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WASHINGTON OFRICE New Yorx OFfce
3000 K STRexT, NW, Surte 300 919 THIRD AVENUE
WASHENOTON, DC 20007-5116 NEw Yorx, NY 100229998
TELEHONE (202) 424-7500 June 16. 1999 TELEPHONE (212) 758-9500
FACSOALE (202) 424-7647 » FACSMILE (212) 758-9526
William Bullard, Executive Director JUN 17 1933
South Dakota Public Utilities Commission SOUTH DAKCTA PUBLIC
500 E. Capitol Ave. UTILITIES COMMISSION

State Capitol Building, First Floor
Pierre, South Dakota 57501

Re: Apolicati (I foitia . il Inc. Ib/a [E.C
Dear Mr. Bullard:

Enclosed for filing on behalf of International Exchange Communications, Inc. d/b/a IE Com
(“IE Com™) are an original and ten (10) copies of IE Com’s Application for a Certificate of Authority
to Provide Resold Interexchange Telecommunications Services in South Dakota (“Application™).
A check for $250.00 to cover the requisite filing fee is enclosed.

Also enclosed are an original and ten (10) copies of IE Com’s Request for Confidential
Treatment, which requests confidential treatment of IE Com’s financial statements, submitted at
Exhibit 3 of the Application. These statements have been submitted in a sealed envelope marked
“CONFIDENTIAL.” IE Com respectfully requests that this information not be divulged to the

public.

Please date-stamp the enclosed extra copy of this letter and retumn it in the self-addressed,
postage-paid envelope attached. Should you have any questions concerning this filing, please do not
iu
Anandashankar

hesitate to contact the undersigned.
Counsel for

International Exchange Communications, Inc.
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_ Jun 17 1559

Application of SOUTH DAKOTA PUBLIG
: Internstional Exchange Communications, Inc. Docket No. UTILITIES CC
d/bv/a IE Com

for a Certificate of Authority to Provide
Resold Interexchange Telecommunications
Services in the State of South Dakota

REQUEST FOR CONFIDENTIAL TREATMENT

International Exchange Communications, Inc. (“IE Com™), by ts counsel and pursuant to
Admin. Rules of South Dakota §§ 10:0:01:41-42, hereby requests the South Dakota Public Utilities
Commission (the “Commission”) to designate as confidential IE Com’s financial statements
submitted as Exhibit 3 of IE Com’s above-captioned Application for a Certificate of Authority
(“Application”), which is being filed concurrently with the instant request. In support of this request,
IE Com provides the following information:

1. Attached as Exhibit 3 to IE Com’s Application are the financial statements of IE

significant data that is not available to the general public.

2. Because the telecommunications industry is highly competitive, [E Com believes that
disclosure of this information would place it at a significant competitive disadvantage, impede full
and fair competition, and undermine its business plans in South Dakota. Public access to this data
would provide competitors with proprietary information regarding IE Com’s financial strategies and
future business plans that would otherwise be unavailable. IE Com submits that such disclosure
would ultimately put IE Com at a competitive disadvantage in the South Dakota telecoramunications




marketplace. Confidential treatment of this data is therefore required to avoid commercial and
competitive injury to [E Com.

3. In contrast, confidential treatment of IE Com’s financial statements would not
adversely affect any interested party.

4 IE Com requests confidential treatment of its financial statements for the entire time
period during which IE Com’s Application is under review by the Commission and its staff. Upon
grant of the Application, IE Com respectfully requests that its financial statements be returned to the
undersigned attomneys of record at the address listed below.

5. Any questions regarding this request should be directed to the undersigned.

WHEREFORE, IE Com respectfully requests the Commissic1 to designate IE Com’s
financial statements, submitted as Exhibit 3 of its Application, as confidential pursuant to Admin.
Rules of South Dakota § 20:10:01:3%(6).

Respectfully submitted,

Chiu
Anandashankar

SWIDLER BERLIN SHEREFF FRIEDMAN, LLP
3000 K Street, N.W., Suite 300

Washington, D.C. 20007

Telephone: (202) 424-7500

Facsimile: (202) 424-7654

Counsel for International Exchange Communications,
Inc. d/b/a IE Com
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BEFORE THE
SOUTH DAKOTA PUBLIC UTILITIES COMMISSION &
RECEIVED
Application of ) JUN 17 15339
) SOUTH DAKOTA PUBLIC
International Exchange Communicatioas, Inc. ) UTILITIES COMMISSION
d/b/a IE Com )
E ) Docket No
v For a Certificate of Authority to Provide )
Resold Interexchange Telecommunications )
i Sexrvices within the State of South Dakota )

APPLICATION FOR CERTIFICATE OF AUTHORITY
International Exchange Communications, Inc. d/b/a IE Com ("IE Com" or "Applicant”), by
its undersigned counsel, hereby submits its Application for a Certific te of Authority to provide
resold intrastate interexchange telecommunications services pursuant to Section 49-31-3 of the
South Dakota Codified Laws and the Rules of the Public Utilities Commission.
In support of this Application, pursuant to Section 20:10:24:02 of the Telecommunications
Sexvice Rules, [E Com provides the following information:

legal name is International Exchange Communications, Inc. Applicant maintains its principal place
of business at:

500 Airport Blvd., Suite 340

Burlingame, California 94010

Telephone: (650) 375-6700

Facsimile: (650) 375-6799



Correspondence or communications pertaining to this Application should be directed to
Applicant’s attomeys of record:

Grace R. Chiu

Anandsshankar Mazumdar

Swidler Berlin Shereff Friedman, LLP
3000 K St., N.W., Suite 300
Washington, D.C. 20007-5116

Telephone: (202) 424-7500
Facsimile: (202) 424-7645

with a copy to:

Charles C. Taylor, Jr.

International Exchange Communications, Inc. d/b/a IE Com
901 Main Street, Suite 2311

Dallas, Texas 75202

provid : services, Applicant has
s certificate to do business in South Dakota under the trade, assumed, or fictitious name, "IE Com.”

fo transact business in South Dakota. Applicant is a corporation organized under the laws
of Delaware on June 27, 1997, and is qualified to do business in South Dakota. A copy of
Applicant’s Certificate of Incorporation and a copy of IE Com’s authorization to conduct
business as a foreign corporation in South Dakota are included as Exhibit 1.




registered agent.  Applicant does not currently have an office within South Dakota. IE
Com'’s registered agent in South Dakota is:

HIQ Corporate Scrvices, Inc.
919 Main St.

Post Office Box 277

Rapid City, South Dakota 57701

owned subsidiary of Pacific Gateway Exchange, Inc., a Delaware corporation.
Applicant’s officers and directors are as follows:
Howard A. Neckowitz President and Director
Gail E. Granton Vice President, Secretary, Treasurer, and
Director

All of the above may be reached at the address and telephone number given in paragraph 1

of this application. IE Com’s management personnel are well qualified to execute its

business plan, having extensive managerial, financial, and technical telecommunications
experience. Descriptions of the telecommunications and managerial experience of

Applicant’s key personnel are attached hereto as Exhibit 2.

4. 20:10:24:02(4). Partnership information. Applicant is not a partnership.

5. 20:10:24:02(5). Proposed services, IE Com intends to offer resold interexchange
services, including, but not limited to, direct dial "1+" long distance message telecommunications
service ("MTS") and prepaid and postpaid calling card services to business and residential
customers. MTS services are provided via Feature Group Access. IE Com's services are available
on a full-time basis, 24 hours a day, seven days a week. Customers will be billed either directly by

=8




IE Com or charges will be incurred on the customer's regular home or business telephone bill
pursuant to billing and collection agreements established by IE Com or its intermediary with the

applicable telephone company.

Applicant has not installed nor does it currently plan to install any equipment, plant, or facilities in
the State of South Dakota. In South Dakota, IE Com will resell the facilitics-based interexchange
services of Sprint and WilTel. In the event IE Com subsequently formulates plans for installing any
facilitics in South Dakota, it will notify the Commission and comy'y with all regulations, as
appropriate.

7. 20:10:24:02(7). Geographic area to be served. Applicant plans to provide resold
interexchange telecommunications services to subscribers to and from all points in South Dakota,
and, therefore, secks statewide authorization. Since IE Com seeks to provide statewide authority,
Applicant has not included a map showing proposed service areas.

8. 20:10:24:02(8). Financial qualifications and tariff. IE Com has access to the
financing and capital necessary to conduct the telecommunications operations as specified in this
Application. As a resale carrier, [IE Com will rely upon its existing personnel and technological and
financial resources to provide intrastate services. Pursuant to Applicant’s Request for Confidential
treatment, filed concurrently with this Application, IE Com submits one copy of its financial
statements under seal, in the envelope marked "Confidential." As indicated in its financial
statements, [E Com hascash and cash equivalents available to fund its proposed telecommunications
operations in South Dakota.




Any additional investment needed to offer the proposed services will be fumnished by its
parent company, Pacific Gateway Exchange, Inc. ("PGE"). IE Com submits as Exhibit 3 the
financial statements of PGE and its subsidiaries, including IE Com. For the year ending
December 31, 1998, PGE had totzl asszts of $236 million, which exceeded total lisbilities of $135
million, providing stockholders’ equity of $101 million. With access to the substantial financial
resources of its parent, PGE, IE Com is financially well qualified to provide the telecommunications
services proposed in this Z.pplication.

A copy of IE Com’s proposed tariff containing IE Com’s rates and terms and conditions of
service is attached hereto as Exhibit 4.

customer scrvice matiers. All inquiries regarding complaints should be referred to:

Gail E. Granton

Vice President

International Exchange Communications, Inc. d/b/a IE Com
500 Airport Blvd., Suite 340

Burlingame, California 94010

Telephone: (650) 375-6700

Facsimile: (650) 375-6799

E-mail: ggranton@pgexch.com
Questions concerning regulatory issues should be addressed to Ms. Gail E. Granton at the
address and telephone number given above.




Questions concerning the ongoing operations of IE Com following certification should be
directed to:

Charles G. Taylor, Jr.

901 Main Street, Suite 2311
Dallas, Texas 75202
Telephone: (214) 932-1102
Facsimile: (214) 742-7440

24-hour toli-free customer service number, (888) 551-0597, for assistance. In the event of a billing
dispute, IE Com will perform a review of the disputed billing amount and attempt to reach &
settiement to the mutual satisfaction of both parties. Following a ull investigation to determine
whether or not the charges are improper, [E Com may adjust the disputed bill.

ice. IE Com provides interstate

services pursuant 1o a tariff filed with the Federal Communications Commission. IE Com is
authorized, pursuant o certification, registration or dercgulation, to provide resold interexchange
service in over 30 states, including: Arkansas, California, Colorado, Connecticut, Florida, Georgin,
Mississippi, Montana, Nebraska, Nevada, New Hampshire, New Jersey, New York, North Dakota,
Ohio, Pennsylvania, Texas, Utah, Virginia, Wisconsin, and Wyoming. IE Com is in the process of
applying for authorization to provide intrastate interexchange services nationwide. IE Com has not
boen denied authorization to provide service in any state and is in good standing in cvery state where

it holds such suthorization.







savings. IE Com’s proposed intrastate services will enhance the services available to consumers and
increase consumer choice through innovative, diversifiec, and reliable service offerings. Consumers
will benefit both directly as a result of the competitively priced service options available from IE
Com and also indirectly as [E Com’s presence increases the incentives for other telecommunications
providers to operate more efficiently, reduce prices, and offer more innovative services. Approval
of this Application, therefore, will serve the public interest.

WHEREFORE, Intemational Exchange Communications, Inc. d/b/a IE Com requests that
the South Dakota Public Utilities Commission grant the requested Application authorizing it to
provide intrastate interexchange telecommunications services in the State of South Dakota.

Respectfully submitted,

Chiu
Mazumdar
LER BERLIN SHEREFF FRIEDMAN, LLP
3000 K St., N.W., Suite 300
Washington, D.C. 20007-5116

Telephone: (202) 424-7500
Facsimile: (202) 424-7645

Counsel for

Dated: June 16, 1999
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EXHIBIT 1

Certificate of Incorporation and
Certificate of Authority to Transact Business As a Foreign Corporation

L



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 INTERNATIONAL EXCHANGE
COMMUNICATIONS, INC. (DE) tc 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
INTERNATIONAL EXCHANGE COMMUNICATIONS, INC.

IN TESTIMONY WHEREOF, I have
hereunto set my hand and
affixed the Great Seal of the
State of South Dakota, at
Pierre, thogClpitaI, this

6, 1




-8-7, the undersigned corporation hereby appiiss for a Certificsto of Authorlty ©o

Coporstonams) RECEVED

contain sn abbreviation of one of such words, then the name of the corporation with the word or abbraviation which it elects

1 add hereto for use in this site is S0, S50 OF STANE
(3) Stato whave incorporated L AWARE Federal Taxpeyer ID8 _$4-3292374
(4) The dete of its incorposatior is _$-77-87 and the period of Rs dusalion,
which may bs perpetusl, i3 _ZBRPETUAL
(5) The address of its principal cffice in the stale or country under the lsws of which & is incorporated is
—J1200 ORANGE STREET. WELMNGTON OF ZpCode 180801
- ~ailing address & different from sbove ixc
Zip Code

nmr*«-muuum““dumw::nuudu
Duectn is _219 AN STRERET. P.O. BOX 277 RAPIDCITY S0 .
and the name of its proposed registered agent in the State of South Dakota at that address is
— 10 CORPORATE SERYICER, 9C.
(1) The parposses which it proposes 10 pursus in the ransaction of business in the Staie of South Delwots are: (stsle specific
ourpose; _TO COMOUCT RETAR, TR.BCOMMIMCATIONS SERYICES
ﬂ!bmdm.“dhm-l“u

Name: Officer Tie Strest Address City State Zp

SEATTACHD

{9) The aggregeia msmber of shares which & hes authorily 10 issus, ilemized by classes, par value of sheres, shi v without
pey vakze, and sar'es, f any, within a clues is

Nauznber Par valus per share or stalement thet shares are
of shares Cluss Series without per vaius
1808 COMEI O o= 001

AUG ¢ 4 mop
Daitota and for that purpose submits the following staterent: umm

nunLn.&uuwumw “compeny”, Wat“u’

e



T

(ﬂﬁ“maummwwm per vaiue of shares, shares without per value, snd

Series, if any, within a class, is: 3
Number ‘ Par value per share or statemant thet shares are
of shores Class Sorles withowt per value

1,000 CCMM OM — 201

(11) The amount of its stated capital is § 1000
Shares issued times per value equals stated capital. in the case of no par value stock, stated capital is the consideration
received for the issued siares.

(12) This application is accompanied by a CERTIFICATE OF FACT or a CERTIFICATE OF GOOD STANDING duly
acknowledged by the secretary of stats or othar officer having custody of corporate records in the state or country under
whose laws it is incorporated.

(13) That such corporation shall not directly or indirectly combine or make any contract with any incorporated company,
foreign or domestic, through their stocihoiders or the trustess or assigns of such stockhoiders, or with any copartnership or
sssociation of persons, or in any manner whalever o fix the prices, imit the production or reguiste the trenaportation of any
product or commodity 30 as 10 prevent competition in such prices, production or tn naportation or 1o establish excessive
prices therefor.

(14) Thet such corporation, as a consideration of its being permitted 10 begin or continus doing businees within the State of
South Dalota, will comply with all the lsws of the seid State with regard to foreign corporations.

Tha application must be signed, in tha presence of a notary public, by the chairman of the board of directors, or by the
president or by ancther officer.

| DECLARE AND AFFIRM UNDER THE PENALY ¢ OF PERJURY THAT THIS APPLICATION IS IN ALL THINGS, TRUE
AND CORRECT.

Dated__1- DA 1988

smeoa_CRUCOINMIA R e ROWITY, PREVIOR
Countyof _G¥Y9 1YW"PD (Title)
3;“ q :
b= B, b il horichiaons
v, it known to me, or proved 10 me. 10 be the
Ni _of the conporation that is described in and that esscuted the within instrument
and acknowledged 1o me that

My Commission Expires:

Notarial Sesl
I EEEEEZEEEEEERERERERR R R ER AR R R R RRRR R R R R 2 B B BN
The Consent of Appointment below mus* be signed by the registered agent listed in number sbx.

CONSENT OF APPOINTMENT BY THE REGISTERED AGENT

me%m . hareby give my conssnt 10 serve as the

regisierac agent for (NTERNATIONAL EXCHANGE COMMUMICATIONE, INC,
(corporate name) 2

_7—% 1998 BY:

of registered agent)




JOYCE HAZELTINE
Secretary of Stsse

TOM LECKEY
Deputy

FROM: Joyce Hazeltine, Secretary of State
Corporations

RE: FOREIGN CORPORATION

The application for certificate of authority has been receivad
. and filed on behalf of the name enclosed.

Enclosed is the Certificate attached to the duplicate application
along with a receipt for the filing fee.

SDCL: 47-9-3 requires the filing of a corporate annual report
with our office between the anniversary date of qualification and

rior to the first day of the second month following. The report g

s du™ the I.‘: following qualification. An annual report form ]

will e mailed to the corporate address listed in number five on |

the application for timely filing. Please contact our office if 5

the corporate address changes or if the form is not received. &

Thank you. é

hitp//ererw siate.9d.us/state/enscutive/s0s/sos.him

Adrmametration: Undlorm Cosrengreial Cose
(605) 773-9537 :======; ¢==. Py ot
Fax (60S) 773-0580 Fax (805) 773-45%0 Fax -




Cestifioste & 10 Ut im o Business of ¢ Treds, Assumed, or Fi irious Nease

The wadorsipant deruby ety Caxt __Aa_. o8 ¢ ap &, ssnink, o aperede ¢ bucduasy for
S i Ghe Minds of denih Dalwis wedo the tredk., 6 failidomn Lomer o
R L € 7 Gt 6 i o0 P S

ond rr ol a0 abdvess of cesd perose owaisg ev heving tnteress de ozid breiresr sev s (elleve:

IR IO, EIBANCE (2
~ 533 AIRFORT BLYD, SUITE 505, BURLINGAME CA 94010

Pt G cdibers whew e nals ofiec of mels bosieoss & © bo mobdebrd 4

Coanty of

Geil Granten
Seteg pet duly suere, ash for Kl cepe thes Lo hay resd the fercpeing sovtijicabe end mews the
@o2muts Wheven end S She orme i bres.

, m; Calvfornian ,
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INTERNATIONAL EXCHANGE COMMUNICATIONS, INC. d/b/a IE COM
and
PACIFIC GATEWAY EXCHANGE, INC.

Key Members of Management

Mr. Howard A. Neckowitz has served as President and Director of Intemational Exchange
Communications, Inc. d/b/a IE Com ("IE Com") since its inception in June 1997. He has also served
as President, Chief Executive Officer and Chairman of the Board of Pacific Gateway Exchange
("PGE") since its inception in August 1991. Mr. Neckowitz previously served as a consultant to
major U.S. and overseas telecommunications companies with respect to valuation and due diligence
processes for the acquisition of ongoing foreign telecommunications operations and the start up of
competitive carrier operations for international, long distance, local and cellular operations in various
countries. Prior to his consulting experience, Mr. Neckowitz served from 1982 to 1986 as Director,
Intemational Services, at GTE Sprint, where he founded and developed GTE Sprint’s international
services operation. In this position, he was responsible for feasibility analyses supporting GTE
Sprint’s entrance into the international switched service market. From 1977 to 1982, Mr. Neckowitz
worked at AT&T in its Overseas Department. Mr. Neckowitz serves as Chairman of the Board of
Matrix Telecom, Inc., and as a director of Cam-Net Telecommunications, Inc., a provider of
domestic telecommunication services in Canada, both of which are customers of PGE.

Ms. Gail E. Granton has served as Vice-President, Secretary, Treasurer and Director of IE
Com since its inception in June 1997. Ms. Granton has also served as Executive Vice President,
Intemational Business Development, Secretary and amember of the Board of Directors of PGE since
its inception in August 1991. From August 1991 to August 1996, she served as Chief Financial
Officer of the Company. From 1986 to August 1991, Ms. Granton served as a consultant to major
U.S. and overseas telecommunications companies, focusing on the valuation and due diligence
process for the acquisition of ongoing foreign telecommunication operations and the start-up of
competitive carrier operations for international, long distance, local and cellular operations in various
countries. From 1982 to 1986, Ms. Granton worked in the International Department of GTE Sprint,
as a Manager, Intemational Business Development, reporting to Mr. Neckowitz.

Ms. Sandra D. Grey has served as Chief Financial Officer of PGE since 1996. From 1989
to 1996, Ms. Grey worked for Telecom New Zealand, the primary provider of telecommunications
services in New Zealand, where she was Chief Financial Officer of the International subsidiary. Ms.
Grey has more than seven years experience in international telecommunications.

Mr. Ronald D. Anderson has served as Senior Vice President, Operations and Engineering
of PGE since December 1992. From 1986 to 1992, Mr. Anderson served in a similar position with
TRT International, Inc., an international telecommunications carrier that has since been acquired by
WorldCom. Mr. . .nderson has more than 15 years of experience in domestic and intemational
telecommunications engineering and operations, with significant experience in international
signaling and transmission for cable and satellite, PTT technical interface, and bilateral technical
negotiations.



Mr. Robert F. Craver has served as Senior Vice President, Intemational Relations of PGE
since February 1994. Prior to joining the Company, Mr. Craver worked at GTE Hawaiian Telephone
Co., Inc. from 1987 to 1994. While at GTE Hawaiian Telephone, Mr. Craver directed that
company’s interational program as Director of Intemnational Services. Mr. Craver has also held
international positions at Sprint and AT&T, foratoulofnwmthanZOymofexpmwmme
international telecommunications industry. Mr. Craver has extensive experience in international
negotiations with foreign partners and has served as an officer of the Pacific Telecommunications
Council.

Mr. Fred A. Weismiller joined the Company in November 1994 as Executive Vice
President, Intemnational Marketing. Mr. Weismiller’s responsibilities include developing the value-
added long distance services which can be sold to U.S. carriers and to carriers in developing overseas
markets. From 1991 to 1994, Mr. Weismiller served as Managing Director and Executive Director,
Sales and Marketing at Telecom New Zealand. Mr. Weismiller has 25 years of experience in
intemational and domestic telecommunications management, including 20 years with AT&T, where
his final assignment was in Hong Kong as the Managing Director of the AT&T Regional Technical
Center from 1989 to 1990.

Mr. William R. Haner has served as Vice President, International Sales, of PGE since
January 1995. From 1993 to 1994, Mr. Haner served in a similar position with IDB Communica-
tions Group, Inc., an international telecommunications company which has since been acquired by
WorldCom. From 1985 to 1993, Mr. Haner was a Director of Sales for TRT International, Inc.,
where he was responsible for international data services and implementing enhanced facsimile
services. Mr. Haner has more than 14 years of sales experience with long distance camriers and
commercial customers.

Ms. Joyce R. Hewins joined PGE in December 1993 as Vice President, Carrier Marketing,
to develop a U.S. carrier marketing program for the Company. Prior to joining the Company,
Ms. Hewins was Director, Carrier Services, at West Coast Communications, where she was
responsible for carrier marketing from 1992 to 1993. Ms. Hewins was also Director, Carrier
Services at Com System, Inc., a domestic long distance telecommunications company, where she
was responsible for developing the carrier marketing program from 1984 to 1992. Ms. Hewins has
more than 11 years of experience in the telecommunications industry.



EXHIBIT 3

. IE Com Financial Statements (submitted under seal)

® Financial Statements of Applicant’s Parent, PGE
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTAL DATA

REPORT OF INDEPENDENT ACCOUNTANTS
February 19, 1999. except for Note 10, as to which the date is March 2. 1999
o the Board of Directors and Stockholders of Pacific Gateway Exchange. Inc.

lnom'opin'son.ﬂnmo«wyin.comdidndhlncednmmdnnnluequwm” . of
mmmmwhm-Wmmdy.inmwmm,.wm;m
position of Pacific Gateway Exchange. Inc. and subsidiaries as of December 31. l998mdl997mm,mm
of their operations and their cash flows for each of the three years in the period ended December 31, 1998, in
conformity with generally accepted accounting principles. In addition. in our opinion. the financial statemen
schedule listed in ltem 14(a) of the Form 10-K presents fairly. in all material respects. the information set forth
therein when read in conjunction with the related consolidated financial statements. These financial statements
and financial statement schedule are the responsibility of the Company’s management: our responsibility is 10
express an opinion on these financial statements and financial statement schedule based on our audits. We
conducted our audits of these statements in accordance with generally accepted auditing standards which require
that we plan and perform the 2udit to obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining. on a test basis. evidence supporting the amounts and
disclosures in the financial statements. assessing the accounting principles used and significant estimates made
by management. and evaluating the overall financial statement presentation. We believe that our audits provide a

Is/ PricewaterhouseCoopers LLP

San Francisco, California




PACIFIC GATEWAY EXCHANGE, INC.

CONSOLIDATED BALANCE SHEETS
{in thousands)

ASSETS

Curvent Assets:

U 30 CRID SUIVRIIRES .ot cciossscccsmsrsessessssnsiossssesssosssonetosrorsossmsstissbtvros ossnsreesserptionnss
Accounts receivable, nes of allowance for doubtful accounts of $4.312 in 1998 and $2.230 in 1997 ...

Prepasds

Income taxes rocoverabic
Deferred income tax
Oxher courenr 2sscts

S R L B A U L S SR S RO S AR D

Property acd Lmipracnl:

LIABILITIES AND STOCKHOLDERS® EQUITY

Income taxes payable
Line of credit....
Currenz portion of capitalized lease obligations
Oxher liabilmes

Total curvent liabilities...
Loag-wcrm portion of capitalized lease obigations.
Defened incomr tax

Total kabulities
Commitzacats and contingeacies (Nowe 5).

Steckheides’ Equity:
Preferved stock, $.0001 par value. authorized 5.000.000 shares. no shares issoed............ccoo.covvvorsnene

Common stock, $.0001 par value. authorized 70,000,000, issued 19,363,777, outstanding 19220217
shares in 1998; and u 19.216.710, outstanding 19.073.150 shares i 1997 .......cooceccnccnne

Addsuonal paid in cagual

Deferred compensation—restnicied stock

Foreiga currency transisoon

Retzined carmings ..

Cost of common stock held in treasury, 143,560 shares in 1998 and 1997
Total sockholders’ equity

Toca! lusbites and ssockholders’ equity

See accompanying Notes to Consolidated Financial Stmtements.
40

December 31.
S
S 30041 S438%

87.728 62313

124 5N

1.358 —

2207 1.096

1408 673

123983 108443
34,663 3
48,710 30538

9352 6343

2.004 02

13587 966
12.066 883

120.382 70573
17335 9.140

103047 61433

78 -

8529 1.741
$235637 S171.617
]

S118303 S 8794

4193 3733

— 1.491

8.700 —

436 216

1304 513

132936 93902

9 185

1.963 957

134998 9508

2 2

65.431 60849

4618) (4134)

k 2
40,190 20254
‘oo, oo

100,639 76573

$235637 $171.617
B3 e



PACIFIC GATEWAY EXCHANGE, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)
Year Eaded December 31,
1998 19 19%

R e 3466291 $298.609 $141.912
Revenues—icissed party . . —_ - 20514
Toal revenues 466,291 298609 162.426

Cost of long distance services 3 640 254076 140340
Gross margin 72,651 44533 22,086

Selling. general and administrative expenses 36.791 21416 1L113
Depreciation and amortization 8.713 5417 2044
Total cperating expenses ; 45504 26,833 13.157
Operating income ¥ 27,147 17,700 8.929
Interzsst income (2292) (2.009) (885)
Other (income) expense, net (1,132) (126) 129
Income before income taxes 30571 19.835 9,685
Provision for income taxes 10.635 7.338 387
Net income $199% S 12497 § 53808
—————Jes_. . —— 4

Net income per share—basic $ 105 S 066 $§ 036
== — 4

Net income per share—diluted $ 097 §$ 064 § 034

e ——— L ]

1 outstanding—basic ...........cvuee.
Weighted average number of common shares 19,071 18960 16234
outstanding—diluted ................
Weighted average number of common shares 20495 19497 16872

See accompanying Notes to Consolidated Financial Statements.
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PACIFIC GATEWAY EXCHANGE. INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)
Year Ended Decemaber 31.
1998 1997 19%
Operating Activities:
e R e A S B S VU A L A BRI $1993 S 12497 S 5808
Adjustments to net income:
Depreciation and amortization... . : ; 8.713 5417 2044
Y T SRR S P R IR R e s R 0 — - 129
Swock compensation expense 674 156 85
Bad detx provision e e sy 722 S A5 2.146 2473 855
Equity in camings of affiliated companies ........ (1.499) - —
Changes in operating assets and liabilities:
Accounts receivable (27.558) (38.681) (13421
Accounts receivable. related party - - 3.066 196
Notes and advances receivable .............covoviinninsinisineiscsrisssssssians — - 175
R R B A R L B 8 e (733) 306 (729)
Deferved tax asset............oooeeevencrncrrrcsasean. (1189 88 (816)
Deposits and other assets S SRR 2 : (1.830) (1.430) (107)
Accounts payable e 30322 48309 17.053
Accrued liabilities : 460 2429 532
Federal income taxes recoverable............. : (834) —_ —
Federal income taxes payable (1.491) (462) 1.758
Oher liabilines 791 150 (152)
Deferred tax liability : 1.006 249 488
Nex cash provided by operating activities 28914 34257 13898
Investing Activities:
Purchase of property and equipment (49.611) (36.725) (18.669)
Invesument in subsidiaries and affiliates................ccovoininrisieninnsesisessesssssinns (3.319) 222 —
Other investing activities ...... o o 2%
Net cash used in investing activities (52.925) (36.503) (18.395)
Fimancing Activites:
Borrowings on revolving lines of credit . 8.700 — 6,200
Repayments on revolving lines of credit - - (11,620)
Repayments on capital lease obligations (498) (209) —
Proceeds from issuance of common stock 1.157 742 55.130
Payment of issuance costs (57) — (1.042)
Payment 10 acquire treasury stock — — (400)
Dividends received from affiliated company 900 — —
Net cash provided by financing activities 10.202 533 48268
Net (decrease) increase in cash and cash equivalents (13809 (1L713) 43771 ;
Cash and cash equivalents at beginning of the period 43850 45563 1.792 :
Cash and cash equivalents at end of the period $30.041 $43850 $45563
= ——————
Supplessrctary Infermation: 3
Imcrest paid duneg period $ — § — § 2%
Income taxes paid during period $12067 § 7841 § 2447

See accompanying Notes to Consolidsted Financial Stastements.
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PACIFIC GATEWAY EXCHANGE. INC.
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

(in thousands)
compes.-
Commen Stock A it Correney Wisiaed _Trossury Steck
Shares Ameunt Copieal Stock Treoe'_ .w Zarnings Shares Amount  Total
Balance December 31. 1995 ... 14100 S 1 S %41 § — S — S 199 — S— § 239
Repurchase of common stock ... — - .- — — - 4 00 14001
Issuance of common stock. pet
of $1.042 issuance costs.........  4.940 1 54.087 - - — - -— S3.088
Stock Compensation eXpenss ..... - — 85 — - —_— — - 83
Netincome ... = = — -~ - S808 — - 5808
Balance December 31, 1996 ...  19.040 2 $5.113 - - 7357 (14 00 6242
Seock options exercised.............. 102 - 742 — — - — —_ 742
Siock compensaton cxpease — — 146 — - — — — 146
Tax effect of ssock options
T USRS — — 714 — - — — —_ 714
lssuance of restriceed stock ... 5 - 4134 4.139) - — - - -
Foreiga carrency transiation ... — — — - 2 = A il 2
Balance December 31. 1997 ... 19217 2 60.849 4.134) 2 (144) (00 76573
Stock optioas exescised.............. » - 1.100 — — -_ - - 1.100
Stock compensation expense ... — — 194 480 — —_ - -— 674
Tax effect of stock options
crercrsed e — — 524 — — — — 524
Issuance of vestnced siock ... 25 — 964 (964) - -— o - 4
lssuance of cossmon stock, for
IMVEStment iR CORPIRY .......... 3 - 1.800 — - - — — 1.800
Forcign cumrency transiation .. — - . — 32 ok 4] Iy 32
NE IRCOMIE .. eeecrrsscrsarane — s - - 19936 oz A e 19936
Balance December 31. 1998 ... 19 $ 2 S65431 S$4618) S5 M $40.190 (144) S400) S100.639
] — _ ————y E——4 e == o= P

See accompanying Notes 10 Consolidated Financial Statements.




PACIFIC GATEWAY EXCHANGE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

ggg_ﬂvﬂ.g anngﬁg_cnluogoﬁ
and operates an imernational switched and domestic switched telecommunications network. The operations of
Pacific Gateway have grown significantly as the result of entering into additional operating agreements with
foreign panners and marketing 10 certain long distance companies in the United States which ao.-_u the
own imernational network. In addition. the Company provides international long distance services 1o cerain
cthaic retail markets, prnincipally the Filipino-American and Japanese-American communities.

The Company is subject to various risks in connection with the oper-tion of its business. These ni
lnrln.vlhaix_ﬁ!a QE..mn\ nggamgg n!.ua: sion fac _.nwcnua




PACIFIC GATEWAY EXCHANGE. INC.
NOTES TO CONSOLIDATED F1 CIAL STATEMENTS—(Continued)

cquipment are capitalized until the property and eq 3-333:83«3:3»_.:&2&& related

accumulased depreciation of assets sold or reured are removed from the accou vo_u:n and an RE_::mu.E_
or Joss is reflected in results of operations. Depreciation is provided for financial reporun _8699 sing the
ll‘tig?o.g%a:&?:a

.—rnngg in undersea fiber optic cable systems through the purchase of indefeasible rights of
(**IRU"s™) or twough an ownership interest in cable construction consortia.

Long-Lived Assets:
gﬁggg (*'SFAS™ zc ga\ the |




PACIFIC GATEWAY EXCHANGE. INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

the agreed-upon delayed retum period. the Company and the foreign partner may agree (o a settiement which
compensates the Company for the retumn traffic not received. through greater returmn traffic in future penods. or a
reduction to the Company ‘s current accounts payable balance.

Fair Value of Financial Instruments:

The fair value of financial instruments, consisting of investments in cash. cash equivalents. receivables.
gii-:ﬂin«&raggggués.ﬁngegggo
quoted prices. At December 31, 1998 and 1997, the fair value of these financial instruments approximates

carrving value.

Concentration of Credit Risk.

Financial instruments that potentially subject the Company to concentration of credit risk consist of cash
and cash equivalents and accounts receivable. At December 31, 1998 and 1997. the Company Egg

in excess of federally insured limits of $22.891.000 and $43.650.000, respectively. The Company's customer
base includes domestic and international companies in the telecommunications industry. The Company performs
ongoing credit evaluations of its customers but generally does not require collateral to support customer
receivables. The Company s allowance for doubtful accounts is based on current market conditions. Losses on
uncollectible accounts have consistently been within management’s expectations. -
Earnings Per Share:

The Company adopted SFAS No. 128, Eamings Per Share. effective December 31, 1997. In accordance
with SFAS No. 128, basic camings per share is calculated by %ggsﬁgg
number of shares ou'standing for the period. Diluted eamings per share is calculated by dividing net income by

the weighted average number of shares outstanding during the period plus the dilutive effect of stock options
gg&nggg




PACIFIC GATEWAY EXCHANGE. INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Comprehensive Income:

In Junc 1997. the FASB issued SFAS No. 130. Reporting Comprehensive Income. SFAS No. 130
establishes standards for reporting and display of comprehensive income ar | s components in a hinancial
statement that is displayed with the same prominence as other financial sta ements. Comprehensive income
includes all changes in equity (net assets) during a penod from non-owner sources. This includes net income and
other comprehensive income. Exampies of items 10 be included in other comprehensive income. which are
excluded from net income. include foreign currency translation adjustments. The Company adopted SFAS
No. 130 for the vear ended December 31. 1998. Total other comprehensive income consisted of foreign currency
translation gains. which were not matenial for all years presented.

Financial Siaremen: Classificawons:

Cermain prior-vear amounts have been reclassified 1o conform to the 1998 financial statement presentation.
Such reclassifications have no effect on net income as previously repored.
(2) Income Taxss

The provision for income taxes is compnsed of the following:

Year Ended December 31,
198 " 19%
tm thewsands |
Current tax expense:
R . $ 7318 S$5.737 S3364
State and local . S R S ISR 1.664 986 841
e S O S 1.835 9 —
b BRIl e RO e . S10817 $7.002 S$4.205
Deferred tax expense:
Federal $ (242) § 265 S(262)
Stme and Jocal ... (146) n (66)
Foraign =i 206 - -
3k eSS e [ R YT o S A S S (182) § 336 S (328)
Total provisson ... $10635 $7338 S3877
o — — —
Undistributed camangs mtended 10 be remvested indefimstely i operations outside the United States were
approximasely $15.349.000.
The provision for mcome taxes differs from the amount computed by applying the statutory federal mcome
tax rages as follows:
Vesr Esndued Decessbor 31.
e Lo dd 9%
Expected statwtory amount. I[50% 350% MO%
Staee mncome taxcs. net of federal benefit -% 38% S53%
Tax exempt imterest — % 05% 0%
Undistnbuted carmngs of certain subsidianes S50% Q% — %
Oxher. 16% 12% 1L1%

MNEGF 309 HO0%
===
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PACIFIC GATEWAY EXCHANGE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)




PACIFIC GATEWAY EXCHANGE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

4§u«%-§2§§§§!%§

lii;‘so!'ﬁgiiggssnl}u

The offshore segment cOnSisis pluiisy Of G opcrating subsidianies in the UK. New Zealand. Russia and

The Company's third segmemt includes a variety of emerging and valuc-added services. Presently. this
The results of operations for the Company's operating segmuuts for each of the three years ended




PACIFIC GATEWAY EXCHA iGE. INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

's operating segments 10 the consolidated totals on the Company s

o (56.288)

$ 171617

e

$ 162426

..I.I...l..

SRS

55.847

47.969

$ 103816

g

partners and o
1 ign parmers and
Yi Devemsber 31,
L 9%
Cins Oeese mche )

$334.746 $216286 $116.735
51378 21625 4245
11877 6,733 5630
10,988 6377 8.7
7.681 222 1,767
5369 4678 5518
44252 40688 19760
$466.291 5298609 $162.426
S e
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PACIFIC GATEWAY EXCHANGE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Revenues are attribused 10 countries based on the location of custome:. Other includes revenues from
customers Jocated in countries that individually represented less than 25 of total reveaues.

For the year ended December 31, 1998, there were no major customers that comprised ten percent or more
of the Company's revenuves. For the year ended December 31. 1997, 10.4% of the Company's revenues were
derived from Fromtier Commumications, Inc. of $30.996.000. Matrix Telecom. Inc. derived 12.65% of the
Company's revenues for the year ended December 31. 1996 with revenues of $20.514.000.

(%) Cemsmitssents and Contingencies

Litigotion

The Company is not currently subject o0 amy legal proceedings that management believes will have a
material impact on the Compeny s fimancial position or resalts of operations.

Lomems

The Company leases office space and equipment snder noncancelsble ope. - 'ng leases. Remtal expenses for
1990, 1997 and 1996 weze approximanely $1.274.000, $965.000 and $255.000. respectively. The Company leases
Cemain compuier equipment uader an agreement that is classified as a capital lease. The lease kas a werm of three
years with 2 minimnem purchase price at the end of the lease. Leased capital assets included in property and
oquipmest 2 December 31, 1998 were $1.241.000.

Feure sussmum lexse payments wader noncancelabie operating and capital leases as of December 31, 1998
are as follows:

==
i Gamusendas
5. ) $ 812 S
2000. 742 n2
2001 N
2002 n s
2003 " -
Thereafeer 1355 -
Total axnimum icase payments - JANS S5
Presess value of nct missem payments E
Currest porton 3436
s
Emmphorrsses S procaesis

The Company has catered im0 cmployment agrecmcats wisth corntain crapioyers thar provade Gut. im the
cvent of a change = comtrol. each of these cagioyers wouid be emitied 1© severance folicwing hew resgnation
from the Company. Siould such an cvent occwr. the Company's aggrepase chligation for seversnce would be
appvosimsacty $4.764.000. lipon amy sech chaage im coswol. each of these mdividunls would also receive full

vesicg of amy owtstanding stock opticas.

si




PACIFIC GATEWAY EXCHANGE. INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Commitments

At December 31, 1998, the Company had outstanding commitments of $159 million for the acquisition of
Ei i%?ﬂ@g%lg%ﬂ?ﬂ.ﬂ_ﬁﬁgg
10 purchase undersea fiber optic cable in the Japan-U.S. cable network for $86 million and in TAT-14 cabie
system for $70 million.
Lise of Credit

During October 1998, the Company entered into an uncollateralized 1-year revolving line of credit of up 10
$30 million with an interest rate of LIBOR plus 1.125% with Bank of America. NT&SA and N ationsBanc
Montgomery LLC of December 31. 1998, the Company had $8.7 million outstanding and $21.3 million
svailable under this line of credit with an interest rate of 7.75%. The line of credit. which expires December 17.
1999, has financial covenants. which require a maximum ratio of debt to annualized operating cash flow of 3 10
!-&3533.32%&;885%.&38??

Company was in compliance with these covenants at December 31. 1998.

) Employee Beaefit Plans
In September 1995, the Company established an Employee Stock Purchase Plan (the “‘Purchase Plan™)

which is intended to qualify under section 423 of the Internal Revenue Code. The Purchase Plan was not active
for the years ended December 31, 1998, 1997 or 1996. Under the Purchase Plan. the Company reserved up to0
400,000 shares of common stock for purchase by employees who meet certain eligibility requirements. Eligible
employees may coatribute up 10 10% of their compensation to the Purchase Plan to purchase shares at 85% of
the fair market value of the stock on the first or last day of each six-month offering period as defined in the
Purchase Plan.

In 1996. the Company adopted 2 401(k) plan pursuant to which eligible employees may accumulate savings
on a tax-deferred basis. Each year the Company may make a discretionary profit sharing contribution to the
401(k) plan which will be allocated 10 the accounts of eligible employees who are employed on the last day of
the year. The profit sharing allocation is made on a pro rata basis in proportion to the compensation of the eligible

employees. The Company did not make a contribution in 1998, 1997 or 1996.

(71 Stack Cptisu Maa
On September 30. 1995. the Company adopeed the 1995 Stock Option Plan (the **1995 Plan™). The 1995

'!}u"lﬁilgggcilc_glg

common stock. Options granted under the 1995 Plan generally vest over four years. The maximum term of
options granted is ten years. The Company granted options 10 purchase 883,411 shares of common stock uader
the 1995 Plan.

On Febreary 17, 1997, the Company adopted the 1997 Long-Term Incentive Plan (the **1997 Plan™"),
1'381'..—' 997 Plan provides for the granting of awards of nongualified and incentive stock
options. stock appreciation rights, siock grants or stock-based performance units. Awards may be made wnder
the 1997 Plan with respect 10 4,000,000 shares of common stock and with respect 80 stock option and ssock
appreciation right awards. no more than 500.000 shares may be awarded to any one individual i axy one-year
peniod. The remaining terms of the 1997 Plan are similer 1o those described in the 1995 Plan.

On Scprember 18, 1998, the Company repriced 768,500 options to purchase the Company's common stock
granted uader the 1997 plan 10 $27.688 per share, the fair market value of the Company's common stock on
Seprember 18. 1998.

52




PACIFIC GATEWAY EXCHANGE. INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

SFAS No. 123. Accoumting for Stock-Based Compensation. encourages adoption of a fair value-based
method for vakang the cost of stock-based compensanon. However. -lo!uoal.l.ﬂ.cal'n!luiu

imrinsic value method prescribed under Accousting Principies Board Opinson (“"APB ™) No. 5. Accomnnmg fer
Ssock Options Issued 10 Emplovees. for opnons gramed 10 employees and disclose pro forma et mcome and
l"lil‘ﬂ)uz?-uuigonl"ni.ulﬂr{
compensation plans been desersained consistent with SFAS No. 123, the Company's net mncome and carnngs
per share would have been as follows:
‘oar Ended Decensbar 11
nd il 199
(i3 thousnmds. ¢ noupt
PET AT SO
Net moome—as reporeed 30 SIZ497 35868
Net income-~pro forma.. 4308 Sll46H SS528
Earmngs per skare—basic as reporsed 108 S 066 S 036
Earmngs per share—basic pro forma : 060 5032
Earmngs per slare—dilmed as reporsed 97 S 064 $S034
Eamings per share—dilmed pro forma 07 S 059 Sso3
The fair value of the options grameed by the Compeny is cstimated at $56.5 million on the dae of the g
using the Black-Scholes Model for those options issued after the Company's initial public offering and the
Minimann Valee methodology for those options grasted prior 10 the offering. The assumptions used in the Black-
Scholes model are 2s follows:
Year Exded Docamiscr 31,
1998 Lol Licad
Volatiiiy 49.4% 40.9% 305%
Rusk-frec smevest rase 45% 5% 6.7%
Assumied Sorfersare rase 0.0% 0.0% 0.0%
Expecwed life Syemrs Syears Syeas
SFAS No. 123 requires tha ssock-besed compensation granted to non-cmployees be accousted for based on
the fair value-based method described above. [t also requires that restricied siock gramsed t0 employees be
recogaizad as compeasaiun cxpense over the vesting period. measured at the fair market value on the gramt date.
In 1998 and 1997. the Company grassed 25.000 and 75.000 shares. respectively. of restricted stock under the
1997 Plan. The Compeay recorded deferred compensation of approximately $963.000 and $4.134.000 for the
years ended Deccmber 1998 and 1997, respectively. This amoust was recorded as a reduction of

3L
stockholders” eguity and s being amortized as an expense 10 opersiicns over the applicable vesting periods. For
'l*iu-.i.!.l_’g '4.000, glagil« was







PACIFIC GATEWAY EXCHANGE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

If any person or group generally acquires 15% or more of the Company s outstanding Common Stock. cach
Right. except those held by such an Acquining Person. would entitle each Polder of a Right 1o acquire. upon
exercise &t the then cusrent exercise price of the Right. Common Stock hav 12 a value equal to two times the
exercise price of the Right.

At anytime afier a person or group generally acquires more than 15% of the outstanding Common Stock
and prior o their acquisition of 50% or more of the outstanding Common Stock. each Right. except those held
by such an Acquiring Person, may be exchanged by the Board of Directors for one share of Common Stock.

I the Company is acquired in a merger or other business combination transaction or 50% or more of the
Company’s assets or carnings power is sold. each Right will entitle the holder thereof (except for the Acquiring
Person) 10 receive. upon excscise at the then current exercise price of the Right. common stock of the acquiring
or swviving company having a value equal to two times the exercise price of the Right.

Al any time prior to the time an Acquiring Person becomes such, the Board of Directors may redeem the
Rights in whole. but not in part, at a price of $.01 per Right (the **Redemption Price’’).

(10) Sebsequent Event

On March 2, 1999, the Company signed a commitment letter for a $200 million senior secured credit Tacility
with Salomon Brothers Holding Company. Inc. and Goldman Sachs Credit Parmers L.P. The facility may be
increased in the future of up to $100 million if additional commitments are received from lenders. The
completion of the financing is subject 0 the execution of definitive loan documents and customary conditions
for this type of facility. The Company plans 10 use the facility to finance its undersea fiber optic cable
investments and its expansion into the U.S. and Western Europe domestic markets.
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International Exchange Communications, Inc. South Dakota P.U.C. Tariff No. 1
d//a IE Com Original Title Sheet

TITLE SHEET

This tariff applies to the resold long distance interexchange telecommunications services
fumished by Intemational Exchange Communications, Inc. d/b/a IE Com (“IE Com,” “Company™
or “Carrier™) between one or more points in the State of South Dakota. This tariffis on file with the
South Dakota Public Utilities Commission, and copies may be inspected, during normal business
hours, at Camrier’s principal place of business, 500 Airport Blvd., Suite 340, Burlingame, California
94010.

Issued: June 17, 1999 Effective: October 15, 1999
By: Gail E. Granton, Vice President

International Exchange Communications, Inc. d/b/a [E Com

500 Airport Bivd., Suite 340

Burlingame, California 94010
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International Exchange Communications, Inc. South Dakota P.U.C. Tariff No. 1
Original Sheet No. 1

CHECK SHEET

The sheets of this tariff are effective as of the date shown at ti ¢ botiom 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.

SHEEIRB!]SIQH

:
:

1 Original Original

2 Original 26 Original

3 Original 27 Original

4 Original 28 Original

5 Original 29 Original

6 Original 30 Original

7 Original 31 Original

8 Original

9 Original

10 Original

11 Original

12 Original

13 Original

14 Original

15 Original

16 Original

17 Original

18 Original

19 Original

20 Original

21 Original

2 Original

23 Original

2% Original

Issued: June 17, 1999 Effective: October 15, 1999 j
By: Gail E. Granton, Vice President '

. International Exchange Communications, Inc. d/b/a IE Com
500 Airport Bivd., Suite 340

Burlingame, California 94010




International Exchange Communications, Inc. South Dakota P.U.C. Tariff No. 1

d/b/a IE Com Original Sheet No. 2
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Issued: June 17, 1999 Effective: October 15, 1999
By: Gail E. Granon, Vice President

International Exchange Communications, Inc. d/b/a IE Com

500 Airport Blvd., Suite 340

Burlingame, California 94010



International Exchange Communications, Inc. South Dakota P.U.C. Tariff No. 1
d/b/a IE Com Original Sheet No. 3

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 Castumer’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

Issued: June 17, 1999 Effective: October 15, 1999
By:

Gail E. Granton, Vice President

International Exchange Communications, Inc. d/b/a IE Com
500 Airport Blvd., Suite 340

Burlingame, California 94010




Intermnational Exchange Communications, Inc. South Dakota P.U.C. Tariff No. 1
d/b/a IE Com Original Sheet Nc. 4

TARIFF FORMAT

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.

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
Commission. For example, the 4th Revised Sh~et 14 cancels the 3rd Revised Sheet 14.
Because of various suspension periods, deferrals, etc. the Commission follows in their tariff
approval process, the most current sheet number on file with the Commission is not always
the tariff page in effect.

Paragraph 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.L
2.1.1.A.1.(a).
2.1.1.A.1.(a).L
2.1.1.A.1.(a).LGi).
2.1.1.A.1.(a).L(i).(1).

Check Sheets - When a tariff filing is made with the Commission, an updated check sheet
accompanies the tariff filing. The check sheet lists the sheets contained in the tariff, witha
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 pag: ;). 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 Commission.

Issued: June 17, 1999 Effective: October 15, 1999

By:

Gail E. Granton, Vice President

Intemational Exchange Communications, Inc. d/b/a IE Com
500 Airport Blvd., Suite 340

Burlingame, California 94010




International Exchange Communications, Inc. South Dakota P.U.C. Tariff No. 1
d/v/a IE Com Original Sheet No. §

SECTION 1. TECHNICAL TERMS AND ABBREVIATIONS

Access Ling - 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 signaling provided by a local exchange
telephone company which automatically identifies the local exchange line from which a call
originates.

Calling Card - A postpaid or prepaid calling card issued by Carrier which allows Subscribers and/or
Users to make telephone calls and charge the calls to a postpaid or prepaid account. Calls charged
to a Carrier-issued postpaid Calling Card will appear on the Subscriber’s regular monthly bill. Calls
charged to a Carrier-issued prepaid Calling Card will be charged against the debit account.
Camier or Company - Refers to Intemational Exchange Communications, Inc. d/b/a IE Com
Commission - Refers to the South Dakota Public Utilities Commission.

Common Carrier - A company or entity providing telecommunications services to the public.
Complaint - Any oral or written report from a Subscriber or user of telephone service relating to a
physical defect, difficuity or dissatisfaction with the operation of telephone facilities, errors in
billing or the ¢ 1ality of service rendered.

Ray - From 8:00 AM up to but not including 5:00 PM local time Sunday through Friday.

Evening - From 5:00 PM up to but not including 11:00 local time Sunday through Friday.

Issued: June 17, 1999 Effective: QOctober 15, 1999
By: Gail E. Granton, Vice President

International Exchange Communications, Inc. d/b/a IE Com
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SECTION 1. TECHNICAL TERMS AND ABBREVIATIONS (Cont'd)

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

Local Access and Transport Arca (LATA) - The term "Local Access Transport Area” denotes a
geographical area established by the U.S. District Court for the District of Columbia in Civii Actiop
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.

Night/Weekend - From 11:00 PM up to but not including 8:00 AM Sunday through Friday, and 8:00
Am Saturday up to but not including 5:00 PM Sunday.

Subscriber/Customer - The person, firm, corporation or legal entity which enters into arrangements
for Carrier’s telecommunications services and is responsible for payment of 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.

User - The pen: in(s) utilizing Carrier’s services.

Working Day - Any day on which Carrier is open for business and U.S. Mail is delivered.

Issued: June 17, 1999 Effective: October 15, 1999
By: Gail E. Granton, Vice President

International Exchange Communications, Inc. d/b/a IE Com
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2.1

SECTION 2. RULES AND REGULATIONS
Undertaking of the Cari

IE Com's services and facilities are furnished for communications originating at specified
points within the State of South Dakota under terms of this tariff.

IE Com installs operates, and maintains the communications services provided herein in
accordance with the terms and conditions set forth under this tariff. It may act as the
customer’s agent for ordering access connection facilities provided by other carriers or
entities when authorized by the customer, to allow connection of a customer’s location to the
Company’s network. The customer shall be responsible for all charges due for such service

arrangement.

IE Com's services and facilities are provided on a monthly basis unless ordered on a longer
term basis, and are available twenty-four hours per day, seven days per week.

The selling of intrastate interexchange (“IXC") telecommunications service to uncertificated
IXC resellers is prohibited.

Issued: June 17, 1999 Effective: October 15, 1999
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SECTION 2. RULES AND REGULATIONS (Cont'd)

22 Limitati
2.2.1 Service is offered subject to the availability of facilities and provisions of this tariff.

222 The Company reserves the right to discontinue furnishing service, or limit the use of
service necessitated by conditions beyond its control: or when the customer is using
service in violation of the law or the provisions of the tariff.

2.2.3 All facilities provided under this tariff are directly controlled by the Company and
the customer may not transfer or assign the use of service or facilities, except with
the express written consent of the Company. Such transfer or assignment shall only
apply where there is no interruption of the use or location of the service or facilities.

2.2.4 Prior written permission from the Company is required before any assignment or
transfer. All regulations and conditions contained in this tariff shall apply to all such
ermitted assignees or transferees, as well as all conditions for service.

225 Customers reselling or rebilling services must have a Certificate of Public
Convenience and Necessity as an interexchange carrier from the South Dakota Public

Utilities Commission.
Issued: June 17, 1999 Effective: October 15, 1999
By: Gail E. Granton, Vice President
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SECTION 2. RULES AND REGULATIONS (Cont'd)

23 Liability of Cai

2.3.1 Except as otherwise stated in this section, the liability of Carrier for damages arising
out of either: (1) the furnishing of its services, including but not limited to mistakes,
omissions, interruptions, delays, or errors, or other defects, representations, or use of
these services, or (2) the failure to furnish its service, whether caused by acts or
omission, shall be limited to the extension of allowances to the Customer for
interruptions in service as set forth in Section 2.4.

23.2 Except for the extension of allowances to the Customer for interruptions in service
as set forth in Section 2.4, Carrier shall not be liable to a Customer or third party for
any direct, indirect, special, incidental, reliance, consequential, exemplary or punitive
damages, including, but not limited to, loss of revenue or profits, for any reason
whatsoever, including, but not limited to, any act or omission, failure to perform,
delay, interruption, failure to provide any service or any failure in or breakdown of
facilities associated with the service.

2.3.3 The liability of Carrier for errors in billing that result in overpayment by the
Customer shall be limited to a credit equal to the dollar amount erroneously billed
or, in the event that payment has been made and service has been discontinued, to a
refund of the amount erroneously billed.

Issued: June 17, 1999 Effective: October 15, 1999

By: Gail E. Granton, Vice President
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SECTION 2. RULES AND REGULATIONS (Cont'd)

23  Liability of Carrier (Cont’d)
2.3.4 Carrier shall not be liable for any claims for loss or damages involving:

A.

Any act or omission of: (1) the Customer, (2) any other entity fumnishing
service, equipment or facilities for use in conjunction with services or
facilities provided by Carrier; or (3) common carriers or warchousemen;

Any delay or failure of performance or equipment due to causes beyond
Carrier’s control, including but not limited to, acts of God, fires, floods,
earthquakes, hurricanes, or other catastrophes; national emergencies,
insurrections, riots, wars or other civil commotions; strikes, lockouts, work
stoppages or other labor difficulties; criminal actions taken against Carrier;
unavailability, failure or malfunction of equipment or facilities provided by
the Customer or third parties; and any law, order, regulation or other action
of any governing authority or agency thereof;

Any unlawful or unauthorized use of Carrier’s facilities and services;

Libel, slander, invasion of privacy or infringement of patents, trade secrets,
or copyrights arising from or in connection with the transmission of
communications by means of Carrier-provided facilities or services; or by
means of the combination of Carrier-provided facilities or services with
Customer-provided facilities or services;

Breach in the privacy or security of communications transmitted over
Carrier’s facilities;

Issued: June 17, 1999 Effective: October 15, 1999

By:

Gail E. Granton, Vice President

International Exchange Communications, Inc. d/b/a IE Com
500 Airport Blvd., Suite 340

Burlingame, California 94010




International Exchange Communications, Inc. South Dakota P.U.C. Tariff No. 1

d/b/a IE Com

Original Sheet No. 11

SECTION 2. RULES AND REGULATIONS (Cont'd)

23  Liability of Carrier (Cont'd)
234 (Cont'd)

F.

Changes in any of the facilities, operations or procedures of Carrier that
render any equipment, facilities or services provided by the Customer
obsolete, or require modification or alteration of such equipment, facilities
or services, or otherwise affect their use or performance, except where
reasonable notice is required by Carrier and is not provided to the Customer,
in which event Carrier’s liability is limited as set forth in subsection 2.3.1 of
this Section 2.3.

Injury to property or injury or death to persons, including claims for
payments made under Workers' Compensation law or under any plan for
employee disability or death benefits, arising out of, or caused by, any act or
omission of the Customer, or the construction, installation, maintenance,
presence, use or removal of the Customer’s facilities or equipment connected,
or to be connected to Carrier's facilities;

Any intentional, wrongful act of a Carrier employee when such act is not
within the scope of the employee's responsibilities for Carrier and/or is not
authorizeu bv Carrier;

Any representations made by Carrier employees that do not comport, or that
are inconsistent, with the provisions of this TarifT;

Any act or omission in connection with the provision of 911, E91 1, or similar
services involving emergencies;

Any noncompletion of calls due to network busy conditions;

Any cails not actually attempted to be completed during any period that
service i unavailable.

Issued: June 17, 1999

Effective: October 15, 1999
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SECTION 2. RULES AND REGULATIONS (Cont'd)

23  Liability of Camier (Cont'd)

2.3.5 Carrier shall be indemnified, defended and held harmiess by the Customer or end
user from and against any and all claims, loss, demands, suits, expense, or other
action or any liability whatsoever, including attomey fees, whether suffered, made,
instituted, or asserted by the Customer or by any other party, for any personal injury
to or death of any person or persons, and for any loss, damage or destruction of any
property, including environmental contamination, whether owned by the Customer
or by any other party, caused or claimed to have been caused directly or indirectly
by the installation, operation, failure to operate, maintenance, presence, condition,
location, use or removal of any Carrier or Customer equipment or facilities or service
provided by Carrier.

Carrier does not guarantee nor make any warranty with respect to installations

provided by it for use in an explosive atmosphere. Except as otherwise provided for
by applicable law or regulations or determined by a court of competent jurisdiction
and unless due to Carrier’s negligence, Carrier shall be indemnified, defended and
held harmless by the Customer from and against any and all claims, loss, demands,
suits, or other action, or any liability whatsoever, including attomey fees, whether
suffered, made, instituted or asserted by the Customer or by any other party, for any
personal injury to or death of any person or persons, and for any loss, damage or
destruction of any property, including environmental contamination, whether owned
by the Customer or by any other party, caused or claimed to have been caused
directly or indirectly by the installation, operation, failure to operate, maintenance,
presence, condition, location, use or removal of any equipment or facilities or the
service.

Issued: June 17, 1999 Effective: October 15, 1999
By: Gail E. Granton, Vice President
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SECTION 2. RULES AND REGULATIONS (Cont'd)

23  Lisbility of Camier (Cont'd)

2.3.7 Carrier assumes no responsibility for the availability or performance of any cable or
satellite systems or related facilities under the control of other entities, or for other
facilities provided by other entities used for service to the Customer, even if Carrier
has acted as the Customer’s agent in arranging for such facilities or services. Such
facilities are provided subject to such degree of protection or nonpreemptibility as
may be provided by the other entities.

2.3.8 Any claim of vhatever nature against Carrier shall be deemed conclusively to have
been waived uiless presented in writing to Carrier within 180 days after the date of
the occurrence that gave rise to the claim.

24  Interruption of Service

2.4.1 Credit allowance for the interruption of service which is not due to The Company's
testing or adjusting, negligence or the customer, or to the failure of channels or
equipment provided by the customer, are subject to the general liability provisions
set forth in 2.3.1 herein. It shall be the customer’s obligation to notify the Company
immediately of any service interruption for which a credit allowance is desired.
Before giving such notice, the customer shall ascertain that the trouble is not being
crused by any action or omission by the customer within his control, if any,
fu.nished by the customer and connected to the Company's facilities. No refund or
credit will be made for the time that the Company stands ready to repair the service
and the subscriber does not provide access to the Company for such restoration work.

242 No credit shall be allowed for an interruption of a continuous duration of less than
twenty-four hours after the subscriber notifies the Company.

Issued: June 17, 1999 Effective: October 15, 1999
By: Gail E. Granton, Vice President
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SECTION 2. RULES AND REGULATIONS (Cont'd)
24 Interruption of Sexvice (Cont'd)

243 The customer shall be credited for an interruption of more than twenty-four hours as
follows:

Credit Formula:

Credit=A/BxC

*A" - outage time in hours

*B*" - total hours in a month (month = 720)
*C" - total monthly charge for affected facility

Tssued: Junc 17, 1999 Effective: October 15, 1999
By: Gail E. Granton, Vice President

International Exchange Communications, Inc. d/b/a IE Com
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2.5

2.6

2.7

SECTION 2. RULES AND REGULATIONS (Cont'd)
Di A Y PR el
Carrier, upon S working days written notice to the Customer, may discontinue service or

cancel an application for service without incurring any liability for any of the following
reasons:

2.5.1 Non-payment of any sum due to Carrier for regulated service for more than thirty
days beyond the date of rendition of the bill for such service.

2.5.2 A violation of any regulation goveming the service under this tariff.

2.53 A violation of any law, rule, or regulation of any govemnment authority having
jurisdiction over such service.

Deposits

The Company does not require a deposit from the Customer.

Advance Payments

For Customers whom the Company feels an advance payment is necessary, the Company
reserves the right to collect an amount not to exceed one (1) month's estimated charges as an

advance payment for service. This will be applied against the next month's charges and if
necessary a new advance payment will be collected for the next month.

Issued: June 17, 1999 Effective: October 15, 1999
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SECTION 2. RULES AND REGULATIONS (Cont'd)
28  Customer Complaints

Customer complaints are handled by a full service customer service department. Carrier’s
toll-free number will be printed on customer bills. Customers may call 1-888-551-0597
during normal business hours or submit a written complaint to:

International Exchange Communications, Inc. d/b/a IE Com
500 Airport Boulevard, Suite 340
Burlingame, CA 94010

If the customer is not satisfied with the Company's response, the customer may contact the
South Dakota Public Utilities Commission, Capitol Building, 1st floor, 500 East Capitol
Avenue, Pierre, SD 57501-5070 Telephone: (605)773-3201 or 1-800-332-1782.

Issued: June 17, 1999 Effective: October 15, 1999
By: Gail E. Granton, Vice President
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29

2.10

2.11

SECTION 2. RULES AND REGULATIONS (Cont'd)

Taxecs

All state and local taxes (i.c., gross receipts tax, sales tax, municipal utilitics tax) are listed
as scparate line items and are not included in the quoted rates.

Billing of Call

All charges due by the subscriber are payable at any agency duly authorized to receive such
payments. Any objection to billed charges should be promptly reported to the Company.
Adjustments to customers’ bills shall be made to the extent that records are available 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.

Mini Use C

2.11.1 The Company may offer services which require 2 minimum use guarantee “MUG"™)
herein the Subacri in writiag: o pay the mind par period
agreed to upon commencement of service. Subscribers falling below their MUG will
be billed for the minimum amount due per period pursuant to the MUG agreement.

2.11.2 Should the Subscriber choose to terminate their contract prior to expiration of the
term agreed to in the MUG agreement, the Subscriber will be liable for the minimum
usage requirements contained in the contract multiplied by the number of months
remaining in the term, unless Subscriber converts to another Company service with
equal or greater term and minimum usage commitments. If no minimum usage
requirements are specified in the contract, upon any early termination of Subscriber’s
contract, Subscriber will be liable for their monthly average usage (calculated over
the last three full months immediately preceding the date of termination) multiplied
by the number of months remaining in the term.

Issued: June 17, 1999 Effective: October 15, 1999
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2.11

2.12

SECTION 2. RULES AND REGULATIONS (Cont'd)
Minimum Use Contracts (Cont’d)

2.11.3 The initial contract period for service under this section is one month. Subsequent
contract periods shall be for additional one-month periods unless otherwise specified.

Individual C

At the option of the Company, service may be offered on a contract basis to meet specialized
requirements of the Customer not contemplated in this tariff as approved by the Commission.
The terms of each contract shall be mutually agreed upon between the Customer and
Company and may include discounts off of rates contained herein, waiver of recurring or
nonrecurring charges, charges for specially designed and constructed services not contained
in the Company’s general service offerings, or other customized features. The terms of the
contract may be based partially or completely on the term and volume commitment, type of
originating or terminating access, mixture of services or other distinguishing features.
Service shall be available to all similarly situated Customers for a fixed period of time
following the initial offering for the first contract Customer as specific in each individual
contract.

Issued: June 17, 1999 Effective: October 15, 1999
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SECTION 3. DESCRIPTION OF RATES AND SERVICES

The regulations set forth in this section explain how to apply the rate trbles associated with the
various service offerings described in Section 4, following.

3.1

32

33.

34.

The Customer’s long distance usage charge is based on the actual usage of the Company’s
network. Usage begins when the called party picks up the receiver, (i.c. when 2-way
communications, often referred to as “conversation time” is possible.). When the called
party picks up is determined by hardware answer supervision in which the local telephone
company sends a signal to the switch or the software utilizing audio tone detection. When
software answer supervision is employed, up to 60 seconds of ringing is allowed before it
is billed as usage of the network. A call is terminated when the calling or called party hangs
up.

Billing I
The minimum call duration for billing purposes is thirty seconds for a connected call and
calls beyond thirty seconds are billed in six second increments.

Uncompleted Calls

The Company does not bill customers for calls which are not completed (busy numbers, no
answer, etc.).

Credit and Refunds

If a credit is requested on a call due to trouble on the line (such as bad connection,
disconnection, wrong number dialed, etc.), and the credit is requested immediately through

the operator of the underlying carrier, it is issued promptly. All other credit requests are
handied through the Company's business office.

Issued: June 17, 1999 Effective: October 15, 1999
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35

36

SECTION 3. DESCRIPTION OF RATES AND SERVICES (Cont’d)
Calcalation of Di

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.

The airline mileage between rate centers is determined by applying the formula below to the
vertical and horizontal coordinates associated with the rate centers involved. The Company
uses the rate centers that are produced by Bell Communications Research in the NPA-NXX
V & H Coordinates Tape and Bell's NECA Tariff No. 4.

FORMULA:

The square

root of: - +(Hl-
10

Mini Call Completion R

A customer can expect a call completion rate (number of calls completed / number of calls
attempted) of not less than 90% during peak use periods.

Issued: June 17, 1999 Effective: October 15, 1999
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SECTION 3. DESCRIPTION OF RATES AND SERVICES (Cont'd)

Service Offeri
3.7.1 Prepaid Calling Card - “Travel Express”

Prepaid Calling Card - “Travel Express”, (non-operator assisted, direct-dial) is
offered to Customers who purchase a prepaid calling card from Carrier. This
product is offered to Customers through agents who have contracted with Carrier to
maricet this service to said customers. Cards will be issued in denominations of $10,
$20, $30, $50 and $100.

Calls are subject to 2 one (1) minute minimum billing duration, and sixty (60) second
of the rates set forth in this Section results in a fractional charge for an individual
call, the total charge for that particular call will be rounded up to the next higher cent.
Calis are rated based on call duration, as measured from answer supervision to
disconnect. No charge will generally apply to uncompleted calls, which include
“ring busy” and *ring no answer” calls. All rates will be per minute of usage, twenty-
four (24) hours per day, and seven (7) days per week, 365 days per year. The charge
is deducted from the remaining balance on the card after disconnect. The Customer
is notified by a beep when one (1) minute of usage remains on the card, if the card
is in use.

For intrastate interLATA and intraLATA calls, Customers access the Prepaid Calling
Card service by:

1. Dialing 1 + Toll Free Number (800/888) - as indicated on reverse of card.

2. At voice prompt, entering the Card Number.

3 At voice prompt, entering desired destination number by dialing 1 + (Area
Code ([NPA]) + (Exchange [NXX]) + (Station [XXXX]).

4, Calls are routed over Carricr’s transmission and switching facilities to any
valid domestic location served by Carrier.

5. Customer is notified of the dollar value and the number of domestic minutes

of usage remaining on the card.
Issued: June 17, 1999 Effective: October 15, 1999
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SECTION 3. DESCRIPTION OF RATES AND SERVICES (Cont’d)
3.7  Sexvice Offerings (Cont’d)
3.72 SNAP Service™

SNAP Service™ (non-operator assisted, direct-dial) is offered to customers, including
but not limited to, residential and business Customers.

Calls are subject to a one (1) minute minimum billing duration, and sixty (60) second
billing increments. Calls are rated based on call duration, as measured from answer
supervision to disconnect. No charge will generally apply to uncompleted calls,
which include “ring busy™ and “ring no answer” calls, and such uncompleted calls
will not knowingly be charged to the Customer and, if charged in error, will be
refundable to the Customer. Unless where otherwise specified herein, when the
application of the rates set forth in this Section results in a fractional charge for an
individual call, the total charge for that particular call will be rounded up to the next
higher cent.

All calls and charges covered by this product description will be rendered to the
customer by the Local Exchange Company (LEC) on behalf of Carrier by its billing
agent.

Issued: June 17, 1. 99 Effective: October 15, 1999
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SECTION 3. DESCRIPTION OF RATES AND SERVICES (Cont’d)
3.7  Service Offerings (Cont’d)
373 Postpaid Calling Card - “Travel Express™
Carrier offers Postpaid Calling Card - “Travel Express,” (non-operator assisted,
direct-dial) to customers who select Carrier as their long distance carrier and request
a calling card on the letter of Authorization (LOA) submitted to Carrier for

activation. This product is offered to Customers through agents who have contracted
with Carrier to market this service to said Customers.

Calls are subject to a one (1) minute minimum billing duration, and sixty (60) second
billing increments. Calls are rated based on call duration, as measured from answer
supervision to disconnect. No charge will generally apply to uncompleted calls,
which include “ring busy” and “ring no answer” calls.

1. Dialing 1+ toll free number (800/888) - as indicated on reverse of card.

2. At voice prompt, entering card number.

3. At voice prompt, entering desired destination number by dialing It (Area
Code ([NPA]) + (Exchange [NXX]) + (Station [XXXX]).

4. Calls are routed over Carrier’s transmission and switching facilities to any
valid domestic location served by Carrier.

The charges for usage on this card will be billed on the customer's Local Exchange
Company. (LEC) bill using the customer’s billing telephone number.

All rates will be per minute of usage, twenty-four (24) hours per day, and seven days

per week, 365 days per year.
Issued: June 17, 1999 Effective: October 15, 1999
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SECTION 3. DESCRIPTION OF RATES AND SERVICES (Cont’d)

International Program (IP) - Residential/Retail™ (non-operator assisted, direct-dial)
is offered to Customers who have a residential line(s) at their premisc and are
presubscribed to Carrier. The Customer must select the IP - Residential/Retail™

product on the Carrier Letter of Agency (LOA).

Calls are subject to a one (1) minute minimum billing duration, and sixty (60) second
billing increments. Calls are rated based on call duration, as measured from answer
supervision to disconnect. No charge will generally apply to uncompleted calls,
which include “ring busy” and “ring no answer” calls, and such uncompleted calls
will not knowingly be charged to the Customer and, if charged in error, will be
refundable to the Customer. Unless where otherwise specified herein, when the
application of the rates set forth in this Section results in a fractional charge for an
individual call, the total charge for that particular call will be rounded up to the next
higher cent.

For intrastate interLATA and intraLATA calls, Customers access IP -
Residential/Retail™ by dialing 1 + (Area Code [wher: required]) + (Exchange
[NXX]) + (Station [XXXX]). Calls are routed over Carrier’s transmission and
switching facilities to any valid domestic location served by Carrier

All calls and charges covered by this product description will be rendered to the
customer by the Local Exchange Company (LEC) on behalf of Carrier by its billing
agent.

Issued: June 17, 1999 Effective: October 185, 1999
By: Gail E. Granton, Vice President

International Exchange Communications, Inc. d/b/a IE Com

500 Airport Blvd., Suite 340

Burlingame, California 94010
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3.7

SECTION 3. DESCRIPTION OF RATES AND SERVICES (Cont’d)

Service Offcrings (Cont’d)

375

International Program (IP) - Commercial (Dedicated)™, (non-operator assisted,
direct-dial) is offered to Customers who have provisioned a dedicated access, private
line between their premise and a Carrier point of presence (POP). The Customer
must select the [P - Commercial (Dedicated)™ product on the Carrier letter of agency
(LOA).

Calls are subject to a thirty (30) second minimum billing duration, and six (6)
second billing increments. Calls are rated based on call duration, as measured from
answer supervision to disconnect. No charge will generally apply to uncompieted
calls, which include “ring busy” and “ring no answer” calls, and such uncompleted
calls will not knowingly be charged to the Customer and, if charged in error, will be
refundabie to the Customer.

For intrastate int.r_LATA and intralLATA calls, Customers access IP - Commercial
(Dedicated)™ by their switch (PBX) outpulsing (dialing) the (Area Code [where
required]) + (Exchange [NXX]) + (Station [XXXX]). Calls are routed over Carrier’s

jasion and switching facilities 0 sy valid d L Tokas i by
Camier.

Al cails and charges covered herein will be rendered to the Customer by Carrier
directly. All rates are F.O.B. at the nearest Carrier point of presence to the Customer.
From time to time, Carrier will publish a list of its points of presence in the United
States.

This dedicated access service will be contracted with Carrier and subject to a six
m¢ th term contract. Additionally, the customer will be required to invoice a
minimum of $3,000 per month or 50,000 billable minutes of traffic to all
destinations. This provision will be waived for the first two months of the term
period.

Issved: June 17, 1999 Effective: October 15, 1999
By: Gail E. Granton, Vice President

International Exchange Communications, Inc. d/b/a IE Com

500 Airport Bivd., Suite 340

Burlingame, California 94010



International Exchange Communications, Inc. South Dakota P.U.C. Tariff No. 1
d//a IE Com Original Sheet No. 26

SECTION 3. DESCRIPTION OF RATES AND SERVICES (Cont’d)
37  Service Offcrings (Cont’d)
3.76 Imcmational Program - Commercial (1+)™

International Program (IP) - Commercial (1+)™ (non-operator assisted, direct-dial)
is offered to customers who have a business line(s) at their premise and are
presubscribed to Carrier. The customer must select the IP - Commercial (1+)™
product on the Carrier letter of agency (LOA).

Calls are subject to a thirty (30) second minimum billing duration, and six (6)
second billing increments. Calls are rated based on call duration, as measured from
answer supervision to disconnect. No charge will generally apply to uncompleted
calls, which include “ring busy” and “ring no answer” calls, and such uncompleted
calls will not knowingly be charged to the Customer and, if charged in error, will be
refundable to the Customer.

For intrastate interLATA and intraLATA calls, Customers access IP - Commercial
(1+)™ by dialing 1 + (Arca Code [where required]) + (Exchange [NXX]) + (Station
[XXXX]). Calls are routed over Carrier’s transmission and switching facilities to
any valid domestic location served by Carrier.

At the customer’s option, all calls and charges covered by this product description

can be rendered to the customer by :
1) the Local Exchange Company (LEC) on behalf of Carrier by its billing agent;
or
(i) Carrier directly.
Issued: June 17, 1999 Effective: October 15, 1999
By: Gail E. Granton, Vice President
: International Exchange Communications, Inc. d/t/a IE Com
5 SmAnpatBlvd.,Summ

Burlingame, California 94010
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3.7

SECTION 3. DESCRIPTION OF RATES AND SERVICES (Cont’d)

Sexvice Offerings (Cont’d)
3.7.7 1+ Squarc Deal™

1+ Square Deal™ (non-operator assisted, direct-dial) is offered to customers who
have a residential line(s) at their premise and are presubscribed to Camier. The
Customer must select the 1+ Square Deal™ product on the Carrier’s letter of agency
(LOA) or select Carrier as their long distance carrier with their Local Exchange
Company (LEC).

Calls are subject to a one (1) minimum billing duration, aud sixty (60) second billing
increments. Calls are rated based on call duration, as measured from answer
supervision to disconnect. No charge will generally apply to uncompleted calls,
which include “ring busy” and "ring no answer™ calis, and such uncompleted calls
will not knowingly be charged to the Customer and, if charged in error, will be
refundable to the Customer.

Customers access 1+Square Deal by dialing 1+ (Arca Code [where required])+
(Exchange [NXX])+ (Station [ XXXX]). Calls are routed over Camrier’s transmission
and switching facilitics to any valid domestic location served by Carrier.

All calls and charges covered by this product will be rendered to the customer by the
Local Exchange Company (LEC) on behalf of Carrier by its billing agent.

Carier reserves the right to apply all credit policies and procedures in effect at the
time of the customer’s order for service prior to processing of said order. Carrier
additionally reserves the right to discontinue providing service to a customer if in
Carmier’s sole discretion it belicves that the service is being fraudulently to
improperly used.

Issucd: June 17, 1999 Effective: October 15, 1999
By: Gail E. Granton, Vice President

International Exchange Communications, Inc. d/b/a IE Com

500 Airport Blvd., Suite 340

Burlingame, California 94010
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SECTION 3. DESCRIPTION OF RATES AND SERVICES (Cont'd)
37  Service Offerings (Cont'd)
3.7.8 Toll Free Service

Toll Free Service is an inbound-only service that allows callers located in the United
States to place toll-free calls by dialing a telephone number in the 800,888 or other
toll free area code. Calls may be terminated either to the Customer’s local exchange
telephone service, or to a dedicated access line. Call charges are billed to the
Customer rather than to the originating caller.

Issued: June 17, 1999 Effective: October 15, 1999
By: Gail E. Granton, Vice President

International Exchange Communications, Inc. d/b/a IE Com

500 Airport Bivd., Suite 340

Burlingame, California 94010
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SECTION 4. RATES
41  Prpeid Calling Cand - “Travel Express™

Per Minute Charge: $0.30
42  SNAP Service™
Per Minute Charge: $0.10
3 R e
Per Minute Charge: $0.12

Per Call Surcharge:* $0.75

> Surcharge applies in addition to the per minute usage rate.

45

Issued: June 17, 1999 Effective: October 15, 1999

By: Gail E. Granton, Vice President
International Exchange Communications, Inc. d/b/a IE Com
500 Airport Blvd., Suite 340
Burlingame, California 94010
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SECTION 4. RATES (Cont’d)
4.7 1+ Squarc Deal™
47.1 Measurcd Rates

All rates will be per minute of usage, twenty-four (24) hours per day, and seven (7)
days per week, 365 days per year.

Peak hours are Monday through Friday, 7 am. to 7 p.m.

off-
Peak Peak
Per Minute Charge $0.22 $0.10
Unless where otherwise specified herein, when the application of the rates set forth in this

Section results in a fractional charge for an individual call, the total charge for that particular
call will be rounded up to the next higher cent.

48. Toll Free Service
Per Minute Charge:  $0.12

:
Issued: June 17, 1999 Effective: October 15, 1999
By: Gail E. Granton, Vice President
Internationsl Exchange Communications, Inc. d/b/a [E Com
Burlingsme, California 94010
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49 Pavment of Calis

49.1 Latc Paymcnt Charges
Interest charges of 1.5% per month will be assessed on all unpaid balances more than
thirty days old.

492 Rectum Check Charges

A retum check charge of $25.00 will be assessed for checks returned for
insufficient funds if the face value does not exceed $50.00, $30.00 if the face
value does exceed $50.00 but does not exceed $300.00, $40.00 if the face value
exceeds $300.00 or 5% of the value of the check, which ever is greater.

4.10 Restoration of Sexvice
A reconnection fee of $25.00 per occurrence is charged when service is re-established for
customers who had been disconnected for non-payment.

4.11 Special Promotions
The company will, from time to time, offer special promotions to its customers waiving
certain charges. These promotions will be approved by the Commission with specific
starting and ending dates.

Issued: June 17, 1999 ‘Effective: October 15, 1999
By: Gail E. Granton, Vice President

International Exchange Communications, Inc. d/b/a IE Com

500 Airport Blvd., Suite 340

Burlingame, California 94010
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South Dakota Public Utilities Commission

WEEKLY FILINGS
For the Period of June 17, 1999 through June 23, 1999

If you need a complete copy of a filing faxed, overmnight expressed, or mailed to you, please contact
Delaine Kolbo within five business days f this filing.
Phone: 605-773-3705 Fax 605-773-3809

CONSUMER COMPLAINTS

CT99-007 In the Matter of the Complaint filed by Philip and Darlene Bestgen, Whitewood,
South Dakota, against U S WEST Communications, Inc. Regarding Lack of
Easement for Facility Property.

The Complainants claim that U S WEST Communications buried a cable on their property without an
easement. They further claim that when U S WEST Communications was informed of the issue, U S
WEST Communications signed a contract to remove the cable by November 29, 1998 and paid
$1600 for indemnification.

The cable has not been removed. The Complainants seek the following relief. "We ask that U S
WEST pay the same daily indemnification from November 29, 1998, to the date of removal as they
did from Aug. 29, 1998 to Nov. 29, 1998. We ask that this money be made payable to South Dakota
schools of our choice and for the matter to be addressed as personal private property rights as the

CT99-008 In the Matter of the Complaint filed by Brady and Tiffiny Cramer, Sioux Falls,
South Dakota, against MC! WorldCom Regarding Unauthorized Switching of Long
Distance Service.

The Complainants allege that their long distance telecommunications service was switched without
their authorization. After several attempts to correct the problem over the past year, they remain
unsatisfied The Complainants are seeking a re-rating of their billing to 10 cents per minute plus an
amount to hold the companies accountable for their difficulty.




TELECOMMUNICATIONS

‘ in the Matter of the Application of intemational Exchange Communications, inc.
d/b/a IE Com for a Certificate of Authority to Provide Telecommunications
Services in South Dakota.

International Exchange Communications, Inc. db/a IE Com has filed a request for a Certificate of
Authority to offer resold interexchange services, including, but not limited to , 1+ long distance
message telecommunications services and prepaid and postpaid calling card services to business
and residential customers.

Staff Analyst: Michele Farris
Staff Attorney: Camron Hoseck
Date Filed: 06/17/99
Intervention deadline: 07/09/99

TC99-062 In the Matter of the Application of DIECA Communications, inc. d/b/a Covad
Communications Company for a Certificate of Authority to Provide
Telecommunications Services, Including Local Exchange Services, in South
Dakota.

DIECA intends to provide both facilities-based and resold interexchange and local exchange
services. DIECA requests authority to provide services throughout U S West and any other
incumbent local exchange carrier territories not qualifying as small or rural local exchange carriers.

Date Filed: os/mss
Intervention Date: 07/09/99

TC99-063 In the Matter of the Establishment of Switched Access Revenue Requirement for
Splitrock Telecom Cooperative, inc.

Splitrock Telecom Cooperative, Inc. filed a switched access cost study developing a revenue
requirement that is included in the revenue requirement used to determine the switched access rates
for the Local Exchange Carrier Association.

TC99-064 In the Matter of the Establishment of Switched Access Revenue Requirement for
Midstate Telephone Company and Heartland Communications, Inc.




Midstate Telephone Company and Heartland Communications, Inc. filed a single switched access
md‘dydudopngamwmdusndudedmmemmwb

in the Matter of the Establishment of Switched Access Revenue Requirement for
Valiey Telecommunications Cooperative Association and Valley Cable & Satellite
Communications.

Valiey Telecommunications Cooperative Association and Valley Cable & Satellite Communications

filed a single switched access cost study developing a revenue requirement that is included in the
mwwwmmmMmummmm

TC99-066 In the Matter of the Establishment of Switched Access Revenue Requirement for
Sully Buttes Telephone Cooperative, inc. and Venture Communications, Inc.

Sully Buttes Telephone Cooperative, Inc. and Venture Communications, Inc. filed a single switched
access cost study developing a revenue requirement that is included in the revenue requirement
uged to determine the switched access rates for the Local Exchange Carrier Association.

; Staff Analyst: Harlan Best/Keith Senger
‘ Staff Attomey: Karen Cremer

ﬁ Date Filed: 06/23/99 ;

ﬁ Intervention Deadline: 07/09/99

5 You may receive this listing ard other PUC publications via our website or via intermnet e-mail.
You may subscribe or unsub scribe to the PUC maifing lists at hitp://iwww.state.sd.us/puc/
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION OF ) ORDER GRANTING
INTERNATIONAL EXCHANGE ) CERTIFICATE OF
COMMUNICATIONS, INC. D/B/A IE COM FOR ) AUTHORITY
A CERTIFICATE OF AUTHORITY TO PROVIDE )

TELECOMMUNICATIONS SERVICES IN ) TC99-061
SOUTH DAKOTA )

On June 17, 1999, the Public Utilities Commission (Commission), in accordance
with SDCL 49-31-3 and ARSD 20:10:24.02, received an applization for a certificate of
authority from International Exchange Communications, Inc. d/b/a IE Com (IE Com).

IE Com proposes to offer resold interexchange services, including, but not limited
to, direct dial "1+" long distance message telecommunications service (MTS) and prepaid
and postpaid calling card services to business and residential customers. A proposed
tariff was filed by IE Com. The Commission has classified long distance service as fully

On June 24, 1999, the Commission electronically transmitted notice of the filing and
the intervention deadline of July 9, 1999, to interested individuals and entities. No
petitions to intervene or comments were filed and at its October 7, 1999, meeting, the
Commission considered IE Com's request for a certificate of authority. Commission Staff
recommended granting a certificate of authority. Commission Staff further recommended
a waiver of 20:10:24:02(8).

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 IE Com has met the legal requirements established for the granting of a
certificate of authority. IE Com has, in accordance with SDCL 49-31-3, demonstrated
sufficient technical, financial and managerial capabilities to offer telecommunications
services in South Dakota. Further, the Commission finds that there is good cause to waive
subparagraph (8) of ARSD 20:10:24:02. The Commission approves IE Com's application
for a certificate of authority. As the Commission's final decision in this matter, it is
therefore

ORDERED, that IE Com's application for a certificate of authority is hereby granted.

FURTHER ORDERED, that the Commission finds good cause to waive
subparagraph (8) of ARSD 20:10:24:02. ltis

FURTHER ORDERED, that IE Com shall file informational copies of tariff changes
with the Commission as the changes occur.
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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 7, 1999
Docket No. TC99-061

This is to certify that

INTERNATIONAL EXCHANGE COMMUNICATIONS, INC.
D/B/A IE COM

is authorized to provide telecommunications services in Souih 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 Pierrc, South Dakota, this ﬂdday of ﬂm 1999,

SOUTH DAKOTA PUBLIC
UTILITIES COMMISSION:

ES A. BURG, irman

PAM NELSON, Corjry\issioner

Sl

LASKA SCHOENFELDER, Commissioner






