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WASHINGTON, D. C. ZOOl8 

June 9, 1997 

Director, Division of Records and Reporting 
Florida Public Service Commission 
2550 Shumard Oak Boulevard 
Tallahassee, Florida 32399 

WNTOn OIII(Cf lM 

IJOJIMI.-

Re: Application or Golden Hamor, Inc., d/b/a Hometown Telephone, 
Inc. ror Authority to Provide Resold Alternative Local Exchance 
Service 

Dear Ms. Bayo: 

Enclosed herewith for fiJjng with the Florida Public Service Commission are 
the original and fifteen (IS) copies of Golden Harbor, lnc. 's (d/b/a Hometown Telephone, 
lnc.} application for authority to provide resold alternative local exchange service. Also 
enclosed is the required filing fee of $250.00. Kindly date· !!.amp the duplicate copy of this 
filing and return to the undersigned in the enclosed self-addressed, stamped envelope. 

encl. 

H IK.'IIIIIIO.UV4)4(DAI 

DOCUMENT NUI"'ilfR- OATE 

GS~ 59 JUN 10:;; 



FLOIJDA MUC SERYIC£ COIIIlSSICIIC 
CAPITAL CIRCLE OFFICE C£NTEJt - 2540 SfUIARD OAK IOULEYARD 

JA~ tat sto TAJLW.SSEE. FLOR~H-0850 
:JTAO '~ 

8 9 f KUl. " S t. ~ Cl 
APPUCATIOII FOitR 

for 

AUTalTY TO PIIOVIDE Al.TDICATIYE LOCAL EXCHAIII£ SERVICE 
lfllHlM 1HE STATE Of FlOillDA 

JISTIUCT1011S 

1. This for. is used for an original application for a certi ficate and 
for approval of salt, usigMtnt or transfer of an existing 
alternative local txdlange certificate. In case of a sale, 
assig1awnt or transfer, the 1nfo~t1on provided shall be for the 
purchaser. assignee or transfer ... 

2. R"pond to each tt• requested in the app11eation and appendices. 
If an 1t .. is not applicable, please explain why. 

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

4. If you have questions about c.oaplet1ng the fons, contact: 

Florid& Publtc Service C:O.ission 
Division of ec-Jnlicat1ons, Cert1f1e&t1on l ec.p1 tance Section 

:2540 ~I'd oat Boulevard 
Talllhua•, florida 3Z3tt-0866 

(104) 413-15600 

5. Once coapleted, subltt the original and six (6) copies of this form 
along with a non-refundable application t .. of $250 .. de payabl e to 
t.he Florida Public Service Co..isston at the above address. 

FORM PSC/CMU 8 (07/95) 
Required by Chapter 364.337 F.S . 

. .. 
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FLORIDA PUBLIC SERVICE CCIIIUSSJON 
WnAL CIRCLE OFFICE CEJITEJt - U40 5IUWID O.U IOULEYARD 

JAMtat~o TAL~:;E£· FLOK~~~-oeso 

0 J MUl • S t. I tl 
APPllCATICII FOIIIt 

for 

AIJTHOilTT TO PIOYlDE ALTEIIMTJVE LOCAL EXCHAHii£ SERVICE 
IIITHJII 11IE STAT£ Of FLORIDA 

IJISTIIJCTJCIIS 

1. This for. is used for an original application for a certificate and 
for approval of sale, usigr.ent or transfer of an existing 
alternative local exchange certificate. In case of a sale, 
asaitl .. nt or transfer, the infor.ation provided shall be for the 
purchaser, assignee or transftrH. 

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

3. Use a ieparate sheet for each answer which w111 not fit the allotted 
space. 

4. If you have questions about ca.pltt1ng the form, contact: 

Florida Publtc Service C.O..ission 
D1vts1on of ec-nicat1ons, Cert1f1catton l tc.pliance Section 

2540 st...rcl Oak Boulevard 
TalllhasHt, Florida 323519-0866 

(904) 413-NOO 

5. Once c.oepltted, subllit the original and six (6) copies of this form 
along ~th a non-refundable application fee of $250 .. de payable to 
the Florida Public Strv1ct Ca..1ss1on at the above address. 

FORM PSC/CMU 8 {07/95) 
Required by Chapter 364.337 F.S. 

. .. 



.. 

1. This is an application for (check one) : 

( x) Origtnal autbortt,y (new CC~~Pany) 

( } ~proval of tr•as,_ (to another c:trtiftcattd ca~~pany} 
~. a cert1f1eatld COIIPlnY purehuts 
an-iifittng CGIP&nY and des1rtl to retain 
tht origtnal certificate authority . 

( } Approval of ust• mt of extstir19 ctrt1ficatt (to a 
noneertificattcl COIIP&nY} 

EYJSlt, a non-certificated ~any 
purchues an existing c:o.pany and desires 
to 1"1tain tht certificate of authority 
rathtr than apply for a new certificate. 

( ) ~proval for transfer of control (to another certificated coarpany) 
fxJr]t, a co.pany purchases 51S of a 
ctrtifieattd co.pany. The Ca.hsion a~st 
approve tht new controlling entity. 

2.. Nae of applicant: 

Colden Ha rbor o! Plor i da, Inc . 
d/b/a Hometown Tolophonc, Inc . 

3. A. National u11ing adaress including strHt nut, ni.Dber, post office 
box, c:1ty , state, z1p Code, and phone ner. 

401 Carlson Ci r c le 
San Marcoa , Tcxaa 78666 
(512) 392-6284 

I. Florida .ailing address including strHt n&llle, nt.Bber, post 
office box, city , state, zip code, and Rhone number. 

C. PhYsical address of •1 •r native local exchange strv1ct in Florida 
including str"t name, nUibtr, post office box, city, zip code and Rh2nl 
ftU!Jbfr. 

Tho Applicant dooa not yet have an office i n Florida . 

FOIUt PSC/ CMU 8 (07 / 95) 
Required by Chapter 364.337 F.S. 

-2-



4. Structure of organization: 

! l 
Individual 

x Foreign Corporation 
&tntral Partnership 
Joint Venture ! l 

Corporation 
Foreign Part~ersh1p 
L i•1 ttd PartHtrsh1 p 
Other, Please explain, ______ _ 

s. If incorporated, pleue provide proof fr011 the Florida Secretary of State 
that the appl ic:ant h.as authority to operate in Flcrida. 

6. 

Corporate c:h.arter nUibtr: 01444204 

Sao attached BXIUBIT A 

~ vnder wh.1ch the applicant will do business (d/ b/ a): 

Hometown Telephone, Inc. 

7. If app11c:ab1t, please provide proof of fictitious nlllt (d/b/a) 
registration. 

F1c:t1t1ous nut registration n~ber: see exuinir A 

8. If applicant is an individual, partnership, or joint venture, please 
give n&~e, title and address of each legal entity. 

9. 

10. 

Applicant is a foreign corporetion. 

State ~r any of the officers, directors, or any of the ten largest 
stodcholdtrs have previously been adjudged bankrupt, •ntally 1ncocapetent, 
or found guilty of any felony or of any crt•, or whether such actions uy 
result fra1 pending proceedings. If so, please explain. 

None o! the applicant ' s officers, d i rectors , or any o f the ton 
l arqest stockholders has boon ad judqod bankrupt , mentol ly 
inco•petent or found quilty o! any Colony or oC ony crime . No 
such proc:eedinqa arc ~ndinq. 

Please provide the nut, t1tle, address, t elephone n~abtr, internet 
address, and fac:s1a11t nUibtr for the person serving as ongoing 11a1son 
with tht to..iss1on, and if different, the liaison responsible for this 
application. 

See attached BXIIIBIT B. 

11. Please list other statts 1n which the applicant 1s currently providing or 
has app11td to provide local exchange or alternat ive local exchange 
service. 

Georgia , Indiana 

FORM PSC/Cfru 8 (07 /9&) 
Requ1rtd by Chapter 364.337 F.S. 

-3-



12. Hu t.M app11cant been dtnied certification in any other state? If so , 
pleue list the state and reuon for dental. 

No, it haa not been denied certification ln any atate. 

13. Have penalties been 111P0sed against the applicant tn any other state? If 
so, please 11st the state and reuon for penalty. 

No, ponaltioa have not been i111poaod aqa in \ t ap,,licant in any 
state . 

14. Please indicate how a custoMr can ftle a service c~plaint with your 
co.pany. 

Cuata.era can call a toll-Croo CU1t~cr Service number , 
(800) 554-3057. 

15. Pleue provide all available doeu~entation demonstrating that the 
applicant hu the following capabi11~ies to provide alternative local 
exchange service 1n Florida. 

A. Financial capab111ty. 

Regarding the showing of financial capability, the following applies: 

The application should contain the applicant ' s financial stat ... nts 
for the .ost recent 3 years, including: 

1. the balance sh .. t 

2. income stat ... nt 

3. stat .. nt of retained earnings. 

Further, a written explanation, which can include supporting 
doeu~entation, regar~ing the followi ng should be provided to show 
financial capability. 

1. Please provide docu.entation that the applicant has sufficient 
financial capability to provide the requested service in the 
geographic area proposed to bt served . 

2. Please provide doeu.entation that the applicant has sufficient 
financial capability to .aintain the requested servi ce. 

3. Please 'provide docu.entation that the applicant has sufficient 
financial capability to Mtt its lease or ownership obligations. 

MOTE: This docu.entat1on aay include, but ts not liaited to, 
ftnanctal stat .. nt s, a projected profit and loss stattMnt, credit 
refertnces, credit bureau reports, and descriptions of business 
relationships with financial institutions . 

FORM PSC/CMU 8 (07/95) 
Required by Chapter 3!4.337 F. S. 

-4-



If available, tht finaneial stat ... nts should bt audited financia l 
stat-.nts. 

If tht applicant does not have audited ft na, chl stateMnts, it shall 
be so stated. Tht unaudited financial staueents should then be signed by 
the applicant's ch1ef executive officer and chtef financial officer. The 
signatures should atttst that the f1nanc1a') statwnts are tryt and 
correct. 

Ploa so see a t tached EXlliBJT c. 

1. Managerial capab111ty. 

Please see a t tached EXHIBIT D. 

c. Technical capability. 

Please sec attachod EXHtBlT E. 

FORM PSC/a!U 8 (07/95) 
Required by Chapter 364. 337 F.S. 

-5-



EXlllBIT A 

Certificate of Incorporation and 
Certificate of Foreign Authorization 



CES-CH 

tl~r ~tatr of ~rxae 

,rcrrtarv of ,tatr 

CE RTI F I CATE OF l~CORPURATION 

OF 

COLOEN HARHOk ~F FLORIOAt lhC. 
CHARTEO NOI'IdFk O l~~~ZO~ 

TtlE UNOERS tC~EO t AS SECRETARY OF STAH UF TttE STATE Of- TE XAS, 

HER~dY CtRTlf l cS THAT THE ATTACHe D AKTICLES ~F INCORP OR ATIUN FOR THE 

ABOVE NAI'IEO COKPtlRAT l Ot• HAV E !tEEN Rf.CElVEO IN TltiS OFF IC E: ANO ARE 

f~UNO TO CUNFOR" TO L~W . 

ACCOPU IN CLY t THe UNOEkSlCN F.U t A~ SECRETAkY OF STATft AHU BY VI RTUE 

UF THE AUTHOkiTY VE STEU IN THE S~CRE TAkY BY LA~, H~REBY ISSUlS T~ IS 

CERT IFICATE: Of INCORPORATI O~ . 

ISSUANCE ~ F THI S CERTI FI CATE Uf IN r.URPfJKAT I UN OOfS NOT AUTHORIZE 

TrlE uSE Uf A CORPORATE NA"E lN THIS STAr~ IN VIOL\TIUN OF THE R I ~HfS OF 

ANOTHFk UNUER rHE FEOE~AL T ~AOEI'IAPK ACi OF l~~o, TH~ TeXAS TkAOE"ARK LAWt 

OAT Eii I'IAY 

EFFEC.TI VE tUY 



.. .... --------\-
ARTICLBS OP INCORPORATION 

01' 

GOLDD HARBOR OJ' !'LORIDA, IJlC. 

ARTICLE ONg 

The name ot the corporation is Golden Harbor o f Fl or i da , 
•corporation•). 

ARTICLE TWO 

The Corporation ahall have perpetual dura tion . 

ARTICLE THREE 

I FILeD -
n 'he OMce 

Secretary ot S ot the 
late ot ·-

MAY 0 5 199l 

("~Section 

Inc. (the 

The purpoae for which the Corporation is oroanhed shall be 
the tran.aotion of any and all lawful buaine•• tor which a 
corporation may be incorporated purauant to the Tf"x.aa Buaineaa 
Corporation Act. 

ARTICLE FOUR 

The aggregate number of aharea whic h the Corporat ion ahall 
have authority to iaaue 1• 1 ? ,000 ahara• ot common atock , with par 
value of $00 . 01 per ahare. 

ARTICLE FIVE 

The Corporation will not commence business until it has 
received tor the iaauance o t i ta shares consideration o f the value 
of $1 , 000 , consisting of money , labor done, or proper t y a c tually 
received. 

ARTICLE SIX 

The street addreaa of the Corporation • a initi al regiatersd 
office is •01 C&rlaon Cirt..le , San Harcoa , Texae 78666. and the 
name of its initial registered agent at suc h address i s llaro l d E . 
Lovel ady . 

lf, .\'\) 
'\"' ABTICLE SEVEN 

The n r of director• conati t uting the ini tiAl Boa~d ot 
Directors ia ww., and the namea and addressee of the parsons who 
are to serve aa the initial d i r ect ors are: 

Harold E. Love lady 
401 Carlson Cir cle 
San Marcos, Texaa 78666 



Sally A. Batz 
6881 S . E. North Marina Way 
Stuart, Florida 34996 

ARTICLE EIGHT 

Cumulative voting of shares shall no t be allowed in the 

election of director•. The power to alter, a.mend or repeal the 
Corporation • s Bylaws and to adopt new Bylaws shall be ve e ted in 
the Board of Direc t ors, subject t o repeal or change by actio n of 

the shareholders. 

ARTICLP! NINg 

The name and address of the incorporator is : 

Harold E. Lovelady 
401 Carlson Circle 
San Marcos , Texas 78666 

A8TICLP! TEN 

Any action required or permitted by law to be .taken at any 
meeting of shareholder• may be taken without a meeting, without 

prior notice, and without a vote , if a consent or consents in 
writing, setting forth tha action ao taken, aball be signed by the 
ho lder• of outatanding aha~•• having not leaa than the minimum 
number of votea that would be necesaary to take such a ction a 1.. a 
meeting at which the bolder• of all shares entitled to vote on the 
matter were preaent and voted. 

ABTICLg P!I.gvp;N 

A director of the Corporation shall not be liable to the 
Corporation or ita ahareholders for monetary oamages for an act or 

omission in the director• s capacity as a director of the 

Corporation, except to the extent that such ex8111Ption from 

liability or limitation thereof is not permitted under the 
applicable laws of the qtat~ of Texas , inc luding, without 

limitation, the Texas Business Corporation Act and the Texas 
Miscellaneous Corporation Laws Act. as the same exist or may 
hereafter be amended. Any repeal or modification of the foregoing 
sentence shall not adversely affect any right or protec tio n o f a 
director of the Corporation existing hereunder in respec t or ato)' 
act or omiasion occurring prior to the time of suc h repeal or 

modification. 

- 2-
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May 13, 1997 

FLORIDA DEPARTMENT OF STATE 
Sandra B. Mortbam 

Secretary of State 

Qualification documents for GOLDEN HARBOR OF FLORIDA, INC. doing 
business in Aorida u HOMETOWN TELEPHONE, INC. were filed on 
May 12, 1997 and ualgned document number F97000002525. Please refer to 
thlo number whenever correspondlng with this office. 

Your corporation Is now qualified and authorized to transact business In Florida 
as of the flle date. 

A corporation annual report will be due this office between January 1 and May 1 
of the year following the calendar year of the file date. A Federal Employer 
Identification (FEI) number will be required before this report can be filed. If you 
do not already have an FEI number, please apply NOW with the Internal 
Revenue by calling 1-800-829·3676 and requesting form SS-4. 

Please be aware If the corporate address changes, It Is the responsibility of the 
corporation to notify thla office. 

Should you have any questions regarding this matter, please telephone (904) 
487-6091 , the Foreign QuallflcatlorVT ax Uen Section. 

Jennifer Sindt 
Document Examiner 
Division of Corporations Letter Number· 697 A00025419 

Division ofCorporationa ·P.O. BOX 6327 -Tallahassee, Florida 32314 



.. . 
• 1 • '· • 

APPLICATION- FOREIGN CORPORA TI~R AUTHORIZATION 
TO TRANSACT BUSINESS IN FLORIDA 

.. 

IN COMPUANCE WITH SEC170N 607. 1603, FLORIDA STATUTES, THE FOLLOWING IS 
SUBMITTED TO REGISTeR A FOREIGN CORPORA 170N TO TRANSACT BUSINESS IN THE 
STATE OF FLORIDA: 

1. Golden Harbor of rlor14a, Inc. 
(Nirili of corpofiUOii: lriUillridUdi lfii WOid 1NCORPORA I ar, "CCMPANr. 'tORPORATION", ot WCidi or 
atlbnr.UIIIona of uu ln1IOft In aqueoe u w111 cMelty lndlclla thllt llle a corponltion kwtHd of a Mtn .-~ 
or partnership If no110 contained In the ,..,. II pment.) 

3. ~i.ed for numser. If apipiiCibli) 

4. May 5, 1997 
(Dile OllnoorporatiC)fl) 

e. ·?~~ (biiP'JOitdi. {8ee iidiOfii 1507.1801. 807.1802. Ina 1111.188, F.s .)) 

7. 401 C•rlegn clrgle. ••n Ma•so•, Tewe• ,.,,, 

8 anv ~ al1 lfwful ~ainaaa,for~1ch a corporation aay be incorporated ~·•uant to 
. !:.~! ~·• !u•_n••• ~E:DQr•t!an !!!t: 

(Pulpoae(s) of~ 8UUMIItDd In home ltlla or coun11y to be CMted out In the ltlla of 
Aortda) 

9. Name and street addntss of Florida resjstw.d llglflt: 

Name: a T qprno••t'on •v•tem 

~Plue~n~t·~t~I~Q~D------•~• ~33~3~2~·~~~---
(Zlp CocH) 

E.A. Wallace, Aaet. Secretary 

IFL- 2188 - 1111~) {type Nime 80(1 TRJi Of otnOit) 
~·-



'• 

11. Attached Is a certirecate at axlatence duly authenticated, not more than 90 days prior to 
delivery at thll application to the Department at State, by the Sot'retaty of State or other offlclaJ 
havilg custody of caporate records In the jurisdiction \Mlder the ILw at which It Ia Incorporated. 

12. Names and addresMI at officers ~or d•ectora: 

A DIRECTORS 

Chaiman: -------------------------------------
Addren: 

VICe Chaiman: ----------------

Ad«ess: ----------------------------------

or~or. Herpld I. Lqyelady 

len MfrSA•· T•••• 78666 

o•ector: Ia! ly A let& 

~dress: fi&Bl •• Mpr ·b "'t'n• May 
stn•rt· rJqrtde 34996 

B. OFFICERS 

Preakkwrt:u.rgtd •. Lftx•' •dr 

Address: ~·~o~t_c~~~r~J~·~o~n~c~lur~g~la•-----------------------
••n Marso•, T•••• 78666 

Vice President Bernie;• •••no••k 

Ad«esa: 
a•O~t~c·~~r·J~·n~n~C•'~rc~lu•L-----------------------

leg Mecqge. Te••• 78666 

Secretary:,,, 'v • ••tc 

Address: §881 11 Ngrth Mertpe Mav 

Stuart, Fl o rid• 34996 

(RA 2189) 



r .. . . . . 
. .. e 

Treasurer: --------------------------------------
Ad~as: ____________________________________ ___ 

NOTE: If necea..-y, you may attach an addendum to the application listing additional offiCers 
~ordnctora. 

~ cilUiiian, or lily OftiCOl' IBiii<l on riUii\Dir 12 01 1n; 
. tlon) 

14. :?frt\.t<!e.. ~itlcuk. Jit lhce }>res.',d.errt 
(Typed or printed name and cap y of person signing appl~ion) 

\.0 
-.J 
:X --< 

N -:X 
0) .. 
c.n 
(.) 

(AA 211111) 

0 

~"' .,,., 
-(") 

~=" _.., 
~~..., ,,, r= 
.?~M 
·~~0 
~(." ·-~;: ,,... 



... : .. 
. . . 

Al>DENDUM 
to 

Ar•r•llcotlon by f;'urel.cn Cuq)Uratlon for 
Authorludlon io 'l'rantuc:l Uuslness In Florida 

12.8 . Additional officers of Golden Harbor of Florida. Jnc.: 

AssilitWII Secretary: Huroltl E. Lovelady 

401 CuriSUtl Circle 

San Mo.rcos, Texas 78666 

AssistAnt Secretary: Bernice Rainosek 

401 Carlson Circle 

San Marcos. Texos 78666 

"' _, 
::r: 
:Po 
-< 

N 

~ 
rp, 
c.n 
(..,) 

0 

~U> .,,... 
-n 
~~ 
~~~ 

"l-~-<,., 
;~J 

~..;"" .. : ~ .:.,. 

'" 



Contacts for Golden Harbor of Florida, Inc. 
d/b/a Hometown Telephone, Inc. 

Martha Smiley 
Consultant 
Golden Harbor of Florida, Inc. 
401 Carlaon Circle 
San Man:os, Teu~ 78666 
(512) 392.()284 
(512) 392-6276 (faclimile) 

Brad E. M utschellcnaus 
Enrico C. Soriano 
Marieann Z. Machida 
Kelley Drye & Warren LLP 
1200 19th Street, N.W. 
Washington, D.C. 20036 
(202) 9S.S-9600 
(202) 955-9792 (facsimile) 

Customer Service (800' 554-3057 



ExmBIT C 

Financial Information 

II OCOI/ SOIWI/4l3S0.41 



Statement of Financial Fitness 

Golden Harbor of florida, Inc. ("Golden Harbor"), d/b/a/ Hometown 
Telephone, lnc. , is a newly fonncd company and, as such, has no historical financial 
records. However, Golden Ha.t1>or is a wholly owned subsidiary of Thrifty Call , Inc. 
("Thrifty CaW). Thrifty Call is a profitable company with a strong record of financial 
success. ln 1996, Thrifty Call had net income of $5.8 million. Golden Harbor wiU , at least 
initially, rely upon Thrifty Call's financial strength to provide resold competitive local 
exchange service in Florida. 

As a reseller, Golden Harbor will not have to invest significant surru in plant 
or equipment. Rather, Golden Harbor will be pun:buina the ler'Vicea of the incumbent 
facilities-based carriers for reate. Golden Harbor, through its parent, has the necessary 
financial resources to provide resold services, as demonstrated by Thrifty Call' s financial and 
business performance over the last three years. 



Financial Statements 

Thrifty Call, Inc. 

Years ended Dtctmbtr 3/, /995 and /994 
with Rtport of lndeptndtnt Auditors 



( < • 
Thrifty Call, Inc. 

Financial Statements 

Years ended December 31, 1995 and 1994 

Contents 

Report of Independent Auditors ......................................................................................... I 

Audited Financial Statements 

Balance Sheets ................................................................................................................... 2 
Statements of lncome ......................................................................................................... 4 
Statements of Stockholders' Equity ................................................................................... 5 
Statements of Cash Flows .................................................................................................. 6 
Notes to Financial Statements..................................................................................... . .... 7 
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Report of Independent Auditors 

The Board of Directors 
Thrifty Call, Inc. 

t l 'ttt •"'• it~ J•tt•lfUtl 
t.h ; ......... , l J'N 

We have audited the accompanying balance sheets of Thrifty Call, Inc. (the "Company') 
as of December 31, 1995 and 1994, and the related Statements of income, stockholders' 
equity and cash flows for the years then ended. These fliWicial statements are the 
responsibility of the Company's managemenL Our responsibility is to express an opinion 
on these financial statements based on our audits. 

We conducted our audits in accordance with generaJly accepted auditing standards. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes 
ex.amining, on a test basis, evidence supporting the amounts and disclosures in the 
fiJWlcial statements. An audit also in~ludes assessina the accounting principles used and 
significant estimates made by management. as well as evaluating the overall financial 
statement presentation. We believe that our audits provide a reasonable basis for our 
opinion. 

In our opinion. the financial sta.tements referred to above present fairly , in all material 
respects. the financial position of Thrifty Call, Inc. at December 31, 1995 and 1994, and 
the results of its operations and its cash flows for the years thC1' ended in conformity with 
generally accepted accounting principles. 

February 20, 1996 



Liabilities and stockholders' equity 
Current liabilities: 

Accounts payable 
Accrued expenses 
Sales taxes payable 
State income taxes payable 
Current deferred state income taxes payable (Note 6) 
Current portion of long-term debt and capital lease 

obligations (Note 4) 
Total current liabilities 

Long-term debt (Note 4) 

Commitments and contingencies {Notes 5 and 9) 

Stockholders' equity: 
Common stock, Sl.OO par value, 100,000 shares 

authorized, 5,000 slw'es issued and o·,tstanding 
Retained earnings 

Total stockholders' equity 
Total liabilities and stockholders' equity 

See accompanying notes. 

December 31 
1995 1994 

s 9,122,914 s 2,508,198 
306,551 443,102 
768,654 724,857 
67,926 

132,964 88,051 

5,524,078 5,710,163 
1:5,923,088 9,474,371 

7,2.38,560 I,SOO,OOO 

S,OOO 5,000 
6,679,561 5,864,267 
6,684,561 5,869.267 

$29,846,209 s 16,843.638 
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.· 

Net operating revenues 
Operating expenses 
Contribution margin 

Nonoperating expense: 
Selling expenses 

Tiuifty CaJI, Inc. 

Statements of Income 

General and administrative expenses 
Amortization expense 

Total nonoperating expense 

Other income (expense): 
Interest expense 
Interest income 
Other income 

Total other expense 

Net income before state income taxes 

State income taxes (Note 6) 
Net income 

Stt accompanying notes. 

Year ended December 31 
199.5 1994 

$77,167,45-4 $39,460,590 
50,942,869 26,380,020 
26,224,585 13,080,570 

11,910,998 5,006,684 
9,248,917 1,972,55 I 

319,405 86,642 
11,479,.320 7,065,877 

(701,117) {174,184) 
87,073 112,567 

601,8~1 59,170 
(12,153) (2,447) 

4,733,112 6,012,246 

117,818 78,327 
s 4,615.294 s 5,933,919 
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• 
Thrifty Call, Inc. 

Statements of Stockholders' Equity 

Total 
Common R~etalned Stockholden' 

Stock Earn lop Equity 

Balance at Deoember 31, 1993 $5,000 $ 778,572 $ 783,572 
Carryover basis adjUitment (Note 1) (289,474) (289,474) 
Net income 5,933,919 5,933,919 
Distributions (558,750) (558,750) 

Balance at December 31, 1994 5,000 5,864,267 5,869,267 
Net income 4,,615,294 4,615,294 
Distributions (3,'800,000) (3,800,000) 

Balance at December 31, 1995 $5,000 $6,~79,561 $6,684,561 

See accompanying notu. 
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. . .. 

Thrifty Call, Inc. 

StatementJ of Cuh Plows 

Operating activities 
Net income 
Adjustments to reconcile net income to net cash 

provided by operating activities: 
Depreciation 
Amortization 
Changes in operating assets and liabilities: 

Accounts receivable and account receivable 
from an affiliate 

Other assets 
Accounts payable 
Accrued expenses and state income taxes payable 

Net cash provided by operating activities 

Investing activities 
Principal payments received on (investment in) 

notes receivable from stoclcholders 
Payment of capitalized installation charges 
Purchases of property, plant and equipment 
Payments for businesses acquired net of cash received 
Net cash used in investing activities 

Financing actMtles 
Proceeds from issuance ofloog-term debt and capitol 
I~ obligations 

Principal payments on long-term debt Bnd capital 
lea.sc obligations 

Disaibutions to swckbolden 
Net cash provided by financing activities 

Increase In cash and cuh equivalents 
Cash and cash equivalents at beginning of year 
Cash and cash equivalents at end of year 

Stt accompanying notes. 

Year ended December 31 
1995 1994 

s 4,615.194 $5.933,919 

719,434 
319,405 

(2,104,377) 
(125,018) 

6,614,716 
20,086 

10,059,540 

8,019 
86,642 

{7,843,738) 
23,972 

1,984,086 
948.358 

1,141,258 

2,131,200 (2,131,200) 
(1,350,930) (41 0,461) 

(12,543,943) (330,533) 
- (1.972,092) 

(11,763,673) (4,844,286) 

7,~ 74,638 4,75 1,692 

(2,422,163) (354,000) 
(3z!0010001 (558.7501 
1,752,475 3,838,942 

48,342 135,91 4 
155.991 20.077 

s 204.333 s 155.991 

6 



Thrifty Call, Inc. 

Notes to Financial Statements 

December 31, 1995 

1. Sigulficaot AccounUoa PoUciea 

Dutriptlon of Butloeas 

'Thrifty Call, Inc. (the .. Company'} is a reseller of long-distance servic~.; to residential 
and business customers. The Company cwrently provides services in Alabama, Florida, 
Georgia, Idaho, Indiana, Kentucky, Michigan, Montana. North Carolina, Ohio, Oregon. 
South c.tolina, Tennessee. Texas, Washington and West Virgirtia. 

During 1994, Thrifty Call. Inc. acquired from one of its stockholders I 00% of the stock 
of Lovelady Management Service, lnc. (LMS) for $500,000 cash and I 00% of the stocl> 
of Alternative Network Services, Inc. (ANSI) for $400,000 cash and a $1 ,800,000 note. 
The acquisitions were ~unted for as purcbases. Accordingly, the assets and liabilities 
of the acquired companies have been adjusted to reflec.t the purchase price of the 
acquisitions, using an allocation based upon the estimated fair values of the acquired 
assets and liabilities. Th.e remaining excess of the purchase price over the fair value of 
acquired assets and liabilities, approximately $1,300,000, has been recorded as goodwill 
and is being amortized over 1 S yean. 

As LMS and ANSI were acquired from a Thrifty Call, lnc. stockholder, the percentage of 
the excess pW'Chase price over llhe historical basis of those assets and liabilities related to 
this common stockholder bas been recorded as a canyover basis adjustment. The 
Company has recorded a canyover basis adjustment in the amount of $289,414 (retained 
earnings) wblch represents the common stockholder's pe.rcentage cf the excess purchase 
price over historical net assets 111 the date of acquisition. 

The results of operations of LMS and ANSI have been included in the financial 
statements of Thrifty Call, Inc. from the date of l!"quisition. 

Ac~ouots Receivable 

The Company's a~unts receivable are comprised of balances due from local exchange 
carriers thAt provide telephone services to the general public and businesses. 
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Thrifty Call, Inc. 

Notes to Financial Statements (continued) 

1. Sleulficaot Accountlo& PolJdes (cootiDued) 

CapltaUzed loJtalladoo Charca 

Capitalized in.s1Allation charges represent amounts paid to local telephone companies to 
initiate service and are amortized using the straight-line method overS yW'S. 

Cub aod Cash Equivalcata 

Cash and cash equivalents include aU highly liquid invesunents with an initial maturity of 
three months or less. 

Property, Plant and Equipment 

Property, plant and equipment are carried at cosL Depreciation is provided using the 
straight-que method over the estimated useful lives of the various assets, generally two to 
ten years .. Amortization of assets recorded under capital leases is included with 
depreciation expense. 

Use of Estimates 

The preparation of financial stAtements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the 
amounts reported in the financial statements and accompanying notes. Actual results 
could differ from those estimates. 

2. Notes Receivable 

Notes receivable from stoclcholders at December 31, 1994 c~nsisted of seven unsecured 
notes each bearing interest at prime rate plus 1% and were due on demand. These notes 
were repaid in 1995. 
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. · .. 

Thrifty Cnll , Inc. 

Notes to Financial Statements (continued) 

3. Property, Plant and E4iwpmeut 

During 1995, the Company began construction of M office building in San Marcos, 
Texas to house the Company. At December 31, 1995 the Company has capitalized a total 
of $2,466,304 in coostruction costs, construction period interest and land. The building 
will be placed in service in 1996. During 1995, the Company also insllllled and placed in 
service communications switches in Seanle, Dollns, AtiMUl nnd Indianapolis. The 
caplt4liz.cd QQSt of these four switches towed $8,388,613. 

Property, plant and equipment consists of the following at December 31: 

Computer e.quipment 
Purchased 1oftwarc 
Office equipment and otru:r 
Furniture and fixtures 
Leasehold improvement~ 
Building-<:<>ostruction in progress 
Switch Equipment 
Land 

Less accumulated depreciation 
Net prope.rty, plant and equipment 

1995 1994 

s 585,264 
133,58~ 
248,340 
284,735 

1,225,631 
2,149,897 
8.;388,613 

316,407 
13.;332,472 

(717,453) 
$12,605,019 

$334,1 94 
93,030 

174,506 
68,971 

117,828 

788,529 
(8,019) 

$780,5 10 
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Tiui fty Call, Inc. 

NottllO Plnanclal Statomonta (contlnuod) 

4. Long-term Debt and Capital Leue ObUgatioDJ 

Long· term debt and capital lease obliptioos consist of the following: 

Capital leases 

S 12,000,000 line of credJt. bearing interest at 
bank base rate (9.5% at December 31' 1995) 
plus 1%, payable quarterly, due May 31, 1996, 
collateralized by accounts receivable 

Stockholdcn' uncollllfrallzod demand notca 
bearing interest at the prime rate plus 1% 

Stockholder's uncollaterali.z.cd note bearing 
interest at the prime rate plus I V.% p'lyable in 
six annual installments of$300,000 beginning 
January 1, 1995 through January 1, 2000 

$2,000,000 construction loan, bearing interest at 
bank base rate (9.5% at December 31, 1995) 
plus%% and collat.etalized by the office 
building. lntcrest is payable monthly 
commencing June 4, 1995 with the first 
installment of principal and interest due 
September 4, 1996 and continuing monthly 
thereafter, based upon a 10 year amortization, 
until May 4, 2000 when the entire unpaid 
principal and aocrued interest becomes due. 

s 

December 31 
1995 1994 

- s 5,163 

4,461,920 3,250,000 

168,000 2,155,000 

1,500,000 I ,800,000 

1,641,546 

10 



.· • 
Thrifty Call, Inc. 

Notes to Financial Statements (continued) 

4. Long-term Debt and Capital Leue Obligations (continued 

$5,000,000 equipment purchase loan, bearing 
interest at 8.92% per annum and coUatenliz.ed 
by certain equipment. Interest is payable 
monthly commencing June 30, 1995. Beginning 
May 31, 1996 monthly principal and interest 
payments of$103,598 are due until March 30, 
2001. On April 30, 2001 a final payment 
of all accrued and unpaid interest and 
outstanding principal is due. 

Total long-term debt and capital leases 
Less current portion 
Long-term debt 

December 31 
1995 1994 

s 4,991,172 s 

12,762,638 7,210,163 
(5,524,078) (5,710,163) 

s 7,238,560 $1 ,500,000 

The Company had irrevocable letters of credit totaling $960,225 and $200,000 at 
December 31, 1994 and 1995, respectively, which are being maintained as security for 
certain notes payable to stockholders and certain vendor obligations. Such letters of credi 1 
reduce the Company's maximum borrowings under the $12,000,000 line of credit. 
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Thrifty Call, Inc. 

Notes to Financial Statements (continud ) 

S. Commitments 

The Company leases various propetty and equipment under capital and operating leases. 
Lease expense under operatina leases for the years ended Decem~r 31, 1995 and 1994 
was $339,243 and $12,575, respectively. Future minimum annual lease payments as of 
December 31, 1995 are as follows: 

Year ending 

1996 
1997 
1998 
1999 
2000 

6. Income Taxes 

Total minimwn lease payments 

Operating 
Leases 

$332,784 
174,396 
167,963 
163,615 
s 1,767 

$890,525 

The stockholders elected to have the Company treated as an S Corporation under the 
Internal Revenue Code. Accordingly, the Company does not pay federal corporate tax on 
its income. The Company's stockholders include their pro rata share of the Company's 
taxable income in their individual income we fleturns. It is the intent of the Company to 
pay dividends to its stockholders in amounts that are at least sufficient to cover the :.ax 
effect that results from the Company's taxable income being included in the stockholders' 
individual income tax returns. 

The Company is subject to state income taxes in certain states which do not recognize S 
Corporation stAtus. The Company accounts fvt such state income taxes using the liability 
method in accordance with Statement of Fi'l&Jlcial Accounting Standards No. 109, 
"Accounting for Income Taxes." Under this method, deferred we assets and liabilities are 
detem:uned based upon differences between fliWlcial reporting and tax basis of assets and 
liabilities. At December 31, 1995 and 1994, deferred taxes result primarily from 
differences between the book basis and tax basis of accounts receivable, installation costs 
and accounts payable. 

12 
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Thrifty Call, Inc. 

Notes to Financial Statements (continued) 

6. lntome Taxa (tontinued) 

For pwposes of the Michigan Single Business Tax, the Company has a business Joss 
carryforward ofapproximauly $48S,OOO at December 31, 1995. 

7. Settlement Acreemeot 

In March 1994, a settlement qrcement (the "Agreement") was exetuted by and between 
LMS and an unrelated lona-dlJtance carrier, whereby the existing services agrwnent was 
·terminated. The Agreement resulted in a one-time cash payment to LMS ·of $500,000 Md 
required continued payments to LMS through 1996. As a part of the LMS acquisition, 
payments in conjunction with the Aareement since the acquisition of LMS are made to 
the Company. The Company received $376,488 in payments under the Agreement in 
1995 which were retorded as other income. 

8. Purtbue Commitments 

At December 31, 1994, the Company bad commined to purchase equipment totaling 
approximately $7,000,000. As of December 31, 1995, this equipment bad been purdwed 
and capitalized. 

9. Related Party TrauudJoa. 

In 1995, certain stockholders of the company and other individuals formed a related 
company, Thrifty Call Services. lnc. ("TCSJ"). TCSI provides termination services on a 
wholesale bQis in the Swc of Texas for long-distance providers. Under a management 
agreement with TCSI, the Company provides management service~ for TCSI's operations 
for an agreed-upon fee based on TCSI'a level of termination activity. The Company 
earned a fee of approximately $108,000 during the year ended December 31, 1995 under 
the management agreement 

TCSI also provides termination services to the Company. TCSI bills these services to the 
Company at cost Such termination expenses totaled approximately $142,000 for the year 
ended December 31, 1995. 

13 
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Report of Independent Auditors 

The Board of Directors 
Thrifty Cal~ l.nc. 

• l'ho-· ;1! oi 711 'JII81 
f.h SI J .& 7J J~'i'l 

We have audited the accompanying balance sheets of Thrifty Call, Inc. (the "Company") 
as of !December 31, 1996 and 1995, and the related statements of income, stockholders' 
equity and cash flows for the years then ended. These ftnancial statements are the 
responsibility of the Company's management. Our responsibility i.s to express an opinion 
on these financial statements based on our audits. 

We ccmducted our audits in accordance with generally accepted auditing standards. Those 
standards require that we plan and perfo m the audit 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. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial 
statement presentation. We believe that our audits provide a reasonable basis for our 
opinion. 

In our opinion, the financial statements referred to above P•'esent fairly , in all material 
respects, the financial position of Thrifty Call, Inc. at December 31. 1996 and 1995, and 
the results of its operations and its ('..f!Sh flows for the years then end.ed in conformity with 
generally ac<:epted accounting principles. 

February 21, 1997 

Erml & Youns Ill' it • ~ ol Ern\! & YounglniOfiUIIONI. lid 



Assets 
Current assets: 

Cash and cash equivalents 

Thrifty Call, Inc. 

Balance Sheets 

Accounts receivable. net of allowance of S 139,976 and 
$305,443 in 1996 and 1995, respectively 

Other assets 
Total current assets 

Property, plant and equipment (Note J) 
Less: Accumulated depreciation 
Net property, plant and equipment 

Goodwill and capitalized installation charges 
Less: Accumulated amortization 
Net goodwill and capitalized installa 'on charges 

Total assets 

2 

December31 
1996 1995 

$ 110,428 S I ,114,790 

8,307,519 14,901,537 
185,301 952,453 

8,613,248 16,968,780 

15,996,999 14.063,280 
(2,511,664) (745,981) 
13,485,335 13,3 17,299 

3,397,768 3,330,351 
(926,353) (439,321) 

2,471,415 2,891 ,030 

$24,569,998 $33,177,109 



Llabllltla aad 1tockbolden' equity 
Current liabilities: 

Accounts payable 
Accrued expenses 
Sales taxes payable 
State income taxes payable 
Current deferred state income taxes payable (No1e 6) 
Current ponion of long-tenn debt (Nole 4) 

Total current liabilities 

Long-tmn debt (Note 4) 

Commitments and contingencies {Nolt 5) 

Stockholders' equity: 
Common stock., no par value, I 00,()()() shares authorized, 

50,000 shares issued and outstanding 
Retained earnings 
Total stockholders' equity 
Total liabilities and stockholders' equity 

Su accompanying notes. 

December 31 
1996 1995 

s 5,960,709 
155,362 
697,185 

3,947,875 
10,761,131 

5,837,303 

15,0QO 
7,956,56-4 
7,971,564 

$24.569,998 

s 8,989,098 
328.823 
768,654 
67,926 

141.608 
8,760.078 

19,056,187 

7,238,560 

15,000 
6.867.362 
6.882.362 

$33.177.109 
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Thrifty Call, Inc. 

Statements of Income 

Ytarendtd Dtctmbtr 31 
1996 1995 

Net operating revenues $67,799,411 $78.43 7,593 
Opcratlna cxpcNeS 47.610,773 SI,826.S39 
Contribution margin 201,188,638 26.611.054 

Non-operating expense: 
Selling expenses 1..321,094 11,910,998 
General and administrative expenses 9.,998,425 8,566,290 
Depreciation and amortization expense 2..285,758 1,057,718 

Total non-operating expense 13.605.277 21,535,006 

Other income (expense): 
Interest expense (860.266) (729,644) 
Interest income 9,649 88.862 
Other income 271,979 494.292 

Total other expense (578,638) (146,490) 

Net income before state income taxes 6,004,723 4,929,558 

State income taxes (Note 6) 158.114 126.463 
Net income s 5.846,509 s 4,803,095 

See accompanying notu. 
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Thrifty Call, Inc. 

Statements of Cash Flows 

Operati.Dg activities 
Net income 
Adjustments to reconc:ile net income to net cash provided 

by operating activities: 
Depreciation and amortization 
Gain on sale of equipment 
Changes in operating assets and liabilities: 

Accounts receivable, net 
Other assets 

Accounts payable 
Accrued expenses and taxes payable 

Net cash provided by operating activities 

lovutiag activities 
Principal payments received on notes receivable from 

stockholders 
Payment of capitalized installation charges 
Purchases of property, plant and eq~o.pment 
Proc:eed.s from sale of property, plant and equipment 
Net cash used in investing activities 

Financing activities 
Proceeds from iSSUIUlee of common stock 
Proc:eed.s from issuance of long-tenn debt 
Principal payments on long-tmn debt 
Distributions to stockholders 
Net cash (used in) provided by financing activities 

(Decrease) increase in cash and cash equivalents 
Cash and cash equivalents at begiMing of year 
Cash and cash equivalents at end of year 

Sec accompanying not.s. 

Yen ended December 31 
1996 1993 

s 5,846,509 s 4.803.095 

2,285,758 
(2,904) 

6,594,018 
767,1S2 

(J.,028,389) 
(454,464) 

12,007,680 

1,057,718 

(3.016.844) 
(904.845) 

6.480.900 
51,001 

8,471.025 

2.13 1.200 
(67,417) (1.367,150) 

(2,363,858) (13,274,7;! ) 
400,000 

(2,031,275) (12.5 10.701) 

10.000 
430,954 11 ,510.638 

(6,644,414) (2,722.163) 
(4.757.307) (3.800.000) 

(10,970,767) 4.998,475 

(994,362) 958,799 
1.114,790 155,991 

s 120,428 s 1.114. 790 
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Thrifty Call, Inc. 

Notes to Financial Statements 

December 31 . I 996 

1. Slanlficant Aecountlna Policies 

Description of Bualnesa 

Thrifty Call, Inc. (the "Company") provides long-distance services to residential and 
business customers in Alabama, Florida. Georgia, Idaho, Indiana, Kentucky. Michigan. 
Montana, North Carolina, Ohio, Oregon, South Carolina, Tennessee. Texas. Washington 
nnd West Virginia. The Company also provides tennination services t.o various long· 
distance companies in the State of Texas. 

Accounts Receivable 

The Company's accounts rcc:eivable are comprised of balances due from local exchange 
earners that provide telephone services to the general public and businesses, as well as 
from major long-distance carriers that provide telephone services to the general public 
and businesses. 

Capitaliud loatallatloa Cbuga 

Capitalized installation charges represent amounts paid to local telephone companies to 
initiate service and arc amortized using the straight-line method over 5 years. 

Caab .aad Cub EquivaJeatJ 

Cash and cash equivalents include all highly liquid invesun:nts with an initial maturity of 
three months or less. 

Property, Plaat and Equipment 

Property, plant and equipment are carried at cost. Depreciation is provided using the 
sltaight-line method over the estimated useful lives of the various assets, generally th.rce 
to ten years. 

7 



Thrifty Cnll, Inc. 

Notes to Financial Statements (continued) 

1. Slgnlllc:ant Ac:c:ountlaa Poll des (continued) 

Use of Estimates 

The preparation of financial statements in confonnity with generally accepted accounting 
principles requires management to mAke estimates and assumptions that affect the 
amounts reported in ttie financial statements and accompanying notes. Actual results 
could differ from those estimates. 

2. Stock Distributions and Thrifty Call Services, Inc. Acquisition 

In September 1996. the Company made a distribution of 35.000 shares of its common 
stock, no pu value, on a pro rata basis to existing shAreholders (5.000 common shares 
were outstanding prior to the distribution). The Company has :restated outstanding share 
amounts in the fmancial statements to retroactively reflect the stock distributions similar 
to a stock split. 

In October 1996, the Company acquired all of the outstanding shares of Thrifty Call 
Services, Inc. ("TCSI'') through the issu..nce of 10,000 shares of the Company's common 
stock, no par value. TCSI provided termination services to various long dis.tance 
companies in the State of Texas. Subsequent to the acquisition. the Company assumed 
TCSI's operations and TCSI was dissolved. The Company's stockholders were also the 
majority stockholders of TCSI; thus, the Company has accounted for the acquisition in a 
manner similar to a pooling of interest and. accordingly, has restated its financial 
statements to include the accounts and operations of TCSI for all periods presented. 
TCSI's revenue and net income prior to the acquisition included in the Company's results 
of operations were $14.7 million and $2.3 million, respectively, for the year ended 
December 31, 1996. and $1.4 million and $0.2 million, respectively. for the year ended 
December 3 l, 1995. 

3. Property, Plant and Equipment 

During 1995, the Company began construction of an office building in San Marcos, 
Texas to house the Company. The building was placed in service in 1996. Duri1g 1995. 
!he Company also installed and placed communications switches in service in Seattle, 
Dallas, Atlanta and Indianapolis. 
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Thrifty Call, Inc. 

Notes to Financial Statements (continued) 

3. Property, Plant and Equipment (continued) 

Property. plant and equipment, substantially alJ of which has been pledged to secure lines 
of credit and construction and equipment notes (see Note 4), consists of the following at 
December 31 : 

Computer equipment 
Purchased software 
Office equipment and other 
Furniture and ftxtures 
Leasehold improvements 
Building-<:<>nstruction in progress 
Building 
Switch equipment 
Land 

Less accumulated deJ:--eciation 
Net propeny, plant and equi,pment 

s 

1996 1995 

748,68~ s 
167,630 
310,713 
311,831 

1,227,926 

2,774,953 
10,138,854 

316,407 
15,996,999 
(2,511,664) 

622.423 
133,585 
248,340 
284,735 

1.225,631 
2.149,897 

9,082,262 
316.407 

14,063,280 
(745,981 ) 

$13,485.335 $1 3.3 17,299 
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Thrifty Call, Inc. 

Notes to Financial Statements (continued) 

4. Long-term Debt (eootlaued) 

$5,000,000 equipment purchue loan, bearing 
interest at 8.92% per annum and collateralized 
by certain equipment. Interest payable monthly 
through April 1996 with monthly principal and 
interest paymenta of$103.598 thereafter until 
March 30, 2001. On April 30. 200 I a final 
payment of all acctUed and unpaid interest and 
outstanding principal is due. 

Tot.ellong-tenn debt 
Less current portion 
Long-tenn debt 

December 31 
19'96 1995 

S4.025,476 ~-t 'Y' !. !7: 

9,785,178 I 5,998,638 
(3,947.875) (8,760,078) 
$5,837,303 $7.238.560 

The Company bad an irrevocable lener of credit totaling $200,000 at December 3 i . 1995, 
which was being maintained as security for certain vendor obligations. Such letter of 
credit reduced the Company's maximum borrowings under the line of credit. 

Maturities oflong-term debt are as follows for the years ending December 3 I : 

1997 
1998 
1999 
2000 

Total 

$3,947,875 
1,446,240 
1.554,438 
2.836.625 

$9.785.178 
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Thrifty Call, Inc. 

Notes to Financial Statements (continued) 

S. Commitments 

The Company leases various property Wlder operating leases. Lease expense under these 
leases for the years ended Decembcr31, 1996 and 1995 was $367,191 and $339,243, 
respectively. Future minimum annual lease payments as of December 31, 1996 are as 
follows: 

Year ending 

1997 
1998 
1999 
2000 
2001 

Total minimum lease payments 

Operating 
Leases 

$200,000 
200,000 
202,500 
202,500 
205,000 

SI.OIO,OOO 

Subsequent to December 31, 1996, the Compan) entered into a lease for cen.ain switch 
equipment with payment obligations totaling approximately $1 .6 million over four years. 

6. Income Taxes 

The stockholders elected to have the Company treated as an S Corporation under the 
Internal Revenue Code. Accordingly, the Company does not pay federal corporate tax on 
its income. The Company's stockholders include their pro rata share of .he Company's 
taxable income in their individual income tax returns. It is the intent of the Company to 
pay dividends to its stockholders in amounts that are at least sufficient to cover the tax 
effect that results from the Company's taxable ilu:om• ~ing included in the stockholders' 
individull income tax ~. 
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Thrifty Call, Inc. 

Notes to Financial Statements (continued) 

6. loc:ome Taxes (c:ootiaued) 

The Company ia subject to atatc Income taxes in certain states which do not r~ogniu S 
Corporation status, as well as a franchise tax in Texas which is based on income. The 
Company accounts for such stale income taxes using the liability method in accordance 
with Statement of Financial Aecounting Standards No. 109, "Accounting for Income 
Taxes." Under this method. deferred tax assets and liabilities are determined based upon 
differences between financial reporting and tax basis of assets and liabilities. At 
December 31, 1996 and 1995, deferred taxes result primarily from differences between 
tbe book basis and tax basis of accounts receivable, installation costs and accounts 
payable. 

For purposes of the Michigan Single Business Tax, the Company had a business loss 
carryforward ofapproxi.mately S48S,OOO at December 31 , 1995. The Comparty has fully 
uti!W:d all state net operating 11)ss canyforwards as of December 31, 1996. 

7 .. Settlemeat Ag:reemeat 

Pursuant to a March 1994 senlement a~eut with an unrelated long-distance carrier, 
the Company received $129,528 and $376,488 in payments in 1996 and 1995, 
respectively, which were recorded as other income. 

8. Related Party Trauaetiou 

During 1995, the Company purchased certain equipment and related services for 
$265,000 from a corporation in which a shareholder has an ownersl.ip interest. 

13 



EXIDBIT D 

Managerial Qualifications 
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Statement of Managerial Fitness 

Golden Harbor of Florida, Inc., d/b/a Hometown Telephone, Inc. , is 
managerially qualified to provide resold competitive local exchange service in Florida. 
Applicants Officers and Directors are: 

Harold E. Lovelady - Director, President, Assistant Secretary 
401 Carlson Circle 
San Marcos, Tcw 78666 

Sally A. Batz - Ditcctor, Secretary 
6881 S.E. North Marina Way 
Stuart, Florida 34996 

Bernice Rainosek - Vice President, Assistant Secretary 
401 Carlson Circle 
San Marcos, Texas 78666 

Jerry L. James - General Manager 
401 Carlson Circle 
San Marcos, Texas 78666 

Golden Harbor's management team has considerable experience in marketing, 
network opetations, financial analysis/accounting, customer service, training, sales, 
regulatory, and other relevant areas. Golden Harbor's officers and senior managers have a 
combined manaaerial experience of well over 200 years. As the resumes of Golden Harbor's 
key personnel rdlect, these individuals have substantial experience in running major 
telecommunications opetations. Golden Harbor's officers and senior managers have worked 
with such industry giants as MCI, GTE, Sprint, LDDS WorldComm, and Southwestern Bell, 
among others. Each member of Golden Harbor's management team will draw upon his or 
her own experience, as well u the collective experience of the entire management team, to 

ensure that Golden Harbor iJ managed and opetated efficiently and ~rofitably. 

II DCOI130111l14»J0.41 



FOUDdcr and Praidenr, Harold Lovet.dy, was booored in 1995 .-.d 1996 as ooc of three 
fimlists for tbe Austin area •Eutrepceueur oftbe Year" Award spomored by/~. mapzine Th.i.s 
awlrd recopiza eurzeprcoeun wbo t.ve demooscrlled accU•n acd cxtBordioazy IUCCCSS in 
NOb.,.. iaDo'Yidoa, ftnlnoilllpll t'olmlnGt ud piiiOMi oomad1rnlo. to lheir INIIMIMI lnd 
commuafties. His Involvement In tbe tcleoommunicatiomlnduttry bepn more than fifteen years 
aao. Fl.nancial analyu, tochnlc::al knowlodae, and a clear undentandlna of ~autations that aovm1 
the telephone industry are a few of the skills be lw utilized to direct the SUCCCS! of the 
Company. 

In 1985, Mr. Lovelady was lnmumeotal in aeating a loa& d.iJtaoce service (Sao Marcos 
Looa Distlmce, Inc.) that paocacd 7S% of its looi diJtaocc ca1linc martcct within six months. 

Prior to formina 1bc Complny In 1m. be ICMd u c:ooaultam to • variety of tclcc:ommunicadon 
companies such as MCJ, OTE, Sprint, Qwest Microwave and Colllns Transmission Systems (a 
division of Roclcwell Imenwiooal). 

Bemice Raioosek. Co-Founder and ExecubYe V'tee President, lw 22 years of telephony 
experieoce, with 18 of those yean in the rquleted and ooo-rqulated areas ofa local telephone 
company. She was active in the development, implCT'QCDh!tion. and managcmc:m of many new 
sw:x:essfullong disUnc:e ICr'Viccs for Sao Mucos Lana Di.stmce, Inc., including Operator Services 
and Dedicated Acc:at. M a resident of SID Marcos for 30 years and a strong advocate of 
economic development for the community, Ms. Rainork was iost".unentaJ in the decision to 
base the Company's headquarters in San Marcos. 

The IDIDI8emeal team is directed by Jerry L. James, the Company's General Manager. 
Beginuing his telecommunications care.:r with SoutbVICStem Bell almost thirty years ego, 
Mr. James bas held many key manaaement positions. Prior to jolnlna the Company be served as 
Vice President of Oovemmental A1fairs for LDDS-WorldCom, one of the nation's largest 1ooa 
distance companies. He was inatrumental in the formadon and ~ of private line, data, 

and video networks for TIIENET (fexas Higher Education Network). A primary foe~ of 
Mr. James' experience includes designing, constructing and "*''Si~ national switching 
networks, aloQg with microwave and fiber bypass systems. He was instrumental in 
implementing the first dislance learning and cele-medicioe proarams for the swe of Texas. 

As a V'a President of Oovemmcotal Affairs for LDDS-WorldCom, Mr. James 

represented that company as its lobbyist and expert witness on reauJatory issues in 17 states and 
Washington. D.C. As a result. Mr. Jame1 wu highly involved in !the neaoti .. Jons that ~suited in 
the 6oa1 drafts of the Texas and federal telecommunications lcaisJatioo in 1995 and 1996. 
Mr. James, with the cooperation of othen, was instrumental In successfUlly amending fexas 
HB 2128 with two amendments favorable to his company' a business plans. HB 2128 
CC)mpletely rewrote tbe replldons ao~ tbe te1epbooe i.DdUiby in Texas. He continues to 
work with state and oa!iooaJ oraanizatioos and eleded officialJ In oo-soina efforts to implement 
new rules for the telecommunications industry. 



Martha Smiley provides ooosulti.na services to tho Compuy. MI. Smiley jolood tbe firm 
of Bickerstaff Hellh A Smiley, L.L.P. u 1111m0 partDer 1ft 1981 and built tho ftrm'a Clldenlivc 
telec:ommuniCidoal pncdce. Ourtq ber l.S yean with tho ftrm, she reprucnted c:liema :in the 
telec:ommunic:adoal induatry, beJpiDa them to develop their business stratrg:ics md assisting 
them before regular.oty IDd legisllfM forums. Her c:Ueots included Mr. Lovelady's c:ompurics 
and other eotrepreoeurial cdccommuoicatioas start-up compclics. Tune Warner, Texas Cable 1V 
AssoQaboa. Texas Daily Newspepc:r Aaoc:iation, Texas Prea Association, Cox Newspapers, 
Tc::xas Assoc:Wion of Loac DiiCIDCc Companies met numerous other interests. Ms. Smiley is 
rec:ogriliJ:d tbzouabout tho state u ooc of the most knowJedseable regulatory met policy 
lawyer/analysts in the telecommunications industry. MI. Smiley is a prominent civic leader. 
CWTCDtly, sbe is VJCe ClWnniD and a member of the Board of Regent3 of the University of 
Texas System. 

In October, 199S MI. Smiley witbdrew from her law fum in order to focus bcr efforts on 
the Lovelady business intetests. Pursuant to ber c:onsulti.ng contract, she provides strategic 
planning, advice and counsel coocemina ICjisWive, roplalory and market impllc:adona for the 
Company. 

The Company's Network Operations Department is lead by Neal Pa.rb:r wbo bas 19 
years of experience in tha iDdustry. Mr. Pazter bepn his career in the United StaleS Air Force as 
an electronics c:ommunicatioas IDd ayptographic equipment systems technician. He is 
knowledgeable In aU phases of data and voice encrypted conunwl.ications equipment installation 
and repair. Mr. Parker worked for aeveraJ other long distance compani~ as technical manager of 
operations and bu supervised th day-to-day operatinru of nationwide network switA:hing 
centers. He also bas expczieoce in the coosttuction and operation of a 2~mile fiber optic 
netwodc and 7-site 6/0bz digjtal microwave system. Mr. Parker previously IDJIIliFf local 
telephone ICMcc operations for Central BeU. including critical operations for police IDd fire 
systems. 

The Company's Provisionfna and Planning Department is managed by Gary Gibbs. 
Mr. Gary Gibbs' 22-year career in the industry started with Mission Control during the Skylab 
program. He worked for Southwesteru Bell aod Occidental Petroleum, and served Houston 
Network as technical manqer of oetworlc operations and network planning. 

Alan R•lnotek """'F' the Information Ma.nagement Department and the daily data 
processina operatioa~ aaoclated with network S'witcbJ.Da, provisioning IDd plmnina. eustcmer 
service. ~ marb'i"C IDd bUlhJc. Mr. R.al.nosek is knowledgeable of information 
systems oeedcd to support loc:a1 lei'Vice. He developed the Company propriet.ary customer 
service software and m1.ar*f the t.oU ~ system from HP 9000 system to a PC based 
envirooment wbicb dramatically inaeucd the Company's efficiency. Mr. Rainoselc's expertise 
bas been instrumental io the Company's rapid growth. Because telecommwtications i" an 
extremely data-intensive industry, the Company is fommate to have a staff with 2S yean of 



cxpcriaJce in the local e•"'•• iDdusay and 44 yean of combined telecommunications 
proararnmjna expedeoce. 

The Cuatomer Service and M&rbtina group is d1rcct.ed by Carfeua Morris. Ms. Morris 
has more than 25 years of multi-faceted advatising expericocc, iDcludq print, broadcast and 
video. Her talem in c::reatlna IOd desianina matk.ctina JX'Oil"ll1ll for oew JerVic:a from concept-to
implementation baa beell utilized by looa dlstance compaoics. institutions, utilities, retail 
establiahmeots aod man•d'acrurers. 

Mike R•inoeek lelda tbe Internet poup and il rapouiblo for Product Development. 
Mr. R•inosek baa a deple in flaanco IDd bu beco in tbc telecommunications Industry for over 
three years. He developed tbe conlriCtUal aod fuoctiooal arnogeme:nts for a Tier 2 company to 
stan their casual caU market program. Mr. Raioolek IJliJ1IICid the collltJ'UCtion of Thri fiy Call' I 
headqUMterS at401 CarlJoo Circle. 

The Company's Oeoera1 Co\mSC!, Ann Benol.ken. bas more than 10 years of 1epJ 
experience in the teJeoonununicatioos industry. Sbc bas represenred private and public 
telecommunicatioas c:ompmies in a variety of domestic IOd inlcmatiooa1 business transactions, 
including acquisitions, lola tr8nSaetions, mergeas, and securities and franchise offerings . 
Ms. Benolken bepo bet lep! ~ witb a t.rge Denver, Colorado firm representing several of 
the world' s Jaraest cable television complllies. Subsequently, while a partner of Bickerstaff. 
Heath & Smiley, L.L.P. in Austin, Texas, she represented several telecommunications companies, 
including the Company. 

Con1r01ler Lany Kovar, a Certified Public Accountant, bas been with the Company since 
November 1994. Mr. Kovar d.nws upon 20 years of c:xperience in the public and private 
accounting sectors. Prior to joining tbe Company, be seM:d u Chief Fmancial Officer and 
Corporate Controller for a software development company and two real estate syndication and 
property mauaaemem firms. He also served as Vice President of Finance for a 
telecommunications company. Mr. Kovar's experience includes seven years as a senior 
consultant and auditor for a "Big 6" accounting firm. 

The Director of Business Development, Mike Bickley, bas 23 yean experience in the 
industry with extensive sales experience. ll,. prrviously beld the position of Director of Account 
Management for a Tier 2 carrier. Ourina his tenure there, Mr. Bick.ley incteased sales by I 50%. 
Mr. Bickley cumntly is head of tbe Company's rnarUtio& efforts to provide network services 
for other switchloss rescUer companies via our 1 + Resale program. 

The Com~y's Human Relations Department is !M!IIIiftl by Gary McBryde. His 15 
yean of experience rmges from development of vocational ICI'Vices to dircctin& the organizational 
development of 2SO employees. Mr. McBryde bas been instrumental in recruiting the 
Company's current staff. 
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EXHIBIT E 

Technical Qualifications 
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Statement of Technical Fitness 

Golden Harbor of Florida, Inc., d/b/a Hometown Telephone. Inc., is 
technically qualified to resell local exchange services in Florida. Applicant's parent 
company, Thrifty Call, Inc. , successfully provides long distance telecommunications services 
to residential and business customers in 16 sta.ltS, including Florida. Golden Harbor will 
obtain telecommunicationsterVices and network facilities from facilities-based carriers 
operating in Florida to provide the proposed resold competitive local exchange service. 
Golden Harbor will maintain its own switch in the State. 

Golden Harbor employs an outstandina team of engineers and network 
specialists. Collectively, its letlior technical managers have designed, managed, and/or 
operated advanced telecommunications facilities in the United States. Exhibit D describes the 
technical competence of Golden Harbor's personnel in greater detail. 
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AFFIDAVIT 

By~ signature below, I, the undersign•~ officer, attest t o 
the accuracy of tht 1nfoMIItion contained in this application and 
attached docu.ents and that the applicant has the technical expertise, ~anagerial ability, and financial capability to provide 
alternative loe.l exchange service in the State of Florida . I have 
... ad tht forego1 ng and declare that to the best of lilY knowledge a:nd 
belief, tht 1nfor.at1on is true and correct. J attest that I have the authority to s1gn1 on behalf of lilY ca.pany and agree to c011ply, now and in tht future, with all appl icable C0111ission rules and 
orders. 

Fllrthtr, I • ..,. ... that pursuant to Chapter 837.06, florida 
Statutes, •~~~oever battntlY .U.s a false st&t..nt in writing with 
the intent to llislead a public servant in the perfo~e of his 
official duty shall be gutlty of a •hd-anor of tht second devH, pu:thhUle u provided in s. ns.oa2 and s. ns.083•. 

Official' ~sfsl..~ 
~~ 

sp ;!f? 
Date 

, :ld~ 

S'l.l- })f,;bli: Title: 
Te lephone Number 

Address: 

FOR.It PSC/CMU 8 ( 07/95) 
Required by Chapter 364 .337 F.S. 
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D!P081T 

D542 ... 

OAT! ORIGI'f\JAL 

AP Pi 
FOR AUT 

JUN 10 S97 

PRO VI~ 
ALTERNATIV 
EXCHANGE s~ru~ 
WITHIN THE S ·~ 

OF FLORIDA 

KELLEY D"YI a WAR"EN UP 
1200 1fTH STREET, H.W. 
WASHINGTON, DC 200)8 

b~bJR 6~E Tho Florida Public Service C~iaaion 

' -.. t : 

·- 0 

'· .... 
c;;; 
r.• -. 

r.: 
· .... 

_, 

04379 

Juno 9, 1997 

$ 250 .00 

Two Hundred and Pifty----------------------------------------- ------- ------00/l OO------OOlLARS 

MEMO Piling Pea 63153.1 
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