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Via Facsimile and Oyemipt DeJiyery 

Ms. Blanco Bayo 
Director 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee. Florida 32399-0864 

Re: ACSJ Local Switched Services, Inc. •• Docket No. 97147~TI 

Dear Ms. Bayo: 

Pursuant to the request of Peter Lester of the Commission slaff. ACSI Local 
Switched Services(" ACSI"). by its attorney, hereby respecrfully supplements irs Applit:ation 
for a Certificate of Public Convenience and Necessily . As requesled, to demonstralc ACSI'.' 
financial capability. attached please find a copy of American Communications Services. 
Inc.'s (ACSI's parent company) most recent audited ·financial stalemenls (including balance 
sheer income statement and statement of retained earnings). 
\ 

P. ,. r. Also pursuant lo Commission request, ACSI provides the following sratcmcms 
m support of irs financial capabilities: en 
~~ I . ~mcrka ~~ is a wh~lly-owned subsid~ary of Amer~can. 

r Commumcauons Servaces, Inc. (" A.mencan Commumcatrons"). As a 
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OTH _ _ _ 

subsidiary of American Communications, ACSJ has access to the 
financing and capital necessary to provide the proposed servkcs in the 
Stdte of Florida. As of June 30. 1997. America One's ccnsolidatcd net 
revenues for t.he firsl six months totaled $19.7 million as compared to 
$2.4 million for the same pe.riod in 1996. This continuous and record 
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• KELLEY DRYE & WARREN L' 
growth demonstrates American Communication's financial statlility and 
its ability to finance ACSI's provisioning of long distance scrvi~.:c~ in 
the State of Florida. 

2. ACSI has the requisite financial ability to maintain the re'lucstcd 
services. As nofed above. the attached financial statements indicate that 
ACSI has sufficient assets and resources to develop and maintain the 
proposed services in the State of Florida. 

3. Finally, the financial documents exhibit ACSI's ability to provide long 
distance se.rvice. ACSI does intend to invest in its own switches and 
other facilities in the future. At this time. however. ACSJ's costs of 
providing service will be limited to the capital necessary to lease 
facilities from other cenificated carriers or operate irs own e'luipmcnt. 
Thus, its total investment will be minimal and fully within the 
Applicant's fi.nancial capabilities. 

Please do not hesitate to call me if you have funher questions. 

Respectfully submiued. 

~ t> .lfu.ttt 
Andrea D. Pruitt 

Counsel for ACSI Local Switched Services. Inc. 
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ITEM I - Fint~nciDI StDt~mettts 

PART I 

FINANCIAL INFORMATION 

AMERICAN COMMUNICATIONS SERVICES, INC. 

CONDENSED CONSOUDATED BAlANCE SHEETS 

ASSETS 
Current Assets 

Cash and Cash equi\'alents . . , •.••.•..•••.••••••.•.••••.....•••.•..•.... 
Restricted cash .......• .• .•.••••••...••..•••.••...••••.....•....•..... 
Accounts receivable, net ...•.•••..•.......•.....••.•••••••............. 
Other current assets ••...•.•.••..•.•.•.•.•••.•.••.••...••...•.•....... 

Total current assets .•...•.•..•.••••..•......•...•..•.• •......... 
Networks, furniture and equipmeat, gross ................................. . 

(leu: Accumulated depreciation) ...................................... . 

Deferred financing fees ..••... .....•... . . •.••.•••..•••..••...•...•....... 
Goodwill (net of accumulated amortizatioa) ................. , ............. . 
Other assets •.....•.•.......••.•••..• , •..• , .•.••.•.••••.•.....••. · •••..• 

Total assets . ......••.••••.••.••.•• •••.••••••.••••••••...••...•. 

Dtelnlkrll, .... 
s 78,618,544 

2,342,152 
2,4:29,077 
1.202.711 

144,403,123 
(8,320.372) 

136,082,751 
8,380.:283 

JuM JQ, 
1997 

(l'.,.udUtd ) 

s 8,499,1 15 
~.I 5b . .!~IS 
6,653,9.2.5 

-- !}61,345 

)l'I .'J I I lh~ 

_J.I? ._<!_J~·-''t! I 
202,'1() I,'JtJ!I 

JO.Ho . .rn 
7,14!1.67•1 

982.649 _!!_I_!. 3(~ 
$230.038,167 $24 3,380,9'16 

UA.Bn.mES, REDEEMABLE STOCK. OPTIONS AND 
WAJUlANTS AND STOCICHOLDERS' EQUITY 

Current Liabilities 
Accounts payable •.• . .•.••••..•••..•.•••••.••.•••.••••••..•.•.•••..•.• 
Accrued liabilities ••... · ....••••.• •••..••••••.•••....•••........... •.. . 
Notes payable- current portion , .•• •• •.. • •.• • .••••••• • .• ••. •. •.• ••. . .. . 

Total current liabilities ...••••..•...•••••.••...•.••......•.•..... 
Long T ..rm Liabilities 

Notes payable •.•.•. ••.•.•....••...••.•.•. •.•.•••. •••.........•....•. 
Other .Long Term Liabilities .......................................... . 
Dividends payable ....•....•.....•.. . •..••••.. ...•.••••.......•.•..... 

Total liabilities •• .. .• •. . .••• •• ... .•• •.••. • ••. ..• .. . ••.• .••...• .. 
Redeemable stock, options and warrants •..•. . .•• , ..•••••.•. ••.•..•........ 
Stockholders' Equity 

Preferred stock, Sl.OO par value, 186,664 sh~ authorized aDd dcsi&nated a.s 
~Series A-I Con\'ertible Preferred Stock, 186,664 and 0 shares, 
respectively, issued and outstanding . .. . ..... . . . .... . .... . .... . ..... .. . 

Preferred stock. SI.OO par \'alue, 277.SOO shares dcsipatcd as ft Series B 
Convertible Preferred Stock, authorized, 277 .SOO and 0, rcspcctiYCly, issued 
and outstanding . . . .....• , • . •...•.•. •.•. . .... .. . . ..... • ..••. .•.... .. 

Common Stock, SO.OI par \'&lue, 75,000,000 shues authorized, 6,78-4,996 and 
35,926,90:2 shares, respectively, issued and outstandin1 .. ....•............ 

Addit ional paid-in-capital . . .. ......•.•.....•...••....•...•...........• . 
Accumulated defici t .•... ..• •...• ....••.... ... ••••..•...•....•. . . .. ... 

Total stockholders' c:quity/ (deficit) ........... . ........... ............ .. . . . 
Total Liabilities, Redeemable Stock, Options and Wamats and Stockholders' 

Equity/ (deficit) ...... •.•.. .. •. •...••..•. . .•.••.. .• • ·. · · • · · · · • · · · · · · · · 

s 33,587,407 s 
4,132,132 

872,031 

]li,621 .966 
~.097.1144 
1.325,532 

38,591,570 35.044.542 - - - -
209,538,226 22 3,7~ 3.1 80 

808,781 
6,945,943 - - ---

255,075,7)9 259,606.503 

2.000.000 2.000.000 

186.664 

277,500 

67,850 
54.870,194 

(82.439,780) 

(27.037.572) 

359,269 
113,564,536 

( 132,149,JJ2) 
( 18.22S,S27} 

$230.0)8,167 $243.380.976 

See accompanying notes to unaudited condensed con50lidated interim financial statemenu. 
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AMERICAN COMMtJNICAnONS SERVICES, INC. 

CONDENSED CONSOUDATED STATEMENTS OF OPERATIONS 

F•dltiiiiW ...... _.... For lhr sh moe1h1 ~•4td 

Revenues .....••••.••....••.•.••••••..••. 
Operatins Expenses 

Network, development lid operations .••••• 
Sellina, acneral ud admiaisnliw: •....••• 
Non·cash c:ompeuation capcuc ..••..•••. 
Deprec:iation and amortizalioa •••••••••••• 

Total Operating ExpeDsa ••.••.•••.••••.••. 
Non·operatin8 income/ expenses 

Interest and ocher income •••••••.••••.•.. 
Interest and other expcase ••••••••••.•••• 

Net Joss be(on: minority iatcrat .......•.••. 
Minority interest .••••.•••. , ••••••.•••.••.• 

Net loss •..•...••••.••••••.....•.•.••.•.. 
Preferred stoc:k diridcnds/ICCICtioa ••.•••.•.• 

Net loss to c:ommon stoc:kboldas ..••••...•• 
Net loss per c:ommon/comiDOG equivalent 

share ........•..•.•••••.••.•.••••.•... 
Average number o( tomRIQIII/c:ommon 

equivalent ahan:s outsWidiJia •..•••.....•• 

... , .. 
s 1,609,621 

318,347 
7,73.5,834 
(4~,339) 

1168.5176.5 

9,3SS,607 

(2.970,916) 
411411366 

1,916,436 
{1~1671) 

!,761,76.5 

1.(161,344 
9,823,109 

s ( 1.49) 

~60.5-X)I 

l•• ]0. '"' b•JO. 1996 JIIM JIJ, 1997 
(Uuutllc~) 

Sl J,61S,836 s 2.426,260 Sl9,792.5ll 

9,3.57,277 2,342,861 18,026,390 
1.5,893,.562 10,386,097 29,818,429 

.584,4.58 I ,.531.426 824,002 
.5,338,596 2.315,769 9.456,250 

31,173,893 16,!576,153 58,125,071 

(193,620} (3,632,229) { 1,077,691) 
612871621 7,641,990 ....!.bi20,763 

2S,6!52,0S8 18,1!59,654 49,675,t:J l:! 
~256.?~) - - ----

2!5,6.5 2.0.58 17,902,909 4'.1 h7'>.t>32 -- --
106,201 __1qJ6,833 J.094)iN 

25,7.58,2!59 19,919,742 _ _:'-_0 .'12.~-~2.! 

s {0.92) s (3.03) s (2.82) 

28,0~.238 6 • .572.061 17.'N4,161 

Sec accompanyiDa .ota to UDIUdited ~•' nscd c:oasolidated interim financial sratcmenlS. 
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• 
AMERICAN COMMUNICATIONS SERVICES, INC. 

CONDENSED CONSOUDATED STATEMENTS OF CASH Fl.OWS 

Cash Flow from Operatinc Actirities 
Net loss .. , ..... ,,. , •. ,,., •• , ••.•• ,, .•• ,., •... ,, ...••••.•........ 
Adjustmenu to reconcile net loss to net cash used in operatint .cavities 

Depreciation and amonizatioa •..•..•....•..•....•....•.••......... 
Interest deferral and accretion ••.••••••...•.••.•.•...•.••••....•.• • 
Amortization of deferred financina fees . ....•....•.•........ ....•.... 
Provision for doubtful accounts ••...• , •.••.•.••..•...•.••.•..••.... 
loss attributable to minority interest. .............................. . 
Noncash compensation •.•.•....•.•.•.•....•......•..•• • ••••...••. 
Changes in operating assets and liabilities Restricted cash n:lalcd to 

operating activities .••.•.•..•.••••••••••.•.•.• •• ...•••••........ 
Trade accounts receivable . •.•...•.•••.••..•.•. •.•..•...•...•...• 
Other current assets ....•...••....••.•.... •.•••.. .• •.••.••...... 
Other assets ..••..... , ..• , •••.•••.•• , ••..••.••••••.••.. . •..... 
Accounts payable ••........•....••..••..•..•.••.••.••..•....•.. 
Other accrued liabilities .• , , ..••...••••••....•••......•••.... ... 

Net cash provided by (used in) operatina activities .••.....•.••..•...... 

Cash ftows from investing activitiea Restricted. cub related to DCtworit 
ac:tivi ties ........••...•...••••...••..•....•.••.•.•.••....• .•. •.• 
Purchase of furniture and equipment .• , •••.•••••..•••..••.•...••...• 
Network development costs , .•• , •••• , •••••.••.••...•.••...•.•.. . .. 

Net cash (used in) invcstiag activities ... .... .. ..................... .. 

Cash flows from fina:ncina activities luuanc:e of notes payable aad wanants 
l.ssuanc:e of ..:ommon stock .•..• , . .. , •...••.•.••••.•...•.•.•.••••.. 
Issuance of Series B Preferred Stock .• , •....••.....•.•••........•.. 
Paym·'·nt of notes payable .. , .. , .... , •..••.•..•.••.•.....••. •.• . •• . 
Payment of dividends ....•. ..••......••.•.•....••. ..• •••...••..•. 
Payment of deferred financing fees •....•....•.•••.••..•........••.. 
Warrant and stock· option exercises .•. , •.•••.••.•.• • .• •. •.• . ...•.... 

Net cash ftow provided by financin& activities ...... ................. .. . 

Net increase I (decrease) in cash and cash equivalents . . ... .... ........ . . 
Cash and cash equivaJents - beginnins of period •..••.••..••.••....•.•. 

Cash and cash equivalents- end of period ........................... . 

Supplemental disclosure of cash ftow information 

Junt JO. 
1997 

(UuUIIi~ttl) 

$(17,902,909) $(49,675,632) 

2,294,569 
7,573,427 

668,317 
151,934 

(324,012) 
1,531,426 

9,4~6.250 

12,239,)6() 
473,666 
859,6::!1 

824,002 

(:l,S14,106l 
(330,5.10) (!l/l!--4,-Uo~) 

(458,272) (h8,to i4) 
(107,574) 365.3~) 

16,271,487 (4, lt•2,4(lJ 1 

(1,666,634) -~M.~I:! 

7,701,229 (J6.1\12.0S7) 

(890,152) 
(1,538,943) (4,911.!164 l 

(41.660.076) ~1\._llll, \7~) 

(44.089,171) (73,213.239) 

66.234,486 1.137,297 

;274,682 

( 3,459,582) 
279,233 

63,328,819 

40,702,000 

(238,291) 
(290,193) 

(3,299,499) 
1,294.583 

~!.90~.8~ 
26,940,877 (70,119,429) 

$107,175,104 S 78,618,544 

SIJ4,11S.981 S 8,499.i;5 

Dividends declared with preferred stock . . . • . . . • . . . . . . • • • . . . . . . • . . . . S 2.016.833 S 1.094,839 

(Decrease) in accrvc:d redeemable warrant cost ••...... •• •. •.. . ...• .. 

(Increase) in goodwill .......... ... • •. . .•. . •. ....•...••........... 

s (504.554) =s=== 
.,s=== s (H.118.63:!> 

See accompanying notes to unaudited c;ondenscd consolidlted interim financial statements. 
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AMERICAN COMMUNICATIONS SERVICES, INC. 

NOTES TO UNAUDITED CONDENSED CONSOUDATED 
INTERIM nNANCIAL STATEMENTS 

Business and OrpaiutiiMI 

American Communic:alicw Sc"'ica. JDC. (ACSI or tbc Company) provides a broad range of integrated 
local voice and dati communic:aticwtcrlica primarily to commtrc:~l c:ustomen in mid-~i7t·d mMkets in the 
southern United States. Tbc Compaay nwaqa ud operata its own loc::al fiber optic networks. 

& .. Is or Preseatati011 alii Related Matters 

Effective December 31, 1996, the Compay chlnpd ill 6scaJ year lrom a twelve month period ended 
June 30, 10 a IWCJVC month period Cadcd December 3J. 'fbe COIISOJidatcd financial ~lalcmrll!\ IIH:llldC the 
accounts or ACSI ud ill majorily-oncd aublidiaria. AU oltbc Compauy'asubsidiaric~ arc wi"'IIY owned 
wirh the exceptioa or the Loullvillc. Fort Worth, El Palo. Grecarillc and Columbia IUbsidiarie~. in which the 
Company tau a 92. 7S~ ownership iatetat AU rutcrial iala'Celmpany accounts and transaction\ ha,.e hcC"n 
eliminaled in c:onsolidatioa. 

In the opinion or lnMIIFIDCftt, 1bc Keompuyiaa UDiuditcd iatcrim linuc:ial informatiun II Ike h .d' 
adjustmea(S, c:oasistiq ol Donna! reaarriaa ICCnlab. DCCaiUY ror • Cait pn:scntatiuu tl.r /t"lo[ ( ( ll;tiJI 

information aad Coolnolc cliJclosurc oonnally ioduded ia latnc:W ata~mcnts prepa1cd in a<, .,,,:,lrlv ~·r1h 
generally aa:cprcd KCOUDtiJJI priJJciplellaavc bccD candealld or omitted pursuant to in~tllH" ,,. , "'"' .• ud 
regulations prescribed by tbe Sccurida IDCI Exch1ap Commiuioll. AJchou1h tbc Coru1•auy hdu:. •. · ~o ·t th.: 
disclosures proridcd ae adequate to IDib the iaf'onnatiQG pacDtcd not misleading, these unaudited interim 
<:ondenscd CODIOiidaccd finucial statcmclltl lbould be lad io c:orajuJKtion wilh tht audited con~olidated 
financial Sla~mcDU ud the Coomota lbercto iaduded m die Compaafs AnDuaJ Repon on Form JO II: fllr 

the ye:ar ended December 31, 1996. Operatill1 raulb l•tbc three and sill: mondtl ~riods l"ndrd June :w. 
1997 ~ not necessarily iDdicatiw: of die te~alll elpCCtl:d C• abc fuU year. 

Sicailic:ant A.ccotlatiaa Policies 

Cash Equivai~11U and Rutrlct~d Carll 

Pursuant to SFAS No. IJS, "Accoundq Cor Ccn.ail lnvatments in Debt and Equity Securities··. the 
Co11apany's shon- and IOnJ•ltnn debt leCUritia and owtctablc equity securities are accounted for at market 
value. The fair market nlue o( shon· ancllooa-tenn iavabDCnts is dercnnined based on quoted m:uket pncc". 
for those investments. Tbe Compaay•s marketable securities have been classified u available for s:rlc and arc 
recorded at current market "alue with an oft'scttina adjatment to stockholden' equity (defkir) . 

The Company's investments consist or commercial paper, u.s. Govemment Securities ilnd IIJ()Oe~· 
market instruments, all with oriainal maturities of 90 days or less. The fair m~trket value of such secuntics 
approllimatcs amonized cost. At December 31, 1996 ud June 30, 1997, cash equivalents consists of 
government securities and ovcmiJhf investments. 

The Company has provid~ pcrfonnance bonds and l~ters of credit in various cirie~ in connection wi1h lb 

opcr.1tions, resulting in a restri<:tion of cash amountillato S2.J42,J 52 and $5,156.258 at December 3 J. 1996 
and June 30, 1997, respectively. The race amount of all bonds and lcnen of credits was appro~imatcly 
S6.200,000 OlS of December 31, 1996, pd 8,072,000 u of June JO, 1997. 

N~tworks, Equipm~nl and Furnilll~ 

Networks, equipment and furniture arc st:atccl 11 cosl less .x<:umufa~d depreciation and amortiz;uion. 
Costs c.:1pitalized durina the netwotk development slllJe iDducle expenses auociated with network engineering. 
design and construction, negotiatioft of riJhts-Of·w:ay, obcainina 1c1a1 and rqubtory :authoriz:alions and lhc 

amount of interest costs :associated with the network devclopmenL 
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• 
AMERICAN COMMUNICATIONS SERVICES, INC. 

NOTES TO UNAUDFI'EO CONDENSED CONSOUDATEO 
INTERIM flNANCLU. STATEMENTS- (Conlinu~) 

Provision (or dc~tion of nehfOrb. equipment and fumiNre is computed using the m;ugh:-hnc 
method over the arimated useful lives ot tbe aaeu bc1i.nnina in the month a ncrwork is substanuJlly 
complete and ava;lablc for UIC ud equipment and furniture are acquired. 

The atimated uscf'ulliYCS ot tbe Compuy's principal c:lwcs of uscts are as follows: 

Networks: 
Fiber optic cables and insWJalion CCIIII .••••••••••••.•.....•......•...... . 
Telecommullicatioaa cquipmcal •....•......•..................... . ..... . 
lnterconnectioo aad callocalion cosu ..•......•........................... 
Leuehold i~nall ...•....••..................................... 
Furniture: and fixtures •.•.••....•.••....•..••.•.•......... . .•........... 
Capitalized actwark deYclopment CCIIII ................................. . . 

20 years 
J. 7 years 
3-10 years 
life of lease 
5 years 
3·20 years 

The Company adopced the provisiool of' SFAS No. 121, "Aa:ountina fer rhe lmpainncnl of I ""I' I 1vrd 

Asscu and for Lona·Livcd A.acll Co be .Dispoled or· 011 January I, 1996. lbis statement requires Ill.\ I I , >ll)' 

lived asscll and certaia idcntiliable uuaqiblcs be rnicwcd ror impairment whenever events or chan,~('. 10 

c-ircumstances indicate that the c:anyinJ amouat of' an IIICt may DOl be r~rable. R.ec:ovcrability , ,J ., .• \,.,, 1 o 

be held and used il mcuured by 1 compariiOD of die canyina amount ot an user to future net ( a~ll :J,,. .• ,s 
expected to be aeoerated by die aaet. 1( lOCh IIICU arc c:onsidcted to be impaired, the impainnent to be 
recosnizcd is mcaured by die UAOUal by witic.b tile c:anJia1 amount of the aaets acccds tbc fair value or the 
asscu. Assell to be clilpred ol arc reponed 11 die Iowa' ot lbt c:anyina amouol or fair value Jess cost!; to sell. 
Adoption or dlis StalaiiCDt did DOC bave. material impKC oa l.be Company'• finanQaJ position, results ur 
operations, or liquidity. 

D~ferred FltUJnclnf FlU 

Defemd financin& fc:a iodudc conun.ilmc.ru fees ltld otbu COlli related to c:enain debt fin;sncing 
transactions and are beina amoniud Uliq tbe cft'ccti\'C interest method over tbr initial term of the related 
debt. 

Rtvenu~ Recogrrill011 

Revenue is recop.iud u scrvic:aarc proridcd. Bi.lliDp to customeB for scrvic:es in advance of providing 
such services arc deferred and rccosllizcd u ret'a\IIC wbeo earned. The Company aJso enter5 into maoa~ed 
services agreements with certain customcn. Uadct sueb acrecmenllthe Company provides use of Company 
owned equipment, collocation and network KCaaiCrvi<:a. ReYenuc is rccoanizcd on a monthly basis as. these 
services arc provided to tbe customct. 

Earnings (Loss) Per Com111011 Sluln 

The c:omputatioa of ea.minp (loss) per common sban: is based upon the weighted averaae number of 
common shares ouutandina. The effect o( induclin1 common stock options and wamants as common stock 
equivalents would be anti-diluti'W'C and il adudcd from the c:ak:ulation of loss per common share. 

Income Taxes 

Ddc:m:d income wcs arc: rc:coaniud f01 tcmpocvy diffcre.accs between linanclalstalc:ment and income 
tax bases or assets and liabilities and loa canyf'orwanb and tu credit aanyforw:uds for whic:h income r.u 
benefits ;sre expected to be realiud in (uNrc ycm. A valuation allowance is csl:lblishcd to reduce ddcned t.u 
assets if it is more likely than not chat all. or some portion, of sucb cldcJTCd tax useu will not be realized. The 
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AMERICAN COMMUNICATIONS SERVICES. INC. 

NOTES TO UNAVDITED CONDENSED CONSOUDATED 
INTERIM FINANCIAL STATEMENTS- (Continued) 

effect on deferred tucs o( a tblftJC lD tax rates is recosniz.ed il income in the period that includes the 
enactment date. 

R~c/assificatiOIIS 

Certain reclassifications have been made to the June 30. 1996 consolidated financi:~l statemenls to 
confonn to the June 30, J997 presentation. Such reclaasific:aaioas bad no effect on net loss or tot:~l 
stockholders' equity (deficit). 

Stock Option PIDfl 

Prior to JuJy I, 1996, the Compa.cay accounted for its stock oplion plan in accordance with the provisions 
of Accounting Principles Boud ("APB") Opinion No. 2S, .. Accoatina for Stock Issued to Employees", and 
related interpretJtioas. IU sacb. c:ompeasation expenae would be RCOnkd on the c!;1!e or gr.ml c·nl·· if the 
current market price ol the uDderlyiba SIDCk exceeded the eurcilc price. On JuJy I, 1996, th•· c·.,,;,l··tnY 
adopted SFAS No. 123, .. Ac:c:ountina (Of Stoc:k Based Compeualioe .. , .-bic:b permits cntitie~ torr.~'' ' ru:r ;1!. 

expense over tbe vcstill& period the fair value of aD atoc:k based awarda on the dJte of grant. A llcr: •. tll l'ely, 
SFAS .No. 123 aho allo.-s catilies to conti.oue to apply tbe piO¥isioal ol APB Opinion No. 2~ and prov~tlc pre> 
fotma net inCOme aJid pro forma earDUap per Sbii'C diJdo&ure fOf employee StOCk option grant~ .t•. 11 !he f.JII

vaiue based method defined in SFAS No. 123 had been applied. The Company has elected to continue tu 
apply the provisions of APB Optnion No. 2j. 

Uu of EstimDtts 

The preparation of the c:oniOiidatcd 6AUicia1 statements in comonnity with aencrally accepted an·ounl· 
ing principles teqUii'CS IJliDIICMC11t to make dbm&fes and USWDpCioas tbat affect the reponed :J ifl•JUil b •>f 
assets and liabilities and disdosure o( c:ontin,eJu asaets IDd liabilitica at the dates of the consolidarnl !wam:i..tl 
statements and tbe reported amouats of rennue and expenses duriaa tbe reportina period. Actual results may 
differ from those estimates. 

Conuntration of Crtdit Risk 

The Company receives a significant ponion ol its revenues from a small number of major customc:rs. 
particularly the long distan<;e teiCQ>mmunications companies that service the Company's ma1 kc:t5. The: 
Company provides managed services to cenain lnremet service proriders. Such companies operate 111 :.~ In!! hi' 
competitive and uncertain environment. 

1-"inandne Acrirltie 

To date, the Company has funded the construction of its nerworks and its operations with e:~.remJ! 
fin:~nciogs, as described below. 

AT&T Cudit Facility 

Jn October 1994, rhe Comp:~ny entered into the AT&T Credir Facility pursuant 10 which AT&T CrcJic 
Corporation h:~s agreed to proYide up to S31.2 million in financina for the development and con~tnKI~<Jn ,,, 
fiber optic local networks by five o( the Company's subsidiaries. In connection with each lo:~n made under the: 
t\T&T Credit Facility, AT&T Credit Corporation purchased 7.2S% of the c:~pit:ll stock of the funded 
subsidiary. and ACSI pledged the other stuues and the 3$SI!U of the subsidiary 10 AT&T Credit CorporatiOn as 
security for the loon. As of June 30, 1997, an agregate o( $31.2 million h:~d been bo"owcd under these 
agreements. Principal amounts payable on the .AT&T Credit F:acility during 1997 arc approximacclr S87~.0W 
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NOTES TO UNAUDITED CONDENSED CONSOUDATED 
INTERIM flNANCIAL STATEMENTS- (CMiiiMifd) 

The Company has entered into nqo&iations with AT&T Capiw Corporation to roll-up the five ellisring 
loan agreements comprising the AT&T Credit Facility into one loan agreement to be entered into with th~ 
Company, and to be secured by che existina usets of the Company (includina rbe stock, but not the: assets. of 
certain of the Company's subsidiaries) (tbe .. New AT&T Facility"). The Com~ny expects the Nc:~· AT & T 
Facility to otherwise be on tenns substantially similar to those of the exislina AT&T Credit Facility ll•c 
maximum aggregate amount or ~it available under tbe proposed New AT.tT Facility will not exceed SJ5.0 
million as defined by the Company's emtinJ indeftrures. On June 26, 1997, each of the Compan) ·~ 
Subsidiaries that are parries to lhc AT4:T' Credit Facility entered into u qreemcnt with AT&T Cred1t 
Corporation to waive, for a period of 90 business days commenciDJ on tbe date thereof, complianrc: by such 
subsidiaries with certain covenants contained therein. Such coven.anu are nO( expected to be included in rhe 
New AT&T Facility. 

9% Sui~s A Convmib/e Pnfemd Stoclc 

In October 1994, the Company completed the private plac:cment of 186,664 shares of its 9'k ~.wn /\ 
Convertible Preferred Stock, par value SI.OO per sham (wbic:h was later cuJaanaed for Series A-1 Prelr1 J<::d 

Stock that was convened into 7,466,560 slw'a of Commoo Stock simultucous witb the completion .. ! the 

Offering) with accompanying wanants to purchase u ~URPte of 2.674,506 shares of Common St. 0\k, l "r .• n 
aggregate consideration of $16.8 millioo (bef~ dcdu~tioD ol estimated o«erin& expenses). includin~ the 
conversion of $4.3 .million of oulltandiftl debL Of lhc warrants sold in Odober 1994, warrants to acqu1re 
1,491,222 shares of Common Stoc:Jc were cxetclsed by a priDc:ipel stockholder for an aggregate e;~~ercisc price 
of approximately S 100,000. The Series A Preferred Stock wu coavcrted into u agregate of 7,3.50,160 shares 
of common stock simultaneous with the c:omplctioa or the April Offering discussed below. 

9% Serit.r B Convertible P~fernd Stoclc _. 

In hne 1995, the Compuy completed a private placement or 227,500 s!wes of its Series B Preferred 
Stock with accompanying warrants to purehue u aarqate of 1,584,303 slwcs or Common Stock. for an 
aggregate consideration of $22.8 miUioca. ID additioa. in NOYCmber 1995, tbe Company completed a private 
placement of 50,000 sbves of its Series B Prd'emd Stoc:lt toaethcr witk ~ exercise of accnmpauying 
warrants to purchase 214,286 sbares of Commoo Stock lo a principal stockholder for an aggregate 
consideration of $4.7 million. Tbe SCiic$ B Prefcmd Stock was converted iJuo an aggregate of 9,910,70-t 
shares of Common Stock simultaneous with the (:Ompletioa of abe April Offering discussed below. 

2005 S~nior Disrount Notes (1005 Notes} 

On November l4, 1995, the Company completed an olfering of 190,000 Units (the "Units") consisting 
of $190,000,000 principal amount of ll~Senior Discount Nores due 2005 (the "2005 Notes") and w:urants 
to purchase 2,432,000 shares of the Company's common stock at a price ot $1.15 per share (the "2005 
Wanants"). The 2005 Notes wiU accrelc at • rate or I)~ compounded semi-annually In an aggrc:gale 
principal amount of S 190,000,000 by November I, 2000. Thereafter, interest on the 2005 Notes will accrue at 
the annual rate of 13% and will be payable in cash semi-annually on November I and May I, commencing 
May I, 2001. The Company rcceiYcd net proceeds of approximately $96,105,000 from the sale or the Units. 
The value ascribed to the 2005 Warrants was $8,684,000. 

2006 Smior Discount Notes ( 1006 Notes/ 

On March 2:. 1996, the Company completed an offerins o( $120.000.000 of 12 314% Senior Discount 
Notes due 2006 (the "2006 Notes") resulting in net proceedJ of approximatdy $61,800,000. The: 2006 Notes 
will accrete ;u a ~te of 12V.% compounded semi-annually, to an aure8atc principal amount of S I 20,000.000 

tO 



AMERICAN COMMUNICATIONS SERVICES, INC. 

NOTES TO UNAUDITED CONDENSED CONSOUDATED 
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by April J, 2001. Thereafter, interest on the 2006 Notes will accrue 11 the annual rate of 12¥.% and will be 
payable in cash semi-annually on April I and October I, commenciJI& on October I, 2001. The 2006 Notes 
will mature on April I, 2006. 

Common Equity {April OfftrintJ 

On April IS, 1997, the Company consummated tbe issuance ud sale or S,060.<XX> shares of Common 
Stock (inclusive of the May 14, 1997 exercise by the ulldcrwriters ol daeir overallotment option) at a pncc: per 
share of $5.00 in an underwritten public otreriag, llld tbc issuance ud sale directly to certain of its prin~:ipal 
stockholders of 3,600,000 shares of Common Stock at 1 purchase price of $4.70 per share ( t••gc:thc:r. the 
"April Offering"). Total net proceeds to the Company from tbc April Offering wen: appro1.lmatcly s.so 
million. 

In addition, the Company recently completed addicional financiap, delcribed below. 

14*'*' R~dttmablt Prt/trnd Stoclc {Unit O§trlnr) 

On July 10, 1997, the Company c:onsuPUnated the private placement of 75,000 units, (the "Unit 
Offering"), consisting or its 14V." R~mabJe Prdemd Stock dae 2008 (the "Redecm..ILk l'rc:lnrc:d 
Stock") and warrants ro purchase shares or CODUDOil stock. n.e Company received llt'l procc:ct.h llf 

approximately $67 miUion from the sale of these units. Each unit indDdes a warranrto purchase 80.318 shares 
or ACSI common stock subjec:t to an inc:rease of22.64S addition.t lUres of cor_nm.on stock in the event th;~t 
the Company (ails to r.aise net proceeds of at least S50 miUioa throup the issuance and sale: of its qualified 
capital stock on or before December 31, 1998. DiYideacb oa the Redeemable Preferred Stock will acmlc: from 
the date of issuance. are cumulative and will be payable in arrears OD March 31, June 30, September JO and 
December 31, commencing September 30. 1997. DitideDds may be pUd. at tbe Company's option, on any 
dividend nayment date either in cash or by tbe issuuce ol additioaal shares of preferred stock. providc:t.J 
however, that after June 30, 2002., to the extent and for 10 loq as tk Company is not precluded from paying 
cash dividends on the Redeemable Preferred Stock: by tbe terms of uy then outstanding indebtedness or any 
othc:r agreement or instn~ment to which the Company il subject, the Company shall pay the dividends in cash. 
The company i.s rcquirc4 to redeem all the Redeemable Preferred Stock outstanding on June 30, 2008 ;JI a 
redemption price equal to lOO.tm of the liquidation prderence tberco{, plus, without duplication, accrued 
and unpaid dividends to the date or redemption. 

2007 s~nior Nous ( 2007 Nor~s) 

On July 18, 1997, the Company completed tbe prirate placement of $220 million of 13¥•% Senior Notes 
due 2007. The Company received net proceeds of approximately $209 million from the sale of the 2007 Notc:s. 
of which, approximately $70 million has been placed in escrow solely 10 fund !he first five interest JMymcnt~ (>f 

otherwise for the benefit of the holders of the 2007 Notes. The 2007 Noles bear interest at I JW~ cornJl'lundc:d 
semi-:~nnually in arrear$, payable on January 15 and July 15 each year, commencing on hnuary 15. 1998. T he: 
notes m:~ture on July IS, 2007. The 2007 Notes will not be redeemable at the option of the Company prior ro 
July 15, 2002, except that any time prior 10 July 15. 2000, the Company may redeem up to 3~"'<> of 1 he 
aggregate principal amount of the 2007 Notes with the net proceeds from one or more: eq~;ry offering~ of the 
Company, at a redemption price equ3l to 113.75% of the agregate principal amount thereof on the date: of the 
redemption. subject to other conditions. 
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ITEM 2- M•n•r~me•t's Diseassio• ••tl Aai,U of Fi••«i•l C#lltlitio• ••tl Rts~lrs of Opmuio11s 

Tht following dlsctl.uic111 arul GMiysu slrlnlld ~ rttld in amj~nctiow witll tilt Companr·., corrdr·nu•J 
Comolidattd Fin11ncial SltJietMtlll tJU N01u tlttnto int:lutltd lrtnwith, and with tht Company'.! Mmwge· 
mmr Discussion tJnd A1111lysls of FIMnciDI Colldition and Rtsults of Optrotion.s ond oudrlt',f .f.twflnal 
stortmtnts and notts thtnto fM 1/te YtQrl truhd Ju11e ]0, J99j tmd 1996 and for tltt six months endtd 
IHum~r 11. 1996. 

0Yenitw 

American Communications Services, Inc:. ( .. ACSI" or the "Company") provides a broatl range: or 
integrated local voice and clara communiQtioDIKrvic:a primarily to commerci.al custome~ in mi~oht1ecJ 
markets in the southern United Srata. Ala c:ompctiliwe local cxcbanse cattier ("CLEC"), the: Compan)' lw 
constructed ilS own local fiber op~ ncrworb ill 31 markets, expeclS to have operational networks in 
approximately 35 markelS by the e.nd ofl997 and expeclS to offer JCM<:es on its own networks or on :1 rc.dc 
basis in up to 50 markelS by tbe end of J991. The Company uses ilS owned racilitics and leases network 
capacity from othm to provide lont distance c:anicn. Internet ICM" providen ("ISP5") and hu~ine)s, 
government and institutional cftd·UJen with an aJtema!ift to tbc incumbent local phone companie~ fr•J hi1•h 
qualiry voi", data. video 1n1n1port &lid otbcr tdeeommwtic:atious ~erviccs. Tbe Company belie~' th:u '" 
cunomcn choose ACSI's tclccoaunuaicatioas services because ol the reliability .and breadth ,,f 11lc 
Company'5 scrvias. discounted pricina rclatiwe to the illeumbenl local excbange carrier ("ILEC") atu! " high 
level of customer scrrice.. 

From the formation of the Comp111y throup 1996. the Compuy derived substantially all of its rr\'cnues 
{rom the sale of dedicated IICnica to illtcre~CbaDJc carric:n { .. IXCs .. ) and ISPs. Since: the passage of the 
Telecommunications Act of 1996 (the "Federal Telccommuuicatiolll Act"), bowcver, the Coml';ny has 
enhanced its product offcrinp to mcd the DCCdl of c:oaunercill cnd·uscrs. and is agressivcly upandlllr the 
sales and markctiDs capabilitica JlCCeSIIIY 10 deliftr tbac products to sucb customcn. Spccitlcally, tl1c 
Company introduced local switcbed voice semca, inc:ludia1 leal C~tcbuac services (dial rone) in l;tlc 19%. 
and has also added capalillilies to pnMde oilier cnllaoccd .crvicc:s sucb as high speed video confcrc:nt.:ing. 
frame relay, asynchronous uusfcr mode ("ATM .. ) udlntenzct access. 

The Compauy eurrcntly prcMdcs a wide rute olloeal tclceommunications scmccs including dedicated 
and private line, local switcbed voice senic:a. JUah·apeed data Krvica IIJid Jntcmctscmces. The Compan)·\; 
SONET-oased local fiber optic networb ud ill coat-to-coutleascd bi1b broadband bac:kbone data network 
("ACSlNet") are desipcd to auppon tbia wide lUIC ol enhanced communications services, provide 
increased network relillbiliay and n:diiCC CCIII (or ill customcn, U (oUows: 

Drdicattd Srn~Jcu. The Compuy'a special a<:c:csl semces, switched transpon services and private 
line services provide bigb capacil)' DOD-switched interconnections: (I) between points of presence 
("POPs") o( tbe same JXC: (2) bctwcea POPs of dilferent lXCs; (3) between large busmess and 
government end-usen and their selected POPs; (4) between an IXC POP and an ILEC a:ntral office, or 
between two such central offices; aod (5) between dift'ermt loc:atiom o( business or sovc:mment end
users. During 1996, such dedicated IClYiccs provided subslaatially Ill o( the Company's revenues. 

Loco/ Switcltrd Yolc~ s~TIIICU. 'nc Company besan ofl'crins loc:al swirched voice scrvites 
(including dial lone} iD lare 1996. M of Juae )(), 1997, the CompaAy offered such loc:al switched services 
using its own facilities in 8 markclS and offered suc:h ICIYiccs on a resale basis in a total of 24 markets for 
switched services. This compares to s awUlS ror switcbcd services using ilS own radlities. llnd no 
m:~rkets for resale services at Marrh 31. 1997. The Com~ny CllpcClS to offer raciJitics-based services in 
16 or the mllrkets in which it bas ope,.aionaJ local net worts by rile cod of 1997. and it expects to off c:r 
loc:al services on a resale basis in additioul nwftcts. 

Data St!rvict!.r.. Durins 1996. the Company deployed ACSlNet IIJid as or June 30, 1997 h3d a tor31 
of 44 data POPs as compared to 30 dab POPs as of March ll, 1997. ACSI provides 3 full r.~ngc of high· 
speed dllta services OYer this network. indudins Internet conncctiYil)', rnamc relay, A TM and managed 
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servicel (such as network desip, conlisuration ud installation) to businesses, sovemment, health care 
providen, educational iaslilutiou ud JSPJ ror locaJ ud wide area network IOiutiOfls. 

lntem~l Stnic~s. On Januat)' 17, 1997, tbc Company acquiml 100'1 ollhc ouutandinB c3pital 
sroc:k or Cybcrpte, lne. in cachanac ror 1,030.000 slaata of Common SIOC.t plus up to an additional 
I 50,000 shares it certain pcrfonnaace pis an: achicwd (lhe .. Cybcraatc Acquisition"). Cybergate, a 
Florida~based ISP, delivers hiJb-spccd data communications services. iDduding computer network 
connections and related infrastructure servic:a, lhat pnMdc both commercial mel residential customen 
access to the lalemet lhrouah their pcnoul computers and tbe use o1 1 modem. The Cybergatc 
Acquisition proYicles ACSJ with the ability to ol'cr direct Internet access to Clld·user commercial and 
consumer cuslomcrs u well u to provide private label lntcmct saviccs fot the Company's str:~tegic 
distribution panners throupout all ol tbc Compuy'1 nwteu. 

Initially, the Company expects to experience acpliw cub llow from opcnaioas in each of its oper:Jtin~: 
locaJ networks. The Company cstimalcs that bcc:aute oftbc reduced operating costs associated with its :.maller 
loc:al networks and its sinaJe point of service Jiles farce. il c:aa achiCYC operaliq cash ftow breakeven (i.e., 
positive EBITDA bc(cn cwcrbead allocatioas) oa dedicated ac:c:as ICr'Yic:a prowidcd on its local networ~~ 
within ten co l S moalhs from lhe start ol th01e JCtYic:cs. Tbcrcafter, the Company anticipates thai its p1 t)rJI 
margins will inc:rcue as each loa] nerwork is ap~~adcd to c:oaaect lddilioaal cullOmers directly to il~ nt" , ... , ''~· 
backbone and as oft'-uet customers mipatc to oa-ueiiWUa (thus allowiDa the Company to n:tain thr portion 
or customer chaJJcs previously paid out to the JLEC ror n:ale of ILEC fac:iJitics). The Compau) .. ·rll .ll~o 
experience initial nqative cub Bow from opcradou u its data, JocaJ awitchcd woicc and Internet ~rvic('s ar~ 
introduced and undl nttworU pfOVicliftl lbolc ICMca radJ opcratirtJ cuh Row bn:akeven. 

Results or Operalifts 

Three and Silt Month Periods Eadcd Jwac 30, 1997 Compared to Three aDd Six Montb Periods Ended 
June 30, 1996 

Networl Statistics 

The foUowing table presc:acs key opcrabna starislica for the Company ror lbc n:porting periods . 

~ 
...._ ,., 

Ac~ 5t~o;s 

AJ or D•rr bfllr- ,__.. Mills Mia ~ ~ u~ Sooolch" 

June 30, 1997 ....................... ~59 )J 9S7 12,693 1,013 tl6,3n 9,177 ~ 

Man:h 31, 1997 .....•.•.............• S02 21 9011 7U67 lSI S~4.81J 360 ~ 

December 3 I, 1996 ..........•........ ]22 21 697 41,192 s~ 384,134 0 I 

June 30, 1996 ....................... 199 IS ]16 21,476 216 137,431 0 0 

March 31, 1996 ...................... 142 10 200 9,466 IJJ 12S.208 0 0 

Employees represent rull·time employcea of the Company. Operational networks represent networks tho~t 
are in service and have revenue generalina customers. VGE represents voice arade equivalent circuiiS. a 
measure of service equivalent to one telephone liDC ICtvally billed to a cultomcr. Access lines represent 
business lines providing switched voice services. 

ReYenues 

The Company ""orded revenues of SH.6 million rot the three month period ended June )0. 1997 and 
revenues of Sl9.8 million ror the six monlh period ended June 30, 1997. This compares to revenues of S 1.6 
million for thr three moncb period ended June 30, l996and revenues ofS2.4 million for lhe sill month pen•'<! 
ended June: 30, 1996. AJthouJh substAnlilllly all of lhe rcYCftues ia lhe 1996 periods were denved from th~ 
provision of dedic3ted services, revenues in the 1997 periods were derived prim3rily from signLficJnt growth 1n 
dedicJted services, plus the :~ddition of cbt.:a services, lntemet JCI"'iccs ;and loc:~l switched voice servu;c:s 
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Total Operating E~pmscs 

Network development and operat.iaa expenses fat the three month period ended June 30, 1997 increased 
to $9.4 million from S0.4 million iD the three month period ended June 30, 1996, rcftectina significanr 
increases in personnel, network deYCiopmalt and JtOII·Piyrall opcralinJ upcnscL Related personnel co!.ts 
increased to S3.J million in the quancr eadcd June 30, 1997, from II'Pf'Odmately $0.3 million in the quaner 
ended June 30, 1996. Other operatina eapeues related to the dnclopnur or prospective new markets, which 
include expenses such as contract Iabat ud lqaJ expenses, travel Cllpenses, rent, utilitiCJ, charges and taxes 
increased to $6.0 million in the quancr eadcd June 30, 1997 fnmu)'PRWmatcly SO. I million in the quarter 
ended June 30, 1996. 

For the six month period ended Jaac lO, 1997, total nctwcn development and opcratina expenses 
increased to $18.0 million from S2.J miUion in tbe six month period cDdcd June 30, 1996, n:ftec:ting significant 
increases in personnel, network developmalt and non-payroU opcraaift& cxpen~a. Related personnel costs 
increased to $6 . .5 million in the six moath period coded June 30, 1997, from approaimatdy $3.0 million in the 
same period in 1996. Other opcratiaa apascs, which iacludc cspeues auch u contrxt Jabor and legal 
expenses, travel expenses, rent, utililia, clwfes ud tun il'lcrcucd 10 S li.S mUlion in lbe six month period 
ended June 30, 1997 from approximately ($0.7) million in the six month period eaded June 30, 1996. 

In the three month period ended J~aac 30, t997,sellina.acneral ud administrati.-e Cllpenses increased to 
$15.9 million from $7.7 million in the three month period ended June 30, 1996. Rclarcd personnel costs 
increased to S6.7 million in the quarter adecf J~ane JO. 1997 rrom Sl.l miU.ioa ia the quancr ended June 30, 
!996, and correspondins opcratina COlli iDcrcased to $9.2 miltioa iD rile quarter ended June 30, 1997 from 
$5.9 million in the quancr ended JuDC 30. 1996. lbis incra~C rellcctcd COlli aaociated with the Company's 
effons to expand signific.ndy its national ud local city aalcs &ad ita mamtiat ud administntive staffs, u 
well as increased legal and other CODIUlWta cxpeD1C1 aaocialed with ill agrcaiW'C prosrams ror obtaining 
regulatory approvals and certifications ud JI'O"idizli quality .DCt1wOrk services. 

In the six month period ended June lO. 1997, lldlia&. aeocn1 ud adminiatntiW'C expenses increased to 
S29.8 million from $10.4 million in die six mondJ period coded June 30, 1996. Rclarcd personnel costs 
increased to Sl2.1 minion in the silt moath period elided Juac 30. 1997 from $1.7 miUioa in tbe six month 
period ended Juf"!c 30, 1996, and c:onapt""diDJ opcratiaJ COlts iDcrascd 10 SJ7.7 milliOD io the six month 
period ended June 30, 1997 from $8.7 millioa ill the six moath period adcd Juac JO, 1996. 

Depreciation and amortizatioa cxpc:ucs inc:rcucd co SS.3 million in dJc three monlh period ended 
June 30, 1997 from SJ.7 millioa in the three moath period ended JuDC 30, 1996 ud increased to $9.S miUion 
in the six montb period ended June 30. 1997 from $2.3 millioa in die u mondJ period ended June 30, 1996. 
As or June 30, 1997 the Company incrascd ita capital usell 10 $219.9 millioll, from $144.4 million at 
December 31, 1996 and from $80.1 miDioa as or June 30, 1996. Non-cash arock compensation expense 
increased to $0.6 million for the qu&l1er ended June 30, 1997 from (SO.S milliOft) for &he quancr ended 
June 30, 1996. For the six month period cadcd June 30. 1997, non-c:asb compensation expense decreased to 
$0.8 million from SI.S for the same period in 1996. Thil eap«:IIIC ~ftccts 1hc Company's accrual or non-cash 
costs for options and warrants arantcd 10 key C%Calt.iYes, employees and others arilina from the difference 
between the exercise: price and lbe valuation prices used by the Company to record such costs and rrom the 
vesting of those options and warrants. Cenai.a of these options had pul rights 111d ocher factors that required 
variable plan accounting in both 1996 and 199S but, at the cftd ol6scal 1995, the Company rcneaotiaced 
contracts with certain of iu officen, cstablishina a limit ol S2,SOO,OOO on lhc Company's .. pur righl'' 
obligations with respect to those contracts. Durina fiscal period ended December Jl, 1996, the limit was 
funhcr reduced to $2,000,000. 

Interest and Olher Expcnsn 

Interest and otbcr income decreased 10 SO.l million and Sl.l million f« the: thm: and six month periods 
ended June 30, 1997, respectively rrom S3.0 million and $3.6 millias iD the th'" aad six month periods ended 
June: 30. 1996. respccrively. Interest and other expense increased to S6.J million ~nd $12.4 million in the 
quaner and 'ix month period ended Juae JO, 1997, respectively rrom 5<4.2 million otnd $7.6 million in the 
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quaner and six month period ended June 30, J996. respectively. The decrease in interen and other mcume 
reflecrs the decrease in available funds from tbe Company's aaJc of iu 91Jr Series 8 Preferred Stock. the 2005 
Notes and the 2006 Notes. Tbe incrusc in intCICit ud odlcr expenses reflected the accrual of interc~t rciJtel.l 
to the 2005 Notes and 2006 Notes and the Compuy's increased bonowinp under AT&T Credit Faciliry. 
Payments of principal and interest oo rbe AT&T Cmlit F~eility began in the lint quarter 1997. Paynl<:nts of 
interest on the 2005 Notes will oot bcaia until May 2001 ud peymenu of interest on the 2006 Notes will not 
begin until October 2001. 

Uquidity and Capital Reso•rces 

To date, the Company has funded the c:ocasrtlldioa of iu loea.IJJCtworks and iu operations wirh extem:d 
financing. Prior to Novan'ber 1995, the ptinwy 1011n:a of funds used ro finance the building of exJsting 
network£ and tbe completioa o( new lalJCted oetwcwb were two preferred stock private offerings completed in 
October 1994 and June 1995, tbrouJb which tbe Company raised an II&RJIIc of approximately $39.6 million 
before related expenses, and tbe AT&:T Credit facility, throush which the Company has financing 
commitments for $31.2 million. On November 14, 199S, the Company completed a private offering of the 
2005 Notes and the 2005 Wananu from wbicb the Compuy n:c:eived approximately $96.1 million in net 
proceeds. The 2005 Notes will accnae to u aurqaae princi.-J amount of $190.0 million by November I, 
2000, after which ush interest wiU ICCtUC ud be payable oo a sc-mi-umual basis. The Company also received 
net proceeds or approximately $4.7 millioo from tile prink ale of an additional SO,OOO shares o( its preferred 
stock to a principal stockholder and tbe cxadle by aut s&otkllolder ol wamnllro purchase 214,286 shares or 
Common Stock acquired iD the Company's June 1995 ptefemd stock private placement. On March 21. 1996. 
the Company completed a prime oft'eriaJ ol the 2006 Notes from wbicb the Company received net pro .. ceds 
or approximately $61.8 miflion. Tbc 2006 Notes will..:aue to an agrepte principal amount of Sl20.0 million 
by April I, 2001, after which cash interest will acmae ud be payable on a semi-annual basis. On April 15. 
1997, tbe Company completed the April ofreriaa ol 8.000,000 shares of Common Stock. The Company 
completed the sale of an. additioaa1660,(XX) ahara a. May 14, 1997 upoo cxen:i.Jc of the Undcrwriter5' over· 
allotment option. Tbe Compauy receiYCCiact proceeds ol approximately s.tO.O million from the sale of these 
8,660,000 shares. On July 10, J997, the Company c:omplctcd the Unit OfreriJaa of 75,000 units rrom which the: 
Company received net proceeds of approximately $67 miJlioo. On July II, 1997, the Company completed :1 
private offering or the 2007 Notes from •bida tbc Compuy received act proceeds of approximately S209.0 
million, '70 million of wbicb is bcinJ held ia aaow solely to fund the fint ftve interest paymc:nrs or otherwise 
for the benefit of the holders of the 2007 Notes. 

AT&T Ct~di1 Fadli1y. 

In October 1994, the Company entered into the AT&T Credit Facility pursuant to which AT & T Crc:d•t 
Corporation has agreed to ,provide up to $31.2 miUion in financing for the development and conmu~:t10n ol' 
tiber optic local networks by five of the Company's subsidiaries. In connection with e3cb loan made under the 
AT&T Credit Facility, AT&T Credit Corpor.uioo purchased 7.2.5'11 of the capital stock of the funded 
subsidiary, and ACSI pledged the other shares and the uscu of the subsidiary to AT&T Credit Corporation :1s 
security for the Joan. As of June 30, 1997, an agrc:aate of $31.2 million had 'been borrowed under thc'e 
agreements. Principal a.mounts payable on the AT&T Credit Facility durinB 1997 are approximately $87 ~.om 

The. Company has entered into ne,otiations with AT&T Capital Corporation to roll-up the fi:.·.: existmg 
loan agreements comprising the AT&T Credit Facility into the New AT&T Facility. The Company expect~ 
the New AT & T Facility to otherwise 'be on terms substantially similar to those of the existing ,, T & T C mh 1 

Facility. The m:uimum a&Jregate amount o( credit .available under the proposed New AT&T Fac1lity w1ll n~>t 
exceed SJ5.0 million :as defined by the Company's ex..istina indentures. On June 26. 1997. each of rhe 
Company's Subsidi.uiu thar :ue panics to the AT&T Credit Facility entered into an agree mer'!! with AT & T 
Credu Corporarion to waive, for a period of 90 business d.1ys commencina on the date: thereof. complian..:c: by 
such subsidiaries with cenain covenants contained therein. Such covenants :arc not expected to be: 1ndudcd tn 
the new AT&T Facility. 
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Tlr~ R~drtmoblt P"f~rrrd Stoclt. 

On July 10, 1997, the Company consummated the privale plac~menl ol n.ooo units, (the "Umt 
Offerins"), consistina or ill 14 314'JJ Redeemable Prcferrtd Stock due 2008 (lhe "Redeemable Preferred 
Stock") and warnnu ro purchuc shara or common stock. The Company received net proceeds ()r 
approx.imately $67 million from the aale ol'thcse unitS. Each uait includes a wamnt to purchase 80.318 share~ 
of ACSI common stock subject to u increase o( 22.64S additional shares of common stock in the event thar 
the Company fails to raise net procccda ot 11 lcut S50 million through the issuance and sale of its qualif1ed 
capital stock on or before December 31, 1998. Dividends 011 the Redeemable Preferred Stock will accrue from 
the dale of issuance, are cumulative aad will be payable in arrears on March ll, June )(),September 30 and 
December 31, commeacina September lO, 1997. Dividends may be paid, at tbc Company's option, on any 
dividend paymenl date either in cash or by the iuuuce or additional shares or preferred stock. provided 
however, that after June 30. 2002, to the e&tCIII aad rar 10 lona u the Company is not precluoed from paying 
cash dividends on the Redeemable Prefci!Cd Stadt by the terma ot any then outStandin& indebtedness or any 
other aJreement ot instrument to which the Compuy is subject, the Company shall pay the dividends in cash. 
The c:ompany is required to redeem all the Redeemable Prct'cncd Stock ouutandin1 on June 30, 2008 at a 
redemption price equal to 100.~ oC the liquidali011 preference thereof, plus, without duplication, accrued 
and unpaid dividends to the date ot redemptiOIL 

1005 and 1006 &11ior DUcotutl Notu and 2007 ~1110' N«u 

On November 14, 199S, the Compaay eomplctcd an oft'crin8 ot 190,000 Uniu ccwisting of $190,000,000 
principal amount of ill 200S Nota Uld die 200S Wanu11 to purchuc 2.,432.,000 shares of the Company's 
common stock at a price or S7.1S per •bare. Tbc 200S NOfCI willaccretc at a rate or I 3!1 compounded semi
annually to an agn:ptc principal amount oC Sl90,000,000 by Nowembcr I, 2000. Thereafter, interest on the 
2005 Note-s will acct\le at the unual nue oC 13!1 aad will be payable in cash semi·annuaJiy. The Company 
received net proceeds of lppi'Oilimatcly $96,10S,OOO from die Ale of" the 199S Uaita. The value ascribed to the 
2005 WarranlS was $8,684,000. 

On March 21, 1996, the Compuy complercd aa oft'c:riq or $120.000,000 or 12 31_.111 Senior Discount 
Notes due 2006 (the "2006 Noca") rcsuldq ill oet pzocadl of aPPfOXimatcly $61,800,000. The 2006 Notes 
will accrete at a rate of 12 l/4,. compounded scmi-lltOually, to ID IIIR&ate principal amount of 
Sl20,000,000 by April t, 2001. Thereafter, intuat oo the 2006 Nota wiU aC(nle at the annual nue of 12 
314% and will be payable in cub scmi-uoually 011 Aprillaad October I, commeocina on October I, 2001. 
The 2006 Notes mature oo April I, 2006. 

On July 18, 1997, rhe Company completed tbe private placement of $220,000,000 of 13·314111 Senior 
Notes due 2007 (tbe "2007 Notes''), The Compaay recciYcd net proceeds of appr<Wmarely $209,000,000 
from the sale of the 2007 Notes, with approximately $70,000,000 plac::e in CSQ'Ow for the first five interest 
payments. The 2007 Notes will bear interest at a rate oC 13-3/4111 compounded semi-annually in arrears on 
January IS and July 15 commencing on January IS, 1998. The notes will mature on July IS, 2007. 

On June II, 1997, the Company notified the tniSCCC unclcr cac::h of the indentures aoveming the 2005 
Notes and the indenture governing tbc 2006 Noca (the "Exillina Jndcntura") rhat, as of June 10, 1997, it 
had approximately $13.0 millioo in the -arcple oC ordiJJary counc trade accounts payable that were more 
than 60 days overdue. As or June 30, 1997, lhc Company bad approllimately $17.4 million in tbc: aggregate: of 
ordinary course trade accountS payable that were more than 60 days overdue. These overdue amounts 
constituted Indebtedness of the Company, as that term is defined in each ot tbe Ex.ifting Indentures. The 
incurrence lJy the Company of such ladebledncu is not permiUcd under each of the Indentures and, therefore, 
constituted an Event or Default (a.s defined ill the Exiltina Indentures) under each Existina Indenture. The 
Company used a portion of the proceeds of the Unit Ofl'erina to pay in full all ordinary c:oursc trade accounts 
payable that were more than 60 days overdue to cure such Event ot Defauh. 

Management anticipates that the cuh resources aor.a.ilablc from tbac ofl'erinp will be sufficient to fund 
the Company's negative cash ftow and capital expenditures required tbrouah the fourth quarter 1998. The 
Company's expectations of required future cash flow and capital c11pcnditures an: based on the Company"s 
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current estimates and the cum:nt state and Federal reaul:atOf)' environment There an be no assuranc:c th:~t 
actual cash flows and capital cxpcadinares will not be sipifiandy hiaher or lower than 1hc: Company'~ 
estimates. In the future, additional fundin& will be ft41Uired tbrouah the nlc or additional cqui1y sccuritic~. 
increases in existina oracw credit facilitiu, ar throuah the u1c of additional dcbr securities, ccnain or which 
would require the c:ouaat or the Compuy's dcbtholdcn. Ia addition there can be no assurances that the 
Company will be able to meet itJ tU'IteP: objectives or tbatsuch funds, if available ar all, will be available on 
a timely basis or on terms that are ICCCp&lble to lhc Company. 

In addition, the Company in tbc put 1111 coosidcred and expeciS lo continue to consider potential 
acquisitions or other sUJtqic arruaemcn&l dlat may fit the Company's strategic plan. AJthough the Company 
has had discussions coac:erniDg such potcalial acquisit.ioas ar manaemeniS, co date, no agreements h:~vc been 
reached with regard 10 aay partiaalar traniiCiioo. Any such acquilitions or strategic arrangements that the 
Company rnirht consider arc likely to recpire Mditioaal equicy or debt financing, which the Company will 
seck to oblain as required. 

Effects of New Accouatla& Staadanb 

Durina early J997, the Finanaal Accouadaa Standards Board (FASB) issued SFAS No. 121S, 
Accouncina for EPS, which wiU become cfcctiwe ~mber 1.5, 1997, and will thereafter require the 
Company to disclose basic camiq1 (loa) per Jtwe ia Mditioa to the common stock equivalent disclos~o~rc 
infonnation alrady ~uired. Early adopriob of SFAS No. 128 i1 not pennitted. 

While the Company docs not bow prccbcly tbc impact oradoptin& SFAS No. 128, the Company doc~ 
not expect tbat tbe adoption or SFAS No. 128 wiiiiJave a material effect on tbe Company's consolidated 
financial statemcniS. 

lnrormatioa Rezardla1 Forward-Lookh• SC.teiDellta 

lnfonnation contained bcrcia c:aaraiu .. fornrd-loolciD&atatcmeniS" (as such tenn is defined in the 
Private Securities Litiptioa Reform Ace or 1995) wbicb c:aa be identified by the lMC of forward looking 
terminology such as ''bcficYes," "apects. .... may." ""wilL." "sbould." or '"IUiticipatcs" or the negative thereof or 
other variations thcreoa or c:omparablc tcrmia<doiY. or by diac:ussions of strategy. Cenain sl3tcmcnts 
C'>ntained in .. Management's Discussion and AIWylis of F"muaal Condition and Results of Operations" and 
other sections hereiD, includin& statematU COIICCI'Ding the c:oatinued development of the Company's 
businesses, the markeiS for the Cornpllly's semca and produciS, the Company's anticipated capit:1l 
expenditures and regulatory reform, aacl other ttatcmcnts cootained herein regardins maetcrs that arc not 
historical faciS, are forward-lookinJ statcmeab. No auurance can be &iven that the future results covered by 
the forward-looking statemeniS will be ac:hieYCd. The matteD set fonh in Exhibil 99.1 to the Company's 
Annual Rcpon on Form 10-KSB for the fiscal period ended December 31, 1996 constitute cautionat) 
statements identifying imponant faczcn wilh respect to such forward-looking statements, including risk.s :.wJ 

uncenainties, that could cause actual raulu to vary materially from the future results indicated, expressed or 
implied, in such forward-lookins statemcaiS. OtiJcr facton could also ausc actual results to vary matcriaJI~· 
from the future results indicated in such forward-looting statements. 

ITEM l - L411l Pr«~'di11gs 

PARTU 

OTHER INFORMATION 

ACSrs former Chief Fin:mci:~l Officer, Harry J. D'Andrea, has initi:ued litigation against the: CompJn\ 
in the Circuit Coun of Maryland for Anne Arundel Councy. The lawsuil :sllegcs four different counts: bn:.1..:h 
or contract; breach or I he covenant o( aood faith and (uir dcalina; negligent misrepresentation; and spcc:tli..: 
performance. Mr. D'Andrea seeks cbm:~aes in eacess of S.S.OOO,OOO, and the right to exerci,c options to 
purchase 100.000 shares or ACSI common stock :u S4.2S per share. The: Company received a copy of the 
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Complaint on April B. 1997. The Compuy believes it bu meritorious defenses to this complai": and intends 
to defend this lawsuit viaorously. 

Additionally, tbe Company and ils subsidiaries an: cum:ntly panics to routine litigation incidental to thc:u 
business, none of which, individually or in the IIJRplc, arc expected to have :a material adYcrsc effect on the: 
Company. The Company and its 1ubsidiarics arc parties to vario11s court appeals and regulatory arbitration 
proceedings rclatins ro certain of tbe Compaa)"s interconnec,ion aarec:ments and continue to panicipatc: in 
regulatory proceedings before the FCC and state reaulatOI)' aaencics concernina the authorization of services 
and the adoption of new reaulalions. 

ITEM 2 - C4 .. ,es i• S«~~ritln 

On April 15, 1997, the Company completed a public olferin& of lb Common Stock. Upon completion o( 

such offering. 461,254 shares of Prcfcmd Stock then oulltandina were «<I'IVcncd into 17,260,864 shares of 
Common Stock and once •cain bccunc 1uthorizcd but unissued sbaces or Prefem:d Stock. The Company's 
Cenificate of Incorpor~don wu restated to rcftcct the conversion of such Preferred Srock and the elimination 
of voting, dividend, liquidation aad otbcr rights of such Preferred Stock. Cum:ntly, the only class of voting 
stock outstanding is the Common SIOCk. 

ApproltimateJy S7.S million of KCI"UCd diwideDds on 434,481 or the 461,254 shares of Preferred Stock 
convened in connection with the public olrcriaa wen: paid April 15, 1997, tbrouab the issuance: by the 
Company of 1,601,474 sham of Common StDck to the hoJdcn of such Preferred Stoclc punuant to the 
exemption from the registration n:qairemcnts ol Section 5 of the Securities Act of 1933 set fonh in 
Section 4(2) of sucb Act. 

Effective March 6, 1997, the Compuy ud MClmetro entered into an asrecment in which MCJ named 
ACSJ as its prefcmd local pnmdcr for dedicated ud transport scmccs in 21 ACSI markets for at least a five: 
year period. Pursuaat to this prcfcm:d proWler .,reemeat. MCJ will migrate current dedicated transport 
circuits in these markclS to ACSI ud ACSI will be listed as the fint choice provider in MCI's provisioning 
system for aU new dedicated ICCCII ciraaitl iD die daipatcd markets and oa June 19, 1997, executed an 
agreement givins MCI the option to parcJwc loop uuapon services from ACSI •bere ACSI bas collocations 
witb the 1LEC aad MCJ bas deployed its owa lacaJ JWitcb. The panics also bave agreed to use their bc$1 

efforts to execute aa asrecment pUI'IUullO wldch MCI will resc:U local switched scmces in at least 10 or the 
21 identified nwkets on a wholcale basis. Ia CIOflDeCtion with these agreements (coUcctively, the "MCI 
Transaction"), ACSI issued MCI wanaots to purcbuc up to 620,000 shares of ACSJ's Common Stock at 
$9.86 per share, subject to number aad price adjutmeDt in ccnain circumstances. ACSI bas also agreed to 
issue warrants to pun:hase up to u lllfCPIC ol approximately 1.7 million addilionaJ shares or ACSI's 
Common Stock at fair market value oalhc date ol sraat in trucbc:s every six months after execution or the: 
preferred provider agreement, subject to, ud based upon. cenain increases in revenues to ACSI generated 
under that agreement. Of tbe 620,000 warraats issued to MCI on Mareh 6, 1997, 360,000 warrants have 
vested and the remaining 260,000 warrants wiD vest only upon execution or the switched services resale 
agreement. MCI bas certain rcgistratioa rights with respect to any shares of Common Stock issued to MCI in 
connection with the MCI Transactioo. 

On July 10, 1997, the Compuy consummated tbe private offering p11rsuant to Rule 144A under the: 
Securities Act of 1933, as amended, (lhe .. Sccurilies Act") of7S,OOO units, (the "Unit Offering"), consisting 
of its 14¥.% Redeemable Preferred Srock due 2001and wamnts to pun:hasc shares of common stock. The: 
Unics were resold by the initiaJ purchucrs to certain "qualified institutional buyen" (as such term is defined 
under Rule 144A) and to 1 limited aumber o( institutional "accredited invc.stors" (as defined in Rule 
501 (a}( I ).(2),(3) or (7} of Regulation D under the Securities Act). The Company received net proceeds or 
approximately $67 million from the sale or tbcsc uniiJ. Eacb unit includes a warrant to purchu: 80.318 shares 
or ACSI common stock subject to 111 iDCreaSC of22.64S additional shares or common stock in the event th:at 
the Company fails to raise net proceeds ol at lc:asl S50 million rhrouah the issuance and sale or its qualified 
capital stock on or before December 31, 1998. Dividends on the Redeemable Preferred Stock will accrue rrom 
the date or issuance, are cumulative and will be payable in arrean on Man:h 31, J~.ane JO, September 30 and 
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December 31, commcncin& September 30, 1997. Dividends may be paid, at the Company's option, on any 
dividend payment date either in cash or by the is.suucc ol additi0n.1f shares of preferred stock. provided 
however, that after June JO, 2002. to the utat and for so lon& as the Company is not precluded from paying 
cOLSh dividends Oft tbe Redeemable Preferred Stock by tbe tcnns of any then oulsrandina indeb1edness or any 
other aarecmenl or iutnamentto wbicb the Company ilsubjcct. rhe Company shall pay rhc dividends in c;nh. 
The company is required to redeem all the Rcdccmablc Preferred Stock oulslandina on June 30, 2008 at a 
redcmplion price equal 10 100.()011, ol the liquidalion prcfc~nce lhe~. plus. without duplication, acc111ed 
and unpaid dividends 10 the date ol redemption. 

ITEM .C - SdrwiuiH of Mallm Ill a 'Yt* of Sftflri11 Holbn 

On June 2S, 1997, tbe Compaay bcld ill annual mcctinaro consider four pruposals. 

The first proposal was 10 elect tbc IC¥Cil DOminccs set forth in the Proxy Slatcmcnr. Pursu01nt to the 
Second Rcstared Certificate ollnccxpcxatioa, lbe Board is currenlly comprised of seven members, all of whom 
shall be elected by rile boldc11 oltbe Compuy'• Commoa Stoc:k.. 

The nominees fordirccto11bip by boldcfl ol tbe Commoa Stock were: Al:lthony 1. Pompliano, Ed111in M. 
Banks, Peter C. Benu, Bcnjamiu P. Gicss, GCOIJC M. Middlemas, Christopher L. Rafferty and Olivier L 
Trouvcroy. The~ we~ 30,840,S93 ¥Otel CUI for, IS,l62 Abltcnuona for Al:lthony J. Pompliano; there were 
30,841,793 votes cast Far, 13,962 Ablrcnliou ror Edwia M. Banks; 30,841,993 voles C3St For, 13,762 
Abstentions for Peter C. Beatz; 30,841,993 totes CUI for, 13,762 Abstentions for Benjamin P. Giess; 
30,841,993 votes cast For and 13,762 Abstcatiou for GCOIJC M. Middlcmas; 30,1S41,993 votes c3SI For, 
13,762 Abstentions for Cbristopber L. R.all'crty and 30,841,993 voles cast For, and 13,762 Abstentions f•x 
Olivier L. Trouveroy. 

The sec:ond proposaJ was to 1pprovc u amendment to the Company's 1994 Stock Option Plan, as 
amended, to increase the uumber ol sbala ol c:orDJnODitock reserved for issuance upon exercise: or option 
grants from 3,000,000 to S,OOO,OOO. The~ WR 21,9SI,40l voleS cast For, 4,942.409 vores cast Against and 
l2,S56 Abstcntiaas for Propoul No. 2. 

The tbird proposal wu u amendment ro the S10clc Optiou Plan to permit the: transfer by Outside 
DircctoB of optioas puted to them uDder die Stock Optioa Plan. The~ ~~ 27,736,863 voces cast For. 
l,SS0,648 votes cast Agaiusc IDd 17,SSO AbsteJUion~ for Proposal No. 3. 

The: founh proposal wu to ratify the selcct.i011 of KPMG Peat Marwick LLP to audit the consolidated 
financial statements of the Company lor the fiscal year cndiftg December 31, 1997. There were 30,838,1 !~ 
votes cast For, 14,836 votes cast Apilllt ud 2.800 Abstentions for Proposal No. 4. 

ITEM 6 - Exllibits turd Reports 0• Ft~rrtt 8-K 

(a) Exhibits (num~rtd inllCCOTdiJnct witll lltm 601 of R~lotion S·B) 

Eahibil 
Nu1111Mr Dftcri"ioll 

3.1 -Second Restated Ccnifigte of Incorporation of the Comp;any 

3.2 - Cenillcate or Designations of the Company's 14.75% Redeemable Preferred Stock due :mos 

3.3 - Cc:nillcate of Amendment of the: Ccrriticatc of Dcsignlllions of the Company's I-'· 7 ~% 
Redeemable Preferred Stock due 2008 

3.-' -Amended and Rescaled By·Laws of the Company 

4.1 -Supplemental lndcncurc dated as of July 7, 1997, becwccn lhc Comp:1ny :~nd Th~ Chase 
Manh:trtan Bank, as trustee, to the Indenture cbtcd November 14, 1995, as amended. rcl.lllng l•l 
the Company's 13'11 Senior Discount Notes due 200~ 
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• • 
4.2 -Supplemental lndcntu~ dated as of July 7, 1997, between rhe Company and The Ch.lsc 

Manhauan Bank, as trustee, to the Jndcn1u~ dated March 26, 199S, as amended, relating to the 
Company's 12. 1St, Senior Discount Notes due 2006 

4.J -Specimen Cenificate of rhe Company's 14.7-'" Redeemable Preferred Stock due 2008 

4.4 - Warrant AJMment dated u of July 10, 1997, belwccn the Ccmpany and The Ch:ue Manhatt:~n 
Bank. as wamnt a&ent 

4.S - Fonn o( Warrant 

4.6 - lndentu~ dated as of July 23, 1997, between tbe Company and The Chase Manhauan Bank. ;c; 

tl\lstec, ~latin11o the Company's JJ.75t, Senior Disc.mlnt Notes due 2007 

4.7 -Escrow and Ditbuncment Aarummt dated u ol July 23, 1997, the Company, The Bank of 
New York. as c:scrow apnc. and The Chase Muhauan Bank. u trustee, relaLina to the 
Company's ll.7St, Scaior DiiCOUnt Nora due 2007 

10.1 - Reaistl'lltion R.iahts Apecrncat dated u ol July 10. 1997, •mona the Company, BT Securities 
Corporation, Ala. Browa A Sons J.acorporaled. nc Huft' Alternative Income Fund, L.P., 
General Moton Domestic Group PensiOD Trvar. Societe Gcneralc Securities Corporation, lNG 
Barins (U.S.) Sceuriria. IDe. and Mc:Denbott lac. Muter TNst 

10.2 -Registration R.iah11 Alfecmcat dated u ol July 23, 1997, amona the Company and BT 
Securilies Corporation as repmentalivcs oltbc: lailial Purc:hasc:n names therein 

II. 1 - Computalioa ol Primary Net Income Pu Sbarc 

11.2 - Computatioa or FuUy Diluted Net J.acome Per Share 

27 D - Financial Data Schedule 

(b) On July 29, 1997, the Company filed with the SEC a Current Rcpon on Form 8-K dated 
July 29, J997, to ~pori the commencement and complctioa of its private ofrcrins of units and cert.:un 
other matters and tbc c:ommcnccman and completion ol its private ofrcrina of 13 3/4% Senior Notes du~ 
2007. 
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• • 
SIGNATIJRES 

In accordance with the requiremenll of the Securities Exchange Act of 1934, the registrant caused this 
report to be sianed on ill behalf by the unclcllilncd. thereuato duly authorized. 

Auaust 14, 1997 

August 14, 1997 
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1•1 DAVID L. PIAZZA 
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