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December 31, 1997 

VIA HAND DELIVERY 

Blanca S. Bayo, Director 
Division o! Records and Reporting 
Florida Public Service ~ommission 
2540 Shumard Oak Blvd. 
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Re: ALEC ApplicatiC"n for Knology o1 i•andula ci t.y 1 Inc. 

Dear Ma. Bayo: 

Please find enclosed the original and five cop1es o! the A~EC 
application which we are filing on bchal r o! Knology of Panama 
City, Inc. Additionally, we have enclosed a c heck in the amount ~! 
$250.00 for the filinq !ee. You will note that the enclosaci 
packaqe includes consolidated financial statements as of December 
31, 1994, 1995, and 1996 for CybcrNct Holding 1 Inc. and 
Subsidiaries (Successor Colftpany) and Mont•Jomery Cab1ovision c. 
.Entertainment, Inc. (Predecessor Company). As of June 1, 19~7 
CyberNet Holdinq, Ine. chanqed its name to Knology Holdinq, Inc. 
Knoloqy of Panama City, Inc. is a wholly owned subsidiary of 
Knology Holding, Inc. 

If you have any questions, please do no t hesitate L0 contact 
my office. Thank you for your attention t o thi~ matter. 

Very truly yours, 

c\ ( I 

;,._ --
Barbara IJ. l\uqcr 

Enclosure-&: Application w/fivc copies and filing fcc ~heck 

cc: Felix Boccucci wfout enclosures 

r.o-r.· •.· ,,. , .. r· ·.r f 
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Blanca s. Bayo, Director 
Di'Vision ot Re.::orda and Reporting 
Ploricla Public Service Co!Llission 
2540 Shumard Oak Blvd. 
Tallahasaee, Florida 32399-0870 

Re: ALEC Application tor Knology of Panama City, Inc. 

Dear Ms. Bayo: 

Please tind enclo&ed the orlglndl and rive copies or the ALEC 
application which we are tiling on behalf of Knology of Panama 
City, Inc. Additionally, we have enclosed a check in the amount of 
$250.00 tor the t.'ilinq tee. You w1ll note that the enclosed 
pac'k.bge ~incluoes consolida ted f inane us l st.dlements as o! December 
31, 1994~ 1995, and 1996 for CyberNet Holdin~. Inc. and 
subsidiaries (Successor company) and Montgomery Cablevision & 
t-n'tertainment, Inc. {Predecessor Co1upany} . As of June 1, 1997 
cyt~erNet. Holdlnq, Inc. chanqed its name to Knol.ogy Uoldinq , lnc. 
Knnlnnv ot P<'lnllllla Citv. 1nc. is "' ... holly owned subsidi<lry of 

KNOLOGY HOLDINGS, INC. f ual Nahonat 8ank 
•"•f ··t· . 'J ........ ,\. 0002867 
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APPLICATION FORM 

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

( x) Original authority {new company) 

( ) Approval of transfer (to another certificated ~mpany) 
Example. a certificated company purchases an existing 
company and desires to retain the original certificate 
authority. 

( ) Approval of assignment of ex1sting certificate 
(to a noncertificated company} 

Examole, a non-certificated ~mpany purchases an existing 
company and desires to retain the certificate of authority 
rl'ther than apply for a new certificate. 

( ) Approval for transfer of control {to another certificated company) 
Example, a com par. 1 purchases 51 °AI of a certificated 
company. The Commission must approve the neNt controlling 
entity. 

2. Name of applicant: 

Knology of Pana.a City, 1 nc. 

3. Name under which the applicant will do business (d/b/a}: 

Knolog¥ 

4. If applicable, please provide proof of fictitious name (d/b/a) regisuation. 

Fictttioue name registration number: No t A~'" 1 kcs..., 1 e 

FORII ~I 111M) 
Rlquftd .. ~ M4.»7 ~ ... 2 r;- ' . 

·, : ~J' J O I ~ "J [:[L 3 ~; 
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APPLICATION FORM 

8. State whether any of the officers. directors. or any of the ten largest stockholders 
have prevk»ualy been adjudged bankrupt. mentally ina)mpetent, or found guilt)' 
of any felony or of any crime. or whether such actions may result from pending 
proceedings. If so, please explain. 

KQne ot tbc officers. dircrtars, or tea t~c9eFt stockbelders 

baye preyiou&ly been adjn~r;c(l hankrJ';>tcd, mpptaUy iDcoapetent 

or foupd guilt,y Of a fCl QD)' or or an¥ crf me 

currently no actions from ~hich these situations coul~ occur. 

9. If incorporated, please provide proof from the Florida Seaetary of State that the 
applicant has authority to operate in Florida. 

Corporate charter number:_..:::s~B..:::0~2.:::0..:::6 _____ _ 

10. P\eale provide the name. title , addr£ ... s. telephone number, Internet address. 3nd 
fac::simile number for the person serving as ongoing liaison with the Commission. 
and if different, the liaison responsib'e for this application. 

Bruce Schoonover, Jr . - picec toc of Business Development 

503 Nest 8th Street, W~~t Point, G~orsia ~1A3J 

Telephone: 706-6d~-]q~6 P~r.~imil~ 706- 645-3221 

EMail Address: bsc!loono'''ltnC>IoCJy.cnm 

11. Please Ust other states in which the applicant is currently providing or has applied 
to provide local exchange or alternative local exchange service. 

Georqia an~ Ala~ama 

R)RII PICoQAU I tHIN) 
~d-d .. 0..., W.Jl7 F.a. 4 
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APPLICATION FORM 

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

( x) Original authority (new company) 

( ) Approval of transfer (to another certificated company) 
Examgls, a certificated company purchases an existing 
company and desires to retain the original certifi~.ate 

authority. 

( ) Approval of assignment of existing certificate 
(to a noncertificated company) 

Examole, a non-certificated company purchasos an existing 
company and desjres to retain the certificate of authority 
rat~er than apply for a new certificate. 

( } Approval for transfer of control (to another certificated company) 
Exam ole. a compan; purchases 51% of a certificated 
company. The Commission must approve the new controlling 
entity. 

2. Name of applicant: 

knologr of Pana•a Cit~, J nr·. 

3. Name under which the applicant will do business (d/b/a): 

Knotoq• 

4. If applicable, please provide proof of fictitious name (d/b/a) r6gislration. 

Fictitious name registration number: JiLI.l..._A.c; r 1 ira.., 1 e 

FOQI ~ • (tfltl) 
....,.'" llr O.jlllet ,..,,,, , ... 2 {' . • 'r· 
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5. A 

APPLICATION FORM 

National mailing address including street name. number. post cffice box, 
city, stata, zip COde, and phone number. 

P.O. Box 510 

Weat Point, CPocgi~ 31833 

706-645-3966 

B. Florida m8lling address including street name. number, post office 
box, city. state. zip code. and phone number. 

Panaaa City Rt>ach. t'lor- rl i<1 ·17407 ----------------------------
850-23S-JJJ3 

6. Structure of organization: .J Check appr~priate box(s) 

( ) Individual 
( ) Foreign Corporation 
( ) General Partnership 
( ) Joint Venture 

p< ) Corporation 
( } Fore1gn Pannership 
( ) limited Partnership 
( ) Other. Please explain _ _ ------

7. If appticant is an individual, partnership, or joint venture. please give name. 
title and address of e•ch legal entity. 

Not Applicat,te; Ap~Iicc!Ot' • . !l.ICI!Cturn ifi, corrpc.•-ti.on 

~ 'IQCINI (11111) 
,....._ 11r a..-, a ... n., , ... 3 

... 
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APPLICATION FORM 

8. State whether any ot the ofticerl, directors. or any of the ten largest stoCkholders 
have previously been adjudged bankrupt, mentally incompetent. or found guilty 
of any felony or of any crfme, or whether such actions may result from pending 
proceedings. If ao. please explain. 

or fouosJ gllJ lty o( a fel QPJ or .of an~ c.r;: i me A llio Uuu;e •n" 

c:urrently no actions f1r011. "hict'l tt'l(•s.? Hi tuat ion~> could occur. 

9. If lncorJ)orated, please provide proof from the Florida Secretary ot State that the 
applicant has authority to operate in Florida. 

Corporate charter number:_..-;;s.;:.s.=.o;;..:?O;::..f::..:...• ------

10. Pleas& provide the name. title, address, telephone number. Internet address. and 
fac:UnUe number for the peraon serving as ongo.ng liaison with the Commission, 
and if different. the liaison responsible for this application. 

Br-uce Schoonover 1 llc.- Dlu:t:tSJC of Hy;.d n••H:.. llPvC'J opm•·nt 

503 West 8th Street., West. Point, Gpon:i,s :?1833 

EMail Address: bsc!1oono@ltnQ)of!¥·com 

11. Please l.st other states in which the applicant is currently providing or has applied 
to provide local exchange or alternative local exchange service. 

lii04W P1CCMU I (11111) 
.......... ., ~ Moe.slf , ... 



APPLICATION FORM 

12. Has the appJJcant been denied certification in any other etate? If eo. pleaee list 
the state and reason for deniaf. 

NO 

13. Have penaft*l been imposed against the applicant in any other state? If so. 
pJeaM lilt the •tate and reason for penalty. 

Ho 

14. Please i1dicate how a customer can file a service complain~ with your company. 

. 4 . 

1. in person, at the addrr~s tiNLrd in r~spons~ to it~m ~H on 

this application '1. 'HI t.h t.t '''FtWfu> •• t. Uw J:honc number list~-i 

in response to it.Pm SA on lhit> .q:pli<'•Jtion ~. or, in 111rit.in~ dt 

t.~e address liatr.d in r,..spon:a• to it.f•ft\ '">P on Vds .tr.pllc.ation 

15. Please complete and file a price Jist in accordance with Commission Rule 25-
24.825.(Rule attaChed) s~e ~tt,,chiJI''nL on'' 

16. Please provide all available documentation demonstrating that the capplicant has 
the foUowfng capabilities to provide alternative local exchange service in Florida. 

A. Financial capability. 

Regarding the showing of financial capability. the following applies: 

The application should ~Qntain the applicant's financial statements 
for the most recent 3 yeara, including: 

li'OMI ~I (HIM) 

.... IMt t.r ~--.:t~1 '·'· 5 



APPLICATION FORM 

1. the balance sheet 

2. income statement 

3. statement of retained earnings. 

Further, a written explanation, which can include supporting documentation. 
regarding the following should be provided to show financial capability. 

1. P1ease provide documentation that the applicant has sufficient 
financlaf capability to provide the requested service in the 
geographic area proposed to be served. 

2. Please provide documentation that the applicant has sufficient 
financial capability to maintain the requested service. 

3. Please provide documentation that the applicant has sufficient 
financial capability to meet its lease or ownership obligations. 

NOTE; This documentation mc~v include, but if not limited to. 
flnancial statements. a orQjected profit and loss statement cre<jjt 
referenceo. credit bureau reports. and descriPtions of business 
relafionlhjps with financial institutions. 

If available, the financial statements should be audited financial 
stat.ements. 

If the applicant doee not have audited financial statements, it shall be so stated. 
The unaudited financial statements should then be signed by the applicant's c11ief 
executive ofl'icer and chief financial officer. The signatures should attest that the financiil 
statements are true and correct. 

&. Managerial capability. 

C. Technical capability. 

(If you will be providing local intra-exchange switched telecommunications service, 
then stale how you will provide access to 911 emerpency service. If the nature of the 
emergency 911 aeMc8 access and funding mechanism is not equivalent to that provided 
by the local exchange companies in the areas to be served. described in ~etail the 
difference.) 

I'ORII NCICMU I Cf11Hl 
......... br a.,..,SI4.l.J7, ... 6 



APPLICATION FORM 

AFFIDAVIT 

By my signature below, l, the undersigned officer, attest to the accuracy of the 
informaUon contained in this application and attached documents and thot the applicant 
has the technical expertise. managerial ability, and financia\ capability to provide 
a1temative local axchange senrioe in the State of Florida. t have read the foregoing and 
declare that to the best of my knowledge and belief. the information is true and correct. 
I auaat that I have the authority to sign on behalf of my company and agree to comply. 
now and in the future, with all appticable Commission rules and orders. 

Further, i am aware that pursuant to Chapter 837.06, Florida Statutes, 
"Whoever knowingly makes a false statement in writing with the Intent to 
mlalead a public aervant In the perfonnance of hla official duty ahall be 
guilty of a mlademeanor of the second degree. punishable as provided in a. 
778.082 and •· 775.083 ... 

Offi~al: ~~~!&J ••e- '~hh 1 
S1 atur Date 

TrtJe: Vice Pre6idtmt-Bu5ino-.:-: 
Dev,-.1 opn-rnt 

Address: 1239 O.G. S~inn~r Orivr 

fONI P1C1C11U 8 (11M> 
~ 0, CMtiW MUn ft.a. 

7 

Telephone Number 

.. 
• 
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25·24.825 Price Llat. 

(1) Prior to providing service, each company subject to these rules shall file 
and maintain with the Commission a current price list which clearly sets forth the 
following infonnation for basic local telecommunications services. as defined in s. 
364.02(2). F. S. If basic local telecommunications service is offered on a package basis, 
the following infonnation must be provided for the package: 

(a) current prices, 
(b) customer connection charges. 
(c) billing and payment arrangements, and 
(d) levels of service quality which the company holds itself out to provide for 

each servk:e. 
(2) IU. the compan(a option, price Jist information in paragraph (1) above and 

other information concerning the terms and conditions of service may be fifed for 
services other than basic local telecommunication services. 

(3) A price liat revision must be physically received by the Commission's 
Division of Communications at least one day prior to its effective date. 

(4) Price Jlata must be on 8 % by 11 inch paper in loose-leaf form and must 
utilize an ongoing page iclentification system which will allow for the identification of 
inserted and removed pages. The color of paper on which price lists are filed must be 
amenable to being clearly photocopied on standard photocopy equipment. 

{5) Complete information concerning a company's service offerings. rates and 
charges. conditions of service, service quality, terms Jnd conditions. service area, and 
subscrJberahip information iclantified by local exchange company exchange must be 
made available to Commission staff upon request. 
Specific Authority: 350.127(2) 
Law lmplarn.ntad: 364.04. 364.337(5). F.S. 
Hfatory: New 12128195. 

8 



,/'' 
j 

/ Attachment to ALE<· Application 
For KNOLO(; Y of Panama ('itJ. Int.·. 

Managerial CapabiJJty 

WiiJi&m E. Morrow ha~ llcco Prl•,ukn!. ( 'l11cl I· \n "'" c Olllt ~·r and I >m·l·lur uJ 1 he 
Company since Fchruary I•N7. Po•u !:• tnllllllf till· < ·uiiiJ"'n~. 11om Augu~l 14.J96 to 
February 1997. Mr. Morrow ~crvcd .,, Scr11nr V1l·~.· Pr\·,rdcnt :tnd (icncr<:~l Ma11:~gcr nf 
Network Alliances for UtiliCom Nl~tworJ..., 1'11111 In th.11 llllll'. Mr. ~1orrow ~cr\cJ in 
various capacities at Central and South Wl''' c ·uq• 11n111 :\1;ttdl 19~~ hl Auf!tl\t 1996. 
including Marketing. Area Managl·m~.·nr. ( ion'IIIIH~.·ut.ll/ f<.t'J!lllatory Lubhyi,t. Vcrllurc'/ 
Busines~ Development and founder and :\tmiiJ.'II•:! l>ru:dor of CSW ( 'ommullll'iltlon' 

("CSW") from Decemher 1993 to Au~u't I 'J'Jh \~ luk .11 < ·sw Communu:allon,. Mr. 
Morrow over!law the company's cncr~y lll<lll<t~l'lll~·nt 'l'l\ 1n·, "vcr a 7~0 Milt two·w;,y 
broadhand network. the con~tructinn. m.uukn;mu·. ••iwl.'""" .llld 111.11 l,.c:l Ill!! ot Jon~:!· haul 
fiber C'-ljlacity. and the dt"~it~-n. ct>n~ll ud 11111. opcr.1f 11111 .llld lll.ul,.clln .'! of cmnpctitivc: 
access services. 

Jam~s K. McCormU:i. joined KN0£.0(; Y I It ddsr1;.:'. htl· ·'' ct.u:l hn.m~..·r.•l Oll11.W 

and Secretary in September 1997. Prtor "' tomtnr ·b.: ( · .. uqwt~. ltum :",,,,cmhcr 1'192 111 

September f997. Mr. McCormick wa, Tlc.l,tllt'l .111t! ('otpur.lft' C'untmllcr of l'nitcd 
Dairy fanners, Inc. ("UDf"). a rclaill·r/ manul." 11111.'1 ''l'''tallll~ Ill 'l'\'Cil Midw~·'tl'rn 
srates. While at UDF. Mr. McCormi<"l- tu •• n.t)!nl lhl· ('IIIPI"' llll'lll pr;tdtl'c'. 111\clllory 

management. ca-.h managemenr. l'apllill ;t1 h K .111"'' ·'" ~>lllllliiJ! aud Jm;ITln.tl rcportmg 
functions. Mr. McConnick abo ~crwd "' l>u~.·ll••l nt hn.mn· at ,\mcru.:an Sil!n and 
Marketing Service!., Inc. from June )lJiil unttl ~~~,~.·mh~.·r f')IJ2 Pnor to th;tt time. Mr. 
McConnkk servt>d in various capas:Ha·, ;1t t\lhk 1 ,,·n \\' "dd\\ Hk hom F•·hruary JIJH•> 
until January 1991. hc served"·" con,ulllnl! m;m.• .,., 111 111.· "i11.1lq'h Sl·r \ ll'l'' Dlvt,l(lll ol 
Andersen Consulting\ Mclhuurnc. Au,lrall.l ulltn· .11111 l1n11• <ktohcr 19X..J to J.muary 
1989. he M!rved as Senior Auditor. Emcrg1n~; Bu,mc" l>n ,,1nn ;11 Arthur t\ndcN!n LLP 

MIUCUS R. l.ult.e, Ph.(). h<H served "' Chrd kdHtolor~ Oll1~.·~.·r ol tlw Comp;my 
since August 1997. Prior lhcrctu. he ~crwd ~'' V1u· l'rc,hknl ol ~l·two•"- Con,tn,~.·tlon ol 
the CoiT'pany. since November Jt)lj~. ;uHI l>1rci."I••J ••I hl~llll'cnn~ of Cyl'lcrnct Holdmg. 
L.L.C.. from May I 995 until Novcmhl'r I 91)) Pr 1111 I• • 1••1111 n g 1 he Com pan~. Dr Luke 
served as Southea.'il Division Construe lion Man.l~l'l lo ., l< 'I lrnlll July l ()(} ·' In ~1ay r·N~ 

From ).Jiy 1987 to June 1993. he scrvc:tl a' '''l'il l"··du11\·,d .\1.ut.l~!l'l leu TCI\ "'lllhl'"'' 
area, which incluJed Monl~omcry. l>1 l.ul..l· ,,,,d,~·d f••1 Slt~H'r ( ·.,lllllHIIlh.';llton' hll· 
from 19~~ to 1987 us Vice PrcsiJcnl ol bt~uw~·r·n~ l'no1 "' l'IX:'. h~· '11Cill 11 year~ in 
various engir.cering nnd managcmcnl pu'ltlon' \\ 111· Slnll'l ( ·.,llliiHIIIIl';tlHHI' lm: 

Ftllx 1- Boct'UCCi, Jr. ha:-. 'crvnl <I' th~.· \·,\\. l'll.''hknt "I B~t,llll'" lk\"clupmcm ol 
the Company since August 1997 anJ 'cn·cd ;1, Clul'l hn.mual Ollll·cr. Trt:;t,urcr .:mll 
Secretary of the Company from Nnvcmllcr I<J'I) throul!h :\IIJ.!lhl 11J1J7. Fn••n <ktollcr 



.. 

1994 until Deccmhc-r 1 '•'l"i. tl.h II•••' u,, 1 ~,·1 \ nl .1~ \'1~· \· l'll''l'kn1 hnanL·e Bro<~dhand nl 
ITC llnl,lin~. Pnor tu ~uch tun~. Mr. Bou ~~~ l I \\Ill ~ n I '"' ( i n ·. ( . Ill pur al ion t " ( iT I: .. , . a 
11.'/c~olllmunications 1-:0mpany. WJU\.'Jl llll'l~l·d \\llh ( 'tollll'l ( 'orp.,lallOrl ('Colllt,;l"'l oil 

March 1991. From May 1993 ttl { ktt ,h~.·, l'l'l-1. Ill· ,l'l "'" ·'' .1 s~.·nun Ful<IJJ'-' 1al Analy'>t 
for GTE. From 1991 to 1993. Mr u,~~,·,·ucn 'l'l\l'd "' hn.,nn,,J l>u .. ·ctt•r !or <ilt:·, 
Central Area Telephone Opcratwrh l:l t llll I1JX7 rn I'N1 . he\\,,, IlK· l'tll\ttolkr 111 ch<tr~~.· 

of Contcl's EW~tem Region Tckphun~.· < lpl·'·'''"''' , "'"Jl''''IIJ.' I I ~.· n•n!Mnlc' 111 1 ~ ch l' 
states. 

BTd T. McCa"ts has been V Icc Prl'\ltknt ol ( ·.,n,l r ul'llllll .tlhl ~1.tllllt'll;IIKL' Scn·•~.· c-. 

!.incc May 1997. Prior to joining the ConiJ>-111\ \l1 \h ( ·.lllh "l'l'\l'd .1, l>m:clnr ol 

Operation~ for CSW from Junuary t•Jt).l to :\p11l I'J•O ho111 J.mu.u y l•N.! to Jauuar~ 

1994, he served a.~ Corporate C'ommcrnal ;\f.ul..,·ltn_L' \1."•·· ~···1 .al < 'cnllal l'tlwcr· & Lrl;!ht. 

Taylor E. Nlpp1r joined thl! C'ompan~ ,,, l>m·dnr '" ~1.u~,·rut~ 111 <klutx·r )9115. ;md 
w~ Vice President of Opcroctions from Ol'tnl"-'' I ''''<• tlu ou~h :\pr1l I 1N7 •mtl ha' hccn 
Vice President of Marlieting since Ma} I 'J'J7 \1r :\tpp~.·, h.,, hdd .• , .utl'l' ol mM"-l'lllll! 

position!~ in the cable television indu,lr y ''n\.·\· I'IX I h"tll • 1, '"hl·r 1'1'12 untd Jul) I'N~. 
he served a..; Corporate 'Marketing ;md Sak' \1.w:a~·t'l 1111 \ '"'"" < ·,,/11.- < 'nuuHUilll',lllflll' 

("Vision Cabk") and directly rn .. n;JI:!l'd lll.ul.,·llllf .111.1 ,,,1,., '"' '"'"'''l'll c1hk m<~r~l'l' 

serving over 500,000 customer!\ ;md Lilll'dt:d tlw c "'"I'·'''' ' I.HIII'h 111 l'rJilll"'l;u I >BS 
!\Crvke. From October 1990 until c k1t1h~:r I 'JII ~. :\ !1 '\ 11•1••·1 'l'l\ l·ol ·'' .\ t.m.,~~.· r ''t Pay 
Per View and New Busincs~ IA:vdormcnt '"' \ ''''"" I · .·· k ' I IO.I" 10 'ub'1. nhcr ,~ ''l'lll 
in Pi nella.,, Florida. Mr. Nipper abu wa' till· \ ' Ill' l'll'''"l'HI S.alt'' 1 "' !·11 '' .\nul hnn 
(';,blc Group. an independent cable mar~.xt rrl)! '"IIIJI.III\. t '""' .-\)'Ill 1•1s .Ci lo ( kwtx·r 
1990. 



AUachmen( to ALE<· :\pr)fkation 
For KNOJ.,()(;y of 1•anamu Cit)". lnr. 

Tec:hDltal Capability 

The Company's Interactive Broadh<utd 1\:t•t\\orl., .u,· lut·h, ·'P·" 11'. '''" "·'' lnh·t.tdl\t'. 

hyhrid fiher-coax.i.-1 octwmh with .1 7'\0 t\ 1111 "ru .• l ~oln •r•~~·.t 1 .... : It''' upj!l.tdt'' tu 
1.000 Mil/.). Ew:h network mc:lud~·, huh '11~·, '' 11h .1 rrumnnun ol lu111 lttl\·r p;m, 
running from each hub to nodes. C<lch ul wludt ,,.,q., .111 ,,, ,.,,,~'l' ul 'iOO homt•, Ttu' 
design incorporates redundant fihc:r' nllltllllJ.! tl\·1 '' ,·,·n huh, 1111 h''" 11.111un ;md ,c,·m 11 y 
purposes, fonning a SONET ring. By ~_·umJMII'~'II. lllthl tud11111tl,d \.lhk· tl'll'~'''"n 
systems arc 450 MHz to SSO M H 1 and do nut h •.. ·· '•.wul•• .1111 •··dun.l.llll ~ prutn·twn. 
The Company provides power roil' 'Y'h.:m hon1lht· huh ,,h., l'.u h .,f "l11d1 ",·qu•ppc:d 
with a generator and uninterruptihlc pt>W\'1 '"llh ,. 1 .. , · ~'" · , '" ,,1/ .. \\ ,,·n 1u· h t tWII•mu: 111 
ca.'ie of power outage. For euch ol the Hruadhand St•t' ,,,., t< 1 h,· ••I k 1 ,·,1. tlw ( ·ompany 
ha.<i added electronic equipment at \"ariou' huh '11~·, .• n.t, .ud, r rt '.111111" d~·~ tr•m•~· 
housings along 'he network. 

Local telephone service is offered U\'cr the Co111p.m) ·, lnll·~.,.m,· u, .... dh.uhl.\;l'l\\01~' 
in much the same way local phone ,·ompamt'' P'"' uk 'l'' ·. ",. , .. r,·,· tlw Hl'l'••rr)... 

struf..'[UI'e includes a retum path _,uil<~hk lor vmn· lt.ur,llll' '"" I" 1'1•'' 1,k h~t·.d 
telephone service. the Company provi<Jc, ,wrh:lun!! ,,.I' 1n·, .u~<lln'l.lll' ·• nl.'t\\ or~ 
interface box outside the customer's hnmc and may. •klll'rllllll~! till 1lw ,,,._.,,,r .. n ol 

relephone and cable boxc' or ''jack" io,idc th-.· hw nt· .. utd 111 'II k '' 11111 ~ ,,, \\ dl. Tlw 
Company can offer multiple line,., of tclcphunl' 'l'l"\ ru· .. , .. ,~ ''' lntl'l.rdiH' Brn;ulh;trHI 
Networks. The Company'!'> network\ Me mtn~•rnm·drd '' nh rh"''" .. 1 "'h~·• lot·;IJ phonc 
companies through a nine-state interc.:omwc:tum <~p._· .. ·n~.·m ''nit lkiiSouth 
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REPORT OF INDEPENOE!\IT PUHLIC ACCOUNTANTS 

To the Board of Directors and Stockho!Jt•r!> o( 

CyberNet Holding,. Inc.: 

Wr! have audited the accompanying wn~0lido1h•d b.ll.md' ,fwd" nl ( ·ynERNET flOlDING, 
INC. (a Delaware corporation) AND SUBSIDIAIUI:S (SU< .< ·t·~S( >I< < '( >MP ANYJ AND 
MONTGOMERY CABLEVISlON & ENTEHl'AlNMENT, I~C. (.m :\[,,i>.ul'·' n•rr••t.ltton) 
(PREDECESSOR COMPANY) as of o~~n.·m~·r 11, 14115 .md [llll~> .mJ tlw n·l.ltt•J t·onsoliJilh'J 
statements of operations, stockhoiJt•rs' (deficit) t'liUit~· .• md ,., .... h II•'"'' lor th,• \'(•,sr t•nJl•J 
December 31, 1994, the four months t•ndeJ ApnJ 10. 1445. tlw ,.,1~ht m~>ntlh •·nJt•d 
Dt.>cember 31, 1995 and the year endt•J Dl•(t·m~·r 1). l4<.!r,. I h •. ,,. lm.m1 i .• l.o;l,th•nwnts .IH' l}w 

responsibility of the Company's mana~~<.·m••nt. Our fi''PPil'>ll>lllt\ , .. tn••'>..prt•ss o1n OJ'mion on 
these financial statements bast'd on our aud1t' 

w~ COnJuct~J OUr audits in ac-rorddnn• With gl'll<'T,III\' oil! t•ptt•d olllliJim): .. t,mtJ,ItJ,. lhow 
stanJ,uds rc..•yuir~ that We.' pl.sn anJ pt'rf ortn th<" .aud 11 t<> 1 •I •t .1111 r.··''' •11.ahl.· .a .... llr•lllt'l' .thou t 
whether the financial statemf!ntsar~ (H.'t! of nMh'r~<ll nw.-.t.•'•'llh•1JI :\n .n1dJt tnduJ,·~ 
examining, on a test basis, evidence supporting tht• .mtt•unh .utd ~11-.. ln-.ur, ... m tlw lin;tnn.ll 
statements. An audit also induJc..•s asst•~stn~~ th•· •~~''·~·untan!: J'flllllplt·., u..,.d ,md ''t~m(),·.mt 
~stimates rnadt• hy managt'ffil'nt. as wl'll ,,., ~·v.du.alln 1 : tlu .. ,.,.,,d[llla.m• a.d .. t.ah•mt•nt 

presentatiOn. W~ believe that our .IUdlt!-. Jlftl\'IJI• ,1 Tt'ol'\>1\,ll•J.• f•,l'>l., l1>1 IIUT IIJ'IItllll\ 

In our opinion, the financial statenwnts rdt•rn•d to ,tbo\'1' pr''"''nl l.ml\·. II\ .sll nMh•ri.tl n·~pt'l.'t~. 
tht> financial position of Cybf"rNf!t Holding. [n( .md !->Ul> .. ldi.ITII'' , ... ll\ I ...... or lt •mp.ln~·) ctnd 
Montgomery Cablevision & Entt>rtainmt?nt, Inc (Pn·d··· ''"'"r ( omp.Ha\') ·" ol l>•·•·t·tnl"'•r :'\I. 
1995 and 1996 and the results of thl'ir Ofll'tatum' ''"'I lhi'Jr, ·''h I h >h., I• •r tlw ~'t•.tr ••nJl•d 
Decem~r 31, 1994, the four months t•ndeJ Apnl 10, 14U::i. tlw ••Jght Jru•nlh' ••nth·d 
Df!c('mber :\1, 1995 and th<.' year ended Dt'l't•ml\l•r 11. I 'ltlh 111 • • •nt. •rnHt\· wath g,•rwr.11ly 
acn•ptt>d dccounting prt.nci~lt!s. 

As discusscJ m Note 1 to tht? finand.ll stutPnwnh. dk' 11\T :\pnl 2H. 111115. <. ~·l>~.·r 1\:1'1 , j,,Jdmg. 
lnc. acquired a majority own~?rship intl•n•st in ~tPntgnrawry L'.sh£,•\·l,lon & Ent .. rt.unml'nt. Inc 
in a OUSiJ'l£>SS COffiOination aC'CountlJ h>r o.\S .I purdl.l"' :\... .1 r.·-.ult pf tht'- ,1\'t)UI~ition, till' 
financial information for thl' periud~ .litl'f t}w ell tjlll'olll<lll I' l'h '" •nkd till ,1 d lflt•rt·nt 1110,( 1-.1'>1' 
than for •~e periods before the acyuisition o1nJ. then·lor•· ,, nPt, nrnp.lr.1l•l1• 

Atlanta, Georgia 
May 14,2997 
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f,•ul C'UITI'1ll a• .. •t• 

rROI'UlTY AND EQUII'MfJI.'T: 
C.st>l.• s~ <h'fn anJ tmlo~ILitton •'luorrm•nt 
T~t •n.l oil~« ..quarnwnt 
.\utvmobrk-5 ami truc .. s 
Jnvmtory 
lAawhold unrro~IS 

l.fts .-o~muLJtt'J ~bOn anJ amortiul!OC\ 
Proprny and equrpmrnl. I'W'I 

COST IN EXCESS OF NET ASSETS ACQUIRED. nt't 
of accurnul.tl~clamortlutlon of 154.426 and S2m.$16 
In '99S and 1996, rup«tlnly 

ORGANIZATIONAl COSTS. 11~1 of a~cumub.t~cl 
.amortl1.atlon Jf 159,228 and SIS? ~';lS in 1995 and 
1996, rnp«tinly 
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n~p«tinly (Not~ 6) 

COMMITMENTS ANOCONTlNGF,Ul.c; (Not~ -1 
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AND MOt\'TGOMll{\ CAKII \I'-ll 1'1. & I '1. IIIli \I' \II '1. I l'l 

('ONSOUI>A n I) ~·1 A rl \tJ 1'1, I'- I II I II' I I<·\ IIC '' '-

FOR THE \lAR L~IH II IIIli \IIIII( "ll l'N-l 

THE FOUR MOI'I:Ttf<, I "Ill I I 1\I'IUI lU. J~W~ 

THE EIGHT MOSTH" t-..:lll I> Dl (I \1111 H ll J~W~ 

ANIJTtfl: 'I tAR I "Ill II I Ill I \1111 H ll. I~· 

I ••·•· "' I t HIHj'·" ': '>ucc ... ~., t u~,!!!l_ 
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C'YUFRNIT I I< )J I W\( •. 1!\( ·.A~!> SUHSlDIAlUES 

AND MONTGOMU~Y CAIHT\'ISI< >~ & ENTI:RT AINMENT, iNC. 

WREDECESSOR ('( )l\fi'ANY) 

NOTES TO CONSOUI>ATU> FI"ANCIAL STATEMENTS 

DECEMBeR Jl. J<.J~4. 1995, ANI> 1996 

1. ORGANIZATION AND NATURF or BUSINESS 

CyberNet HolJi.ng, Inc. ,md tl'- -.ub,ldt.lru·-. ltlw 'l • 'mp.uw· or ·~acrl·-..,or Ct,mp.mv·) 
provide integratl'J, intt.•r.tdtvt· br•'·'dl•.tn.l, • ·mmu"'' .1!1< ''" ,,.n·t,.,.,, '"' ludm): ,·,tbh• 
television, to Vi'luuus .tft'·'' m llw ~ •Ill ,.,.,,,, I h·· t "lllJ'·IIl\' "'·'' uutt.tll~· • .tptt.lh:n•J .,~ ITt 
Bw,ldl,,.mJ S..•rVKt''· l..LC (sub'>~'•Jth·nlh , h.mg•·•ll<~ Cyllt·r!\lt't I loiJmg. i..I..C.) in \lo~rdl 
1995, at whkh timt.• 1t wc1s ulttm.tlt'h· wh.•lh· P\\·n,•d "" IT<.' llo!Jing c,,mp.m~·. lnr. ("IT<.' 
Holding"). Out.> to subsequ,•nt •·qutl\' lr.m-..u ltttn' {:"tth• 7}, llw Comp •• n~· h nnlong,·r ·• 
consolidated suhsiJiarv ol ll< · II• •him,. 

CyberNet Holding, 1. LC w.t' ,.,,,,}llt,fw.t h •r tlw purp••'t' of th•• tlt'i.Jui~itit>n ut 
Montgomery Cablt•visHm & l·.nh'rt.nnn11·nt 1 .\1l I· 11r "PH•J,•n• ... -.or Comp.:mr"), J pwvttit•r 

Of CabJC te)evision ~'rvin•s in fl.lt•ntg"lll<'fl'. :\J,tb.un.l J'lll~ ,1,.'-{UISltiOil W,IS nmsumm.ttl'J 
on Apri12B, 1995 wh••n tht.• <.:nmp.m\' I'IITt h., ..... d llw t'tfU!I~· mlt•rt•st.'> of lnh·rf~t·dt.'\·, Inc 
flnterReJ«") in MCE in t•xch.Jn~~·· IPr .1 ""It· t .... •.mng mtt•rt•'>t ..tt 4" ... with prm,·sp.tl.tnJ 
i.;'\terest due in lin• yt.•ars (N~>k 1). Tht· • r.m'>.ldtnll w,s., ,,,-,·punt.·d for,,.,,, pun·h,sw :\-. ••I 
December 31, 19Q5, tht• Comp.m\· •'\"""· ·,J ~~~ .... ••I tlw 1 • •mm11n 't'"' k .md •'PJ''' ''muh'i. 
97% of th<• prd(•rft•d .. tud .. ••I ~I< I 111 (,a1111.11 ~- J<l'''·· th•· <. , •mp.m~· ~·xdl.m.~t·J :?I)(} sh.tn•s 
of its prdl'rr~J stud. for th,• 2110 < Pfnlll<'ll .. h.m·' .md ~' prt•h·rH•J shart.•s ,,f MCE hdJ by tht• 
minority shareholJt.•r anJ Sl4,000 m,,,,it :\-. ,, r.· .. ult ''' tht'>l'\l·h.m~t·. ~1CE i~ nm~o· .1 

wholly owned subs1J.ary of tlw <. omp.un 

In August 1995. Cybt•rNt.'t lloltlm,:. I. I <.. ,.,l.tblt-.lwd :\nwn,·.m C.thk, L.L.C. {~so., owrwJ 
by Cy~rNt>t Holding, L.L.C .1nd 5"., ''" twd 1,,. II t. I h•IJmg). { )n ~·ph•mt,.·r 2~. 1~5. 
American Cable, L.L.C. pur~ :1.:awd ( nt.un ,,.,.,..,, • •I :\ml'rtl·o~n C.tblt• Comp.tm· 1'.utnl•rsh1p 
and Arn~rican Cablt.• Company lr••llc·1 11\·,•h. · :\nwn •. m"). ,, prov1dc•r of ,·,thlc· t..J,•\'isi<•n 
~rvices in Columbus. G,•urg1.1, lllt'\t h.lll):·· lo •r .an. •I•· l~t·.ll'lng lllkrt•'t .It~ ..... w1th 
principdl anJ intt.•rt.•st Jut• m h\'1' ~ •.•• f ... I 'l•l·· I) I"· tr.m-..tdJ(II\ W..IS <Knmnt~·J f<•r .}<; cl 

purchase. 
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The following ta~lt! summJn/''~ tlw twl ·''"''t" 1•ur. 11., .... ,[ h th·· \.. • •ml'·lll\' m ~ tll\fWdH •n 
with its acquisitions of MCE •md Anll'rh .Ill ,IJhllho· .IIIII 'tlfll olllrrbul,lhh· h• '~~~tIn,.,~., ..... of 

rv•t assets acquired (in thouo;,mJ.,): 

~f( J Amaic.ln Tot<tl 

Purchase price -, ... 01111 .;,· 01111 '>li,OlHI 
Assumption of notl' P•lY•l~h· (.::.1111) 0 (2.141) 

Assumption of prdt.>rr•·•l ~t,•cl.. 
divid~nds paya~l~· (1.111:"1 (I ( 1.1117) 

Nl:'t {assel<>) liabilities l.lltl~ _1_1. ;-:!:; I . {2.01'10) 

Cost in <.>xcess of net assets acyu1n·J .;, '· 7'11-1 s '.~7'5 So}~7·~ 

The acquisitions of these assets hdvt•l'll.•cn ,,, ~ <>unkd t. •r ,,., n••rh .1-..h tr.m.,,tdion~ h1r 

purposes of the con!>Oiidated stat...>mt'nt~ 111 r.t-.h 11. •w ... 

In November 1995, American Ct~lt·. Jn,. (',\('I"} .r I ).-i.m·.u,· • "fJ'••r.lllun w,,, t•.o;t,thlio;lh'd 
In consideration for shares in ACI. L'~·~·r:\:t'l I h •ldrrl!~· I l .l .md n (.. · l l••ldin~~ wnwwd 
their ownership interests in Amcril·an C1l'h·. I. L< to ..\( 1. 

In November 1995, the Compar. .• · (•l [),.,,,,., . .tr,· ,,,rp••r.ttt .. n) w,,, ,.,t,thlt~h,•d. In p._.,·,·ml'll.·r 
1995, in exchange for shares of tlw Comp.uw·.., J'rdnro·d ...... 11 l... 11 C IIPidm}: ,·onv••v .. J th 
direct and indirect int(>rests in Cy~r~d IIPIJrnf,. I I <. ,uhl :\l I to th\· Comp.m~· 
(Note 7). 

CybcrNet Holding L.L.C. and Am~.•ri<.·,m C.1i:llt·. l. 1. ( . wt·n· dt~-.nlwJ m h•hruary .md 
October 1996, respectivdy. 

The Company has experienced opera tin!~ lo~w~ ,,., .1 n•o,ult ••I I'! tort!> hl huild out 1ts 
broadband systems and ex rand inh' nt·w m.tr1-l'l... Tlw ( , •mp.my t•xrt"':ts to mntinut• to 
focus on increasing its customer haSl' and (''P•I'll' II'> l•ro.tdl>.md or~·r..tlions. An·ordingly 
the Company expects that its npt•ratin}~ t•-:r•''"'''" .tnd, .tprt,,f,·,pt•ndJturt•s "'ill conhnm• to 

increase signiHcantJy, all o! whkh w1ll hJV\' ,, n.·1;.11l\'t· rmp.td nn o,ht•rHt•rm opt'r.lttng 
results. in addition, the Company m.w l·h.tn1:" rl-. pr11 mg ('<•hcit•' IP rt•spond to,, 
thanging competitiv<> ('nvironm••nt. In tlw ••p•mnn nt m.ul.l~:··m··nt. tht• Comr .. my·~ 
projl'l'll'd cash flows frnm orl'r.ttion ... llld ''"'"11):. n-drl 1'""1111111, lilt ludm·~ tht• 
agrel'ffil'nts dis 'llSS(.>d in "J{>l\' 'I, Willi><.· ~UI!I, h'lll I• I mo·l'l II/I' I olf'll.ll .md ''l'•'r.thng twc.t .. 
of the Company through at least 1497. l iow,•v,•r, th· ·n· • .m 1><.· nt' ,,-.sur.mcl.' th<:~t growth m 
the Company's revenue or customt•r hd~•· w1ll 't•nlmuo· or th..1t lh•· ,·omrany "·•11 1:'1\ .ll?Il' to 
<1Chi"ve or sustain profitability and/<'r P"''''v" < ,1-.h tlow 

SUMMARY OF SIGNIFICANT ACCOUNTING J•OUCIES 

As a rt'sult of the MCF acquisitwn dts, u.,.,,.J 111 :\11\t' I. tlw, •'!'''·'' ~trudur.• t•l ... nd tlw 
basis of accounting tor the Company dill"r' lr••m lh'"''' oi ~I( T pnor to Uw i.ICtlUt!>mon. 
Financial data of the Company with rt'"l'''' t h • .1!1 r•·p .. rtm•~ t••·rtnd~ ~ub"·~u(•nllo 
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A pri 1 2K, J ~9~. ( t Ia · ' ~~h , , ... -.~ '' I •, ·r ,, •.I 1 w/ 1.-. 1 tlw . '' , 1 u, .. ,t 11111 u ndt•r llh · pu rl'ltJ .. t' nwt :llld 
ol ,, 'l'IIUI,tmg. nwr.•lt>lt', 1111.1111 t,.! ,,,,,,,With"'"!'''' l "' :"\I<..T prit•r t.• tlw ,h'lJUI'>itaon !lh·· 
''Predecessor P~.•nt•J ' j ~~··th'r,tll\ \\' lllllt>l !>,·, •••np.tr.tblt• to th.tlt•l tht• Cuntp.m~· \\'llh 

respect 10 thl' itl•ms dt·"'·ribt•d lw/. 1\\ 

As a result o f Lhl' &Jl'4Ul'<llton-. 111 :"\ll 1 .md .- \m.·n,·.ul d,..,,·u,_..,,.d in :"(uh' I. tlw '>l.th'nwnt.., n ( 
operations for lhl• 5Utl' l 0.\'tPT 1\·ru •d llh llldi ... oiii'I'TII/ollllll\ ul \ 'OS( tn 1''\t'l '"" of 1\1'/ ........ 1'1 ... 
acquired and intl•rcst l'XI'l'rl'<l' 1111 .J,•\•11111 liTTt'd In 1<>rlll1'< lH>Jl With t}l<' olli.(UI'IIIllll'> :\]..,,1, 

aS a resUJt Of purl'hdSl' oKIIIUil\111);. till' 1.111 \ .1l\11'' <•I lJ\1' propt•rt\' .md 1'4U1p11li'OI ,1( tJw 
date of thl'ir acqu1sitiun l~x.mn· th•·1r 1,,.,, , 1 ,.., l•,,.,, . ., w1th rt•-.r••·•l ln tlw ( omp.mv 
Accordingly, tht• dl.'prt•t.t.llu •n 11! pn 1/'' ·r t \' .m. i l'']lll!'lllt'lll It •r tlw '-.w' , . .,.,1,r l't•ru1d 1 ~ "·''" ·d 
on the newly l'Sioli1/is}wd t(lo.. \ ]l,...,l'~ 11! tht''<' ,l'o"l' l'< l lt lwrl'lkd.,llf purt"h.t" '' oll'l'OUntn".~ H1 

thl' Successor Period olrt' Ot>t '<1):1111" .ull 

The !litatemcnts of opt•r.Jtll•l1'o. o.IP< J...hPid~·r,· (do·lll·tt) t'ljUJI_\'. .md co1sh flow ... tor Jl)I.JS <ITl' 

divideJ betwet!n thc ft,ur mt•nth-. l'lld•·d r\pnl 10. 1945, wlwn lnlt•rHt•th't' hl'lll llw 
controlling interest in tht• Prt•dt•tt•.-. ... Pr (. '•mp.ul\'. olll.l tlw l'l~:ht month ... t•ndl·lf 

December ~1. 19<:15. wht•n th.• C.,l" 1 , • .,.,<>r l ·Pmp.un· lwld tlw '<~ntrnlltng mll·h•st fullowm)~ 
the transfer of uwncrshtp d1.,. u~-. v,/ 111 :'(, '"' 1 ln .tlkhtton. tlw (tn,lnt'loJ/ st.tlt•mt•nts .1s of 
December 31, 1°45 &Jnd for th•· t' lj;ht rn~•nth.,!fll'n•·nd .. d Jnllud• tlw ,,n·uunl.~ of ( 'ybt•rl\:1'1 
Holding, Inc., Cy'tx·rNt'l I h•ldm);. I I l . :\< J. :\nh·rt1.tn ( .toh·. [.(.C .• md MCE. Tht• 
equity share of MCE nt•t t•Wnt·d b\· tlw <. , •mp.ul\' ... "'flt·l·tt·d Ill thl• Jcnunp.tnymg h.aJ,,n,,· 
sheets and statemtmts of (>JWC.IhPn-. ..... 11\1111 >fit\' mh·rt· .. t n)(' IIIMIKitll st.tknwnls .. ~ lll 
DEcem her 31. 1 Qqf, &Jnd h •r tlw \ ,.,IT tlw ''lh \,.,I 111' hu J. · t ht' '" 1 1 lUll t.., ul l'_dwrN 1.'1 Hold lllj:. 
Inc. anJ MCE. SigruftL.Ull lllh'n urnp.lll\' tr.lll'·'•·tu•ns h,t\'t' bt•t•nt•hmmo.~tt•d in 
consolidation. 

Certain prior yt>ar aml'Unl!'o h,t\'t' l>•·•·n ,.., I."''IJt•d 1<1 1 ••nlorm \nth tlw ,·urr•·nt \'t'.lr 

rl'(>S("ntation. 

4ccounting Estimates 

The preparation of fin.Jnl'i.tl ~t.tklll l'!\h 111, 1 •Ill• 111111 11 w1th )',l'llt'r.tllv .~<.•l'rtt·d .tl't tlUntm~: 
principll'S fl'\IUirt•s m.m.tg<'lllt'l•l t•• 111.•~·· 1''<11111.11• ' ' .111d ,,..,..,umpttPil!'o th.Jt .tlfl•ct tht• 
reported o~mount of c>S!>l'l!'o .Jnd IL.tbJlltw ... ·•nd .II~• ''"'If~" nf <·ontinr,t•nt .:ts.,t·t~ .tnd hoibdi!lt':
at the do1tt.> of the (inanl'i.al sl.th•rnt•nt!'> ,,nd fh·· '''I'Prlvd .mtount .. vi r"vt•nut'!'> .md t')l.p~.•nsl'" 
during the reporting penod :\t'tu,tl r•·•. u]to., • ould dtlkr I rom thow ••Stlm.tlt·o., . 

Cash and Cash Equivalents 

The Company considers o11J short·lt·rm. h•1;h h hqlnd JJl\' l'~tlll•'lll!'> w1th .m Prlgin.tl 
rnarurity date of thrt•t• montho, or J, ... , t• • 1·· ·, ..... h • ·qu•\ ,,],•nt' l ,,..,]! .tnd t.l~h t•qu 1\',ilt•nt.-. 
are stat<>d at cost, which .tppn".IIH.tl•'' 1.111 \ .1luo· 

Property and Equipment 

Property and equipmt•nt olrl' ,(,llt·d oil' I .... . I ~~·pll'l Iolii\ '" otlld .Hllt>rll/olhln .trt· pruvull'J 
for using the straight-lUll' mt•thod P\'t'r tlw ,.,l1111.1lnl U'ol'l ul lin•-. ol I ht• .JS~t·ts, 
commencing when thl' as!>t'l ts mst.JIIt d or J'l,llt•d 111 ~··rnl't'. :'l.l.linh'n~nn•, rt'j'Jir:-. •• md 
minor renewals are chargt•d It I t'\Jll'll\1' ,l'o 1111 urrn/ /'Ill'\ "'I oHld oil t lllllU),tl••d 
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dl'prt\'J,lllnn ,., 1,,,.1,, .,1, ·""' ··· l'"l'" " " ' do ··l'•·····.t " ' .u. "'11111\ o·d l1 ••n1 th•· ro·l.ll••d 
,Hr IIUI\h, ,111d .Ill\ ):•1111 o•l [,,.,, l' Ill< lu,[.-d Ill 11\<1'111\' llt•prt't J,\lhlll ,\1\d olllll>r!J/,I!Jnl\,lfo' 

provii.Jt•J u\'t'r lh•· , ... ,, im.11o'd u• .. ·tul II\,., ,, .. I• ol[, ,,, . ., 

l..Jbh· ~~·!ooh'll\ '""' 111 .. 1.111.1 IIPil l'tl'lll'lllo 'Ill 
Test anJ off,,·,. t'tJUlJ'Ill•·nt 

Auturnphilt''> ,md tru. "' 
lc.1~h(1/J lnlJ'nll' l'll\t'l\h 

~·n·n h• l('n v•··•r-. 

h\'t> tr> '>t'\'4'1\ ""''•'r' 
h\'11 \'l'o\T'> 

h\'o' \ ' t'.IT" 

lnvt.•ntorit.•s .:~n• , .,,lut•d .11 lht· l•• ln ·r ••1, ,.,( ,,, m.•rkt'l tJ..r, ·rmuwd ••n ,tllr.,t-lll. llr'>l-••ut 

basis) .1nJ induJ•• \'lliH' t•r\t'J ""' ''' .11\.J ,,d•l• · o~llll• ·l,.,· tn•n•• ,,,bk hnt>k-up •·•tu•pnwnl. 
Tht•st• itcn\.'>.lfl' tr,Jnsh'rn-d I••, .d•l·· ,,.,lt•Jll .md lll'>I.JIJ,,\1<111 t'tjUIJ'Ult'nl wlwn m ... t.,lh·,: . 

Cost in Exce~s of Net As~ets Acquin•J 

ThiS amount fCPf~St•nto, \}\1' 1'\1 t'"' t>f I fl'f I 1\ t•r \ht• J,llf ~',\hit• Ill thl' 1\l'l •l'>'><'h <II tjlllfl'd I•\ 
th•• Company in its Nll:i pun h,,.,. . ., r>l \I< I .m.l :\lllt'Til•lll d1.,. u-. ... ,•,111\ ~tilt' I . I h, • .,,. • ''"" 
an.• being amortin•J u~lllJ; lht• .. tr.llght - lu~t· nwthn.lm·t•r -Hl n·.H'> 

Org~niz.ational Cost!. 

C>rganizational cost~ rt•prt•.,.•nt d1rn! , '"''· J'Tifll·•r•lr lt·}',t~l .1nJ -..ll.n\' ,.,..,,.,, lrtt urr.·d 111 
making tht.> Compan~· \'J<Ihl·· :\llllldn•·• 1 ..... h .... u. h •~" tT.I\'<•1 .md •·ult'rl..llllmt•nt ... nJ 
Other p,<:>nl'raJ ;:mJ ,n(fllilllo,\r.tl!\'<' < ,...,, h,t\ t ' l •t'<' ll •'' J't'll'• d .1 .. lll .. UfH•J. 'l)W Jt•fl'rrt•J ((l'h 
arl' bdng .smortizt•J U'>lllg Jlw .. tr.ut~ht · lt111· nwthnd nv,·t .lltn'·\'t'•lr pt•rtod /rom fht• d.llt• ot 
int:<.>ption. 

Long-Lived Asst>fs 

In 1995, thl' Company t~Jnpkd ~t.tlt·nwfll " ' lm.•n• 1.11 :\11 fl UI\I Ing ~·t.•nJ.ml.o, ("SF I\'-'") 
No. 12), "Accounting (ur tilt' lmp.urm··n t "' l ""f.·I .J\'t 'J A.,.,,.t., .• nd l tl r l.ong-Ltvt•J A~!-.l'!:
to Be Dispos('J Of." SF/\S Nu I::! I , .. \,,f,JJ.,[w.., .to, o>unlm}~ ,\,11\d,,rd' lor tlw •mp.:11rnwnt ''' 
long~liveJ assets, Ct•rtain tdt ·n !Jit,Jh!t· mt.•nt:•l>l•· .... 111J " ' ,,, 111 t'Jtt'l'"' '•i nl'l ••. .,sl'ts ,\l'"'U irt•J 
relateJ to those assel<o tu ht.• twiJ . .md u't·d .md lr>r h•n}',-h\'t'd ,,.,wt-. .tnJ ,·,·rt.un IJt•nhh.Jblt• 
intangibles to be uiSJXIS\'J ol. nw d ,,., t I •I .t.Ioptmg '-'F "~ )"\,,, 121 W..l!'o not m.lll•rtal. 

The Company perindarJil\' r.•\'lt'\''" lh·· ~· .till• ',,.,.,,,~rwd to lllllj~·hn·tl ·"~''"' ~ud1 .1~ 
invl'ntory, prupl•tl)' anJ t'4U1pfl\t'IIL .111.J 1 <I' I Ill o'>..t ,.,..,Ill lit'\ ,\.,.,t•l ~ ,1\'"!Uirt•J hi Jt•h•rmml' 
whl'tht.!r any impairmt•nts .:IT<' otlwr th.111 kill)'' •r.rr\' . i\1.m.lj~•·nwnt ht.•lit•Vt'" th.1t tht• 
long-livl'd assets in the dl'CPI1lfl ·•m·m): b.d •n• ,. ,]11·,·1' Mt' .tppr<>pn.Jh•lv \ '.Jiut•tl . 

Revenue Recognition 

Suhscriht.•r rl'\'Cilut•s J.n• rt'u'l:llll\'d m I h• · nh 111111 n/ "·rv Ju• '-,uh.,criht•r h···~ t'olllt•J 111 

advance arc included in tht• ,tn nmp.m\' 111): b.tl.m• , . ..,Jwd., ,1., unt•.•nwd n •v, nuo• .1nJ .lft' 

Jefl'rrl'J until tht' month ttw .,,.,\'to •. 1 .. 1''•'\' ld•·•l 

J 
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B.uter Transactions 

Ttw C0mpany l'n~.:~gt·~ m ••·rt.un ,.,, h.u.1:··' • •I ... ,.,' ...... l••r .~<h···rt&-.m,~ ,utd pnmtotlon.ll 
"'rvin•!t. Tlw <. 'otnp.Hl\' ,.., ••rd" tj, •.•• ,. lt.lll"-·'' II• •II-. .11 tho· 111.1rl-.t'l ,-,,Jut• ••I tht· '''r\'J< ,., 

provic..ll'd. 

Advertising Costs 

Income T axe& 

Th~ Company utihzl·~ tlw lt.ll">sht\ ftii'IIH•d "'·"I ••11111111): l••l Jilt 111111' lol\l''o, ol'· <,r•llnrlh Ill 
SF AS No. 109, "Accounhng t1 •r I rh, •m•· I .1 ,,., l nd.·r tho· lr.tbrlrt ,. m• ·th• •d. Jdt•rrt•J tJ •w-. 
are determined bas.·J on tht• Jltlt'rt•n• t•l•d'"'•·n tlw I11M7l\ r.tl,md t.n. h..rw. nt.l~'•'t' .mJ 
liabilities using en.actl'J tax rclh'' m dl•·• t 111 llw ,., . .n., Ill whrt h tlw JtHl'H'nl't·~ .trt• t•xr•·•·h'J 
to rt•v<.>rSt!. Deferr('d t<~x ht•nt•ll! r•·pr•·,•·nt' tlw' h.w!~·· Ill tlw dt•h'trt•d t,,, J''d .mJ ll.thllrt~· 
l'lalanc~..·s (Noll' fl). 

Net Loss Per Share 

Net loss per shan• is rompu!t-d u"n>: tlw "'''!:ht.-.1 .rn·r·••~·· numt .. •r ol 'h.tr•'' of,omnwn 
stock and dilutivt• common 'h" 1-. ···1u 1' .tl•·llt ,h.r rr·' I r• •m • • mvt•rt:hk pn•h•rrt•J ~tod, ( u .. m~~ 
the il<onvertec..l method). ,\' llw <. ••mp.u" h., ... 1111. "'nmon .. rod, out,t.lnJm1~· tht• 
convertil'lle preferrl'J stod, ~~ ,,,.,unwd I• • I"· 1 , •nvt·rtnl l••r pu rpw.._., of th1~ f,tlru l.lt.nn 
Th<.' Predc.>c<.'ssor Comp.my·!> rwt J,.,..,.,: r ,)un· .rr•· "''t .shown, J!t tht•y ..tT•• not romp • .u.thlt· 
with tht> Succcs~or Comp..sm· ... 

Sources of Supplies 

The Cumpany attl'mpt!> to m.unl.llll mullsJ'It· \·•·thlnr-. tnr •.• 11·h n·~utrt•d proJutt 
However, the C. mpany l·urr,·ntlv <'Ill\' h ..... "n•· 'lii'J'It .. r lt>r, .thlt• .. mJ thn•,• ,upphn~ IPr 
converters and rt•mult·~, w ludl r1·pn .,. ·nt unp••rt.mt •••mJ'• •n•·nt"i 111 rt~ -.y:o.h'm. II tht· 
suppliers are unaf:tll• tn nwet tlw < or11p.1m·, nn·d, ,,, tt t'IUIIJ~ tH~IIh rwtwurk 

inlrastructur<.>, thl•n dd;.ry!'> .md 1111 rt·,,.,..,J • "''' m lh·· •·Jo.p.msron of tht• (. omp.mr·., 1wtwt~r;. 
inlrao;tructun.• ~-oulJ rl.'sult. "'hh h w• •uld .rdn·r .... ·lv ·•ll•···t opt•r,lhn~; r.·-.uJt, 

Credit Risk 

The Company's .Kn •unh 1 ,., t'l\ .•1•1• · 1'"11 'Ill s.1l h· .. uhw.-t ttw CPmp.m\' h • t'rt•Jlt rr!ll... .s~ 
collatl.'ral is gl'fll'r.JIIy nnt rt'tturr•·.l I h.· ( t>lllf'·lll\'' rr-.1- ••I )t,.,, r!'> lu~uh•tl dut• to .ldv.mt•' 
billings to CUSIOml'fS tor 'ot'f\'11 t'' .rn.f tho· .1hd II\' It• tt•rnun,lk oll'l'l'!'>O, On JI'Jinl{Ut•nt 
accounts. Tiw conn•ntr.tiiPil ttl• ro·drl n .. .l.. "null•:·•h•d b:· tlw l.trgt· num{'lt.•r of l'U~tonwr-. 
comprising the custonwr b..1" · Tlw , .• rrnn1~ ·• nh •unl1•l ttw ( 'omp.tn.\··~ T<'l'\'IV.ll'll~·~ 
approxitn.!tes thl••r l.ur v.rhl•'' 
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3. LONG-TERM DEBT 

lnterR~I.it.'<.', ht•o~.rm•~ mh·r··'t .11" ('.1\ .tl·l· . ·11 

MaH·h 31. 2000. pJu, mh'n·,t. 1111'-•'• w.·,l t.!l 

Frandnt·, Inc, hc.•&.~nng m~<'n·'t ,,, '' ... 1'·'\ ,,I•J.- "" 
5€-ptcmber 29.2000, plu., mh·r.·,t. un-..·, ur.·,libl 

Sterling Bank, lx•aring ml•·r··'l .11 l'flllh' J'h" I'" . 
payab)t• in month!~· tn,t.lllm•·nl., "' -:;,_I'~P. plu .. 
intert-st, through Sc.•ph'mllt·c J1Nn. un,,·, ur···l i· 1 

Sterling Bank, tx-arin1~ inh•n ''I .11 pn Ill• · 1 • lu' I • .... 
payable in monthl}' inst~llnwnc .. , •I '>l A 2-·. J'lu-.. 
interest, through May ~~~. Ull'>•'• urn! l< 1 

Compass Bank, txo.uin)~ int•·r•·.,t .1t K ... , .... 1'·1\ ,d•l·· 111 

monthly installments ol SLh7"\ thrnu~·.h "-·1•h·mbo·r 
1998, S«url'U 

SunTrust B.lnk, lx•.ltmg tnh·r•·'t .11 l.t. ~-, .. 1'·•\·,d•lo· m 
monthly installm~mt' ot SH::!X thrnu.:h ""Tt•·ml•··r 1•••1-:". 
st.'Cureu 

Fonner stocJcholl.lt•rs of MCF. b.·.mnr. llll..r•·-..t .11 pnnw. 
plus 2%, payablt> on Mdy ln. JIN~>. u !,,,., ur.·,l (• 1 

First National Banlo. of Wt·~t I' •mlluw ·''' r···l•l. 
bearing inh.•n·~t at primt•, m.tlrH'"''· \I.H• h 1'''(', 
unsc..acurl"J 

C.omrass Dank. hc.•ar:n~ inh•r.·st .11 q 2!i" . f'·l\·,,1>1·· 111 
monthly installmt•nts or S5.42n tlm•llf.lt '-''' ··nd•··• 
1~. wt.·un•J 

First National Bank of Wt.·~t J'omt, nok J>,·,um,: 
mterest at B.so..;,, p~yal:-.1,· Ill mnnthh· lll .. t.dlull·nh ••I 
$9~5 through Mart.·h t<"N. w• ur.·d 

1'1% 

0:. 1>. tlOtl.liO!I ~ t.. ouu ,non 

S S,(MX),tlClO 

0 

l6,11h 

6,828 

75,000 () 

II c,oo,ooo 

170,000 

0 23,200 
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Troup capitalizl•J ll'.lSl' tlbllg.dlt>ll, oll ,, r,l\t" ' •l l!l 

payablt• in quartcorly instullmt•nh t>l ':>~> . \0.~ thn•u,~h 

December 2006, St'cu rt•J 

Less currt!nt maturitll's 

(a) ITC Holding is ,1 l·o-nl'h>:• •r undo •r \)u ... 111 •I•· 
(b) lTC Holding is c1 );Uc.lrJntnr "' tlu ... nnh' 

II --- ---
1 L::!::!I.X"\1 

1-ln,J11 

19% 

151.166 
12.319,]6q 

__ 1,02i,87J 
Sl1,21H,2% 

(c) Thl' prime ratt• w.1~ K5''. ,m.l ~ 25 " ... 11 I,,., o•mb,·r II, llN5 .md 1~111. r.·o,pt'\:tivl'l~· 

Following ano maturitit•s of lon>:·h'rm do•bt lnr ,.,11 h 111 tlw nt·:>.t 11\'t' ~·l·M~ ,ts of 

December :\1, 19'16: 

1997 
19'Jt4 
1999 
2000 
2001 
Thl'rt.•OJfh•r 

1 ot,ll 

S I ,0.27)l71 
1.2~,5()q 

'11.210 
25,214 

II .0~.2 i-1 
25.21-1 

The fair values of lonr,·ll•rm l.lt•bt ,.,rJu.,&Vt• nl ,,JI tlt.ih'd dt·hl, mduJin~~ t·urrl•nt m.tturitil'S, 

at December 31,1995 anJ )44n oil I' l''lun.lto·d '" ho• ·•J'pnnmuh•ly SH,K1H,OIXI ,tnJ 

$9,397,<XJO, rCSpt_"CtiVt.'ly, N~•J (IJI ol \',JI llol\ Ifill h•o hlllljtll' [Jic\[ t ' l ln'>ltkf'> t ,tSh floWS 

di.srounlt•J at rurrl•nt ro.~tt•s 

4. OPERATING LEASES 

Tht! Company ll'aSt'S ofhn• sp.•u·, ut1ht\ I'"'' '"· .1nd ntlwr ,\'>'>1'1'> h•r \'Jr.\'lng pt•noJ ... 

Leases that expirl' arc ~;l'nl'r.slly t''-l'•···tnl h • b.· n·rww,·d 11r n·piJft•J t'ly otlwr lt'.SM''>. 

Future minimum rt.>nt.JI PJ\'mt•nh rt·qutro•d undo•r lht• t~pl'r,Jimg It•,,.,, • ., th.tl h.t\'t' initi.:~l or 

rt•rnaining noncancd.:~lllt• !t-.1~·· lt'rm ... 111 • .,, , . ... ., , •I <'lh' \ .·.u ,,., of llt•co 11 •bt•r 11, liNn art• .:~s 

follows: 

1997 
1998 
1999 
2000 
2001 

TotJI minimum 11-., ... ,. I'·" nwnt-. 

~I :!H, l44 
122. 'l2'l 
I :!~,hYol 

1~·1.4 I . 

7~.115 

Tot.d n•nl.alt•"l"'n"t' ln1 .111 ''l'•'t.lllt•)', J, .,, .. , .. , \,,, .. ·'!'I''•" II''·'"''\ -:,· ··:.11<111, S.!:.ooo. ~,,,_1'100. 
and S70,000 for tht.• ycJr t•nt..!t•d I),., ,.,,.J,.·r \I. I ""·1. tlw /. •u r month'> enl.ll•J April ~0. 1 Q(,l5, 
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the eight months cnJt•J Dl'n•ml:lt•r 1). 1'1',-i .. uhl th•· \ ··.s: ··nd··d I,,., ··ml>•·r \f. J94tJ. 

respt'l·tiwly. 

5. COMMITMENTS AND CONTIN(;l:N<.:Il.S 

Purchase Commitments 

Effective Januar)' J99o, thl' C<•mp.m~· Jl•m•·d tlw :'\..,tit.,,,,( ( .• t-It· I ··lo•\"1'11 •n (, •• •r•·r.ltJ\'1' 
("NCTC"), which coordinate!> pwgr.1numn1: l••r nwml···r • ,,1>1··, ••mp.lllh'' In .,dJJtlt•n. tlw 
Company has entt.>rcJ into contral"ls wtth \".UJnu ... ··nl1l1• .. ""' 111 :'\( TC tn pre~v1J•• 
proy,ram.m.ing to be ain•J by tht• Comp.u"· :\.,, • •mp•·n• .. alll•r• l••r tlw pr~ ·>~r.Jmminf:. tht• 
Company pays a monthly !l"(.' t(l NCIC ur llw mdJ\'Idu.•l '"l'plwr 1 !w h•1• I'> g\'ll"r.'!ly 
baSt.>d un the numlx>r of ilVl•r.lg\' ~uh~naltt·r.., I<' tlw l'r• •t:r.llll .• Jlth"''gh '''Ill'' ft't''> .sr•· 
aJjusteJ hased on the tota} numh<.•r of .,u!->.,t·rtbo•r.., In tlw ..,, . ..,lt•m .md, ·1,r tlw wslt•m 

penetration percentage. Certain nmtr.lll'> h.,v.· llllllii'Hllll 1111 •nlhlv f,., . .., llw Comp.mv 
has budgeted appro~~:imatdy $3.~ million anlulun· mmlmump.l\'nwnt-. rn.Jum·J an 1447. 

Build-Out Requirements 

Under a franchise agreement with t~w nty ••I l\1•ml,:• •m•·n·. Al.,b.un.l. \f( ·r •~ :o.uhwd h• tht· 
tenn.s and conditions spedfi~J hy City ( )rduMn• ,. :\uml><·r lh·4ll ( hw udl nmdihon 
contains a huild-out ddUSC which n.·~uin·.., \1( l· t• • • nmpl..to• ::?llll mih· ... •f '>t'r\"11"•• pt•r yt•.u 
over the five-year period comnwm·inp. ~1.m h h. 1'1'111. wtth < t•rt.lln gr •• \·t· JWrwJs spt•of~t•d 
in the agreement. Failure to mt•ct tht• hulld·••ul n· 1,Hwnwnt ... would :o.uhJt'\ t MCE to., 
penalty for each time perioJ during which MCI·. t.uJ.·d I·• nwd tlw hulld-out rt•qum•mt•nh 
and would pennit the city of Monty,omt•r y IP ro•vol-•· th I r,m, luw In ··onm•t'lton "''lth •lw 
proposed !iale o( JnterRedec's intl'rt•stm M( T d1" u-.,,·d an '••It• I. (·It\' Rt•.,t•lutiun 
Number 58-95 was approved hv tht• Montgomc·n· < 11\· < ouu. •I on 1\pral .J. 1~5. Tfw. 
resolution extended MCE's time frdml' to nwt•t tlw •urn·nt p•·n .. J n•yu•n•mt•nts until 
August 4, 1996. In manage-ment's opimnn. !\H.'/· 1 ... , lHJo'llllv m • omph.mct• w1th tlu~ 
ordinance. 

Legal Proceedings 

In the nonnal course of husim•o;c;, tht• Comp.uw ,.., ... ul>w• l '" V.tr1ou:o. l•tlg.thon; howt•n•r. m 
m.anagt.>me-nt's opinion, thcrt• clrt' n•· lt•g,ll rr•" l't•dm·~ ... l'''lldtng .tg.unst tht• ( ump.my 
which would have a material t.~dVl'TS\' dtt•,·t on th.· llll.Uh 1.11 p• "'111m. rt•:o.ult~ "' opt·r.Haon:-.. 
or liquidity of the Company. 

6. INCOME TAXES 

Deferred income taxe.s rf'flect tht• m•t ta)( ••fkd oJ kmpt>r.uv dllh•rt•IWt .... 1'-l•twt•l•n tlw 
carrying amount of asst'ts anJ liabilitit•:o. lor lirMntl.ll r•T •rllnJ~ purp"""' .mJ tht• c.~mounh 
used fur income t.lx purpost•s. 11w sagml~t .mt, ••mp•••~<·nh, •I .l«''•·rwd t,,, ,,.,.,1'1:-. .u11l 
liabiliti._.s as of Deccmh<.•r 31, t995 anJ J4'1r• .m· ,,., tn1J.,\, . .., (Ill thou..,.m.Jo.,) 
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IJ~f~rrt•J t.IX ,t~:o.t•l:o.: 

Nl'l opt•r.llin·~ It ... ., I oil I,.,,., \\',lfd•. 

Othl•r 
Valuation .1llow ,m,, · 

Tot.ll dl'l,·rwd 1.1' ·'""~'~" 

Dcft.•rn•J t.tx liclbihh··~--d••pfl'• t.IIH•n .md 
amortization 

N4!t dderrt•J tax li.l~lltlh'' 
P(>f(iOn indUJt•\1 Ill I If !It'll( ,h'•<'h 

Nl•t Jt•lt•rrt•J t.txt·~ 

':>l.hh1 S3,H75 
_.H 92 

-_(I. "\57} f2,475l 
15~ 1,4'12 

(7''\Cl) _!!.492) ----
(\16) 0 

h () 

~ (1iql s 0 

The Company has avail.:~~ll• .• tt I,,., •·mbr·r \I. I •Nt>. unuwJ ''Pt'r,ltmg lc>~~ .·.trr~·lorw.lrJ., c •I 

approxamately $3.ti75,()(Kl t•xpinng 111 \'<HI• •u•. \'t'.lr" I rom :?ll05 to 2111 L unit·~!-> utilut•J. 
Management has rt."(.·orJl•J a v.1hMiu •n .11 h >\\' '"'''' • •I ·'f'PP ''lmcltt•ly S I JSi,OOtl • .mJ 
$2,475,000 in 1995 anJ 1 ~. rt·~p····tl\'t•h. ''" tlww opt•J,ttlnt~ lu)o., .-.ur~·forw.~tJ.,, tlw 
majoritv of which (ontain limi!.ttHII~'> <•n ulll11.tl1nn 

A reconciliation of tht• innmh· t." l''"'''''"n• • •mput.o\1 .11 :-.t.lluh>r~· t,n.. r<lh•s to tht• incoml' 
t.Jx provision for thl· yt'<lf t•ndt.•d I , •. ,·,·ml>n 11. lq''-1. th•· Jour m •nths t•nJt.•J April 30. !~5. 
the eight months enJt.•J Ot•o.·mbt.•r "\I. IW5 .• md tilt' \'t'M ••ndt•d Dt·\·,•mh..•r 11. 1 ~is .ts 
follows: 

Income tax benefit at statutor\' rt~h' 
State income taxes. nt.>t of ft•J;•r.tl 

N•nefit 
T,t:\ lllml'fits m:orJl'J by lTC 
· Holding 
Prior year actualizab"n 
GoodwiJt 
Deferred tax valuation allow.Jnn• 

1' . .-.fl·, , . .,.,,,r ( omj',lO\' 

l·our l\1onth" 
l·.ndt•\1 

:\prtl 1(1, 

1 <Ill., J495 

( "\ IJ" .. ( \.II" .. 

,~, (.:!) 

() () 

II (I 

II (I 

~I> ~(I 
--

(1"., \)",. 

Successor Comeanr 
Ei)~ht Months 

Enth•J 
I ),.,· .. ·mh..•r 11. 

1'145 1996 

(\-1)" .. (.'W)'~ .. 

(2) (2) 

14 0 

" (6) 
\) (1) 
() 32 

(~2r .. (11 )"/u 

A limited liability company is tn•.tlt•d •" ,, p.trllll't ,Jup t. •r 1111 ""w t,l\ l'urpow!->. Th~·rt•tur~.·. 
tht.•ugh NovcmN•r 1995, tht• in,·om•· t,,, l•t•twltt-. 1:•·•wr.1h·d I•\' l-\'1"•' ~\'1 ltolJinJ~· L.L.~. 
anJ Aml!rlColn Cablc, L.L.C. Wl'h' h't'\ITdt•d by J n .. lloldmi: ..... tlw ··orpPr.th' O'lo'l.'nt•r of til\·~·· 
entitit>s. Following the formation (>f A( 'I .md ( d-.·r:'\:1'1 I J, •ldm1:· In• .• md tlw ~uh't'\)Ut•nt 
transfer \lf ownership interests in Cyht.•r:\,·t llnldllt):. I. I t .utd :\CI from I I'C lltliJm·~ tn 

December 1995 (Notes l anJ H), tlw c .. rup.m\' n·'"!:"'''·d tlw m• onw t.,,. hl'nt•llt~ 
gencratt•J by its subsit.liaril's in tht• ,tt't'tlllll'••nyu•!~ ''·•t•·m•·lll'> ~>I op,·r.ltJons lor tht.• 
Successor Period. Effective Dt>n•ml'l\•r J(lti::O, llw l ••mp.uw .md 11' .. ut>-.tJMrit•s ~·)~.:In hhn•~ 
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c1 (OOSOJiJ,tt·•J h•d,•r,lllnt tlflh ' 1,1'\ ll'lllfrl 1.11 )I o•nht\' llh•-. 'l'}'•Holk .,l,llt ' IIHtlrl)o•l,l'

returns. 

For the pt.·m'd (,,!l,,wrnr, till' .h quhiiJt>ll t•l \lt I "' t d-.·r:"\:,•1 JJ,,Jdilll~ · L I.< . throu1;h tlw 
formation (1{ thl' Cnmp.tn\. \I( I lll··d ''T·tr.elo· uz, ,,m,· '·'" ri'IUTII'> ~ul•:o.L't.JUl'lll 1< 1 tlw 
fol'fl'\dtion of t1w Comp.an\. \1<. I l' "" lu.lnl111 th·· (. nmp.m~ 'ulllM>IiJ.th.•J kdt•r.ll 
incuml' ta" n•turn. 

7. EQUITY INTERESTS 

Predecessor Company Stock Tro~n..,actiuns 

On June 16, l'N:l, MCE dktlt•d .1 ,,., • 'l'•l·•h/,llrt~n wlwr<'h\' lnh•rR••Jt>t' fnrg.wt• S4,o5H,OO\I 
in debt in exch .. mgt.• h1r ..1n mne.,.,.. 111 lh t'•Jllll\ "'''nt•r..,hip, 5.Jl~ siMtt•s ol fC)mmon stod. 
were repurcho1seJ for h•t.sl pn" t•nl-. ••I :-:..:!53,2tlo I rnm \'Mil'us sh.tH•hoiJ~·rs, .mJ th1• 
remaining outstandiny, common .md pre lt'rrl'd .,h.trt'' Wt'Tl' ,,J,ustt:d such th.1t lntt-rl~t·d,., 
owned 80% of the nutstolndtll)~ ':>Ill p.n \',llut•, nmmnn !'>tod ... ,H\J .lppruxtm.tt,•ly <J7" .. ''' tlw 
outstanding $1 p.:~r valut• prvlt•rrnl ''~'• ~ I h.· r.·pur·. h.t ... t•d .. h.m•., ..art• n·tl~·,· tpJ <~<> trt•..a,ul \' 
stock in the accompanym)~ .,1,1\t•nwnh ••I ' ' '" l-IH •ld,•r.,· (Jt•lit•t} •'t.JUtty ..at L"tl<il 

The cost associatt!d wilfl tht• t·umul.lln'•· nPnvntmg prl'ft•rr,•d <,lof~ lollm:· in~ tht• 
recapitalization is 5.11,000 pt•r .,hMt' l h· · -.h.tr•'" of, umul.th\'•• nnm•oting prdl'rrt•ll <,lv~ot:l... 
may be called for n•JL•mpllon l•r tlw <. '''111'·111\' .11 .Ill\' ttnw .sml upon su~·h call, the 
Company shall pay S:\~.750 pt•r o;h.nt• 111 t ·'"" phi' .Ul oln\IIU/ll ··~tU·IIIo ·'" JiviJt.>nds 
accrut.-d and unpaid th~won h • tlw d.1h' ••I .,u, h n•dt'lllJ'IIOIL. ·na- Cump.1ny is dt'Ctt•hnH lfw 
difference between tht• tt•J,·mpt~< 111 pr~t , .• md tlw t.u ,. \',\hw of tlw -;IMrt'" 11\'t•r ,, hvt•·\'t·.u 
period as a chargL' to n•t.1in••J t'.lrlltn)'.' ,uh I .1, • •rn·'l'"ndmr. m. no, • .,,. to .sdthllttn.JI p.uJ-m 
capital. The hoiJl'rs of tlw nmud.tlJ\'•' n~>m· ·•lm~~ prl'l<'rr"d o,tod . .,J1o1ll h.· •·ntltlt•J to 
reca~ive, our of thl' um L'St•rVt•d o111d uJm·..,ln( It'd .,u rplu.., o r rwl prollts "I tht• t·ur por..atJUn, 
cash dividends a5 d L'<'iart•d by tlw i'< •.~r• l .. t .h ro •t l<• r., ~ •• su< h dlv •d t•nJs h •. wt• h.•cn 
d~..'i:lareJ as of December 1L ]44f,, bullh·· { "1111'·•m· ... . wauing d J\'IJl'nJ.-. ,,t ,, ro11t• o f 
prime plus 2%. The prdt•rn·J <>II-"~ h,,, "" • um·,·r-.1"11 pnvrkg•"·' · h •r tht• t••ght month-. 
endeJ I:X>ccmber 31' 1 <Jll5 and tlw \'\'o\T t'Jlllo•,J ( ),., o•Jllll<·r '\I' l 'Nh , thL'l>l' rn•h•rn•d stod ... 
accretion and dividend amounll> wt·r·· drnun.tt.-d m• urN,Jtd.Ltion 

Succes!'lor Company Capital Tr.Jnsactions 

The Successor Company hit' .lU thur u•·d I '•.llfl<l .,Jt.JT, . .., ot '> 0/ p.1r ,.,,lut• nm1mon ~tod. o.~nJ 
SO,C.l() sholtt.'S o f $.01 par valut• nmv,•rtrblt• pr<'l.-r r.·J .. to.~ - In n~·n·mh.·r 1445. tlw 
Company offered 7,780 sharl'S of rrv/o'rr ... l '"" ~ t .. r 'ulo-.. Tl]'ll tl lt ,,, O:.I .IIOII I't'r .. lt.trt'. :\t 
December :\1. 1995. 5uhscriptH•n .. h.,.r l"·· ·n ·". ''I'"'" t.•r :·:l~ll-.h .tfl'' .md ,·tmsrtkr.umn tll 
$1 ,00() pt•r sh.U\' had ho•t•n !t't <'! \ 'I'll :\ . .., ,,d,IJi to> IMI 't>lhlth •r,\IJnll (ur ~.00(} sho.ift'!>, llC 
lluldmg convcy~J ib din•d .mJ md rn·,·t t •I\' l it ·r .. lll t • r nit 'fl'''' m Cyt'l.•rN<'I HuiJtng. L. L.C. 
anJ ACI to the Company. In J.muMv 11/lln, th· · r•·m.nrunr, ... uho,,·nptum~ lor 2nl, sh.:arl'S 
were accepted. Included in thil> ,,m( •1llll .m · :!1111 -.h,•r• . ., w htt h wt•n• ,.,,·h,lflgt•J f, 1r tlw 
rrunority interest of MCE (Nolt• I) In ·\pnl 1"''1•. till' ( ••lliJ'•"'~· ollt•n•d dlod dL'Ct•ptt•d 'J,:\1 ~ 
shar~s of preferred shan.o> for suho,,·npl~<•n .If t;.J ,200 pt•r .,hMI'. Tlw ..amo unt ol tlw 
consideration paid in exct•ss of tht• p.lr \.llth· . m·: PI '''P•'Il't'" uKurr~·d m n mnL·,·:i·m w1th 
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tht• issuilnn•. '' t:\dud.·d 111 ,,.J,Itll •11.d I'·"' I 111 • ·'1'''·'1 • •n tho··'' • ump.un·m·~ b.ll.tn• ,. ,Jw..t-. 
E.Kh l'>h,trt·, 11 , Pll\'t•rhl>lt · pr ..,, .,, , ·d ,,, •• ~ , ... 111 t• •111.11 11 .d h· • nnn·rt1bh• mto • omtlltlll ''"' ~ 

on c1 Onl""'for•OJ\\' b,lsis ,11 lht• o•,ulwt .,J,·IIIII'I tlt•· I"! I··· It\,. ,f,lk PI .1 pul•h• ••lft'llll.: ,.( 

\omrnun ~tu,·~ hr llw <. "llll'·un • ., ''" I•·. ,., .. ,., r '• .'IIO · 111 tlw t'\'l'ltt t•t hquad.;ttPII (>I till' 
Cumpanv, wlwtlwr volunt.tn· ••r Ill\·, ·lunt.u,. tho· h· ·ld··r' nt, on,·,·rtlbl,• prdt•rr•·J -.tod, .tn· 
eonti.tlt.>d to n.'l.c:'i\'t' prl'fl'rt•nu.tl d ''' nl•1111"''" , •I ~I llt 111 "r -:.I .21lH l"'f siMrt• 1 dt•twnJmg on 
wht•n i~sut'd) bl'lun• ..tn~· d 1st nh&tl< •n-. I• · , , •mill• •11 -.t. •• 1-..h<~{d,·r-. ·11w ht •ld•·r .. ol llw 
prefc:'rred stock .art• not l'ntitlt•d I• • .1m ••th•·r l'rt·l··r••tt• ,.,, Ill< ludm)~ da\'!Jt•nd-. 

Successor Company Stockhnh.ler-.' A~rt·t·nwnt 

The Company t•ntt•n•J mto ,, S\tl< J..h,•ldo•r ... ol):r····nwnt {(lw "~tt .. ~hnldt·r~," Agn•t•nwnt"). 
dated as of December~. 1~3 .m.f .m~t·ndo·.l ,,, "' J.ulu.tn· ~:,. )1ltlf>, \nth .JIJ,,f ttw 
stockholders of tht• Cump.m\ \: .. no· ••I th•· l'·lfll•'' I•• tlw '->h" J..holdt·r~ Agrt·,·nwnt nM~' 
transft'r any class or ~~·rws ol •·•P•t.tl ''"' k "' tlw l ,,mp.mv or .m~· nght or (lplton to 
acquire any shan• of capit.ll ''"' 1- 1•l rtw l c•mp.m\ I wid l•v "lH"h p.trty to thud p.utws 
(subject to limi(ed 4.!XCc:'phon~) w1thnut h,t\"lll)~ ••llo·w.l rtf,hh. t•l flr-.t rdu~oll to purdlol'>t' 
such securities to tht• Ctlmp.uw l"lw ..., .. "kh••ltl,·r, :\p•·•·mt·nr wtll Jrr•·vo~-.,l"!h· tt·rmin.tk 
upon the consummation of ,m mltl.tlpubl, ... rt.-nn1: 

Successor Company Stock Option Plan 

Under tht! Cc,mpany's lWS ~I "1- "P'"'n 1-1.111 llh·· '-.t." 1- ( ll linn l'l • .m") • .l'- .tdoph•d 1n 

Ot"C~mbt.'r 1995,84-1 sh.ut·~ nl u•mmon .,,, .. l. ·If•· to·"•r\" .. d .md .uJlhun/t'U for t~,u.lnt-t' 
upon the exercise of tht• opti(lns. ;\llc•mpl••n···" ••I th··' ••rnr I•W .u.· t•lJgihlt• to n·~·t•Jvt· 
options unde-r tht.> Stod. Option Pl.m. Tlw ..,I••• 1- t lpt1on l'l.m i~ ,tdmmi'itNt•d !w tht• 
compensation and stock optl·'n (<>:-tlnull· ,.,,, tlu·l>t•.1rd ••I dm•t"ft•r' <>ptu•n .. gr.tnlt•d 
under the- Stock Option Pl.an cUt. Hlt•. ndt ·.l ••• <jll,ll!l \" ....... tnt ··ntan• '" ,..~. optwn-." u ndt•r 
~'Ction 422 of thl• Jntt•rrMl f{t•\'t'tlUt' ( I Ilk. •I I 'IXh ..... olllll'!ldt•d. 

Th'-' Company granh .. •J 502.'15 option-. l<'t -.h,u··" "' < .. mmun stt'o\·1. lo .tllt•mplnn••·~ .tt 
$1,200 per sh;U(' during l~. At D······ml···r 'I. rm'"· llwr·· \\'Pfl' "\~I ·~H •>pllon .. 
outstanding with option prK•'' nl Sl 'lit• \IJ,.,,,.,,n ... ,,,.,. )~l.tnkd .. • .111 ,.,,.HI'<' pnl·,. 
t'llUlll to tht• t'!'ltinMh•tll.ur v,11tw "' tlw • 11111111~>11 '"'' 1-. .11 tlw d.th•s ol1;r.1nt .:1~ dt•t\•rmint•J 
by the bo.srd ()( diR'Ctors basPJ on <'tjllll\" lr.lll'>.l< IIIII\' .md ot}wr cUMI\'St•S. Tlw ophons 
E.'xpire ten years from thl' dcttt• PI t~r.lnt 

Options for llO.ll sharl'!'l )~r,ulh•.J 111 Plio·,.,,., uh\o' "II" ··r llt•umw ,.,,.r,·ISJhk ••' to -tO" .. on 
j.muar/ 1, 1997 and as to .:~n .JdJJhmMl 211" .. ·•llllll.tll\" tht·r•".lth'r lhnou.~h J.mu.sr~· I. 2f.X!<'. 
Options lor 72.7 shares granh'J to otw oth•·r n.•, ullv•· nllh •·r .md .motlwr t•mplt'yt•t• 
lxocome exercisable as to 4()~. on J.mu.uv I l'lliX .md ·" , .. clll .tddJti<IIMI 2()"., .mnuollh· 
therc:.>after through January t. ~001. < ln < l, 1 •l'><·r ~''· I"'"' .m .uJ.fttloJMI 1.1 ~h.trt''- Wt·r~· 
issued to this employee, C!Xl'rt'ls.Jhl•· • •n tho· ... mw v.·,lln): '' ht·~.lul,• Tilt• rt•m.unm~~ l•phnnl't 
lx-come exercisable! as to 40':t. two \'t'.tr' lrt~m llw d.•k ol ,...,u,llll"<' .md .1~ to .m .Jddittnn,l) 
20% .mnually for thl" tht<.'t' foll<lWm>~ w.tr" 
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Statement of fjntlndall\n·nuntin~ ~t.md.uJ-. ~o. 123 

L>unng 1<~95, tlw Fut.lllll•tl :\u ~>tll•t•nr • ...,t,uJd.,,,J, I\, •.11d ,,,u.·d ~I:\<.,~ .. 12'. ":\,,t•wllmt: 
for Stock-8a54.'J Comp~·n• .. n1on. ~dth h d..tu~o·' ,, 1.111 \ .dtw·h .• -. •. d nwtho.lol ''" ~>untm}: l••r 
an c.'mployl'l' slur!. uplu II\ or '111111.11 '''I"''' u•·.trull" ·nl .u11l • ·n• ntn ·•t:''' .lllt·nllth·' 111 .nlupt 
that method of arcountin~ tor ,,l).,t th•·•r ··mph•. ,.,. ,.,,, J.., ••mpt•n.,,ttam pl.m' llowt•vt•r. 11 

also allows an t•ntit~· to nmt1nur· t .. m•··•'u ••· , , •1111 '•'ll'·'''"n ' "'' lor tho,t• t•l.m' u'm)~ tlw 
m~tht~ of .sn:uunting pn•:o.t nlwd I•\· .-·.,' • •11n1m1: l'rm. 1plt·, ll••.n•l ( t\PB 'lllprm••n :\,, 25. 
"Accounting for Stocl. bsu~·J t<~ l:mplov•···' 1-rthllt'' ,.k, (lilt~ to n·nMtn wnh tlw 
accounting methodology r··~ulrt•d )l,- :\I'B \ >puu .. n ~ ••. 25 mu-.t m.ll-t• pro lorm.l 
disclosures of n<.'t incomt• .md. 11 pr•''•'nlt'd. ,.,,tl\111);" p••r ,JJ.tr•• ,,.., 11 tht• t.ur v.tlut>-l:l,l..,t•J 
m~thod of accounting dduwd m ~F:\~ '\, • I~\ ll.ld l••·•·n .tpph•·J 

Th<.' Company ha~ dt."\.'lc'J to .uu•unt l••r '"'I"' 1.. b.l't'd 'ompt'll'"ltlon pl.tno. untlt•r ,\PI' 
Opinion No. 25, unJt•r whsd1 w •,, •mp• 'II'·''" •n , • ''' h,,.., {'lt·l'n n·•·• •gmi'~·J 1:1~- tlw l '11np.sn~·. 
However, the Comp.my h,l:O.t'IIIOJ'Uir·d. It 'I pr" lt>tlll.l d .... lo ... un• purpnsl'~. till' \',l)Ut· pf olll 
options for shares of tht• Comp.uw·., • •lllHllotll '"" "- l•••·mplo~···~·~ nl tht• C.'omp.tn!' usmg 
the miN mum valut• optum prH m•~ mPd.-1 .md rlw I• •llowmg wc•1ghh•J dVt•r,lgt• 

assumptions in 19%: 

Risk-fn•t.• mtt-n•.,t r •• h· 

Expl'Ctl'J Jiv&Jt•nd 1wld 
Expcctl'J livt•s 
Expt>c.·tt.•J forh•1tU1• r.11t· 

h ,J u ... 

0"., 

~·v··n \'t'.Jr~ ..... , .. 
Th(' weightt.>J avt.•ra~·· f,ur v.tlu,· ol "I'll"''" p.u11nl \,,,., '!>I.::!OH lur )t.l(ltl Th•• tot.!l \'dlue ol 
options for the Company'!>. ~.tod. 1:r.mtt d t. • ··mplnv•·•·' • •I tlw C.. ·ump.tny dunn~~ 14Qo w,\s 
t:omputed as approxim.:~tl'ly ~15-I.CI(HI. wh11 h w .. ul,ll"-· .unortu•·d on ·• pro lorm.1 h.1s1s 
over the five--yt.•.u vt.•-.tinp, pt•nPtl ••I tlw ••pt11 '"' It tlw C.. omp.mv h,,J ,Kcounh•J lor th••:o.t.• 
plans in al·corJanct• w1th ~F t\'-. :\co I~'· tlw 1 <~lllJ'·"'\ 'nt'l !,..,., lt~r tht• , .••• 1r ••nth-J 
l)(lccmht.-r 31.1~ wouiJ 1Mvt• llh r•··l'• d ,,., l·•lloo\\' · 

Net loss lor t.h• Y''•lr ,.nJ,.,J ! l,., •·mt~·r \I. 
1996 

1\s 
Reponed Pro t=orma 
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I. 

A , 11mnt.try ,,s tht• -.!.stu' ••I tlw t , '''11'·111\ '·It •• 1- ''l'll••n l'l.m ,\! I >t•t't•ml>t•r \I. f4lln '' 

prt.>scnt~Jd in th,• f, 1ll< •wmg l.tbh · 

Outstandin}; .1t Pt•u•mbo·r "\(. ,,,,,·, 

Grantt>d 
Forfeitt•d 

Outstandinl~ .lt l)t•n•mb• ·r <I. I''''" 

8. RELATED-PARTY TRANSACTION~ 

0.110 
:;o~ •t;; 
I :>ll ~.;· 

\51. ~tK 

Weighted 
Avcragt> 
a•ricc Per 

Sharl' 

~ (I 

I ,:!liO 

' • .20\1 
1,,21)(l 

following tht• rt'\·aplt.Sh.I..Jhon 11f \ 1< I· 1 '\ .. r.· ··> lllkrl~.-.1.·, .md ~K I· ··nh•r.·d mil',, 
r~volving credit agn't•mt•nt .sml n~>l•· "I' t" >.: .1111• ·,Ill Ill ln. l11d• ··I m mtt-n•'t 
<:>x~-aftilic\ll' fur ,h•• ~·l·.u ••nt!nJil,., ··ml ... ·r ; l I ''"·I .u.· mh·r•·-.t ,·11:.1.-. til .tppnlxtm.ttdy 
SlM,tJOU inrurn-d by MCE rl'l.tkd t•• ltw. ll••l•· ln•••tllh'• 1111n wtth tilt' Cump.m~··, 
purcha5(' of JnterRL-d(.-..·'s inh'fl'~t m \H. I ( :--.., ·!•· II. tlw ( • •mp.m\· .s...,unwd t}u-. n~>h' 
parable to lnterRedl'('. For tht• lour m••nth' o"hl•·,! ·\1•nl 'P. 1•~<1~ .. mh•n•:-.1 tlll!lw nok 
pa)'able was forgiven .lS pout ot tlw ,,,h· I >unn~: tlw "l~<, .... , .. r l'••noJ, tlw noh· ,111d tht• 
related interest ~X~'ru;(' w~·n· t•hmul.l t. ·d I• •r , • •II'>• •l1.1.1111•n pu rpo'>t''· 

Thl" current portion of long-tNm dt bl ,\I I l,·, ··ml•o·t \I. I'''~'• llh ludt•' rwh·~ dut· !(• l<•rnwr 
stockholders of MCE. Tht•st• ntl!t''> wc•n· rt·l'.ud. '' 1th mlt'rt·,t. m l''"~t>. 

lTC Holding occasionally provtdt•'i ,·,•rC.un .tdllliiH">tr.•tt\'o• wn'h t''>. su< h ,,., lt'!~.ll .1nd t.lx 
plaMing services, for tht· Company Tlw I .... ,,,., !111''>1' 't'r\'1\ ,., olft' dl.lrgt•d to tht• 

Company based primarily on thl' !'>.liMit•' .lthl n·l.1t•·.l '''1'''11 ...... lo~r • c·rt.un col the· II< 
Holding el<ecutives and an estirn.stt- ol t}wu '"'"' ··t···nt . '"I''. 'Jt'• h 'I'''' sll, 1. • tlw 
Company. rrc Holding also Jt.,, .. , ... 111111<' •• , •••• , .... lh·· I t<IIIJ'·IIl\' Ill \\',·~! I'< lUll. Ct'(lf)~l.t. 

For tJw ~·rind !rom ltlt't•pllon (M.ndt 10. ,,,.,.,, thr.•t~,:h I },.,,.rnl'<·r .'\). I'NS .Hhl tht· ~·t•.u 
t•n~h·d Pt•n•mtl\·r .11. I Wn, tJw : . .'omp.sny r •.. , '•r.l• ·d S 1 .111111 .md S.:?·UKlO tn sdhng. opc•r .ltaons, 
t~nd c~Jministra.rive expenses rdatl•d to tht'''' wr\'1• , . ., In t!w ••pmll•ll ol m.m.,1~t·nwnt, tlw 
methodology used to calculate th~· c\mount-. 1 h.tq~t·,Jt. • th·· < ••rnp.m~· '" lt'd'>llll.lhll•. 

C<.'rtain of ITC Holding's otlwr wholly owawd '•r m.,,. •fll\ -ow nc ·d -.sth,ldl.lrh'' pru\· tth• tlw 
Company with various servict.>s and/ or tt'\'t'l\'t' "''\'It,., f'll'nd~·,f b\· tlw ' 1 •snp.uw lh•''\' 
entitie:. include lnterstatl' TeJephont• C(mlp,,m· .uhl \',,f),.,. I,.! 'l'h• •n•· <. '••mp.uw. wh1dt 
provide local and long~i.stanct• h•lt•phmw wr\'11 ,., I l,·Jt.•t .•m. ln •. whh h prtt\'IUt'' 

long..di.stancc and rddtl-d !>4.•rvil't•s; lnh'n .111. ln. ''hr. h )'r••' "'I'', nnt.•n•Jll•' ,·.allm~~ 
services; dnJ lntt.>r5tdt~· Fitl\•rl\ll•t, wlm·h 1,.,,._.., '·•l'·H 11\ "n • •·rt.11n ••I 11-. ftl't·r TPUI•''- II l 
Holding also holds t"-JUity invl'~tml'nt!o in t}h' I·•II••WIIl): o•flllll•'' \\ "" ".~ •• l>u-.llh'" With 
the Company: lnterCt!l. Inc .. whtt·h pr••' .. ,, . ., • ..tlul.u "'" ~< , • .,, .111.! \hn.f'-lpru1h 
Enterprises, Inc. ("MindSpring"), wh1, h 1' ·• r•·>:" 11.11 pro •\ 1.l•·r ut lnto•nwt ,It,,..... In 
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II 

managt>ml•nt'~ npmwr •. tlw t <•lllJ'·II \\ ·. tr.lll ' .. h 111 •II'• ' ' 11h tfl, .. ., •• lf!lli.•h·.i •·nt •tw .. ,u,• 
gE-nerally rcprl"St'nt.lttn• 11t .urn .,_ t.-n,:lh 11.11"--~< '"'''" 

For the period from inl"t'phon (\l..lr• h Ill 1""-'ltiH<'U):It I~,., ,.,nh,·r \L Jlltl:i .mJ trw ~-t·.sr 
ended December 31, 19'Hl, tht• Con•p.un- r•~ <'I\ .-.1 .... -n 1< , • ., lr••fll 1h, • .,, •• tlhlt.111•d <"Utllll'.., m 
thl' amounts o( Sl4,(Xl0 .mJ ~x.oou. r•·"l"'' II\ ··h. \\'Ill• b '' ,. •··II··, h·,lu\ "·llmt~- • lJlt'f,ltllm• •• 

and administration expL'nSt•s m tlw ( <~lllJ'·'m ... ''·•h·lllt'llh · •I<~J''''••\1111\., In ,tddllltlll, Ill 
1996, the Company Tl'l"l'l\.'l'd ~t'r\'lll '' I T••lll tho · ... ' ·''I" 1.11· d ''Ill lilt'' 111 th·· ,1111\lUI\I o/ ., ll,lltlO. 
which is refll'Ctl'd in frdd ,1nJ lt•dulll .II ,., I'''""' .... m tho· l , •lllJ'••Tl\'. " .. l.•lo·nwnl 111 
operations. At Decemht•r) I, }4'-15 .md ]''"''·.I Ill• ounr.. f'·'' .• hlo· lnr tlwo,,• <;t'T\'11 , . .., ••I 
$158,000 and S7,()(X), rl'SP'-'~ tivd~· .• 1rt· ,,., ,,,.J, ·d utlho·l · •mp.111\.-., l>.tl.HHl' .,h,•o 'l'o ,,.., 
accounts payabk"-alfiliate. 

In December 1996, the Comp.:m~· til\ ,-.. It'd -:.:l.llllll 111 .1n .IIIJ'I,llw , , •· • l',\'Jh·d h\' I I l lloldmg 
ami several of its subsidiaries .snd ••tlwr ,tllllt.Jt.-,1 o•ntttlt''> 

Amounts reflected as advancl's to .JIIdt.llt' .11 I 1,., ··mh•·l H. Jilt(, .111d wludl Wt.'Tt.' 
outstanding for lhe majority of )41/h ro·pr•·..,··nl ,.,,,.,.,lund., i~tliTI tlw '"'u.mn• 111 tlw 
Comp.my's cunvertiblt.• prt•ft•trt'd ... to .. ~ Will• h I\,.,,. )Jl,IJ!t•d '"II ( . llt~ldul}~ .tl olll ,\Jl!IUtll 

intl·r~t rate (,1( 7%. Tht.• Comp.tny Tl'< '·r·l··~ftnlo ·r.· ... t Ill<' 11\lt' (If olppr< 1\.llll.llt•ly s I :!.tl(ll) .lnJ 

$274,000 for the period from lO(\'Pli"n l \t.tr. h Ill, I "'')l thrnul~h I lo·,···mhc•r '\I. 1445 ,llld lnr 
the year endl'd December :n, 1 Wh. ,, • ..,,,,., II\ • ·h. "n tho . ..,, .... h .. u,. , ~. nl which 
approximately $12,000 and $1,000 '·' rl'/),., (to,) •• .., mlt·r··-.t r• ·• ••r\·,!l•l•··-,tfllii.llt' rn tlw 
accompanying balance shl'cts as ul [J,., o•rnho·r "\I. I''"' .tnd I ll4c •. n·~pl'divt.•h·. Th•• 
advances were repaid in Dt.•c•·mht·r I"'''' 
An affiliate of the Company prc'<-, • .,..,,.d P·'~· m,·nt., tor tlw l Prnp.1ny during 1 ~5 /\mount ... 
urcluded in accounts payabh•-.:llllh.ltl' rl'lll'l t .Jm••unt .. nln·d to tlw ,lffih.th• for 
rei.mbursem ... nt o( these pcl}'mt.•nb .J~ of I>··· o·mh,•r "'J. I qq:;_ n,.. ... , . .1ffi11UI1tS Wl'fl' n•p.:~iJ in 
1996, and tht.• af£ihatt.• is 11<l lnn1~•·r pr<>< , • ...,11\)', 1'·'\ nwnt.., 

R(.'Jahves of lhl' stoc.kholdt>r~ of lTC ll11ld Ill/, .H•' .. c ... ~huldt•ro, .md t'ffil'luy<'l'' ,,f th,• 
Company's insurance providN. Tht• "l .. , .. ' h..r):•··l ,, ' till' (_ ( •mp.m~· fur in~urcln~·t· ~··r\'1((."'> 
were approximat~ly $86,000 anJ S "~>.t ldtJ 1o •r 1 h·· \ o·.u <'tldnl p,., •·ml"·r 1 I . 1441'1 .mJ f, •r tlw 
pl•riotl from in•·•·phon (.\l,trdt 10. l'~<fq tbr .. ur.h ,,,., ··utl.,·r If. I'"(;_ ro'"l''" ll\'d\ 

In 1995, ar. affiliate constr~o~ctl'd f1hc.•r ro'Ult'" ••n bdl.lfl,,l tlw t nmp.my an Au~urn, 
Alabama. The Company mlt.'nd~ h> .lo•v,·I••J' lh·· :\uhm11. :\l.Jh.tm.J, .w·,, l'l tlw lutun•. 
ho\1\,'t'Vc.>r, sinn• thl' (.'Xd4't pl.tn' .tnd C lllllllf, t. •r ,J,·\ ,.], ·1 •rn• ·nl .u.· un. <·rt.un. th•• ( 1 1111p.m\· 

ft'I.'(ITdt•d tht.• Sto:!_ttl() l'U~I!> ol ~ tiO.,ItiJt 1111/'. I h, . .,, · r · •Ilk' ·I' I h ·ld .1nd to'\ hilt~ .d <''-J'<'I1"1' lt>f 

tht• l'aght months ende~ I h'\'t.•m~·r 'I , I'"'" I h1' ·'"'"·'"' ·''"" ptt>\ ,J, d u•rt.~m 
~nr.~rirlg and construction-rdoJtt-J rn.lll·'>:~"nh·Jll "''r\ 11 , . ., t.' llw Ct~mpoJn~· in 11/9,:) Tht' 
Company was not biJkd fur th,·~~· ..,. ·n" , .... \\ h" h "'' · ,•-.IJm .• r,·d tn h.w,• .1 \ .1/u•· .. t 
dpproxamatl!ly S.SO,OOU. 

Tht.> chief ext>C'UhV<" ,1fhn•r ,,f o1n .llhh.tt.- ..,,.f\'1'<1 """ ,. ltd\· I~,, lq~.~"' ,,.., prt·.,rdc.•nt .md chit•f 
cxt't'utiv•• offKl'r and as.-. dan"' lctr "' til .. { • •rnp.un I J,. ,,.n o·.l 111 h ... • •'P·•··''" '" chwl 
l'lU."\'UtiV\• ofhn·r ,.)nJ prt•.,tJt•nt t~llh•· • . •til}'·"'\ .ot IJ~t· r··•tU•·"t o•l tlw ( ••mp.uw .111d I'll. 
Huld1ng dn~ n'<t'IVt•d no ('ompen.,.lllt •n C '' •Ill th. · l • •1111'·'11\ t. •r th•• \.,.,, r t•nd,•d 
~~-l·mbt.-r 31, 1996. Ht• resrgnt•d .1~ ,ln\'1 •. ,, .• uti\,. "J 1" .-r .wd pt•·-.tdt nt pf tht• Comp.my 
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dfl'Cth·t• Fcbru.sry .:o. I 'M7. I h·· \ ,, hw • •I '"' "·1' " • ., I'" •v~<l• ·.1 thr• •u•~h h·l•ru.tr\" ~0. I ~l•f;' 
is estim.1t~d to totdl.lppro'lo.un.llo'h ':>.) llldtl 

9. SUBSEQUENT EVENTS 

Stock Option Plan 

On January 21. 19Q7. tht• "'mtwn-..aln •n , ••lllltllll•··· ,; llw j.,o,lf.l PI dfrt•d••r' gr.ultnl 
options for 20 sh.nt•!lo t•l tlw <.. ••mr•.m,·' t•rd··•r···l '" •• I. untlt-r tlw h·rm!lo ••I tlw ~hi\" I- Optaun 
Plan at an exerciSl' rnl"l' '•f s 1,.:?00 Jll'r -.h.lr<. 

Private Equity Offering 

In February 1997, thl' Comp.my ••lkr .. d ,md .11, ''J'h·d ... ul•-...·nptH•n' tor K.~Nl ~h.trt•<, ol 
rreferred stock at $1,200 pt•r !~ohM•• '( ht• l'f••• .. ,.,h. 111"1 ••I a"ll•lll• t' 1'\Jll'll"t''> ul '>lhjiJK, 

Wl·n• $10,705,402. 

Financing Arrangements 

On May 7, 1997, the Company sagnt•d ,, lt'!h·r nl ultt-nl wtth S<.."At\:A Cnrpnr.stion 
("SCAN A") whereby SCANA will pn•vl•h·llw <. omp.tm· w1th ,, r•·volvmg cn•dat t.Kah~y {II 

up to $40,000,000 (tht" "SCAN A Cn•d11 Lu ric tv ) !P hmd, ,,n,trudaon fur ~·ompkhon t•f It~ 
broadband network in Montwmwr~·. :\l.,b.sm.r, .md <.. oh:mhu~. <.;(•orgt.s, .b wt'll dS up to 
$5,000,000 for expansion into other dtw-.. ,1.1d lnr worl.m1: t·.ap•t.sl. Tht• SCAN A Cn.•drt 
Facillty, which is suD;ect to tl'arhmg •• dt'flnlh\'t' ···~Tt'l'IHI'Ill withm (I(} ddys clOd Tl•n•iving 
certain authorizations and appro\ .tl'. wall tllc•w m• •nt hlv dr.awdnwn,. ol Pt.•twt•t•n S50D.tXKl 
and $5,000,000. lnter~st will an·rul• trnm tlw d.rk .,J,.,,. h dr.1wdown on .sll outstanding 
principal, plus any accrued but unp.ud mh·r•''' ,,, 1::?" .. pt•r .mnum. On Ot·Cl·mlx•r 11. 1'1YM, 
all outstanding amounts including unp.•1d int•·n·'t wtll.sutom..ttlt'.Jily l"onvt•rt to a tl'rm 
loan. payable in quarterly installmt•nt~ II• 1-.· It'p.lld o,·,·r nn nwr•• th.Jn !rvt• p•,us. Thl•tt• i.; 
no penalty for early repaymt•nt SC A!\::\ \\all ,,J.., • r•·· ,.,,.,. w.trr,mh t.• purdl.l'>t' pn•ll'rH•d 
stock in an amount l~Udl tu 10", ol •. ,,, h dr.rw .. t. •wn phh .my mt·r.·nwn!.tl .ttYrut•J intt•rt•st. 
The price of the warrants has yt•t h• h(' dt•l\•rntllll'tl. Tlw Cump.m~· IS Tl'Spnnsihlt• ror lt•gdl 
and filing fees incurred in connt•dinn \\'llh tlw '-'<. :\\J:\ ( n•drt Llfilitv up lo ,, nl.l\imum t)f 
$40,000, 

On May 13, 1997, thl' Comp.my obt..tmt•d ,, ') \,llllll.tlllll hnd;~t·lo.m f.llility from first 
t'llational Bank of West Point (thl' "Bridgt· F.trihtv") t11 pwvtdt• .Hlt..lition.tl h~uaJity until tlw 
SCANA Credit Facility is fully l'Xl'("Ult•d. lnh•rt•'ol wall.tl"t"rUt' .lt tht• rnnw r.lh' (.ls 
announced by SunTrust B,mJ.., Atl.tnt.r) ph..,.:> ... p•·r .umum t•n .dl Puto;t,mdmg prin .. ·tp.JI 
amounts, plus accrued but unpc1iJ mh•r.•,t. lh·· Btadg(' I'Mtllty '" P··~·t~f>lt• on Jt•m.snJ 1.\'lth 
a tina! maturity date o( July 15. lq!J7. 




