
State of J11orida ORIGINAl 

,tmblic 6trbia ~mmmsion 

DATE: Febnwy 6, 1998 
TO: 

FROM: 
Tom Williaml, Division of Communications A ..,Jtl\~ 
Pete Laaer I Division of Auditing and Financial Analysis r I Dtff_, 

BE: Dockcf: No. 980084-11. KMC Telecom II, Inc., Finar.;i.aJ AnaJj~i;" fi . 
App1ica1ion for IDbastate Imen:xchange Telecommunications Service 

Soc•i-.a 364.337 (3), Florida ScablleS, requin:s the following: 

1be comm•ion sbaJJ grant a certificate of authoriry to provide intrastate inaerexc:bange 
celecownnganjclrions service upon a showing that the applicant has sufficient tedlnical, 
fiuwial, IIIII llliJII8C1ial capability to provide such service in the geographic area 
ptvpoted to be llerled. 

Also Seclion 364.01 (3) IIIII (4) lilies tlw: 

IIIII 

(3) 'lbe l ...... m: fUlda t1w. the competitive provision of telecommunicalions service, 
irrbwti"'local e•ctwnar telecommunications service, is in the public inten:st. 

(4Xcl) 1be Commiuion sball exercise its exclusive jurisdiction in order to: (d) Promoce 
c:ompetitioa by eocounain& new erurarus inlo telecommunications markets . . . 

Regardin& lbe sbawiD& of fiiiiiDCial capability, the Finance staff has analyzed the unaudited 
fiiiiiDCial "'"'DJellll of KMC Telecom Holdings, Inc .. the pan:m company of KMC Telecom 
U, IDe. (KMC), for lbe year ended November 30, 1997. An audit could change one's opinion 

ACK ---of lbe CCl'Dp'ny's fialllcial condition. As the attached schedule shuws, KMC has ldequale 
MA liqujdity but. reporu I low common equity ratio and negative nc:t income. 

APP ---. ID tis matter, KMC iJ utina for 1 cer1ifteale tu pruv1dc IX<· ::.crvu:.e .... ..aff DOleS the limited 
CAF - ---naDJ.re of lbe application. ,:or purposes of sranting a certificate based on the fU11DCial 
CMU -------iDfonnation provided, lbe fiiiiiDCial capability appears marginal. 

c If~ 
EAG __ "'Aithplgb ID lllllysil of lbe fU11DCialstalemcrus reveals the applicant !s in a marsinaJ fUIIDCial 

position, lbe applil:am lllaU to ill fiJIIlDCial capability to provide and maintain the proposed 
LFG telctrommnoications servk:e by 1101.i1J8 lbat it has access to capital through its parent company, 
LIN _.wbicb, io 111m, bu u:aa to fuDds from AT&T. The pan:nt company has provided a guuanry 
OPC for die fioancjll nhliprinrw of KMC. Bued on this showing. the applicant appears to meet lbe 
RCH fiiiiiX'i•1 capability "'""•n:l of Scctioo 364.337, Florida Statutes. 
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DOCKET NO. 880084-Tl 
DOCKETNO.~~TX 
KMC TELECOM II, INC. 
IXC CERTIFICATE end ALEC CERTIFICATE 
FINANCIAL ANALYSIS 
ATTESTATION DONE 

FROM UNAUDITED FINANCIAL STA"IEMENTS 
ON KMC TELECOM HOLDINGS, INC .. THE PARENT 
COMPANY OF KMC TELECOM II, INC 

CURRENT ASSETS 

CURRENT UABIUTIES 

CURRENT RATIO 

CASH 

COMMON EQUITY 

TOTAL DEBT 

PREFERRED STOCK 

TOTAL INVESTOR CAPITAL 

COMMON EQUITY RATIO 

NET INCOME 

RETURN ON EQUITY 

YEAR 
ENDED 

~BEft3D. 1997 

29,164,347 

22,611,106 

1.29 

23,061,976 

25,467,579 

79,446,313 

0 

104,913,892 

24% 

(15,280,915) 




