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TC99-009 
RECEIVED 

~t.·. . ~ 
SOU- ..A(O'T A. ;,uatJC 
U'1'1L 71.a :;oMMiSSION 

Re: Joint Application ofCllcny CommUIUCabQQI lacorp!X1IICd, WAXS, hE., Mum 
Group, Inc. and Maxx.is Comn:umlcalioos Inc. for Appovd of Acqu.ilition or Aacts 
and for Assignment of Aulhorization ("Joint Applicarioo") 

Dear Sir or Madam: 

En losed arc I.he origin3.J Md eleven ( l I) copies of I.he Joint Application. Please file I.he 
Application in your usual fashion znd return one (I) file-suunpcd copy IO us in tho encJosod 
envelope. 

Al. " enclosed i.s n check in I.he amount of $250.00 to cover the cost of filing lhc Joint 
Applicatfo:t. 

lf > u hnc any questions or comments. please call the undcrsigJICd. 

Enc. 

cc: Maxxis Group, lr.e. 
(with enclosure) 
Charles A. Hudak, Esq 
(without enclosw,:) 

i;J;p 
Michael K.. Stewart 



.. TC99-009 
RECEIVED 

BEFORE THE 
JMI 2 6 1999 

SOUTH DAKOTA PUBLIC 
SOlJTH DAKOTA PUBLIC UTILffiES COMMISSIOlfTILITIES COMMISSION 

In the Mauer of: ) 
) 

JOI'?' APPLICATION OF CHERRY ) 
COMMUNICATIONS INCOR.oORATED. ) 
WAXS INC .• MAXXJS GROUP. INC. AND) 
MAXXJS COMMUNICATIONS. INC. FOR ) 
APPROVAL OF ACQUlS1T'ON OF ) 
ASSETS AND FOR ASSIGNMENT OF ) 
AUTHORIZATION ) 

DOCKET NO. - -----

JOINT APPl.lCATION FOR ACOUJSmON OF ASSETS 
AND A5,5IGNMENT OF AUfflOR17..ATION 

COMES NOW WAXS INC. ("WAXS). Cherry Commuo1cations Incorporated ("CCr). 

MIIUis Group. ll>l:. ("Mauis") and Maxxis Corrununications, Inc. (" Maxxis Communications") 

(collectively ,he • Applicants" or the "P,ut1cs"), pUl'SUll.Dt to the 5ou''l Dakota S11tc 

Telecommunications Laws and hereby respectfully request approval for the acquisition of a.sseu 

and for the assignrncct. authority. consent llJld approval of the sale and transfer of the 

authorization to provide irurastate, long distance tclecommuoicatioos services within tbc Sate 

of South D.u:ota. as described herein. The Parties respectfully request that the Commission act 

upon this Joint Appli. .:.ion expeditiously ill.llSmuch as the approval sought herein conceros a noo

comrovc:rsial tr.1nsaction between compet.itivc, noo-domUlllllt tc:lecommunications con;j)311iCS. 

In 5upporl of this Joint Application. the P3rtjcs hereby state as follows . 

I. DESCRIPTtON OF THE PARTIES 

I. 

Clicny Communications Incorporated ("CCI") is an Illinois corporation which is 

beadquancmi lll Lombard, lllioois. CCI cur,ently is a facilitics·bascd provider of network 



access. The Commission bas prcviOU3ly gmiu:d aulhorily to ca fur ~ carrier 

service to lbe public &WtWide in Sooth Datora. ID adltilioo.. ca is autboi izDt. by vinm: of 

certi.fication, registration or tariff requimncnlS, or on an unregulated basis. to provide resold 

intraslllte telecommunications services in over 3S SUlles. 1 

2. 

WAXS is a Delaware corporation headquarteted at 945 East PllCGS Ferry Road, Suite 

2240, Atlania. Georgia 30326. WAX$, a publicly-traded compmy (NASDAQ: ·WAXS·). 

pfO\!ides telecommunications systems, products and services to companies competing in tbe 

global 1elecommunicatio11s marketplace. Specifically. W AXS develops. mllllufactures and 

markets wireline and wireless switching, transpon and access services to companies io 1he 

United St.ates. in the Caribbean basin. and in Latia America. W AXS also provides design, 

eoguiec:ring, maoufacturiog, testing. installation, repair and other value-added services. ro 

companies in the teleco.mmunications industry. WA XS does not provide nor is it authorized to 

provide- intra.slate telecommunications services within the Siate of South Dalco1a. l 

3. 

Maxxis, a Georgia corporation headquartered at 1901 Montreal Road, Sui1e 108, Tucker. 

Geor1>ia 30084, 1'las facorporatcd in Janll3t)', 1997. Maxxis, through its subsidiaries. markets 

c.ommuwcations and other consumer products and services in the United StalCS through a multi

level IJUIJ'\:eting system of "independent associaJes" ("IAs"). Maxxis Communications (f/',c/a 

Manis Telecom. Jnc.) , a wbolly--0wned subsidiary of Maxxls, provides lndependenl cootroCIOr 

11n South Dako1a. Docke1 No. TC95-059 for Cenifica.le of Authority 10 provide 
incras1a1e 1elccommunications services effective April 23, 1996. 

1 Additional information regarding W AXS and CCI is attached hereto at Exbibi1 ·A" 
whidl is the previous'.y filed Join1 Application of CCI/W AXS Transfer of Comrol. 



. .. 

nwming services in c:ooocaioo with a.he sale of long di.stance tc1ccommunicatioos sctVices by 

dislallOC services, toU·frtt •300• and ·ss&. long distance services, and prepaid calling card 

services. 

o. DF,.,5CRlYIJON OF TRANSACTION 

4. 

Oil Sqool•r 29, 1998, CCI, WAXS and Mu.xis emaed illlo an Asset l'un:tmc 

Agrecmelll which irovidc:d, inter alia, for the acquisition of cauin 1decocmmmiations 

which is anacbcd bcrcm and incorporated by reference as Exhibit • B •. 

m. MAXXIS' AND MAXXIS COMMUNICAnm.s· OUALIJIICADQNS 

s. 

Mu.4is and its wholly-owned subsidiary. Muxis Coam:nmications, possess all financial, 

wamgC"W aad ~ Qllllific:arioas 110 I ssvy 10 acquire and IO opcntc the me{$ Of CCJ. 

SpcciflCIIJy, Mauis' ml Muxis Cornrnunicariom' qaaliflCltion arc described as follows. 

6. 

tnau.is Group. Inc. 
1901 Moaaal Road. ~ 108 

Them. Georgia 30084 
770-696-6341 

'Ju Fc:bnlary, 1997, Muxis Coon:oruriariMs COdJICto:d with Colorado RivCT 
Coau11111ilalioos Corp. c· CRC; to mub:t ml ,ell CRC's long dimnce SCtYicc:s. 

I 



Tbc axrca name and nddnss of Muxis Communications are: 

Mullis O•mrumicwtions, l.oc. 
1901 MoillJ'Cal Road, Suite 108 

Tucker, Georg,;i 30084 
n~3 

Max.us Communications. a Georgia corporatioo, will file an application for qualificaiion lo 

transact bu.si.ocu in the State: of South Oakotll. Copies of Maxxis Communications· Application 

fOt' a Certificate to lhc Soulh Oak.ola Secretary of State, (to be supplied), CcrtiftcalC of 

locorpo~ and Articles of lncorpol'lltioo arc 11tachcd hereto at Exhibit ·c·. 

7. 

B. Qqgfptfop of Propogd SerYkes, Maxxis Communications proposes tc w.iliu: 

lhc acquired assets to rcsd.l switched, intrasatc, long distance (inu:rLA TA and inttaU. TA toll) 

\•oioc ccmmunicaliom services of certificated common carriers (~.g . • AT&T Corp .. MCI 

Tdccommwucatioos Corp. and Sprint Communications Comp:iny, LP.) for the pwposd of 

providing direct dial c· 1 + ·> 'ICS'Viccs. measured toll service, toll- free ·soo· and ·888· SCtYiccs 

.. prq,aid calling card scnic:cs within the colire Sta1.e of Soulh Dakota. Maxxis 

Comrr.miatioos will not own. lease. comrol or 1D!lall any traosmi~ion facilities (except for 11 

u:tcco,. munica.ioos switch located io Chicago, Illinois) , but instead wiU utilize the existing 

cqwpmc:nl and facilities of one or more of the above-described carriers. 

8. 

MLuis Communications intends to rna.rl:ct the proposed 1elcoommunlcations services 

c1clusivdy 1hrougb Maxxis" oetworlc of lAs. The IAs will market Maxxis Communications' 

sr.rviccs to person·, with whom the: !As bave an ongoing rcwioosb1p, such as family mcmbcrs, 

lfricods nod busincsj awociztcs. NOl&bly. Mum' IAs will DOl be required to purclwc inventory 

and will not b.: 5Ul:;ccl to sales quocas or ac:cowu coUcctioo matters. 



9. 

Mallis COOVDuoicatioos intends to bill its customers dircaly for locg disuoc, 

telecommunications resale SCTVices. 1be charges. blsed upon the raies which will be set fonh 

in Muxis Communicat.ious' .riff, Muxis Communications' name. and itS coll free cclcphooe 

IJUlllbn' for customer llSSistancc will all appear on molllhly customer statcmcntS. ln addicion. 

CU5IOmCt'S may contact MIJlJ[is Cotrununicacions · CIIStomer service rcprcsam:uives regarding a 

broad range of service matters, including: (i) the rypcs of sccvices offered by Manis 

Communications and the r.m:s associl21Cd with such~; (ii) roootbly billing swemcnts; ml 

(iii) problems or concerns pcnaJning 10 the customer's current service. Maxxis 

Commwucations' customeT service rcprcsctlllltivcs will be available to assist customers twenty

four (24) hours per day. sc\'cn (7) days per "'-cdt. 

10. 

C. TlldµrlcpJ And Mannn:t,J Caueblliu. 80ll'I MU.ll is and Manis 

Communic:atioas :uc led by big;tly qualified teams of llWl:lgcmcn% personnel who bave lhc 

requisite technical, fillllJICial and IIl1Ul3getial experience 10 provide long dl$1i.nce 

ldecommuniat.ions resale SC?Vices in South Duoca. Brief biographical StalCITICTU$ conccrr 3 

C3Ch of M.uxis' and Millis Communications' management persooncl are auached ~retO a1 

Ex.bibit ·o• and Exhibit ·E· . 

11. 

D. fln!"dl!I Cape.billtt. As a wholly-owned subsidiary of Mau.is. Manis 

Communications bas the assurance of its p:IJ'Cllt that it will be provided lhe financial resources 1 

oeassary to operate its telecommunications resale business in a continuou.• manner. For the 

period of J1111uary 24, 1997 to June 30, 1997 and lhc fiscal ycu ended Junc 30, 1998. Manis 



. . 

gm:ratcd aggrqa:e revenues of appro.wnaicJy $2,691,000 and $6,991,000, respectively.• 

12. 

E. Compijpgq Witb Lam. Mauls C 'lllllunJ\. 'Uioos h:l.s r.ot been denied authoruy 

IO provide intraswt cclccommunic:atio services in an/ swc .•ad has not been subject to uy 

regulatory pmallies for viola!ion of state or fcdcrul r :l:commulications swutcs. rules or 

rcguw:iom (e.g .• slamming). Copies ofMauis Comminications' intcrmJ guidcliDcs to preve111 

slammillg and proposed ictta of 11111.borizatioo arc arucbcd bcrcto at Exhl'bit "F". By submitting 

to the Comrnissioo's jurisdictioo for approval IO acquire the assets and lO assign tbc authorization 

discussed herein, Manis Communications bcttby a5$CT1$ its willingness and ability to comply 

wilh all rules and rtgUlatiom mar tbc Coolmission tm.t impose subjca to Sw1h Dakota IAws 

as IIOW or bcrcafter Cll2.CtCld. 

IV.~ 

13. 

Exhibits ·A·. ·a· and "F" coown OOCI11DaCial iniomwion whlch is proprietary due to 

lbc highly compctilivc ~ of tbc tckc:ommunic:ations marketplace. The Parties deem ~ 

ahibi" to be prop."icwy. Accordingly, tbl' t: cxhtl>its arc being subm1ncd to the Commission 

subject «> confidential treatment. 

V. PUBLIC INTEREST, CONVENIENCE A.NP N'§Cf'$$JTV 

14. 

Commissioo aoproval of Manis acqu1sitioa of CCl's and w AXS · asscu. and of t.taxw· 

subsequent transfer of certain asscu to Max.xis Communications. is in the pui>lk interest. 1bc: 

'A copy of Manis' Securities aad Exchange Cvmmission Form 10-K is auacbcd 
hcttto at Exhibit ·E- . 



mfmioo of CCl's and WAX;,' ~ in10 Max.xis' and Maxxis Communications' ex.isling 

opcntiocs will allow Manis Communications to compete in the South Dakota market for long 

distance !decommunications services. South Dalcota consumers will bendii from the availability 

of incruscd long distllncc u:lccommunicatioos products and service options. 

Vl. REGULATORY LEGAL l:OMMVNICATl<>NS AND CORR.F.SPONDENCE 

I 5. 

Muxis and t.2llllis Communications: 
Qwlcs A. Hudak. Esq. 
G<:ny. Friend & 5a!>ronov. LJ.P 
Three Ravinia Drive, Suite 1450 
Auama, Ocorgia 30l46-2131 
Tel: 770-399-9500 
Fax: TI0..395-0000 

WAXS: 

CCI: 

Robcn C. Husstc. Esq. 
Rogm & Hardin. LLP 
2700 lmanational Tower 
229 Peact:t.rcc Street, N. E. 
Allarua. Geo.-gia 30303 
Tel: 404-$22-4700 
Fu: 40$.-525-2224 

Richard Heidcclcc, Esq .. L.C. E. 
One ::,f Cherry Communicatioos lncorpor.ued's Anomeys 
Cbmy O:nnmunications lncol')Y'r.ned 
1919 South Highland Avenue, Suite 129-D 
Lombard, Illinois 60148 
Tel: 630-268-6620 
Fax: 630-268-6898 

VD. CONCLUSION 

J 6. 

\VP.EREFORE, the Panics respectfully request that this Commission: 

(l) Issue an order approving this application in au rcspeclS. including without 

limitation the acquisition of CCl's and WAXS' assets by Manis a:id Maxxis Communications. 

I 



f 

as described hcn:in or ..a the exhibits a1w:bcd hereto; 

('2) Issue an order approving the assigmne:at. authority, consent am approval of the 

sale and uamfcr of CCl's existing authorization to Mullis, and subsequently, to Mnxxis 

(3) Grant any other nnd additional relief that the Collllllission may deem just and 

Respecdully submitU:d this_ day of 1998. 

By: SteV:::om, ~ 
WAXS Inc. 
94S East Paces Fcrry Road, Suite 2240 
Atlmta. Georgia 30326 
(404) 231-2025 

By, :!:fi~-
Cheny Collllllunications Incorporated 

_?:J,.......,~ Pacxs Ferry Road, Suite 2210 
rgia 30326 

-Thomas 0. Co 
Manis Communiea:t • 
1901 M:>ntreal Road. S!Jile 
Atlanta, Georgia 30084 
(770) 696-6343 
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mom::c· 
rteun COMMUNICA'IIONS. INC.'S APPUCATION FOt A CA•WCAD Of 
At1IJIOIID'. TI> 1JlANSACI 1VSINESS JN DIE RATE OF SOUIJI DAJWrA., 

, •• nnCAD Of INCOV'QIA1JON (WJJH CQ(JFICATE Of NAME CHANCE} 
AND AB1JQ.fS Of INCOVOMDQN 

(APPLICATIONS FOR AuntOltllY TO B SUPPUED) 
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' 
Secretary of State 

Coq,otdons Division 
Suffa 315. West Tower 

2 llaltfn Luther King Jr. Dr. 
Atlanta, Georgia 30334-1530 

RBJ,901 MOLLINS JULBY " SCARBOROUGH 
BSIBR HORBNO·BAILB'Y 
999 l"EAC81'RBB ST. , STE. 1400 
An.ASTA, ca 1010, 

uocur aaon , ,nnosn 
OAWJITlftn, nosa,s 
a»IICtlVS DA!S1 o,12s11, ,, 
a:DFIM9 I s 0077 
nDI' l:aD I Ot /25/1"1 
l'C:ml Wllllllt , '11 

I, Levis A. Hassey , the SecTeta.ry of State a.nd the Corporati on 
o:sn:s e ,ioner of the State of Georgia, do he.rehy certify wider the 
aeal o f r,,y o ffice th.at 

MIDTS TWLKCCII, DIC. 
A DC.-&SUC PROVIT COJU>ORATZON 

ha.ai filed a rtfcle• of amendment in the office of the Secr etary of 
State changin•i. its ~ to 

HIIUS CCl'ielliionOIIS, me . 

and bas paid the required feea as provided by Title 1 4 of t he 
Offic.i&l Code of Georgia Annotated. Attached hereto is a true and 
OOLLb."'t copy of said articles of' •mendm-..nt. 

fltMEIIS fll'f h&1'rl and o f ficial seal in the City of At lanta and the 
Sutt o f Georg1.a on the date set forth above. 

,, . . 
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AJmCLESOF AMENDMl!NT 
'l'OTBB 

AJma.lSOFINCORl'ORATI.ON 
OF 

MAXXIS TKIECO~ INC. 

L 

1be mmc of lbccapo.a!ioo is · MAXXJS TELECOM. INC.· ~ ·eorporatioo"). 

D. 

Enu:ti.-e tbc dale ben:of, Artic:Je Oae o( the Articles of locorp«ation or lbc Coip>ntioo 
is 111 e 11tcd bf dtlc1q A.Ride Out ill ia cniruy and suh51imting therefor I.be ftillowq: 

'"1'bc name of me coq,oraiicm is Muxis C«nrnuoicarions, Inc.• 

m. 

1be an:, 1doc., cominrd ber= was cf.aly adoplcd by OlllOUDOIJS written c:oose« of lbe 
Blmd of Diu.aus of the 'eo.pcaioo dated r.6 of Sepcernbcr J!i:.. 1998. Parsuam to Sc~ 14-
PLOO:Z of die Georpr. &ail- cs Coq,oaatioD Code, sbueholdc:r aaioo with rcs:pect tO ibe 
Hill 1 N Cf WIS DD( lup1a:l 

·' IN WITNESS .VBEREOF. tbc Corpoatjoo 1w caused these Ankles of AmcDdmclll to 
be e.#iiif>fd bf ils daJJ MillA i ml officer this ~ day of Sepcernbcr, 1998. 

... ~ ... 
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CKkl IFICATE REGARDING 
REQUEST FOR PUBUCATION OF 

NonCE OF CHANGE OF CORPORATE NAME 

Tbc Wldenigncd offic:u or MAXXlS TELECOM, INC. (me "Corporuion"), a Georgia 
c:orpcatico. does hereby verify lhlt • request for publiation or • notice or inlcot !O file 
utidcs or IIIDCndmcn« to dwJgc the mmc or the Corporatioo aod payuient therefor has been 
made u required by SCdioo 14-2-1006.1 of the Official Code or Georgia Annowed. 

IN WITNESS WHEREOF, the uodcnigocd does hereby set his~ this El day of 
SeptrmbeT, 1998. ' 

~~ 
Its: Sea'CIUy 

• 

~· -

.. 

--·~, .. ;;. =--.. ... ........ ~ . .. . 
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§ecretary of §tate 

Nusinrss ..vnformation anb §rruicrs 
CON'i'ROL IIUKBER: 
rrncrrn n,.n : 
COONT'I 
l\.lftRltNCJt 

'705135 
02/17/1''7 
"11.TOlf 

1 §uitt 315, ilhst C!tower 
2. .illnrtin filutqer ~mg ~ •. ~ •. 
Atlanta, C!ieorgin 30334-1530 

NELSON MULLINS RILEY" SCARBOROOGH 
l?ETER C. QOITTMEYER, ESQ. 
l.201 PBAr.RTREB STR.E6T, STE 2200 
ATLANTA, GA 30361 

PRil'IT OATS 
FORM .Mal Elt 

00,1 
I 02/17/;.,,7 

Olll 

CERTIPICA'I'.E OP INCORPORATION 

I, the Secretary o! State and the Corporation 
Cocmdssioner of the State of Georgia, do hereby certify under the 
seal of my office that 

. . KAXXIS TBLRCOM, INC . 
A DOMESTir PROFIT CORPORATION 

h.aB been dul y incorporated under the laws of the State of Georgia 
.JD the eff~ctive date stnted above by the filing of articles of 
incorporation int.he office of the secretary of State and by the 
p.i.ying of fees as provided by Titl a 14 of t he Official Code of 
GeQrgia Annotated. 

IOTN2SS art hand and official 3eal in \:he City of Atlanta and the 
State of Geot"9ia on the date set forth above . 

-. . ,;·- -:--.,-~ 1, .....V~u~ . ,, , ~ ... 
~ -~. 



. ARTICLES OF INCORPORATION 

OF 

. . . . - . . ' 

ARTICLE I 

The name of the corporation is "Manis Telecom, me.· 

ARTICLEil 

Tbe corporation shall have authority to issue not more lhan 1,000,000 shares of 
apibl SlOCk. 

AR'l'ICLE ill 

The SU'CCl address a.od county of the initial registered office of the corporation is 
1201 Pezditr= Street, Suite 2200, Atlanta., Ge<>rgia 30361; the registered office is in 
FuJflla Qiunly. The initial registered agait of the corporariou at such address is Peter 
C. Qaimneyer. 

ARTICLE IV 

The name and ~ of the i.Dcorporator is: 

Pelef C. Quittmeycr 
Nelson. Mull.ins, Riley & Scarborough 
400 Colony Square, :Uj1e 2200 
1201 p~ SlJttt 
Allanta, Georgia 30361 

ARTICLE V 

The m.iling address of the initial priocipal office of the corporation i,: 

11205 Alpharetta Highway 
Suite G 3 
Roswell, Georgia 30076 

- -·~ ... '\ .,. - - "4-- •• • • 

. I 

- ·- -
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ARTICLE VI · 

Tbe initial Board of Dircclors sh.all consist of Three {3) members. 

• • • • • • • f •• • ••• • • • • • • • • • • 

·~· ;:.~.:·:.: :.:;;. •_; :· · ... ·. :< .. ·:"~: :. ~·. !, \ '· -~· ,._ :.': .. :~ .~.LE-~: .. =.: : .· • : :'- ··.:· ,,.';, . ·: ,,, . ~ •• : ... : ..... ..... .': ," .: ·:. '1\ • ~:,:::}. 
: • .. • ;..., • ' •: \• • •' ',•• I • • • ., • : • ' • • • • • 

'·. : ~ to S6:ti~o t4-2-70i of thc :Geotgii·Bus~ess ·Cd~ratio:ri. Code; iny 
action required by :he Georgia Business Corporation Code to be taken at .. meeting of the 
shareholders and any action which may be w:cn at a meeting of the shareholders may be 
takl::n without a meeting if wrincn consent, sc.ning forth the actio:i so taken, shall be 
sig::>cd by persons who would be cntil.led to vote at a meeting those share~ having vorlog 
power to cast not less Ihm the minimum nwnber (or numbers, in the case of voting by 
classes entitled to separate vote) of votes that would be oecessary to authorize or take 
such action at a meeting of shareholders at which all shares entitled to vote were pr~1 
and voted, subject 10 the limitations and notice rcquircmentS of Section 14-2-704. 

ARTICLE VIII 

No director of the corporation shall be personally liable 10 the corporation or its 
s.?wcboldm for monetary damages for breach of !he director 's duty of care or other duty 
as a dire<.1or, provided, th.at this provision sball cli.m.ulate or limit the liabil ity of a 
dim:tor only to the cnent permincd from time to time by the Georgia Business 
CorpoT"ltion Cede as amended from time to time, or any law governing S'.ich mattCTs 
~ replaces :he Georgia Business Corporation Code. 

IN \vITNESS WHEREOF, the unc rsigncd bas executed these Articles of 
Incorporatic as of the 17th day of Feb , 1997 . 

. Quittmeyer, - q. 
Incorporator 
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S,.cntary of State 
aai.smr.sJS lnf11J'111&tion anh lihruicr.s 

hitr 315. llt.st ~owrr 
2 autitt iiutlyrr ICmg Jr. Dr. 
Mada, &sn-gia 3ll.l34·1531J 

IYLC fRIStll 
l201 P'TREE ST 
STE 2100 
AnANTA GA 30361 

RESEllVATI ON NWl8ER: 970,10 .. 11 
02/!0/1997 
05/11/1997 

Eff(CTlvt DATE; 
(X-PIRATIOII DATE 
LI CCNSE NUll&ER 
CONSENT ON FI LE 
PRUIT DATE 
FOM NUl\BER 

: N/4 
N/4 
02/11/1997 

: 506 

NAl'IE RESERVATION CERTIFICATE 

I, the $.ttreury of State of the State of G~crgl3, de hereby certify undu the 
sul of ay office that the records of the Secretary of State ha ve been reviewed 
and t.he r..-

llAXXIS TELECOI! , INC. 

It not Identical to, and appears to be distinguishable from, the nue of ;any other 
existing entity on file pursuant to Title 1i. of the Official Code of Seorgi.i 
AnnoUted. 

This ~ertiflcate sha ll be valid for a nonrenewable period of ninety day$ frClCI t he 
ate of this cutlflcate. Pluse subrilt this origin•! certificate with any 
subseque.nt formation filing. 

11- reserv•tlons arc not rene,,,able after expi ration of tho statutory reservation 
period aU4 d above. 

-I,,~ ~ tl. Al~ . 
~IS ,. l'IJ.SSE~~I' ~ • 

SECRETARY OF STATE 

.......... ...... ...... -
.. 



u won,cu 

NELSON MULLINS RILEY & sc,.RBOROUGH. L.L.P. 
A U e:asTOIO UlidTlD UU-1\.ffT tAlf...UMJ,- UICJ..Vlf.tJfC N oruJM)NAl. C'OU'Ol,TtOlt.l 

lt1'Wl M. l'USOI 
UCIALAr.ln'Alff 

(004) 117-4117 

J'll V,S, KllL 

... CCII.OlrT 14W•• • 

"""'-Utl KIC'Wnll STU.ff. M t. 
ATLAlfTA. c,oac;L\ >OJ'1 ·=-(4001 117-nuco,,n ,_ 1 111-40,0 

February 17 , 1997 

PUlton County O.ily Report: 
Bu.ai.naaa Office 
190 Pryor Str~t, SW 
Atlanta.. Georgia 30303 

Re: K•xx:l a Tel.eccm, Inc. 

Dear Slr nr Madam: 

""'"-----------.-___ ----

You are request ed to publish once a week for two consecutive 
weeks, commencing within ten days of receipt of this letter, a 
notic-- i.n the foll.:)lling for111: 

•NOTICE OP INTENT 'IO XNCORPORAl'E 

l<>tice is given that articles of incorporation which 
inco,--,c,rate Maxx.is TelecOCZ1, Inc. will be C:eli vored to the 
Secretary of State in •ccordaJlce with the Georgi3 Business 
Corporation Code. Tbe initial registered of(ice of the 
corporation will be located at. 1201 Pe.acbtree St . , Ste. 2 2 00, 
F\J.lton Cot:nty. Atlanu, Georgia 30361 and t:he initial 
regi.stered agent at su1:b address is: Pete,r c. Quittaneyer.• 

Enclosed ia a check in the alDO'Wlt of $40.00 in payment of: the 
coat of publication. 

Very truly yours, 

~~Q_-K;l~. F~l sch 

Bncl. 
, , 

cc: Andrev L. Howell 

-- -
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AMENDED AND RESTATED ARTICLES OF INCORl'ORA110N 

OF 

MAXXIS GROliP, INC. 

ARTICLE I 

The D11I1C -Jf I.be corporation is "M.axxis Group, IDI:. • lbe principal exccuzive office of 
die 001potalion is 1901 Monaeal Road, ~ 108, 'l\1cw. Georgia 30084. 

ARTICLE II 

TIie corponliou sball have authority to issue aot more than 30,000,000 shares of capital 
stock which shall CODSist of: 

(i) 20,000,000 shares of Common Stock, ao par value per share (I.be · common 
Stock"); and 

(u) 10,000.000 shares of preferred S10Ck. DO par value per share (I.be "Prcfc:m:d 
Stock"). 

A. Common Stocic. 

Subject to all of I.be righls of I.be Preferred Stock _as expressly provided berein, by law 
or bY 1bc Boaid of Directors ~ to this Article 11. I.be O:lrnmoo Stock shall posShs all such 
iigbl.s lad privilcgc:s as arc afforded to capital stock by applicable law in I.be absrnoe of any 
e:qircss gnm of rights or privileges in I.be Amended and Restatr:d ArticJes of lDcorporation. 
inc:ludiDg, but DO( limi1ed to, the following rl- and privilcgcs: 

(i) dividends ID.I)' be declared and pa.id or set apan foa· payme:m upon die C 0@il'D 

Slack out of any Q.SSClS or funds of I.be corporation legally avaibblc for dx: payment of 
~,idc:ms; 

(iJ) the holders of Common Stock shall have I.be right to vace for I.be eJccsioo of 
di!u:tors lad on all olhcr mam:rs requiring shareholder action. each share being eotidcd to ooc 
vote; and 

(Iii) upon the volunwy or involwttary liquidation, dissolution or winding-up of I.be 
corporation. lhe net asselS of the corporation avamblc for disuibution shall be disLnl>uted p~ 
rata to I.be holden of the Common Stock in ac:ccrdance with their respective rights and interes\s. 

B. fn.~. 

ID addition r the Common Stoclt, the corporation shall have I.be authority, exercisable 
by its Board of D~ors, lO issue up lO 10,000,000 shares of Prcfem:d Stoek, any pan or all 

-
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or which shares of Prcfen"'d S1ock may be csiabli.shcd and designated from 1ime to time by the 
Board of Oircciors by filing an amendment lO lhcsc Amended and Rcsulcd Aniclcs of 
[ncorpontion, which shall be effective without s.lw1:holder action. in accordance with the 
appropriJ.1.e provisions of the Georgia Busiocs.s Corporation Act (thc •Act") and any amendment 
or supplement thereto (a "Prefen"'d Stock Designation"), in such series and with such 
pmemices. limitations and n:lalive rights as may be dc1ermincd by !he Soard of Directors. Toe 
number of authori1.cd shlrcs of Preferred Stock may be increased or decreased (but not below 
thc mmbc:t of sh.arcs thereof then outslllllding) by !be affamative vote of 11 majority of the votes 
of the Common Stock. without a vote of the holders of the sha.rc5 of Preferred Stacie, or of any 
series thereof, unless a vole of a.ny such holden is required by law or pursuant to thc Preferred 
Stock Designation or Preferred Stock Designations establishing the series of Preferred Stock. 

100,000 shares of the corporation's Preferred Stock shall be aesigmted "Series A 
Coim:ru1>1e Preferred Stl'Ck. • The Series A Preferred Stoa: shall hlve the rights. prcfercnccs, 
privileges, restrictions , and other maru:n as foUows: 

I. Llquidatjon Prcfercnc.e. 

(a) In the event of any liquidatioo. dissolutioo or winding up of the 
corporation, either voluntary or involuntary, the holders of lhe Series A Convertible Preferred 
StocJc (the "Series A Holden") shall be entitled lO receive, prior and in preference to any 
disln1>ution of any c' the uscts or surplus funds of lhe corporation to the holders of the 
Common Stock by reason of their ow:icrship !hereof, lhe amount of SS.50 per share (:i.s adjusted 
for any combinations, consolidations. stock distrib.utions or stock dividends with rcspec• to such 
shares) plus all decwed or w:umulalcd but unpaid dividends on such share: for e;;ch share of 
Series A Convertible Preferred Stock then held by them and no more. If upon the occ -encc 
of, such event, the assets and funds thus disnibu1ed among the Series A Holders shall be 
insufficient to pcrmi1 the payment to such holders of I.be full aforesaid preferential amount, then 
the entire as5CIS and funds of the corporation legally available for dism1>ution shall be distributed 
among the Series A Holden in proportion to lhe shares of Series A Convertible Preferred Stock 
then held by them. 

(b) In tbc event of a.ny liquidati 11 . d~lution or winding up of lhe 
corporation, eilhcr voluntary or involuntary. ar..i subjec:: to the payment in full of the liquidation 
ptcfae:nc:es with respect to the Series A Convcnible Preferred Stock as provided in subparagraph 
(a) of this Section I, the bolders of the Common Stock shall be entitled to receive, prior and in 
prcfaaicc to any furtl~r dismbulion of any of the assets or surplus funds of the corporation 10 
the Series A H->lders by reason of their ownership thereof, an amount equal 10 the per share 
book value for each share of Common S1ock then held by them and no more. Subject to the 
payment in full of the liquidation prefcn:occs with respect 10 the Series A Convenible Preferred 
Stock as provided in subparagraph (a} of uus Sc.c1ioo 1. af upon lhe occurrence of such e,co1, 
the assets and funds thus distributed among lhe holders of the Common Stock shall 11c 
insufficient to permit the payment 10 such holders of the full aforesaid prcfercmial amount, then 
the e:ruire remaining 15.SttS and funds of the corporation legally available for distribution mall 
be di.stribu1cd among the holders of the Common S1ock in proponion to the shares of Conunon 
Stock then held by them. After payment 10 the Series A Hclders and the holders of Common 
Stoclic of the amounis set forth in subparagraph (a} above and this subparagraph (b), the entire 
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mnaining assets and funds of the corporation lc:gally available for dinn"bution, if any, shall be 
disttibo1td among lhe holders of tbe Common Stoc.k and the Series A Converul>le Prcfcncd 
Srock in proponion to tbe shares of Common Stock then beld by them and lhe shares of 
Common Stock which lbe Series A Holders have the right to acquire upon convenion of ·their 
smres. 

(c) A consolidation or merger of the corporation with or into any other 
corporation or corporations, or a sale of all or subsWitially all of the asseu of the corporation. 
shall not be deemed 1.0 be a liquidation, d.issolution or winding up wilhi.n the meaning of this 
Section I, but .;ball be subject to the provisions of Section 4 hereof. 

2. VOiing Rjghts. Except as otherwise expressly provided herein or as 
mpiix:ed by law, lhe Series A Holden shall have co voting rights oo account of the ownenbip 
of Series A Coovcru"ble Prcfcm:d Stock and shall not be entitled to notice of any shareholders 
meeting. 

3 . Conversion. The Series A Holders sh.all have conversion rights as follows 
(the: ·conversi.:>n Rights·): 

(a) Rjght 10 Convert. Each share of Se.ries A Convertible Preferred Stock 
shall be convertible, at the option of the bolder thereof, at any time at least 14 months we the 
dale of issuance of such share, at tbe office of ~ corporation or any tranSfer agent for such 
stock. imo such number of fully paid and oonassessable shares of Common Stacie as is 
cl.elumincd by dividing SS.50 plus all declared or accumulated but unpaid dividends oo each 
share of Series A Convenible Preferred Stock by the then applicable Conversion Price, 
dc{.enninui as bemoaftcr provided (tbe ·conversion Pr.cc·). in effect on the date tbe cenificate 
is sunendcred for conversion. The initiai Conversion Price shall be SS.SO. Such initial 
Convcrsi n Price shall be adjusted as hereinafter provided. 

(b) Au;omatic Conversion. Each share of Series A Convertible Preferred 
Stodc that has Ix-en outstanding for at least 14 months sh3U automatically be converted into 
shaircs of Common Stoelc at the then effecuve Conversion Price immediately upon the c losing 
of a public offering that occurs at least 14 months following the dace of issuance a.ad that 
provides gross proco:ds 10 the corporation of at least. $7,500,000. 

(c) Mccbniq of Conversion. Before any Series A Holder shall be entitled 
to coovcn b.is sh.ares of Series A Convertible Preferred Stock into shares o f Conunoo Stock, he 
shall surrender the certificate or cenificates thereof. duly endorsed, at the office of the 
oorpontioo or of any ttanSfer agent for such stock, and sb.aJ give written notice 10 the 
oorpontion at St-h office that he elects 10 convert the same and shall state !herein tbe name or 
names in which be wishes the certificate or cenificates for shares of Common Stock: 10 be 
issued. Tbe corpor,tion shall , u soon as practicable thereafter, issue and deliver at such office 
to such Series A Holder, a certificate or certificates for the number of shares of Common Stock 
to which be shall be entitled as aforesaid. Such conversion shall be deemed to have been made 
immediately prior to the close of business oa the date of surrender of the shares of Series A 
Coovcnible Preferred Stock to be converted, and the person or persons entitled 10 rea ive !he 
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shm:s .,( Common Stoclc issuable upon such conversion shall be treated for all purposes u the 
record bolder or boldtts of such shares of Common Stoclc on such ~le. 

(d) Adjustments 10 Conversion Price. 

(i} 
definitions apply: 

Special Definjtions. For purposes of this Section 3. the following 

"Origjnal Issue Dare• slwl mean the ~le on which a share of Series A 
Conveml>le Preferred Stoclc was first issued. 

• Addjtjona) Shares of Conunon Stock" sh.all mean all shares of Common 
Stoclc issued by the corporation after the Original Issue Date, other th.an sba.rcs 
of Oxrn:ooo Stoclt issued or issuable: 

(A} upon coovcrsion of shares of Series A Converuble Prefetmi Stock; 

(B) to officers, di.rectors or employee of, or consultants 10. the 
corpor.uion. on terms npproved by the Boatt! of Directors; or 

(C} as a dividend or distribution on Series A Convertible Preferred 
Stock. 

(ii) Adjustments for Combjnatioru or Subdivisions. No adjUS1Dlellt io 
I.be Conversion Price o' , panicnl.u slW'c of Series A Convcnible Prefetred Stock shall be made 
Wlless this corporation al any cime or from time to time after the Origiml Issue Date shall 
ckclare or pay any dividend on the Common Stock p3yable in Common Stock or io my :right 
io acquire Common S!Oclc, or shall effect a subdivision of the oulSWlding tbares of Common 
Stock into a grcatU mmber of sharcs of Common Stoclc (by stock split. reclassification or 
odletwise}, or in I.be c:vent I.be outstanding shares of Common ,Stock shall be combined or 
eom:of'ldatcd, by reclassification or otherwise, into a lesser number of shares of Common Stock, 
Chm the Coovcmon Price in effect immcd~ly prior to such cvem shall, concurrently with the 
dl'ecti,cu:u of such C'iellt, be proportionately dc:auscd or incn:ased, as appropriate. 

(e) Other Distributions. ln the event the corporation shall at any time or from 
time to ume m:akc or issue, or fix a record date for the determination of holders of Common 
~ cmitlcd to receive. a dividend or other distribution payable in securities of the corporation 
or my of its subsidiaries OU>Cr th.an Additional Shares of Common Stock. then io each such 
event provision sba1I be made so that the Series A Holders sh1ll receive the scauities of the 
corporation which I.bey would have received bad their stock been converted iruo Common Stock 
on the date of such event. 

: I 

(f) No Impajnnent. The corporation will 001 , by amendment of itS Amended 
UJd Restated Anicles of Incorporation or through any reorganization. tnnsfer of as.setS. 
coa.solidation. merger. dissolution, issue or sale of securities or any other voluntary action, a.void 
or seek to avoid I.be observance or pcrfonnancc of any or lhc tenns to be observed or pc.rformed 
bereuudcr by I.be corpontion, but will at all times in good faith assist in lhc WT)'iog out of all 
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lbc provisions of I.his Section 3 and in the taking of lll such action az may be llCCCSS3I)' or 
approputc in order to protect the Conversion Rights of the Series A Holders against 

(g} Notices o[ Record Daie. In tbc event of any taking by the corporation of 
a record or tbt: holders of any c:b.ss of securities for the purpose of determining the holders 
tbal:of who an: entitled to receive any dividend (Olhcr lhan a cash dividend) or other distnoution 
of: (i) my security or right convcruole into or emit.ling the bolder ~f to receive Additional 
Shares oi Common Stock; (ii) any right to subscribe for, purchase or otherwise acquire any 
stmcs of stock of any clllSS or any other securities or property; or (iii) any olhcr similar right, 
die corporation shall mail ro each Series A Hol,eier at least 20 days prior to the date specified 
dam. a notice specifying the date on which any such record is to be taken for the purpose: of 
sza:h dividend, 11tstnoution, security or right, and the amount and character of such dividald, 
dislri'bvtion. security or rigllt. 

{b) Issue Taxes. The corporation shall pay any and all issue and ouicr tUcs 
that may be payable in rcspca of any issue or delivery of shares of Common Stock on 
conversion of shares of Series A Converuole Ptefcrred Stock. 

(i) Rcscmrion of Stock IssuabJc Upon Conversion. The corporation shall at 
all times reserve and 1..-=p available out of its authorized but unissued shares of Common Stock. 
solely for the purpose of effecting the conversion of the shares of the Series A Convertible 
Preferred Stock, such number of ilS sbatt:s of Common Stock as shall from time to time be 
sufficient to effect the conversion of all outstanding shares of the Series A Convertible Preferred 
Stock; and if at any time the number of authorized but unissued shares of Common Stock shall 
DO( ~ wfficicnt to effect the conversion of all then oulStanding shares of the Series A 
Ccnvcroole Preferred Stock, the corporation will take such corporate action as may. in the 
opinion of its counsel. be nccc.ssacy 10 increase ilS authorized but unissued shares of Col!lllllon 
Stock to such number of shares as shall be 'Ufficicnt for such purpose, including. without 
limitarion. ('-:Jgaging in best efforts 10 obtain the requisite shareholder approval of any ncccssary 
amendment lo these Articles. 

(j) Fracgonal Shares. No fractional share shall be issued upon the conversion 
of any shares of Series A Convertible Prcfem:d Stock. All shares of Common Stock (i.ocluding 
fractions thereof} issuable upon conversion of more than ooe share of Series A Convertible 
Prd'em:d Stock by a Series A Holder shall be aggregarcd for purposes of determining whelhcr 
the conversion would result in the issuance of a.ny fractional wrc of Common Stock. In lieu 
of llllY fnctional share of Common Stock to which a Series A Holder would otherwise be 
entitled. the corporation shall IThlke a cash payment equal 10 the fair m1rket value of such 
fna.ional share of Common Stock. as detennincd in good failh by the Board of Directors. 

(le) Adjustmcms. [n case of a.ny reorganization or any reclassification of thc 
c:apittl stock of th, corooration. any consolidation or merger of the corporation with or into 
anodler corpor.ation or corporations, or the conveyance of all or substantially all of the assclS 
of the corporation to aother corporation. each share of Series A Convcnible Preferred Stock 
sb:ilJ.J thereafter be c.on,-cnible into the number of shares of stock or other securities or propcrty 
(mcludiog cash) 10 which a holder of the oumbl:r of shares of Common Stock deli ver.ible upon 



wu.asioa of such share of Series A Coavcruble PrcfCJTCd Stoclc would have bcc:n entitled upon 
ue record date of (or cm.e of if oo rcc:on1 dale is flUd) such reorgaoizarioo, n:classifica.tioa, 
camolidnioo. 1nl:IJe1' or oc,aycyma:; &lid, io any case. appropriate adjuttJDCnt (as ddcrmiDcd 
t,y Or: Bcmd of Diuaoa) sball be made in lhe ~ or the provmoos bcn:in sci forth with 
rcspccl to tbc dgbts &lid iutaests lhcrcaftcr of the Series A Holders. to the end wt tbc 
pnmdom Sil:l forth bcff:in mall dlercafta be applicable, as nearly as cquivaknl as is practiable, 
ill rdlDao to my shares of stock Of" tbc sccuritics or property (including cash) thcreaftcr 
ddiwmblc upon tbc c::oo.awa of tbc shares of such Scric.s A Convertible Prcfcmd Srock. 

4. Mcrm:, ConsoJicbtjog. 

(a) Al my time, in tbc cvmt of: 

(i) a coasol;ctatioo or merger or tbc corpor.ation with or into ID)' olher 
corpor'IIion. or any otbcr cntiry or persoa other than a wbolly-<,wned 
subsicSiary; 

rli) any corp:rrare reorganization in which tbc corporation sltall coc be 
tbc cxmtiuuing or swviv .ng enury of such reorganization; 

(iil) a sale or all or substantially 3JI of the assets of the corporation; or 

(i J any tnJmction approved by the corporation in which more than 
SO~ of tbc outmodiog stock of the corporation (on an as-convc:rtcd oasis) 
is cvbmgcd in any three month period: 

tbc Series A Holders shall be paid (unless such paymcm is waived by the holden of a majoriry 
of the oumvxliog shares or Series A Convcroole Preferred Stoclc) in cash or in securities 
recaw:cl from the acquirillg corporation or in a combin3rion thereof, at the closing or any such 
ttmsactioo, an amount c:qtW to tbc amount per sh.arc which would be payable to such lx>ldcrs 
pn:nn•m to Seaion l if all consideration rec:civcd by the corporation and its shattholden in 
0C11111l'C%ion with such event were being distributed in a liquidwon of the corporation. 

(b) Any securities to be dclivcrc 1 to the Series A Holders pu.rsuaat to Section 
'4(a) above shall be valued as follows: 

(i) Securities not subject to in•,cstment letter or other simiJu 
restrictions on free markelabiliry: 

(A) I! cr.ded oo a securities exchange, the value shalJ be 
deemed to be the average of the security's closing prices on ~ 
exchange over lhe 30-<iay period ending three (J) days prior to tbc 
closing; 

(B) If actively cradcd over-tbe<owner, the value shall be 
deaned to be tbc a.vcragc oC the clo,ing bid prices over the 30-<lay 
period ending three (3) cbys prior to 111c closing: and 

6 



(C) If then: is no acti , c public muk.ct, the value shatl be tbe 
fair marlcet value tbcn:of (as detcnnincd in good faith by tbe Board 
of Dirccu>rs or the corporation). 

(ii) The mc1hod of valuation of securities subject to invcstmeot letlCT 
or Olbct restrictions on free marxetabiJity shall be 1.0 make an apprQprit~ 
discount from the martet value dctcnnincd as above in (b)(I)(a), (b)(l)(b) 
or (bXl){c) to rc{lcct the approximate fair marlcct value lhcrcof (as 
determined in good faith by the Board of Directors of lhc corporation). 

(e) The corporation shall g.ive each Series A Holder written not.ice of such 
impending transaction DOt later than 30 days prior 10 the shareholders' meeting called to approve 
SIJCh ttamaction or 30 days prior to the closing of such transaction. whir.bever is earlier, and 
shall also DOCify such holders ill writing of thc final approval of such transaction, Toe first of 
aid notices shall dc:scribc the material tcnns and conditions of the cot11Cmplated a-ansaction as 
wcil as the lamS and conditions of this Section 4, and the corporation shall lheTeaftcr give such 
holders prompt notice of any material changes. The iransaction shall in no event wee place 
soooer than 30 days after the m.1iling by the corporation of the fun notice provided for bcrcin 
or SOOIXI' than 20 days after thc mailing by the corporation of any notice of material clwlgcs 
provided for herein: provided. however, wt such periods may be shoncncd upon thc written 
comc:t11 of the holders or not less than 50% of the then outstanding Series A Cooveru'ble 
Preferred Stoclc. 

S. Amcndmc01. Any tcnn relating 10 the Series A Convertible Preferred 
Stoc:lc may be amwJ«\ and the ot>Krvancc: of any term relating to the Series A Convenible 
Preferred St ck may be waived (either generally or in a particular instance and either 
~ or prospectively) only with the vote <.r written consent of holders of more than SO~ 
of all Serie: A Convertible Preferred Stock then outstanding and Ilk. corporation. Any 
.amendment or waiver so effected shall be binding upon the corporation and any Series A Holder. 

6. Resujctjons and Limjta1jon.s. So long as any shares of Series A 
Convcnible Preferred S1oelc remain outstanding, the corporation shall not, without the vote or 
wrinen consent by the holders or more than SO% of the then outstanding shares of Series A 
Cooveru1>1e Preferred Stock: 

(a} Effect an;· reclassification, recapitalization or other change with respect 
to any OUI.SWlding shares of stock or create any new class or series of capital stod: which results 
in the ®JUJC'#: of sharcs of stock having any preference or priority as to dividend or redemption 
righu. liquicu1ion preferences. conversion righlS, or otherwise, supcnor 10 (but 001 on a parity 
with) any such prefcr~oce or priority of the Series A Convcnible Preferred Stoc.lc: 

(b) ur-ease or decrease (other than by redemption ..or convc:"Sion) lhc 10w 
m•mbcr of authoriud shares of Series A Converu'ble Preferred Stock: or 

(c) Dccwe or pay any cash dividends on the corporation's Common Stock 
unless the Series A Holden receive dividends of like amount on an as-if-<orwcned 10 Common 
Stod: basis. 
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1. No RtjUUJncc or Series A Convenjble Preferred S1oc1c. No ~ or 
~ of Scric.s A Convcruble Prefem:d Stock acquired by the corporation by reason of 
icdemption. purchase. conversion or Olhc:rwisc shall be reissued. and all such shares shall be 
1dWued to the swus of undesignatcd shares of Prc!em:d Stock. 

ARTICLEm 

1bc corporuioo shall have not more than fiftcell directors, and the number of directors 
sball be set by the Board of Directors as set fonh in the corporation's Amended and Rcsuted 
Bylaws. 1bc Board of Directors shall be divided into three classes to be lcr,owr. as Class I, Cws 
O:, IDd Class ID, which slull be as nearly equal in number as possible. Except in c:.asc of death, 
rcsipa•iou. disqualification or removal for cause. C2tb director shall serve for a tcrm ending 
OD tbe date or the third annual meeting or sharcboldcn followin the annual meeting at wbicb 
tbr: diR:aor was clecu:d; proyjdcd, however. that each initial director in Cius l shall hold office 
aati1 the tint aimw meeting of slwcboldcrs after bis elc:ction; ~b initial dlrcctor in Class II 
shall bold ofrKX until t.be s=od annual meeting of ~bolders after his election; aJJd each 
initial director in Class m shall bold office uoril the third annual mectiog of shareholders after 
his elec1ion. Dcspitc the upiration of a director's tcrm, he shill continue 10 serve until bis 
succrssor. if lhere is to be any. bas bc:cn cla:1~ and qtL1)i1ied. In the event of any incrc:isc or 
decrease in the zutborrcd awnber or directors. the ocwly created or eliminated directorships 
resulting from such an r.ncrasc or dccreasc sh.:ill be apponioned among the th= clL• 'SCS of 
directors so that the ~ cw.scs remain as nearly equ.al in size as possible; provjded, howevq. 
that there 111111 be no tb.ssiflation of additional directors elctted by the BQ~ of Director.: otil 
lhe oc:n meeting of 5.b.ueholders called for lhe purpose of electing directors, at whid: meeting 
I.be tmn.s of all such additional directors shall expire. and such additioD:11 directors positiom, 
if they are 10 be colllinued. shall be apportioDCd among the classes of directors and nominees 
lherefor shall be submincd 10 the sharebolr'= for their vote. Any vacancy occumng on the 
Board of Directors. including il vaa.ncy resulting from ilD inc:r= in the number of directors, 
may only t,- filled by the ilrfinn.ative votc of the remilining directors even if the rem• ioiog 
directors c: nstirute less lh2n a quorum of the Board of Di.n:c1ors . Any director or the entire 
Board 01 IJirectors may be removed wit.b or without cause by a majority vote of the holders of 
Common Stock ~n c:nt.itlcd 10 vote thereon. 

ARTICLE IV 

No director of the corpomion shall be personally liable for monetary dmlages to the 
corporation or its shareholders for brc:ac:b of the dury of care or any other dury as il director. 
except that such liAbiliry slull not be eliminated for 

(i) ilny aJ!PfOl)riation. in violation of !he direc1or·s duties. of any busincs.s 
opportuniry of the corporation; 

. . 
(ii) iets or omissions which involve irucntioral misconduct or a ltoowing 

viol111ion oi law. 

(iii) liability under Section 14-2-832 (or Jny succc:'ISOr provision or 
redcsignation thereof) of the Act; and 



: 

. .. . 

(iv) any tmiSaction from which the dircetor received an improper personal 
bc:ndit. 

l! at urt time the Act sh.all have been amended to authorize the funhcr elimination or 
limiWion oftbc liability of n director. !hen the liability of each di1tt1or of lhc corporation shall 
be diminared or limited to the fullest e.ucnt pcmuaed by the AC!, as so amended, without 
Cunha action by the sharcbolders, unless lbe provisions of the Act, as amended, n:quire further 
aclioo by the shareholders. AIJy repeal or modi.facarion of the foregoing provisions of this 
Article IV shall not adversely affect tbc elimination or limit.ation of liability or alleged liability 
pw:sumt bere(o of any direct.or of tbc corporation tor or with respect to any alleged act or 
omission of tbc director occurring prior IO such repeal or modification. 

AR.TICLEV 

All actions by !he shareholders shall be taken at a meeting, with prior notice which 
complies with the ooticc provisions of the corporation's Amended and Restated Bylaws, and with 
a vote of the holders of lhc out.s1.3.!lding stock of each voting group entitled to vote lhcn:oa. 

ARTICLE Vl 

In di..<charging the duties of their rcspccti:ve positions and in determining what is believed 
to be in the best intercstS of the corporatio.i, the Board of Directors, comminecs of the Soard 
of Directors and individual directors, in addition to considering the effects of any action on the 
corporation or its sharcholdcr$, may consider the interests of the employees, customers, 
suppliers and creditors of the corporation and its subsidiaries, the conununitics in which 'offices 
or olhcr establishments of the corporation and its subsidia.ries are located and all other factors 
such directors Cl)nsider penincnt; provided, however. that any such provision shall be deemed 
solely 10 grant discretionary authority 10 directors and shall not be deemed to provide 10 any 
const.inu:ncy any right to be considered. 

1oesc Amended and Restated Articles of lncJrpor.ition were duly adopted by .l}l.S Board 
of Directors of Maxxis Group. Inc. pursuanu 10 a wrin.cn consent dated March?, 1998. 
Sh:rtt110lder action was not required. -
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EXlflBU:"D" 

~ STATEMENTS fOB DIRECTORS AND omens Of McWQs 
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DIBECTQBS QF MAXXJS GROUP, INC. 

Ivey J. Sto1r.cs 

Thomas 0. Conly 

James W. BIVl\11 

1..any w. Gates. n 

Omks P. Banstcin 

Robert J. Glover, Jr. 

Terry Harris 

1901 MaJlreal Road. Suite 108 
Tucta, Georgia 30084 
f770) SS2 - 4766 

190 I Montrc:al Road, Suit.c I 08 
Tucker, Gcorgia30084 
(770) SS2 - 4766 

1901 Montreal Road, Suite 108 
Tucker, Gtorgia 30084 
f770) SS2 - 4766 

1901 Montreal Road, Suite IOS 
Tucker, Georgiz 30084 
f770) 552 - 4766 

190 l Montreal Road. Suite 108 
Tuc:ker, Georgia 30084 
(770) SS2 - 4166 

190 I MoDIJ'C:al Road, Suite I 08 
Tucker, Georgia 30084 
(nO) SS2 - 4766 

1901 Moatn:al Road, Suite 108 
Tucke:, Georgia 30084 
f770) SS2 - 4766 

1901 Monlleal Road, Suite 108 
Tuclccr, Georgia 30084 
f770) SS2 - 4766 

1901 Montreal Road, Suite 108 
Tl!Ckcr, Georgia 30084 
f770) SS2 - 4766 
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QEEICE&S QE MAXXIS GROUP, lNC. 

THOMAS O. CORDY 
o~r £1tt11tin Offlett aad Presldl'OI 

1901 Montreal Ro:id, Suite 108 
Tucker, Georgia 30084 
(TIO) 552 • 4766 

Tltoma 0. Conly has sen'Cd as Chief Execuuve Officer, President and Director of Maxxis Group, 
Inc. siocc May 1997. Prior 10 that lime. he has served as President and Cluef Executive Officer of 
Cl Cascade Corp., and bas saved as a Director of Southern Bell, Kimberly Clarlc and First Union 
Banlt. Mr. Cordy c=1ly serves as Vice Chairman of the Board ofTrustl'CS for Clark Atlanta 
Unh·crsity, Chairmnn of the Board of Renaissance Capital Corporation and a Director of Cox 
Eatapriscs.. Mr. Cordy has a bachelor's dcgrcc from Morehouse College and a rmstcr'a dcgrcc from 
Albnta Univcn11y, and he bas attended the Stanford Executive Program al the Stanford School of 
Business and th~ University of Oklahoma Na1ional Lending School. 

DANIEL MCDONOUGH 
aid Ftunrial Off'ittr 

1901 M-,ntreal Road. Suite 108 
Tucker, jc,orgia 30084 
(TIO) S52 • 4766 

DuJd l\td)oeoegli bas sen·ed as Chief Fi!Wlcial Officer of Maxxis Group, Inc. since October 
1997. Prior to hi.s employment with Maxxis Group. loc .. Mr. McDonough provided ftn.111Cial 
c:omu.lting services to a number of start up companies at Cn:ative Br.ncfits, Inc. In addition, from 
m992 to 1994. Mr. McDonough was the contr01ler of Jostens Learning Corporation, a S7S million 
technology comp;iny SJ>"'Clalizing in educational software. Prior to his m,ployment with Jostens, 
Mr. McDonough served a.s assisunt controller 10 Alumax, Inc., a S2.5 billion integrated aluminum 
cunpauy with more tlmi I 00 manufacturing operations throughout the United States. from 1973 
ID 1980. Mr. Mc0onouJUI was employed by Price Wmcrtiouse & Co. Mr. McDonough is a licm•"CI 
CPA and also holds a 11\aslCr of business :idminislr.uion dcgrcc from the University of Buffalo. 

JAMES W. BROWN 
Enc11tivc Vice Pruldau aad Stttttary 

190 I Montreal Road. Suite I 08 
Tucker, Georgia 30084 
(770) SS2 • 4766 

Jam.es W. Brenn currently serves as Exccuti\·c Vioc President and Sccmmy ofMaxxis Group, Inc. 
md b&.. • m a Dirccti,r of the company since May 1997 He served as Pres idenl and Chief 
Executive OffJCCr of Maxxis Group from its inccptior. .llllil April 1997. He bas also scr.'t:d as Oticf 
Exccutivc OfflCCr, Prcsidcnl and a DircctorofMaxxis 2000, a wholly--0wned subsidiary ofMaxxis 
Group. Inc., since its inception. From 199S 10 1997, Mr. Brown served as a manager of Net World 
C«nrnunications. LLC. Since 1979, Mr. Brown lw also=vcd as Prcs1dcn1 :ind Chief Executive 
Officer of Marketing Ideas, Ltd. Mr. Brown 1w a bachelor's degree from the Univcnity ofGcorgi:1. 
He also 111tc:lllled the John ~I School of Law and the American Mutual Institute of· 
MmagancnL 
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QmCERSQFMAXXISGBQJJP INC (Coat ' 

LADY W. GATES. U 
Vice Patsfdcat If Ramu Raollrcu 

1901 Moatrml Road, Suite 108 
Tuctcr, Gcorpa 30034 
cno) ss2. , 166 

I.any W. Cates, U 1w saved u Vice Pn:sident ifHwnan Resources since Manis Group, Inc. 's 
inccpcion and as a DircdOr of the Company since May 1997. Mr. Gales became a part-time 
W,epc ndmt inrwmcc agent for A.L Williams in 1989 while &CIVU18 in the U.S. Army. In 1993, 
he left the financial services indusuy and became a full-time indq>cndent nwicda of 
ldcoommunic:aliOD1. services through his own marketiJll firm, Classic Entapriscs. Mr. Gates 1w 
111 as:socialc 's degree from Pierre Colkge. 
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DIRECTORS or PtlAXXJS CQMMJJNICATIQNS, INC 

Thomas 0. Cordy 

Tmdl Ownbcn 

Pat Kelly 

Shawn J. Dinwiddi.c 

1901 Montreal Road. Swt.e 108 
Tucker, Georgia 30084 
(770) 552 • 4766 

1901 Montreal Road, Suite 108 
Tucla:r, Georgia 30084 
(770) 552 - 4766 

1901 Montreal Road, S11ite 108 
Tucb:r, Georgia 30084 
(770) 552 - 4766 

1901 Montreal Rc.3d, Suite 108 
Tocb:r, Georgia 30084 
(770) 5~1- 4766 

1901 Montreal Road, Suite 108 
Tucker, Georgia 30084 
(770) 552 - 4766 

190 I M onin:al Road. Su:ite I 08 
Tucker, Georgia 30084 
(770) 552 - 4766 

1901 Monin:a.1 Road, Suite 108 
Tucker, Georgia 30084 
(770) 552 - 4766 
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OffJCEBS QF MAXXJS COMMUNICATIONS, INC, 

THOMAS 0, CORDY 
Chld' £ucu1Ivc Ollittr aod Presideal 

190l Montrcnl Ro3d. Suite 108 
Tucker, Georgia 30084 
(770) SS2 - 4766 

Tllomas O. Cordy has scrvcd as Otief Executive Officer, Prcsidcn1 and Director of Maxxis 
Communicalions, 111C. since its incq,tion, and has served as OtiefExecutive Officer, President and 
Oirctlor ofMllXlli.s Group, Inc. since May 1997. Prior 10 !hat time, he bas served as President and 
Oricf Execu1h·e Officer of Cl Cascade Corp .. and has scrvcd as a Director of Soulhcm Bell, 
Kimberly Clark and First Union Bank. Mr. Cordy currently serves as Vice Chairman of the Board 
ofTrustces for <1artt Atbnta UniVCTSiry, Olainmn of the Board ofRc:naiss;mce Capillll Corpomion 
ll1CI a Dimc:tor of Cox Eolerpriscs. Mr. Cordy bas• bachelor's degree from Mon:bouseCollcge and 
a rmsla's dcgrcc from Atlanta Univcrsiry, and be has aucndcd the Sll!.nford Executive Program al 

the Stanford School of Suffl:CSS and the University of Oklahoma National Lending School. 

PATRJCKJ. LENTZ 
Enntin Vitt Presidcet 

190 I Momreal Road. Suite I 08 
Tucker, Georgia 30084 
(770) SS2 - 4766 

Patrick J. Lentz joins lolaxxis Communications. In<. after fifteen years' experience in lhe technical 
aspocUof thctdccommunica.tionsand c:ompuling industry. During his employment wilh Bcll.5outh 
and LOOS Communications (now WorldCom), Mr. Lentz was instrumental in designing and 
implementing ~on: applications 10 process long diSWICC, ccllulM and satellite 1elcphony: to 
pofu.1111 bill.mg and customc:fcan: functioos and co assisl in ildministrative rccordkccping. Mr. Lentz 
is aJsn rq,cricoccd in lntcmd appliCalions, bavillg designed customcr-rcgisuation soh..rc for 
Bcl1South.l\d . He bolds a masters in Mathcml1ical Sciences from Clemson University and a 
bac:bclors in \.fathcmatics and Computer Science from Georgia Soulhem College. 

DANIEL MCDONOUGH 
Qidflaudal Officer 

I 90 I Morurcal Road. Sui1e I 08 
Tucker, Georgia 30084 
(770) SS2 - 4766 

Duld McDo11oazll serves as Chief Financial Officer or bolh MilXXis Communications. Inc. and 
Max.is Group. Inc. Prior IO hi$ employment "';lh Mallis GToup. Inc., Mr. McDonough provided 
fim..cial coosulting services to a number of IUl't up c::ornpanics al Creative Benefits. Inc. In addiriocl, 
from 1992 10 1994, Mr. McDonough was the coa1rollcr or Jostens Learning Corporation.• S7S 
million technology company spcculizing in oduca:tiooal software.. Prio.r to his employment with 
Jostc:m, Mr. McDonough served as assisaant controller IO Alumax. lnc., a S2.5 oillion intcgralCd 
almninum company with mere than 100 manufacturing opcn1ions throughout the United Swes. 
Fram 1973 IO 1980. Mr. McDooi,ugb was cmployai by Price Waic:rhouse & Co. Mr. McDooougb , 
is a~ CPA and al.lo bolds I master ofbasi:nes,s adminisaration degree from the UnivCBily of ' 
Baf&Jo. 



OfflCEBS OE M&XXJS CQM)UJNICATIONS, INC (Coat.) 

ALBERT F. £0GHOLZ 
Netwarit upur 

1901 Mo.'llmd.Road, Suite 108 
Tucker, Georgia 30084 
(770) 5S2 - 4766 

Albert F. Bogbolz serves as Network Engineer for Maxxis Communications, Inc.. bringing to the 
ecmpmy over lhirty years' c:xpcricncc in Lhc ·1.clecommunicalions lllld cellular communications 
indusby. He bcpn his can:a-in 1966 at Wcstcn1 Union Telegraph Company, lllld, since 198}, Mr. 
Bogbolz has served as networlc engineer and transmissions director for seven} major 
rdocommllllicaaioos provide.ts, including LDDS/Mctromodia, Rcsurgcns Communi.carions Group, 
ComiDcnw Telcc:om and ATC. Mr. Bogbolz: has a bachelor's degree in physics from the City 
OolJege of New Yon: .ad an associete degree in Engineering from Brom Conununity College 
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MAX;XJs GROUP, JNC:s SECIJRIIW! AND EXCHANGE 
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SECURITIES AND EXCHANGE COMMISSION 

WASHJNGTON, D.C. 20549 

FORM 10-K 

MAXXIS GROUP, INC. 

[ x] ANNUAL REPORT PURSUANT TO SECTION 13 OR IS(d) OF THE SECUJUTJES 
EXCHANGE 

ACT OF 1934 for l11e Fiscal Year Ended June 30, 1998. 

or j. 

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF TifE SECURlTIES 
EXCHANGE ACT OF 1934 for the transition period from-------
It _ ______ _ 

COMMJSSION FILE NUMBER: 333-38623 

MAXXIS GROUP, INC. 
(Exacl Name of Registrant as Spcdficd in ils Chaner) 

GEORGIA 
(S1a1e or Olher Jurisd.iction of 
lneorporation or Organization) 

S8-22-78241 
(LR.S. Employer Tdcntificarion No.) 

1901 MONTREAL ROAD, SUITE 108, TUCKER, GEORGIA 30084 
(Address of Principal Executive Offices) (Zip Code) 

Registrant's telephone number, including area code: (770) 696-6343 
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Securities rcgisrcr!d pursu:int 10 Section 12(b) of the Act: NONE 

Securities registered pursuant to Section 12(g) of the Act: NONE 

Indicate by check mark whether the Registranr: {I) has filed all reports 
required to be filed by Section 13 or IS(d) of the Securities Exchange Act of 
1934 during the preceding 12 months (or for such shorter period that 1he 
Registrant was required 10 file such reports); and (2) has been subjcc1 to ,uch 
filing rcquiremt"nls for 1he past 90 d3ys. Y cs X No 

Indicate by chctk mark if disclosure of delinquent filers pursuant to Item 405 
of Regulation S·K is not contained herein, and will not be contained, 10 the 
best ofRe!listrant's knowledge, in definitive proxy or infom101ion s1a1emen1s 
incorporated by reference into Part Ill ofthis Fonn 10-K or any amendment 10 
!his f :onn 10-K. ( X] 

Tne a,ggreg,;ue market value of the Common Stock held by affil iates of the 
Regisuant as of September 25, 1998 was $5,429,985. This calculo1ion is based 
upon the p oposcd sales price of SS.50 per shar~ in the Company's current 
public offe• ing; however. no shares of Common Stock have yet been sold in the 
Company', current public offering. There is no active tr:iding market for the 
Common Stock, and the SS.50 per share price is not necessarily indicative of 
pr ,ent value. There were 1,57 1,187 shares of Common Stock issued and 
outst11nding os ofSep1embcr25. 1998. 
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ITEM I. 

PART! 

BUSINESS 

This Report C(!htains SUtemcnts which ronstitute forward-looking 
'- statcrl'lcnts within the meaning of Scciion 27 A of the Securities Act ofl 933, a., 

amended, md the Securities Exch,nge Act of 1934, as amended. These statements 
appear in I number of places in this Report and include all S1alemcnts that arc 
not hisklrical stalemcnts or fac1 regarding the intent, belief or cum:nt 



I • 

expectations of the Company or its directors or officers with rcspec t 10, among 
other things: (i) the Company's financing plans; (ii) trends affecting the 
Company's fin:inti31 condition or results of oper.itiom; (iii) the Company's 
growth strategy and OJl(rating strategy; and (iv) 1hc Company's anticipated 
capital needs. When used in this Repon, the words "expects," "intends," 
"beticves, • •nnticip3tes; "estimates," "may," "could," "should," "would," 
"will," "plans" and similar expressions and variations thcrcofiire inttndcd to 
identify forward-looking statements. Investors :ire c:iutioncd that any such 
forward-looking statements arc not guar:mtces of future perfonnancc and in\·oh·c 
risks and uncenainties, many of which arc beyond the Company's ability 10 
control, and that actuml result.s may differ materially from those pr0Jcc1cd in 
the forward-looking statements as a result of various factors discussed herein 
and those factors discussed in detail in 1he Company's filings with 11:c 
Securities :ind Exchange Commission, including the "Risk Factors" section of the 
Company's Rezjstr:ition Smemenl on Fonn S-1 (Registration Number 333-38623). 

/. Maxx1s Group, Inc., a Georgia corporation ("Ma'l,1s" or the "Company"), 
marlcets communic,uions :ind ln1emc1 services and nutritional and hcahh 
enhnncemenl products in the United S1a1cs through its multi-level ncl\,ork 
marlccting system of "independent associates," or "lAs." The Compan)' operates 
through its subsidianes: Maxxis 2000. Inc. ("Max.xis 2000"), which conducts 
network marketing operations, ;l.la.\xis Communica1io11s, Inc. (fomwl> kno\\ n as 
Maxxis Tel,.com, Inc., "Maxxis Commu111c3tions"), \\ hich pro,·idcs long distance and 
Internet-related services; and ;1.fa.xxis Nu1ri1ionals, Inc. (fonnerly known as 
M.a:ocis Nutritional, Inc., "Mau is Kutritionals"), which provides pri, ate label 
nutritional and health enhancement products. The Company currently markets 
1-Plus long distance st1vicc and other eommunic:11ions services, such as l111cme1 
ac:ces:s and prepaid phone cards. and nutritional and health enhancement products. 
The Company wu incorporated in January 1997 and began accepting !As and 
marlceting communications services m March 1997. For the period of January 24, 
1997 to June 30, 1997 (the "Inception Period") and the fiscal year ended June 
30, 1998, the Company generated aggregate revenues ofappro~ima1cly S2,691.000 
and $6,991,000, respectively. 

The Company bu built a customer base without commining capital or 
management resources 10 construct its own communications netwo1k and 
11"" mission facilities. In February 1997, Mauis Communications contracted 
with Cc.lorado River Communications Corp. ("CRC") 10 obtain switching and 
networt.. services an<I to allow CRC's communications services to be sold by the 
Compnn •'s !As. ln the future, the Company n y contract with other providers or 
long disi ll1CC servic.;s and intends to analyze the feasibility of dev:loping its 
own long distance 11ttwork. In November 1997, the Company began markc1111g 

-... scva1t.l private label dietary supplements to its customers and !As. Recently, 
~ Company besan marketing additional nutrition.al and health enhancement 
products. The Company's nutritional and health enhancement products arc 
manufactured by various suppliers. In September 1998, the Company began 



providing lnlemet 3ccess and Web-page development and hosting services. 
Internet access is provided through Jn1eRe3ch lntcmcl Services, LLC 
{"lntcRcach"), and Web-pagt. development and hosting services are provided by 
the Company. 

The Company conducts its marketing activities exclusively through its 
network ofJAs. The Company believes that !As arc gcner.illy attracted to the 
Company's multi-level network marketing system because of the po1en1ial for 
supplement.al income and because the I As arc not required 10 purchase any 
inventory, have no monthly sales quotas or account collection issues, ha\"C 
mirumal required paperwork and have a nc,tible work schedule. The Compan)" 
encourages I As lO market services and products lo persons w1 lh whom the !As 
have an ongoing relationship, such as family members, friends, business 
associates 3'1d neighbors. The Company also sponsors meetings at which current 
IAs llfc encouraged to bring in others for an introduction to 1he CompJn)"°s 
marketing system. TI1c Company's mulli-levcl network markelinf system and 1hc 
Company's reliance upon !As arc intended 10 reduce marketing cc 315, customer 
acquisition costs and cus1omcr anri1ion. The Company belie,•cs 1hat i1s 
multi-level network marketing system will continue to build a base of potcn1ial 
customers for additional services and produc!s. 
<PAGE> 4 -STRATEG't' 
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The Company·s goal is to dc,•clop a national distribution system 
through which large volumes of products and services may be sold. The Company 
intends 10 achieve its goal by: 

Growing and Developing its Network of ]As by enhancing the 
sponsoring and training services offered to !As, continuing 10 
support the marketing efforts of U s and introducing new income 
opportunities for !As. 

Maintaining and Expanding the Number of Cus•omcrs by offering 
high quality, competitively-priced produc ts and $CTVices through 
a highly motivated network of I As. 

Offering Additional Communications Products by entering into 
agreements for the marketing of additional products that meet the 
needs of customers, which may include, among others, paging, 
confercnce_scalling. wirclcs.s c.1blc, cellular and local phone 
scn·icc. 

lmproving and Exp:u1ding its Product and Service Lines by 
continuing to evaluate and offer products and services that arc 
attractive to its IAs and customers. The Company recently began 

. ' 



providing Internet access nnd Web-page development and hosting 
services. In addition to communications products and services, 
the Company markcu a line of priv.itc label nutritional and 
health cnhnnccmcnt products to its customers :llld lAs. 

Obtaining Competitive Prices on products and services through 
the purchasing power of the Company's nationwide network. 

MARKETING 

Tlie Company mar;;ets products ;md ser.ices exclusively through its 
ncsworit of (As. Currently, the Company has live IA positions iu its marketing 
system: associate; senior associate; director; regional director; and executive 
director. !As pay an a:U1ual non-refundable fee in order to maintain their 
sat us as )As. lAs arc paid on a commission basis and do not receive any sabry 
from the Company. To become an associate, individuals (other than individuals 
in North Dakoll) must complete an application and purchase a distributor kit 
for S99. The distributor kit is a package of basic materials which nssists an 
associate in beginning his or her business. TI1e Comp,1ny designates a portion of 
its gross commissions as ·commission value," or "CV," and allocates the CV 
among eligible participants in its marketing system. Associates may gather long 
distance <.UStomcrs and rc:ceive a portion of the CV generated by such customers. 
Associaics are also entitled 10 purchase products from the Company at 
discounted prices for retail sales. An associate becomes a senior associate 
wb= the associate purchases or sells SI 00 of bonus-eligible products. Senior 
usc,clar~ continue to rcceh·e a percentage: of CV with regard 10 all long 
diSlll!nce customers personally ga1hcred and Jrc also entitled to purchase 
producl3 num the Compzny at discoun1ed priers for retail sales. 

To 1>«ome a director, a senior associate must sponsor two addition.ii 
senior associate positions. A director increases the size of the dir«tor's 
!..!es organization by sponsoring additional persons to b«omc smior 
associates. These ~enior associates, and all senior associates that they, in 
tum, sponsor, become pan of the sales organization of the director who 
spo=red them. Senior associates, through the growth of their sales 
organizations, may become directors, regional directors or executive directors 
and thereby increase the sue of the sales organization of the person who was 
their original sponsor. The organization that grows below each director through 
Ibis process is called a "downline.· Directors arc eligible to receive the same 
commissions as senior associates and, if1hcy directly g:ithcr and maintain n 
minimum of four aqive I-Plus long distance customers, are eligible 10 rc:coive 
a perttttl:lge ofth CV produced by e:icb IA th3t is within IS le,·cls below them 

' in lhdir downline. ln oilier to encourage the growth of 1hc Company's marketing 
system, the Comp3nv also plys eligible dirc:c:tors a bonus amount, which is 
designated as "bon~ ,'3luc," or "BV," for each sale or purchase of 
bonus-cligi'l>le products or services. The Company. primarily designates retail 
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priced phone CMd,, nutritional paks and Web-page development and h0S1ing 
services as 
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bon~ligiblc. Directors become region;il directors and executive directors 
lllpOO the acl1ievcmcnt of ccnain IA sales goals. Regional directors and 
executive directors arc also tligible to receive the ume commissions as 
directors. Regional directors and executive directors are also eligible to 
s:erve on the Maxxis 2000 Advisory Board, which advises management on issues 
regarding field leadership. 

The ma.'limum a~gate long distance llS:lge commissions the Compnn}· may 
be required to p.,y lo !As with respect to a single customer's long distance 
usage are approximately 40% of the gross commissions pa)'llble to the Company 
with respect to such usage, but the Company anticipates that the nctunl amounts 
paid will be less thnn 40% as the usage increases. The difference between 
actwal commission payments and the maximum p:iyment is e~pcctcd to occur because 
catain !As fail to maintain act ive status neccssary 10 rc:c~ive commi~sior.. 
from sales made by persons in their downline. 

REI.A TIONSHIP WITH JAS 

The Company seelcs to contractually limit the statements that [As make 
about the Company's business. Each 1A also must agree to policies and 
p;rocedun:s to be followed in order to maintain the !A's status in the 
organization. lAs are expressly forbidden from making any representation ns 10 

the possible earnings of any IA from the Company or from making any 
n::prcsentation with r ~rd to the Company's public offering of its Common Stock 
(the ·Securities OITenng"). IAs are also prohibited from creating any 
nmketing literature that has not been pre-approved by the Company. While the 
C.ompany has these ;iolicies and procedures in. place governing the conduct oflhe 
IAa. it is difficult to enforce such policies and procedures. Because the !As 
are classified as independent contractors, the Company is unable to provide 
them the same level of direction and oversight. as Company employees. Violations 
of the Company's policies and procedures may reflect negatively on the Company 
md could have a material ad,·crse effect on the Comp:tJly's business, lin3ncial 
conditior and n:sull!_ of operations. 

' TRA.i.N!NG AND MARJ<ETING SUPPORT 

The Compnny offers its IAs a number of support services. The Company 
Qlffl:Qtly provides to c:ach IA without clwgo one ~rinted report describing such 

. . 
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IA's downline and provides additional reports for a fee. In addition, the 
Company offers training, infomution and motiVlltional support to the IA network 
through its training program and regional meetings. 

The Company provides all )As with the opportunity to receive training 
through the Company's training program. The training program is conducted by 
the Company's national training directors and includes a detailed explanation 
oflhe Company's products, the IA compensation plan and the use of the various 
marlceting tools avail3blc to I As. In addition, the Company encourages senior 
associates, directors and regional directors to become managing directors 
("M.Ds·). MDs provide personal training to lAs. To become :i MD, :i senior 
a.$$0C:iatc. director or regional director must a.ttend a Company approved 
training school. The fee to attend the training school is currently S99, and 
MDs must attend continuing education training schools each year which also arc 
subject to a fee. Na1ion:il 1raining directors lh,at :ire selected by the Company 
arc paid a fee by the Company for training MDs. The Company docs not receive 
any fees from IAs for the training provided by MDs. 

The Company's second annual com·cntion was held in September 1998, and 
the Company intends to continue to hold additional annual conventions for lAs. 
This event provides recognition to the top performers, direct access 10 senior 
managam:nt and n c:h:inc:e for (As to share experiences and develop suppon 
systems. The Company intends to organize additional conventions throughout the 
country that current lAs and potential new lAs can attend 10 learn more about 
the Company. The Company also intends to publish a newsletter for the (As 
containing infom1:i1ive and motivational articles and recognizing IA 
achievements. 
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PKODUCTS AND SER VICES 

Fellowing is a summary oflhe various products and services lhe 
Company currently offers to its lAs and cusiomers. 

Communications Services and ProduclS. TI1c Company's IAs market a 
'Variety of long dis1nnce and other communic,atioris services :ind products , whirh 
currently include, 1 ·.P.lus long distance scr"icc. prepaid phone cards and 
Internet-related services . 

I ·Plus Long Distance. The Company's I-Plus long distance 
service serves as a rcplaccmenl for a customer's former long 
disumce service (such as the long dislllncc services provided 

.. 

.. 
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by AT&T Corporation ("AT&r). MCI WorldCom, Inc. ("MCI 
WorldCom") and Sprint Corpora1ion ("Sprint")). The I-Plus 
services nwlo:ctcd by the Company are billed on 11 fhl rate 
basis, where the cost of a call docs not vary depending upon 
the distance of a ca.II or the lime o r day or day of weclc when 
the call is origi; a1ed or 1crmina1cd. Residential I-Plus 
services nwltetcd by the Company are billed based on one 
minute incmncnlS, and business I-Plus service is billed 
based on 6-sccood increments \\ith a 30-sccond minimum. 

Prepaid Phone Cards. The Company offers prepaid phone cards 
in domestic time increments of I hour, 30 minutes and I 0 
minutes. These cards may be used for domestic and 
international calls. The Company also offers international 
prepaid phone cards 1ha1 are denominated in dollar amounts 
Charges are deducted from these cards based upon the rates 
applicable to the calls placed by cardholders. 

MAXXCOi'-'};ECT. In Scplcmbcr 1998, 1he Compr'ly began providing 
ln1crnc1 access 1hrough ln1cReach and also began p, Jviding 
Web-page dc,·clopment and hosting services for !As. 

The Company may :icd :md rcnio,·e sen ices and products from its communica1ions 
S<r:IVices and product fin~ from time 10 time. · 

Nutritional and Health Enhancement Products. The ColTlJ)any markets a 
line of private labc rrutritional and health enhancement products 10 its !As 
a:nd customCTS. Represcntati\'e products include: 

40/30/3') ;\lax.xis Bar is an energy bar intended as a meal 
rcpfoccmcnt which contains approximately 40% carbohydrates, 
30"/o p:'Otein. 30% dierruy ia1 and various vitamins and 
minerals. 

Man-A-Chol is a dietary supplement which is a spccialiud 
combination of six herbs. 

MAXXJS MSM is a dietary supplement consisting of 
methylsulfonylmclha.ne, vitamin C, citrus bioflavonoid complex 
and ginseng. 

MAX.Xis i\lulthitamin is a multivitamin nu1ritional supplement 
which is deli•·cn-d by means of a spray. 

MAXXJS 02 is a nutritional supplement th.at contains 
electrolytes, oxygai, tr.ace clcmaus, enzymes and amino 

.• 
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acids. 

BcbShidd is a nutritional prodoct c;owalning III alrKt 
from lhe cell walls ofbalccr's yeast. 

.Mau-Life is a dicwy supplement containing amino acids and 
other ingredimts, including lysine, arginine, GABA, 
glutmninc mid omithinc. 
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Weight-Ideal is a dicu.ry supptemau in capsule and spray 
forms which contains a blend of nutrients, including chromium 
picotimu; mat)1ICSium acetate aid nixin. 

M.uxis Skin Care System consists of the following heallh and 
beauty products: shampoo; conditioner, body wash; band and 
body conditioner; face wash; skin toner; :md moisturizer. 

Ca1aio nutril!.Onal products are sold as a nutritional p.ik, and the skin care 
products arc sold as a comp!C'.le system or individually. The Company anticipates 
adding products to and imyrcmove producu from its nutritional and health 
c:uJqn. :cment product lines from time 10 tim.e. 

Promotional M11erials The Ccmpany also derives rcvcnues froro the s:ile 
of , ...riocs educatiomJ and promotional m.u.crials designed to aid its !As in 
maintaining and bwlding their businesses.. Such materials include various sales 
aids, inf<'ffllational videotapes and cassctk recordings and product and 
mnetin.3 brochures. 

IA SUPPORT AND INFORMATION SYSTEMS 

The Company opaan:s a call center w'hc(c advisors answer 1A questions 
md provide infnnnation to IAs. The call centtr mainlll ins a system thJt 
inc1udcs a CUITCnt database of ~l IAs. their clownlines and their long distance 
CUslomas. The Company believes lhat maintaining sophisticated and reliable 
bansac.tion processing 5>-stcms is essc:ntial for multi-level network marketing 
companies. The Co!!ipmy uses a commission processin[s softwve s.)'Slcm thnt 
mcorpoc:ales the pro\·wons of rbc Company's nwketing program for purposes of 
proc:bsjag ddailed and~ IA commission payments, monitoring and 
an.alyzi.os ftnfflCial and opcra1ing lralds aod lr.ldiog each IA's downlinc. The 
C«npany also maiossins bansxtion proc:cuing sys1ems that f-acilit11te the 
shipment of IA n Wlinl md mm:eting materials.~ addition, tho Coropany's 

. . 
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order processing system tracks rhe receipt. storage. shipment and sale of the 
Company's Slits aid products. 

SlJh•LH:RS 

The Company docs not own a long distance network. As a result, Maxxis 
Communications has entered into an :igrwncnt (the" I-Plus Agreement") with CRC 
10 obtain switching 3nd network services. The Complny depends primarily on CRC 
for 1hc transmission of subscriber phone calls and the activation of prepaid 
pbo:ne c.uds. Long disum:c customers arc customers on CRC's network. and CRC 
provides cu~tomcr suppon for 1he Company. Customers have the right 10 change 
their service ar any lir'lc. The Company's I-Plus Agreement with CRC, "hich 
expires on February 20, 2000. provides !hat lhc Company will have cenain 
rights wi1h respect to the customer base developed under the agreement upon 
nchicving ccnain minimum le\'c:JS of monthly revenues on CRCs network. The 
Company recently re:ichcd these minimum levels, and. therefore, the Company has 
the right to market ot!tt:r CMriers to the customer base. In the event the 
Company contracts "ith such earners. minimum monlhly revenues may I,(' mo·c 
difficult to 111aintain. and 1he Company could be subject to addirion:il minimum 
commirmcnts including. but nor limited to. minimum monthly revenues or minimum 
monthly minutes of usage. ";th ~:ch new carriers. The accur.ue 1 1d prompt 
billing of the Company's cusromcrs is also dependent upon CRC. fhc ia1lurc of 
CRC to accurarely and promp1ly bill customers could lead 10 a loss of customers 
and could ha\'c a m;11erial ad\'ersc effect on tile Comp:iny's busincs$, lin:indal 
condition and results of operations. The Company" ould be required to use 
another carrier if the I ·Plus Agreement were terminated, the usa!te or number of 
customers origirtlted by Ille Comp:my's !As cxeeoeded the capacity ofCRC. CRC 
failed to provide quaF•y service or became unabk 10 pro,ide service at all or 
CRC experienced financ ial difficulties. lf the I-Plus Agtcement is tennin3ted, 
then:: can be no assurance that the Company could enter into new contracts with 
othc;r providers on terms fa\'orable to lhe Company or at all. The termination of 
the I-Plus Agreement could have a m.11crial adverse effccr on the Company's 
business, financial condition and results of opcrn1ions. 

The Company began marketing a line of private label nutritional 
products in November 1997. The Company recently began marketing new health 
Cllhancemenl products and additional nutritional products, including a weight 
management program and skin cnrc system. All oflhe nutritional and health 
enban...:mcnt products offered and distributed by the Co,npany arc de,doped and 
manufactured by third-p:iny suppliers. Certain o, the nut1i11onal 
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and health enhancement products offered by the Company arc propriclary to such 
suppliers. The Company docs no1 have any wrincn contracts with or commitments 
from any of its suppliers or manufacturers to continue to sell nulrition:il and 
health enhancement products lo th.: Company. The Company believes .hat its 
relationships with suppliers arc satisfactory; however, there can be no 
:is:.surancc that any or all of these supplim will continue to be reliable 
suppliers to the Company. Accordingly, there is a risk. tlut any or all of th.c 
Company's supp?icrs or manuf3c111rcrs, including suppliers which provide 
proprietary products 10 the Company, could discontinue selling their 
nutritional and heahh cnh31lcement products to the Company. In the event any of 
the third-party manufacturers become unable or umvilling to continue to pro,ide 
the nutritional ind health cnh,mcemcnl products in required ,·olumcs. the 
Company would be required to identify and obtain acceptable replacement 
sources, and no assurance can be given that any alternative manufacturing 
sources would become available to the Compnny on a timely basis. 

In September 1998, the Company bcgan providing Internet access Md 
Wcb-P3ge development and hosting services. The Company pro,idcs lntcmct access 
through its agreement with lnteRcach. lnteRcach is a third-party reseller of 
lnlcmcl :sccess. lntcRe:ich provides all billing and customer support for the 
CompJDy's customers. The failure oflntcRe:ich to accurately and promptly bill 
eus1omcn, to effectively providc custom~r support or to pro\'ide acceptable 
service could le!d to a loss of subscribers :md could have a material nd,·ersc 
effe..1 on the Company"s business, financial condition and rcsuh.s of 
op,cr~tion.s. In addition, if lntcReuh were to default on its contract with, or 
have i ts contract terminated by, its Internet service provider (an "ISP"'), or 
if Ille Company"s contl"Kl wilh lnteRcJch is tcnnin3ted, the Comp3Jly would be 
required to oontrac:1 with another ISP. There can be no nssurance that the 
Company could enter into a new contract ,vith another ISP on tenns favorable to 
~ '-oml)<Uly or at all. 

CUSTO fER SUPPORT 

Cf : is responsible for the billing of long distance customm and for 
providing custolllff service. Certain communieaiions services, including I-Plus 
'"1118 distance and prcpai<! phone cards, arc provided under CRC's state, national 
and international tariffs. The Company has been infonncd that CRC possesses all 
tariffs necessary to offer such services. The Company provides its Internet 
access services through lnteRench, which is responsible for billing the 
Company's lnh:mcl access customers and for providing customer support. The 
Company provides _!!JI of the s.ofiware necessary to automalicalJy sign up (or its 
l.ntc:mc-t access scr.1ccs tlu~ui;h t.;;dul\\'ai~ lu.:lltj)Ot Jl~J . 

COMPETITION 

The Company faces competition in the United States for both the 

.. 
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products and services it sells and for lhe sponsoring and retaining of 
independent salespeople. 

Communications Sm . .:s. The: United States long distlnce 
communica1ions industry is inlc:nscly competitive, rapidly evolving and subjcc1 
to npid 1ecllnological dwlgc. In addi1ion, the induscry is significan1ly 
influenced by the marketing and pricing practices oflhe major industry 
parlicipants. AT&T, MCI WorldCom and Sprint arc 1he domimmt compclitors in the 
domestic long disumcc communications industry. All of these companies arc 
sigrufican1ly larger Ihm the Company and ha\·e subS1antially greater resources. 
Many of1hc Company's current and potentinl compcti1ors have longer operating 
histories, grealer nmic rccogni1ion, luger cus1omer bJScs and substan1ially 
~ter finaoc,al, j)CTSOnncl, marlceting, 1cchnical and other resources 1han 1he 
Company. These compcrirors employ varioU$ means to at1rac1 new customers. 
including 1cle, 1sion and other ad\·crtising campaigns, lclemarketing programs, 
network markc1ing and cash paymcnls and other incentives 10 new customers. 
The Company's ab1hty to compete cffccuvel y depends upon, amc 1g other factors, 
its abili1y 10 offer hi.;h quJl it;• products and scn~ccs JI compctith c prices 
There can be no assurance that 1hc Company will be able 10 compclc 
successfully. 

The evohi ng regulatory cn,;rofUllcnt of the United Sillies 
communicauons industry s1gniliantly rnfiuencC$ the Comp;my's abrhl}' 10 
ccmpcte. On February S, 1996, Presidcnl Chnh>o signed inlo law the 
Telecommunications ,.:t of 1996, u .1mcnded (the "1996 Telccommunicauons Act"), 
wt will allow local exchange cmiers ("LECs"), including the Bell opera1ing 
companies ("B0Cs"), to pro,i de tong distance 1dcphone SC't'Vice inter-Lo\ TA (a 
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·LATA· i:. a Local AcCC'SS and Tnnsport Arca), which will likely significa.n1ly 
inc;rcar • ompctition for long distance service:$. The new legislation also 
grants the Fcdcnl Communications Commission (·he "FCC") the au1hori1y to 
deregulate ocher aspects oftbc communications industl}'. Such increased 
....... petition could mve a material adVCTSe effect on the Company's business, 
financial condition and resuhs of operations. 

Telccommuni£.&lions companies compete for customers based on price, 
among other things;"ith major lo::g dist:mcc =crs conducling c,1cnsi, c 
adverlising campaign.s to c.tplun: market share. There can be no assurllllcc 1ha1 a 
dcacasc in the mes clwged for communica1ions services by the m;rjor tons 
distance carriers or ochc:r compd1totS, whether caused by general competilivc 
pRSSUrcS or the cnUy oftbc BOCs md 01bcr L£Cs into the long diSliUICC 
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m:irlcct, would not h:i\'c :i material ad\'er~ effect on the Comp:iny's business, 
financial condition and results of opcntions. 

1l1c CompJn:,• C:'iJ1CClS thlt the comnumic:1tions ~crviccs markets will 
continue to :itlract new competitors and new technologies, possibly including 
alternative technologies that are more sophisiicatcd nnd cost effective than 
the technologies included in the products and services offered by the Company. 
The Company docs not have the contractual right 10 prevent customers from 
changing 10 a competing service, and the customers may tcm1ina1e their 
$C1Vicc at will . 

Nutrit ional and Health Enhancement Producrs. The Company also competes 
in the highly competitive nu.rlcet of dietary supplements and hcahh enhancement 
products. This market segment includes numerous manufacturers, other network 
marketing comp31lics, cata.log companies, distributors, marketers, retailers and 
physicians that actively compete for the business of con)umcrs. The Company 
compc1es with other providers of such nutritional a.nd heallh enhancement 
products, cspcc.ially retail outlets:, bJsed upon convenience of purchase, price 
and immediate availability of the purchased product. For the most pan, tile 
Company's competitors offering comparable products are substantially larger and 
have available considenbly greater financial resources than the Company. The 
marke t 1s lughly scnsiti\'c to the imroduction of new products (:ncluding 
various prescription drugs) that may rapidly capture a significant share of the 
markcl. As a result, the Company's ability to remain competitive depends in 
pan ur,nn the successful introduction of new products nt compclitivc prices. 

lntrn:ct Access and lntcmct-Rclaled Services. The mJrkct for the 
provision o lntemct access and lntcrnc1.rela1cd :rvices is cx1remely 
compctilivc and highly fragmented. There are no substantial barriers 10 entry, 
and the Co. 1p311y c:-.pccts that competition will continue to intensify. There can 
be no assurance tha1 the CompJny will be able to compe1c successfully against 
cur • .:nl or future competitors or that competitive pressures faced by the 
Co.mp;,.ny will not materially adversely affect its business, financial condition 
and rci.ults of operations. The Comp3.lly's current and future competitors 
include, without limitation, the following types of Internet nccess providers: 
(i) national commercial ISPs; (ii) numerous regional and local commercial ISPs; 
(iii) C$tablished on-line commercial information service prcviders; (iv) 
national long distance c3rriers; (v) regional telephone companies; and (v1) 
cable operators. 

!As. The Com,P.any competes for IA$ wi1h other direct selling 
organ.iz.n1io11s, some· f" Inch h3,c longer operating l1istories 111d gre1tcr 

' vitibility, n:irnc rccot11i1ion and financial resources. The largest ne1work 
marlr.eting companiC$ I " 'le Company's markets arc: EXCEL Communiutions, Inc.; 
American Communicallons Network; BcautiControl Cosmetics, Inc.; Herballifc 
International, Inc.; and Mary Kay, Inc. The Comp.:ny competes for new !As on the 
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,a.sis of the Company's rcpulalion, perceived .)J)ponunily for financial success 
and qua lily and r:inge of prod"cls offered for sale. M:uugcment envisions :he 
entry of m;my more direct selling organizations into the marketplace. There can 
be no 3.SSUTance lhJI lhc CompJny "ill be Jble lo sut"res.sfully m~l lhe 
cha.llengcs posed by lhlS inauscd competition. The Company competes for 1he 
time, allcntion llJ'ld commitment of its IAs. Gi"m lhal the pool of individuals 
intc:n:stcd in the business opportunities presented by direct selling is limited 
in each marlce1, the po1rn1ial pool of )As for lhc: Comp:iny's products anci 
saviccs is reduced to the e.·ucn1 other nct"ork marlcehng companies 
successfully a11rac1 these indi, 1duals. There: un be no :issurancc: that other 
network nwkdin; comp;mic:s "ill not con,incc the Comp;my's e,cisting I As 10 
join their orpni~tions. In such a-cnt, lhc: Company's busimss. firwicial 
condition 111\<i results of opentioos could be matcri&lly ad~'Cl"SCly affected. 

1 
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PROPRJETARY RJGlffS 

The Company lus a.pplicd for 3 fedcr.11 rcg1stra1ion for the: mark 
· MAXX1s.· In adc. ,on. the Comp:iny reltes upon common IJw rights 10 protect 
other anarics used by the Company and other rights th.ii the Complllly considers 10 
be its in1ellec1ual property. There c.111 be no assurance 1.ha1 the Company's 
measures 10 prolecr this in1cllec1ual propCTly "ill pre:-. enl or deter the use or 
misappropriation of the Company's iotcllcctu:il propcny by other pE1ics The 
Company's ioab11ity 10 prolcct ilS inkllcctual propcny from use or 
misapproprilllion from othcn could have a nutcrial advasc eJTec:1 upon lhe 
Company's business. financial condition and results of opcntioc.s From time 10 
lime, companies may assert other tradcmarlc, scvicc: mark or intellc:c1ual 
prop,,ity rights in rnms (including lhc: nwic "MAXXJS·) or other intc:llc:c1u3J 
p. • aty used by the Company. The Company could IDCUr substantial costs to 
defend my lcpl xi ion ukc:n against the Comp:ny. If, in any legal Ktion !hat 
might arise, the Company's asserted tradcma. -ks, scmce mans or other rights 
t!w the Company considers to be its intellectual propcty should be found to 
infiingc: upon in1cllcct\lal propcity righlS of other parties, the Company could 
be enjoined from further infringement and required to pay damages. In the: C\011 
a third pany \\ere to sustain 3 \'3lid claim a!ainst the Company, and m the 
c,-ent :iny mtuircd license\\ ere not available on commcn:ially ~asonablc tenru, 
the Company's busiJ!CSS, financial condition 3nd rc:su Its of oper11hoT1S could be 
m.ttc:ri3Uy ad,cr~I>' :ir:·~,:.:J. Litig:ition, "h:ch could r~11h in subsbnlt3! 
am to and di,·crsion of resources of the Company, ~y also be necessary to 
cnfom: in1cllcctual property rights of the C~any or lo def cod the Comp:iny 
apinsl cwmcd infriogcmCJlt ofthc: rights of 01hc:n . 

.. 
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REGULATION 

Regulation of Long OiS1ance Telephone Services. Various regulatory 
factors m:iy hllve ;in implct on the Comp311y's abil ity to compete and on its 
financial performance. The Company's long distance C3rricr, CRC, is subject to 
regulation by the FCC 3.lld by various state public service and public utility 
commissions. Federal and state rcgula•.ions and regulatory trends have had, 111\d 
may have in the future. both positive and negative effects on the Company and 
on the telecommunications service industry as a whole. FCC policy currently 
requires intCfexchnngc carriers to provide resale of 1hc use of their 
transmission facilities. The FCC also requires LECs to provide all 
iniucxchange carriers with equal access lo the origination and termination of 
calls. If either or both of these requimnents were removed, CRC and, 
therefore, the Company could be adversely affected. CRC may experience 
disruptions in service due to factors outside CR C's and the Company's control, 
which may cause CRC to lose the ability to complete its subscribers' long 
dist11nce calls. The Company believes that CRC has made all filings with the FCC 
necessary to allow CRC to pro,ide inters.late and international long distance 
scrvke. Tn order to provide intmtate long diS1ance service, CRC is required 
to obtain certification to pro,ide communications sen ices from the public 
sen•ice or public utility commissions of cru:h state, or to register or be found 
exempt from rcgiS1ra1ion by such commissions. While the Compmy belicws that 
CRC is in complinncc with the applicable state and federal regulations 
govM"ing telecommunications sen•icc, there can be no assurance that the FCC or 
any state regulatory authority in one or more S1a1CS will not raise material 
issues with regard to CRC-s compliance wi1h applicable regulations, or that 
regulatory JCtivities "ith respect to CRC will n<'l have a material adverse 
effect on the Company's business, financial conditic,n and results of 
opern1ions. 

The 1996 Telccommunica1ions Ac t has increased competillon in the long 
dislnnce and toe.ii telecommunications markets The 1996 Telecommunications Act 
opens competition in the local scn·iccs market and, al the same time, contains 
provisions intended to protect consumers and businesses from unfair competition 
by incumbent LECs, including the B0Cs. The 1996 Tcleconununications Act allows 
BOCs to provide long distllllce service outside of their local service 
t.crritorics but bars them from immediately offering in-region inter-LAT A long 
distance services until eer1ain conditions are satisfied. A BOC must apply to 
the FCC to provide in-region inter-LAT A long distance services wd must satisfy 
a set of pro,compctiti1•e critma intcntlcd 10 ensure thnt BOCs open their own 
local markets to cr•wctition before the FCC will approve ~ch application., The 
Company is unabl.: to octcm11nc ho\\' the FCC" ill rule on any such npplieation. 
The new legislation m11:,o result in increased compe1i1ion to the Company from 
others, including the J30Cs. and increased transmission costs in the future. If 
the fcder.11 and state regulations requiring the LECs to pro,ide equal access 
for the origination and termin.1tion of calls by long distance subscribers 

.. 
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change or if the regulations governing the fees lo be charged for such :i:eccss 
services clw'lge. 
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parucularly if such rcgulatioru. arc changed 10 allow variable pricing of such 
a.cecss fees based upon volume, such changes could have a material adverse 
cffccl ,upon 1hc Company's business. finmcial condition and results of 
operations.. Sec "Competition - Communications Services." 

Regulation Affecting Nutritional and Health Enlwlccmcnt Products. The 
formulation, manufacturing. pacugmg, labeling. advenising. distnoution and 
sale of the Company's nutritional and health cnlw!ccmcnt products are subject 
10 regulation by a nmnbcr of govcmment:11 agencies. the most active of which is 
the Food and Drug Adminutratioo ("FDA"). whid1 regulates nutritional products 
under the Fcceral Food. Drug and Cosmetic Act (1he "FDCA ") and rcguluions 
promulgated thereunder. The Company's products arc also subject to regulation 
by the Fcdc:nl Trllde Commission (the "FTC'"). the Consumer Product Safety 
Commission. the United States Depattment of Agriculture md th< cll\ironmcntal 
Protection Agency. The F'DCA bu btest El1Cl1dcd SC'\·cnl tinle$ w,tb respcc:110 
dieu.ry supplements. most rCICClltly by lhc Nutritional Labeling and Eduwion 
Aet of I 990 :met the Dietary Supplc:mcnt Health and Education Act of I 994. The 
Company's nuuitiOll3l and health enhancement products arc ga>Cfflly cbssified 
and regulated as dietary supplements under the FOCA. as amended, and therefore 
are not subject to pre-nwht approval by the FDA. However, these: products arc 
subj cct to extensive la. ding regulation by the FDA and can be removed from the 
m.ukct if shown 10 be unsafe. Moreover, iflhc: FDA dctennines on the basis of 
labeling or aivcrtising claims by the Compmy, Ila! the "intended use· of any 
of tile Company's null ;tional and health enhancement products is for the 
diagnosis. cure, mitigation, trtttmcnt or prcvcnti.on of diSCISC', tbc: FDA can 
rcglllatc those producu as drugs and n:quin: pre-marltct clunncc for safety 
and effec:tivcncss. lu addition, if the FDA dctcnninc::s lha1 cwms have been 
made regarding the cffi:ct of di~ supplemc:nla on the •structure or function" 
of the body, sucl! claims could result in the rcgu1ation of such prodtKts as 
drugs.. 

The FTC and certain $!ates regulate Mvenising. ~ roduct claims, :ind 
Olhcr consumer tnll'!FS, including advertising c..fthe Company's nutrition:al and 
hc:ahh cn!-.1ncemenfproducl.1. ID Ille past several years the FTC has instituted 

' cnfo.cement actions apinst scvcnl dietary supplement companies for falSt and 
misleading adva1isins of cauin Pf'OCIUetS. lo addition, the FTC has inc:rascd 
its sautiny of the use oft<:Stim:>eials, wch as those ut.iliud by tbe Company. 
There an be no a:aunnce thal lhe FTC will not question the ComP311y's past or 
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future :ldvertising or other Op(l'3lions. Moreover, there can be no t1Ssurancc 
that a s tale will not interpret product cl:iirns presumptively valid under 
federal, law as illegal under lhat state's rcsulations. Furthermore, the 
Company's l,\s and customers of!As m:iy rile :ic tions on their own behalf, :is a 
class o:r olhcrwise, and may lite complllints with the FTC or stale or local 
ronsumer afTllirs offices. These agencies may lake action on their O\\ n 
initiative or on a refcmil from !As, customers or others, including actions 
rttUlting in entries ofcongnt decrees and the refund of amounts paid by the 
complaining IA or customer, refunds to an entire class of !As or customers, or 
other dlamagcs, as well as clungcs in the Company's method of doing business. A 
complafot bccaus.: of :i practice of one IA, whether er not that pr~ctice \\'3~ 

aulhoriized by the Company, could result in :in order aff«ting some or all !As 
in a panicul:ir slate, and an order in one state could influence eout1S or 
govcmmcnt agencies in other states. Proceedings resulting from these 
complaints may resull in significant defense costs, seHlcmenl payments or 
judgments and could ha\·e a material adverse effect on the Company's business, 
financ ial condi tion or resulls of operations. 

Allhough mJny of the ingredients in the Company's nutritional products 
arc vitamins, minerals, herbs and other substances for which there is a long 
history of human consumption, some of the Company's nu1ri1ional products 
cont ail'! ingredien1s as to whieh there: is liulc history of human consumption. 
The Company has not tested, :ind has not engaged a.ny independent 1hird pnrty 10 
test, any ofilS nu1ritional and health enhancement products. Accordingly, no 
llSSUrance can be given tha1.the Company's nutritional and health enhancement 
products, even when used as directed, will ha,·e the effects intended. Although 
the Company believes that its nutritional and health cnhancemem products arc 
safe when consumed as directed, the Company has not sponsored clinical studies 
on the •- .g-term effect of human consumption. If such products arc alleged or 
proven to be unsafe, the Company could be subject 10 actions or claims which 
could have a naterfal adverse eff«I on the Compa1i y's business, financial 
condition or results of operations. 

Regulahon of Network Marke1ing. The Company's multi-level network 
marketing system is subject to or affected by extensive government regulation 
incluaing, without limitation, federal and stale regulations governing the 
offer and sale of business franchises, businC$$ opportunities and securities. 
Various governmental agencies monitor direct selling activities, and the 
Company could be required lo supply information n::garding its markc1ing plan 10 
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such agencies. Altho~ ,h the Company believes that its multi-level network 

I 



' 

marketing system is in m:itcri:il compliance with the laws and rcgul3tions 
rebting to dir.et sclhng ac1ivitics, then: can be no assunnce that 
lcgisla1ion and resulations adopted in particuw juri!dietfons in the future 
will r.ol ad,•crscly arrcct the Comp3ny's business, lin.mcial , .,1ion and 
results of oper:itions. The Company also could be: found 001 10 be: in compliance 
with existing statull"$ or regulations as a result of, among olhct things, 
misconduct by I A5. ,, ho arc considered indcpcndrnl contractors ova whom the 
Company hu limited conuol, the ambiguous 11.llurc c.f cc1uin of the n:gub1ions 
and the considaablc intcrp1ctive And enforcement di~rction gi\'cn 10 
rcguh1tors Any assertion oi dctcnnination tha1 the Company or the IAs arc not 
in compliance "ilh cxuung su1u1cs or n:gulauons could have a 111a1c.-nal 
adverse efi'ec:1 on the Company's bu5.iocss, financial condition and results of 
OJICO' ''ons. An ad\·c:rsc dctc:rminalion by any one state on any rcgul3tory m:iller 
could influence the decisions of regulatory authorities in other jurisdicrions. 

The Company has not obumcd any no-action lcncrs or Jd\'3nCc rulings 
from any fcdernl or st:ite secc. "tics regulator or olhcr govcnunental agency 
concerning the lcgalily of1he Company's opaa1ions, and the Company is 1101 
rcl)'mg on :111 opinion of counsel to such effect. The Company accordingly is 
subjec1 to the risk th:it its multi-Ind net\, ork marketing system could be 
found to be m noncompliance" uh apphc:iblc la"s and regulauoru, which could 
have a mo1erial ad,·crse effect on the Comp:my·s business. financial condiuon 
or results of operations. Such a decision could require the Comp:iny to modify 
its muhi,lc, cl network marketing systtm. result in negath·e publicity, or have 
a ncgati\'e effec1 on distnbutor morale and loyally. In addition, the Company's 
multi-level nerworlc m:irkeling system will be subject to regulations in foreign 
markets administered by foreign :igcncicsshould the Company c~p3nd its ncl\,ork 
marketing org:mization mto such markets. 

Erfec1 of State Securities Laws. The primary goal of the Corr"'3lly's 
current Sccunties Orfcring is 10 incrc,.se the motiv1111on of n:giona . .ind 
executive directors by :illowing 1hcm to purchase an interest in 1hc: Compnny. 
AC(:Ordingly, because the Company desires the ability 10 offer its Common Stock 
lo regional and cxccu1ive dirccrors in cCTUin states, the Company hL!S 
attempted 10 regiftcr or qualify the Securities Offering in such sr11cs. Due 10 
lhe varying nature of state sccuri1ics regulations. and the considerable 
discrc1ion given lo stare sccurilics regulators, the Company may be un3ble to 
register or qualify rhe -<:uritics Offering in certain states. The inability of 
t.bc Company to offer its Common Stock to residents of certain states mny Ii mil 
lhe ability of the Company lo allract I As in such srntcs, or lead 10 increased 
111tri tion oflAs in St!~h 1tntes, and mJy hnve a material ad,·crse effect on the 
Company's businru, prospects, linancinl condition and results of operations. 
An advcnc delcnnin:ition by any one s1a1~ ~ubtor on a scruritics regulatory 
matter could influence the decisions of securities regulatory authorities in 
olher jurisdictions. 

.. 
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FACILITIES 

The Company opcn1cs out or offices in Atlanta, Georgia consisting of 
approxim:ucly 24,600 square (eel for gcncnl and administr2tivc office space, 
warehouse space and training space. The Company may be required to lease or 
build additional facilities, including at least one additional call center and 
new corporate headquarters, in order to meet adequately its neecb in the future. 
The Comp,.ny believes that suitable additional or alternative space will be 
available in lhc future on commc:n:ially rcaJOnablc terms as needed. 

E.'\fPLOYEES 

As of June 30, 1998, the Company employed approximately 30 people. The 
Company's !As are clusified by the Compllly as independent contr.iclors. 
The Company's employees a:e not unionized, and the Company believes its 
rcla1ionship with its employees is good. 

ITEM 2.. PROPERTIES 

Sec 1he infnmmion pro,·ided in llem I above cn1illed "Business -
F:icililics" for infonnation ,,i1h rcspccl 10 the Company's propmics. 
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ITEM 3. LEGAL PROCEEDINGS 

The Comp:iny is not a party to, nor is any of its propaty subject 
to, :my m:itc:rial legal proc:cedings, other than routine litigation incidenllll to 
ill business. 

ITEM 4. SUBMISSION OF MA TIERS TO A VOTE OF SECURITY HOLDERS 

No matter was submitted 10 a vote of"lhe Company's sceuri1y 
ht'' rs during the fourth quarter of the year ended Jwie 30, 1998. 

· PARTII 
, .. 

ITEM 5. MARKET FOR CO.\.IMON EQUITY AND REI.A TED SHAREHOLDER. MATTERS 

As orSep1crnbcr 2S, 1998, 1hc Company had S7 shareholders or 

.. 
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record. In the Securities O!Tering, lhe Company inlends to offer its Common 
Sieck at a price of SS.50 per sh:irc; however, lhe S5.5il per share price is not 
necessarily indicalive of present value. As oflhe date of 1his Report, the 
Compi!Jly has not offcm:I or sold any shan:sof Common Sta<:k pursuant lo 1hc 
Securities Offering. There is no eslablished trading market for the Common 
Stock, and one is not c:xpttled to develop in the near future. 

All oulst3nding shares of Common Stock of .he Company arc 
entitled 10 share equally in dividends from funds legally available lhcrcfor, 
when, as and if declared by the Board of Dircc1ors. The Company docs no1 plan 
to declare any dividends in 1hec immediate future. 

II 
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ITEM 6. SELECTED CONSOLIDATED FlNANCJAL DATA 

The following table seas forth sdectcd consolidated financial 
data for 1hc periods prC$entcd. The Company was incorporaled on January 24, 
1997 and began operations in March 1997. The Company's fiscal vear ends on June 
30. The s1.a1cment of operations dala for the Inception Period and he year 
ended June 30, 1998 and the balance shecl data as of June 30, 1997 and 1998 arc 
derived from the audited Consolida1ed Financial Statements of the Company The 
Consolidated Financia] Statements for the Inception Period and the year ended 
June 30, 1998 wcie audited by Arthur Andersen LLP, independent public 
accountants. The selected consolidated financial dau1 should be l'\:lld in 
conjunction with "Management's Discussion and Analysis of Financial Condition 
and Results of Opern11 ns" and the Consolid3tcd Financial Slatemcnts and the 
related Notes thereto appearing elsewhere in this Report. 

<TABLE> 
<CAPTION> 

<S> 
STA , '"~!ENT OF OPERATIONS DAT A: 

'- Net ~enues: 

JAl'l'UA.RY24, 1997 
INCEPTION 

TO JUNE 30, 1997 
YEAR ENDED 
JUNE 30, 1998 

------- ···-----
<C> <C> 

Communications services............................................... S 2,322,000 S S,293,000 
Nutrition.,! produc1s ..................... ............................ . 
Marketing services ....................................... ........... . . 

526,000 
369,000 I , 172,000 
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<rABLE> 
<S> <C> 
September 28. 1998 Isl LARRY W. GA TES, ll 

September 28, 1998 

September 28, 1998 

Septcmbcr2S, 199S 

Sept ember 2S, 1998 

S.:pl<.1110.:r 2S, 1998 

<ITA..JLE> 

-----~---- --------~---...-
I.any W. Gates, II 
Vice President, Human Resources and Director 

Isl CHARLES P. BERNSTEIN 

Charles P. Bernstein 
Director 

Isl ALVrN CURRY 

Alvin Cuny 
Director 

Isl ROBERT J. GLOVER, JR. ______ , _______ , ___ ......... 
Robert J. Glover, Jr. 
Director 

ls/TERRY HARRJS 

TcnyHanis 
Director 

/s/ PHILIP E. LlJ11-,1)QU1ST 
---
Philip E. Lundquist 
Director 
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INDEX TO CONSOLIDATED FINANCIAL ST A TEMENTS 
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<TABLE> 
<CAPTION> 

Page 

<S> <C> 
Jt.eport of Independent Public A«:OUnlants ....•.•.........•.. -........................................... F-2 

Coo,olidated 8mncc Sheets as of June 30, 1998 and 1997- .. - .......................... -........... F-3 

Consoli<bled Swrmcnts of()pmtiOIIS for the Year Ended June 30, 1998 and 
F_. 
f« the Period from IDCq>tion (January 24, 1997) to June 30, 1997 ................................. . 

Consoli<bled Statements of Changes in Shareholders' Equity for the Year Ended 
F-S 
June 30, 1998 and for the Period from lncq>tion {January 24, 1997) to June 30, 1997 ............... . 

Consolidated Statements of Cash Flows for the Year Ended June 30, 1998 and 
F-6 
for the Period from Inception (January 24, 1997) to June 30, l 99i ............................... .. 

Notes to Consohdarcd Financial S1:uemcnts.............................................................. F-7 1 

</TABLE> 
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REPORT Of INDEPENDENT PUBLIC ACCOUNTANTS 

To Mux.u uroup, Inc. and Subsidwics: 

, We liave audited the accompmying consolidaled btianee sheets ofMAXXIS GROUP, 
INC. (a Georgia corporation) AND SUBSfDIARJES as of June 30, 1998 and 1997 and 
the RUtcd coosolida1ed statements of opcntions, slureholdc:rs' ~uity, and 
cash flowa for the year ended June 30, 1998 and for the period tiom inception 

.. 

, -... 
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(January 24, 1997) to June 30, 1997. These financial statements arc the 
responsibility o(thc Company's m3~gcmcnl Our responsibility i$ to express 3n 
opinion on these financial statements based on our audits. 

We conducted our audits in accordance with gcnenlly accepted :iudiling 
stnndards. Those slandards n:,quirc that we pl.an and perform lhe audit to obtain 
reasonable assurance about whether lbe fUWlcial statements are free of material 
misstntcmenl. An :iudit includes examining. on 3 lest basis, evidence supporting 
the amounts and disclosures in the lin:incial s1:itemcnts. An audit also includes 
asvssing the accounting principles used and significant estimates made by 
management, as well as evaluating lbc ovcrall financial S1atc:mcnt presentation. 
We believe that our ,iudil$ provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred t<> above present fairly, in 
all nuitc,fal rcspcc:lS, the financial posi tion ofMaxxis Group, Inc:. and 
subsidiaries as of June 30, 1998 and 1997 :ind the :results of their operations 
and their cash flows for the year ended June 30, 1998 and for the period from 
inception (Janu:1ry N, 1997) to June 30, 1997 in conformity with gencr.illy 
accepted accounting principles. 

IS/ ARTHUR AKDERSEN LLP 

Atlanta, Gc:org1a 
September 4, 1998 
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' <TABLE> 
<CAPTION> 

F-2 

fAXXIS GROUP, INC. AND SUBSIDIARIES 

CONSOLIDATED BALANCE SHEETS 

JUNE 30, 1998 AND 1997 

ASSETS 

.. 



1998 1997 

<S> <C> <C> 
CURRENT ASSETS: 

Ca.sh S 372,000 S 35,000 
Short-term invesunent I 0,000 I 0,000 
Communications receivables, net of allowance for doubtful accounts ofS40,000 and 

SO, ~lively 316,000 25,000 
Inventories, net 218,000 185,000 
.Prepaid expenses 43,000 12,000 
Other current assets O 2J,OOO 

PROPERTY AND EQutPMENr, NET 

ORGANIZATIONAL COSTS, NET 

959,000 290,000 

169,000 92,000 

0 76,000 

CAPITALIZED SOFTWARE DEVELOPMENT COSTS, NET 

126,000 I lS,000 

20,000 
OTHER ASSETS 9,000 

S 1,263.000 S 596,000 

LIABIUTIES A,\'D SffAREHOLDERS' EQu1n· 

ClJRRENr UABILffiES: 
A.ccounts payable s 211,000 s 158.000 Commissions payable 

101 .000 42,000 Acaucd compensation 154,000 0 Provision for sales returns 45,000 0 Sales mxcs p.1yablc 130,000 0 Ac..,., Jd expmscs 
83,000 103,000 De.fan(! RYemlc 
SS,000 0 -- --

779,000 303,000 

C0~1MITMENTs AND CONTINGENCIES (NOTE 7) -- .. ___ 
SffAR.EROLOE°Rs7EQUITY: _,. 

, Stott subscript.ion deposits O 360,000 
~and stoclc, no par value; 10,000,000 shares authorized; 100,000 sh= 

designated as Series A; 36,359 and O Series A shares issued and outstanding. 
respectively 200,000 O 

. ' 
. _. . -
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Common stock, no par value; 20,000,000 sh:u-es authorized. 1,571,187 and 1,299,992 
sturcs issued and outstanding. respectively 574,000 127,000 

Sb.ard>olda note receivable (120,000) (120,000) 
Accumul~cd deffoit (170,000) (74,000) 

Total sbareholdcts' equity --
484,000 293,000 -- ..... __ 
S 1,263,000 S 596,000 

</TABLE> 

The accompanying notes a:rean integral pa:rt of these consolidated balance 
sheets. 
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MAXXIS GROUP, INC. AND SUBSID1ARIES 

CONSOLJOA TED STATEMENTS 0.F OPERATIONS 

FOR THE YEAR ENDED JUNE 30, 1998 AND 

FOR THE PERIOD FROM INCEPTION (JANUARY 24, 1997) TO JUNE 30, 1997 

<TABLE> 
<CAPTION> 

1998 1997 

<S> ----... 

NET RE'VF'llUES: 
<C> 

Communications services 
Nutritional products 
~arlccting servic~ 

· Total net revenues 

<C> 

S 5,293,000 S 2,322,000 
526,000 0 

1,172,000 369,000 --
6,991,000 2,691,000 

COST OP SERVICES: 
--- ---

Communkations services 1,351,000 761,000 

. . 
. . 

f• 
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Nlltritiorlal products 294,000 0 
M:irtcting services 431,000 255,000 

Tobl COSI ofsn iccs 2,076,000 1,016,000 

GROSS MARGIN 4,91S,OOO 1,67S,OOO 

OPERATING EXPENSES: 
Selling and markcting 2,665,000 1,089,000 
Gcnc:r2l and admmistntt\'C 2.344,000 660,000 

ToUI opcnting cxpcnscs S,009,000 1,749,000 

INTEREST EXPENSE 2.000 0 

LOSS BEFORE (ll;CO~IE TAX 88'"EFIT (96,000) (74,000) 

L'.CO~tE TAX BENEFIT 0 0 

?\"ET LOSS S (96,000) s (74,000) 

BASIC M"D DILUTED LOSS PER SHARE s (0.05) s (O.OS) 

WEIGHTED A VER.- IJE NUMBER OF SHARES AND 
SHARE EQUIVALE.,"TS OUTSTANDING 1.S7l,187 1,571,187 

</TABLE> 

The •companying noics MC :m Ultcgnl pan of thc$c consoli<blcd SU1Cmcnl$. 
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MAXXIS GROUP, Q-IC. AND SUBSIDIARIES 

· ' 

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY 

FOR THE YEAR ENDED ruNE 30, 1998 AND FOR 

.. 
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THE PER.100 FROM INCEPTION (JANUARY 24, I 997) TO JUNE 30, J 997 

<rABLE> 
<CAPTION> 

SHAREHOLDER 

ACCUMULATED 

PREFERRED STOCK COMMON STOCK STOCK 

·------- -----·--- SUBSCRIPTION NOTE 

SHARES AMOUNT SHAREs AMOUNT DEPOSITS RECEIVABLE DEFICIT TOTAL 

<S> <C> <C> <C> <C> <C> <C> <C> <C> 
BA1.A,'./CE, JANUARY 24, 1997 (INCEPTION) 0 S O S O S O S O S 
0 S OS 0 

----

Issuance or common s1ock 
0 7,000 

Srock subseription dcposi1s 
360,000 

Net loss O 

0 

0 

0 

0 1,299,992 

0 0 

0 0 

127,000 

0 360,000 

0 (120,000) 

0 0 

BA.LANCE, JUNE 30, 1997 
{7 ... ,IJOO) 293,000 

0 0 (74,000) (74,000) 
.. _. __ ··- ··-·-- ----- ---- '"'-•··----.. ·------ --

0 0 1,299,992 127,000 360,000 (120!000) 

Issuance of preferred stock 
200,000 

Issuance .:>f common stock 
447,000 

~tock subscription deposits 
(360,000) 

36,359 20" 000 0 0 

0 271,195 447,000 

0 

0 

0 0 0 (360,000) 

0 

0 

0 

0 

0 

0 
Net loss O 

0 

0 

0 0 0 0 
... ..__ ---- ---- --... --

BALANCE, JUNE 30, 1998 
$(120,000) S(l 70,000) S 484,000 

0 (96,000) (96,000) 

0 
--·- --36,359 S 200,000 1,571,187 S 574,000 S 

== 

<ll'ABLE> 

,. 
, The atcompanyiog notes 11re an intc:gnil pa.rt of these consolidated statements. 

.. 
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MAXXJS GROUP, INC. AND SUBSJDIARIES 

CONSOUDA TED STATEMENTS OF CASH FLOWS 

FOR THE YEAR ENDED JUNE 30, 1998 AND FOR 

THE PERJOD FROM INCEPTION (JANUARY 24, 1997) TO JUNE 30, 1997 

<TABLE> 
<CAPTION> 

1998 1997 

<S> <C> <C> 
CASA FLOWS FROM OPERATTNG ACTIVITIES: 

Nt.1 loss S (96,000) S (74,000) 

AdjUS1ments to reconcile oo loss 10 ncl cash provided by operating 
ac:lli viti es: 
Depreciation and amortiziuion 
Changes in :wets a."ll liabililics: 
Communiations JQ..cvablcs 
JntlCll!nries 
Prepaid expenses 
Othcrasseu 
Commissions payable 
Accounts payable 
Acaued c:ompcnsation 
Provision for sales mums 
Sales faxes payable 
Acaned ape i!StS 

Dc.t... • .:d~ 

Tolal 8djas1iuent:s 
- -

Net cash pn:fridcd by opcnting activities 

CASH FLOWS FROM INVESTING ACTlVITIES: 
Oipital ape ndilut~ 
Purchase of short-term iJJVCSUncnt 

176,000 54,000 

(291,000) (25,000) 
(33,000) (185,000) 
(31,000) (12,000) 

34,000 (43,000) 
59,000 42,000 
53,000 158,000 
154,000 0 
45,000 0 
130,000 0 
(20,000) 103,000 
55,000 0 

--
331,000 92,000 

~ 

235,000 18,000 

(11 5,000) (99,000) 
0 (10,000} 

f. 

.. 

. -.. 
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Solflwilfe development and org11nizational costs 

Net cash used in investing activities 

(70,000) (24 I ,000) - ·---
( 185,000) (350,000) 

CASH FLOWS FROM FINANCING ACTIVITJES: 
Proceeds from stock .subscriptions 
Proceeds from issuance of common stock 
Proceeds from issuance of preferred stock 

Net cash provided by financing acrivirics 

NET INCREASE IN CASH 

CASH, BEGINNING OF YEAR 

CASH, END OF YE.AR 

SUPPLEME:\'T,\L CASH FLOW DISCLOSURES: 

Cash paid for interest 

Cash paid for income t11.1es 

Srock issued for note rcct>ivablc 

<lfABLl:.> 

0 
87,000 
200,000 

360,000 
7,000 

0 

287,000 367,000 

337,000 35,000 

35,000 0 

S 372,000 S 35,000 

S 2.000 S 0 
=,==-"" 

S O S 0 

S O S 120,000 

The accompanying notes arc an integral part ofrhcse consolidated statements. 
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MAXXIS GROUP, INC. AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FTNANCIAL STATEl\ffiNTS 
-

JUNE 30, 1998 AND 1997 . , 

I. ORGA.NlZATJ~:N AND PRESENTATION 

. . 

.. 
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-. 

L ..:SCRJmo:-i OF BUSNESS AND OPERATIONS 

MDXis Group. Inc., a Georgia coq,oration, WllS incorporated on January 24, 
1997 ("lnccpt:on·) .1.-iJ is hc~qu:u1c1.:.-J in Tucker, Gcorgi3. M:i.u:is Group, 
lnc.'s principal business Oj."Cr.11ions arc carried oui through iis wholly 
owned subsid1mc:s, Ma.uis 2000. Inc. and M:a.uis Tekcom, Inc., which 
bcgm operations in Man:h 1997, and Maxxis Nutritiom1l, Inc .• which began 
opcntions in December 1997. Maxxis Group. Inc.. together "ith its wholly 
ow11ed subsidiaries (collcc1ivcly referred to as the "Comp:iny"), was 
founded for the purpose of providing long-disiancc scnicc:s, private label 
autritional producu, and other consumable products and savices through a 
multilevel marketing system of independent assoc:iatcs ("lAs") to 
subsaibcrs throughout the United States. The Company currently markets 
both long-<list.mce services and value-added communications scn·iccs, such 
as travel cards, prepaid phone c.ank, 800 service, and intc:rnatiorul 
tdoc:ommunica1ions smice. as well as private label nutritional products. 

The Comp.my has a limitc.-d opcnJing history, and its o;,cratic s arc 
subject 10 the risJ.:s inherent in the.- cs,:iblishment of any new bi.sincss. 
Since the Company has only recently made the transuion to an opcraung 
company. lhc Comp:iny's .lbihty to manage its growth and cxp:msion "ill 
r~uirc II to in:pkment :mJ continually c, ;wic its operational and 
fin:mcial syst~ns. re.-ru:t lddn:onal employcc:s. and 1r.1in :md manage both 
CUl'fflll Md new tmp!O}ru. Gro\\1h may pl:u:,e :i signifitartt $lrai1i on the 
Company's operational resources and systems, a.nd failure to effectively 
manage lhis p~oja. ,cd gro"1h would have a matai:11 ad,·c:rse effect on the 
Comp.iny's business._ 

2. SUMMARY OF SIGl\lFICANT ACCOUNTfNG POLICIES 

PRINCIPLES OF CONSOUDA TION 

All sip,nificant intcrcomp,ny balances and transactions have been 
eliminated in consolidnion. 

REVENUE RECOGNITION 

Commu.1iQtions services rc\-c,nues consist of prepaid phone card salC$ to 
IAs. The C"om;,any purt'h3scs prepaid phone cards from :m indcpcndmt 
tariffed long-diu.nce reseller (the "Reseller"). IAs purchase these • 
prepaid phone cards from the Comp3ny. Revenues from the sale of these 
pit:paid phone cards,arc ttc0gniicd when the cards are sold to IA!s, net of 
an cstinu1e of sales returns for dcfccri\·c or unused cards. Active !As 
have the right of return for defective or unused cards for up to 30 days 
a1la the cute of purchase. lAs that tcrmirwe their relationship with the 

' 
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Company also ti.vc up to one year from the date of purchase to return cards 
th.at are unused and saled in the original paclcaging. net of a restocking 
fee, for a refund. 

p.7 
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Communications scn;ccs also consist of revenues generated from the 
Company'$ ;rgrccmmt ";th the ResellCf that provides for the Compan)' 10 

receive a pcri:cntagc of the gross long-distance revenues generated by the 
Company's customers. lcs.s billing adjustments. The Company recognizes 
long-disunee revenues when services are provided by the Reseller. net of 
m cstimar- for billing adjustments. The Reseller assumes 1M rislc of all 
bad debts. AmoW!l.S due to the Compuiy related to this agreement arc 
included in communications rcecivablcs in t.hc accompanying consolidated 
babnce sh«ts. 

Nulritional services r~·cnucs consist of sales of pri\.-atc label 
nutritional products 11W1ufac1ured by various suppliCfS and arc r«orded a.s 
products are shipped. 

Marketing sen ices rc,·enucs primarily consiS1 of receipts from !As for 
:application fees ,nd purch:iscs of disrributor kits and ules aids, which 
includ.c start.er kits of forms, promotion~! brochures, marketing matcnals, 
and presentation nmcrials. 

f'~REVENUE 

De!a:n,d fC\'Cllue rcllfcs to an annual nonrefundable renewal fee assessed 
-:0 IAs s.'lct thor fim ynr~ith the Compan,r that provides 1As with the 
right lo ell the Company's poduc:u and saviccs. The Company r«ogn12cs 
this rtVCIIIIC on a straight-line buis over the IAs' renewal period. 

COST OF SERVICES 

Communications savi.ca costs primarily iocludc the costs of purchasing 
prepaid phone cards fi'om the Reseller. 

Nutritional services costs include the costs of purchasing nulritional 
products from third-party supplien. 

Marlte1ing scn;c'cs eosts include the com for printing and de1igning of 
usoe.iale applic;uions. swtcr kits. and Olha sales aids. 

SEl.UNG AND MARKETING EXPENSES 

I · 

.. 
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Selling and marketing expenses primarily consist of commissions paid to 
!As based on the sponsoring of new I As and the safe of communication 
services nod oulritionnl products. 

GENERAL AND ADMINISTRA Tl VE EXPENSES 

General and administrative expenses primarily consist of salary expense 
for the Company's customer service pcrsoMcl, office staff, and cxcculi\'c 
personnel in addition to the cost ofl J\s support services and infom1ation 
systems services. 

CONCENTRATIONS OF CREDIT RISK 

The Company's cusiomcrs arc: primarily residential and arc 1101 concentrated 
in nny spe.:ific geographic region of the United States. The Company 
purchases its prepaid phone card services from the Reseller. Failure of 
the Reseller to provide quality services and customer support ~ould ha,·c a 
material adverse effec1 on the Company's results of operaiior, . The 
Company has an additional agreement wilh the Reseller 10 provide long
distance services, which iftcm1inated or canceled may significantly 
impact the results of operations of the Co111pnny. While the Company 
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believes it could contract "ith another long-distance reseller, the loss 
of revenues or potential disruption of sm ices to customers may ha"e a 
IM!erial c1Tec1 on lhc Company's results of operations_ 

The Coa1p.111fs SUCttSS "ill depend hca•ily on its abiltty 10 attract, 
rnaincain, &Dd motivnc II large ba.sc of lAs "-ho, in tum. spo!ISOT customers 
md other LU. The Compmy antic:ip:a'~ a significant tum0,'Cf among )As. 
atnch 1b: e«r:;,z:,y bdic>i:s ts l)piQII of du=t sdling.. The Company has 
bcp:I c::sta'mshins its id aork c,f I.As; ma<<C. Ihm: CID be DO llSSUl3nCC 

e,. .. .11eO-. y-.illbcRMit sfdaeFI 15 1· ,gavia!ilebd•<Niof 
Lu. 

acc:q:ao5 •, e " C 51 ;a, a:::;w:s n:.µ.wa s .. rt•~ cc:-:rn &Id 
:l:IIIZE'.:;CJl:,:S ~ :Sec u ::;:,,:r.o: = o!- a::id liai '::tars~ 

&• =olWioCBi-=--•:V •o1br£ ll 
Slllll1ESJ1:a•1S111:d ik rqu:a! rn ~~wt• ,; GCDQC:: 
,q,cxtiug pcnod.. Ac:::11 =scl:s cn:1116:5:- !:a:a 1!cc a=:IAS. 
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COMMUNICA TlONS R.ECEJV ABLES 

A summary of changes in the nllowance for do11btful accounts for 1h11 yen 
ended June 30, 1998 and the period from ln~tion to June 30, 1997 is as 
follows: 

<TABLE> 
<CAPTION> 

<S> <C> 
Balance, beginning of period 

Provisions 
Recoveries 
Write-offs 

Balance, end of period 

</TABLE> 

INVENTORlES 

1998 1997 

<C> 
S O S 
40,000 

0 
0 

0 
0 

0 
0 

$ 40,000 S 0 
,. = 

Inventories consist oflhe follo\\ing as of June 30, 1998 and 1997: 
<!'ABLE> 
<CAPTION> 

1998 1997 - - .. 
<S> <C> <C> 
Prepaid phone cards S 10,000 S 25,000 
Sales aids 158,000 160,000 
Nutritional products 76,000 0 -- - -·-

244,000 185,000 
Less reserve (26,000) 0 

--·- -
Inventory ._net S 218,000 S 185,000 

<ffABLE> 

Inventories arc val••cd at the lowuofp~hased cost (dctcnnincd on a 

,, 
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first-in, first-out basis) or market. 

F-9 
AGE> 41 

PROPERTY Al\TD EQUIPMENT 

Property and equipmci;t consist primarily of furniture and fixtures, office 
equipment, computer equipment, and lc,m:hold improvements which are stated 
al cost and are depreciated using the s1r.1igh1-line method over the 
estimated useful lh•es of three to five years. 

TNCOME TAXES 

The Company nccoun1s for income 1:1.xes in accordance wi th Statement of 
Financial Accoun11ng Standards rsFAS") No. 109, "Accounting for Income 
Taxes," w~ ich requires 1hn1 deferred income taxes be provided b~sed on 
estimated fu1urc tax cff«ts of differences bciwecn the carrying nmo••nls 
of assets and liabili11es for financial reporting purposes and the amounts 
used for income 1a.1 purposes c:,lculatcd based on pro,·1sions of enacted tu 
laws (Note 4). 

ORGANIZATIONAL COSTS 

The Company capillllizcd cenain orgaruutional eost.s related to S131t-up 
&ctivities and the legal fonnalion of the Company. These c.osts wc:rc 
amortized over one year, and amortization c:xpenscs wc:rc S76,000 and 
$25,000 for the veu ended June 30, 1998 and the period fiom Inceptioo to 
June 30, 1997, r ,pectivcly. 

CAPITALIZED SOFTWARE DEVELOPMENT COSTS 

-Cauin softwvc da-clopmmt costs pcruining to a software appbcation 
which is used internally for proc:cS$ing zpptic;ati,,m and c ,ts1111kt service 
have bcUI capit.iliud as incumd. Capilalizaaiclll of soft~we dc:Yclopmcnt 
CO$lS begins upon tbcatablislunmloitcc:haological fnPl-lity. lbc 
atabli.sbmcnt oftcchnologjcal feasi"bility and I.be~ 1WSPce11• of 
n:coVU'lbility of apitalizcd software dC\-c.lopincnt costs require 
~ .sidcrablc judgement by management with rc:spe(.1 IO c:auin CXlam.l 

factors, including but not limited to, anticipa.cd future=-, 
cstimatcd economic life, and changes in soO-C and hardware 
teclmologiC$. ThC1C softw:m: dC\-cloplP(Tlt c0$U arc amortized o,-c:r m ' 
CSlimAtcd useful life.ofthrec years, and amoni:zalioo cxpcmcs "'C'l'C 

$62,000and S21,000 for the ycarcodcdJtme 30, 1998 and I.be period from 
Inception to June 30, 1997, respectively. 

'. 
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OTH:ER ASSETS 

Otbe&' assctJ include security deposits for lcasi: obligations. 

SHORT-TERM INVESTMENT 

The shorMenn investment is a cet1ificate of deposit recorded at cost, 
which approximates the cstim.t.cd fair value and matures in May 1999. 

LOSS PER SHARE 

In March 1917, thc Firuncial Accounting Standards Board ("FASB") issued 
SFAS No. l:?8, "Earnings Per Sha.re." which specifies the computation, 
prcsen1ation, and disclosure requirements for e2mings per share ("EPS") 
which the Company adopted for the year ended June 30, 1998. Ba~ic net EPS 
is comput..d by dividing reported =ings available to common shareholders 
by weighted average shares outstanding as computed under the requirements 
of Sta rr ,\,counting 
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Bulletin 83. As a result, all shares issued prior to the Compmy"s 
~pletion of its regislnltion statement hn\·c been included as outstanding 
since Inception (Note 6). No dilution for any potentially dilutive 
securities is included in basic EPS. Diluted EPS is computed by dividing 
reported earnings availnble to common shareholders by weighted avernge 
.. ..res and common equivalent shares outstanding. 

All pr,orperiod EPS amounts have been rutared to conform to the 
provi~ons of SF AS No. 128. 

FAIR VALUE OF FINANCIAL INSTRUMENTS 

The Company"s (ina.ncial instruments consi51 primarily of cosh, accounts 
receivable, .ind accounts payable. The carrying amounts of cash, accounts 
receivable, and accounts payable approximate their fair values because of 
the short.term maturity of such instromenrs. 

-. 
, 3. PROPERTY AND EQUIPMENT 

., 

Property and equipment consisted of the following at June 30, 1998 and 
1997: 

.. 
I · 

.. 



<rABLE> 
<CAPTION> 

<S> 
Computer equipment 
Furniture and fixtuTC$ 
Leasehold improvements 
Office equipment 

Less =lated dqnuiation 

Proper1y and equipment, net 

</TABLE> 

4. INCOME TAXES 

1998 1997 

<C> <C> 
$ 1S4,000 $ 67,000 

42,000 28,000 
13,000 0 
S,000 4,000 

2E4,000 
(4S,000) 

99,000 
(7,000) 

S 169,000 S 92,000 

Significant componenls of the Company's deferred ta.'( assets and 
liabilities are as follows at June 30, 1998 and 1997: 

<rABLE> 
<CAPTION> 

1998 1997 

<S> <C> <C> 
Ptop".rty and equipment S 2,000 S 0 
~tional costs 23,000 0 
Net operating losses 35,000 27,000 
Valuation allowance (60,000) (27,000) 

Net defcned tax assets S O S 0 

</TABLE> 

Based on unccrtiinties associated with the futun: realization of deferred 
, ux assets, the Company established a valuati-on allowance ofS60,000 and 

S27,000 at June 30, 1998 and 1997, respectively. At June 30, 1998 and 
1997, the Company h.ld net operating lou carryforwards of approximately 
$90,000 and $70,000. respectively, which wiH begin ~piring in the year 



2012 unless previously utiliud. 
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A reconciliation of the benefit for income taxes at the statutory federal 
income tax rate 10 the Company's tax benefit as reported in the 
accompanying s1atements of operations is stated below: 

<TABLE> 
<CAPTION> 

<S> 
Tax benelir computed :it statutory rate 
State income wcs 
Nondeductible expc:nscs 
Change in valuition allowance 

Income tax benefit 

<lfA8LE> .. 

S. TRANSACTIONS WITH AFFILIATES 

1998 1997 

<C> <(> 

$(33,000) S(2S,000) 
(4,000) (3,000) 

.$,000 1,000 
33,000 27,000 

S O S 0 
• 

The- Company had significant traiwictions with. IS 14, Inc. ("IS 14"), which 
was affiliated tllrough common ownership during 1997. IS 14 provided 
fuoding for cauin expenses incurred by rbe Company, and llll amounts have 
been repaid as or J~ 30, 1997. rn addition, t.he Company paid to JS 14, 
,o consideration for marlceting support, a fee equivalent to a pcrcent.ge 
ofrevenucs totaling SIS4,000 for the period from Inception to June 30, 
199- which is included in selling and marketing expense in the 
accompanying consolidated statements o, operations. Amounts due to IS 14 
reta_• :d to this fee and included in commissions payable in the 
acoompanying consolidated balance shcels tot~led $9,000 at June 30, 1997. 

, , 

, 6. SHAREHOLOERS' EQUITY 

Elfective Fcbnwy 17, 1998, the Company declared a I for l I n:vcne stock 
,plit for all classes of common ,toclc. The Company also efTeeted II plan of 

.• I • 



' 

rcorganiuuion pursuant to which each outstanding share of Class A common 
stock and Clm 8 common stock wns con\'cr1ed into one share of common 
stoclc ("Common Stock"), All shire, per share, and weighted average share 
infonnation in the financial sl3temcnts h~ been rcstntcJ for this stock 
split and reorganization. 

In February 1997, lhe ~ompany sold l ,227,26S shares of Common Stock 10 the 
founders of the Company at S.006 per share. In May 1997, the Company sold 
72,727 shares of Common Stock to an executive officer for Sl.65 per share 
nnd ncccplcd ns payment a S 120,000 note rcccivnbte from nn affilhte of 
!hat individual due on the earlier of (i) May I, 2002 or (ii) the closing 
of an underwritten initinl public olTering with nggrcgale net proceeds of 
al least SS million. The note is gunrantced by the e.~cc111ive officer, 
bears interest 31 8. 75% per year, compounded annually, and is class1ficJ 
as a shareholder note rcceiv:ible in the sh:uehotders' equity se1:1ion of 
the consohdnted balance sheets. 

The Company and ccna1n of its shareholders have entered into a 
shareholders' agreement "hereby the shareholders agreed 10 ccr1am 
restrictions on the transfer or other disposition of the shore of Common 
Stock held by each holder. In the event a shareholder intends to transfer 
his or her Common Stock 10 a nonpcm1illtd transftrcc, the Compaiy and the 
remaining sh :cholders have a right of !int refusal to purchase the: 
transferring shareholder's Common Stock 31 fair market value. In addttion, 
if the Compnny terminates a shareholder's employment or cngag~mcnt as a 
sales rcprescnt.iti,·c or consultant for cousc, the Company shall ha, c the 
right to rcpurch ·sc. :11 fair market value, an amount of the shareholder's 
Common Stock which Stans at I 00% and declines 20% per year for each 
completed year of service with the Company. If the right of first refcsal 
or 
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the Company's right 10 purchase is citcrcised, these provisions could ha,·e 
the r!Tect of furthu concentrating the stock ownership and voting power 
of tne Company. 

Additionally, in Ausust 1997, the Compan, completed a private placement 
offering for shares or Common Stock at a price of S 1.65 per share. 
Potcn~ial investors were required 10 compJc1e subscripuon agrecmcnls for 
the Common Smck and submit cash at the date of subscription Th~ Co'•.1pan) 
rtserved the right 10.rcje1:1 a subscription and refund nmounts 10 a 
subscn'ber at any time prior 10 the acceptance of the subscrip,i, .... ,\t 
June 30, 1997, lhe Comp:my had received paid subscriptions for 218,181 
shaRS of Common Slack. Howc,·u, since these subscriptions had not yc-1 

;, 
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been accepted by the Company and no sh.ires had been issued as of June 30, 
1997, amounts received from subscribers arc included in stock subscription 
deposits in the accomp:inying bnlance sheet at June 30, 1997. Subsequent 10 
June 30, 1997, lh~ Comp.iny Jcccptcd these subscriptions and addition:il 
subscriptions for 53.014 sh:ires of1he Common Stock. 

On November 26, 1997, the Company e1111n-cd into a promissory note (the 
"Note") agreement with various lenders for an aggreg;ite principal amount 
up 10 S200,000, which was secured prim:irily by the assets of the Comp3ny. 
The Note ~ccn1cd in1crc~1 nt I 0%. p:iy;iblc mc111hly bcgmnins on fa::u:iry I, 
1998, and the principal was due on demand. On March 23, 1998, the Note was 
C:(change,i for 36,359 shares of the Company's Series A nom·oting 
convertible preferred S1oclc ("Series A Pr·efcmd Stoclc" or "Series A") and 
warrants (the "Warrants") to purch3se 36,359 shares of the Company's 
Common Stock The Warrants arc c::(ereisable 14 months after the issuance: 
dale an«t provide the right 10 purchase Common Stock at S5.S0 per share. 
TI1e \V;unnts expue se\'cn years after the date of issuance. 

In February 1998, the Company amended and reslaled its at11clcs of 
incorporation such thJI the Company is authorized to is.sne 20,000,000 and 
10,000,000 shares of no par ,,lluc Common Stock and non\'Olin& preferred 
stock (the "Preferred Stock"), respecli\'CI}' 100,000 sh:ms of the 
Company's Prcf~rrcd Stock have been dcsign:ued :Is Series A The Series A 
Prefcm:d Stock has a liquidation preference ofSS.50 per share (as 
adjusted for any combinMions, consolidations, stock distributions, or 
stock dividends with respect 10 such sht1rcs) plus all decl :ired or 
accwnulalcd but unpaid dividends. The Series A shareholders ha\'e the right 
to convert each share into shares of Common Stock, pursuant 10 the 
articles of incorporation, at any time beginning 14 months aner the date 
nf issuance. As of June 30, I 99S, all outstanding shares of the Preferred 
Stoclc were Series A. 

7. co~ IMJTMENTS AND CONTINGENCIES 

OPERATING LEASES 

The Company leases certain office equipment and office space under 
opc:raling leases. Total rental expenses for the year ended June 30, 1998 
nod the period from lncepuon 10 June 30. 1997 were approximately SS-1.000 
and S4S,OOO, rcs_e«li\'cly. 
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Minimum lease paymen1s under nonc:.1ncclable leases for the years subsequent 
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to June 30, 1998 an: as follows: 

<TABLE> 
<CAP'TTON> 

<!TABLE> 

<S> 
1999 
2000 
2001 
2002 
2003 and lhcrca.llcr 

LmGATION 

<C> 
$123,000 
101,000 
111,000 

0 
0 

$335,000 

The Company is subject to various claims and legal actic .s which arise in 
the ordimuy course of business. In the opinion of managunent, the 
ultimate resolution of such matters \\ill not have 3 material adverse 
effect on the Compllly's financial position, liquidity, or results of 
opcr.ations. 

EMPLOThiENT AGREEMENTS 

The Comp&ny has entered into employment agreements with cenain executive 
officers (lhe "Employment Agreements*). Genenlly, the Employment 
Agn:cme:nls provide for a minimum wcelcly salary. In addition, the employee 
may participate in a bonus program and shall be eligible to receive 
qll211c:rly or 1Mual payments of a performance bonus based on the 
11chievcment of targeted levels of pcrfonnance and such other criteria as 
the board of di~ors $hall establish &om time to time. The chief 
executive offic:c:r's Employment Agreement provided for an additional bonus 
payment on July I, 1998. All unpaid bonuses are included in accrued 
compensation in the accompanying consolidated balance sheets. 

Each of the Employment Agru:ments i,u a tam of one year, and the term 
renews daily until tither paJty fixes the remaining term at one ycnr by 
giving wriucn ~ce. The Comp.my can tcrminat.e each employee upo11,dcath 
or disability (anlelined in the Employ~ AgrccmenlS) or with or without 
causo upon delivery af II notice of tcnnirmtion. If the employee is 
tmninatcd because of death, disability, or cause, the employee wlll 
receive any accrued compensation througlt the termination date IUld any 
accrued performance bonus. unless tho employee is terminated for cause. If 
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the c:mplo) cc is lcnninated without cause, the Company shall pay the 
employee severance payments equal to his/her minimum base 53Jary for e:ich 
wm during the six-month period following the t.cnnirunion date. Jfthe 
anployec is a director or officer of the: Company or ,my of its affiliates, 
the employee shall tendCT his/her resignation 10 such positions effective 
as of the termination date. 

Under the Employment Agreements, cJch employee agrees to maintain the 
confidentiali1y of the Comp:iny's trade secrets and confidential business 
infom1a1ion .. The employee also agrees for a period of one year follo\\;ng 
the tcnnination d:11e if he/she is terminated or resigns for any reason not 
IO compete with or solicit employees or customers of the Company or any of 
its affiliates within a 30-mile ndius of the Comp:iny's corporate otfices. 
provided that if the employee is tcnninated ,vi1hou1 e3use, the noncompcte 
period .shall be six months. 

R.ELATI0:-15HIP WITH IAS 

Because IAs are classified as indcpcndcn1 contractors and no1 as employees 
olfthe Company, the Company is unable 10 provide them with the S3me Jc,·el 
of dircction and o,·crnght JS company en1ployecs. While the Company has 
policies 3lld rules in place go .. eming the business conduct of 
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lAs and in1cnds to rC\icw periodically the sales tactics oflhe lAs, it 
may be difficult to enforce such policies and rules. Violation of these 
policies and rules mighl rcflccl ncgalively on the Company and may lead to 
complaints to or by various federal and stale regulatory authorities. 
Violation of the Company's policies and rules could subject the Company 
and its long-distance provider to complaints regarding the unauthorized 
swilthing of subscribers' long-distance earners (also known in the 
iodustry as "slamming~). Such complaints could have a material adverse 
effect on the Company's business, financial condition, and results of 
operations. 

REGULATION OF NETWORK MARKETING; EFFECT OF STA TE LAWS 

The (°ompany's nc1"ork marketing syst, . ..i is subjoct lo or affccled by 
c::xtt· ..sive government regulation, including, without limitation, federal 
a:nd state regulations governing the offer and sale of business fnnchiscs, 
business opportuniti-es, and securities. Various governmental agencies 
moniror direct selling activities, and the Company could be required to 
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MAXXIS GROUP, INC. 

1998 STOCK OPTION PLAN 

_ ARTICLS J 
- DEFIMTIONS 

As used herein, the foUowing lcnm ha~·c the following meanings: 

-13oam· sh3JI Mean 1he Board of Directors of t~c Company. 

t. 
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"Change in Control" shall mean 1he occurrence. of either of the following 
events: 

(i) A change in the composi1io11 of lhc Board as :i rcsull of which fewer 
than one-half of the incumbent directors arc directors who either: 

(A) Had been directors of the Comp:iny 24 months prior to such change; 
or 

(B) Were elec1ed, o• riominatcd for election, to the Board with the 
affim1ative votrs of at least a m~jority of the directors who had 
been directors of1hc Company 24 months prior to such change and 
who were still in office at the time of the election or 
nomination; or 

(ii) Any -pcnon· (as such tenn is used in s«lions IJ(d) and 14(d) of the 
fachl1nge Act), olhcr th,m any person who is n shareholder of 1hc 
Company on or before the Effec1ive Date, by the acquisition or 
aggrega1ion of securilies is or b«omcs the beneficial owner, direc1Iy 
or indirectly, of securities of the Comp.iny representing SO percent or 
more of the combined ,·oting power of the Company's then outstar:.;ing 
securities or<lin~rily (and apan from rights accruing under sptc1al 
circumstru1ccs) ha\'1ng the right to ,·ote at elections of dirt ~tors (the 
"Base Capital Stock"), except th:it any change in the relaL ,e 
beneficial ownership of 1he Company's securities by any person 
resulting solely from a reduction in the a~gate number of 
outstanding shares of Base Capital Stock, and any decrease thereafter 
in such person·s ownership of securities, shall be disregarded until 
such person increases in any manner, directly or indirectly, such 
person's beneficial ownership of ony securities of the Company. 

"Code" shall mean the United States lnterml Revenue Code of 1986, as 
amended and including cffcc1ivc date and transition rules {whether or nor 
codified). Any reference herein ro a specific section of the Code shall be 
deemed to include a reference to any corresponding provision of future law. 

"Commission• shall mean the Securities and Exchange Commission. 

"Committee" shall mean 11 committee of at least two Directors appointed from 
time lo time by the Bonrd, h~ving the duties and authority set forth herein in 
addition o any othg 
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aulhority gr:mlcd by the Boord. ln selecting the Committee, the Bo:ird shall 
consider (i} the benefits under Scclion 162(m) of the Code of ti.Ying a Commiuee 
composed of "outside directors" (as that Lenn is defined in the Code) for 
ecru.in gnints of Options to highly compens:,tcd executives, nnd (ii) the 
benefits under Rule I 6b-3 under the Exclwige Act of hnving a Commiuee composed 
of cilbcr the cnlirc Boattl or ;1 Committee of :it lc:i.st two Directors who .ire 
Noo-Employce Directors for Options granted 10 or held by any Section · 6 Insider. 
Al any time lhnt the Board shall not have appoinlcd a commillce as described 
abo,·c, :my reference herein 10 the Committee shall mean the Board. 

"Company• sh:ill mc:in ~l:>..nis Group, Inc., a Gcorg13 corporation 

·Disabled Optionee· shall me:in an Opl.ionee ,,ho suffers .i Permanent and 
Tota.I Disabili1y. 

MDircclor" shall m= a member of the Board and any ~on who is an 
advisory or honorary dncctor of lhe Company if such person is considered a 
director for the purposes of Section 16, as delc.mined by reference to such 
Section 16. 

• Effo:tive Date· shall mc.111 September 16, 1998. 

"'Exct.ange Act· shall m<"an 1he Securities Exchnnge r\ct of 1934, ~s :imended. 
Any reference herein to a specific section oflhe E.'tchange Acl shall be deemed 
10 ilKlude a reference to any corresponding provi~ion of future l.iw. 

"Exercise Price• sh31l mean 1he price al which an Op1ionce may purchse 3 
share of Stock 11ndcr a Stock Option Agreement. 

"Fair l\':irket Value· on any date shall mean: (i) the closing sales price of 
the Stock, regular way, on such date on the national securities exchange having 
the greatest volume oflrading in the Stock during the 30-day period preceding 
the chy the value is to be determined or, if such exch:ingc was nol open for 
ir:dwg on such date, the next preceding date on which it Wll.S open; (ii) if the 
Stock is Ml traded on any national sccuri1ies c.~cbange, the average of the 
closing hig bid and low asked prices of the St<"'lc on the ovcr-1hc-coun1cr 
ma.rice! on the day such value is to be dctennincu, or in lhe absence of closing 
bids on sur , day, 1hc closing bids on the next preceding day on which there 
were bid$, or (iii) if the Stock also is not traded on the ovcr-thc-<:euntcr 
m1rlcet, the fair markcl value as dctcnnined in good faith by lhe Board or the 
Committee based on such n:levant facts as may be available to the Board or the 
Committee. which may include opinions of independent c.'tpcns, lhe price;, 
which recent sales have.bet"n made. the book value of the Slock, and the 
Company's current and projccled future c:imi.ngs. 

"lnccnlive Stock Op1ion" s!1all mean an oplion to purch:isc any sleek of the 
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Q>mpany, which complies with and is subjCCI to the terms, limitations and 
conditions of Sceiion 422 of the Code and any regulations promulgated with 
respect thcrdo. 

·Non-Employee Dircctor" shall have the meaning set fonb in Ruic 16b·3 
unc:L.. the Exchange Act, u the same may be in effect from time to time, or in 
my QICX)t$$Qf 1ule thereto, 
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and shall be determined for all purpo$es under the Plan :iccording to 
intciprewive or ·no-action" positions with respect thereto issued by the 
Commission. 

"Officer" shall ll1C1ll a pcr10n who constitules nn officer of the Company 
for the purposes of Scaion 16. 

"Option" shall mean an oplion, whelher or not an Incentive , tock Option. 
to purclusc Stock granted pursuant to the pro\fisions of Article VJ hereof. 

"Optionce" slull mean a person lo whom an Option has been grnntcd 
bemmcla. 

"Pcnmnent and Total Disability" ,hall have the s.ame malling as given to 
that term by Code ·ec1ion 22(eX3) and any rcgula1ions or rulings promulgated 
lhcffundcr. 

"Plan" shall nw:an the Maxxis Group, Inc. 1998 Stock Option Plan, the tcnns 
of which an: set forth herein. 

"'Purc:basable" shall refer to Stoc:t which may be purchased by an Optionce 
under the terms of this Plan on or after a cemain date spcciticd in the 
applicable Stoclc Option Agreement. 

"Qualified ~ Rcblions Order" shall have the mewng set fonh qi 
the Code or in the Employee Rdimncnt Income Set:urity Act of 1974, or the 
ralcs'ind ~btions promulgated undct the Code or s1ICb Act. 

"Scc:tion 16" shall mean Section 16 of the Exchange Act md the rules, 
~ judicial dttisions, and intcrprctativc or "no-aaion" positions 
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with rap«1 I! :RIO or lhe Comm.ssioo, as the AIIlC may be in dfcc:t or SCI 

r<X1h &am time 10 1rmc. 

"'Section 16 lnsidcr" shall mean my pcfSOn "ho i$ S\lbjctt lo the 
pnmslom of Section 16. 

-stock" shall man tbcCommoo Stock, DO par value, orlheCcmpany or, in 
die evm1 lhat thc outstanding shares or Stock are bcn:after changed into or 
~ for slW'cs of a dilfcn:nl stock or securities of tbc Company or some 
other entity, such other stock or securities. 

"Sloclt Option Agrccmcn1· shall mt.Ill an agreement between the Comp111y and 
• Oprii amkr which the Oplic M. C may purchase Slodt hcmzocla", I sample 
bm of which is mached bc:ruo as Extul>it A (which fonn may be varied by the 
Committee in gnmtillg an Option). 

ARTICLE TI 
THE PLAN 

2.1 Name. This Pbn shall be known as the ·Maxxis Group, Inc. 1998 Stock 
Option Plan.• 
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2.2 Purpose. The purpose of thc Pbn is to advance the interests of the 
Company, its s,,.bsidizrics and its slw-eholdcrs by affording certain cmploy«s 
and Dirmors oftbc Company and its R1bsidizries, as well u key co.nsullants 
and adYdOl'S to lhe C«npany OI' any subsidiuy, JUI opportunity to acquire or 
inaeasc their propric:wy int~ in thc Company. The objective of the 
iuumce oflhe Oprioos is to promote the growth and profitability or the 
Compau) md its subsidiaries by providing Optionecs wilh an additional 
incentive to achieve the Company's objectives and 1o continue their association 
witb or savicc to lhe Compmy. 

L; Sbareholdct Approval. The Plan shall become cfT«th,c on September 16, 
199!; pn,"'ldcd. ~-c\'cr, that if the shadioldc:rs of the Company M \ 'C DOI , 

approved '.1e Plan dh or prior to the first aruu\'r'SII)' of such cffi:ctivc dale, 
' thm Ill op .uis granted.under lhc Pim shall be oon-lnccntivc Stoclt Options. 

If; at 1he t ,e of my amendment 10 the Plan. shareholder approval is required 
by the Code for lncmtivc Stock Options and such shareholder approval has not 
IM-"ll obl•incd (or is not obuincd within 12 months thereof), any lnccnth-c 
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Stock Options wued under the Plan shall automatically become options which do 
not q113Jiry ns Incentive Stock Options. 

ARTICLE Ill 
PARTICJP ANTS 

-P- • clus of persons eligil>le to particip:itc in the Plan shall consist of 
all persons "hose participation in the Plan the Committee determines to be in 
the best interests of the Company which shall include. but not be limited to, 
all Dir«tors and employees, including but nol limited to accutive persoMel, 
of the Company or any subsi ·uy, as well :is key c:onsulwts and advisors 10 
the Company or any subsi&uy. 

ARTICLE IV 
ADMINlSTRA TION 

4 .1 Duties and Powers of the Committee. The Plan shall be administered by 
the Committee. The Comminee shall select one of its members u its chail'111lln 
ll!ld shall hold its meetings at such times and pixes as it may determine. The 
Committee shall keq> minutei of its mcerings and shall make such rules and 
regulations for the conduct of its business as it may deem necessary. The 
Committee shall have the power 10 act by ulWlimous ,~,ine:n consent in lieu of a 
meeting and 10 meet by telephone.. In administering the Plan, the< 1mmi11ce's 
actions and determinations shall be binding on all interested parties. The 
Comrninee shall ha\e the power to grant Options in accordance ,,ith the 
provisions oftbe Plan. Subject 10 the provisions of the Plan, the Committee 
shall have the discre11on and authority 10 determine those individuals 10 whom 
Options will be granted, the number ofshnres ofStoclc subject lo eKh Option, 
such other matters as are sp«ilied herein, and any other tcnns and conditions 
ofa St.oclc Option Agrecmmr. To the c:xtent not inconsistent with the pro,isions 
oflbe Plan, ibc Commit c may give an OptJoncc an election to sumnder an 
Option in exchange for the grant of a new Option and shall ha~-e the 
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authority to amend 2! modify an out.standing Stock Option Agreement, or 19 \\ah-c 
a.uy provisio:, thcrcdf, pro~ided 1ha1 the Optionec consents lo such acuon. 

4.2 lnlcrpl'etltioo; Rules. Subjce1 lO the exprcs.s p"Ovisions of the Pl:an, 
ibc c.ommittce also shall have complete authority lo interpret I.he Plan, to 
Pff*nOC. amend, and rescind rules and regulations relating to it, lo 

.. 
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dc:tcnninc the dclails and provisions of each Stock Option Agreement, a.nd 10 
nuke all 01hcr de1crmin.11ions ncc=ry or ad~isable for the administration of 
the Plan, includiog. without limil21ion, the amending or altering of the Plan 
:11'14 l!ny Options gnnted haeunc:kr as m:iy be retiuircd 10 comply with or to 
conform to any fedtnl, $Ult, or local lav.s or regulations. 

4.3 No Liability. Neither any member of the Board nor a.ny mc:n1ber of the 
Committee shall be !wile 10 any person for any act or dctmnination made in 
good faith with respect to the Plan or any Op1ion granled hereunder. 

4.4 ~jonty Ruic. A majonty oflhe members oftnc Committee shall 
constitute a quorum. and any action 1akc11 by :a majori1y at a meeting al "hich a 
quonim is present.°' any ac1ion ulcco without a meeting evidcriccd by a writing 
C1CCU1cd b} :all the mcrnbcn of the Commincc.. shall conS1itute the action of 
the Committee. 

4.S Comp.in) Assisu.ncc. The Compmy sJQII supply complete and timely 
information to the Comm111tt on all matters relating lo eligible persons, 1hcir 
crnp!oymcnt. death, rctircmml. diszbility. or other termination of cmploymcn1. 
and such other pertinent facts :as the Commince may requite. The Com~ny shall 
furnish the Comn1111ee \\llh such clencal and 01her nss1s!llnce as is ncccss:u-y 
in the pcrfonnance of its duties. 

ARTICLE V 
SHARES OF STOCK SUBJECT TO PL\.'l 

S.I Limitations. Subject 10 adJuslmenl pursuant to the pro,,sions of 
Sec1ion S.2 hereof. the maximum number of shares of Stock 1ha1 may be issued 
hcmmder shall be 300,000, and nol more than 300,000 shares ofS1ock may be 
made ..ut;;«1 10 Options 10 any indi\"iduJl, in the a~lc, in :iny one fiscal 
ycaroflhc Company, such limimion 10 be applied in a maMerconsistem ,,ith 
the requirements of, :lnd only h> the atmt required for compliance wnh, 1he 
exclusion from the limi1.1tion on dcduclibilily of compensation under Section 
I f 2(w) of 1hc Code. Any or all shares or Stock subject 10 the Pl:ln m:ay be 
imic:d in ,ny c:ombirWion of Incentive Stock Ontions OT non-lnccnli\"c Stock 
Options, a. .i lhc amount ofSIOCk subj eel to lhe i'lan may be increased from lime 
lo time in , cordancc ,vith Article vm, pro,idcd 1ha1 the 101al number of 
shares ofS . .xlc issuable pursuant 10 Incentive Stock Options may not be 
il"ICTC&SCd 10 more than 300,000 ,,i1hou1 shareholder approval. Sh:ares subject 10 
an '1ptioo m.iy be ei\hcr aulhonzcd and unissucd shares or shares issued and 
liier acquir(d by 1he Comp311y. The shares COh"lcd by :any w10crciscd poiuon or 

' :tn OS,tion 1ha1 has tcrminalcd for 3ny reason (except ais sci forth in 1hc 
following panignph), or any forfciled portion of an Option, and uiarcs tendered 
for cashless exercise and ,vilhhcld for taxes ~y again be optioned under lhe 
Plan, and such shares sh:all not 
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be considered as having been optioned in computing the number of shares of Stock 
remaining available for optic , hereunder. 

lt"Options :ire issued in respect of op1ions lo aGquirc s1ock of any cn1i1r 
acquired, by merger or othCt\viSC, by 1he Company (or any subsidiary of lhe 
Company), 10 the cxtenl lhal such i.ssuM!Ce shall not be inconsistent \\ith lhe 
terms, limi tiuions and conditions of Code Scc1ion 422 or Rule 16b-3 under 1he 
Ex.change Act, the aggregate number of shares of Stock for which Options may be 
gr:mtcd hcmmder sh.111 au1om3tically be increased by the number of shares 
subJecl lo the Options so issued; provided, howe,·cr, thnl the 3ggrcgate number 
of slwcs of S1oc .. for\\ hich Options may be gr:inlcd hereunder sh.111 
automatic;ally be 1.kcreascd by 1he number of shares CO\"ercd by any unc.lerciscd 
portion of :n Option so issued thlll has tcrminalcd for any reason, and 1hc 
shares sub;cct 10 3ny such une.~CTciscd por1ion may nol be optioned to any other 
person. 

S.2 An1id1lution. 

(ll) lf(1) the ou1standmg shares ofS1ocl: ue clwiged into ore.'CChJ:iged 
for a difT~nt number or kmd of shares or othcr securities of the Company by 
ml50n of merger, consohdation, roorg.aniu.tion. rcapitalizatioc. 
rcclJissifica1ion, combin1tion or exchange of shucs, or stock split or stock 
dividend, (i1) any sp.,H>fT, spin-out or other disuibu1ion of assets 
nweriaJly ofTcc1s the price oflhe Company's stock. or (iii) there is any 
assumption and conversion 10 the Pim by the Company of 11n acquired company's 
outstanding opuon gnn1s. then· 

(A) the Comminc-c, in its sole and absolute discretion, may adjust 
propo11tonaldy the aggrepie nmnbcr and kind of slwes of Stock 
for which Options may be grar ed haeundcr; and 

03) the Conunin.cc, in ilS sole and absolute discretion, may ad;ust 
proportionatdy the rigJits ofOp1ionccs (concerning the number of 
shares subject to Options md the Exrrcisc Pnce} under 
outstanding Options. 

(b) In the event °iif an anticipated Change in Control, or if the Company 
' stall be a pasty to any rcorpniu1ion, im'Ol\'ing merger, consolidation, or 

acquisition of the stock or substantially all the assets oflhe Company, tbe 
Board Of" the Committee, in ilS discretion, may: 



' 

·, 

(i) notwithsumding other provisions hereof, declare that all Or•ions 
gnmted under the PIJ1J1 shall become cxcrcis:ible immediately 
notwithstanding the pro,•isions "r ,1,,. l"('<f'<'Ctive Stock Option 
Agreements r,:g:mling e~crci,:ihil ity int1 •h~t ~11 ~,ch Optinm 
shall terminate 90 days after the Commillce gwes wri11en notice 
of the immediate right lo exercise all such Options and of the 
decision to terminate all Options not exercised within such 
90-day period; and/or 

(ii) notify all Optionces that all Options granted under th, Plan 
shall be assumed by the successor corporation or substituted on 
an equitable b:isis ,\ith options issur.d by such successor 
corporation. 
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(c) If the Company is to be liquidated or dissolved in connection \\ith a 
reorganization described in Section S.2(b), the provisions of such Section shall 
apply. In all other instances. the adoption of a !Plan of dissolution or 
liquidation of the Company shall, not,\ithsl3nding other provisions hereof, cause 
every Option outstanding under the Pl3n to terminate to the extent not e.\crcised 
prior io the adopLion of the plan of dissolution or liquidation by the 
shareholders, provided that; notwithstanding other provisions hereof, the 
Commillcc may doclare all Options gnmted under the Plan to be exercisable at 
any time on or before the fifth business day following such adoption 
nor ,.listanding the provisions of 1he respccti,·c Stock Option Agrcemmts 
regarding exercisability. 

(d) The adjustmcnts descnbed in paragraphs (a) through (c) of this 
Sections.· and the ml!Mcr of their application. shall be determined solely by 
the: Board or the Commiuce, and any such .idjus11ncn1 may provide for the 
elimination of fractional sh:ire inlcrests; provided, however, that any 
adJustmc:nt made by the Board or the Contmiucc shall be mnde in n ma1U1cr lllnt 
will not cause an Incentive Stock Option to be other than an Incentive Stock 
Option under applicable statutory and rcgulnlory provisions. The adjustments 
required under this AI11cle V shall npply 10 ruiy successors of the CompJny and 
shall be made regMdless of the number or type of successive events requiring 
,uch adjustments 

ARTICLc VI 
OPTIONS 

6.1 Types of Options G,anlcd. l11e Co1111niuce may, under this Plan, grant 

.. 

.. 
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either lnccnta,-c Stock Options or Options , hith C:o not qualify as lnccnti\'e 
Sto<k Options. Within the limiutions pro, idcd in this Pl:in, both types of 
Options nuy be gninlcd 10 the same person at the s;,me time, or al difTmnl 
times. under diffatnl tcnns anti C(lndilions. as long ;1s the terms nnd c-C1ndi1ions 
of each Option arc consistent with the provisions of the Plan. Without 
limi Ulion of lhc foregoing. Options may be granted or may ,·est and become 
c:,._,cisable subJect lo conditions based on the financial performance of the 
Company or any other factor the Commillcc deems rclcv.inL 

62 Option G1'21\t and A"Jccmcnt. ~h Option g,anlcd hereunder slull be 
evidc:nc:c:d by minutes of a meeting or the written consent of the Commiuee :and by 
a ... rincn Stock Option Agrecmau C).ttutcd by the Company and the Op11oncc. The 
terms oflbe Option, including the Option's duration, time or limes of exercise, 
cxc:rc:isc price and whether the Option 1s intended robe an Incentive Stock 
Option. shltll be i;u:cd in the S1oclc Optio'l Agreement. No lr.centive Stock Option 
m.1y be gntnlcd more than ten ycus afia the earlier to occur of the Effccti\ e 
Date or the cute lhe Plffl is :appro, cd by the Company's slurcholders. Sep.lrate 
Stock Option Ag,ecmcn:s may be used for Options intended 10 be lnccn1i,e Stock 
Op11ons ard those DOI so intended, but any failure to use such sep:inle 
agrcemcnlS sh:111 not invalidate, or otherwise adversely affect the Optionee's 
interest in. the Options t'1C:en-:ed thacby. 

7 
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The gr.,r.t of :m Option pursuant to this Plan shall not affect in any \\ I }' 

the riglu or power oftJ, .. Company to make adjustments, reclassifieations. 
rcorguuuuons or char,i.cs of its cap1lal or business structure, or to merge or 
coruclidate, or 10 dissohe, liquidlle, sell or 1nnsfcr all of :iny pm of its 
business or as:scts 

6.3 Optionce Limitation. The Committee shall nol grant an lnccntivc Stock 
Option to any person who, at the time the lncmtivc Stock Option is gr.u,1cd· 

(a) is not an employee of the Company or any ofilS subsidiaries; or 

(b) owns or is considered 10 own stock possessing at least 10-/o of the: 
lol.a1 cc '.nat \'Oting power of.tll dlSSC3 of stock of the Comj)J.lly or an)' ~f its 
Jm'Clft oc subsidiary corporations; provided, however. thltt this limitation shltll 
noc apply i! at lhc time :in lr".centi\e Stock Option is granted the Exercise Price 
is a: leass I I~ of the F~ir Market Value of the Stoclt subject to such Option 
and such Option by its tnms \\Ould r.01 be ~~crcisablc 3ftcr fi,-c yc3rs from the 

,• 

. . 



dale on which the Option is granted. 

6.4 SI 00,000 Limitation. Except ns pro,·idetl below, the Commillee shall not 
grant an Incentive Stock Option to, or modify the e'(ercisc provisions of 
outs1anding Incentive S1ock Options held by, ar.y person who, at the time 1he 
focenlivc Stock Option is granted (or modi lied), would thereby receive or hold 
any Incentive Stock Options of1hc Company and any parent or subsidiary of the 
Company, such 1ha1 1hc aggrcgale Fair Markel Value ldetermined as of the 
respective dales of erant or modi ficalion of each oplion) of 1he stock wi1h 
respecl 10 which such lnccnlive S1ock Op1ion.s arc exercisable for the first lime 
during any calendar year is in excess ofSI00,000 (or such 01her limi·l as may be 
prescribed by the Code from lime 10 lime); provided tha1 the foregoing 
rcstric1ion on mod•fica1ion of ou1stonding Inccn1ivc Stock Options shall not 
preclude the Commiuce from modifying nn outstanding Incentive Stock Op1ion if, 
as a resuh of such modification and with the consent of the Optionce, such 
Option no longer cons1itu1es an lnccnlivc S1ock Oplion; and provided tha1, if 
the SI00,000 li!t' ila1ion (or such other limi1a1ion prescribed by 1he Code) 
described in this Section 6.4 is c,~ccedcd, lhc focentivc S1ock Oplion, 1hc 
gran1ing or modificaifon of which resuhed in 1he exceeding of such limit, shall 
l!>c lrcated as an lncennve Stock Op1ion up to the limitation and the excess 
shall be lrea1ed as all Option not quali fying as: an lr1cen1ivc S1ock Oprion. 

6.5 Exercise Price. The Exercise Price of the Stock subject 10 e~ch Option 
shall be delcnnined by lhc Comminee. Subject to lhe provisions oi Scc1ion 
6.3(b) hereof, the Exercise Price oian lnccn1ivc Stock Option shall not be less 
than the Fair Market Value of 1hc Stock as of the date the Option is gran1ed (or 
in the case ofan lnccnli\'c Stock Op1ion that is subscquenily modified, on 1hc 
date of such modifica1ion). 

6.6 Exercise Period. T11e period for 1he exercise of each Op1ion granted 
herec" 'er shnll be de1en11ined by the Cornmi11ec, but 1he S1ock Op1ion Agreement 
with respect to each Op1ion intended to be an Incentive Stock Option shall 
provide LhaJ such Option shall not be exercisable after 1he c.xpiralion of 1cn 
years from the date of grant (or modification) of 1e Option. In a.,:!di1ion. no 
lncentive St x:k Option granted under 1he Plan shall be exercisable prior to 
shareholder approval of1he Plan. 

s 
<PAGE> 12 

, 6. 7 Option Exercise. 

(a) Unless olhcrwi~e pro"ided in 1he Stock Oplion Agreement or Section 6.6 
hereof, :m Option may be exercised al any time or from time lo time during the 

.. 
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1erm of 1hc Option as 10 any or all sh:ues "hich hav< become Purchasable under 
the provisions of the Option, bul nol al any lime ns 10 kss lh~n 100 5-hJrcs 
unless the mnaining shares thal have become so Purchasable are less than I 00 
shares. The Commilltt shall have the authority 10 p~scribc in any Stock Option 
Agreement 1ha1 lhe Option may be exercised only in accordJnce wi th a vesting 
scht>' ,le during the term of the Option. 

(b} An Op1ion shall be excrciscl by (i) delivery to 1he CompJny al its 
principal office a wriucn notice of exercise with respect 10 a specified number 
of shares of Stock and (1i) pn· 11cn1 to 1hc Company al 1ha1 office of the full 
a.inounl of lhe Exercise Prire for such number of shares in accordilnce wi1h 
Scuion 6.7(c}. lfrcques1cd by :lll Op1ioncc, an Option may be exercised w11h lhc 
involvemenl of a stockbroker in nccon:br..:e with 1hc federal margin rules set 
forth in Rcgufation T (in which case the certificates repr.esenting the 
underlying shares" 111 be delivered by the Company directly lo the stockbroker). 

(c} The faercise Puce 1s to be pa1J in full in clSh upon the e>.ercisc of 
the Option and the Comp2ny shall not be required to deliver certificates for the 
shares purchased unul such payment has bcrn m:ide; provided, however, th~t in 
lieu of cash. all or any portion oflhe E'(ercise Price may be paid (i) by 
tendering to the: Company shares of Stock dul)' endorsed for 1ransfcr and o ncu by 
the Optionee or (ii) by :u1horiza1ion 10 1he Company 10 withhold shares of Stock 
otherwise issuable upon c~crcise of the Option, 111 e.ich c:ise 10 be ~redited 
ag:unst 1hc E:otcrcise Price at the Fair Market Value of such shnre$ ,in the dntc 
of exercise (howe,·cr, no fractional shares m.iy be so transferred, and the 
Complny shall not be obligated 10 make any cash payments in considcrttion o f ~ny 
excess of the aggreg:ue Fair Market Value of sliarcs 1ransfcrrcd o,·cr the 
1ggrcga1e E.'(erc-ise Price); provided fun her, tht11 the Board mny provide in a 
Stock Option Agreement (or may otherwise dctennine in its sole discretion at the 
time of exercise) that. in lieu of cash or shares, all or a portion of the 
Exercise Pn ce may be lid by lhe Op1ionee·s e.'l:eculion of a recourse note equal 
10 lhe Exercise Price or relevant portion thereof, subJecl to compliance with 
applicable state and federal laws, rules nnd regula11ons. 

(d) rn addition 10 and at the lime of payment of lhe Exercise Price, the 
Optionee shall pay 10 the Company in cash the full amount of any federal, state, 
and loal income, employment, or other withholding 111.'(CS applicable to the 
taxable income of such Optionec resulling from such exercise. However. in the 
discretion of the Conunillee any Srock Option Agreement may provide that all or 
any portio. of such ta.'( obligations, logether wi 1h additional la'(CS not 
exceed in the actual add11iorul l.:a.'(cs 10 be owed by the Optionee as a result or 
such C.'(ercise, may,=iipon the irrevocable election of the Optionec, be paid (i) 
by lchdering to the Company whole shares ofSto~k duly endorsed for transfer a11d 
owned by the Optionee or (ii} by authorization to the Company to withhold sh:i1cs 
of Stock otherwise issuable upon exercise of the Option, in either case in that 
number of shares ha\'ing .1 Fair Market Value on the d:ue of exercise equal to 1he 

.. 



' 

.. 

amount of such taxes 1hcrcby being paid, and subj eel 10 such rcstriclions as to 
the approval and timing of any such elcclion .is the Commiuec may from time to 
time detmnine to be necessary or 
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appropria1e 10 satisfy the condilions of the exemption set fonh in Ruic 16b-3 
under the Exchnoge Acl, ifsueh rule is applicable. 

(e) The ho Ida of an Option shall not have ony of the righ1s oh 
shareholder with ;-cspcct 10 the shares of S1ock subject lo the Option until such 
sh:i.res have been issued and lr31lSfcrrcd to the Optionec UPOn lhe c...:crcise of the 
Option. 

6,8 Nontrac.sfenbility of Option. No Option shall be tnnsfcnblc by an 
Optionce other thm by will or the laws of descent nnd distribution or, in the 
case of non-Incentive Stock Options. punuant to a Qualified Domestic Relations 
Order, and no Option shall be transferable by an Opuonce \\ ho is a S«tion 16 
Insider prior 10 shareholder appro\'31 of the Plan. During the lifetime of an 
Oplionce, Options shall be c...:crcisablc only by such Optionee (or by such 
Optionec's guardian or legal rcprcscntJtivc, should one be .ippointed) . .. 

6.9 Termination of Employment or Scnice. The Commitlcc shall ha,·e the 
powa lo specify, \\ilh rcsp«l lo lhe Options granted to a particular Op1ioncc, 
the effect upon such Optionec's right 10 cxcreisc. an Option on 1ennin.11ion of 
such Optionce's employment or service under various circumsunccs, "hich cffct! 
may include immediate or deferred tcnnination of such Optioncc's rights under 
an Option, or accclcnlion of 1he date It which an Option may be cxcreiscd in 
full;, .,vidcd, however, that in no event may an lncc:ntive Stoclc Option be 
c:xercis.cd :ulcr the e>.piration often years from tJ1e date of gr4111 tbucof. 

6.10 Employment Rights. Nothing in the P,.m or in any Stoclc Option 
Agreement ball confer on any pcison my right 10 continue in the employ of the 
Company or any of its subsidiaries, or shall interfere in any way with the 
right of the Company or any of its 5Ubsidiaries 10 terminate ~ pcison's 
crop!oymeot at any 1ime. 

6.11 Certain Sl.1£CCSS« Options. To the extent not inconsistent with the, 
terms, limit~ions and conditions of Code S«tion 422 and any regulations 
proa1\llp.tcd with respect lhcrelo. an Option ii.sued in respttl of~ option held 
by an employee to acquire stod: ofany entity acquired, by merger or otherwise, 
by the Compmy (Of any subsidmy of the Comp4ny) may conlllin tcnns that diffa 
from lbosc stated in llus Article Vl, but solely to the extent necessary to 

.. 

.. 

. -



pTC:scrve for any such employee the rights and benefits cont.lined in such 
predecessor option, or to ~tisfy the rcquircmcnts of Code Section 424(:1). 

6.12 FfTeet orChln!!C in Control The Committee may de1erminc, at lhc 
1imc of gran1ing an Op1ion or 1hcrcaficr, 1hat such Oplion shall become 
excrcis:ible on 311 :iccclcra1cd b:isis in lhe event 1ha1 a Change in Control 
occurs wi1h rcspccl 10 1he Company (Md the Commiuee shall have the discretion 
tc .,1odify lhe defini1ion of3 Change in Control in a panicular Slock Oplion 
Agrccmenl). lf1he Commi11ce finds thal there is a reasonable possibili1y 
1lut, w11hin the succeeding si~ months, a 'nange in Conirol will occur with 
re.spec! 10 1he Company, then 1he Commi11ec may de1cm11ne 1ha1 all oulstanding 
Oplions shall be excrcisab . ..c on an acceleraled basis. 

10 
<PAGE> 14 

ARTICLE VII 
STOCK CERTIFICATES 

The Company shJII not be required to issue or deli"cr any ccrtilica1c for 
shares of Stock purchased upon the c.~cr.:1se of o.ny Option 1,ranted hereunder or 
any portion 1hercof pnor to fulfillment of all of the following cc ,di1ions. 

(a) The admission of such shares 10 lisung on all stock exchanges on 
which the Stock is lhcn li!tcd; 

(b) The complclion of any rcgis1ra1ion or 01her qualification of such 
shares which the Committee shall deem necessary or ad"isable under any federal 
or stale law or under :he rulings or regulations of the Commission or any other 
govcmmcn1al rcgul . ry body; 

(c) The oblaining of any approval or olher d=c from any fcdCT11l or 
state governmental atency or body which the Commillec shall determine 10 be 
necessary or advisable; :ind 

(d) The lapse ofsueh reasonable period of time following the exercise of 
the Option as 1hc Board from ume 10 tim may e;1ablish for rC3SOns of 
ndrninistruti\'c conv_£niencc. 

' S(<K\. ccnific:ntcs issued and delivered 10 Optionecs ~hall bC3r such 
rc:stnct1vc legends as the Company shall deem nr<:essnry or advisable pursuant 
to applicable federal and state sccurilies laws. 

. . 
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ARTICLE VIII 
TERMfNATION AND AMENDMENT 

8.1 Tem,ination and Amendment. The Board may at any time terminate the 
Plan, Md may al any time and from time to time and in any respect amend the 
Plan; provided, however, that the Board (unless its actions arc approved or 
mificd by the shareholders of the Company within twelve months of the date 
that the Board amends the Plan) may not amend the Plan lo: 

(a) lncrcnsc the total numw of shares of Stock issuable pursuant to 
Incentive Stock Options. c:<ccpt as contcmplalcd m Sections 5.1 and 5.2; 

(b) Change the class of employees eligible to receive Incentive Stock 
Options that may pllJ'ticipatc in the Plan; or 

(c) Otherw;se materially increase the benefits accming to reeipients of 
Incentive Stock Options under the Plan. 
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8.2 Effect on Optionee's Rights. No tem1ina1ion, amendment, or 
modification of the Plan shall affect adversely nn Opuonee's rights under a 
Stock Option Agreement without the consent of the Optionec or his legal 
representative. 

ARTICLE IX 
RELATIONSHIP TO OTHER COMPENSATION PLANS 

The adoption of the Plan shall not affect any other stock option, 
; ... .:ntiYe, or other compensation plans in effect for the Compnny or any of its 
Sllbsidiarics; nor shall the adoption of the Plan preclude the Company or any of 
its sub-idiarics from establishing any other fonn of incentive or other 
compensation plan for employees or Direct .s of the Company or any of its 
subsidi .rics. 

ARTICLEX 
:-MISCELLANEOUS 

I 0.1 Plan Binding on Successors. The Plan shall be binding upon the 
successors and assigns of the Company. 

, I• 



10.2 Singular, Plural; Gender. Whenever used herein, nouns in the 
singular shnll include 1he plural, nnd 1he m11Sculine pronoun shall include the 
femir .,e gender. 

10.3 Headings, etc., No Part of Plan. Hca 'ings of Aniclcs and Srclions 
hereof are inserted for convenience and reference; they do 1101 constirute part 
of the Plan. 

10.4 lntcrpretation. With respect to Section 16 Jnsidas, transactions 
under this Plan are intended to comply with all npplicable conditions of Rule 
I 6b-3 or its successors under the Exchange Act. To the extent any pro,•ision of 
the Plan or action by the Plan administrators fails to so comply, it shall be 
deemed void to the extent pcrmiued by h1w and deemed advisable by the Plan 
administnllors. 

• • • • • 
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IN WITNESS WHEt-.EOF, the Company has caused this Plan to be executed as of 
the dare set forth above. 

-ATTEST: 

Isl 111tnes W. Brown 

MAXXIS GROUP, INC. 

By: ls/Thomas 0. Cordy 

Name: Thomas 0. Cordy 
Title: Chief Executive Officer 



--·-----
Name: James W. Brown 
Title: Secrc1ary 

{ CORPORATE SEAL J 
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EXHIBIT A TO 
MAXXJS GROUP, INC. 

1998 STOCK OPTION PLAN 

MA.XX:IS GROUP, INC. 
FORM OF STOCK OPTION AGREEMENT 

TIUS STOCK OPTION AGREEMENT (this "Agreement"}, entered into as of this 
_day of by and between Maxxis Group, Inc., a Georgia 
corporation (the "Company"), and (the "Optionee"). 

WHEP.EAS, effective as of September 16, 1998, the Board of Directors of the 
Company adopted a sroclc option plan known as the "Maitxis Group, Inc. 1998 Stock 
Option Plan• (the "Plan"), and recommended 1hat the Plan be approved by the 
C;mp.anys sharch.,ldcrs; and 

WHEREA.s, on October I, 1998, the shareholders adopted the Plan; and 

WHEREAS, the Committee has granted the Optionee a stock option lo purchase 
the number of shares of the Company's common stock as set fonh below. and 

WHEREA.s. thcrCompany and the Optionee desire Co eQ!tr into a wrilfen 
' Agretmcnt with rcspccuo such option in accordance with lhe Plan. 

NOW, 11fEREF :JRE as an employment incentive and 10 encourage S1ock 
ownership. and also ;n consideration oftl1c mutual covenants contained herein, 

. . 
I ' 
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.. 

the pu ties hcrct.o agree as follows. 

l. ln!;orpor.nion or Pim. This op1ion is granted pursuant 10 the 
provisions of the Plan, :ind ,.,e 1enns and deli nitions of the P!Jn arc 
incorporated herein by rciercnce and made a p:i.n hereof. A copy of the Plan 
has been dclivcml to, and receipt is hereby acknowledged by, the Optionce. 
Capitalized tcnns not otherwise defined herein shall have the meanings ascribed 
10 them in the Plan 

2. Grant of Option. Subject 10 the 1em1s, restrictions, limitations and 
conditions s13lcd herein. the Company hereby evidences its grant 10 the 
Optioncc, not in lieu of sabry or other compensation, of the right and option 
(the "Option") to purchase all or 1111y pan of the number of shares of the 
Con1p:my's Common Stock, no par Hlue (the "Stock"), sci fonh on Schedule \ 
.suached hr~to Jnd incC'rporntcrl herein by reference. The Option shall be 
excrci~ble in the amounlS ;u:d at the time specified on SchcJule A. The Op11on 
slull expire and shall 1101 be cxcrc1sable on 1he date specified on ;chedule A or 
on such earlier date as 
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determined pursuant •o Section 8. 9, or 10 hereoi. Schedule A states ,,hctl1er the 
Option is intrnded tc. .le an lncenti,·e Stock Option 

3. Purc:hase Pncc The price per share to be paid by the Oplionee for the 
shares subject to this Option (the "Exercise Price") shall be as specified on 
Schedule A, which price shall be an amounl not less lhan the Fair Market Value 
of a share of S1ock as of the Dale of Grant (as defined in Section l l below) 1f 
the Option is an lncrnti,-c Stoclc Option. 

4. Exercise Tcm1s. The Optionce must exercise the Option for at least the 
lesser o r JOO shares orthe number of shares of Purchasable S1ock as 10 which 
tlle C. , ,:,n n:ma.ins unexercised. In the event this Optic. :• 1101 exercised with 
respect to all or any pan of the shares subject to 'iis Option prior 10 its 
expiration, tllc shares with respect 10 which this Option was not exercised 
.hall no longer be subject to this Option. 

S Option Non-Tr.insforable. No Option shall be transferable by on 
Optioncc other tllan by will or the la\\s of descent and distribution or. m the 
cue of non-Incentive Stock Options, pursuant to a Qualified Domcs1ic Refntions 
Order, and no Option shall be transferable by an Optionce who is a Sec1ion 16 
Insider prior to slurcholdcr approval of tlle Pim. During the lifC1ime of an 
Optionec, Options shall be exercisable only by such Optionee (or by such 
Optionee's guardian or legal representative, should one be appointed) 

.. 
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6. No1ice of Exercise of Op1ion. This Oplion may be exercised by the 
Optionec. or by the Op1ionee's adminis1111tors, exautors or personal 
rq,r=talivcs, by a wriuen no1ice (in substan1ially the form of the Notice 
of Exercise an~chcd hereto .is Schedule B) sig.ned by lhe Optionce, or by such 
;idministrators, cxccu1ors or pcnon;il rcprcscnm1\·es, nn<l delivered or nt3ilcd 
to the Company as specified in Section 14 hereof to the ;itlcntion of1he 
President or such other officer as the Comp;iny may designate. Any such notice 
shall (a) specify the number of sh;ircs of Stock which the Optioncc or the 
Optioncc's admmi.strators, executors or personal rcpresento1fvcs, ns 1he case 
may be, then elects to purchase hereunder. (bJ contain such infom1a1ion as may 
be reasonably rcquimJ pursuant to Section 12 hereof, and (c) be nccompanml by 
(i) a c.cttilicd or cashier's check p;iyable to the Company in payment of 1hc 
loul Exercise Price 3PPlicable to such shares as provided herein, or (ii) 
wrcs of Stock owned by the Optionee and duly endorsed or accomp:micd by stock 
tnnsfcr powers or ;iu1horization to the Company to withhold shnrcs of Stock 
otherwise issuable upon exercise of the Option. in each case having a F;iir 
Market Value equal 10 the 101.il fa«cisc Price applicable to such shares 
purchased hereunder, or (iii) a cenified or cashier's check accompanied by the 
number of shares of Stock whose Fair Market Value when added to the amour.t of 
the cheek equals the total faercise Price applicable to such shares purchnsed 
hereunder. Upon receipl of any such notice Jnd accomp;inying p:t)1ncnt. 31:d 
subject to the tenns hereof, 1he Compan)' ;igrccs 10 issue to the Optione: o: the 
Op1ionee's ndmini5tr:itors. c,ccutors or pcrsonll rcprcsentath·es, JS th~ c~;; 
may be, stock ccnificatcs for the number or shares specified in such noucc 
rcgisiercd in the name of the person exercising this Option. 

7. Adj~~lment in Option. The number of shwes subJccl to this Option. the 
Exercise I- cc and other maucrs arc subject to Jjustment during the tern, of 
this Optior m accordJnce wi1h Section 5.2 or the Plan 
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S. Tcrmin:itton or Employment. Except as otherwise spec1fic<l in Schedule A 
hereto, in 1hc event c' the termi1n tion of the Optionee's etnplo)'ment with the 

'- Company or any of iis subsidiui.:.s, other 1h30 a termination that 1s for 
disability or death, the f' tionee may c.~ercise this Option at any time w1th111 
90 days after such tcrmin3tion to the extent of the number of sh;ircs which were 
Purd1.u;iblc hereunder JI 1h,; date of such tcrminJtion . 

•• 
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9. Dis:tblcd Optionec. In 1he even I of 1crmin.11ion of cmploymen1 bec.iusc 
of the Optionec becoming a Disabled Optioncc, the Optioncc ( or his or hct 
personal rcprcscnta1ivc) may exercise this Option, within a period ending on 
the e;irlier o( (a) the llSt il;ay of the one year pmod following the Optioncc's 
disability or (b) the c~piration date of this Optio!l, 10 1hc extent of the 
'UllTlba of share$ which were Purch:isablc bCTCtJndcr at the date of such 
tumination. 

10. Dc;ath ofOp1ioncc. Except as otherwise sci for1b in Schedule A, in 
the event or the Opuoncc's d~th whale (i) employed by 1hc Company or any of 
its subsidiaries or (ii) within three mon1hs aner a tcm1ina11on of such 
employment, the appropnatc persons dcscnl>ed in S«1ion 6 hereof or pcnons 10 
wnom all or a ponion of 1his Option is transfcrrcd m .iccordance with Sce1ion 
S hen-of may e,o-cise this Op1ion JI any 1ime within :i period ending on 1he 
c:irlier of (a) 1he llst day of lhe one ycnr period following 1hc Oplloncc's 
death or C>) the ~piratfon d:ite of this Op11on. If the Op1ioncc w;1s an 
employee of the Company at the lime of death, this Option ma be so c:<m:1scd 
to the extent ofthe number of shares that "ere Purchasable her, undcr at the 
da1e of death. If the Optionce's cmploymcnl terminated prior to his or her 
death. this Option may be exercised only to the extent of the number of ihucs 
co,•cn:d by this Opion which \\ere Purcha•~ble hercw1dcr .11 the date ofs1,;,h 
tcm1i11."1tio:1 

11. Date of Grani. This Option was gran:cd by the B=d of Dircetors oi 
the Company on the 'ate set fonh in Schedule A (the "Date ofGranl") 

J 2. Compliance \\1th RcgulJtory Matters. The Optionee aclcno" ledges that 
the issu:ince of capii,I stock of lhe Company 1s subjcet to limitations imposed 
by federal and sute Jaw ;ind the Optionce hereby agrees that the Comp;iny shall 
not be obligated to issue any sh3res of Stock upon exercise ofth1s Option that 
would cause the Company to ,iolate J:iw or any rule, regulation, order or 
consent decree of any regulatory authorit} (including without limitation the 
Commiui"n) ha,ingjurisdiction over the affairs of the Company. The Optionee 
agrees that he or she will provide the Company with such infonmtion as is 
rcasonab. / requested by the Company or its counsel to dc1crminc wlic:her the 
i$$Ua.,, of Stock complies ,vith 1he provisions described by this Section 12. 

13. Restriction on Disposition of Shares. The shares purchased pursuant 
to the exerc.iic of an 1.nccnti,·c Stock Option shall not be transferred by the 
Optionce c:<ccpt pursuJnl to the Optionee's will. o r the l:iws of descent ar:d 
disln"bution. until s~h dale which 1s lhc later of two )'CU'S after the gnnt 
of $Uch Jncrnti,e Sro.-:1: Option or one year an.er the tr:msfcr of the shJf('S to 

, lhc Optionce pursuant to the exercise of such Incentive Stock Option. 



' 
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14. M iscdlancous. 

(a) This Ag,eemcnt shall be binding upon the parties hereto and their 
rcprc:scnLltives, successors and assigns. 

(b) This AgJ'CCfflall is executed anJ delivered in. and shall be governed by 
the laws of, the State of Georgia. 

(e) Any ~uests or notices to be given hereunder shall be deemed given, 
and any elections oc exercises to be made or accomplished shall be deemed made 
or 3eComplished, upon actual delivery !hereof ro the designated recipient, or 
thr.:e days ancr dC"pOsit thereof in the United Slates mail, registered, return 
receipt requested and postage prepaid, addressed, ifto the Optionee, at the 
address set fonh below ind, ifto the Compuiy, to the executive offices of the 
Company nt 1901 Montreal Road, Suite 108, Tucker, Georgia 30084. 

(d) This AljfCtmcnt mlly not be modified c:xccpt in writing executed by each 
or she parties hereto. 

(e) ln the c\'cnt that any one or more of the provisions or portion thereof 
ccmtained in this Agreement sh311 for any TQSOn be held to be invalid, illegal 
oc unenforceable in any rcsp«t, the same shall not invalidate or otherwise 
&ff~ • any other pro'<isions of this Agreement,~ this Agreement shall be 
com:tJ\led as if the invalid, inept OT unenforceable provision or portion 
ftlercofb"ld OC'\'-cr been contained herein. 

(f) Su~ cct to the tCTfflS and conditions of the Plan, which is incorporlled 
bcR:in by refCffllec, this Agreement expresses tl'le entire understanding and 
~ of lhc ~cs hereto. This Agreement may be executed in two or more 
a.antapans. each ofwhlch shall be deemed an original, but all of which shalJ 
CCNlitute ooc md I.be same instrument. 

·' 

.4 

I • 

.. 
' 
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[N WITNESS WHEREOF, the Board of Directors of the Company has call$Cd this 
Stock Option Agreement to be executed on ~alf of the Company and the 
Cr p:my's seal 10 be affixed hereto :ind allc:slcd by the Sccn:t:uy or an 
Assistant Scueuryofthc Comp11ny, and the Optionee has excculed this Stock 
Option Agreement under seal, all as of the day and year first above wrillcn. 

MAXXlS GROUP. INC. OPTIONEE 

By: 

Nmae: Name: 
Title: Address: 

ATIEST: 

Scacw.ry/ Assistant SccretU)' 

[SEAL] 
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s 

_ SCHEDULEA 
TO 

STOCK omoN AGREEMENT 
BETWEEN 

MAXXJS GROUP, INC. 
AND 

•' . ,. 



Dated: ------

I. Number oCSban:s Subject to Option: 

2. This Option (Check one) ( J is [ J is not an Incentive Stock Option. 

3. Option Exuci5e Price: S __per dlare. 

-4. D.itc of Gr.ant: 

S. Option V.=sting Scbe4ulc: 

Ch«kone: 

( ) Options Are cxacisab!e with rc:spcet 10 al I 
shares on or aficr the date hereof. 

( ) Options arc exercisable with respect 10 the 
number of shares ir.dieated below on or aficr the dote 
indiratcd next to the number of shares: 

No.o(Sb.arcs Vesting Dale 

<l'AGE> 23 

6. Opcioo Exercise Period: 

CbcdtOnc: 

, "( ) All options expire md are \'Oid unless cxcrc:iscd on or 
bcfon: ____ ..., -----· 

( ) Options expire and a.re void unless cxcn:isod on or 

. . 
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before lhc date indicated next to the number of shares: 

No. of Shares Expiration Date 

7. Effoct of T crmination of Employment of Oplionec (if di ff crcnt from 1h01 set 
fol1h in Sections 8, 9 and 10 oflhc Stoclc Option Agreement): 
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2 

SCHEDULES 
TO 

ST CKOPTION AGRE.EMENT 
BETWEEN 

MAXX1S GROUP, INC. 
AND 

NOTICE OF EXERCISE 

1. Notice. The undasigned hcTcby notifies Man.is Group, Inc. (lhc 
"Compa,r 1 oflhii°clcction to cxcrtisc lhc undersigned's stoclc option to ' 
purcllae sbaia (the "Shares") oflhc Company's common stock, no 
par va.wc (the "Common Stock"), p\lJ'JIWlt to the Stoclt Option Agreement (the 
• Aa,,CUDUll") between the undcmgned and thc Company dated ______ . 
Accompanying !his Notice is {I) a certified or a cashic:ta check in the amount 

.. · ' 



ofS p.1y.1blc 10 the Company, and/or (2) shares of the 
Compzny's Common Stock presently owned by the undersigned anJ dul>· endorsed or 
IIICCOmpznlCd by stock transfer pe>"''CTS or an authoriz:ition to the Compmy to 
wi1hbold Sh.1rcs Olhmvisc i=blc upon exercise of the Option, in 
cxh osc h:a,ing :m lS;rc-µte F3ir ;\brkct V.:iluc (.:is de lined in the ;\l.1,i1is 
Group. lnc.. 199S Stoek Option Pim) asoft.hc iute hereof ofS ____ _ 
such amounts being eqial, in the a~ to the purchase price per slwe set 
forth in Seaion 3 of the Agrccmcnt multiplied by the numbCT of Share.. being 
parchascd hereby (in exh 1nst3llCe subjm to 3Ppropria1e :idjosuncnl purswu11 
to Scctioo S.2 of the Agreement). 

2. Covenants and RcprcscntaJions of Optionec. Optionec rcprcscnu, 
•maats. co,·cn&111S and agrees with the Company as follo·•·s: 

(a) The Option was rc:crivcd for Optionec·s own nccounl without the 
participation of any othCT person. with the intent of holding the Option nnd 
the Shares 1ssual,le pursuant thereto for in,·cs1mc111 :,.nJ "ithout the intent of 
p:u,tcip.111 .. g dm:ct:y c,~ 1::directly, in 3 distnl)lltion of the: Shares ;ind not 
with :i n ew to, 01 for rm!e in coMection "ith, :my distribution of the 
Shares oc any ponion tl:~reof. 

lb) Opnonec did r.ot 3cquirc the Opuon based upon :my rcprcsmmion, 
on! er wrinm. by lny pawn \\1th respect to the future ,•;ilue of, or in~omc 
fro::, 11-..: S!w~ s;.b;c.:110 this Option. but r3lha u.-¢11 J11 andq>cndcn1 
c:urninauon and ji:ugmc:nt as 10 11:e prospects of lhe Comp.:iny. 

(e) Oplioncc bas recchcd a co;,y of the Agttemcnt and h.ls had complete 
~ css to and the opponunity to rC\iew and make copies of all material 
documaiu related to the business of the Comp.:iny; Optionec has cu.mined 311 of 
lhcsc doc:wncnts as he "ishcd, is familiar wilh the business and affairs oflhe 
Campany. and ruhus that the m:c1p1 of the Shares is a spceulat r\'C 
b, asu:ncnt and that any possible pro lit thcrcfrom is uncenain 

(d) Optioncc 1w lud the oppo:tJJUl)' I!> 3.5k qucsttons of and rccci,e 
azm,c:rs from the Contpffl)' and any pason xting on 11$ behalf, 10 obt3in all 

' infortn.a1ion &\'3il3bk \\1th rcspec1 to the M:a.ui, Group, Im:. 1998 Stock Option 
Plan (the "Pim"), the Comp.U1y and its affairs and to rccci\·e all mfomution 
and dal3 with rcspcct to the Pim and the Company th.lt he 1w reques1ed lllld 
which he has deemed rdcYl\01 in connection \\itb his m::cipt of the Option nnd 
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the Shares subject lhc:rno. 

(e} Optioocc is able to bar the economic riq of tile invC$lmcnt, 
including the risk ofa complete loss of his im~tmcnt, :md Optionee 
adcnowledgcs that he must continue to bar the economic risk of the im·cstmcr 
in the Slw'cs received upon Option exercise for an indefinite period. 

(f) Optionec und.crslands and agrees that the Shares subject to the Option 
may be issued :ind sold to Op1io11cc without registration under :iny state or 
federal l;iw relating to the registration of securi ties for sale and in that 
event will be issued and sold in reliance on exemptions from registration under 
appropri:ite swc and federal .ws. 

(g) The Shares issued to Optioncc upon cxm:isc of the option \\ill not be 
offered for sale, sold or transferred by Optionce other than pursuant to: 

{i) an cfTecti,-c registration under applicable state securities 
l:iws or in a transaction \\ hich is otherwise in compliance \\ith those 
laws; 

(ii) an effce11\·e rC'g1str.uion under the Scctrities Act of 1933, 
a.s an,ended {the "1933 Act"), or a tnnsaction otherwise in 
compli:ince \\ith the 1933 Act; and 

(iii) evidence s:uisfactory 10 the Company of compliance with the 
applicable securities laws. The Optiorcc shall provide , the 
Company, at the Optioncc's expense, :i lcgal opinion wt.1ch must be 
satisfactory to the Company and the Company's legal counsel, in 
their sole discretion, stating th3t the offer and sale of such 
Shares shall be in compliance with the foregoing faws. 

(h) The Company will be under no obligation to register the shares 
issuable pu.rsuant ,., the Option or to compl) 11ith any exemption a1-a.1fable for 
sale of the Shares by the Optionee without r:gistration; and the Companr is 
under no obligation to act in any man .. "ler so as to make Rule 144 promulgated 
under the 1933 Act available "ith rcspcct to sale of the Shares by the 
Optioncc. 

(i) A legend indicating that the Shares issued pursuant to the Option 
have not been rcgiS1crcd under the ap'>licable securities laws and refenins to 
any "?Plicable restrictions on lrllnSfcrability and ~le of the Shares may be 
plar:d on the ccnirfuatc or certificates deli\ crcd to Optioncc .tnd any transfer 
"!;CDt of the Comp;iny m3y be instructeu to require compli.i1ce therewith. 

{j) Optionec will notify the Company1,1 writing at least 60 days prior to 
any we of Sha.res. 

.. 
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(k) Acceptance by Optionee of the ccrtificates(s) rq,rcscnting Shares 
shall constitute a confirmation by Optionee that all agreements, 
rcprcscnllllions, ,vamn1ies and covenants made hc:rcin :ire ttue and correct al 
Ow time:. 

lN WITNESS WHEREOF, the undersigned has set his hand and seal, this 
___ day of ______ _, __ _ 

OPTIONEE (OR OPTION'EE'S 
ADMJNJSTRATOR. 
EXECUTOR OR PERSONAL 
REPRESENI' A m 1E) 

----··-· 
Name: 
Position (if other than Oplioncc): 
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1901 MONTREAL ROAD 
MAXXIS GROUP. INC. 

TIHS LEASE AMENDMENT AGREEMENT (hcreinafler called the" Amendment"} made 
;inc! entered into this 51h day of June. 1998, by llJ1d between MALON D. MIMMS, a 
Sole Proprietorship (hercinafler called the "Landlord"); and MAXXJS GROUP, INC., 
(haeinafler called the "Tcnmt1; and RJCHARD BOWERS & CO. (hereinafter called 
the "Broker"). 

WITNESS ETH 

WHEREAS, by Lease Agreement dated March 17, 1997, (hereinafler collec1ively 
called the "Lease"), Landlord leased to Tenant that certain premises 
(haeinaller called the "Premises") situated at 1901 Montrc;il Road, Suites 112 
and 113, Atlanta, Georgia 30084, as more particularly described in the Le=; 
and 

WHEREAS, Landl d and Tenant now desire 10 further amend the Lease so as to 
extend the T mn thereof ffld to make other changes as set forth hercinbelow. 

NOW, THEREFORE, for , ·aluable consideration paid by each of the parties 10 
the other, n:u1p1 of which is hereby acknowledged, ii is agreed between the 
panics as folio" s: 

I . Tenant shall expand from 11s current ~remises inlo and including 1901 
Montreal Road, Suites 112, 113 and 114, A1l;in1a, Georgia 30084 
(hm.maflcr called 1he "Revised Premises") on or before July I, 1998. 
Th Revised Pren11ses contains approximately 7,43o+ square feet. 

2. The Revised ReniAI and Lease rc:nn shall commence on July I, 1998 and 
expire on April 30, 200 I. 

3. The Revised Base Rent monthly shall be 11s follows: 

<rABLE> 
<CAPTION> 

Base Rent Monthly 
Common Arca and Common Alea 

Base Rent Main1enancc Monthly Maintenance ~lonthly 
- Monthly (Adjusted Annually) (Adjusted Annunll>·) Term 

<S> <C> 
October I, 1998 - April 30, 1999 
May I, I 999 • April 30, 2000 

<C> 
S4,4n.oo 

$4,657.00 

<C> 
SIS5.00 

$155.00 
$4,632.00 

$4,812.00 

.. 
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May 1, 2000 - Apri l 30, 2001 S4,849.00 SISS.00 SS,004.00 
<JTABLE> 

4. Tcn:mt hcrd>y agrees to pay l..:mdlord. on or before the fi i'St 
of C3cli month, Sc~nty Fh•e :md :'\0 1 100 Doll3rs (S7S.OO) 3S Tenant's 
cstmwed shlll"C of water/sewer usage for the lc.iscd premises. Said 
amount rnay be adjusled 

<PAGE> 2 

annually, or ilS l3ndlord deems necessary, which sh.ill be bnscd on 
actual expenses incurred by Landlord. 

S. a) Landlord will deliver 10 the Tcrnmt 1111 hCDting. vcn1ing 
and air-conditioning systems llnd any other systems (hcrcinJO<r 
called lhe "Systems") in place on the property as of the date the 
Tenant takes possession of the Premises in working order. Upon 
t:1king the possession of !lie Premises by the T cn:ml, the T cn:101 
shall ha\·e twcn1y (20) d11ys within which to inspect, or ca11se said 
Sys1ems lo be mspcctcd, 10 determine if any of the Systems arc not 
;n rcsonable working order. Ten.int acknowledges th.it Tenant has ti 
duty and an obligation to make such llJ1 inspection or C1l11SC such an 
insp,,c:tion to be made and notify the Landlord w1thi:n the time 
pro, 1ded for hcr..-m of :my non-compliar ..: according to Section 12.1. 
lflh- Landlord shall not recci\'c any such notice then, in such 
C''Cnl. it shlll be condusi\'e that the Tenant has accepted the 
Sys1ems •as-is" "where-is" on the date of taking possession of the 
Premises and Landlord shall have no funher obligation wilh regard 
lo said Systems cxccpt as provided for in the within l.e:!se. Should 
the Tc:oant notify the Landlord according 10 Secti<in 12.1 of any 
system which is not in working order, 1hen the Landlord shall malce 
,. asooable efforts to cause the system to be operating in reasonable 
\\"OmDg o.rder. 

b) Landlord shall repaint the office walls. 

c) Lmd.lord wll recupct the offices with standard 
c:ommaci&l v 3Cic 26-oz.. g.lued down la-el loop pile carpeting.. 

All Olhc- agrccmc • as contained in the Lease shall remain in full force 
mdc:frect. , .. 

... . .. 
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IN WITNESS WHEREOF, the sa.id parties have executed this Lease Amendment, 
the day and ynr first above wriucn. 

LANDLORD 

Signed. scaled a.nd delivaed 
izl the plCSICIIOC of; 

MALON D. MIMMS, A SOLE PROPRIETORSHIP 

Isl Charles 0 . Lacy 

NC'•sry Public or Witness 

Chmes 0 . LIiey 
·------· 
Name (Please Print) 
Ridwd Bo,a.·as & Co. 

By: Isl Robat Mimms 

Title: Agent for Landlord 

TENANT 

Sigr,cd, sealed and dcli\·crcd MAXXJS GROUP, INC. 
in the pTCSCnCC of: 

Isl Daniel McOonougn 

Notary Public or Witness 

Daniel McDonough 

Name (Please Print) 

By; Isl Thomas 0 . Cordy 

Name: Thomas 0 . Cordy 

(Please Print) 

Title: President and CEO 

··--------
.. 

. . -.. 
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EXHIBIT 1010 

LEASE AMENDMENT AGREEMENT 

1901 MONlREAL ROAD 
~lAXXIS GROUP, INC. 

THJS LEASE A.\tENOMENT AGREEM8''T (hereinafter, called the• Amendment•) made 
aod c:ntc:md into this 14th day of August, 1998, by and bc:twc:cn MALON D. MIMMS, a 
Sole Pn,pric:tonhip (hereinafter called the ·Landlord•); mid MAXXIS GROUP, INC .. 
(beuioafta ailed the ·Tcnmt"); and RICHARD BOWERS & CO. (hcn:inaflcr called 
lhc ·Broker") . 

WITNESS ETH 

WhEREAS, by lease Agcemc:nt dated June 23, 1997, (hacin&ftcr 
c:otJcctn,c:Jy a.lled the ~ease"), Landlord IC3Sed to Tcmant that cc:ruin 
pcmiscs (bcrcinaft.cr called tbc "Premises") situated at 1901 Montreal Road. 
Sr- 108. Al1lota., Gcorgja 30084. as more particularly de$cn"'bcd in the Lease; 
md 

WHEREAS. I mcllonl and T cnmt now d..sirc: to fllltha IIDCDd the Lase co as 
to CXleDC the Term lhcrcof and to imb other cbanges as set fonh hcrc:inbc:low. 

NOW THEREFORE. for valuable c:onsidcnlioo paid by each of the parties to 
~ oehc:r, receipt ;,f "-hicb is hcm>y acbowledgcd. it is agreed bc:tu·ec:n the 
parties IJS follows: 

I . T cnmt shall cxpznd from I IS C:um:nl Pn:ml.5CS UllO and 
including 1901 :\footrcal Rrod. Suite IOG, 108, oUld 110, 
Atbnb. Georgia 30084 (bcmnaflercalled the ·Jkvised 
Premises·) on or bc:fofc Odobc:r I, 1998. Tbc Revised Premises 
contms :tpprOJimatdy 14,200+./- sqnrc feet. 

-

, 
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2. The Revised Rental and Lase tcnn shall commence or. October I, 
1998 and expire on April 30, 2001. 

3. The Rrnscd Base Rent monthly stuirt be :is follows: 

<TABLE> 
<CAPTION> 

Common Arca Bue Rent Monthly 
Maintenance and Common Area 

Base Rent 
Monthly 

Monthly Maintemnec: Monthly 
Term (Adjusted Annually) (Adjusted Annctlly) 

-----·- ·-·.-.. ·-···-·-
<S> <C> <C> 

SS,130.00 
SS,449.00 

$8,781.00 

<C> 
S296.00 
$296.00 

$296.00 

November I, 1998 - September 30, 1999 
October I, 1999 . September JO. 2000 
October I, 2000 -April JO, 2001 

<./TABLE> 

4. Tenant hereby agrees to pay Landlord, on or before lhc first 
of each month, Two Hundred Nine1y Six and No/100 Dollars 
(S296.00) as Ten:mt's estimated shm: of water/sewer usage for 
th~ leased premises. Said amount may be ndjus1ed annually. or 
as Landlord deems necessal)', which shall be based on actu31 
expenses incurred by Landlord. 
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s. 

a) Landlord ,vill deliver to the Tenant all heating. 
vcotin., and air~tioning systems and any oth:r 
~ (hctcimftcr called the "Systems") in place 
in Suites 106 llld llO as of the date the Tenant takes 
posse s.m of the Prrmises in worlang otda. Upon 
wcing the possession of the Premises by the Tenant, 
the Tenant shall have twenty (20) days within which 
10 imped, or cause said Systems to be inspcded, to 
dc:lcnniDe 1f any of the Sys..:nis are not in n:asooablc 
wori::ing order. Tenant acknowledges that Tenant 1w a 
duty 8J¥I an obliption to make such an inspection or 
cause such 1111 inspection to be made and l'Otify lhc 
Lzndlord wilhin the time provided for herein of any 
noo-compti= according to Section 12. 1. lfthc 

SS,426.00 
SS,7-IS.OO 

$9,077.00 

.. 

. 
"' 

.. 
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Landlonf $hall not receive my such notice thc:o, in 
such cwm, it $hall be conclusive that the T cnanl 
bas acccplcd the Syaam "as-is" "whao-is" on the 
dne ofllling p<>SSISSion of the Premises and 
Land lord shall have no fwthc:r obligation with regard 
to said S)'ilcms except as pro,i~ for in lhe within 
Lease. Should the Tcmnt notify the Landlord 
according to Section 12.1 of any system which is not 
in u.'Orlting order, then the l.mdk>rd shall nuke 
reasonable e1Tor1s 10 cause the system 10 be 
o,,cnting in reasonable U.'Orking order. 

b) Laoc!..lard shall ~ the offict ,, alls in Swtl"S I 06 
and 110. 

c) Lmdlord shall rec;upct lhc offices with standard 
commcrcul grade 26-<>z. glued C:own k·:.:-! !o.;;t pi!c 
c.trpcting in Suites I 06 1'rd 110 

d) undtord wll construGt up 10 20·0· linear feet of 
interior office wall md shall demolish to up 20'0" 
linear feet of interior office wall p« the 
spccificauons of Tenant in och of Suites 106 and 
I 10. 

e) Landlord slull inStall up to m'O (2} openings bct\,·ttn 
Suites I 06 and I 08, and up 10 m·o (2) openings 
~un Suites 108 md 110, acb approJtimatcly 3'-0" 
x 6'-8"", Zl locations to be mutually determined 
betwea1 I rndJonS and Tcmot. 

All other agrccmc:nts as cootamcd in the Lase shall mrwn in full 
fora: and cf, ecL 

2 
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JN WITNESS WHEREOF, the said part1cs tuvc aecuted this Lc.a.sc 
Arnmdmcru. the day md year lint above writtc,, 

l.A.",,DLORD ,, 

' Sign "If}. salcd md ddi)'CJ'cd 
in the presence of: 

MALON D. MIMMS, A SOLE PROPRIETORSHIP 



.... 

Isl Charles D. Lacy 

Notary Public or Witness 

Chart, D. Lacy 

----·----
Name (Plensc Prinl) 

!lichard Bowers & Co. 

By: Isl Robcn Mirums 
·-----------

Tille: Agent for Landlord 

TENANT 

Signed), sealed and delivered MAXXISGROUP 
in the presence of: 

Isl Daniel McDonough By: Isl TI1om.:s 0. Cordy 

Notary Public or Witness 

Daniel McDonough Name: Thomas 0. Cordy 
·------- --·-······ 
N2mc (Please Print) (Please Print) 

Title: President and CEO 
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CONSENT OF TNDEPENDENT PUBLIC ACCOU?ITANTS 

As imepc mme public am,untants, wc hueby consent 10 the incorporation or 
011tn:pc>rt included in this Form 10-.K, into !he Company's previously filed 
Rcgistni1ion Sta1cmm1 on Form S-1, registration number 333-38623. 

/s/ Arthur Anda1Cn LLP 

Allmta. Georgia 
Sq>tcmba23. 1998 
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<TEXf> 

<r ABLE> S> <C> 

<AR.TICLE> S 
<LEGEND> 

I· 

TICS SOIEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED 
FR0!'.1THE 
CONSOLIDATED f.!NANCW. STATEMENTS OF MAXXIS GROUP, l~C. FOR THE YEAR, , 
ENDED -

, ~ 30, 1998 AND IS QUAUFIED IN ITS ENTIRETY BY REFERENCE TO SUCH 
FINANClAL STATEME>,TS. 
</LEGEND> 
<MUL TIPUER> I 



<CURRENCY> U.S. DOLLARS 

<S> <C> 
YEAR <PERIOD-TYPE> 

<FISCAL-YEAR-END> 
<PERIOD-ST ART> 
<PERIOD-END> 
<EXCHANGE-RA TE> 

JUN-J0-1998 
JUL-01-1997 

JUN-30.1998 

<CASH> 
<SECURJTIES> 
<R.ECEIV ABLES> 
~WANCES> 
<INVENTORY> 
<CURRENT-ASSETS> 
<PP&E> 

I 
372,000 

10,000 
316,000 
(40,000) 

218,000 
959,000 

169,000 
<:DEPRECIATION..,. 
<TOTAL-ASSETS> 
<CURRENT -LIABI LIT! ES> 
<BONDS> 

(45,000) 
1,263,000 

779,000 

<PRE.FER.RED-MA.'-l)A TORY> 
<PREFERRED> 200,000 
<COMMON> 574,000 
<OTHER-SE> (290,000) 

0 

0 

<TOTAL-LIABILIT,·-AND-EQUITY> 
<SALES> 6,991,000 

1,263,000 

<TOTAL-REVENUES> 6,991,000 
<CGS> 2,076,000 
<TOTAL-COSTS> 7,085,000 
<OTI{ER·EXPENSES> 5,009,000 
<LOSS-PROVJSlON> 0 
<lNTL:tEST-EXPENSE> 2,000 
<INCOME-PRET A.\'.> (96,000) 
<INCOME-TAX> 0 
<1NCOME-CONTl1\lJING> (96,000) 
<DISCONTINUED> 0 
<EXTRAORDINARY> 0 
<CHANGES> O 
<NET-INCOME> (96,000) 
<l:PS-PRIMARY> (0.06) 
<EPS-DllUTED> (0.06) 

' <ITA:BLE> 
<!TEXT> 
<IDOCUMENT> 
</SEC-DOCUMENT> 

, 
.• ,1' 



-END PRIVACY-ENHANCED MESSAGE--
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Total net revenues. ........................................... . 

Cost of services: 
Conununicolions sC?Vices ........................ -................... .. 
NuUition11I prodUcts ................................... ............ .. 

Marketing savices ................................................... . 

Total cost of services ........................................... . 

Gross margin ....................... ..................................... . 

Operating expcn5cs: 
Selling and marketing .. .. ................................. . 
General and administrative ........................................... . 

Total oper.uing expenses ............... ....................... . 

2,691,000 6,991,000 

761,000 1,351,000 

255,000 

1,016,000 

1,675.000 

1,089,000 
660,000 

1,749,000 

294,000 

431,000 

2.076,000 

4,915,000 

2,665,000 
2.344,000 

5,009,000 

lnteres1 expense......................................................... 2,000 

Loss before income lllX bcneliL ...................... -................ .. (74,000) (96,000) 1 
Income tax bcnefil ...................................................... . 

Net loss................................................................ S (74,00(\, S (96,000) --------
PER SHARE DATA: 
Net loss per share.... . ....................................... ........ S (0.05) S (0.06) 

Weighted average number of $lwcs outstanding. ......................... .. l,.S71,187 1,571,187 

<CAPTION> 

BALANCE SHEET_J)ATA: 
Wodcing capil&l ...... :.................................... .> 

Property and equipment, net ......................... . 
T ota1 asseu ....................... ............................ .. 
Long-term .>bligations ..................................... . 
Shan:bolden' equity ......................................... . 

AS OP JUNE 30, 
----·-··-----···-

1997 1998 

(D,000) S 
92,000 

596,000 

293,000 

.. 

IS0,000 
169,000 

1,263,000 

484,000 

. . 
• . . 



.... 

</TABLE> 
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF Fll'.ANCIAL CONDITION 
AND 

RESULTS OF OPERATIONS 

The following discussion and analysis should be read in c:.onjunction 
with the "Selected ConsolidJ!ted Financial Data" and the Consolidated Financial 
Statements Md Notes thereto included elsewhere in this Report. This Report 
cont11in~ ccrt.iin fJrward-looldng statements relating to. without limitation. 
future economic ricrformance, plans and objectives of management for future 
operatio11s and projccltons or re\·cnues and other financial items that nrc based 
on the beliefs of the Company's management, u well as assumptions made by, ~nd 
information c;rrcntly available to, the CompMy's management. When used in this 
Report, the words "intends," "believes," "anticipates," "estimates," "may; 
"could," "should," "would," '\viii," "plnns" nnd similar c:.prcssions and 
variatic,ns thereof arc intended to identify folWllJ'd.Jooking ~tatements. The 
uutionary 11a1emen1s set forth elsewhere in this Report identify important 
filctors with respect to such forward-looking statements including certain 
rislcs and uncertainties, that could cause actual results to differ materially 
from those in such forward-looking statements. 

Manis was incorporated on Janull1}' 24, 1997 and began accepting !As 
and mat1'cting communications services in Mait:h 1997. The Company conducts all 
of its business and opcntions through its wholly-owned subsidiaries: Mt1XXis 
2000; Maxxis Communications; and Maxxis Nutritionals. 

Maxxis 2000 is a network m1ukcting company that currently markets 
I •Plus long distance m-vice, iravcl cards, prepaid phone cards, 800 service: 
and intr-mational tc:lccommunications scrvicc:a, lntcmct access 11nd Web-page 
development 11Dd hosting sctViecs, and nutritional and health enhancement 
produc .. Maxxis Communications obtains tcleeommuuications services and 
pun:bues time: for its prepaid I hour, 30 min11te and 10 minute phone cards from 
CRC. Ma.uis Communitations also provides lntcmct ncccss through i1s B!!recmcnt 
with lntcRcach. Maxxis Nutritionals purchases private label nutritional and 
health cnhancemenrproducts from various lillpplicrs. The Company believes that 
its mOlti-lcvcl network marketing system allows it to obtain customers for its 
products in a cost effective mannct and to enhance customer retc111ion because 
oCthe relat ionships between the Company's !As and customers. The 
telccornmunicatious customer base developed by tho Company's !As provides a 

. .. 

. . 
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polential customer base for lhe Company's nutri1ional and heallh enhancement 
products, lntem et-rebled services and for future products. 

The Company dcri,·cs revenues from communications services, n111ritional 
products and marketing services. Communications services revenues are comprised 
of sales of prepaid phone cards 10 lhe Company's !As and commissions from the 
Company's agreement with CRC whereby 1he Com"'>any receives a percentage of the 
long distance billings received by CRC from the customers originated by the 
Company's lAs, ne1 of allowances for bad debts and billing adjustments. The 
Company's aggreg3le revenues from I ·Plus services were S2S,000, or only 0.9% of 
total revenues, for the lnceplion Period, and SI, 178,000, or 16.9% of Iota! 
m · 1ues, for the year ended June 30, 1998. Because of the administrative 
procedures thnt must be complied wilh in order to establish I-Plus customers 
and 10 collcc1 the usage and access fees from the LECs, there is generally a 
delay ofup to three to four months from tho time a prospecti\'C customer 
indicates a desire 10 bccomr a I-Plus customer and the time that the Company 
begins to receive commis~ions from such cus1omcr's usage. In the fu ture, lhc 
Company beht\·cs 1i10[ commissions generated 011 the sales of I-Plus 10111, 
distance serv ices will constitute an increasing percent3ge of its total 
n:vcnues. In September 1998, the Company bcgnn providing Internet access and 
Web-pnge dc\'elopment and hosting services. Accordingly, the Company derived no 
re\'cnuc from such SC1'\ ices for the year ended June 30, J 91JS. 

Nutritional products revenues include sales of private-label 
nutritional producls 10 the Company's I As. Rcccn lly, the Company began 
m11rketing new health enhancement products and additional nutrilional products, 
including a weight management program and skin care system. Marketin~ services 
revenues include application fees from !As and purchases of sales oids by IAs, 
including distributor kils which consist of ronns, promotional brochures, audio 
and video tapes, marketing materials and presenta1ion material! Marketing 
services revenues also include training fees paid by MDs. To become an 
associate, individuals (other than individuals in North Dakota) must complete 
an application and purchase a distributor kit for S99. !As also pay an annual 
non-refundable fee in order to maintain 1he1r status as an IA, which ice the 
Company amortizes over the renewal period. To become a MD, a senior associate, 
director or regional director must auend 11 Company approved training school. 
The fee to 
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attend the training school is currently S99, and !\IDs must ;11tcnd continuing 
educ:ition I raining schools each year wluch nlso nrc subject to :i fee. The 
tnining fees arc recognized at the time the training is received. The Company 



' 

docs not rccc,ve any fees from !As for the training provided by MDs or national 
training directors. 

Cost of services consists of communicaticns ~crviccs costs, 
nutritional products costs and marketing services costs. Communications 
services cost consists primarily of the cost of purchasing activated prepaid 
phone cards. Nutri!ional products cost consists of the cost of purchasing 
private. label nutritional products. Marketing services cost includes the costs 
of purchasing IA dist ributor kits, sales aids and promotional materials and 
training ~s. Operating expenses consist of selling and marketing expenses 
and general and administrative expenses. Selling and marketing expenses include 
commissions paid to lAs based on (i) usage oflong distance services by 
customers, (ii) sales of products to new !As sponsored into the Company and 
(iii) sales of additional products and services to custom=. General and 
administrative expenses include costs for IA suppnrl services, infonndtion 
systems services and administrative personnel to support the Company's 
operations and growth. 

The Company has a limited operating history, and i1s oixrations arc 
subject to 1he risks inhcrcn1 in the es1ablishmcnt of any new business. The 
Company c.~pccts that it will incur subs1antial initial e:1:pcnses, and tberc can 
be no assurance that the Company ,,~II achieve or maintain profi1:ibili1y. lf1he 
Company continues to grow rapidly, 1he Co·'lpany will be required 10 continually 
expand and modify its operational and financial systems, add additional !As and 
new customers, and train and manage both culTCllt and new employees and IAs. 
Such rapid grow1h would place a significant strain on the Company's opera1ional 
resources and systems, and 1he failure to effectively manage this projcc1ed 
growth could have a material adverse effect on the Company's business, 
fimncial condition and results of operations. 



... 

RESULTS OF OPERATIONS 

The following table sc1s fonh the: ix;r,cntagc of 10 131 rcnnucs 
attributable to each category for the periods shown. 

<rABLF.> 
<CAP1 ,uN> 

JANUARY 24, 1997 
(INCEPTION) 

TO JUNE 30, 1997 
YEAR ENDED 
JUNE 30, 1998 

<S> <C> <C> 
Net revenues: 

Communications services............................... 86.3% 
Nutritional products ..•....................•......•.•..... 
Marketing services...................... .. ....... 13. 7 

Totol net revenues ... ....................... ....... ... . 

Cost of services: 
Communications s«Vices ...................... . 
Nutritional products ........................... ..... . 
Marketing services .......... :: ..... .. ............... . 

Total cost of services .. ............ ........ ... ...... . 

Operating expenses: 

100.00"/o 

28.3% 

9.5 

37.8 

Selling and marketing................. ......... .............. 40.5 
General and administrative........................... 24.5 

Total operating expenses..................... ......... .... 6S. 0% 

</fABLE> 

75.7% 
7.5 
16.8 

100.00% 

19.3% 
4.2 
62 

29.7 

38.1 
33.5 

71.6% 

The Company was incorporated in Janullf}' 1997 and commenced op<:rations 
in March 1997. No comparisons are presented for the year ended June 30, 1998 
compared lo the [nccption Period because the Company commenced operations in 
March 1997 mid th«;_Company believes the comparisons would not be mconingful. 
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Similarly, no compnrisons arc presented for the Inception Period bec.iuse the 
Company was not in cicis1enc~ for 1he corresponding period in 1996. 

YEAR Ei\'OED JlJ11,:E 30, 1\l9S 

Net Revenues. To1al net revenues are derived from sales of 
communicalions services, nu1ritional producls and mnrkeling services net of any 
returns ofprepnid phone cards, distribu1or kils or other products. Total ne1 
revenues were S6,99J .000 for 1he year ended June 30, 1998. For the year ended 
June 30, 1998, communica1ions services revenues IVC1'" SS,293,000. or 75. 7% of 
total revenues. Communica1ions services revenues consist of sales of prepaid 
phone cards by and 10 !As and commissions and fees generated from long distance 
customers. For the year ended Ju~ 30, I 998, nu1ri1ionaJ products revenues were 
S526,000, or 7.5% of101al net revenues. Nutritional products revenues consist 
of sales of private !Jbel nuiritional products. For the year ended June 30. 
199S, marketing services rc,·cnues were S1, 172,000, or 16.8% of tolal rc,·cn11es. 
Marketing services rc\'enucs consist of applica1ion fees paid by !As, purchases 
of sales aids by IAs and trni n;ng foes paid to becl'me a :.ID. 

Cosl of Sen·iccs. Cost of Sl'r\'iccs includes communications services 
co:as, nutritional produc ts costs and marketing scr\'ices costs. Tora} cost of 
services for 1hc rear cuMd June 30, l 99S was 52,076.000, or 29.7% of total 
revenues. For lhe year ended June 30, 199S. communications services cost was 
SI ,35 l ,000, or 19.3% of to1al revenues. Communicalions , ervices cos1 consist 
primarily of the cost of purchasing ac1iva1ed prepaid phone cards from CRC. The 
Company then sells 1he acli\'al~d phone cards 10 its IAs. Communications 
services cost also includes, as a minor component, the cos1s of ma1erials that 
are used to package the phone cards. For the year ended June 30, 1998, 
nutritional producls cost was $294,000, or 4.2% of total revenues. Nutritional 
products ccst consists of the cosl of purchasing private label 11u1ri1ional 
products. Marketing sen•iccs cost" as S43 I ,OOO, or 6.2% of 101al revenues, for 
tbe year ended June 30. 1998. Marketing sef\•iccs cost primarily consists of the 
cosls of purchasing appl ication kits, sales aids and promotional materials and 
training COSlS. 

Oper.iring Expenses. For the year ended June 30, 1998, selling and 
marketing e~penscs were S2,66S,OOO, or 38.1% vftolal revenues. Selling and 
marketing (penses consist of commissions paid lo !As based on (i) usage of 
long distance services by customers. (ii) sales of products 10 new !As 
sp4"'1SOrcd i:110 the Company Jnd (iii) ~nk~ of additional products and scr\'icCs 
10 customers. Gcnc.-,1 and administrative eicprnses were 52,344,000. or 33.5% of 
101al 1e,·enues, for tfic year ended June 30, 1998. Gener.ii and adminislrative 
expenses consist of salary expense for 1he Company's customer service 
pcrsoMel, office staff and executive personnel and the cost of IA suppon 
services and information systems services. 

'. 



INCEPTION PERIOD (JANUARY 24, 1997 TO JUNE 30, 1997) 

"let Revenues. For the lncep1ion Period, communications services 
revenues wc1c S2,J22,000, or 86.3% of Iota I rcvcnut-s, and niarkc1ing scl'·iccs 
revenues were S369,000, or 13.7% o f total revenues. Communications services 
revenues consist of sales of prepaid phone curds by nnd to the Company's I As 
and commissions and fees ge .. crated from lung distance usage customers. This 
amount was minimal for thr. lnccptior, Period because 110 customers were utilizing 
long distance services until May 1997. Mnrketi11g services revenues include 
application kit fees from !As, purchas:s of sales aids by !As and training fees 
paid to be.:omc a MD. 

Cost of Services. Communications services cost was $76 1,000, or 28.3% 
of total revenues. for the Inception Period. Communications Sl'rviccs costs 
include the cost of purchasing activated prepaid phone cards. Marketing 
services cost, which incl11dcs the costs ofapplic3110n kits and promotional 
materills. was S255.000. or 9.5% of total revenues, for 1he Inception Period. 

Opcrallng E.~pcnscs. Selling and m3rkcting expenses principally consi~t 
of commissions paid lo !As based on (i) usage of long dis1ancc services b}· 
customers, (ii) sales of products and services 10 new I As sponsor< \ in10 the 
Company Jnd (iii) sales of additional produc1s and services to customc,s. 
Selling and markc1ing expenses were SI ,0$9,000, or 40.5% of iota! revenues. for 
the lnccp!ion Period. General and administrative expenses were 
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S660,000, or 24.5% of 101al revenues, for !he lr.ception Period. General and 
administrative expenses consist primarily of sahry expense for the Company's 
customer service persormel, office staff and e.~ecutive personnel. Such expenses 
also include costs for IA support services and infom1ation systems services 

SEASONALITY AND UNAUDITED QUARTERLY FTNANCfAL INFORMATION 

Th~ Company has historically experienced, and expects to continue 10 
cxpcnence, significant seasonal fluctuations in the rccrui,mcnt of its !As and 
the sale of its produc!s and services. The Companj's an nual summit occurs in 
lhe first quaner of the Company's fiscal year. which has historically caused· 
an increase in the mlmbcr of the Company"s !As ond sales 011he Company's 

" prodlfcts and services. Historically, revenues ha1·e been lower in the second 
quarter than in other quarters ofa given year because oft he numbcrof new LAs 
added and product and service sales have historically declined during the 
holiday season. The Company's operating results may vary significantly in the 



... 

future, par1ly due to such seasonal fluctuations. The Company believes that 
reeruittncnt of its IAs and sales of its products and services will continue to 
follow this seasonal ~le. The Company's quanerly cesulls may fluctuate 
sig.nific.intly as a result of such seasonality. Bctnuse oft he polential 
quarterly Ouctu111ions in lhe Company's revenue and operating results, ,esults 
for any particulo.r quarter may not be indicative of future quarterly or annual 
results. 

<TABLE> 
<CAPTION> 

QUARTER ENDED 
INCEPTION ··--··----
PERIOD SEPT. 30, 1997 DEC. 31, 1997 MAR. 31, 1998 JUNE 30, !99S 
·-·----

<S> <C> «> <C> <C> <C> 
STATBrENTOFOPERATIONSDATA: 
~d ft"VtnUCS. 

Communic~1tOns scrvk« .-·-··H·-·· 
N11tri™-I proc!uclL------· 
l\brkctitqt sctVlc«- ..... _. -··· 

S 2,322,000 S 1,465,000 S 1,122,000 S l.3S2.000 S l,3S4,000 
186,000 ISS,000 18S,OOO 

369,000 353,000 318,000 ll~.000 277,000 

Tobi net revenues. ...... -·-· 2,691,000 1..818,000 1,626,000 1,731,000 1,816,000 

Cos, or suvic••· 
Communiclationi sen 1,co................. i6! ,000 
Nv:lritioml products ............ - .. .. 
Marl:c1ins serv:ctt ............. - ... ,: 2SS,OOO 

Total cost of s<t'\'iccs. ....... - •. 1,016,000 

438,000 

101,000 

Sl9,000 

Gross margin .......... _ ............... -. 1,675,000 1,279,000 
---··--·-

()p(nting E.,pcllSCS: 
S '1:.t.: and nwlming ..... --·-···· 1,039,000 
Oc,,cnl ,nd admininnti,·c.............. 660,000 

716.000 
591,000 

Tota ,pcatin1 expenses ... - .. - · 1,749,000 1,313,000 

IAcome (los:$) before income cax benefit .. (74,000) (34,000) 
:-x:omc tu bcocfiL ............... - ..... . 

·---· ----

430,000 
77,000 
127,000 

634,000 

992,000 

610,000 
S14,000 --
1,124,000 

·-------
2,000 

---
(134,000) 

213,000 270,000 
146,000 71 ,000 
111,000 92,000 

............... _. ..... ----
470,000 433,000 

·-····--·· -··--
1,261,000 1,383,000 

--·-- ·-·-
668,000 671,000 
542,000 691,000 

-··--- ·--
1,210,000 1.362,000 
-···-···-·· .. ·· ·····--------
(2,000) 2,000 
-·-··- . 

Sl,000 19,000 

Na uicomc (loss) ... - •. ·--·-·-· S (74,000) S (34,000) S (134,000) S SJ,000 S 19,000 ~---- ------
l'EJl SHARE 0,\TA: ·• 
Nd~ (Jon) pn .i; ........ _ ,_ S (0.0S) S (0.02) $ (0.08) S 0.03 S 0.01 

-·-··· .... 
</TABLE> 



UQUlDITY ,\ND CAPITAL RESOURCES 

Since inception, the Company has primarily financed nll of ils 
operations through the sale of it~ securities in private placcincnls. During 1hc 
year ended June 30, 1998, c~ flows from financing activities totaled 
approximately $87,000 related 10 the sale of Common Stock and $200,000 related 
to tJ,., sale of preferred stock. In November 1997, the Company entered into n 
demand promissory note 10 fund expenses incurred in connection with the launch 
ofllie Company's nutritional produc1 line.,\~ of March 23, l99S, the Company 
had borrowed $200,000 under such promissory note. On March 23, l 998, the 
Company converted the outsmnding principal amount under the promissory note 
into units ("Units") at a price ofSS.SO per Unit with each Unit consisting of 
one share of convertible preferred stock (the "Preferred Stock") and :i warrant 
(a "Warrant") lo purchase one share of Common Stock at a price ofSS.50 per 
share. l11c Preferred Stock is: (i) non-voting; (ii) entitled 10 an an1idil111ion 
adjus tment only upon a stock split. rccapi1ali za1ion or similar event; (iii) 
entitled lo a liquidation preference over !he Common Stock; and (iv) 
convertible into Common S1ock al the option of the holder al any time 
commencing 14 months following the date of the is.suance of1he Preferred Stock 
and au1oma1icall; upon 1he closing of a public offering that 
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occurs at least I~ months following the issuance of the Preferred S tock and 
that provides gross proceeds 10 the Company ofat least $7,500,000. The 
Warrants arc entitled to an antidilution adjustment only upon a stock split, 
rcc.ipitalization or similar event, are not exercisable until 14 months 
following their date of issuance and remain exercisable at the option of the 
holder until the se,•cn .. 1 aMivcrsary of their issuance. The rights of the 
holders of Common Stock will be subject 10, and may be adversely affected by, 
the rights of the holders oflhe Preferred Stock and any additional preferred 
stock that may be issued in the future. 

In February 1998, the Company entered into a note with Thomas 0. Cordy 
(the "Cordy Note") 10 memorialize a Joan in December 1997 ofS53,000 from i\lr. 
Cordy 10 the Company to fund Cfflain opc:;1tional expel\Ses. As of June 30, 1998, 
the Cord) ~ 01<.: haJ be.:n rcpaiJ in full. 

'-~ of June 30; 1998, the Company had cash ofS372,000 and working 
' c.ipil41 of S 180,000. Cash provided by operating ctivitics for the year ended 

June 30, 1998 was S235,000. T11e Company's investing activities principally 
consisted of capital expenditures ofSl IS,000 nnd software dcvelopmcnt aud 
organizational costs ofS70,000 for the year ended _June 30, I 99S. 
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The CompMy an1icipa1cs Iha! CllSh gcncnllcd from opc:n1ions, together 
with additional borrowings or equity financings, will be sufficient lo meet the 
Company's capita] requirements for the next 12 months. However, if the Company 
docs not rccci,c s~fficient funds from ilS opcr.ilions :md borrowings nnd equity 
financings 10 fund its optra1ions, the Company may need lo raise additional 
capital. In addition, any incrca5e$ in the Company's growth rate, shonfolls in 
anticipated revenues. incrca.scs in cxpcnscs or significant acquisitions could 
have a m:ucrial ,)(1\-crsc cffcc1 on the Company's liquidity and capital rtsourccs 
2nd could require the Company 10 r.ih c additional c.ipital. The Cor,1pany may also 
DCCd to raise additional funds in order to Lilke advani..ge o: unanticip3led 
opportunities, such as acqu1si1ions of compleme111ary businesses or lhe 
devclopmcnl of new produc.ts, or otherwise rcspcnd 10 u=licipalcd compclllive 
pressures. Sources of additional CllJ)il~I m.iy include vcn1ure capital financing, 
cash now f1om opera11oos, addilionaJ lines of credit and pnvate equity and 
debt fin3ncings. The Comp:iny's c.ish and financing needs for 1998 ilnd beyond 
will be dcpcndcnt on the Company's level of IA and euslomcr grow1h and the 
related capi1al e,pcndi1u1ts, ad,·crlising cos1s and working capital needs 
Oc«:$$3ry to suppon such gro,, th. The Company believes 1hat major capi1al 
expenditures may be n«cs~ry o,·cr the nc..'tl few )C3rs to develop additional 
product lines to scll 1hrough i1s !As am! to develop and/or acquire 
information, accounting znd.or in,cn1ory control S)"Slems 10 monitor and analyze 
1he Company's gro" i:1g muhi-lc, cl network m;ukcting system The Comp3:1y has 1101 
identified finaccing sourtcs 10 fund such cash needs in 1998 and beyond There 
can be oo assurance thll the Company,, ill be able lo raise any such capi1al on 
terms accq,table to the Company or at all. 

YEAR 2000 COMPLIA!'sCE 

Many installed compu1er sol\w:ire 311d network processing systems 
CUlffllll;, acccpl only two-digit entries in the date code field and may need 10 
be upgraded or replaced in 0tdcr 10 :iccurately record and process information 
and transactions on and after January I, 2000. TI1e Company's busincs.s and 
relationships with its customers and !As depend significan1ly on a number of 
cc:. .. ,11ute. software programs, internal opcra1ing systems and coMcctions to other 
oc:tworls, and the wlure of these programs, systems or networks 10 
suocasl' lly address the Year 2000 problem e Jld have a mllenal adverse effect 
on the Cc'llpany's business, financial condition and results of operations. The 
Compan. is in the p1elimmary staga of assessmg the extent to which i1s 
internal systems anJ software and the network eoM«tions it maintains are 
adequately programmed to 3dd=s rr.c Year 2000 issue. In addition, the 
Company's abili1y to.provide services and suppon to its cuslomc:rs and !As" 
dc:po,ds upon the eon1111ucd fone110111ng of1hc sonwarc programs, opcr3ung 
systems and nctwoiicing-used by its vendors and supplic:rs, and the Company 1s 
also in the preliminary stages of assessing !he extent to which 11s vendors :ind 
suppliers luve succc:~fully addressed the Y car 2000 problem. It currcntlv is 
impossible for !he Conip:iny 10 predict the polenlial c~pcndilures 1h31 may be 

.. 



~uircd or the delay or interrup1ion in service that may result due lo the 
Year 2000 problem. Any failure by the Company or its vendors or su.ppliers 10 

successfully address lhc Yea: 2000 problem could significantly interrupt the 
busir ,s operations of the Company and have a material adverse effect on the 
Company's b!.ISincss, limmcial c~ndition and results of operations. The Company 
has not cum:nlly established a contingency plan, but the Company intends to 
create one as soon as practicable. 
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ITEM 7A. 
RISKS 

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET 

Not applicable. 

ITEMS. FCNANCIAL STATEMENTS AND SUPPLEMENT ARY DAT A 

The Consolidated Financial Statements of the Company, ,ncluding 
lhc Company's consolidated balance sheets as of June 30, 1998 and 1997 and 
consolidnted statements of operntions. shareholders' equity and cash flows for 
the year ended June 30, 1998 and for the period from Inception (January 24, 
1997) to June 30, 1997 together with the report thereof of Arthur Andersen LLP, 
dated September 4, 1998 are included on pages F- l through F-1 S of this Repon. 

ITEM 9. CHANGES IN AND DISAGREEMENTS \VlTH ACCOUNTANTS IN 
ACCOUNTING AND 

FINANCIAL DISCLOSURE 

The Company has no disagJeffllcnlS on accounting or financial 
disclosure mstten with its accountanlS nor did it change accountants during 
the yeu ended June 30, 1998. 

PARTID 

ITEM 10. DIREc;TORS AND EXECUTIVE OFFICERS OF THE REGISTRANT 

" .EXECUTIVE OFFICERS AND DIRECTORS 

The directors and cxecuth·c officers of the Company arc set fonh 
below. The Company's Board of Directors consists of nine directors divided into 

.. 



lhrcc classes of directors.. serving daggered lhrco-Y= terms. Dinctors and 
c:xccuth-e officc:B oflhe Company are elected to SCJVe until they resign or :m: 
ranovcd, °" are Olhcrwise disqualified to save, or until their SUC:CCSSOT< are 
elected and qllillified .. Directors of the Company are elected at the annual 
meeting of sh3reholdcrs. Officen of the Compnny arc 11ppointed at the Board's 
f11'St meeting after each annual meeting ofshardiolc.:rs. The agea of the 
persons set fonb below are as ofJuoc 30, 1998. 

<TABLE> 
<CAPTION> 

TERM AS 
DIRECTOR 

NAME 
EXPIRES 

AGE POSmONS WITH THE COMPANY 

<S> <C> 
Ivey J. Stokes................. 39 
Tbom:l$ 0. Cordy ................ S7 
03niel McDonough..... ... . .. SO 
James W. Brown................. 62 
l.:my W. Gates. 11.......... .. 3S 
Chari~ P. Bernstein. ......... 4S 
Alvin Cuny.................... 41 
Robert J. Glover, Jr ....... .. .. 37 
Terry Harris........... ........ 44 
Philip E. LuodquisL. .......... 62 
</TABLE> 
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<C> <C> 
Quinnan of the Bo:ud of Directors 
Chief Executive Officer, President 31ld Dinctor 
Chief FiMnCial Officer 
E.,ccutive Vice President, Secretary and Director 
Vice Prcsid:nt- Human Resources and Director 
Director 
Director 
Director 
Director 
Direetor 

IVEY J. STOKES has saved as Chainna.n of the Board of Directon of the 
Company 5lllCC its inception. Mr. Stokes begm bis awtc-ting aam:r in 1982 at 
A.I.. Williams C.Otporation (" A.L. Williams") where he became one of less than 
400 National Sales Directors out or 1.3 million insurance agents. In Match 
1991, Mr. Stokes left the financial services industry to launc.b his own 
independent mazkctiog finn, Global Marlceting Alliance ("Global Allw>ce"). Over 
the ne.i:t live years. Mr. Stokes bcame one of the leading money earners in 
several national net~ork nwkcung fim1s. Mr. Stoke,' marlceting finn, Global 
Alli;ance, has sponsored and trained over 150,000 <mtnoutors sioce 1991 . Mr. 

' Stolccs has a bachcbs degree in industrial management from the Georgia 
Institute of Technology 

THOM,.S O CORDY has served a.s Chic!Exccutive Offitet and President 

1998 
1998 

1999 
1999 
2000 

:i 
2000 
2000 

.. 
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and as a Director of the Comp3Jly since May 1997. Prior to that time, he served 
as President and Chief E.\ecutive Officer of Cl Cascade Corp. Mr. Cordy 
currently serves as Vice Chainnan of the Doard of Trustees of Clark Atlanta 
Uni,•"fSity, Chainnan of the Board of Renaissance Capital Corporation and as a 
Director of Cox Enterprises. Mr. Cordy has a bachelors degree from Morehouse 
College and a masters degree from Atlanta University. Mr. Cordy h:is attended 
the St:mford Executive Program al the Stanford School of Business and the 
University of Oklahonu Natin03l Lending School. 

DANIEL MCDO~OUGH has served as Chief Financial Officer of the Company 
since October 1997. Prior to his employment with the Company, Mr. McDonough 
provided financial consulting services to a number of start :.rp comp3nics at 
Creative Benefits, In~. In addition, from 1992 to 1994, Mr. McDonough was the 
controller of JoS1cns Leaming Corporation, a S75.0 million technology company 
specializing in educatio1ul so:lwarc. Prior to his employment with Jostens, Mr. 
McDonough scf\·ed as assiSl3nl controller to Alum3x, Inc., 3 $2.5 billion 
integrated aluminum comp311y with over I 00 manufacturing operations throughout 
the Urutcd StAtcs. from 1973 to 19SO, Mr. McDonough was employed by Price 
\Vatcrhousc & Co ~Ir ~lcOonough is a licensed CPA and also holds a m!<ter of 
business administration degree from the University ofBuffolo. 

JA\IES \\" BRO\\~ currrntl~ scf\·cs as Ex«uti,e Vice Pr ;ident anJ 
Scaetary of the Company ;ind has been a Director of the Company since ~lay 1997. 
He served as President and Chief faecutive Officer of the Company from 
inception 10 Apnl 1$97. He has nlso sef\•cd as Chief Executi,·e Officer, 
President nnd a DircctorofMaxxis 2000 since its inception. From 1995 to 1997, 
Mr. Brown has served as a m3.ll3gcr ofNetWorld Communicatior,s, L.LC. Since 
1979, Mr. Brown has also SCf\'cd as President and ChiefE."iiecutive Officer of 
Marketing Ideas, Ltd Ir. Brown has a bachelors degree from the Um, crsity of 
Georgia. He aha auendcd the John Marsh3ll School of Law and the American 
Mutual Institute of l\lan3gemrn1. 

LARRY W. GATES, II has served as Vice President of Human Resources 
since the Company's inception and as a Director of the Company since :-.lay 1997. 
Mr. Gates became a ~-time independent inswance agent for A.I... Williams in 
19S9 while scrving in the U.S. Anny. Jn 1993, he ten the financial services 
industry and became a full-time independent marketer of telecommunications 
saviccs 11- ough his O\\n independent marketing fim1, Classic Enterprises. Mr. 
Gates blr ta downline of over 10,000 diS1ributors between 1993 and 1996. Mr. 
Gates II.I.$ :in as~t'cill~~ degree from Pierre CC1llcge 

.. 
CHARLES P.13ERl 'STEIN has served as n Director of the Company sin~c :-.ray 

' 1997: Since 1992, Mr. Bernstein has also served :is President of Haf\·cs1 
Mortgage Co. From 19S9 to 1992, Mr. Bernstein was the Vice Prestdrnt of 
Natiom,ide Mortpse Rr10urccs, 311 undcn, nlcr and Ser\ 1ccr of loan> on 
residential and commercial real estate. Mr. Bernstein holds an associ3tes 

.. 



' 

• 

degree from the University of South Carolina. 

ALVIN CURRY has saved as aDirr:ctor oflhcCompany since its 
inception. He also serves :is Excculi\'e Vice President and Chief()pcra1ing 
Officer of Manis 2000. Mr. Cu."T)' started his marlceting c3-recr in i~86 "ilh 
A.L Williams, where he attained the posilion of Senior Vice President in less 
than three ycus. In March 1991, Mr. Cuny left the financial servicq industry 
10 join Mr. Srolccs in Global Alliance. Mr. Cuny attended Northwest Mississippi 
Junior College IJld Tacoma Community College, and he received a dcgr« from the 
Kmrpp College ofBusincss. 
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ROBF~T JAMES GLOVER, JR. has served as a Director of the Company since 
its inception. Mr. Glo\·cr started his mnrkc.ting c:ucc:r :i.s an independent 
it:.sunnce agmt with A L Willi:ims in 1985, where he attained the sales 
position of Senior Vice PrcsidcnL In December 1993, Mr. Glover left the 
fimrncial services industry and bcume an independent m:irkctcr of 
tclccommuniutions sn'\i ccs through his own independent marketing finn, G)o\cr 
Entctprises. Mr. Glo\'ef's network marketing firm b:is sponsored and tnincd O\"cr 

10,000 distributors. Mr. Glo\'cr a1tmdcd Maryland Uni\'crsity. 

TERRY HARRIS has scr\'ed as a Director of the Company since May 1997. 
Since 1982, Mr. Hams has scr\'ed as Pastor and President ofTacon:l Christian 
C,entc:r Inc. Mr. Karns has a bxhclors dcgrcc from the Uni\'crsity of Pugel 
Sound and llllcnded Rhcma Bible School. 

PHIUP E. LU?-.'DQtnST has 5Cl'Ved as a Director of1he Company since May 
1997. He also 5CIVeS as Chairman of Chrislophcr Panners Inc. Since 1988, Mr. 
Lmidqut::t has O'lvned and operated an invcstmcnl banking consul ling company as a 
IOlepropri:dorship. From 198S co 1988, Mr . ..undqui5t was the Director of 
Cctpocat Fuiauce for Ddoitte Haskins & $dis in Atlanta. Georgia. Mr. 
uodquilt has a bachelors degree from Williams College and attmded lhe 
Institute of Investment Sinking at the Wh1J1on School, University of 
t c:1111Sylvania. 

COMMI1TEES OF TliE BOARD 

The Executive Commillcc of the Oo.ird of Dirc:ctors exercises, during 
the iinervat between Board l'lCClings, all of the powers of the Company's 803rd 
o!DiRCtors within certain limi1a1ions. During the year ended June 30, 1998, 
the Executive Commincc was composed of Thomas 0. Cordy, Alvin Curry and Ivey 
J. Stokes and held two meetings. 

t • 
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The Audit Comminec of 1he Ooard of Dircclors reviews, with lhe 
Company's indq>rndent publi: accounlants, the annual financi:11 statements of 
the Company, reviews the work of such independent public accountants and makes 
annual recommendations to •he BoJrd of Dim:tors for the appoin1men1 of 
independent public nccoun1an1s for 1he ensuing year. The Audit Committee also 
rcvicws the effectiveness of the financial and accounting functions, 
orpni.z:ation, opcratioiu and m.uiagcment oflhe Company. During the year ended 
June 30, 1998. the Audit Commiuce was composed of Charles P. Bcms1cin, Terry 
Harris and Philip E. Lundquist and did not hold :iny meetings. 

The Compcnsauon Commillcc reviews and recommends lo 1he BoJrd of 
Directors the compcnsa1ion and benefits of all officers of the Company and 
administers 1he issu:ince of stoclc op1ions to 1be Company's officers, rmployecs, 
consultants and advisors The Compensation Committee also rc\·icws general 
policy mailer; rclJting toe compensation and benefits o f employees of the 
Company. During the year ended June 30, 1998, the Compensation Comm,uee was 
composed of Charles P. Bemsteui, Terry Harris and Philip E. Lundquist and did 
not hold ;iny mcelings. 

The Company does nol ha, ea standing nominating commlllce. The Board 
of Directors or the faccu1i,·c Commiuee nomina1cs candidates 10 stand for 
elect ion as dircc1ors The Amended and Res1a1cd Bylaws of the Company pcm1i1 
sh!\l'Chol~ to mJke nonunauons for directors but only if such r.ominations are 
made pursuant lo trmcly no1icc m \\riling to the Sccrclary of1hc Company. To 
be timely, notice of 1rcholdcr nominations for direc1ors must be delivered in 
writing 10 the Sccre1ary of the Company no IJlcr than 90 days prior 10 the 
aMiversary ofrhc prc\'ious rear's nnnunl mcc:ing, together '"illl thc identity 
of the nominator an~ the number oi shares of Common Stock O\\ ncd, directly or 
indirectly, by the nominator. 

During the year ended June 30, I 99S, the Board of Directors of 1he 
Company held four rnee1ings. All oflhe d;·cctors of the Company allendcd 75% or 
more of the aggrcgale of all Board meetings and all mcc1ings of commi11ecs of 
which th y wc.e members. 
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ITEM I I. EXE<;_UTIVE COMPENSATION 

'- DIRECTOR COMPENSATION 

Members of 1hc Board of Directors arc rtimburscd for their 
out-of-pocket expenses for each meeting allcndcd, but otherwise scr\'e without 

.• 
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compensation. 

BXECUl1VE COMPENSATION 

The following Summ:iry Compcru:ition Table sets forth the compensation 
camcd by the Company's Chief Executive Officer during the year ended June 30, 
1998 and the Inception Period. No other executive officers of the Company 
reccfrcd a combined salary and bonus in excess ofSI00,000 during the year 
ended Jane 30, 1998. 

SUMMARY COMPENSATION TABLE 

<TABLE> 
<CAPTION> 

ANNUAL COMPENSATION 

NAME AND PRINCIPAL POSITION PERIOD SALARY BONUS(!) 
--------

<S> <C> 
Thomas 0 . Cordy .......................... . 
Chief Exccuth·c Officer :md Pmidcnt 
</TABLE> 

<C> 
Fiscal 1998 
Inception Period 

-·--- ··---
<C> 
S 41,600 S 83,400 

S,2SO 

(I ) R.c::prcscnts amounis accrued as bonus compensation for the periods 
presented. 

OPTION GRANTSDURING1998 

~ of June 30, 1998, no options Md been granted to the Chief 
'Sxecutive Offict'I' of the Company, and no c:<cculivc officer of the Compllly 
n:ceivcd a combined salary and bonus in ~cmofSI00,000 during the year 
cmcd June 30, 1998. 

EMPLOYMENT AGREEMENTS 

The Comp:my has entered into employment a~cnts (collcdivcly, the 
· Employment Agreements·) "ith Messrs. Cordy and Brown. The Company intends to 
enter into an cmplOYJTICl'II 1gRC111cnt with Mr. McDonough. Gencnlly, th,i: 
Employment Agrccincnts provide for a minimum weekly sal:iry. ln addition, 1he 
employee may prticipate in ~ bonus prognm and shall~ eligible to rcc:eive 
quarterly or llMW I payments of a pcrfomunce bonus based upon the achievement 
of targeted levels of !"crfomwice and such other criteria as the Board of 
Directors shall cstabl.1$h from time lo time. Each employee may participate in 
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insurance and other benefit J, Jns of simil:uly siluated employees, including 
any stock option plans of1:,c Company. 

Each of the Employment Agrccmcnls has a 1em1 of one ye.1t, and lhc term 
renews daily for an additional yc.ir uni ii eilher party fixes the remaining lcnn 
al one year by giving wriucn no1iee. The Company Cllll 1ermina1e each employee 
upon death or disability (as defined in the Employment Agreements) or with or 
without cause upon delivery to the employee of a notice of lerminn1ion. If 1hc 
employee is lenninaled because of dea1h, disabilily or cause, 1he cmplo>•ee will 
receive any accrued compensation 1l1rough 1hc termination dale and any accrued 
performance bonus, unless the employee is terminated for cause. It the employee 
is tcnninalctl "ilhout cause, the Company shall pay the employee severance 
payments equal to his minimum base salary for each week during 1hc six-month 
period following the termination date. lf1he employee Is a direct , or officer 
of the Company or any of its affiliates, rhe employee shall tender nis 
resignation to such positions effecli\·e as of1he termination date. 

Under the Employment Agreements, = h employee agrees 10 mainrain the 
confidentiality oft he Company's trade secrets and conlidenlial business 
infom1ation. The employee also agrees for a period of one year following the 
tcm1ination d:ite, if he 1s terminated or resigns for any reason. 110110 compete 
wilh or solicit cmplO) ~s or customers 
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of the Company or any ofirs affiliates wit. in a 30-mile radius of the 
Comp:iny's corporate offices; pro\·ided, that if the employee is lcnninared 
wirhoul c ,use, the 11on,compe1e period shall be six monrhs. 

SALES REPRESENTATIVE AGREEMENTS 

The Company entered into indcpcndcnl sales representative agreemenrs 
(collectively, the "Sales Representative Agrccmcn1.s") with ten independent 
sales rcprcsent11ives, including Messrs. Stokes, Gates and Glover. The Sales 
Rcprcscnlalive Agreements provide for a minimum fee ofS800.00 p~r week. Each 
sales representative is also be e.ligiblc: to receive quarterly payments of a 
performance bonus which is a percentage oflolal rc:\'cnue from Maxxis 2000. To 
be paid a bonus, a $,;ales rcprcsentattvc must have 180 new acti,·alions in a 
quaner. The bonus amount is then de1cm1incd by the number of open centers in 
that quarter. The bonu.s ranges from I% of101al revenue from Maxxis 2000 if 
four centers are opmed lo S% of the: revenue i r 20 centers arc opened. Each 
sales rcprescn1a1i,·e is 3 n indepmdcnl contr:ictor, and the Comµ~n)' t!,l's 1101 
exercise control over the act.ivitics oflhe sales representatives other than as 
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set forth in the Sales Representative Agreements. 

Each or the Sales Representative Agreements has II tcnn of one year, 
and the tenn renews daily for an :idditional year until either party fixes the 
remaining tenn :it one year by giving wrillcn notice. The Company can tcnninnte 
each s:ilcs rcprrscn1n1ive upon dea1h or disability (11s defined in the Sales 
Rcprcsmtative Agreements) or with or wi thout cause upon delivery to the s:iles 
rcprcscnta1ivc of a notice or 1ennina1ion. If n s:ilcs representative is 
terminated, the sales representative will receive any accrued fees through the 
terminal ion ,-tate and any accrued perfon11:111ce bonus, unless the sales 
representative is tenninated for cause. If the sales representative is a 
d1rcc1or or officer of the Company or any of its affiliales, the sales 
repreSCTitative shall tender his resignation to such posi1ions effective os of 
the termination date. Under the Sales Representative Agreements, each sales 
representative agrees lo maintain the confidcntfoluy of the Company's trade 
secrets and confidential business infonnation. 

CONSULTl:-IG AGREE;I.IENT 

In September 1997, the Companycntercd int:> 3 consulting agreemcm 
with Mr. Robert P. Kelly. The consulling agrcrmcnt provides for n minimum 
weekly salary, and the consultant may particip31e ma bonus program and is 
eligible lo rccci\'e quarterly e r aMUll p:iyrnents of a performance bonus based 
ur~ the achievement of targeted le\·els of perfonnnnce and such other criteria 
IIS the Bonrcl of Directors shall establish from time 10 time The consultant is 
an indep·'tldent contractor, and the Company does not exercise control O\·er the 
aetivitiC$ ')f the consuh3nl other than :is set f th in the con.suiting 
egrumc- . 

The consulting agreement has a tcnn of one yc:ir, :ind Lite term r.:ne" s 
oaily for an additi.lnal re:ir unlll either party fixes the remaining term at one 
year by giving wnuen notice. The Company can tcmtinate the consuhant upon 
death or disability (as defined in the consulting agreement) or with or without 
cause upon delivery 10 the consultant of a notice of termination. If the 
consultant is tmninatcd b«ause of death, disability or cause, the consuhanl 
will receive 1111y accrued fees through the tcnnination da:e and any accrued 
performance bonus, unless the consultant is terminated for cause. If the 
consultant is terminated without cause, the Company shall pay the cansultanl 
severance payments equal 10 his minimum base salary for each week during the 
six-month period following ll1e 1crmin31ion date. 

Under the co:i;ulting agreement, the consultant ogrees to maintain the 
confidentiality of th .:ompany's trade secrets and confidential business 
informotion. The consultant also ngrccs for a period of one year following the 
tcnnination date, ifhe is terminated or resigns for any reason, not to compete 
with or solicit employees or customers of the Company or any of its affiliates 

i. 
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within a JO.mile nidius of the Company's corporate offices; provided, that if 
the consultmt is tmnin:ated ";thout cause, the non-compete period sha.J' be six 
monlhl. 

INDEMNlFlCATION OF DIRECTORS AN!) OFFICERS 

Pursuant 10 its Amended .ind Remted Articles oflncorporation, the 
Company is obligated to indemnify eac:h of its directors and officers lo tnc 
fullest extent pcrmilled by the Georgia Busincu Corporation Code with 
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n:spcct to :ill liability and loss sulTcred and rC2SOnable expenses 
incurred by such person many action, suit or proceeding in which such person 
was or is made or thrratrncd to be made a p:i.rty or is otherwise involved by 
reason of the fact that such person iJ or wu a di~or or officer of the 
ComJ>311Y. The Company is obligated to pay the reasonable expenses of the 
directors or officers incurred in defending such proceedings if the indc· mif :d 
p.irty agrer~ to rcp:iy all amounts advanced by the Company ifit is ullimald) 
determined that such indemnified party is not rn1i1led to indc:mnilication. 

STOCK OPTION PL.I\N 

On September 16, 1993, thc Boan! ofDirttlOrs adopted (subject to 
shareholder approval or n11ifica1ion) the M.uxis Group, Inc. 1998 Stock Option 
Pl.an (the "Option Plan"), ,,hich pcnnits the Company to grant options to 
purchue shires of Common Stock to officers, directors, key employees. ad,isors 
and consultants oflbc Comp&ny. The purpose of the Option Plan is to ad\'ance 
the intaests of the omp:my, its subsidiaries and its shareholders by 
affording CCJUin employees and OU'CCtors of the Company and its sub5idiaries, 
u well as key consultants and advisors to the Company or any subsidiary, an 
opportunity to acquire er increase their proprietary interests in the Company. 
Options granted under the Option Plan are intended lo promote Che growth and 
profitability of the Company and iu subsidiJrics by providing the oplionecs 
with an addiliomsl inccntfrc to achieve the Company's objectives through 
participation in its $UCCCSS and growth 11d by encovaging optionecs to 
conlinue their 1ssocia1ion \\ilh or service lo 1he Company. 

G-ncrally, oplions granted under lhe Option Plan , ay be lnccnti"c ,, 
Stoc... 0ptioos (·ISOs"), which are in1mdcd lo rreet lbc requi!ffllcnts of Section 
4,.2 of the l111c:mal Revenue Code ofl 986, as amended (the "Code"), or 
oon-qualified options, which arc not intended lo med such requirements 
("Non-Qualified Oplioru"). lSOs must have lcrms of lcn years or less from the 
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date of grant and the fair market value of grants of ISOs during nny year on 
the tlate or grnnt mny not e.~ceed SI 00,000. The Option Plan will be administered 
by a committee (the ·committee·), having the duties 3Jld authorities set fonh 
in such Option Plan in addition to any other ~uthority granted by the BoarJ. 
The Committee will have the full power and authority, in its discretion, 
subject to the provisions of the Option Plan, 10 interpret the Option Plan, to 
prescribe, :amend, and rescind rules and regulations relating to them, to 
determine the details and pro\is1ons of each stock option agreement and 
mtricti<>n :igr«mcnt. and 10 r1:ike all other detcnninations nc-rcss:ir1 or 
advisable for the administration of the Option Plan, includin~ without 
limillllion, the amending or altering of such Plan and any options or restricted 
SIOC1c awuds granted thereunder, as may be required 10 comply with or 10 
confonn to any fcdcnl. stale. or local laws or rcgulatiom. The Committee. in 
its discretion, "ill select the rccipicn1s of :iw:irds :ind 1he number of op1ions 
granted 1hcrcul1dcr and determine other maucis such as (i) \'CSling schedules, 
(ii) the exercise price or options (which cannot be less than I 00% of the fair 
market wlue of the Commo:1 Stock on the d:itc of grant for ISOs) and (1ii) the 
dur.uion of a.wards (,\hith cannot e~c~ ten years from the d.ite of gs:mt or 
modification of the optio:1). 

Subject to sh:utholdcr appro,'31, the :i~rcgme number of shares of 
Common S:ock rcsm co for the issuance of opnor.s under the Option Plan \\ill be 
300,00IJ sh:ircs, subject to adjustment in ;iccord:mcc wuh the Option Plan An) 
or all slwcs of Common Stock subject 10 the Option Plan may be issued in any 
combination oflSOs or Non-Qualified Options. and tl1c amount of Common Stock 
subject to the Opuon Plan ~y be incrcascd from time to time. subject 10 

shareholder appro\'31. Shares subJect to an opti 'Ill may be either authorized nnd 
unissucd shares or slwes issued and later reacquired by the Comp:iny. The 
sharcs covered by any unexcrciscd ponion of an option th3t has tcnninated for 
any ru50,1 may apin be optioMd or awarded under the Option Plan, and such 
shares shall not be considered as having been optioned m computing the number 
of shares of Common Stock remaining anilablc for options under the Option 
Plan 

The ·lass of pcnons ehg1ble to panic1pa1e in the Option Plan shall 
consist of ll persons whose p:uticipation in the Option Plan the Commillcc 
dc:tennines :o be in the best interests of the Company which shall include, but 
not be limited 10, all emplo)·ccs and directors or the Company or any 
subsidiary, u well as key consult~ts and advisors to the Company or any 
su:.1idi3ry. The Cor.imillce "ill ha, c the power to spc:ciry, with rcsixct 10 the 
Options granted to !_pamculM Op11oncc, the effect ol Ilic tcrn1in;nion of su~h 
Optioncc's employrticnt or scf\icc under \'arious c1rcun1St3nccs on such Optioncc's 
right lo c:xcrci.sc an Option, "hich effect 

.. 
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may include immediate or deferred termination of St.ch Oplionee's rights ur.dcr 
an Option, or acceleration of the date 11 which an Option may be exercised in 
fuU. As of September 2S, 1998, no options to purchase shMCS of Common StllCk 
were outstanding. 

IW 12. SEClJRITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND 
MANAGEMENT 

1bc following table ScJs forth ccrt4in information regarding the 
beneficial ownership of the C':>mmon Stock as of September 2S, 1998 by: (i) each 
person known by the Comj)any beneficially to own more than S% of ll1e outstanding 
shares of the Common Stock; (ii) each director oflhe Company; and (i1i) all 
directors and e.'<ccutivc officers of the Company ns a group. Except as 01herwisc 
indicated, all persons listed have sole voting :ind investment power with 
respect to their shares. 

<TABLE> 
<CAPTION> 

AMOUNTOF 
BENEFICJAL 

NAME AND AOORESS OF .BENEFICIAL OWNER OWNERSHIP(B) 

PERCENTAGE OF 
c o:i.rMON STOCK 

CUT~TA.'iDING 

<S> <C> <C> 
Alvin Cuny(c) ........................................................ 636,363 
King David Trust(d} .................................................. 4S4,S4S 
Cynthia Glover, trustec(e)........................ .............. 181,818 
lbcAncbor.i Company({)...................................... 72,727 
Charles P. Banslcin ............................................. . 
Junes \Y. Brown ...................................................... 47,272 

Thomas 0 . Conly(g). . -······ ·······--····"········"······ -
IMI)' W. Gara., ll. ............ - ......................... - ....... 45,4S4 
Robert J. Glovci{h) ........................ - ...................... -
Terry Hanis. ...................... _ ...................... -........ 3,636 
Philip E. Lundquist. ............................. ............. ...... . 
l'Vf:Y I . Stolccs(i) ................................................... . 
All diimors and executive officers 3.S a group 9S7 ,270 62.S 

(10 persons) (c) -{i)................................. . ......... . 
</TABLE> 

• L<;.J than one percent 
Ca) The address of the fGng David Tl'llll and A,vin Curry is c/o Muxis 

40.5% 
28.9 
I J.6 
~.6 

3.0 

2.9 

• 
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Group, Inc., 1901 Montreal Drive, Suite 108, Tucker, Georgia 30084 The addrcs.s 
of Cynthia Glo,·c:r, lrustee, UIA Louise Glovc:rdJted J3nuJry 10, 1997 is 7839 
Taylor Circle, Rivetdalc, Georgi:i J0274. The oddrcss of The Anehora Comp3ny is 
do Salem M~'l.lsemcnt Comp3r , Ltd. Design House, LcC\,·:ird Highw:iy, P.O. Box 
ISO, J>rovidcr.dalcs Turks & Caicos Island, B.W.J. 
(b) ln accord~ with Ruic 13d-3 under the: Sccunties Exchange Act of 
1934, as 4l1lendcd, a person is deemed lo be the beneficial owner, for purposes 
of this t.iblc, of any sh.ires of Commc.n Stock if such person hlls or shares 
Yotins power or in\'cstm..-nt po,,cr "ith respec t 10 such security, or h:is the 
right to ;icquirc beneficial 01\ ncrship :11 :iny time ,, 11h11160 days from September 
25, 1998. As used IK:rein, "\'oting power" is the power to vote or direct the 
,-oting of shucs and ·inves1mC11t power" is lhe power to dispose or direct the 
disposition of shares. 
(c) Includes .is.a.s.is sh3Tes o,,ned by the King Da,id Trust of which :\Ir. 
CUTT)'. a dmxtor of the Company, is lhc trustee. Mr. Cuny disclaims 
benc1iciaJ ownership of such slwcs. 
(d) All such shares arc O\\ ned by the King David Trust of which Mr. 
Curry is the trustee and :'>Ir Stokef minor children arc the beneficiaries. :\Ir. 
Stokes.. the Chairman of the Bo:ud, disclaims bcncf·eial o,,11c:.rsh1p of such 
slwc$. 
(c) All such shares arc O\\r.ed by Cynthfa Glover, trust~c. UI.·\ Louise 
Glo\'crdJtcd fanuary 10, 1991 :\ls Glo,·cris the "ife ofR bi:rt J. Glo,er, a 
direct.or of the CompJny. lllr Glo,·cr is the sole bcncfic1Jry and disclJims 
beneficial ownership of such shares. In addition, :\Is Glo,·er disclaims 
beneficial 0\\11e1ship of such shares. 
(I) All such shares arc O\\ned by The Anchora Company of which Mr. Cordy, 
ChicfE.l<ccuth·c Officer :ind President of the Company, is the protector. Mr. 
Conly disclaims beneficial ownership of such sh.ires. 
(g) ExclucS.:s 72,727 shatcs owned by The Anchora Company, of which Mr. 
Conly is lhc protector. Mr. Cordy disclaims bcncfic' ,1 ownership of such 
shat-cs. 
(h) F.xcludcs 181,818 sha1cs owned by Cynthia Glover, trustee. U/A L~uisc 
Glover dated January I 0, 1997 of which Mr. Glo\'cr is the sole beneficiary. Mr. 
Glova disclaims beneficial 0\\1\crship of such shares. 
(i) Excludes 4S4,S4S shares owned by lhe King David Trust of which Mr. 
Stokes' minor children arc the beneficiaries. Mr. Stokes disclaims beneficial 
ownership of si:c.h slwcs. 

<PAGE> 27 

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS 

•' 



' 

.. 

On February 16, 1997, Glover Enlcrpriscs, Inc., ar ,,a1e of Robert 
J. Glover, a din:c1or of1he Company, loaned 1hc Company SSO ()()() to fund 
initial start-up costs of the Company. The Company has repaid this loan. 

During 1hc lncq,1ion Period, the Com;iany paid a fee ofSl84,00010 IS 
14, Inc. ("IS 14"), a former Dclawnre corporation which wa, controlled by 
cmain of the din:c1ors and officers oflhe Company. The IS 14 fee was 
comprised of compcnsa1ion for m:m~gcrial, marketing and adminis1ra1i,·c Scr\'ices 
performed by ccr1:1in of the Comr:iny's officers :1nd s:iks rcprcscnt:iti\'es prior 
to •lie cstablishmenl oflhe Company·s p:1yroll IS 14 h:is been dissoh·ed. and 
the Company will no1 make any additional payments 10 IS 14. 

Pursu1n1 10 Mr. Cordy's cmploymen1 agn:cment, The Anchorn C-0mpany, an 
affiliale of Mr. Cordy, pur-~ 800,000 shares of Common Stl)Ck, lt a price of 
SO. IS per share. In e~changc, The Anchorn Comp:iny gave the Company n S 120,000 
full r«ourse promissory nole which burs interest at an annual rate of 8. TS%. 
Mr. Conly gu:ir:m1ccd the promissory 110te. The principal and interest on the 
promissory no1c arc due ilnd payable on the tarl ier of May I, 2002 or the 
closing of an unden,Tittcn public offering where the Company rtteives aggregate 
net proceeds of at lcMt SS,000,000. 

In December 1997. the Company borro1,cd approximately SS3,000 from :>.tr. 
Cordy to fund cemin operating expenses In February 1998, the Company entered 
into the Cordy :--ote to memorialize such bono\\ing. As of June JO, I 99S, the 
Cordy Note •·. as repaid in foll 

c~.nain oflhe trnnsacuons described above may be on tcrr·s more 
favorable 10 ofliccn. dir«tors ;ind principal shareholders than II q could 
obwn in a trnnsaction ,,ith an unaffiliated 1hird party. The Company has 
adopted a pohcy r((juiring tha1 all matcri:d t=ctions between the Comp311)' 
and its offic1:rs, directors or othc:r affiliates must: (i) be approved by a 
majority oft.he disin1m:stcd members oft.he Board ofDirccrors oflhe Company; 
and (ii) be on terms no less ra,·ornble to the Company than could be obtained 
from unaffiliated third parties 

PART IV 

I• 

ITEM 14. EXHIBITS, FINANCIAL ST A TEMENT SOIEDULES Aa'ID REPORTS ON FORM 
S-K 

(A){l) FTNA.'!CIAL STATEMENTS 

"'he following Consolida1cd Financial Statements of the Company 
1rc liled as a part of1his Report and arc attached hereto as 
~gcs F-1 1Juough F-1 S: 



Consolidated Bal:incc ShcclS as of June 30, 1998 and 1997 
Consolidated Suterncnis of Operations for the YCllr Ended June 

30, 1998 and for the Period from lnccplion (J.nUIJ)' 24, 
1997) lo June 30, 1997 

Consolidated Statements of Cbanges in Shareholders' Equity 
for the Year Ended June 30, 1998 l!Jld for the Poiod &om 
lnception(Jamwy 24, 1997) to June 30, 1997 

Consolidated Statmicnts o(Cash Flows for the Ye:ir Ended June 
30, 1998 :ind for the Period from Inception (Jillluary 24, 
1997) lO June 30, 1997 

Notes to Consolidated FinaneiAI Statements 

25 
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(A)(2) FINANCIAL STATEMENT SCHEDULES 

RefcrtnCe is made to Note 2 of lhe Notes 10 1he Consolidated 
FillAllcial Statements on page F-9. All schedules have been 
omiued as they were not required or nol :3pplicablc or because 
the infomu!ion required 10 be prcscn1ed is included in the 
Consolida1cd Financial Sll1lemcnts and the related Notes thereto. 

(AX3) EXHIBITS 

<TABLE> 
<CAPTION> 
Exhibit 
Number Exhibit Description 

<S> <C> 
2.1• PlmofRmrpnizauon oftbc Company efrccth'C as of February 17, 1998. 

I I 

,.1 Amended m:I Re&tatcd ArticJcs ofhicocpo.1tion of the Company, as mncnded to date. 
3.2• Amaldcd aid Resutcd Bylawl oflhe Company, as lmCDCkd to date. 
4.1• See Exhibits 3.1 mtd 3.2 for provisions of lhc Amended and ReS1atcd Articles of 
lncocpo.aiioo 111d Amendc:d and Restated Bylaws defining the rights ofholdm of Common Stock 
of the Cc :lplll)'. 

4.2• Spccimenj:onunon S1odt urtitic.tc. / •• 
4.J• Sbarcholam A~ dated as of September I, 1997 among the Comp:my and the 

' holdas of Class A Common Sloclc. 
4,4• Amemed and Rcsutcd Sbarcholdcn Agreement, dated as offcbruary 18, 1998 amoog the 

Company and certain holdas of its Common Stoclc. 
I0.1 • Form of Employment Ag.cement by and betwcxn lhc Company 3nd certain of ill ofllcen. 

.. 



10.2• Employment Agrccmcnl by and between lhc Company and Thomas 0. Cordy dated May 

I, 1997. 
101• Promissory Jl<'ote by The Anchor.i Company in favor of1he Company dllled as of May I , 
1!197 in 

lhe original principal Jmounl ofSl20,000. 
10.4• Guar.mlee by Thomas 0 . Cordy in favor of the C.ompany dated May 1, 1997. 
10.s• Form oflndq,endcnt Sales Rcpu:S01talive Agreement by and between the Company and 

cc1ainof 
ils sales rcµrcscnuti\·cs. 

10.6• Consulling AgrcemClll by and beawccn the Company and Robcn P. Kelly da1.ed as o f 

Septemba 
I, 1997. 

10 . .,. Softw~ license Agrccmcnl between Summil V. Inc., a subsidi.iry of Jenkon 
lntcmaJionJI, Inc. 

3:lld the Comp:iny d.11ed Fcbru;uy 2. 1997. 
I0.8• Softw:irc ~rvice Agreement between Summit V. Inc., a subsidiary of Jcnkon 
lntemalion.11, lnc. and the Company dated February 2, 1997. 
I0.9R• Equipment Purchase Agrecmcnl between Summil V. Inc., a subsidiary of Jcnkon 
lnt=tic,nnl, lnc. and the Company dated February 2, 1997. 
10.10° Agreement for I-Plus Scrvi.ccs between Colorado River Communicn1ions Corporation and 
lhe Comp:my Jilted Fcbru:uy ~O. 1997.+ 
10.11 R· Sub!= Ag1cemcn1 bctwccu DowElnnco and lhc ..:ompany dated February U, 1997. 
10.12" Warehouse~ ber.,ccn ~blon D. Mimms o.nd the Company d:ucd ;\!arch 17, 1997. 
10.13" Warehouse lease bct-,cen Malen D. Mimms :md the Company dated June 23, 1997. 
10.1.;• Demand~ Promissory l\otc dated November 26, 1997 by the Company in fa,'Cf 
of the lend= nmned on Sc~ule I lhctcto. 
10. ISR• Sub-Sublcuc Agreement bctwcm the Company and Simons Engineering. Inc. <bled 
Septcmba l, 1997 
10.16° Dcmaoo Promissory Note dated Ftbruary 2S, 1998 by the Company in favor of Thomas 
O.Cordy. 
I 0.17• Form of Stoel: Purchase Warr.ml. 
10.18 Muxis Group. Inc. 1998 Stock Option Plan. 
10.19 Lease Amendment Agrccmcnl dated June S, 1998 among Mal-On D. Mimms, lhc Company 
and 

Richard Bo.,.,'CtS & Co. 
10.20 Lease Amendment Agreement ch1ed August 14, 1998 a.mong Melon D. Mimms, the 

ColllpQly and 
<!TABLE> 
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<S> <(> 
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Ridwd Bowen & Co. 
21.1 • Subsidiaries of1hc Company. 
ll.l Qioserf of Ailhal' Andarm UP. 
24.1 Power of Attorney (mcludcd on sign:iturc pages hereof). 
27.l Financial Data Schedule. 
</TABLE> 

• 

+ 

(8) 

loc«p0n1cd by reference to the Company's Regis1ration 
Stalanalt on Fonn S-1 (Registration No. 333-38623). 
Confidential trealmCnl bas been 8J'lUlled for certain confidential 

portioas of this Exh11>i1 pum!!DI 10 Rule 406 under the 
Securities Act of 1933. In accorda.'lcc with Rule 406, 1hcse 
confidcnlw portions have been omitted from this Exlul>il and 
filed separately with the Commission. 

REPORTS 0~ FORM 8-K 

None. 
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SIGNATURES 

PumJant to the rc:quircmcDts of Section 13 or I S(d) of the Securities 
E.'ttba:-ge Act of 1934, the R.cgjslrant has duly caused this Report on Fonn 10-K 
to be SI ,ieci on its behalf by the undc:rsignd tbcttunto duly Alllhoriud. 

MAXXJS GROUP, INC. 

September 28, 1998 By: ls/THOMAS O. CORDY 

. 
I 

Thomas 0 . Cordy 
ChiefExcc:utivc Offic;cr 

POWER OF ATIORNEY 

KNOW BV ALL PERSONS BY TIIESE PRESENTS, lhlt C4ch person whose 

j• 

' . . ' . 



• • 
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. . 
signature appears below constitutes and appoin1s jointJy and severally, )VEY J. 
STOKES and TIJOMAS 0 . CORDY, :ind e.~ch one of them, his allomeys-in-foct, each 
with the power ofsulntitulion, for him in any and all capacities, 10 sign any 
and 3.11 amendments to this Annual Repon (Fonn I 0-K) and 10 file the same, with 
cxbil-•ts lhcrcto and other documents in coMection therewith, with 1hc 
Securities ;uid Exdw1gc Commission, hereby ratifying and confmning all that 
each said attomcy-in-fllel, or his sub5titute or substitutes, may do or cause 
10 be done by vinue hereof. 

Pursuant to the requirements of lhe Sccuri1ics E.~chJngc Act of 19H, 
this Rcpon on Fonn I O.K has been signed below by 1he following persons on 
behalf of the n:gistran1 and in the capacities and on the dates indicated. 

<TABLE> 
<S> <C> 
September 28, 1998 Isl JVEY J. STOKES 

Sep1cmber 2S. 199S 

Scp(cmber 28, 1998 

Septcmber28, 1998 

<!TABLE> 
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Ivey J. Stokes 
Ownnan of the Board 

Isl THOMAS 0 . CORDY 

Thomas 0. Cordy 
Chief Executi,·e Officer, President and Director 
(Principal executive officer) 

Isl DANlEL McDONOUGH 

Uaniel McDonough 
Chief Financial Officer 
(Principal financial and accounting officer) 

Isl JAMES W. BROWN 

fames W. Brown 
Ex.ecutivc Vice President, Secretary and Director 
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South Dakota Public Utilities Commiukln 

WEEKLY FILINGS 
Fer the Pertod of January 21, 1999 through .-wary %7, 1199 

If you need a completl9 copy of a fifing faxed. overnight expressed, or mailed to you. 
pk,ase c:ordad De'8ine Kol>o within five business days of this filing. 

Phl:JNJ: 605-773-3705. Fmc 605-n:3-3809. 

ELECTRIC 

El 99-012 In the Matter of the Filing by Big Stone City, South Dakota and Whetstone 
Valley Electric eoc.,e.ative, Inc. fo< Approval of Electrical SeMce Mll8 
Bculdaries. 

Big Stone City, Soulh Dakota and 'Mletstone Valley EJedric Coopaaive, 
Milbank, South Dakota. filed to< approval by the Commission a Bouldary 
A'J'ee., ,e, It in which the parties have come to a muual agreement relative 
to the SOIAh bou'ldary divicfing the elactl ic utility wston.-s tor Big Stone 
City and WhllCsto.e Valley. 

Staff Attomey: Karon Cramer 
Staff Analyst Martin Bettl,.a.' 
Date Filed: 01/25199 
lntervenlion Deadline: NIA 

GRAIN DEALER 

G099-001 In the L :.atler of lhe Receivership of Grain 0eaJe< Bonds of Britton Du'un 
Corpe, atio, L 

The South Dakota Public Utilities Cormll.ssion (Commission) has beer 
appoirud a R.eociver by the rdlh Ji ldicial CiraJrt Court to tau 
~· 1 ! s:sior, of grain dealer bond pn- eerts of Britton Dl.fl.m Corpcnlion, 
Britton, South Dakota The bond COIi~ is St Paul Mertwy lnsuWlC8 
~ . The Commiavx'I has ••id an Order and wiB P'blistl • 
Notice ot t t ! i ,g in !his maaar in the Ab« d e en Am8I lea , News of 
AbeiJa a ,. Scutt Dakota, and the Brillon Jcunal, Britton, South Dakota. 
NotlC8 is gn,e,i tha a h e III ii ig will be held on February 18, 1999, at 1 :30 
P.M., at the Col'mU'llty Room. 8fO!M"I C<Ulty Cotntlouse, 25 Martcec 
Street. N»ids I .. South Oaicca Clai,• ,ts are encouraged IO .... I •• 
this t'Gll i IQ lo p 111 It e-.idela of their claims which may inc*Jde, tu be 
limill9d to, adl doc:umenls as sca60 tick.els, sefflemenl sheets, bad 
dledcs and octl8r e,.idel .oe of a sale of~ to Britton Dl.fl.m Corpo, lbC:li, 
wt1ich hawl not been paid. The Commcssion's decisiou as Reoei.er ,s 

MJiec1 to the final approval of the Fifth Cira.it Court of the sta!8 of South 
Dakota and ap-; I II lo the South Oako&a Supl ••• Cc-rt 



Slaff Atlamay: Canron U~ ! I :le 
Staff: Jeff Loe fll I ! I. Oil ec:ta 

T,assportatiol, mid w~ Division 

TELECOIIIIUNICATIONS 

TC99-0J7 In the Mattel' of the Filing by U S Wl:ST ~. Inc. for 
Approval of NI ~iatedlArt>ilrated Terms of ~8811181 ll for 
lllacoc1iection, Resale. mid~ Elemeuts between CCCSD. Inc. 
dba (,omectJ t..-d U S Wl:ST Cama.Jnicatiot\. Inc. 

Alff pmty wishing to co.111ent on the egi eem&1 ll may do so by filing 
written CUI 1118111:s with the COi Ii I 11issiori Sid the parties to the &gl 881T181 ll 
no lallllr than Febuary 10. 1999. PartJes to tho ag,eemecit may file w.itta, 
19:spol lSeS to the CU 111181 Its within twenty days of S8MC8 cl ·~ "" 
COiiii8ilts 

Staff AIIDmey: Canm, Hoseck 
Staff NWllfst: I !aria I 8esl 
Oall8 F"llad: 01 /21 /99 
C01111e ll:s Due: 02/10'99 

TC99-008 In the Matier of the Aww aci<., of HJN Telecom. Inc. for a CertJficate of 
A&."1arity to PrOYide l.cx:a EJCd'lange $«vice in South o.oea. 

HJN T 111 1111, Inc. IS a re se Dr which i •ods to offer all forms of 
11 •astae local excta 99 sennc:es in areas l'.erved by any LECs that are 
not 8'igi)te for a small or nnl ca, iel exa 14Aiol t 

Staff Momey. l<aren Cterner 
Staff~ Keiilh Senger 
Oall8 Filect 01122,'99 
........ , Date: 02/12199 

ti£ G In lhe MIiiar of the Aj)t)lil i4; 11 of Ma;, •IS COinml.nic:abon. Inc. for a 
Certifialle of AI.Ahofity 10 Provicle T eteca 111 u-.katioi IS Services in South 
Oa4rcn 

Ma.ocis Cormu1icabons. Inc. by their attumeys. notified the Comm,ssion 
of a, e,::qi inion of assets from Cherry Comnu,ication:s Ii 1COfPOC ated to 
Mac cis ~. Inc. aid rt1q118Sted that Cherry's Ceruf,cate of 
AtAharity be ba me, 1 ed to Maxxis COO'WIU"licabon. Inc. 

Staff AIIDmey: Karen Cterner 
Staff~ Ha1arl Best 
Daa Flied: 01/26199 
ll1181•1tic:,,1 01 a li.e 02/12199 

2 



TC99-01 o 1n .. r n :re+ c1 the AA* •-:., o, •;a,· ,ts Camu1ialtions, Inc. tor a 
Certili+ 1 d Au1harily to PIOv6de Ttdecu111a,*8tio, IS SeMals in South 
Dlk:lla 

V,W ,w ConwnLrieltion_ Inc.. i ... tds lo provide ii ltillema IQ8 NMched 
w*9 - ·ices pri,1• ily to the wt11CI t nle 11•• which consists d othet' 
tel 1:., 11,uicatioiw ca, ias. W!limns also plans .o offer i •ea::t• ,ge 
pril. de line • .tea. 

Sllff ADomey: Camli"I Htl 11 :tc 
Sllff Anltyst Keilti Senger 
DIISa Al8d: 01126199 
t. iSllii nam, D 1 1 iii ae: 02/12/f19 

You nwy ,Kll.e ta 111ing and olw PUC 91 .tic111iaos viii aur *"die a .;. • llliii,.et e-mail. 

You mey absaibe to the PUC mail!no list at http://www.state.ad.~ 

3 



,..1._. . ' ... 

• • 
GER.RY. FRIEND ck SAPRONOV. LLP RE( i=JVED 

' 
' ... 

\'IA OYERNJGHI MAIi 

•' ,01ucao1 AT a. ... ur 

ntm a.AY't."'ft.A DarvR 

ATLANTA. OllOROU. --.a~a 
-· -,,.,. ... oar 

P tzCWXD• f'7'Nt W I 

IDIIA.ll. 5? C ., 7 ·-

Fdmwy26, 1999 

SoadJ Daoca Pubhc Utibtics Commission 
SOO Eal Capsiol Avenue 
Pierre. Soulb Dllkoca S7501-S070 

KA!l t.. l \999 
SOUTH r,1..;c.O TA PUBLIC 
UTILITIES COMMISSION 

Re: Supplc:mcnlal lnfomwioo Supporting Grant of Tra:ssfer of Authorization from 
Cbcnv Communications lnco,poiatcd 10 Maxxis Communicatioos.. Inc. 
('"Supplcmcnt"')ln Connection \ltilh the Joint Application ofO>cny Communic:atioos 
l.nc:orpmllCcl. W AXS rNC., Maws Group. Inc. and Maxxis Communications. Inc. 
for Appoval of Acqwsitioo of Assets and for Assignment of Authorization ('°Joint 
Applicalion'") TC99-009 

Dear Sir or Mum: 

Pursuant to the scqucst of Mr Hvlan Best. Utility Analyst for the South [)akOQ Public 
Utilities Commission. enclosed arc the onginal and eleven ( 11) copies of the Supplement. Please 
file the Supplement io )'OW' usual &sbion and rdUn1 ooe ( I) file-swnpc:d copy to us in the enclosed 
mvdope. 

If you have :any questions or comments. please call the uodcrtigned. 

Eoc. 

cc: Ma.xx.is Group. Inc. 
(with enc~) 
HarbnBcst 
( with enc losurc) 
Omles A. Hudak. Esq. 
(without enclosure:) 

Smca-cly. 



ST A TE OF SOOTH OAK.OT ... 

BEf'OR£ THE PUBLIC UT1UTIES COMMISSION 
OF THE ST A TE OF S0lJ'Jl{ OAK.OT A 

lo thc Maner of: 

JOINT APPLICATION OF CHER.RY 
COMMUNICATIONS INCORPORATED. 
W AXS INC.. MAXXJS GROUP. INC. AND 
MAXXlS COMM'.JNICATIONS. INC. FOR 
APPROVAL OF ACQUISmON OF 
ASSETS AND FOil ASSIGNMENT OF 
At1TIIORaATION 

DOCKET NO. TC'99-009 

Sllffl EMEN'TAI, RCfQRM.\DQN 
5tJPIIQDING GRAACI QFDAAJSfP Of 4JTJJIQRJUDQN fBOM C8EBBY 

C:QMMJJNJCADQNS INCQBPQR.\'JFD m M&XXJS COMMJOOC4DQNS, 1NC, 

pa • 10 So:1im 20: I 0:24:02. Sccrioa 20: I &.24:03 md Scc.uca 20: I &.24:04.0 I of thc Acfmioi<lllti ve 

Rak:s of Soadi Da:oca.. ..S bcrd,y pcovidc:a IO thc Soulh Datola Public; Utilitiea Coolmissioo 

("C-+1 • 1silr2'1 with funbc:r infommioa suppo;tiua t:bc mig,111• nc. authority, cociSUll and approval 

ordlc Die and ClaAl of Cllcrry ~ t..oo.pca-.d's ("Cbcny") oirting llllhorization to 

Mam, md •lf•q.cnd)',IOMu:xisComnnmiatiom.1 In~ with the Comrnissim"1 R.ulcs 

m:l krgniMiom, thc following infonmtioo is provided. 

I. 

L QF;SOHPJJQN QFTffE ,\Pft,JC4NI 

•n I w1'1 New: ad Addrne Applicaofs com,ct mmc: mxhddreu is: 

Max.is Conunmuc:abDm. Inc. 
190 I Moa1ral Rold, Sui1.c I 08 

Tldcr. Gecqia 30084 
Tel: (770) ~34) 

'This er-fa of auCbcJi ity was pn:YiousJy rc:q\lCSlr.d in this mancr in thc Joma Awliatioo 
or 0my 0-1 •licariom lncocpcallal, WAXS INC., Maxxis GroGI). Inc. and Mum 
C · Ci-+n, lllc:. b Approval of Acqoi,i•i,,,n o( ADdl md for Assigi@c:al of AutboriDtiao 
("Joial Appli. wioo"').. 
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Applicant will do business in Sou!h D:lkota ~ the name Manis Communica.tioos, lnc. 

2. 1'N'flret'1 Coqp 1ft SflWtlr:t Applicant is a whol.ly-owncd subsidiary ofMuxis Group, 

lnc. ('"Muxis Groupj, a Georgi:,. c:oipora1ioa located 111 1901 Montreal Road, Suite 108, Tucker, 

services throug!,out the United Stales via networlc marketing. A copy of Applicant's Ccrtlfica1c to 

Tramact Bnsincss as a Foreign Corporation in lhc State of South Dakota is attached hereto at Exhibit 

-AM. Tbc name and address of Applicant's rcgislered 11gcnt in South Dakota is: 

Manis Communications, Inc. 
c/o Corporuions Service Company 

503 South Pierre Street 
Pierre, South Dakota 51501 

3. CeflCS r,ro, 011t'e11 ror Complefeh 11d A,:plaCAQ' Mattas. The officer of Applh:ao1 to 

whom lhc Cornmissioo is n:qUCSled to direct com:spoodence or complaints is: 

with a copy IO: 

Thomas O. Conly 
President and Chief Excculi\'e Offi<:u 

Maxxis Communications, Inc. 
1901 Montreal Road, Suite 108 

Tucker. Georgia 30084 
Tel: (no) 696-6343 

Charles A. Hudak, Esq. 
Michael K. Stcwan, Esq. 

Geny, Friend & Saponov, LLP 
Thn:c Ravinia Drive, Suite 1450 

Atlanta, Gcofgi.a 30346-2131 
Tel: (770) 399-9500 
Fax: (770)395..00CO 

Mr. Htxlak or Mr. Stewart should be contacted in conncc1ion with questions rcgording Applicant's 

CmM..as may COOlllCI Applican1'1 CUSIOmcr ac:rmc rcprcac:ntativcs regarding a broad range 

ofaviccmaac:rs, induding: (i)tbctypcs of services olTc:nxf by Applicant and the rmes as•-:illcd with 
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~ sci rias: (ii") mondtJy bt1ling sw.cmaus: IIDd (iii) problems or c:wcam n:uling to a ...... ....,.., 

len'icc. Appocanl's IOll-m:c number for cmiomcr IISSistmcc is: I (800) 270-3788. Apptica11f1 

• MMIWK ICn'icc ,qwmui,-a •ill be Ible 10 assisl CUS10mCrS n.-aity-bir (2A) hours per day, KftD 

(7) days per week. 

Applk a• is cum:nlty lllltborimi IO provide. or bas apptied for aatbori ity IO provide. iab-..e, 

iaeeradmJse td«:otrwwnicatioos resale savicc:s ia all fifty mleS and in the Disuict of Columbia. 

Apt.a· •• has DOC been dcmcd IUlbority IO provide inrnsNe tclcc+>BSl&CP)ic::arions aeniccs in aQJ llalc 

..sa. .. bccll subject IO my regnlMOfy pcm.tics lorviolalionofSUt.Ccrfeclml 1decou111nri+ etioc:11 

411 • ,. rules or regwatioos ~ damming). 

4. «\pJ§ -,,, f«*n,I In '*"'"' +Ote Ne t r Apptianl's fcdcral tax idcneific1rion 

• ii I is SS.2»2296. 

IL QfSCPrrtJQN Of AfflJCANrS PBQJIQSEQ SEAYJCFS 

5. D effahetlPt t 4Snde11 MvlcdellndPZ 1Pa+ele10- Applialntaceb 

mdlariiy 'l> l'Cldl die SCI •ices of other catilicaed -11,nno canicrs for the pwpoee of poviding 

lwildlcd. i .. ,MSIMC mlal.ATA and inln.L.ATA IDll (as pcnniucd by the Coouoialon). voice: 

ic•a ttY • , ; c · om IICrviccs throughout 1bc entire Slae of South Datoc1 SpccificalJy. Applic::1111 

,cqw:.u w!iority IIO offer dmla dial f"I +") scr-us, mcasmcd 1011 ser.iccs, IOll-m:c ~ '"800". 

__, tel' :a. naYd card services IDd prepaid c:alling card scrvicc:s in the Saitc or Soulh DalmcL 

A&ri'- •• will P""ilk sm:h t..:lo mmunicarims services lhrougb rmle or switc:hcd voice scrviccs of 

CCl11ficad, fxili• s-lMPCd canicn Cc.a.. MCI/WorldOJm, Inc.). As a swit.chcd l'C9dler, Applicanl will 

ooc own or ClOllfJ'Ol any uansmissim f:icilitics, but imlcad wi U utiJi1.ic its 0Tw11 switching c,quipmc:nt aloog 

wi1b ttwmnimoo services of or.: or more c:c:rtificated long diggroce ca,icn. 

Applicanl iDIC:Dds 10 mark~ the pcoposal tdccammaniadioos ICfViccs c:xclmivdy lbrou3h 

Maxis Group·, network of "'tndcpendm1 associates" ("'lAaj. Tbc lAa will rmrbs Applic::llll'1 
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services 10 pmons wilh whom the )As have an ongoing relationship, such as fam.ily members, friends 

and business associates. Nolably, Maxxis Group's !As will not he required 10 purchase inventory and 

will no1 be subjcc1 to sales quolas or accounl collection matters. Copies of Applicant's promotional 

materials .in: auaclicd III Exhibi1 "E". 

Applican1 intmds 10 bill ilS customcn dim:1ly (or long distance lelccommunications re- ,Je 

services. The charges, based upon the rates which will be~ forlh in Applicant's wilf, Applicant's 

Dlfuc:, and its toll free telephone number for custoll'lCf assistance will appear on all monthly customer 

statements. In addition. customers may contact Applicant's customer service rqmscntatives regiadiog 

ll broad range of service mattt.1'5, including: (i) lhe types of services offcn:d by Applicant and the rates 

associated wilh such services; (ii) monthly billing statements; and (iii) problems oroonccms pataining 

to 1he customer's current service. Applicant's cta1omer service representatives will be available to 

assist customers twenty-foUT (24) boUTS per day, seven (7) days pct week. 

6. I.u:ifI. Applicant proposes to offer inlnlstatc. iatcrLATA mid intral..ATA toll (as pami:ttcd by 

the Coounission) telcconunuaicalions resale services wilhin the Swe ofSoulh Dakota as described in 

i1S proposed tariff alU!Chcd hcrclo at Exhibit "8". Applicant undem;ir.ds I.bat the services it ptoposcs 

to offer have been classified by the Commission as MCXlfl'tJ)Ctitive", a d thus. Applicam is nor submi11UJB 

cost support in connection with the rates contained in its tariff as dinx:tcd by Commissioo RIIJe 

20:10:24:02(13). 

Ul. APPi ,lCANf'S TECBNJCAJ, MANAGERU. I, 
AND E{NANOAI, QJIAI.JJIICATIONS 

7. Ircbnk:•I aad 1'!1aaagtdll Exprrtbr Applicant's principal officers have the rcquis:ile 

tcr:bnical and managcrilll experience to operate as a tclccornmunication.s rcscllcr in the Slate of Sooth 

Dakota. Brief biographical statements concerning Applicaru's mmagement personnel an: attached 

bcTclo Ill Exhibit ''C". Applicant is cumntly certificated. or has filed applications, to resell long 

4 
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distance telc:comrmmications SC1'Viccs in all fifty states. Applicant has not been denied authority to 

provide: inlraswc. long distance: telecommunications services by any slAtC regulaJo_ry authority. 

a. fiv•cill Capabifftx. Appliant" s financial statements, which demoD$tl'Ble iu finmc:ial 

capability to provide telc:communicarions SC1'Viccs in thc Slate of South Dakota, arc al1ached hereto at 

Exhibi1 "1>-. In addition, as a "'11olly-<IWl1Cd sub$idimy of Maxxis Group, Applicant has the assurance 

of its parc:nl IIDI ii will be jX'O\lidcd the financilll rcsourccs nee« ssa, y to opcntc its 1cl, c --10111Jllicatioos 

rmle h;isi,w ss in a continuous mminc:r. For I.be period of January 24, 1997 to June 30, 1997 and for 

the meal )'Ql'cndcd June 30, 1998, M.uxis gmmto1 ~~rc:vmucs of r,.prolrimatcly $2.691,000 

and $6.991.000. respecri .-dy. 2 

,. C g 5 er WD IAm, By submitting Ibis awfiation. and by participating in all proccc:dinp 

Qt· - • y IO c:ffca catificabon. ."PJ,Jic:aol bc:rd,y asserts iu willingness and abilil}' 10 comply with all 

rules and R'glll:Miom lhal lhe Commission may impose subjce1 to South Dakola law as DOW or bcrea.fter 

mac:tcd AD:oadingly. by this applic:alion, Applicant seeks such approval and authority as lllllY be 

,equi,ai for Applmt to provide intrastate resale of long distance tc:lc:com.munications services 

11. P. w « d•rr for Yni~I Cwunmcr Qakmt Oaacn,. Applicant has DOI been denied 

allh,r ity to provide inttastal.c: tclc:communicatoos services in any Slale and has not been subj eel to any 

rega1a1oJy pcoalties for violation of Sllllc or faic:ral tclcc:om.municarions stalU1e$, rules or regulati.ons 

Cc.a- slamming). Copies of Applicant's guidelines to prevent slamming and proposed letter of 

:ai:otl.. ..zatioo W(:fC previously fficd with the: Commission in the Joint. Application at Ewbit u~. 

)AcopyofMaxxis' Securities and Exc:lungcCommission Form 10-K was filed p~usly 
wiib the Commission in the: Joint Application al Exhibit "E". 
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IV. t\BCJJME!ltT IN SUPPORT Of APPi ICATI.>N 

11. Pabtic l•ta:nt Owrnlma: 111d Na, u!r,. O>mmissiOl'I ari,roval of Applicant's Applicatioo 

is in the public intaesl. Specifically, grnnt of Applic-.nt's Application will increase competition (or 

cust.omcrs of intraslate long distance telecommunications services within the Stale of South Dakoia. 

Competition. in tum, will encourage efforts by other certificated 1.elocommunications providCT"S to 

bro. :o tberaigcofchoiccs for Sooth Dakotacustomcn ofloogdisunc:e tcloc:ommuniationssaviccs.. 

Applicant submits lhal, based on the mfonnation supplied herein, its proposed service offering, will 

provide South Dakou COM·mers with high quality 1elccommunications products 111d services a.t 

~le ra.ta while cnc:ouraging irmovation and efficiency among all providcn of 

tclcccrnmunic:ations products and services in the Jta.te. 

WHEREFORE, Applicant rapec1fully n:,qucsts that the Commission: 

(l) mue an ordcr-.,proving lhe 1W1.gmnent, authority, c:ooscn1 aud approval oflbe sale and 

tramfc:r of Cbcny's aisting au!horizalioo to Maxis Group. 111d sul-.qll'nlly, to Applianl. as 

rcqucsud in the Joint Application in this matter, md 

(2) Grwil any other and additional rclicfthal the Com auion may dc:cmjusS and popcr. 

Respectfully submincd rmJ.6 day or 6?: . 199 L. 

1brcc bvmu Dm-e 
Saile 14.50 
A.llaD. GA 30346-213 1 
(770) 31J9-9SOO 

COUNSEL FOR MAXXtS COMMUNTCA TIO~ INC. 
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EXfflNT •A" 

<TRJJDCAU: Of' AIIJHOIITY m TRANSACT 11lSINfS1 AS A 
fflllflQI CQVQRATIQN IN THE STAIE Qf SQJTJJI DAKOJ'A 



OFFICE OF THE SECRETARY OF STATE 

CERTIFICATE OF AunfORITY 

I, J'O'fc:E DZEtrIXZ, Secretary of stal.e of tba state 
of Sautb Dakota, barebf carti1'y that the Application for 
a Oertiticate of &atbority of DUIS C•W NIC&nca&, DIC. 
(CA) to tra.naact bualnors -A tb.1.s state duly aignecl and 
verified~ to tba pr,rri.aiona of the south Dakota 
c=porat.ioa .ICU, b&- been ~'Nd in tb.1.s office and 
are found ~o confoa to lav. 

&CCIORDDIC'.LY and by virtue of the autbority ~ in 
- by l&v, I bar1tby lasue th1a Certificate of Autbarity 
and attac:b baNto a dapllcate of th• appllcatioa to 
t:ranaact buainna in tb.1.s at.ate. 

Ill m11M>Nr VJDR!OP, r b&ve 
bareunto Mt ay band and 
affixad the Great Seal of the 
state of South Dakota, at 
Pierr9 , tbe capital, tb.i.s 
J 26, 1999. 
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TZU:CON!IUN I CAT I • ' St:I\Vl C£S 

Off',ccr Ti:le 

S•• accac~..S o!!icers/ di:e~or, r ider ------
Zip 

(9) 1bc aqrc.pie nwnbcr or s.han:a which it tw authority to wuc. ilcmiud by classes, per value or shares. lhatca wl:hout par V9lue, 

111d acnra, ,r "'' · widun • cwa 11: 

Number 
or 111arca 

1.000 

Oau 

Coegn 

Serie:: 
Pit value per share ar 1111cmcn111w 
slsuu.,., wi:houl per value 
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(10)11,c ~ amnbcroCiu iswcdsbatcs. iu:mlud by diwcs. pacvaluc of sh...1:1. .i....u witbovt pacvaluc. llDdl<rics, if my, 
wldima~11: 

1.000 

l'llr value per smn: ar IDICfflml Iha< 
sbatcs Ile wi«hou« I* value 

c11)Tbe11DOUD1ofiuSIILCdc:apta1 ;.s 1_0_:... o_o _______________________ _ 

S1lns istucd <ma per v:iluc equals Jlalcd c:,q,iw. In lhc c:a:se 01 no pac value su,ck, ~ c:opit.al is Ille coasldcRtioa rudvcd for 
!be lsJilcc.. shares. 

(12) 'Thia ai,pl!c:a«lon is ..::companied by a CERI IFICATF. OF FACT or a CERTiftCAlE OF GOOD ST ANDINO duly 
xlcnowledl,'<d by the Scacwy oC Swe or other offica having cmtOdy ot ~ rccon:b in lhc mic or cocmuy undes' who$c law$ 

ii is bicarpon«.cd. 

(13)1lwsudlcorpcnllon 11..il IIOlditcctlyor indira:tlycombmc onnakc anycoauw:t wilhr..• iDc:orporalcdc:oa,peny. rordp or 
domesuc. t11roo11h thdr il«kboL:!m or lhc lnlSICCS or a.sip of such s«ocldlolden.. or witb 111y a paru,enl,ip or •aorie«lm ol 
pcr10IIS, or in my manner whalevct to r11 thc prices. limit lbc prodoaioo or re1Ul&U: the uuspona«ico or ,u,y ~ or cc-1 tit y 
IO as to prcmll c:cmpc1ltion ill web pri«a. prochx:tion or lr.llUpOfWlon O<' to eaublbh eAOOUivc: priees IIM:rdor. 

(14) Thal IUCh ccrporadoa. u a~ of its being pcnnlucd to bcsin or continue doing busiaea withiJ> the SWc of Sowb 
Oak()(&, will c:amply *1th all thc 11.ws or the sald Swc with reprd 10 foreign corpcnt!Oft.l. 

Tho apptke«loc 1DC11 be tl~ in the praencc or a nowy public. by tbc c1wmw, or lhc bc=d or dinx:1ors. "' bY Ibo pn:sidcftt « 
by anoch(-r officer. 

(Title} Secrnary 
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Bus. 
Res. 

Bus. 
Res. 

Bus. 
Res. 

Bus . 
Res. 

Name: 
Title: 
Addr.: 
Addr.: 

SSN: 

NaJOe: 
Title: 
Addr. : 
Addr.: 

SSN: 

Name: 
Title: 
Addr.: 
Addr.: 

SSN: 

Name: 
Title: 
Addr.: 
Addr.: 

SSN: 

OFFICERS/ DIRECTORS RIDER 

"!AXXIS COMMUNICATIONS, INC. 

Thomas o. Cordy 
President/CEO/Director 
1901 Montreal Road, Suite 108, Tucker, GA 30084 
3770 Village Drive, SW, Atlanta, GA 30331 
256-57-6397 

Patrick J . Lentz 
Executive V. President/Director 
1901 Montreal Road, Suite 108 , Tucker, GA 30084 
1818 NOrt-b Chestnut Grove Drive, Marietta, GA 30066 
259-3 9-7478 

Daniel McDonough 
Secretary/CFO/Director 
1901 Montreal Road, Suite 108 , Tucker, GA 30084 
6320 Blackberry Hill, Norcross, GA 30092 
070-40-0789 

Alvin CUrry 
Director 
1901 Montreal Road, Suite 108, Tucker, GA 30084 
Sl3l E. Memorial Dr., #226, Stone Mountain, GA 30083 
4 .1.0-94-3805 

Name: Larry W. Gates, II 
Title: Director 

Bus. Addr.: 1901 Montreal Road, Suite 108, Tucker, GA 30084 
Res. Addr.: 875 Lawrenceville-Suwanee Rd., Ste. 310-121 

Law-renceville, GA 30043 
SSN: 436-33•8695 
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Mam eou .. , -,.-nn. lDc.. 
lnlrl:Rlk Tdca11111111miatiom Snv,ccs 

Soo,di eu- Ptmbc Ullhocs Cwwi - Tanlf No. I 
Onpaal Pace I 

TELECOMMUNICATIONS SERVICES 

Awlying to Resale of lntrastale 
Common Ccrier Commumca1ioos 

Saviccs &1wccG Poin&s in lhc 
Si.ale or South Duoia 

AND 

CONTAINING RULES AND REGULATIONS 

GOVEIUilNG SERVICE 

This iariff is oo 61c with the South O.OU Public Utilities Comrni!lioo md copica Ill,&)' be impccsed, cbiDg 
IIOUDal ~·i "'A hours..• Maxis Cc:mrowtic1t1001, Inc. 1901 '4oolreal Road, Suite 108, Tuclcer, Georgia 
300l4 

A(l MAJEBIAJSJNDQSTARJFFABfNEW 

By: noa. 0. Cordy, Piuidwl 
Mamo . . i,,c. 

190 I w..al llold. Sllilr IOI 
• Tilc:tcr, GA 300l4 



lruruta1e Tckcommwucatleftl Scmca 

Oa:k I iv 

Soulh Oakola Public UtilitiQ c.ci.nmlsiioo TuilJNo. I 
Oripall'qc2 

Tariff sbccts ,re cfTcctive as of lhc d.ie shown. Revised sbocts as named below CIOflUin all changes 
from lhc original tarifTtha! are in cffcet on the cl.Uc lhffliof. 

SHPEI 

l 
2 
3 
4 
s 
6 
7 
8 
9 
10 
11 
12 
13 
14 
IS 
16 
17 
18 
19 
20 
21 
22 
23 
24 
2S 
26 
27 
28 
29 
30 
31 
32 
33 

REVISION NO. SHPEI 

Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Ori~nal 
Original 
Original 
Original 
Origuw 
Original 
Original 

34 
JS 
36 
37 
38 
39 
4() 

41 

By: 1-ms 0. c:anty, Pr ....... 
Maxis Cua h lllium, la:. 
1901 w-llt-s,S... IOI 

Tioc:ka. GA lOOl4 

REYJSIQNNQ 

Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 



I-Telaommunicatlom Scivkd 

Symbols 

Sou1h Du:oca Public Utilities Commiu,on TarilJNo. I 
Qriamal Pase 3 

Whcnc:vcr tariff shcMs llJ'C revised, changes will be identified by the: folio-wing symbols: 

(C) To rignify changed regulmtion. 

(D) To signify deleted or discontinued me, regulation or condition. 

(I) To signify a change resulting in an increase to a customa's bill 

(M) To lil!Jlify material moved from or 10 another part of tariff with no change in text, r.ite, rule oc 
condition. 

(N) To signify oew rate, rqulatioo. condition or sheet. 

(R) To signify a change resulting in a n:duction IO a cusiomCl'f t,ill. 

(l) To sil!Jlify change in text but no change in rate, rule or condition. 

(X) To signify a rcfcrenc,e lo Olher publi$hcd tariffs. 

(Z) To signify a oomction. 

baaod: Etl'caivc: 
Dy: Tbaum O. Cordy, Pn:olda,a 
Mau.la~ Ille. 
l 9Cll Moamal Rood. Sw1e I 08 

lucb:r. GA 30034 



Muu~lnc. 
latns111r Tclcc:ommunlc:adoas Services 

South Du.oa l'llblic Vlililics Cwu,llssiuo Tlri.lJ'No,. I 
Orip,aJ l'lae 4 

TABLE OF CONTENTS 

1 TECHNICAL TERMS AND ABBR.EVIA TIONS .... .. ........ . . ...•. ......... .. .... 8 

2 RULES AND REGULATIONS . ..... . . ..... ... ............... . ......... ..... ... 14 
2.1 Unda1alcingoftheCompany .... . . .. .... ... ....... ..... ... ........ ... ....• 14 
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lnlnSlak Tclcconmwucauom Sen ices 
Sood\ Duoc:a Publk Uctl1bCS Coarom""" Tutfl'No. I 

Ong,1>11~6 

TARJEf FORMAT SHEET 

A. Paar Numlw:rine Page numbers appear in t.be upper-right comer 01 the page. Pages arc numbcmd 
sequentially. Howc:ver. new pages arc occasionally added 10 the tariff. These ocw pages N'C identified in 
dceima.l format. For example. a new page added between pages 34 and 35 would be 34.1. 

B. Paar Bcvisioo Numbcn Revision nwnbcn also appear in the upper-right comer of the page. Thc$c 
numbers arc used to ddcnninc thc most cum:nt page on file with the South Du.ota Public Utilities 
Commission. For cumple. the 4th rc:viscd Page 34 caoc:cls the third rc:viscd Page 34. Because: of defemls. 
ootic:c periods. r.tc.. the most curn:nt page number on file with lhc Commission is not always the tariff page 
in effect. Usa should consult the check page for the page currently in effect. 

C. P-,erapb Nurnbc:rina Sap!C'DCC Then: arc nine levels of~ coding Each level of coding 
is $Ubsc:rvicnt to its next higher level of coding.. 

2. 
2.1. 
2 .1 .1. 
2.1.1.A. 
2.1.1.A. I. 
2.1.1.A. l.(a) 
2.1. I.A. l.(a).I 
2.1.1.A.1.(a).l.(i) 
2.1.1.A. I .(a).l.(i)( I ) 

D. Drck I is of EtT!X!h:c Pae,:s. When a wiff filing is made with the C~ an updated Check 
List of Effective Pages ("Chea Li.stl accompanies thc tariff filing. The Check Li.st lists the pages 
conraioc:d in the tarilt with a cross ref= to !he current revision num~. When new pages arc added, 
tbt. ... ucd Li.st is c:mngcd to rcll«t the revision. All rc:visioos made in a given riling arc designated by an 
mtcrisk (•). Tba"C wiU be no other symbols used on the Check LiSt if these arc the only changes made to 
it (i.L. lb,- fonml. di;.). Tbc Usa should ref a to the latest Check Li.st to find out if a particular page is the 
most current page on file with the Commissior 

By: Thoa,as O C«dy, Prmlau 
Minis ComtllUDIClbOIIS. loc. 
t90t Moaral Road. Sw~ 103 

Tucm. GA 30034 

Efl'ccovc: 



or cm.~ 
1-Tdct,a1u1A4'0lloas Savices 

SoUlh Duou Public Utilitia Comnis·- Tllriff No. I 
OriswJhic7 

INIBQPIJCTJON 

This tariff ("Tari Ir) cool&ins the regulatiom and nJcS applicable to lhe furnishing of inu-.state. 
common carrier com.municalions scrvic:c by Manis Communications. loc. (hc:rcinaftcr rcfcrrc J to u 
KM.uxis~ or lhe "Company') wilbin the State of South Dakota. 

The regulations So'''!ffllllg the provisioo and use of services offered under this Tariff lll'C ,ct forth 
in Section 2. Service dacnptioru: and rates arc set forth in Sections 3 and 4, rcspcctively. 

ey: no.... 0. Ccrdy, Pruidml 
Mauls C •rim, ha:. 
1901 ~Road.Sui~ 108 

"l\da, 0A 300'4 



!DtnUWr Tri<crxmlPOIC'ffl!W1Sav1Cl:S 
Soudl Dot.oca N>lic UaliDcs CCGam-Tmfflio. I 

Or.-Jl'lllfl 

TECHNICAi TERMS AND ABBREYJATJQNS 

Certain tenns used throughout this tariff arc cltfined below. 

ArrnsCo1c 

• Aca:ss Code" mcms II soqucnce of numbers Iba.. when dialed, COllDCCIS a OISIOIDCT to the Carrier 
ISIOCilltd with that sequence. 

·Ageal'"mcam a pcnco. furn. ,Q,,e,y, c:orpon.tiao, or ocher miry who is aulharizcd to distnllub: 
Scrvx:a IO Cuslomm or Users on the Q)mpaay'a bc:mlf. 

Amt-1it4im Cmc 

• Audu izMioo Code" means a numcric:aJ c:odc, oae or mare of whidl arc mignc:d to a Ozwcncr to 
mabk it t.o a:x:css the Sc:rvicc provided by the ec.,.-,y and to idmtify the Ommxr for billiag 
putpCIICS. 

Cm:a 

"'Caria" means a c:ommurucations common carrier authorized by the Commmion or by the FCC 
10 provide communications service ta t!ie public. 

"'Cornrnissioo" means the: South Du:oca P\lbl.ic Utilities Commiaioo. 

Cm1i,W 

"Occtl(a)" ha the meaning 5d forth in Section 2.21 br:n,o(. 

Cnxlit Alknnnca 

"Cmbt Al1owaoccs" his the meaning set forth in Scdioo 2.21 br:n,o(. 

Oniit ( irnil 

"'Cltdit Umit"' means a a-edit limit placed on Customcta maothly consumption ofSc:rvic:c pumaant 
ID Scdioo 210 br:fto( 

By: na.s 0 . Cordy, PlaadaJI 
Mlaaus C · «-.i.e. 
I !IOI Maacral Road. Sac l OI 

loc:ta, 0A 30084 



IJUnsb.i,, T ekcommw1icanoas Service, 
Soudi Dakota Public Utilirics Co1nuissi011 TciffNo. I 

Oripnal~!I 

Iccboical Imn• and Ahba:viarions (0001 ) 

, usrornn: 

"Customer'" means thc pason. firm. compllllY, corporation, or other entity that (I) pu.rsuant to a 
Service Order, orders Savicc(a) Wider this Tariff. (ii) putdwes a Prepaid Calling Card from the 
Company or its Aga:it. (ii.) prepays the Company for use oftbc Scviccs via a Prepaid CallinB Card 
up to a pre-established c:mlit limit. or (iv) accesses the Service by dialing the Company', Access 
Code. 

"Iny" means a period of time from 8:00 A.M. to (but not including) 5:00 P .M Monday through 
Friday. as measured by local time at the location from which the call is originated .. 

Emtint 

"'fa.,:rung" means a period of time from 5:00 P .M. to (but not including) 11 :00 ;> .M., Sunday through 
Friday aod any time during Holidays as measured by local time at the localion from which the call 
isorignmcd 

·FCC" means the Federal Communications Commission. 

Goxrmrocma1 Authority 

"Govemmcol.ll A. .horily" means any rcgula.tory, judicial, administrati vc. or other domestic federal, 
state or municipal govcmmcntal authority (including without limitation tbc Commission) luving 
jurisdictioo over tbc Company, over any Other Provider, or over the promioo of Services l'ICi euudcr. 

Holidays 

"'Holidays" means all Company-specified holidays: New Y eds Day (Jamwy I). lndqleildmc:e Day 
(July 4). Thanksgiving Day, Labor Dav and Christmas Day (Docember 25). 

By: Theam o. Cordy, Praidc:at 
Maxis Omtmnbricm. Inc. 
1901 Moatrul It.old, s.alfc IOI 

Tld:a, C-.A 300l4 



Jobmrnd Toll-fmc: 5aYia: 

-1obouod TolJ..Fn:c Sa:vic:e'" means tbc Inbound Toll-Free Servi« desat"bed • Section 3.l.2 Imm£ 

fatrm,prioc 

'1Dtanipcioo" ~ tbe di,rupbOo ot: or removal of a circuit from. Service such thll lbe Service 
M -+oes UDlmMc by User foe" a continuous period oflhiny (30} rniuu•cs or mor:c. 

LEC 

"UC" mis a Carrier llllhorizlCld by a lolalC GovanmemaJ Authority to provide ooamHeii Mioi11 
semce within 00,: or lDOl'C domcslic k1cal tdq,bol1e achangcs. 

lcx:al e\crnsmdT1w111,e1 AaaC:, A.TA") 

"Local Access and Trmspon Area- ("'LA TA") 1DC11ZS a gwgiapbical area CSbNishrd by tbe U.S. 
Oulrid Coult for tbe District of C.Ollllllbia in Chil Action No. 82--0192. within whidl a LEC 
provides comm•mic:#ions scrviccs. 

Mioirrnan 5aYia: Paiod C'MSP") 

"'Mi · 11,a, Service Paiod"" ("MSP") means I.be minimum period of timc clariQg wbic:b a Oto .,. 
ates Suviceonkatd under Service Ordcn wder this Tarifl: 

Nq:tgt/Wcmnd (:'N/Whf') 

°"'v,gw«u:rll!" or "'N/Wbf" means a period of time &om 11 :00 P .M. 11> (but DOC inchicting) 8.-00 
A.Jol Monday 1hroogb Frid3y, any time~ Salxrntay,-, all cby Sunday c:uqit S:00 P .M. to (bat 
Dill inch'adq) 11 :00 P ~ as - ~ by local time Ill tbc locar.ioo &om which tbe calJ is 
oripi.atcd. 

"One Plus Sa-vice" mcam tbc One Phis Scrnce dciwibed as Section 3.1.1 hereof 

By. lbocms 0. C'.ordy. l'laidwa 
Ma.xis C i f , Lac. 
1901 M<mlrc,al ....._ S.- 108 

Ta:la, GA JOOl4 



bm.-Tcd~....,-....,,rlic':•• Savica 
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Orip,al Pqe 11 

Ta:boical Tmns md ANn:niatiom (mm ) 

O!ba PmYidcn 

"'Other Providers" means 111y Cmicn or ocher 5CMCC providers whose saviccs or facilities are 
">tlDCttcd to, or used by, the Comp&ny io providing the Services. 

Pafornwrc Eailncr 

°'Pa'fomrmce Failw-c:" means any disnJpcion. dcgudwtion, or wlure ofSavice, including without 
linutllioo any lnU:m.rp!jo.1 (but cxduding Sc:hcdwcd lnumiptions), any installation failure or delay, 
or any misrvr, dday, omission, CITOf OCodxr defect in the Scr,,jce or in the provisiou tbcm>f. 

MPrepaid Calling emf' mcam a calling card or ocher 1angi"blc item which (i) contaim ID 
All1horiulioo Code and III Access Code. (u) is supplied by the C:>1111,any oc its Agc:nls. and (iii) 
permits a Utcrto ux lbe Services up to an amount prq,aid to (er up to a c:ml:it limit pnxstablisbcd 
by the Customer with) the Company. 

Bqnl•tion(I) 

"'R.cgulatioa(s)" means aoy llld all law(s), Nlc(s), rcgubtion(s) (mcluding withoul limitation those 
set fonh in lhis Tariff), orda(s). policy or polic:ica, nilinj"(s). jndgmcnl(s), dccrcc:(1) or ocher 
delc:rmination(s) which arc made by the Commission or by , I)' ochcr Govumueutal Alllhorily ct 
which ansc under any f cdc.al. state. local, foreign or intcmational IJ'caCy, law, llatUle.. utility code., 
onlinancc, rule. order or dccne and which arc applicable to lhc Savic:es or to my provisioo of this 
Tarift 

Bnp-lq 

.. Rcsp-Org" or Responsible OrganizatiOll" shall mean the entity that Im , espocsibility foe the 
management of wU-m,e tdepbonc numbcn in lhc Service Mmaguncnt System c-sMS1 detabwe, 
including maintaining Customer records in lhc SMS md accessing lhe SMS: (a) h xa'Cb md 
resc:rvc toil-lier, tclepbooc numbers; md (b) to aea1e and lftliot•io toll-free tclq,booc number 
Customer records, including call pioc,.ning rCCXllds. 

By: lllaow 0 . C«dy, P\eaaka 
Manis Cc I M IIO, lac. 
1901 ,._.,.a a-,. Sllilr I OS 

Tw:t.cr. 0A .JODl4 



• • • lac. 
~TOO@MF k:erionaScrvicc& 

s..i, DotOla PIJbi1c Utibrxs oc--·oae Tlrift'No. I 
Onpal ... 12 

Ta:boical Tarns and t,N:ta;yiarioos (root) 

Schcdnlcxt ln1a:mprioo 

"'Sdlcd:ulcd lalCml:plioo" mc:ans an lnt.crruptioo which bu been rchcclulcd by the Company in 
adVIUCC for mlintcmncc. lCSting. or odic:r ~ purposes. 

"Service(•)" mam tbe Company', oommunicstioos cocunor. c:.arriR" savicc(s) provided under this 
Taift: 

"'Scnicc Ort4a'° means a ~ deagnud fomi used from time to time by O!S!omer for 
o,da UC Scmcc beac:uudc:r or for acquiring Pu.paid Calling CarcSs. 

IDD 

1DD" mems a Telcco111municatioos Device foe tbe Deaf. 

Tdannm1uric11iom 

"'Telecommwlicatiom" means the lr.ln.SIIUSSioo of voice communications o.r, subjca to tbe 
lrM!Smitaon apbilitics of the Service. thc tansmissioo of dw, fxlimile. signaling. metering. or 
Ill)' odic:r form of incelligcoce. 

Tarnimrion aauriDIIC) 

"'Tc:m;.:lllion" (or "'Tcrmimle") means di1C001im1W1U of (to discontinue) Semc;e. eilhc:r ll 
Cmtoroc:r's rap:sa, or by tbe Company in accordance wilh Rcgubtions. 

By: Tiloalu 0 . Cordy, PraidaK 
Mu::usCc ·a,; c, lar: .. 
1901 Moelral R.oed, Sllllc IOI 

Tl:icm,OA JOOM 



Maxis C:wm,miClrims Jnc.. 
lnllllt.lle TelcaJmmunic:atlons Services 

South .Ouoca Pablic Ulili!ies Commission Tarift"No. I 
Orip,a.l Pqc I l 

1 Tc:drnir,aJ Icrms md Ahha:viotioos (mo: ) 

Travel Ou:d 5c:vicc 

"7lllYCI Card Savicc .. mcms the Travel Card Savic.es dc!cribcd al Section 3.1.3 hereof. 

"'User" means (i) a Custorm:r, or (iJ) any pc:rsoo. furn, company, cof])Onll.ion, or other entity who is 
authorized by the Castomet to u,e Savic:e under this Tari~ or who lawfully acquiml a Prq,aid 
Calling Card from a Customer or an Agent For purposes of illustration, a User includes llll)' pc:non 
to whom the Customer sci~ or gifts a Prepaid Calling Card. 

By: 11ana 0. c.anty, Pu:aidta 
Mmil:O r . ~ e, l:at .. 
1901 M""""'8l It-. &tile IOI 

laclra,OA 30084 
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i..-T~Scmcu 

BID ES A!fil BEGID ATJQNS 

Soadl ~ PllblJ< Ulilibcs Ca .-Tll'dfNo. I 
Oriplal,..14 

The C -upaoy is a rcsdJcr of intrastate rornmnnicalioos common carrier acrvices. 

2.1 J rndcnakina a(lbc CMIPIPY 

2.1.1 The Ow• .Mi ,y shall cxm:ix its best dTorts co provide Scrviccs IO UliCR bdwrm IDY 
and an poinls dcfaibed herein pum.aan1 co the terms and c:ooditioos scs forth in this 
TariJI 

2.1.2 Scrviccs oideitd by Customcn under Service Orders will be IDldc available for 
Usc:rs' me• IOOD as pra,c:tiQblc after the Company's m:cipt of said Service Order. 
ln the CYCDl of a oanJlid or incomis:lcllcy between the tcnm of a Service Order and 
those of I.bis Tariff; the lancr lhall govern. 

2.1.3 Thcobliplioos oftbc Company co provide Services under this Tariff arc subject to 
I.be fo!Jowing; (i) ava.il&bility, procun:ment. con.suuction, and maintcmncc of 
facilities (including without limitation those facilities of Other Providers); (ii) 
i111Cn:Onocctioo co Other Providers' saviccs or facilities as required; (iii) any 
applicable Credit Lunit; or (iv) m:cipt of any applicable advance payment or 
Deposit. 

2.1 .4 The Company reserves the right: (i) co ditcontinuc or temporari.ly suspend Service 
to or from a loc:alion where the nc:a:s•ary facilities or equipment arc not available 
under terms and conditions 1caooably • , ee.,able IO tbc Company: and (ii) to block 
Service to any User loc:alioo or to any Authorization C.ode, without any liability 
wbauocvcr, in I.be event th.at the Company dclocts or reasonably suspecu either (a) 
fraudwcn1 or unlawful me of I.be Services at or by means of Aid location or 
Alllllormlioo Code, or (b) aitdUihi"ioo of Suvicc in excess of any applicable Credit 
Limit or advance ~t. Sctvica may not be available fiom CCfUin coilHlpcnlcd 
or other pay tclq,boncs loc:a1cd on pNOIII, miliwy bases and colleges for n:ason.s 
includiq. but not occessarily limit:d to. the detection of fraudulent use of Services 
at those locations. 

Jaucd: ElfcctiYC: 
By: Thom.u 0 . Cordy, ~I 
Mwc:is Cormremntkw. Inc. 
1901 Meacrul Rood. Su11e 1oa 

Tld:a, GA l00'4 



lnlnSI.IIC Tclccommunlcanons S<rvica 
South Dokoai Publ>c Ulih1ics C -1 I ·-Tlrilnlo. I 

Origimlf'IF IS 

2.2 Bcvmsibilil)'. aael use 

2.2.1 Scnices may be used by Users for any li!Wful purpose. subjcc:l lO the tc:nns md 
conditi- ,s SC1 f0!1h bcttin and in any applicable Service Older. Subjcd IO die 
limit.ttions and conditions set forth in lhis Tari 0: Savic:cs arc available for 111e 

twenty-four (24) hoW1 per dly, seven (7) days per week. 

2.2.2 CUSUJmcr is ,olcly 1cs9oosiblc for (i) pn:vcntioo of •w111doi.a:d. llll1lw1u1 Of" 

frlluduJcn1 use of or accc3.1 IO Scrvicca; and (ii) administnDao and -.dirh ••e of 
any Au.thorizalion Codes provided by Company IO O.,st, 11 !Cl . 

2.2.3 The Company's sole 1cspo11sibility wilh respc,ct co Travel Card Scrviccs is IO IIIIIID.: 
Scrviccs :n'lll1able 10 Uten inaccordaDcc with Sectioo 3. 1.3 of this Tariff: 

2 2.4 The Company's sole n:sponsibility wilb ~ IO proiisioo of Saviccs ia 
,oiul'cion wilh Pre.paid C&lling Canis is to make Savic:cs avamblc IO Uticn using 
SIICh Prepaid Calling Catda in IICCOldancc wit',, Section 3.1.4 oftbis Tlrift 

2-3 Complimcc 

2.3.1 The Savic:cs may no1 be used for any unlawful purpose wbatsoe\ler. 

2.3.2 The Cc-14• y aod C'usaomcT shall (and Customer shall cause Uter 10) comply wida 
all applicable Rcgu1ations. 

By: n.c-o. Coidy, Prc:aidcd 
Maza C ec· w, lac. 
1901 ......a bod. Siliae IOI 

Tac:b,r, GA lOOl4 



lnll'uule Tclo:w JC"ITINU Scmocs 
Soadl Oaba l'ublc U1illba co ... --aa Tanff'Na. 1 

Ongmalhicl6 

2.4 Ahu.5c. Abuse ofthc: Services is prohibited. The following JCtivitics constitute abuse: 

2.4.1 UMg lhe Service to make calls which might reasonably be apcclcd 10 frighten, 
abuse, torment, or harass another. or 

2.4.2 Using lhc Service in violalioo of the non-intc:rfCffllCC and signal quality restrictions 
set forth in Sectioo 2.13.3; or 

2.4.3 Acquiring er reserving an 800. S88 or 877 u:lcphone number provided by the 
Company for the pmmry ptDpOSe of selling. brokering. bartering or releasing ii to 
anodlcr party for a rec or other considcntion; or 

2.4.4 Using lhc Service (or any other telq>booc number advertised or widely undcmood 
10 be toll free in connection with lhe Service) in any of the following v.'llys: 

2.4.4.A 

2.4.4.8 

2.5 Call Blocking 

With the nccp(ioo of cirt:umst!IIICCS where the calling party has a 
prcsubscriplion or oompanblc m-angc:mcnt or discloses a crcdi I or 
charge card number dming the call, in any maDl>CS' that WOllld rcsull 
in: (a) asscs11:nc11t of a dmgc for completing an 800, S88 or 877 call 
on the calling party or on the subscriber to the line from where the 
800, S88 or 877 call origim1cd; (b) connection of the calling party to 
a psy-pcr-a.11 service; or (c) assessment of a charge on the calling 
party for information conveyed during I.be toll free call; or 

Calling !he calling pany back collect for the provision of audio or 
data inform,tion saviccs, simultaneous voice coovcnatioa SCfViccs 
or products. 

Notwilhsland:ing any otha provisiOll of this Tariff. the Company may block calls which: (i) 
arc made 10 or from ccnain COW1uics, cities, or central office ("NXX") exchanges. or (ii) 
make use of certain Alllhoriwion Codes. as the Company, in i1S sole opinion and d.iJCl'etioo, 
dc,cms reasonably necessary 10 pm·cnt unlawful or fmudulcnl use ofS.:rviccs. 

By: Thomu 0 . C«dy, Ptcs,dull 
!,{anis~Jnc. 
190 l M-.ai Raod.. Suire l OS 

Tucker, GA 30084 

Etr~ 
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2.6 amine •od Payrnnus 

2.6.1 ~ than pl'q)&id saviccs, cbargcs for Services will be billed IO 01$10rD« oo a 
monthly (3-0 day) basis, in anan, ba9ec1 oo lhe Users' actual usage. Cuslomcn will 
DOt be dw:gcd for uncomp),otcd calls. 

2.6:Z AIJ.,. •s :at.cd on c:aduoom.hly in~an: due and payable immediatc:ly upon 
Cusloma'w rcccipe thereof; provided. bo•=· that charges incum:d for Services 
okaino1 via Prepaid Calling c.ds will be full debited against lhe balance of the 
amount (if any) pn:paid 10 the Comp111y. 

2.6J lovoic:es unpaid after thirty (30) days shall incur a monthly 6naocc cmrge on the 
wipaid balance II a rate equal to the lesser of one and ooc-halfpera:ot (1.5%) or the 
muimllltl rate permitted by law. 

2.6.4 E,u;q,t as Olbcrwise limited by Regulation. CUSlomer shall be responsible for 
paymc:a1 of all dlll'g,cs. wbethc:r llllhoriud or DOC, for my and all 111e of or-, 10 

Scm(;a provided 10 U,cn, including wi1houl limitabon any 1i.111111hocizcd. ll!llawfbl 
or fra11d11lml use or access. Customc:r's charges for Travel Caro or Prepaid Calling 
Card calls an: subjcc:t IO any applicable limitations -:stablisbcd by ID}' R.c:gu}ation. 

2.6.5 Excepc as odiawiseprovided bc:rein. lheCM,p&ly, 11 ituolcopcioo. may TcrmilJl!e 
Services in I.be ~ CUIIOmc:r fails to pay any invoi:Qc within thirty (30) calc:ncw 
days after I.be due dale llalcd lhcn:on. 111bject to written notice and to any olher 
applicable C«nrnis-,ioo Rcgulatioos. Notice, for J>WPOICI oflhi.a Soctioo 2.6.S, i, 
to be doema! effective upon mail ins of written~ posbgC prepaid, to Omornn'a 
la.st known address. T cnnination ofSaviccs by the Cuslomer or the Company for 
any ~ *'II. wbaboevcr will DOI rdicvc Cuslomc:r or its paymcol oblipliom 
bcrumdcr for all Service charges inaun:d by Customer through lhc dale of 
Termination. Termination by Cullomcr for purporcs of this Scctioo 2.6.S will be 
(I.· ow::t dfectivc five (S) bnsinea days followma I.be dale ofC •111••YI ~ or 
Cuslomds Tcnninatioo notice. Cusaomer will be liable for all~ of collcction 
beu::under, including without limil.ltion reatOO&blc anomc)"s fees. Any invoice for 
Scm(;a noc disputed in writing by Customer within ICD (I 0) days after rcccipe 
tbercofi1 to be d«mcd coorlusnely correct :ind binding upon the 01siomcr. 

9y: n..-o. C«dy. Pl<Mkut 
Maua c· , « •. 1ac.. 
1901 McaoaJ I-', S.. 108 

~.GA lOOl4 
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2.6 Billioa and Payments (r-0DJ ) 

Saudi Dalroc. Public Urilllics Commiuioa TanfTNo. I 
Original ~ 18 

2.6.6 Payphone Comprnsatioo Sua:ruqc In order to recover the Company's expenses t.o 
oomply with the FCCs P3Y telephone compensation plan efTc:ctive on October 7, 
1997 (FFF 97-371), an undiscountable per call chllrge is applicable to all intnsWc 
calls that originate from any pay telephone used to access the Company's Scrvicc:s. 
This sutClwge, is in addition 10 SWldan1 tari !fed usage charges and any applicable 
service charges and surdwgcs associated with the Company's Scnice. Pay 
telephones include coin-operated and coinlcss phones owned by local telephone 
companies. iodcpc:ndcnt c;anpanies and Olhcr intacxchange carriers. The payphone 
surdlarge applies to the initial completed call and any rroriginaled call (j.D., using the 
.. If' symbol). Whenever possible, the payphone surcharge will appc:ar on the same 
invoice containing the usage charges for the SutC!wged call. In cases where proper 
pay tclc:pbonc coding digits are not ll'1lllSmillcd to the Company prior to completion 
of a call, the payphone sun:,wge may be billed on a subsequent invoice after the 
Company bas obtained information from a ca.-,,icr that the originating station is an 
eligible pay telephone. The payphone surcharge docs not apply to calls placed from 
pay telc:phoncs at which thc Customer P4Y1 for service by inserting coins during the 
progress of the call 

2.6.7 Ioli Ea:c Numhg Panabi1i1y. If a Customer accumulates undisputed delinquent 
charges. the Company rescr,,es the right not to honor thal Customer's request for a 
cbangc in service, including a rcqucst for Rc:sp-Org change, until such charges are 
paid in full. 

1-.s: EfT..:tlYc. 
By-Thomas 0 . Conly. l'la.ida,1 
M.uw~lnc. 
190 I MNllrc:ll Rood. Suilc I 08 

TIXka. GA 30084 
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2.7 Iw:s 

2. 7. I All fc:daal. sure.. and local excise, sales, U$C and similar Wes, will be billed by the 
Compau:, as scparale tine items on Customer's invoice. and, cxc:epl as otherwise set 

fonh in Sec1ions 2. 7.2 and 3.1.4.A htteof, arc: not included in any quoted rates 
described Of' coot.lined in this Tariff. 

2.7.2 The C~y rcscrvc:s the right to assess a surcharge on Cu.stomer's charges for 
OUlbound Services terminating at. or inbound Services ongjnating from. locations or 
u:hes:s.:s u those swcs lcrying. or asserting a right to levy, a gross n:ccipts tax or 
similar aucssmcnt on the Company's operations or on inlraStile ICCCSS charges 
incum:d by the Company in such stalc(s), The surcharge will be calcuJated pro rata 
b:iscd on the amount Customer's toUI monthly charges for Services provided to and 
billed to a Customer's lOClltion or Authorization Code in such sutc(s) bean to the 
Company's IOtal monthly rcccipU subject to said tax or assessment in such stale(s). 
The suteharge will appear as a line item on Customer's invoice. 

2 8 Mvaocc 'PaymrnlS 

The Company may. at its sole option and discretion, require that any Customer having a 
~ of late payments for lhc Services or whose crcdi t history cilhr:r IS UI\Salimctory (in 
~ Company's sole opinion) or is not established to the Company's reasonable satisfaction 
to mue advmx:c payments from time 10 time for futurr consumption of Service& The 
amoun1 of each such advmicc paymcnl will no1 exceed the I S3CI" of (a) one ( l) month's actual 
or cslimaled cbargcs. or (b) the higbc:s1 amounc pcrmin.cd by any applicable RcgulatioIL Tiic 
Company may. II its ,ole option and discretion. accq>1 personal guar.antces, bank letters of 
credit Of SW"d)' bonds in lieu of an adwncc payment Advance payments will be applied to 
cha;ges for Services in the same: manner as other paymcnu. A CUSlomcr may be ~uircd 10 

conrinue to make advance paymcnu in accordAncc ~ith this Section 2.8 until such time as 
its crcdic wonhincss is C$liblishcd to thc Company's reasonable satisfaction. 

By: 1bamu 0 . Cordy, Prcsicknc 
Manil C , ,u i eriom, lac. 
1901 Moacm,I Ro.cl. Suite 108 

Tachr, 0A 3008' 

EtTccbvc:: 
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lnll'UII~ Tel~ Servic:cs 
Soulh Duma Pubbc Ulilmcs C«nmiuion TanfTNo. I 

Orig,nal Paa• 20 

Customers or applicants for Scnrices whose financial condition is 001 acccplllble 10 the 
Company, as dctcnnined in its sole opinion and discretion, may be required 10 provide lhe 
Company. either before or after the commencement of Scrvir-:, with a sccuriry deposit, in 
cash or cash-equivalents, in an lllllOW1t not to exceed two (2) months of estimated ScMec 
usage. and/or to provide the Company with such other assurances of. or security for, the 
payment of charges for Services as the Contpany may deem necessary in its sole judgement 
and discretion. Any such cash deposit will bear ,imple intcrcst at a rate of six pcrecnt (6%) 
per annum or al such other rate as may be dctennincd by a competent Regulatory Authority. 
The Company may apply such dcposi1 al any time to any pnst due balances owed 10 it by 
Customer hereunder, provided however, the Company shall return the remainder to 
Customer. al its last known address, within one (I) month following the date of Termination. 
The C.>mpany may, at ilS sole option and discretion, accept personal gu.vamccs, bank lel1en 
of credit or surety bonds in lieu of a cash deposit required under this Section 2.9. 

2. 10 Ca:dit J iroit 

The Company may, al any time and at its sole discretion. set a Credit Limit for any 
CUStOmcr's consumption of Services for any monthly period. 

By: Tbom.u 0 . Conly, ~id<nl 
M.lnu CC"'7111110icatiom, Loe. 
1901 MonlJUJ ROid. SUilc 108 

Tucker. OA JOOS-4 
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2 J I Iodcrnni 6cation by 01stoma 

2.J 1.1 Cust.omcr shall defend, indemnify lllld bold the Company harmless from 1111y and lllJ 
actions, claims,judgmcnis.damagcs. dCll13nds, liabilities. and expenses, including 
without limitation reasonable anomey's fees, arising from or in connection with; 

2.11.1.A 

2.11.1.B 

2.11.1.C 

Libel or slander =!ting from any use of the Sczviccs provided to 
any Us.:r hereunder, 

lnfri.oganent of any palalt. copyright, tradcmarlc, trade name or trade 
secret arising from: (i) the transmission of any material lransmittod: 
(a) by any User, or (b) by any other peison using the Services 
provided to any User, User location, or Authorization Code; or (ii) the 
combination of User's use of Services with CPE or with oth.cr User
provided l'.acilitics or services; and 

Except as otherwise provided by applicable Regulation, any 
Ul1lllUhorized, unlawful, or fraudulent use of or accas to the Scrvi.c:es 
provided to Userr.. 

2.12 Cwttorna: Ptrroisc:s &p1ipmcn1 (::cPE:1 

CPE attaduncnt by the User is pcnnincd under this Tariff The Cust0mcr is responsible for 
c:muring 1h11 all such atl.1cbcd CPE mus1 confonn to the I '.:Cs registration requirements $cl 
fonh in Part 68 of the Code of Federal Regulations (a.. amended). The Company r:nay 
discontinue the provision of Services to any location where CPE fails to conform to such 
Regulations. 

By: Tbomas 0 . Cordy, Pnsidect 
Maxx.is Oxmmmia:riom, IDc. 
1901 Momrca! Reed, Slliie 108 

Tuctcr,GA 30034 
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2.13 lntaronna:tion 

lnlns111e Tclccommw11ca1,ons Sttvic.-s 
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Ongmal Page 12 

2.13.1 The Services may be COMectcd with services or facilities of Other Providers subject 
to any technical limitations applicnblc to the laller; provided. however, Service 
furnished by the Company is not pan of a joint undC/Ulking with any Other Provider. 

2 13.2 lnterCOMCCtion with the facilities or services of Other Providers is subject to the 
npplicablc tcmu and conditions of the Other Providm' wiffs (if any). Customer 
shnll be solely responsible for satisfying al! legal rcquircm.cnts for interconnecting 
Customer-provided terminal equipment or communications systems with Other 
Providers' facilities, including. without limitation. all licenses, pamits, rights-of-way, 
and other amngemc:nts ncccssary for such uncn:onnoction. Any interface equipment 
or facilities ncccssary to athievc complll.ibility between the facilities of the Company 
and those of Other Providers must be provided at the Customers sole cxpcme. 
Customer shall comply with all appliC:!hle tcnns and conditions of service provided 
by said Other Providers. 

2.13.3 Customer is solely responsible for ensuring that Telecommunications signals 
traMmitted by Users vin lhe Services will not interfere with the openitions of the 
Company or those of Other Suppliers. or with the provision or use of similar services 
provided by the Company or by Other Suppliers to any third party. All such signals 
must be of the proper type. bandwidth, and other tcchnical panmetcn ao as to neither 
damage the Company's or Other Providers' equipment nor degrade Service supplied 
to thitd parties.. Except with rcspcct to Services obiaincd through Prepaid Calling 
Cards. Customer must ensure: 

2.13.3.A 

2.13.3.B 

that all Users employ physical amngcmcnts for protection of the 
Company's fxilitics in circumsmic:cs where the Company, in its sole 
opinion and disai:tioo, deans such protection to be reasonably 
ncccssaty; 

that all Users provide adcqUllc electrical power, wiring 1111d electrical 
outlets necessary for the proper operation of the Company's 
equipment on their prcmi5CS; 

By, Themas 0 . Conly. Praiclcm 
M&aia Commuaicacioos, lac:. 
1901 Moauul Road. Sui1c 108 

TIICk.et, OA 300M 
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2.13 l.au:mmno:tiOD (an,J) 

2.13.3.C 

2.13.3.D 

Iha& all equipment, f11eili1ies or Other Providers' services coonccted 
with &hose of !be Company are consll'IIClCd, opcntcd. and main1ainod 
so as 10 work satisfactorily with the Services; and 

that all such equipment. facilities and Other Providers' semoes &\ oid 
baz.ani, damlge, or injury to the Company's facilities or plant. its 
employees or subc:ontractors. or to the public. 

2.13.4 Notwithstanding any olha provision of this Tari ft the Company baa the right to 
Tcnninate or suspend Service 10 any User found to be in violation of the foregoing 
Scc1ion 2 13.3. 

2.14 :ri1b: 

TrtJc to any and all cquipmenl or facilities provided by the Company under this Tariff will 
remain in lhc Company. 

2.1 s lotcrnqitioo 

2.1 S.1 Noricc The Customer must promptly notify the Company of any lnlmuptiom in 
Sc:rvic,eofwhich it becomes aware; provided, howcva, prior to giving sucll ooti«., 
the Oistnmcr llhall accruin that the Interruption is not being caused by any action 
or omission of the U= or by any non-Company supplie.J wiring Of cquipmenl 
comacctcd to the Company's faciliti.C$. The Company', obligations under this Tariff 
to apply Credits or Credit Allowanccs to Cuf'omcra eccount for any Interruptions 
.-c expcessly cooditioocd upon Cusu>mc:i's stn .t compl.iancc with this Section 2.1 S.1. 

2.1 S.l Sc:bc:dulat iDlcrnrpfioos The Company, without incurrina my liability whmoeva, 
may make Scheduled b1crruptions al any time (i) to ensure compliance by the 
~ or U1ct with Rcsulations (including without limitation the provisioa.. tJf 
dlis Tariff}. (ii) to rosun: proper imtallation a!ld opcratioo of the CIIStOmCl"a and the 
r,.,..-y, cquipmell1 and faa1itics, (iii) to prevent fraudulent uso of or accca to the 
~ or (iv) to paform any other awntcnance, testing or im:pcction renmably 
n:quired for the provision of Services hcmindcr. 

By: lhoma 0 . Conly, Pl..&.I 
Mwtls 0:cnfflllDICl'loas. Inc. 
1901 ~ea.I Rood. S..11e 108 

Tuem, GA 30034 
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ll>I tWc Tclccommwcauom Sc:rviccs 
Soudi Oakola Pubhc Ucilitics Coma1111ioa Tanll'No I 
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N«wilhsunding any Olhcr provision of this Tariff. !he Company may at its sole option and 
cfuadioo Taminalc Service without incutring any liability therefor what.soever, subject lo 
(i) no IC$$ than five (5) business days prior writlm ooticc Of such Olhcr notice period required 
by Reguutioo, and (ii) lO any applicable Regul11ions, for any of the following reasons: 

2.16. l by order of a Govcmmcotal Authority; 

2.16.2 in the event of any unlawful, unauthorized or fraudulent use of or acecss to the 
Services. including withow limitation, violation oflhe provisions of this Tariff or of 
any other Regullltions by the Cuslomcr, by any olhcr User, or by 3DY other person; 

2.16.J the use of Services in excess ofa Customer's Crcdil Limit (if any) or Company's 
failure lO rcccive an advance payment (if so required) for Scrvius provided 
hemmdcr.or 

2.16.4 CUstomcr's provision or false or misleading information in its Service Order or in any 
ulhcr docwncot deliven:d by Customer to tbe Comp&ny. 

2.17 Bcsz0f11Klo oCScrxiccs 

The Company shall restore any Tmninated Services in accordance with Rcgulation, 
including ~t noc limiled to charging the Customer a rccomicc1ion fee as set forth in Section 
4.3. 

By: Tbomu O Conly. l'lui6c:lt 
Mmlt C . -. Inc. 
1901 Moatrtal Rcold. Sui~ 108 

1\da,OA 30084 
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2.18 DivJaima 
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The Company will hive no liability wh:.LSocvcr 10 User, lo its employees, a.gents, 
subcontractors., or :wiBJICCS. or to any other person for (i) damo.gcs arising out of any Other 
Providers' Pcrfomwlce Fail~ (ii) any act or omission of any tt,:_ro party fumishi 
equipment. facilities or SCfVICC to any User in connection with this Tariff or with u,c: 
Scrviccs, or (iii) any other act or omission of My Other Provida. User or third p.arty related 
to the U5C or provision of Sc:rviccs hcn:undcr. 

THE COMPANY DISCLAIMS ALL REPRESENTATIONS AND WARRANTIES, 
£XJl'RESS OR IMPLIED. INCLUDING WITHOUT L~UTA TION, ANY IMPLIED 
WARRANTY OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR 
PURPOSE FOR OR IN CONN"t:CTION WITH THE PROVJSION OF SERVJCES 
IIEREUNDER. 

2.19 I irni111ioo o(I iabililY 

2.19.1 Except as caused by its willful misconduct or nc:gligcnce, the Company's liability 
with respect to any action, claim, judgment. damages, demand, liability or expense: 
(including without limitation rcasonnble attorney's fees) (i) brought or incurred by 
any User or any other ~ in connection with the iosullation, provision, 
preemption. termination. maintcnzncc. repair or rest.oration of Savicc, or (ii) arising 
f"'OtTI any Pcrfonnancc Failure. will in no c:vcnt cxc«d an amount equal to the 
Service charges incurred by User for the month during which the Service was 
a!Tcctcd. Such amount will be in addition to MY mnounts th.a may otherwise be due 
User .as Cn:dits or Credit Allowances pW'SUllnt to the provisions of Section 2 .. 21 
hereof. 

2.19.2 To the extent permitted by any applicable Regulation, the Company's liability for 
negligence will also be limited to the amounts described in Section 2.19.J hereof. 

2.19.3 To the extent permitted by any applicable Regulation, the Company's liability for 
gross negligence will also be limited to the amounts dC$Cribcd in Section 2.19.J 
hereof. 

By: Tllamas 0 . Cordy, PrCl1dml 
Mma ONII II r , , IDr 
190, MODlra.l R-s SllllC I OS 

Toclta,GA )OOM 

Effective: 



'1urula1c Tc~tiom Services 
"tauis Comrne,rcetJON,. lac. South Dakou Pubbc UbliticsCon ' TanlTNo. I 

OnamaJhcc26 

2. 19 I iroitatioo ofJ iability (root ) 

2.19 . .S In no event will the Company be liable for 10$$ of profits (even if the Company has 
been advised of the po$$1l>ility of such 10$$) or for any indirect. incidental, special. 
consequential. cxc:mpl:uy or punitive damages wbatsocver arising. directly or 
indirectly, from or io connc:ctioo with the provision or use ofSaviccs hcreunda. 

2.19.S Exc:cp1 as caused by its willful mi.scondu.ct or ncg)igcnce. lhe Company will not be 
liable for dcfaceincnl of or damages to Users' premises or for any pcnoaal injury or 
d"1h lltlSing. directly or indirectly, from lhe fun!lShing of Services.. including 
without limiwion the installation or removal of any facilities, equipment or wiring 
associated lhcn:with. CU$t0mc:r is solely responsible for connecting any and alt 
appanatus. cquipmc:nt and assoc~cd wiring on Users' premises to the Sc:rvi.ccs, IDd 
no other Cania or third party cnpgcd m such activity is to be dccmcd an agcns or 
employee of the Company in this undertaking. 

2. 19.6 Any actioa or claim apinll lhc Company arising from any of its alleged ICIS or 
omissions in oooncction with this Tariff will be deemed waived if 00( brought or 
made in writing within sixty (60) days from the dale lhat the alleged ad or omission 
occum:d. 

By: Thomas O. Conly, Presidml 

M.uxu ~- lDc. 
1901 Moaoal Road. Swte 108 

1\dcr, CiA 3008,4 
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Subject to the limitations of liability sci fonh in Section 2. 19 hereof, the Company and the 
Cusroma shall defend, indemnify, and hold each other luumless from and against any and 
all actions. cl.uns. judgments, damages, demands, liabilities, and expenses. including 
without limitation reasonable altomey's fees. resulting from injury to or death of any person 
(including injury to ·r death ofthci1 employees) or from Llie loss of or damage to tang1ole 
real oc- tang1l>lc pc:;-sonal property or to the environment. to the extent that such injury. death. 
loss or damage was proximately caused by any negligent act or omission on the pan of the 
party from whom indemnity is sought, or on the part of its agents, employees, subcontractors 
or assignees. in connection with I.he provision or use of the Servi.ccs. The indemnifying party 
under this Sec1ion 2.20 shall def cod the other at the others request against any such action, 
lubility, claim or demand. The pany seeking indemnification under this Section 2.20 must 
nocify the other promptly of wriuen claims or demands for which the indemnifying party is 
,cspous.l>le hcreunda-. Tiie Complll'ly and the Customer, as the cn.se may be, stwJ coopcra1e 
fully with the other in the course of such indemnification. and the indemnifying pany shall 
cont10I such defense and the right tc> litigate, settle. appeal (provided it pays the cost of any 
requiml appeal bond), compromise or otherwise deal with any w eb claim or resulting 
judgment. provided that such settlement, compromise or other resolution of said claim does 
not result in any liability to the indemnified party. 

By: Theam 0 . Cordy. Prmdco1 
Manis C<XmnUllicabom. hie. 
1901 Mcmrcal R-1. Suiic 108 

Tuct.r, CIA 30084 

Elfoctive: 
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2.21 CmtilS IDC1 Caxli1 Allowmrrs 

Soulh Dakoca Pubhc UtilUICs Commhsioa Tarill'No. I 
OriawJPqc2ll 

Ul.1 Crcdits ('"Crcdit(s)") IO the Customcl's fixed charges, if any, for lnlenupcioos (Olhcf 
Ihm Sdlcduled lntcnuptions or lntcnuptions caused by Other Providers for which 
aCndit Allowmcc is due the Comp.,ny asdacribed in Section 2.21.2 hmoof) which 
(i) exceed in the aggrcg.a1e twenty-four (24) holn per monlh. (ii) arc dir=ly ClllScd 
by the Cornpzy, (iii) an: no< due to either equipment or wiring supplied by my 
pcnon other than the Company, and (iv) arc not due to the ocgligmcc or willful 
mitooochart oflhc User, its employees, subcon!raclOrs, agcntS. or assign«s. will be 
applied IO CUSlolna's ICCOUllt with thc Company. Such Credits arc to be calcui.tcd 
i,y multiplying the fixed monthly, recurring rate (if any) for lhe affected Service by 
:he ratio tbal lhc number of hours the lnlemlp(ion bears to no hoUis (for the purpose 
of this compu1llion. cacb month is dccmcd to have 720 ho111$). An lntcnuption is 
mc:a=i:d from the time the Company dclec1s. or the CUS'IOlllCr notifies the Company 
o( its ocx:urrena: anlil such lime as the lntenupcion is cured. Eath lnlcnuption is to 
be considered scpara1ely for the purposes of this caku1ation and is be rounded 10 the 
nearest hour. 

2.21.2 ln lhe event of an lnccnuption caused by Other Providers for which a credic or 
allowance: ("Cn:dil Allowance") becomes due to the Company, the Company &hall 
apply such Credit Allowance to Customer's IICCOUnt, less an adminislralioo fee of 
twenty dollars ($20.00), subjce1 10 the Company's collection of such Credit 
Allowance from lhe Otha Provider oblipied to provide same. ln no event will the 
Compmy be obligaled to credit Customer any amounts in excess of any Credit 
Allowance allocable to CUSlomet's lntc:rruption(s) which Company rcc:cives from the 
Otbcr Provider. Any other provision of this Section U I notwithsianding. C4mpmy 
will have no obligation to apply any aedic to Customer's accounc for lntcm,ptions 
caused by an Other Provider for which no Credit Allowance is due 10 the C«npany. 

By. lloocms 0 . Ccrdy, Pl ' I • 
Mus. C 4 w, lac. 
1901 ~ laad. Smit 108 

TlOda. OA 300l4 



1-Tc~Scmca 

- IJIC. Sou111 Oakoca l'llb6c l 'tilillCS C m-Tariff'No. I 
Oripal~29 

2.21 Ca:dils •ad Onli1 alla1::mrs £coD1) 

2.21 3 Excq,c as othcrY,;sc set forth 11.:rcin. Cu.s1omcr's sole and cxclusi~ remedy for any 
and all Pufoomncc Fail.ires •iuch consist of or give rise to lntc:m,ptioos arc Crtdits 
or Credit AUo.,.11nCCS to the CXICnt available wwkf this Section 2.21; for a; J other 
Pcrfonnanc:e Failures« in the e\'eot Credits or Credit Allowances arc wiavailablc 
(due to the fact. for c:xmnplc.. that the Customer docs not incur any fixed moathly 
recurring charges). Customer's sole and aclusivc remedy io lieu of said Credits Of" 

Crcdi1 AlloY.-ana:s will be an immediate right to Tcrminalc Services prior to the 
cxpiratioo of the Minimum Service Period. 

222 Minimum Scoicc Period 

The Minimum Service Period will be for the term specified in Cu.slomc:r's Service Order. 
which term must be no less than thirty (30) days. This MSP will lUlomalically renew for 
subscquem terms of equal duraliOCl. Either the Company or the Customa' may clcc:I not to 
renew any MSP by written notice to the othcr no lalcr than thirty £30) days prior to the 
cxpintion cblc of said MSP. 

2.23 Eoa:c Mil,jn1rc 

The Company is excused from any Pc:rfama11cc Failure due to canes beyond iu rcasooablc 
COC!rol including but not limited to acts of God, fire, floods.. o(bc:r C&laStlophcs. 
insurrections, national cmcrgcncic:s, wan. labor dispotcs, o- 1111, Regulation or other 
duu:tivc. action or rcques1 of any Govcmmcnw Authority. 

2.24 Ontoort Prrmiscs 

CllSlomc:r shall provide. wilhout cost to Company, all equipment,~ conduit, and electric 
JIO'l''tt required 10 tcnnimu the Services II the User's praniscs. The~ shall lllTlflV 
for the Company. or for other Carriers as required. to have access to the User's premises 11 
all reasociablc times for purposes ofScnice installation. Tc:rmination. inspection and repair. 
Cos&omcr shall be solely responsible for any damage to or loss of Company cquipmau while 
on the pn:mues of User. Wlkss such damage is caused by the negligence or willful 
mitOOodt, of the Company. its employees, aubooo1ndon or agcnlS. 

By: Thomas O. Conly, Pl"<sidcm 
M.au;as C . I •• Is 
190 I Momreal lulld, SI>* I 08 

Tada. GA 300M 



.._ oo--a CIDI. lac. 
,_ Td<Ca-am:-••,owwa Services 

s-h Oakda l'llblic Ulilllia ComnussioD Tan fl' No. I 
OrigiaaJ Pqc 30 

US Eull Foox: IDCI Effm 

Should my provisioo or pxtioo of Ibis Taitfbe hdd by a coun or administrative ,acncy of 
compc:lall jurildietion co be illegal, invalid, or UDCnforccable. the remaining provisjons of 
thu Tariff will remain in full foo:c: and effect. 

2..26 c,,,,•im 
C•PS'omcr sbalJ coopaa&c with the Compeny co I.be c:xtm1 acccsnry for I.be Company co 
c!i,c!wg.. its obtiptions hcrcundcr and• rc1soaably rcqucsud by I.be Cac11p1ny. 

2..27 Gm, , oior I w 

nm ·rllilf ii io be p-cmcd by and conswcd in~ with the ruka and ocdcn of the 
~ md lbe laws oftbe Stas.e of Georgia. 

By: n.-o. C'«dy, Pr.:sidaa 
Mmil C ' at; et, hi:. 
1901 w-aJ l.oad, $do IOI 

T.t.r. GA 300l4 



•• • hie.. 
1-Tdeu1111 miarions Ser,.,... 

Soadl Oatou Publlc Utililies C,a1 . h, Tllriff No. I 
OriglMI Pa,c 31 

3 PFSCBJPDQN Of SfRYJCFS 

3.1 Oc:rcrip!icm oCScoicn 

Sen ices ooosist of (i) One Plus Scni<x. {ii) Inbound T oU-F rec Service, and (ui) Travel Card 
Savice and (iv) Prepaid Calling Card Service, as dcscnoed herein. 

3.1.1 Ox Plus Scmcc is a swi1dlal., iurraswe, tclccommunicatiort service which peuuia. 
Users IO cstllbtisb OOIIIIIJUDicari bctweco points within I.be Slate of South DakoCa. 

3.1.2 lobonnd Iall:Emc: Sa:Yicc is a swilcliecl. innasmte, incoming tdcc·)tj 111,a::iicaliom 
service. C110 +101 sbalJ be nsi&l)Cd z "'800", "'888"', 'T1r or other ToU-Frec 
inoorning" h I'·« IMOIM by the O>@pmy for tamim6oo and billing of Inbound 
ToD-Fn,c Sc:nicc calls. 

3.1.3 Irnd Ca Scmcc is a swilcbed. imraswc:, tclcc:1M11mlDUOltioos service wbicb 
paddb UIICD ID C'Shblisb oommm• ........ bctwccn points wi1hiD I.be StlU: of SOCllb 
Dakota. Users ~ utilm Travel Card Savice ro origimtc outboond, diJu:t dw 
ulls, via Coa..-iy-po.ided toll free tdcpbooe numbers in onler to axnplc:tc 
switcbm, iOlnlstalc. ~ calls. Travel Card Services arc subject to 
lhe i>UowiDg lams and c:ooditioos. 

3.1.3.A I foit YalMc Travel Cad Servi ts may be obaincd from lhe 
Cow,,my. from Agaa or from 0, Pomcn at various per-minute or 
pc:r-wut !'Ila as SCI bth in Scc:tioo 4.8, inclusi~ of all tuts. All 
Travd Cad calls~ mcasun:d in one ( I) minute i:oamw.ds, romwlcd 
to the oat higJ,a lhU minute, except as otherwise SCI forth herein. 

By:,.__ 0. Canty, Pmldcaa 
MamCoam:a~ . ~ , . I.DC. 
1901 MOCIIJal 11.-d, Saile I 08 

1\ocla, GA 300l4 



lnlnSlalCTt~Scrv,ccs 
South Dakota Public Ulilitia Commiulocl TcriffSo. I 

Onpal,.32 

3.1 Qcsaiptjoo a{ Scorias (cant ) 

3.1.3.B O,tr, Cmdirioos of Service 

(i) Travel Card calls to 700, 800, ess. 877. 900. 9SO Bild other 
similar numbers will not be completed. 

(ii) Travel Cw. may not be uscd to make opmtor assisted calls. 
However, upon request. the Company's customer service 
pc:f'SOllllCI will provide Customers with call completion 
assisunce ai no charge. 

(iii) Travel Cards may not be used to make third party billed calls 
or pcnon-10-pc:non calls. 

(iv) The Company will credit the account ofa Usa-'a Travel Card 
for calls that are 1ntcnupted or are subjcc:t to inadequate 
transmission due to Perforroancc Failw-es. Credits will DOI 
apply to lntemiptions which lll'C: {a) oot reported to the 
Company by the Cusaomcr or User within Im ( I 0) days after 
the lntmuption; (b) not prox.imalely caused by the Company 
or its Agents, or (c) caused, in whole or in pan. by the User. 

(v) Travel Card Services may be mmcted in conjunction with 
third parties for which the Company ICl'VCS as the common 
cmier. 

(vi) Tnvel Card clwge5 include per minute or per writ usqe 
charges 111d may also include a per call service clwge. 

9y: 1\oam 0 . Conly, l'lcsidcaa 
MmJt C •rioN lac. 
1901 McallQI Rold. Sail< I 08 

'l'\icm, 0A lOOl4 



i-TtlcoxNnm~ S<n,ccs 
Soudi Du«a Pub! v1th11n Comminlca Tarill'No. I 

Onpalf'IIC33 

JJ Dtsupsimo[Smxnlrmt) 

3.1.4 Po ,ei-1 Ollina Caal Scnir,:consists of(i) Toll-Free A= Prepaid Calli- Card 
Savicc and (ii) Local Access Prepaid Calling Card Service. Usas ~y utilize 
P,cpaid Calling Card Savic:a 10 origjnate Oldbouod, direct dial calls, via Compc1y
providc:d tdcpbonc numbers in order to complde swilebcd. intrastale, 
tdc:communicali calls. l'rq>ajd Calling Card Savic:es an: subject 10 the following 
tc:rmS and conditJOOS. 

3 .1.4.A 

3.1.4.8 

I !nil \' hw: Prq,ajd Calling Cards may be obtained from the 
Comp;iny. &om Agau.s or from CUSlO!l:lCn in liO, 30 or 10 unit 
denominations "'i lh a per -unit value as v.t forth in Scc:tioo 4. 9. 
intlmh-c of all taxes.. All Prq,aid Calling Card calls arc measured in 
one ( I) mimllc inau, ,tills. rounded IO the ocxt higher full mimste 

Oba: Cocxtitions afSayiq: 

(i) Prepa.id Calling Card calls to 700, 800, 888, 877, 900, 950 
and other similar nwnbcn ,.,;11 ooc be complda1 

( ii) Calls may ooly be charged .pinst a Pi epaid Callu)g Card lhal 
has a Al.ff tciull avaibble balance. 

(iii) Prq,aid Calling Card blilaoces will be rcdua:d and dq,le&cd 
b:rscd upon t:scr' s ~ ~ Users will be given ootioe ('-1,. by 
automalCd opc:nlOr ii.tc:rvuitioo) one minute befiJre the 
avail.able card ba1anc:c is depicted., buuf 00 the terminating 
locatioo of the call When the ba1anc:c is depicted., the call 
"' '.I be terminated. 

(iv) Third puty billing and pcrsoo-to-pcnon calls may not be 
made with Prepaid Calling Canis. 

By: 11lcmas 0 . u,rdy, Prnaclc,it 
Mui,11 Commwucatiom. l.Dc. 
190 I Moalft2l llood. Suite I 08 

Tlack.tt. GA 30084 



lnlnSlatc Tokccmmunicaboas Snvic,os 
Soulh Dakota l'l.bhc UtibUa <:ommmaoo T anlT No. l 

Origin.II l'l&c .34 

3.1 Dcscrip1ioo oCSaYices (cmu) 

3. t.4.C 

(v) Some promotional Prepaid Calling Cards are ooo-rcfundable 
and will expire oo the clan: specified on the C3J1I (or on the 
p3Cbgc in which the card is included) as applicable. 

(\i) The Company will c:n:dit tl,c IICCOWlt of ;i User-', Prepaid 
Calling ~ for calls thlu arc lntcnupted or m: subjcc1 I<. 
inadcquau: ll'allSl'lli$ion due to Pc:rformmce F ailm-es. Credits 
will not apply 10 lnt,:nuptions which arc: (a) 001 reported to 
the Company by the Customer or Uac:r within leD (10) days 
after the lntcnuption; (b) not proximately camcd by the 
Company or its Agaus; or (c) caused, in wbolc or in pan. by 
the User. 

l'xqviid C•llioa Cant Ha:baqic Option Users of a Prepaid Calling 
Card may be given the option of adding additiooaJ dollar or unit 
values to the Prepaid Calling Card account associated with tlw cad 
by payment to the Company via a major aedit card This n:cbarge 
option may be available by contacting the Company's rostomcr 
scrvic;c depa,tmcnt The minute or unit value of a 1ocbaged Prepaid 
Calling Card ia set forth in Section 4.9. 

By: Tllonas 0 . Cordy, Ph.lid..,. 
Mmd Cww ernriona. tac.. 
190 l MoDlrQJ Roed, s..ilo: IOI 

T...ta, GA lOOl4 



~ Tclccommlmic:allo Sctvica 
w-c !Nffll lac.. s-11 O.mca l\.bbc Utwl,n C . . e Tani!' No. I 

°'1plal .... lS 

3.2 T"llina aCC&lb 

Tk 04 NIM r's mond:lly c:hargcs for Savicc:s provided bcn:undcr- arc bwd apclll ci1t. r (i) 
lhc IDlal time the Ula' a=ally mes the Savicc:s (rounded IO the inaemeuls Id b1h i:D 
Scc:Dcxi 4). « (u) die airline mileage bctwcc:o the origjmtmg and die k:mlimcing '* CClllaS 
of Cldi caD as cala•IMoi using the V md H ClOCN'dimlcs Id fonh in AT&T's FCC TarifrNo. 
10 an 6k wilb the Commission. and incorporated hcn:in by rdcrmcc. The owd!od of 
caln,Jsioa or the amine mileage bctwcc:o ralC ceotcn 
is calcularc:d acllOfding IO the following fom1ub.. 

/ (VJ· Y2i +(HJ· H2)' 
10 

Wbc:re Vt and HI In'! the V and H coordinalcs of point I, and V2 and H2 me the V and B 
mocdimks of p>inl 2. The mileage is rounded up IO Ill imcg,cr value IO cldami!IIC the airti:,e 
mileage. 

lly: llamDuO. Cmdy,Pt 11 I 
Maall C-,,icwdoM, lllC. 
1,0 I MamraJ a..1. Swto 108 

"l'od.er. °" 30084 



lalraial<Tc~~coa: .. minl*bOOli....~ 
MmiaCw ·oriom, loc. 

4 RATES 

4.l B«1WD Orck Oaqc 

Saudi Dama l'lllllic Uliliriea Conninion Tami' No. I 
Onpal i'aic 36 

The Cust= will be cb.vgcd twenty dollars ($20.00) or the applicable ltalUtory rctum 
check c:harsc (If ,ay). whic.bewl- is great.er, wbcnewr a clieclc oc dra.ft presmcc:d ror payment 
of Service is diabonoral by lhe institutioo upon which ii is ttnwn. 

4.2 I Ile JvmcnJ (Juuae 

Invoices unpaid after thirty (30) days shall incur a month.ly finance cbatge oo lbe 111-.,.id 
balance Ill a tatc equal to the lesser of OJ1C and ooc-balf percmt ( 1.5%) oc tbe rnaxim,nn nee 
pcrmi t1cd by law. 

4.3 Bcmooacsion Ecc 

A charge of twenty dollara ($20.00) or the applicable JU!Utory cbarge form -ow- •ioa of 
Savicc (if my), wbichevcr is Sl'calcr, will apply whenevcr a User niqucsi, to be rco 11. :kd 
10 the Services afler the Company bat Tc:nninated the Snvices to User f« my reaoa 
aGowc:d by this Tariff. 

4.4 Pnxoolions 

The Company may from time to time q,.gc in special p,111-!CioN ofDtW oc c•idi"'C 
Service offerings of limited dW11tioo designed to al1nict new cusioma. or to iua c 1 
eri1tina Omooic:r awarctiess of a panicular offering. The JMOl,IOCiooal ofla:ilig• an: sabjec:t 
IO tbe availability oftbe Services and may be limiled to a specific gcog...,hical .-ea or IO a 
mhKt of a spceif,c maitet group; provided, however, all JMOOIOOOGII offi:rings sbaD be 
olfmd in accord.ance with applicable Rcgu1alioos. 

4.5 Mivttaonons Bmca IOd 0>qn 

The C-ompany may adjusl its rates and chaigcs or impoee additiooal rates and cbarBCS co ita 
014wc-:rs in order to 10:xnu ••:te1nt1 itil rcquind by gcy,am1w::n1al arqr · paoownbd 
uboritics to coiled &om. or pay to otbm, in supponoflf#loory orrcgulllory pwg,wu... 
Examples of such programs include. bul arc not limiled lo, the Univcnal Service Flllld, the 
Primay ~ Camcr Olar.,:_ and<· 4N'f• iiSMi.xl to pay ttlq)h-NC avic:c po,idas 
for lbe use of their pay tclq>'iio:s lO ecccss tbe Oxnpeny's Sc:rviccs. 

E..M u: 
Dy: 1--0. Ccny, Pia.di.a 
Mmil C I • · 11, hie. 
1901 It •IIINf.Sloilo IOI 

1\di:r, QA lOOl4 



'-le TdcL,c,ca..,,llllc:J :•••.,•••• Servm 
" w lac. S-" Dw:,ca r.bllC Utilabcs c.--T..irNG. I 

Onpal,..37 

4.6 Ox: Phi$ ScniAC Bates 

The following rates apply to all pcsubec. ibed One: Plus Sc:rvicc OllfC'«'arn. Calls are 
measured in one (I) mimdc inab, o!JIIS,, roundod IO the DCXI higher full m~ 

a.Pt.s Oayll.-s N/Wbl.lE11e. t4 d., laiDaJ 
la a--. Sd-9p 

fee Fer 

Piao I S0.10 S0.1 0 S3.00 Noa< 

4.7 lobomvl Ioll-fr, e Savicc Beres 

lbc following nm apply IO all Cusumcrs oflnbolmd Toll-Fn:e Service. Calls arewwwoi 
in ooe ( I) mioUIC ina ema.ll, rounded IO the next higher full mimlle. 

lulr:Pi-

Ptan I 

0.yRald NlWltd.lE \'I:. 
Rat,: 

S0.12 S0.12 

By: n-t 0 . Cordy, P,•oldt:ut 
Mm.ii C.oc11D0Mi@ tJiOM.i, lac. 
1901 M.ocan.J k<*I. Sui11e 108 

1\da, 0A 300S4 

Maa!IIJy llliliol 
R.ccurrias Sd-9p 

fee Fer 

Sl.00 Nos 



l!IO"Utlk Tckc:amrnnnnbffl! Scrnca 
Mm>s C Soulh Oakoca P,,bl,c Ullhlxs ac---··· Tlrif!' No. I 

OripMl ... ll 

• 

4.8 Trm:I Cml 5c:oria: Ba•a 

Rmcs for Travel Card Calls arc as follows. 

It.ate Plms OaylblCS NJWkd..lE~. Momllly 
llalC Rccuning 

Fee ,.. S0.19 S0.19 Noac 

4.9 Pn:paN1 Callinz Card 5aYia: Bates 

• .9.l Toll-Em: Acxrss Pl:q,aid Calliaa Card 5aYia: Betes 

• . 9.1.A fnttastetr Bare 

Ral'bm D11 Raa.s 1'/WblJEve. Ra 

Toll.f',.,. Aa>ca P1m I I Ullil/Mm. I Uaii/Mm. 
(I Uait•S0.12) (I Ullil • S0.12) 

er namu o. Cardy. l'l....s.. 
M&ua C -.ms, Ille:. 
1901 "'-al Read. Saa IOS 

T>da. GA lClal4 

!Allial 
Sct41p 

Fee 

Nolle 

Pu C:a11 
Fee 

S0.2.S 



lrm Tdc<'camwmn•-. Savic-cs 

''''" I.De.. 
Soatb ~ Publ,c Ulili1>cs uimmiuit,a Tanll'No. I 

Oriplal r ~ 39 

4.9 ?I c I eit1 Ctlfn,a CanS Scnicc B 11ca (mot ) 

4.9.2 I oc:al Accra Po ae+1 Callina C-auS So:xicc Bates 

4.9.2.A Jou w•r Bue 

a-Plam Day lwts N/Wkd./Evc. R&IC PaCall 
Fee 

Local Acuss P1aD I I Ua.il/Mln.. I Unil/Min. S0.25 
( I UDll-SO.(n) ( I Um! - S0.07) 

4.1 O Pa)Cl)booc Compcmatioo Sua:'baqc 

Cuslomerdialed 800,888, m aodNIOXXX''calls origin.Bud from paytclq,boocs IOobtaiu 
access to thc Company'• Services will incur a per-cal" IUlcllarge ofS0.30. 

4.1 I lb rcnmy Assi511DQ" 

The Company does 001 provide ~ ry assistance. Acceu IO long di51mee dircdol) 
assistmcc may be obcained by dialing l+(a.rca code)+SSS-1212. User will be charged (or 
Customer will be billed) S0.75 for each intrastate diroclocy auimnc:e call. The directory 
mistlu!a! charge applies to each call regardless of whether the di:n:ctory assistance bureau 
is able to .miJb the raiucsted telephone number. 

By: Thomas Q Cordy, Pn:sidall 
Mm,s C ..._, lac. 
190 I Moacreal Raad. Sau.. I OS 

Tuaa.OA 3~ 



..... tee. 
lmtc Tcleco IIIM'IOON Sav;ca 

SoUIII OOota l'llblic Ull!ilica 0.-111· :aTrif No. I 
Qrici,Dll f'IIIC 40 

, .12 BIies Coe ffcarina IX SVn:h Jmpaiml 

Formoticallycatified bcariQg or spc,ccb impain:d Users who ocw@criaile via a TDD, lbe 
Colq,My wiD issue upoo n:quest a credit in11111DOU11lof2S% oflbe rqplllrlybl1Jcddwg.a 
uodicr Section 2.6 for calls made bctw~n TDDs. The a-edit will lllPQI' oo lbe Ona-,w's 
lllbscquen1 bill 

-4. l 3 Application Periods 

The following application periods apply to the rates csrablishcd in du Section 4. 

MON. nJES. WED. TiiU. FRI. SAT. SUN. 

8:00AM 
II) Day Rate Period 

S:OOPM 1----------11-----1 

5:00PM 
to Evening Rm Period N/Wkd Eve. 

11:00PM i----------0 0-l 

11:00 PM 
II) Night/Wccteod Rate Period 

8:00 AM 1--------------------1 

4.1' Holwk)r 

OD Holr!ays the rile applicable is the Evening rate unless a lowt:r l"ltC would nonmlly apply. 

S,, Tlioam O Cardy, P, • I, ,, 
Mm.DC I riew toe. 

' 1901 w..rc.t ~ S- 114 
,_..,.,, GA 300l4 



lnb'UQIC Tc~icat>ODS Services 

4. IS Cmnp•Uatiao o(Cbarp 

Sou1h Dakoca P\lbhc Uliliac:s Commitaioo Taifl' No. I 
Oripal ........ 

4. IS. I Calls will be billed in incronents of cilhct (i) an initial lhiJty (JCJ scconds period a: 
addi1ional periods of su (6) second$, (ii) an initial sixty (60) -ands period llld 
additionaJ periods oflhiny (30) seconds, or (iii) an initial ooc (I) minUlC period and 
additional periods of one (I) minute, as set forth in Sections 3.1. 4.6 or 4. 7. Wberc 
answer supcmsion is available, !ho time or each call begins as set forth in Sub9ection 
4. I S.2 below. a.Id ends "''hen the calling p;uty disconnectS. In no event will the time 
of a call be deemed to begin nriorto siitty (60) seconds &om the timcofintt:rvallion 
by an opc:ntor or aul.OIIWcd cquipmen.t with n:spc:ct to $1Ud call. cxccpc where .-'a' 
detection c::; ..biliry exists. 

4.1 S.2 Where answer rupavision is avllilable, the 1ime of a call begins when the called 
station is answcn:d. as dctc:rmincd by the standard iodustry methods scJcctcd by the 
;q,plicable Otbc:r Provider. The Company will not knowingly bill any Customer for 
unanswered wJs. Upon the Customer's n,ques1, the Company shall promptly refund 
or crcdil, as the case may be. payments or charges for any unanswered CAIi 
inadvertently billed due to the unavailability of Fca1urc Group D or to the LEC, 
failure ro provide answer supcmaion. Where answer supervision is not available, 
any call for which the billed dW'lllion exceeds one minute shall be pn:sumed to have 
bcc:n answered. 

By: Thomas O. Conly, Prcsiclcnt 
MIUi. Cammunicatioos, Im:. 
1901 MO<IIJttl kood, S..i1e 108 

Tucka, 0A lOOS4 



EX:OIDIT "C" 

I JST Of &1AXXI5 CQMMIJNICATIONS, (NC '5 MANAGEMENT WITH 511MJ\fARY OF 
EXPERIENCE 

mOMAS O. CORDY 
Clkf Enndvc Oflker ud Ptukka c 

190 I Montreal Road, Sui ti: I 08 
T ucl:er, Georgia 30084 
(770) SS2 - 4766 

n- 0. Cordy has served as Chief Executive Officer. President ar.d Dircdor of Manis 
Communications. Inc. since its inception, Ind has served as Chief Exocutive Officer, President and 
DiroC1or of Maxxis Group, Inc. since May 1997. Prior to 11w time, be has SCl'Ved as P=idenl and Oiief 
Ell:CCU1ive Officer of Cl Cascade Colp .. and has scn·ed as . Din:dor of Soulhcm Bell. Kimberty Clarit 
and F'ast Unioo Bank. Mr. Cordy cum:ntly scrvcu,s Vice Oiairman of the Board ofTNSltlt:S lor C1art 
Al1ansa University, Chairmm of the Board of Renaissance Capital COl'JIC)Rtioo and a Din:dor of Cox 
Enlcrpriscs. Mr. Cordy has a bachelor's degJ'cc from Mordlousc College and a master's degree from 
Atlanta University, :ind he has attended the Slllllford Exocutivc Program at the Stanford School of 
Business and the University of Oklahoma National Lending School. 

PATRJCK J. LENTZ 
[UClldve Vitt l'raid4:9t 

1901 MoabUI Roed. Suite l 08 
Tucker, Georgia 30084 
(770) S5:? - 4766 

Pauia J. Lentz joins Maxxis Communications. Inc. after fifteen yean' c:xpc:nax:e in the ICd:mical 
aspecU of lhc tdccommunications and computing industry. During his employment -.rilh BellSouth 
and LOOS Communications (now WorldCom), Mr. Lentz was mstnuncnla1 in designing and 
implcmcnting octwork applications to process long distance:, cellular and AICUitc ldq,hony, to pesfoon 
biJling and customer care functions and to assist in administnitivc rccordlcccping. Mr. LcnlZ is abo 
experienced in lntcm<:t applications, having designed customcr-n:gislralion software for BcllSoulh.Nd. 
Re bolds a ID3SlCrS in Mlllhcmatical Sciences from Clemson University and a bachdors in Mad!cmatics 
and Computer Science: from Georgia Southern College. 

DA.NTEL MCDONOUGH 
CJ&ld Ftttudal Offlttr 

1901 Moncrc:il Road. Suite 108 
Tucker, Georgia 30084 
(770) SS2 - 4766 

DaaH , ... Do-p scncs as Chief Financial Officer of both Maxxis Communications, loc. and 
Manis Group. Inc. Prior to his employment with Maxxis Group, lnc., Mr. McDonough provided 
linancial consu1ting services tO a number of start up companies at Creative Bcncfit.s., lnc. In addition, 
from 1992 lO I Cl94, Mr. McDonough was the control,..r of Jostens Leaming Corporation. a $7S million 
technology cor pany spocializing in educ:uional software. Prior to his employment with Jostens, Mr. 
McDonough saved as •ssistmt controller to Alumax. lnc., a $2.5 billion integrated aluminum company 
with more than I 00 manafacruri:ig operations througboul the Unit«! States. From 1973 to 1980. Mr. 
McDonough was employed by Price Waterhouse & Co. Mr. McDonough is a licensed CPA and also 
holds a masicrofbusincss administration degree from the University ofBufflllo. 



omaas OE MAXXIS CQMMJINJCATIONS. INC, (Ca•&) 

ALBERT F. BOGHOLZ 
NdWOrtt £apaeer 

190 I Montn:al Road. Suite 108 
Tucker, Georgia 3008-4 
cno) ss2. 4766 

Alba1 F. Bogbolz serves as Network Engineer for Manis Communications, Inc., brinaing to lhc 
_,qe,yovcrlhirty ycan' experience in lhetelccommunicalionsand cellular c:ommunicatioos indusuy. 
Hcbepn his career in 19663! Western Union Tclcs,aph Company, and, since 1983, Mr. Bogbolzhas 
ICMld ..a octwuic cnginocr and ttansmissions dinicior for several major telcmrnmunicalions providcn, 
iocludina LODSIMdrornecha Rcsurgcn, Communications Group. Continental Telecom and ATC. Mr. 
Bogbl>!z bas a bacheu'adcgrec in physia from the City ColJcgc of New Yodc and an llffOCille degree 
ir EQginc:,cring from Bronx Community College. 



EXHIBIT "D" 

FINANCJ,U ST&TtMENTS QF MAXXIS CQMMIINICADQNS,. INC. 
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2.6 Bilbn1 md J>iQrmcnts 

2.6. I Otha tban prepaid servicm, cbui:ca filr Scrviocs will be billed IO Cu.slomcr OD a 
IDIDbly (30 dlly) bllis, D1 lrl'Cl1'I, bacd GD lbc lJ,,n' ICllW usagc. Customer. will 
DOt be c:balg«I for unca:nplcud calls. 

2.6.2 All lll'I +iii• sl*d GD each IIIOlllhly invoice arc dDc: Ind pe)'ll,lc immediately upon 
C'u:s!orna'a TCIClCipt ~ provided, lxlwe,a, !hat c;hagcs incum:d for &:rviccs 
nbcaiocd via l'lqiad CalliJIJ c-tt. will bo mu dabttcd api.mt the balmce o! the 
calQQDt (d' any} prq,ai.d ID lhe Compeny. 

2.6.3 IDvou:a mipa!d afti:r lhirty (30) days mall iJx.ur & molllhly fi.amcc chargo cm !be 
mpacl bll1aucc • a rm equal IO Ille lesKr of ooc -1 ono-balf pcrccn1 (1.S%) or lbc 
maximum ra1e pcm:,taed by law. 

2.6.A excepc u od>trwi9C limited by R.oguWicm, Olltmner «ha.fl be rc$ponsible f.ot 
pa)l1IIClll of an c:barp, ~ c•lhorizcd or DOC, fi>r miy md all uae or oc accrm to 
Semc. povidcd to Utcn. includirn, wjJbQp:t litnimhoo my 111C or accca by Uscn 
"lllicb ia ose,Hnriml RDID(fyl or P:!!!!1uleat. 01 .. omcr's c1wa,cs ror TaMII Card 
or l>rq,aid Cal!illg c.d c:aJls ae G1bjec:t 10 any applicable 1lmitalioas e:stliblWied by 
my Rqp•larioo 

2.6.S &cq,I •odawilcpmvidcd bc:rein. Ibo Company, at iluoleopcioo, mayTc,nnmm, 
Savicu in tbc CYClll Ol1torncr Cail, to psy any mvaice within thirty (30) calcodar 
~ afta- Ibo dl1cJ dno Slldld lberam, &ubjeci ID 'll'rilun D01ico mid 10 sny other 
applicable Cornnrillioa R,e:,blions Nocicc. for pmposes of !his Soctioo 2.6.5, i, 
10 be dtwmed dditc upon IDliliag of wriUcnnociclo, poageprepaid, to 01111to1"1'1 

lut 1cnawn addrl:s&. TaminlfioQ ofScrYlca bytbeC'm••mneror lbc C•op111,;, for 
my rc,ucm ~ will DOt ntieft Cl2slnm« of ill paymc,nt oblipliaal 
bcn:uDdcr 6ir an Savice dlqet !ncumd by Oworner through 1ho date of 
Tcrmimlioa. Tc:rotmation by Oi&tomer forpwpoacs oflhu Section 2.6.5 will be 
damod c:ftccti.-e five (5) bwineu days CoUowq I.be dato of C:,mpmya receipt of 
Oio,mrn Tcrmi!Wioo notiQC. Cimome:r will be liab~ for all COl1II of colJoctjon 
hac.wdct, iDcludmg witbout limitaliaa reucm•blc l.tlOmcy's fees. Arsy involco fer 
~ DO! dirpurnd m Wlitin.g by Custorna within tm:s (10) dayt da receipt 
chereor is to be deemed cooc1u&vc1y coaa:t Cid biodina upon the Olrultna. 

B,: ti-.. 0. c...n!Y, llttSdort 
Ma:a:i,, Conrer:k:edms, be.. 
1901 Monbo1 ll...t. S.U.. IOI 

1'lcta-. GA JOOl4 
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i-..-,-.,-,...,.,..a11o,mS..,... 

'2.11 hfe:1511,r 

Sod> Dlloa hblic U1WdM c - . •e TcilfNo. ' 
Od&iiel Pate l S 

111a O £ m > will bffl: 1110 lubility wbac.c;a IO U-. IO ib eq)lo~ acaa, 
11111 iC •• 1, er~« lo t.'Tf ca.,--Air (i) dcoqm adliDg oat otcy 01ber 
Proridas' Ped-111ee u Failure, (ii) 1111 act ar orniek-1 of -.y dmd party ftmi!Nna 
C q, i •. &ci'i C cw ..-rice ID tQ)' u.r ia • • flua wilh eiia Tllifr er wilb Ibo 
S. wk.a. or (ii;-, odle' Id or + +1 • it,,, of sq Ohr Pto.m, Utc:r or lbinl pirty Rlbted 
to a.e-or j&Otilic.u of Scirviool~. 

TID <XJIIPANY DISaAIMS ALL RDUSIN'IAUOm AND WARJlANTII.S, 
iXHliSS OlllMJII.BD,INQ.UD1NG wrmourLIMITAnON, ANY IMPLBD 
WAIIIIAlffY 01' IIIDtCBANTABILITY Oil ffl'NrB8 POil A PARTtCIJL,\Jl 
Pll1IPOG J01l OR IN CONNECTION Wl'l'BTD PROVISION 01' UR.VIC:Z:S 
IIDSONDmL 

2.19 Ik iil tl hYI oCf.febi!iti 

l. i 9 .1 &cx,pt &s ca-1 by iU will1hJ m.i•-+ 1t • C « ll03)is-, Y O D't4() .. lilb(bry 
wiel rcpact to 111Y IC:UOG, claiai, jllClp,a,r. dMII .... +:W'l'S d Jiabili'1 cir .. peme 
(irrlttdiq wllbout limitation _.,le aiaamcy, fi:a) (i) bcuupt or ioamed by 
-.y ~ CM' ""! ~ ~ i.11 <-Ell • 6no • lb ~ inceD!'""4', ~ 
r• 1•• +i..., , • ,, m+• , n:pmr « u r ••., of8arioct or (b") anaoa 
9orD IQ)' hit-a-Plihff. 'fril1 bl:I cld•1111i..od hu .... grt,np; wffh S O CJ f)-
13-1 and 49-1 J...1.1. 

l.19.l To 1bo alall pw111illed by my 'Wfirtbk Rc:pktion,, Ibo 0,14,e )"a ~ ilr 
m,ppocewill mo be limiled lO the IIIIIOIUD doNl1,ad in SediaD l.19.1 baoof. 

2.19.3 To ~ mmt pam:ia>od by my applwble Rtrletion, 1be CN1p&i/• tiaJi1y for 
P* negtig,,nce will uo be limitzd to tbo Clil-Wfl delcribed In SCdica l.19. l 
b«eol 

lly. 1--O.Ccmly. Pradmt 
Maxil C okedoe:e lee. 
1901 M NI._ lal;. IOI 

Tlll:br. CIA. 300l4 
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o,,u ,•• at :» Fil no ,11 "°o QDY f'I IEXD SAPIQl,O\' 

bl --· ~ .. , __ lklnt>Mdootbld Semc:a ..._cc--..:·--.. i.e. s-!i ~hl>l,o Ulibllm C • I ndlf No. I 
QdaiMl .... 26 

2.19 Tit1ti1wimoffi+lily(mat) 

2.19.4 tbcC CIINO'' •llabiley li::rbloCprotils (cvai iftbc C+1C••v -~ edvued 
q(di,o pcwiHJky of 1111::b m) ar i:ir 1Qy iDdiJ'a:t, nril«:rbl, special. ; I I j;aatial, 
c, c•Y or pualdw ee 1 ~ amaa. din:ict\y or lbdlleaty, tam orla 
E 1 rti, Ml widl dat pmNioD OI' 1IIO of Scnic:a hereunder, wiil lpe t1f f f II i; +J in 
-dla.:owilllS.P&I 49::l}I ,ad§:t);-J.!. 

2.19.S l!lllDlpl acawd by Its wilUii.l ll'i_,!,rt ar mp,-. !he O rGYwilllllltbe 
lWlil iw 1c0 • or ar d I ID UICD' praai,ca or for~ pcuuo.l iziwy crr 
dada aq. dindly ar mdi!ldly, 6- the rnmhhing cf Scui:cs. 1. 1,.fi,,a 
widlbcar ·, ,·er cbeimt-Ilericacrrcmonlofmyfw;t"Jirice. Cf·: torwirina 
eeecried dkaowida. 0..h JJ , is aolcity 1015 kfib?e foe- t • "• m.y ad ID 
........ equipm,ea "11l euori .... wiringcoUlen'pnmila101bt Sa'f'lcat. llld 
1IO ~c.rt« oc third party q I j iD IUCb ldiviry II to be (.i,e•ef ID l&Qll ot 

, .. J& afGla C 11•11y in ttm ~ 

By: n.-, 0. o,q.. Pl I I • 
....... Jae. 
ltOIM I ....._S..,OI 

,..._QAJ0014 
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April 27, 1999 

RECEIVED 
APH ) , 1999 

SOUTH DAY.OTA PUBLIC 
UTILITIES COA'.t.1~10N 

VIA OYANIGRX MAIi, 

Mr. Hatm Bell 
Soadao.tota Public Utilities Cornwiuioo 
~ Captol Bllilcling 
SOO EIIII Caplol Avcooe 
Pierre, Soulb Dlkoca S7SO 1-S070 

Re: Joint Appucalion of Oicny Communications lncorporalcd. W AXS INC.. Manis 
Group, loc. and Manis Communications, Inc. ("Maxxia'j for Approval of 
Acquisition of A.acu and for Assignmau of Authoriz.znoo ("Joint Application"), 
TC99-009 

Dear Mr. BcSI: 

In ,cspouk to your lc:tlcf of April 16, 1999 (altacbcd hereto). the following additional 
infonmtioo is provided regarding the Joint Application and the ttansactioos cbcribcd thcn:in. 

I . Purrml1t to di•r::ussions with Karal Craner, E,q. of the South Dakota Public Utilities 
Lornmilsioo'a ("'Commission") legal swI; Maxxis submits revised tanfl'pages 17, 
2S and 26 (anachod bcn:to at Exhibit "A"), which amend its South Dakota Pubhe 
Utilities Commission TariJTNo. I ("Tariff') as follows: 

(i) Soetion 2.6.4 (Billil1g and Payments) has been amendod (i) to clarify th2l the 
Customer's responsil>ility does not extend to all IIIlllllhorizcd use of the 
Services but, ralbcr, c:xtends only to all use of or ~ tbcmo by Usm 
(defmod in Section I of lhe Tariff as entities wbo are "llllhorized by the 
Oll'IOmer to 1&S1C Scrvioc under this Tariff'), including "any use or access by 
Users wluch is U01Utboriz.c:d, Wllawful or fraudulent", and (ii) to delete lhe 
pbtue "'wbdh« llllhorizcd or not" after "Customer shall be responsible for 
payment of a1I charges ..... " 

(u) Sections 2.19.1 and 2.19.4 (Limitation ofliabil.ity) have been a:nendel! to 
stale thal the ConJi:my's liability with respect to aoy action, claim.judgment. 
damage. or cxpeme shall be decaminod in accordaoce with South Ouoca 
Coo.ifiod Laws Sections 4~13-1 and 49·13·1.1: and 
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ATTolt>C"&Tlt AT LAW 
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(m) Sa::ona 2.19.6 (mling dia 0.. ••• , daima are band if not made in writiag 
ftbiD any (60) days mn cbc dllC dla:I cbc alleglCd a:t Cll' orninim OClCUlnd) 
bas ba:11 dddcd 

M&. o--1a R:wiewcd cbc9e rc,,moaa via £rsimi1c m11 found cbc amc to be in 
ooq,tierc wiCh Saudi Dakcca Law. In edcfirim, Ibo bas iodicatrd dia Sa::ona 2.21 
(Oedils md Qidil ADowm:a) is simillrty IC«pt,lbk witbom wnher mx:ndmc:nt. 

2. Mam is Cllffl:r&ly ,qia.aed or c:ati.ficad IO p,o.idc iub1at11e, ~ loag 
distanoc a:• ;. ii . ,cj. • s 9C1 • ices in cbc S1*S o(Mic::bigm Tens, Vagjnia, New 
Jcney, Florida. Nor1h Caolma, fuw1rii. Cobado., Indian-a, Idaho, Pamsylvama, 
Iowa, Utah. Moat-, Wat Vugiaia. Wyocnmg, Ohio, Orcgoo. New H.mr;,shirc. 
T Km. Ko,i- ly,M,-• •11P'ttS, ~ Rbodelsland. Wiscomin, 
Nonh Di*oca md in the Dislrict of Columbia. 

) . Scctaoa 2.6.5 (Billing md Pa)mcnu) Im been ll'llCC+iew1 IO allow Omorncn IO 

dirplllc biIJinp in writmg widm c:a: hundred cigbty ( 180). n.cbcr than ten ( l 0). da~ 
of n,ccipt dxniot: A rewed Tariff pege 17 indicarina this ammdment is attached 
bcn:1o • Ex!abit -A-. 

lnawc ew:b as Mvris docs not c:uazwdy Ultcnd to require OJSfomen to provide 
Advance Pa)mwli (Sccrioa 2.8) or Dq,osirs (Sccooo 2.9). Maxxis bas aot )'d 
cbdoped decallcd guidelines for oe in dctamining cbc ll'J!+-11,ts of ad1 Advance 
Paymmts OC' Dq,oats. As such, M.axx.is will delete tbcsc sections from lhc Tariff 
until such liIDC .. it bas developed applicable guidcliocs. aod will supply the 
C , · · 111,ritb sacb giridd ,.,. prior ID re-inco.pon,ling provisioas (or Advm:c 
Pa)uw.ab md ~•·a Ullo lbc Tari It Revised Tariff pa,g,cs 19 md 20 rdk:ct the 
t.c• CQ, orSCCliom 2.8 IDd 2.9 md arc ••• fwd hl:rero d Emibit ·,r. 

S. Ptna:mt IO Scction 2.10 ofcbc Tariff. M.IXXU will Cllabli5b credit limit an-•1¥.«1 for 
its poll-pad 1a,ioca, if r.cc -y, oo a anico-by«nicc lmis. Mum may 
asap • Iowa' c:n:dit limit P"MIWII IO its travd cad IClvica in&FIFCh as such 
scrvica an: subject ID a bigbcr ill,· fit'n c of hud, wbacas i1 may wip a higher 
credit limit amoanl IO ptesutaa ibed loog distmr.c a toll-free KrViccs wtiicb 
generally arc DOI subject to such iii id, .- of fnud. By way of aamplc, Manis 
may td(,pl • mxllt limit lfflOIJlll for posl-paid travel cad ICl'Viccs or fifty dollars 
('SSQ.00) per momb and b pcsubiuibed loog dir&a.cc a toll-free rcrvias of one 
b.Dhd md fifty dolbn (SI SCl.00) per maalb.. Suc:b credi1 limi1 amoms will apply 
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to all· • dlt•-,.,.,. of agiYm service oo a~ buis. iuespeaive of sacll 
oe+1w1's ii» :me. ruidmlill locetioa, eaiploymall. r.icc. color, aocd. sex, marital 
dltllS. age CJ! u#i!lual origin. 

6. Scctioo 2Z7 (Governing Law) is am, 1dcd to &tale that the Tariff shall be governed 
by ..S COIISlnlCd in acoonlan,c,c wilh the rules ..S onlets of the Commission ml the 
laws of the Slate of Sooth Dakota. A revised Tariff µage 30 is attached hetdo a! 

Exhibit "C". 

7. Section 4.4 (Pnlmotic:.m) bas bem lFIJW'ldcd to SllllC that each Promotion shall be 
suhmiurd IO lhe Commissioo for filing priOI" to lhe effective date or 6llCh Promotion. 
A n:vued Tariff page 36 is ,uadwl bercto at Exlnoit MD". 

8. The Tlritr ii vnmdcd to add r,ew Section 2.28 (Inquiries or Complaints), which 
provides Customcn with ,pp,optiate comacl information for Maxxis and for the 
c.ammission in the cvait ofinquirica, complaints o disputes. New Section 2.28 is 
reflected in revised TuifTpage 30, attached haeto 111 Exluoit "C~ 

In additi(m, a~ Table ofCootr:nm, rdlccting the revisioos wbmined herein, is attached 
bercto It Exhibit "E". 

If )'OU b2vc any questions. please do oot bcsitmc to contact me. 

~= Maxxi.s Communications.. inc. 
(wilh enclosure) 
Oarlcs A. Hudak. Esq. 
(wi1hout enclosure) 
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Sode'ZJ~ 
Pnhliu Utilities Commission 

April 16, 1999 

Mlchaltl K. Slewa-1. Esq_ 
G8'ry, Friend & Saponov, UP 
Three Ravinia Drive, Sule 1450 
Alllw'lta GA 303<!6-2131 

VIA FAX ONLY 
no-395-0000 
3pages 

RE: Tr1111sfei ol Assets lnl Opecatiug Authority of Chony Conm.ncatlons, Inc. 
to Maxxis - TC99-009 

The Commlssionrecelved yoor Supplemet,l to this docket on MM:h2, 1~ . 
AA« a review lo the Supplement, the following questions need l.o be answered oy 
Maxxis Communications: 

1. Maiods's tariff at 2.6.4, 2.19 and 2.21 ~ lo limit liability of the 
wmpauy. Under South Dakota law, specific8Dy SDCL 49-13-1 and 49-1~ 
1.1. o person has the rir,iht to dam damages from a telecorntoonications 
wmpeny either befoCll lhe Commission or o court of wmpetent jlwisdlctlon. 
Before bringing this applk:ation before the Commissioners rot 
considenltlon, Is your client willing to voltriarily rescind these tariff 
provisions? If so, pl~ resubmit the appropriate tariff sheets with the 
provisions removed. Should you or your cl..nt wish to dlscuss this further, 
please coo:act Karen Cromer, staff attorney. 

2. Please list :he states In which the applicant Is registered or certified to 
provide teleconvTlunications services, not whete It has applied. ARSD 
20:10:24:02(10) requites ·A list of the states in wtlich tho eppffcant is 
registered or certified to provide t.elec:ommunlcations services .-· 

3 . · This Commission allows Sllbscribers to cftSPUte ba''ing.s up to 180 days 
followvlg the initial billing. Pteaso change lhe tariff al 2.6.5 from ·10 ~ · 
to "180 dllys". 

4. Please provide a copy d the guldlelines used by the epp!ic.ant f« 
dellwminlng Ad'tance Payment.a (lwfff at 2.8) • ... in the Company's sole 
opinion .. : "The Company, may, at its solo op(lon and disaetlon .... • • ... 
its ct9dil WOl'thi •ss is Mtablished to the Company's reasonable 
satlsflldion.. 
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5 Ploase provide a copy of the guidelines used by the applicant for determining Deposi ts 
(tariff at 2.9) " ... finaooal conditions is not acceptable to the Company, as determined 
in its sole opinion and discretion . • •. as the Company may deem ne<:e5$31)' in its 
sole judgement and d1scrotion • "The Company may, at its sole opllOn and diso-etion, 
accept • 

6 . Please provide a copy of the gu,'U>fines used by the applicant for determining C<echt 
Limitts) (tariff al 2.10) ''The Company may, at any time and at its sole discretion ... • 

7. Please replace "Geoqiia" ·.-ith "South Dakota" at tanff 2.27. 

8 . Please submit all Promotions (tariff at 4 4) to the SO PUC for filing in the tariff book 
before the promotion take:: place. 

9. Please add a 5llbsect1on fo< Disputes or Billing Inquiries. This subsecllon should have 
the oompany's name, addrass and loll free telephone number that a subscriber may call 
with a bill ing inqvlty or a billing dispute Also include la:iguage that if the subscriber 
does not agree with the r~lt of the snveshgation undertaken by the company that the 
subscriber may contact the South Dakota Public Utilities Convnission. The contact 
informauon should include the Comm1ss1on·s address and toll frt a te,ephone number 
and the TfY Relay South Oal<ota toll free telephon9 number. Proposed language is 
enc.Josed 

If you should have any questions regarchng the above items. p,ease feel free to c:orrt.ad me. 

HARLAN BEST, Utihty Analyst 

oc Karon Cremer. S ff Attorney 
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3 . 2 CU•lr99!r Cg;plaipt• !114£or B1111,na P\1P11,ttP 

CUatoaier inquiries or CQl!lplaints regarding service or 
accounting r..ay be 111ade in writing or by telephone to 
the COmpany at : 

a _ P36th Street, 2nd Floor 
, Florida 33166 

(8001 
Any objection to billed charges should be reported 
proq,tly to . Adjustments to CuatOtlll!rs • 
bill• ahall: be made to the extent that records are 
avail.Able and/or cirCUlllStances exist which reasonbbly 
1.ndicate that such chArgeo are not in accordance with 
approved rates or chat an adjustment may othervise be 
appropriate. 

arrwr21rrsstnttteneecr •==•• ammo =•= e 

The company will respond within seventy two ('i21 hours 
ot receipt o ! an inquiry. If the Customer is 
dissatisfiel with the company's response to a CQIIIPlaint 
or inquiry. che customer may file the Coawniuion for 
resolution c! the conflict. The South Dakota Public 
Utilities Cc:rmission can be reached at: 

soo East Capitol 
Pierre, SO S750l-5070 
(605) 7;)-3201 
(800) 2l2-l 7S2 
TT¥ thr,,ush Relay Service South Dakota
(8001 871-1113 

If a CUstome= ac~umulatea more than One Oollar of 
undisputed delinguent Blackstone 80 0 Service charges, 
the .. reserves the right r.ot to 
honor that customer's request for a Resp. Org . change 
until such u~~isputed charges are p a id in full-
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2 .• 6 amine and PA;)'IDCl)IS 

South Ouoca PublJc Ullbt,csCommmaoo Tuill'No. I 
Ori&mal Page 17 

2.6.1 Otha than prepaid services, clwges for Services will be billed to Customa on a 
monthly (30 cl4y) basis, in arreas. based on the Usm' actual usage. Customers will 
not be charged for uncomplded calls. 

2.6.2 All amounts sated on each monthly invoice are due and payable immediately upon 
Customer's rcc:cipt thcn:,of; provided. bowc\'CT, that charges incurred fur Savic:cs 
obtained via Prq,aid Calling Cards will be first debited against the balance of the 
amount (if any) prepaid IO the Company. 

2.6.3 Invoices unpaid after lhirty (30) days shall incur a monthly finance dwge on the 
unpaid bal;anr,at a r&tcequal to the lc:sscr of one and ono-halfpcrcent (1 .5%) or the 
maximum rate pcnniucd by law. 

2.6.4 Except a• ~ limited by Regulation, Customer shall be rcsponst'ble far 
payment of aJI c.'urges and for any and aJI usc of or access to Services provided to 
Users, including without limitauon any usc or oa:ess by Users which is IIDIUlborizcd, 
unlawful or fraudulenL Customci's charges for Travel Card or Prepaid Calling Card 
call$ an: subject to any applicable limilAlions established by any Regulation. 

2.6.S Excq,1 u olhawisc provided herein, the Company, at its sole option, may Terminate 
Services in the event Customer fails 10 pay any invoice wnhin thirty (30) calc:odar 
days after the due date stated thereon, subject to writt.en notice and to any olhcr 
applicable Cornmisiion Regulations. Notice. for purposes of Ibis Section 2.6.S, is 
to be dc:cmcd effective up.a mailing of written notice, p0$!age prcp3id, to Customer's 
last known ad.dress. Tcrminalion of Services by the Customer or the Company for 
any ruson whatsocva will ool relieve Customer of it.s payment obligations 
hereunder for all Service charges incurred by Customer through the c14te of 
Termination. Termination by CU$tomcr for purposes of Ibis Section 2.6.S will be 
dcc:rncd effective five (5) business days following the cl4te of Company's rcc:cipl of 
Customer's Termination notice. Customer .... ~11 be li:lblc for all costs of collection 
hereunder, including without limitation reasonable attorney's fees. Any mvoicc for 
Scrviccs not rusputed in writing by Customer wilhin one hundred eighty (180} days 
after receipt tbcra,f is lo be dccmcd conclusively correct and binding upon the 
Customer. 

Dy: 1lloow J. Cordy. l'rcsidcm 
Mu.lis ConwwllcahOIU. lDc 
190 I Moocrul RMd, Sul1e I OS 

Tucker. OA l~ 
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2.1g Disclaima: 

Sooalb Duca Pw>bc U~ Cam . svr TanlTNo. I 
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The Company will have no liability whatsoever to User, to its employees, agent&, 
IUbc:ool1acu,rt or assignees. or to any~ pcnon foe (i) damages arising out of any Olher 
Provideff' Performaocc Failure, (ii) any act or omission of any third party furnishing 
equipment, facilities or service to my Utct in conncetion \li.::h this Tariff or Ji the 
Services. or (iiJ) any other act or omwion of any Other Provider, User or third party rdatcd 
to tbc use or provision of Services hm:wldcr. 

THE COMPANY DISCLAIMS ALL REPRESENTATIONS AND WARRANTIES, 
EXPRESS OR IMPLIED, INCLUDING wrmour LIMITATION, ANY IMPLIED 
WARRANTY OF MERCHANTABlLITY OR FITNESS FOR A PARTICULAR 
PURPOSE FOR OR IN CONNEC'llON WITH THE PROVISION OF SERVICES 
HEREUNDER. 

2.19 J iroimioo nCJj1bili1Y 

2.19.1 Except as caused by its willful misconduct or negligence, the Comp411y's liability 
with n:spcc1 to any :ict.ion, claim,judgmcnt, damages, demand. liability or expense 
(including without limitation reasonable anomey's fees) (i) brought or iocumd by 
any User or :my o<her party in connection with the installation, provision, 
pnlCfflp(ion. termination. maictcnancc, rq,air or restoration of Service, or (Ii} lrisu.., 
from my Pcrfonnmcc: Failurt, will be determined in ac:cordance with S.0.C.L 49. 
IJ.-1 llld 49-1 J.1.1. 

2.19.2 To tbc extent permitted by any applicable Rqulation. tbc Company's liability for 
negligence will also be limited to the amounts described in Scctioo 2.19.1 bcrt:of. 

2.19.3 To the extent ~'Cl'Tilittcd by any applicable Regulation, the Company', liability for 
gross ncgligau: will also be limited to the amounts dc:.cribc:d in Scc:tion 2.19.1 
hereof. 

By: lbomas 0 . Cordy, Prcsoclcftt 
M.anu Communications. lac. 
19111 Moelreal a-1. S... IOS 

Tuc:ka, GA 30084 
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2.19 I iroi111ioa oCI jah,lily £gmJ.J 

Sov1h Dlto!a Pul>hc Uuhba CommmlOD Tutll'No. I 
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2.19.4 The Company·s liability for loss of profits (even if the ComJ)lllly has been advised 
of the possibility of such loss) or for any illdircct. incidental, special, consequential, 
cxanplaty or punitive damages~ arising. din,ctJy or indircc:tly, from or in 
connection with the provision or use of Services hereunder, will be determined in 
accordance with S.D.C.L. 49-13-1 and 49-13-1.1 . 

2.19.5 Except a.1 caused by its willful misconduci or negligence, the Company will oot be 
liable for defacement of or dam.ages IO Users' premises or for any pcnonal inJwy or 
death arising. directly or indirectly, from the ~.unishing of Scrviccs. inc;luding 
without limiWion the installJ.tion or teiiK>val of any w:ilitics, equipment or wiri'lg 
associated thcRwilh. Customer is solely responsible for collllCCting any md all 
appanlUS. equipment and asStlCia1cd wirina on Users' premises 10 the Sc:rvic;cs. and 
no other Cmicr or lhird party cngai,>ed in such activity is 10 be dccmcd an ;a.gent or 
cmp~ of the Company in this undcnaking. 

2.19.6 !RESERVED FOR FUTURE USEI 

By Thomas 0 . Cordy, l'raldenl 
Max,us~loc 
1901 M-1 Roed, Sw1e 108 

Tucker. GA 30084 
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lnirutatc T~Scmccs 
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2. 7.1 All fcdcnl, state, and local excise, sales, use and simillir I.Illes., will be billed by the 
Company as scpcatc line itans on CUSlome:r's invoice, and, except as olberwite set 

forth in Sections 2. 7.2 lllld 3. I. 4.A hcreo( arc not included in my quoted rlleS 
descnl>cd or contained in this Tariff. 

2.7.2 The Company rcsaves the riglit to assess a surclwge oo Ozstomc:r's c.bcges for 
Olllbound Sc:rviccs taminating 11., or inbocmd Services originating &cm. loc:alions or 
addi<W!i in lhosc 11a11:s levying. or asac:rting a right to levy, a gross receipCs we or 
similar use sG1-n1 oo the Company, opcrationa cc on intrastate accas ~ 
inarred by !be Cocupmy in S!lCb stale(•). Tbc sunilargc will be caJc:uJned pro rata 
based on the amount Omomcn tot..! mc:nhly charges for Scmces provided to and 
billed to a Cwaoma's localioo or Authoriz.atioo Code in such swe(s) bears to the 
~y's IOtal mamhly 1eccipls subjecl to said tax or assessment in such stalc(s). 
The surcharge will appear as I line item on Cuslomer's invoice. 

2.8 (RESERVED FOR !FUTURE USEI 

By: n-..s 0 . Cordy. Praacb1 
~C- rra-. lDc. 
1901 MocuJ 11.oad.. Sul&C IOI 

Tacm, GA 30084 
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2.9 (RESERVED FOR FU1lJR.£ USE! 

2.10 O:atil limit 

The C.Ompmy m&y, at any time lll'ld at its sole· discretion. set II Credit Llmit fur aay 
Otslomer's consumptio(, ofSoviccs for any monthly period. 

Br, TllCllms 0. Cordy, l')cudct,t 
Nau Cor:mweriariom lDc. 
1901 w-...1 lt-s, SoDIC IOS 

nda, 0A 300l4 
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Oripa1 Pace 30 

2.2S EPD foo;c •ad Effix:t 

Should any provisioo or portion of this Tariffbe held by a cow, or administrative agcmcy of 
compdcnt jurisdidioo IO be iUegal. invalid, or WlCnfon:cablc, the rmurin.ing provisions of 
this Tariff will remain in full fOIU and effect. 

2.26 cw,w a4io,n 

Customer shall coopcnte with the Company to the cxlCOt r,cc;csu,y for lbc Corupany so 
discbargc its obliprioos baawdu 111d as I uiab1y requested by lbc Cwq11ny. 

2.27 Gaxcrniaa Jnr 

This Tariff is t. be paned by aod comtrued in axoofancc: with the mies 111d orders of the 
Commissioll llld the laws of tbc Stale of SoG!b Dakoa 

2.28 tnqpirio c,r C.nrnplaintJ 

C~ inquiries or complaints ~ing $C1Vic:c or xcounting may be made in writing 
or by ldcpbooc ~ the Company at: 

Manis Communications, Inc. 
1901 Monucal Road, Suite 108 
Tucker, Georgia 30084 
(800} 270-3788 

If the CuslOrncr is dissatisfied WWI lbc Company ' :s I cspome IO an inquiry or c:ompbinl. tbc 
Cl!#Olocr may petition lbc Qxnmmioo for n:soluti n of the displlc The 0-111 i ,mn may 
be contacted at: 

Sooth Oalcou Public Sctvicc Commission 
SOO East CapilOI 
Picm:., South Dalc:oUI S7S01-S070 
(60S) 773-3201 
(800} 332-1782 
TTY lhrougb Relay ServiClC South Dakoc.a - (800) 877 -1113 

Br. ni-s 0 . Conly, P1 t C 
MmJtCa lac. 
t,01 ~ ltc .d. S.. IOI 

Tlc..ht, 0A 300&4 
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IJuraswc TelccoawN•niariom Sctvm 
Mmil Co<& ........ me. 

RATF,S 

4.1 Bctllro Orrk Ow:&c 

Soullt DalcOII Public: Ulil,llcs Ccmmmioa Tarifl'No. I 
On,=J "*le 36 

The Customer will be charged rwcoty dollars ($20.00) or the appliable sullttory mum 
chcct ctmgc (if 11:11)'), whicbc:Ycr is s,eater, whencvicr a check or draft prt:ICULcd for parymc:nt 
of Service is di.shooorcd by the institution upon whic;b ii is drawn. 

42 J .ate P.aymmt Omic 

Invoices unpaid alla thirty (30) days shall incur a lllOlllhly finance charge on the aapaid 
belmc:e at a raie cqaal co lbe lcsscrof ooc aod or»halfper=tt (1.5%) or the maximum ate 
pamined by llw. 

4.3 Ro ,,11•,,;,,. Ecz 

A charge of twenty doll~ ($20.00) or the applicabl • SWUIOr)' dmgc for m oao:lioa of 
Savice (if any), wbicbcver is gn:ater, will apply whcl. :vcr a User !'CQ\IC$IS IO be m 011 ltd 
to the Savices afta the Company has Tennillllted the Services to User for 111y rca,oo 

allowed by Ibis Tariff. 

4 .. 4 Pmrnotjaos 

The Company may from time to time engage in 'f)CCial promotions of new or cxictina 
Service 11ffi::rings of limited dW'ltion designed to attTICt new c:ustomen1 or co ux.m 
existing t.•'SfOl:Dl:I' ._ of a particular offering. Tbe promotioaa1 olraing, arc subjcd 
&othe availability oflhe Services and l'!llY be limited llO a specific geograpbical ma or co a 
subset of a spcci1ic:: mart.et group; provided. however, all promotional ofTcrin abaJI be 
ofTm:d in accordance with applicable Rcgulatioos, and any promotion.al offering will be 
filed with the Commission prior to the cfTcctjvc date of such promotional offering. 

4.S Mivrllerxtt1n Beres m1 Cbaqcs 

The Company may adjust its rates 1111d charges or ims-e additions! rates 1111d clm]ICI oo its 
CuslOmers in order IO R!OCM:1' IIIIIOUll!S it is required by govanmcmaJ or quasi-go.en11 - 14JI 
authorities IO coll«t from. or pay to ochcn, ir, support of swutory or regulatory p1~ ans 
Eumplcaofsuch sn,g.am include, b.;t arc not !united to, the Univc:rsal Service Fund, die: 
Primary lnten:xch.mge Carrier Qmge. and compcuation to pay tclcpbone tavicc providm 
for lhe u,c of their pay tclq,honcs to aoccss lhe Company's Servica 

0,: n.... 0 . Cardy, Pra..ia. 
Mau C 4 ; 1, me. 
1901 MGaal ao.1. S.. 108 
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BEFORE THE PUBLIC UTILITTES COMMl~ION 
OF THE STA TE OF SOUTH UAKOTA 

IN THE MATTER OF THE RUNG FOR } 
APPR<:NAl. OF TRANSFER OF CERTIFICATE ) 
OF AUTHORITY FROM CHERRY ) 
COMIIUNICATIONS INCORPORATED TO ) 
IIAXXIS COMMUNICATIONS, INC. } 

ORDER GRANTING 
TRANSFER OF CERTIFlCATE 

OF AUTHORJTY 

On Janua,y 26. 1999. the Public U!ilibes Conwnoss,c,n (Commass,on). ,n ~ w,th 
SOCL 4~1-3 and ARSO 20 10.24 04 01 and 20-1024 04 02. re.:eMld an applcatioo to, the 
balS1e, ct• cer.,flCllle ct aulhcmy from Cherry Commoocabons lncc1po1ated (Chetry). to Mmcas 
Cornmiri::atxln. Inc. (Mmca:s) 

Mmioos P· v: 1 e, 1o ~ ~ direc:I c1a1 ww::a. _., 1a1 semce. 1a1 rr- eoo and 
888 ,-.,Ices and pepao c:aling cards Willwt Scull D1ko1a. 

On Ja'uay28, 1999, the Comrrnsoon eladlo...c:aly ba&nill~ nobC8 ct lhe filing and the 
""••---ltioi-, deidii• d Febfulry 12. 1999, lo•• 1 nad ~ and e.• t • No petitions ID 
Im-°' c.o,111•1ts-.. fiecl and It iU Mey 12. 1999. mNling, lhe Colnms$,Qn c.o,asideled 
MaxJds' request for II a .sfa d 8 CMlifiaaea d a.ct'lonfy. Corrmlss.cln Staff l1ICOi I I 1181 ldecf g, a D lg 
• ce.tJfiea!e of aulhorily. 

The Cornrftssaon finds that it has Jl,ffldidion CMN' this matlef' pursuant 1o °"'*' ·~ 1, 
-spea--""icalt..._ 4~ 31-3 and ARSO 20:1<t.24:0C 01 and 20 10-.24:04.02. The Corm1i:ssion finds lhal 
Mmcds has met the legal requrements establshecl to, lhe "'. ;ti, ,g of • Ollitificate of aultlonty. 
Mmoas has. in ac:conial'lc:e Witt\ SOCl. 49-31-3, de.,a.sii-..d sul'lica1t t&d•.c.al. financill and 
managenal capatlilCIH to off.- teleoommun,calions $OIVices In Soulh Oali:O!a. The Coi111auicw1 
...,,:oJeS Maxxls' lj:~ilcafJc-, lor• ce.16.ate ol aultlonty lu lhe Cormiss,on's final decision in this 
mall«. • ls the. efol o 

ORDERED. lhal Mu:m' 8Pl*Cation f°' transfer of a c.¥tfficate ct authority from Cherry is 
~g,a'8<1 HIS 

R.RTHER OROERa>. ltlld MD::cn shall file w,fo, mational oop,es ol tanff changes wilh the 
Co, I Ii il$SiOO 8S the cf'.- ,ge5 OCC,. 

o..d It Pierre. South Oakda. this / ;:,d ~ of May. 1999. 

cac 1wc:.a1"! o, a a zc 

n. ...... ...,., ....., --- .. -____ _,_ .. ,...., ............................... .... ..,- .. ..,---. .. ..._., -nr-:-'-----
... ~~ 

1 / / °* . 2 If 99 T l 

BY ORDER OF THE COM'.11SSION: 



SOUTH DAKOTA PUBLIC UTILITIES 
COMMISSION 

CERTIFICATE OF AUTHORITY 

To Conduct Business As A Telecommunications Company 
Within The State Of South Dakota 

Authority was Granted May 12, 1999 
Dod(etNo. TC99-009 

This Is to certify that 

MAXXIS COMM UNI CATIONS, INC. 

is authorized to provide telecommunications services in South Dakota. 

This certificate is issued in accordance with SDCL 49·31-3 and ARSD 
20:10:24:02, and is subject to all or the cood1t1ons and limitations contained in 
the rules and statutes governing its conduct or offering telecommunications 
sennces. 

Dat:ld at Pierre, South Dakota, this ;,tel day of ~ . 1999. 

SOUTH DAKOTA PUBLIC 
UTIUTIES COMMISSION: 

~ 
' ~ )\;__(__µ) -

PAM NELSON, Co missioner 




