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i’ublu Utilities Commission

Repistiation of  Z-Tel Communications, Inc. to Provide Facilities-based Local
¢ Serviee within South Dakota

s, Ballasl:

r filing are the original and ten (10) copies of the registration request of
s, Ine. for authority to provide facilitics-based local exchange service v thm

s §s anr cheek in the amount of $250,00 to cover the filing fee.

wekmowledge receipt of this filing by date stamping the extra copy of this-coverlet
g it to mein the self-addressed stamped envelope. e
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BEFORE THE SOUTH DAKOTA PUBLIC SERVICE COMMISSION

REGISTRATION OF
Z-Tel Communications, Inc.

st o Rule 20:10:24:02 of the Commission's Telecommunications Services Rules, -Z,-"Tc]

eiumtions, Ine, ("Z-Tel") submits the following registration information:

8 The applicant's name, address, telephone number, facsimile number , E-mail address and

whether the applicant is a sole proprietorship, partnership, corporation, lim‘ii‘éd?{llab‘llf,,uy‘
warporation, or limited liability partnership. ' o

Z=Tel Communications, Inc.

601 South Harbour [sland Bouelvard
Suile 220

Tumnpa, Florida 33602

Telephone: (813)233-4611
Facsimile: (813)233-4620
E-mail: tseat@.z-tel.com
Web site: www.z-tel.com

2-Tel Communications, Inc. is a Delaware corporation.

Hsole proprictorship, the full name and business address of its owner; if a partnership;:th
mue and business address of each partner; if a corporation, a listing of the full nam

husiness address of each corporate officer and director; if a limited Hability corporation; the

full name und business address of each partner.

Z-Tel Communications, Inc., (Z-Tel) isa wholly owned subsidiary of Z-Tel T¢ [

Ine, Corporate officers and directors for Z-Tel Communications, Inc. and itsparentcemp
are listed below, All officers and directors may be reached at the company’s headquarters
address listed above. :

Z=Tel Communications, Inc. Officers and Directors: ;
D, Gregory Smith President, Chief Executive Officer and'D
John M. Hutchens Director
Mark H. Johnson Sccretary and Treasurer

Z-Tel Technologies, Inc. Officers and Directors: g

D. Gregory Smith President, Chief Executive Officer, Chairman
the Board and Director

James Corman President - Consumer Services i

John M, Hutchens Senior Vice President - Chief Financial Offi

Charles W, McDonough Senior Vice President - Chief Technology Offi

J. Bryan Bunting Senior Vice President - Engineer 18
Technical Support '

James A, Kitchen Senior Vice President - Chief Architect

Mark H. Johnson Secretary and Treasurer

Robert A, Curtis Senior Vice President - Strategic Plannin

Doug W, Jackson Vice President - Marketing '

&

Sas®

g




tom of its prineipal office, if any, in this state and the name and address of its
ort pegistered ngent. L

s e priteipal offices in South Dakota,

¢ o ont-0f-state corporation, a copy of its certificate of authority to-
in Sauth Dakets from the Secretary of State, :

of 2-Tel's Certifiente of Authority to transact business in South Dakota-is:ir
et H, E

‘,4_ )

i which Z-Tel has filed for Local Bxchange authority and the dates ofappr

;. Iz, s 0 wholly owned subsidiary of Z-Tel Technologies, Inc. a publ
AL An arganization chart of the parent company and all affiliates ma
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S e ices the applicant seeks to offer and the means
iy whieh the services will he provided includin

g:

{u} Informution indicating the class of customers the applicant intends to serve.

Z=Tel Communications, Inc. proposes primarily to serve residential customers.

iy Information indicatin

& the extent to and time-frame by
serviee through the use of its own facilities,
elements, or resale,

which applicant will pr
the purchase of unbundjed:

The compnny also intends to provide local exchange service in South Dakotaas a facilities-
trased provider using an unbundled network element platform (UNE-P) of'the incumt nt:
local ¢ change company. The company anticipates service ayai lability within 3 ¢ »
obfaining its certificute and receiving approval of its interconnection agreement. = -

by Adeseription of all facilities that the appl
exihange services, including any facilitie

icant will utilize to furnish the propb‘sedvlo,cél'
s of underlying carriers. :

Lol will offer service through UNE-P utitizing the facilities of Qwest, the incumbent]oeal”
% pecompany. Z-Tel will rely on its facilities-based underlying carrier for the of
ek maintenaniee of the local exchange network.

fufy Hformation identifying the types of services it seeks authority to provide by referen
fo the general nature of the service,

£-Tel Communications, Inc. seeks authority to provide local exchange service, cus
vallingand CLASS features, local operator assisted services and other services basi
change service. The company’ premierc offering is a bundled telecommunications
I includes logal, long distance, specific custom calling/CLASS features anid v
ners will receive a specific number of minut
¢ offering and are in that way e
starners that do not want to pre
esubseribe to any interexch

nd-voice mail
es of long distance with the
neouraged to select Z-Tel as its long’distance car
subscribe their interexchange service to Z-Telwill'b
ange carrier that is presentin the Customer’s speci

i Aservicearea map and narrative description indicating w
posedd 1o be served by the applicant,

ith particularity the geogxfa'pligic:

nds 1o offer its services initially in the territory
wiion s available in other areas of the gt
BACEUON sgreements, the company

now served by Qwest Corporation
ate, and the company can enter Anto
anticipates expandin g its serving geographic arex;

Registratio
Z-Tel Communications




fon regarding the technical competence of the applicant to provide its propasegi".loéﬁi*

i Sprvices ineluding:

{3 A deseripton ofthe education and experienceof the applicant's man‘agementpers‘(mﬁél‘ '
wiio will oyersee the proposed local exchange services. S '

nnel is attached at Attaczﬁ

& copy of urrent resumes of Z-Tel's management perso

ih fformation regurding policies, personnel, or arrangements made by the
whieh demonstrates the applicant's ability to respond to customer™
frgquiries prompily and to perform facility and equipment maintenance n
cnsure complinnee with any commission quality of service requireinents.

nt's ability to respond to custo er

Any questions regarding policies, personnel o the applica
gorpplaints should be directed to:

Timpthy Heat

e President - Regulatory Affairs
ok ‘_jmnjafnunicmions, fne.

Soth Harbour Island Bouelvard
i 990

npa, Florida 33602

oM (811 233-4611

Telephon
faesionle
{rpail;

($13) 233-4620
tseat@ 2-Tel.com

stomers with' aceess to er
interexchange services

1, fafprmation explaining how the applicant will provide cu
ens such as 911 or enhanced 911, operator services,
jstanee, and {elecommunications relay services.

T

fe) will enfer Into an interconnection agreement with Qwest Corporation. Unde an-
ment, Z-Tel cuslomers will be able to access emergency gervices such ag911 orenh
by ey will be routed through the underlying carrier to the appropriate emergency ag ng
ariginating location, Access 10 local operator services, directory assist nd
ailable. Z-Tel Communicatioﬁsf'Sep therates:

smmunications relay services willalso be madeav

its sgrvices and handles its own customer gervice.
i1 Finanvial information including:

For the most recent 12 month permd, financial statements consisting of balancesheets,

1ul
come stutements, and cash flow statements.
ial statements. Z-Tel

The company requests waiver of the requircment that it provide financ
_Tel Technologies,

provided the most current financial statements of its parent company, Z

ine. s Atiachment V1

3541 1§ u public corporation, the applicant's latest annual reportand report to stockholders.

and does not have an annual report to stockholders. Z-Tel’s

parent company has not yet issued an annual report t0 stockholders. In addition to the
fnangial statements, Attachment V1 contains press releases with updated financial
information, The parent company issued its first public offering 4Q1999.

7.7Tel is not a public company

Registration of

7-Tel Communications, Inc.
Page No. 4




ibst

s when a UNE-P offering becomes available.

Tha UWkely timing of initintion of interconnection service and a statement.as o 'wh
negatintfons for interconnection started or when negotiations are likely to start.

Fed sticipates an fntereonnection agreement with Qwest by 2nd quarter 2001,

A Capy of any request for interconnection made by the applicant to any localex

1 i &
E4L

T

Fhe conipany has not yet requested an interconnection agreement.

Q L hml pmcs lox its noncompetlt)vc or emerging competmve Services an v
Iy seewntil an intereonnection agreement is signed.

serviees 10 new customers. The company does noet utilize any form: of ‘
i the sale of its services. Attached are sample direct mail pieces preparé

e appiicani Is seeking authority to provide local exchange service in‘the service are
telephonie company, the date by which the applicant expects to meet the service o
fmpesed pursuant to §20:10:32;15 and applicant's plan for meeting the-service oblig:

b5 not seeking authority to provide local exchange service in the service area o
i SRMpaLy.

Z-Tel Communicat

ign an interconnection agreement with Qwest Corporation and wnth other‘jv -



ts ﬂw nppl;(‘nui is reglstercd or Lcmﬁed to provndc‘

fic hmcm !H

R e kst ar,

ent - Regulatory Aftairs
oramepieations. Inc.

eyupbier{ - H‘Al 1-4572) /~lcl customcr service isavai
wer day, 7 days per week,

i apnlicamt’s policles relating to solicitation of new custome
appieant shialluse to prevent the unauthorized swntchm;, v of;
Heant, its gmployees, or agents,

Registration of:
Z-Tel Communicationsi“nc;




i wind pature of complaints filed against the applicant with any state or federal
sl reparding thie wnanihorized switching of a customer's telecommunications provider
Hie gt of chorging customers for services that have not been ordered. S

i

seiuests a waiver from ARSD 20:10:32:03(14) requiring cost support and fromthe requiremen
fiisaneial stalements. The company has addressed these issues in items 11 and 14~

dersl Tix ldentification Number.
G F»r?d‘zfm} T;’vlg"mcm:iﬁcminn Number is:  59-3486356

seination requested by the commission needed to demonstrate that the appli
\ancial, and managerial capabilities to provide the local exchange servi

sufTielent technieal; fir
i nilesand

ety to offer consistent with the requirements of this chapter and other applicable

=0l tas experience operating as a local exchange providers in several states. The company ha
7000 residential local exchange access line subscribers. Please See Attachment

» on this issue. Based on the company’s experience and proven track record,
Iy technically qualified to provide local exchange service in Idaho,

Submitted by:

=V

i“'i;?{mhy Seat
Vice President - Regulatory Affairs
Z-Tel Communications, Inc.

Registratior of
Z-Tel Communicat
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2-TEL TECHNOLOGIES PaGE B2

State of Delaware

Jffice of the Secretary of State eace 1 '

wp #He FESTATED CERTIFICATE OF "Z-TEL TECHNOLOGIES, INC.

s EE MAME PROM *7-TEL TECHNOLOGIES, INC." TO NE_TEL
s8¢, g, s, TILED IN THIS OFFICE ON THE SECOND DA

FE44%81  BIOU

4’%3 % 1 “iﬁ@ E %
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L5 S g B8 (L Z-TEL TECHNOLOGIES

F1~F F LRt 7-TEL TECHNCLDGIES

RESTATED CERTIFICATE OF INCORFORATION

7 TEL TECHENOLOGIES, INC.

Techavlopies, Inc, & corporation organized and existing under the laws 0

P aware, hereby tertifies as follows:

of the corporation is Z-Tel Technologies, Inc. The date of filing o
figare of lncorporation with {he Secretary of State was Jaguary 15, L
s neme Diymyps Telecommunications Group, Inc.

i

g

Tie text of the Certificate of Incorporation as amended or supplement
(e further smended hercby to read us herein set forth in full: :

i The name of the corporation is Z-Tel Communicetions, Inc.

% Tive address of its registered office in the State of Delaware is Corpo
"Frust Ceoter, 1209 Orange Sueet, in the City of Wilmington, Count
#ew Custie. The naume of its registered agent at such address is 1

Corpotation Trust Company.

3. Fise nature of the business or purposes 1o be conducted or: pr,omo‘tad’:{ m ¥
pugage in sny lawful act or activity for which corporations mey b
orgunized under the Gensral Corporation Lew of Delaware.

4, The totad munber of shates of stock which the corporation shal
gulhority to jssue is One Thousand (1,000) and the par value o
such wlures i Zero Dollars and One Cent (5.01) proounting:
sgyregale to Ten Dollars and No Cents ($10.00), '

The bogrd of directors is authorized to meke, alter or mpca'i'ﬁle:‘BYﬁ« 7
the corporation. Election of dircctors need not be by written ballot -

8, The name and mailing eddress of the sole incorporator is;

'LBUW- V“ﬂlﬁ

Corporation Trust Center
1209. Orunge Street
Wilmington, Delaware 19801

7. A director of the cotporstion shall not be personally ligbl
rorpurstion or its steckholders for monstary damages for brea
fiduciary duty as a director except for lmbility (i) for amy breach
director's duty of loyrity 1o the corporation or its srockholders; (i
of omissions not in good faith or which invelve intentional misco




81 3273 BHEL Z~TEL TECHNOLOGIES
81 F-d 736061 Z+-TEL TECHHDLOGIES

s knowing viclation of lew, (iif) under Section 174 of the D
General Corporstion Law, or (iv) for apy transaction from ¥
direstor derived an improper personal benefit :

. The corporation shall jndemnify its officers, directors, employ
agents to the extent permitted by the General Corporation: L

Dislawnre,

his Hegtated Certificate of Incorporation was duly adopted by tbeB
i weenrduase with Bections 241 und 245 of the Genera] Corporation Law.
lgwware, The corporation has not received paysment for its capital. '
This Hestated Centificate of Incorporation shall be effective on April 12;:139—9
T WITNESS WHEREOF, said Z-Tel’ Technologies, Inc, has: éauS'
esie o be signed by D. Gregory Smith, its president, this 2™ day of Apml,

B Gregéry Smillh, President



& Cortilicate of Anthority
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CERTIFICATE OF AUTHORITY

1, JUTCE HAZELTINE, secretary of State of the State-
th Dakota, hereby certify that the Application faor
{eate of Authority of Z-TEL COMMUNICATIONS, INC.
transact business in this state duly signed and
4 pursuant to the provisions of the South Dakota .
ign Acts, have been received in this office and -

und to conform to law.

CCORDINGLY and by virtue of the authority vested in:

. py Law, T nereby issue this Certificate of Authority:
- aitach hereto a duplicate of the application te -
.zt husiness in this state under the name of Z2-TEL
MUNILCATIONS, INC. L

IN TESTIMONY WHEREOF, I have
hereunto set my hand and
affixed the Great Seal of the
State of South Dakota, at
pierre, the Capital, this

May 28, 1998.

JPACE HAZELTINE é/
Secretary of State




RECEIVED
FILE NO
RECEIPT NO'__—W

:‘1}*::;&1‘ ON FOR CERTIFICATE OF AUTHORITY 4 3E0. GF $TAT

- AT-87, the undersigned corporation hereby applies for a: Cemf'mte
i w; Slste of South Dakota and for that purpose submits the! ollowing

£:Tnl Compunications, Inc,
{Exact comporate name)

e dons aol contain the word "corporation”, “company”, " orated"‘
i #blireviation of one of such words, then the name of the orporatlonv
it elects to add thereto for use in this state is

Azare 4 Federal Taxpayer ID#_59-3486356

I R ] LT

and the periad-of its
Sl YR

A office in the state or country under the laws of which it Is incometated is

o Jialavace. , Zip Code_39801

T — : : 2ip Code ..

agnl that there is no street address, of jts proposed registered office in
T wrpwmion System. 319 £, Coteau

Bimops, South Dakera Zip 575u1
mistered agent in the State of South Dakota at that address is

0

m pursue in the transaction of business in the State of South Dakota
£é ,’smmmunicnmons servicas i

idresses of ity directors and officers are:

th‘fiic&r Title Street Address City State

g LR Lo CEO 777 S. Harbour Island Blwvd.. Ste, g
R X T . Tampa.. Florida 33602 i
177°S. Harbour Island Blvd., Ste. §
Tamna, Flarida 33602 il
777 8§, H? b r Island Blvd.. Ste, 9%
Tnm{pg ke 33602 e

which It has authorty to issue, itemized by classes, par value of shares,
A ary, within g class 1!

Par value per share or statement that shares-are
Geries without par value

Connan Stock 50.01




W pggregaie number of its issued shares, ltemized by classes, par value of shares, shares without
v, and senes, if any, within a class, Is:

Par value per share or statermnent that shares are

Class Sefdes without par value
Comman Common Stock §0.01
’ it of it slated capual 5% 1

@t dvnen ;:«sr value equals stated capnal in the case of no par value stock, statﬂé‘d'
sratinn recaived for the issued shares.

; gpelication is accompanied by a CERTIFICATE OF FACT or a8 CERTIFICATE OF GOQD! ST DING
1 ,ﬁwmﬁ{;m by the secretary of state or other officer having custody of corporate records in‘the - s ate'or
whoge laws it {5 Incomorated, o

such camporation shall not directly or indirectly combine or make any contract with any. |ncorperated
fsrainn or domestior through their stockholders or the trustees or assigns of such stockholders,
sopatnership or association of persons, or in any manner whatever to fix the: prices; limit
s or regulate the transportation of any product or commodity so as to prevent competition
5, production or transpontation or to establish excessive prices therefor.

imat such comoralion, as a consideration of its being permitted to begin or continue deing - business
i ﬁmm of South Dakota, will comply with all the laws of the said State with regard to: forengn

i must be signad, In the presence of a notary public, by the chairman of the boardbﬂ‘fﬁjké’ctors.
eyident or by another officer.

S AND AFFIRM UNDER THE PENALTY OF PERJURY THAT THIS APPLICATION IS IN ALL THINGS,
DOORRECT

B, e AL, 4 73 O/(\T O/

. \va
(Signature) p, Gregoré/Smith

Pbresidant

(Title)
day of N =) , 19 j__é_l__, before me Dolorene M. Sackman
L. Gregory Smi th _known to-me, or proved:t

of the corporation that is described in-and that-ex

mni ang acknowledged to me that such comti:a
sian B § ; 7/'12/02 et
= DOLORENE 14, SACKMAN (Notary Public)
MY COMMISRIN f., SLHY]
EXP!RES Febryame 1 2
mmw*k********-&*a ok ke de e e e sk ke de e Fo e

43
e m..___‘. e -

W
d“u&r bum at of hppu.ntment below must be signed by the registered agent listed in number six.

GCZ‘&EEMT OF APPOINTMENT BY THE REGISTERED AGENT
i, 2.0 Zorporation Svetem == ., hereby give my consentfetq :as:the“’-

{name of registered agent)

e anent for Tel Communications. Inc,

A
) (Cﬂfpmate name) \{r\co' ORAFION SYSTEM

a9y 27 1874 |
- B Lﬁ{/{ﬁgﬁamm of registered S§AHER F. S50

ASSISTANT ShCRETAR'




ATTACTHMENT HI

Listing of Existing Approved States

’aimg,- \Utho*nv




L COMMUNICATIONS, INC,

Prate Filed Date Approved
FO/15/98
9/18/00
Pending
6/8100
5124700
Pending
Pending
RAX1/98
$/30/00
F1/5/98
. 7120/00
B/ 1171100
IR0 Pending
32100 6/7/60
GAI9798 7119/98
345100 5/18/00
1 1/BAI0 Pending
H/R1O8 710/98
321700 6/7/00
AN 3/22/00
G900 F1/9/00
6719498 11127/98
Q2800 10/16/00
972500 9127100
5418400 9712100
H0/24700 Pending
M2500 Pending
HY2M00 Pending
SR8 7130/98
926400 Pending
S/26/40 7/29/99
1L2A0 Pending
TE14/9% 11220198
6711798 3/4/99
G100 9125100
8/20/00 9/28/00
Pending
64197498 8/13/98
RALR00 10/23/00
Y00 Pending
' 08 9/23/98
D8 9/9198
G2R00 Fending
I8 8/18/98
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Corparate Organization Chart
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Z-Tel COMMUNICATIONS, INC.

MANAGEMENT PROFILES

srEy Sl

i a founder of the Company and has served as a Director, President and Chief Executive Officer-

aty 1998, Mr. Smith was a director of Premiere Technologies, Inc. from 1991] to:: “

age president from 1994 10 1997 and vice president from 1991 to 1994, From 1987101991,

management ond financial consultant with Olympus Telecommunications, Inc. and Olympus

catipanics that he founded. Mr. Smith has also held positions with NationsBank of Florida

 Hank of Florida, Mr. Smith reccived his s B.S. in Commerce from the University of\/lrgmla;

5% 1% Prosident of the Consumer Services division for Z-Tel Communications, Inc. and has
sied April,

served. -

2000, Prior to uccepting this position, and from 1989-April, 2000, Mr. Cormdn v

et ol Touch | Communications, a nationwide long distance company, now a wholly own‘e’d"’

s of £Tel Technologies, Inc. Prior to Touch I, Mr, Corman was Senior Vice President'w‘i't

At that time the fourth largest long distance company in the U.S. Mr. Corman. began his- career -

weammications in 1969 holding various positions within Southland Communications corporatlon o

Prosident from 1981-1987, Mr. Corman holds a B.S. from Auburmn University and an M.B:A: from(:“'

by of Texas,

N Hutchens

s has served as Senior Vice President - Chief Financial Officer since September 1999, From 19824

b FO9 Bewas an employee and then a partner at Arthur Anderson LLP. Mr. Hutchens received a B,

ey from the University of Hlinois, and a Masters of Health Administration from the Ohio State‘

i Mr. Hutchens is a Certified Public Accountant Jicensed in Florida.

ten WY, MeBanough _
eDansugh has served as Senior Vice President - Chief Technology Officer since August 1998. Fro '

I 1948, he was an employee and then a & partner at Anderson Consulting LLP. M. McDonoug

3 3hA. in Industrial B ngineering and a M.S. in Industrial Administration from Carnegie Mello




Ao

T

i

P

yil

1, Jol

wed as Senior Viee President - Engineering and T echnical Services since January:_l‘999;; .

PSR Viee president - Z.Tel Business Networks from August 1998 1o Januar’yr‘19'9f_.__ :
e was officer of NationsBank, serving most recently ag

I Bunting atiended Olg Dominion U

Senior vice presiden =
niversity,

i ¥

Seeretary and Treasurer of Z-Tel since August 1999, From May 1998 until ‘]'i'js
WO Wk employee of Olympus Manag
Wit i employee of First Union Natior

setiinr Viee Presiden - Strategic Planning since July 1999, From Ma

President - Business Development and Legal Affairs
ney at the Houston office of Fulbri
complex federn) litigation, Mr,

y 1998 1o June:

at Z-Tel. From Septeniber:
. Cririds was an atior

&L il

Curtis graduated from the Dyke University:

il his B.A, in Phi losophy from Trin; ty University and his Docior of Philosophy

i as Vice President - Marketing of Z-Te since June 1999, From 1996 ]

Coca-Cola Company
oot manager for Krafl Gener

sind his M,B,A, from the

1roughg1'9'9:',,‘9f'
and prior (o that frop 199210 1996
‘al Foods Corp. Mr. Jackson received his
University of Michigan,

seor brand mana ger for the

B.A. from‘th'jc;
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Figanetat Information




hitpeAnin corportetrnetireye/i < Beseript=410&luyo item Ad=1291

ris Record Operating Resuits and
' Improved EBITDA for Third Quarter >

HESS WIRE)=-Nov, 2, 2000--

Turn Ag Higher Volumes, Improved Operating Margin
grage Core Overhead Sharply Increased Revenues,
nd Bubscriber Count All Meet or Exceed Consensus

Count Grows $1% From Second Quarter to 256,000

asad 36% Sequentially Over Second Quarter2 OO‘O"_’to.vs;'f

tihan iy Naw Funding Agreements Announced

nt and Chief Executive Officer of Z-Tel Technologies; i
3, today announced better-than-expected financial resut
ek ming munths ended September 30, 2000, S

#d, "Z-Tel delivered strong financial results in the thir q
L0 @dd record nymbers of subscribers and attain. greater
: the organization. While Z-Tel Is one- of the fastest

tions companies, we have been able to simultaneous|
ins and other key operating metrics, We believe
:¢ and marketing, operations and financial‘standp
zach positive EBITDA during the first half of 2001

-Tel's revenues were $54,415,000, up 36% sequentia
1 second quarter of 2000, Z-Tel had negative EB
920,000, 2 13% sequential Improvement from:negat
na quarter of 2000, The Company's loss for t} hi
nelicial conversion and warrant accretion related to'thi
praterced stock, was $22,978,000, or $0.69 per shar
H $23,085,000, or $0.70 per share, for the second qu

5 5108,548,000 for the first nine months of 2000 from
first mine months of 1999, Excluding the beneficial ‘conversiol
tharges related to the Issuance of Series D preférre
§ $61,509,000, or $1.87 per share, for the: firstt
1,000, or $1,71 per share, for the comparable’prio

12000:8:29 &




WP W corporite-ir, nevireye/i... &seript=4 | O&layoul=7&item_id=]29

very pleased with subscriber and revenue growth,

» the new efficiency that we are seeing in our

wed to expand the market available to Z-Tel by
the beginning of the third quarter - Georgia,

and Hineis - which has doubled our potential market
- from 22 million. We also continue to improve the

‘ ¢ bundle of service with the recent addition of

-ty of America(TM) service announced today. We are
ur misrket gengraphically by entering additional states
rter and garly 2001,

» W are also quite pleased with the confidence expressed by
during the past four months as we raised $156 million in
funding commitments In a challenging market, In addition to a

] k round announced in July 2000, we also closed or

SRS o a §50 million recelvables funding facility and announced
inig o %50 million preferred stock investment by a Brown
unaged fund. We believe we are welf positioned to continue
ters ahead,”

il hold & conference call to discuss this release today at
i tme, Investors will have the opportunity to listen to the
he Internet by going to www.z-tel.com and clicking Investor
}to the following web sites - www.streetevents.com or
Hfteen minutes early to register, downioad, and install
vare. For those who cannot listen to the live broadcast, a
ése sites shortly after the calf through the end of

- NG CTM)

W provides consumers bundled local and long distance
rambined with enhanced, Internet-based communications
1em 10 manage alf of their voice communications needs,

% bundie as "Z-Line Home Edition(TM)" in New York, Texas,
waetts, Georgia, Maryland, Oregon, California and Iinois,
we customers, For more information about this

about Z-Tel, please visit the Company's web site at

Ing., Z-Line, Z-Line Home Edition, Z-Alerts and City of
arks of Z-Tel Technologies, Inc.

centaing forward-looking statements that are based upon

nd involve a number of risks and uncertainties. In order for
safe harbor” provisions of the Private Securities Litigation

¥Ou are hereby cautioned, and 2-Tel hereby notes, that these
tadl by the risk that favorable growth and financial trends
that the Company may nat achieve positive EBITDAin
3¢ or at all, the risk that the Company will be unable to
ity enter new markets, the risk that the financings and
ribed in this press release that have not vet closed are
glong, and that if any of these conditions Is not met, the

£ eommitments may not be completed; the risk that the

and reduction in expenses from the use of an electronic
rved in the time frame expected or at all; the risk that

7
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work elements will cease to be available in their present form in
adopted favorable pricing rules for such elements and the risk .
al state regulatory commissions will not adopt favorable-pricing. rules:.
1 fietwork élements, the risk that the Company's existing financing =
v B sufficient to fund ahﬂdpatedgrowU1andthataddtmnalﬁnandhgﬁhayf
ftable on favorable terms or at all, as well as the risk factors described
«Tel's 1999 Annual Report on Form 10-K, filed March 28, 2000;-andiin
" filings with the Securities and Exchange Commission. Z-Tel e
no obligation to update or revise any such forward-looking statements,..

A-TEL TECHNOLOGIES, INC.
Unaudited Financial Highlights
vin thousands, except share and per share data)

Three Months Ended
September 30,

2000 1999

$ 54,415 $ 745

3 (15,920) $ (9,764)

S (22,109) S (12,097)

rable co common

3 (30,724) 3 (12,465)

per share 8 (0.92) $ (0.96)

shares

33,536,724 13,025,563

Nine Months Ended
September 30,

2000 1999
$ 108,548 4§ 2,170
< (48,636) S (18,431)
3 {60,640) $ (23,647)
Dutablie o common
S (69,255) $ (24,621)
1 loss per share 3 (2.11) S (1.71)
WWmon shares
32,847,855 14,383,338

e EFR T
A

Technolegies, Inc, and Subsidiaries

1 Consolidated Statements of Operations
tin vhousands, except share and per share data)
(Unaudited)

Three Months Ended
September 30,

2/00°8:29 AM >




wminigstrative
amed amortization

pyating expenses

income {expense)
il other income
and other éxpense

wperating income (expense)

wlatarily convertible
ble preferred stock

3 and warrant accretion
rfigial conversion feature

A fx

24

attributable to common
dtholders

ge common shares

KPENses

operations

and marketing

rareh and development

1 and administrative
siabtion and amortization

1 operating expenses

A

ting loss

ing ingome (expense) :
: s other income
anit obher expense

&3

wnoperating income (expense)

idatorily convertible
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736

3 (.92)
(15,920)

Nine Months Ended”
September 30,

67,999
29,196

5,221
54,768
11,800




ey

valents

3oangl ather

merik, net

lagt,

rehnologles, Ine, and Subsidiaries
nged Congoclidated Balance Sheets
{in thowsands, except share data)

srook

hun:f,f“\\s\vsw.,cnrpcsr:-\tc,~ir.ncl/imyc/h.&’;suriptE ]

(1,257)
(7,358)
§ (69,255) $’
32,347,855 14
loss per share g (2.11) &
(48,636)

September 30,
2000

(Unaudited)

§ 23,383 $
52,719

81,190

55,014
5,704
64,738
3,388

13,823

LI A

40,657

16,475
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RT PURSUANT TO SECTION 13 OR 15(D) OF
EXCHANGE ACT OF 1934

AR ENDED DECEMBER 31, 1999

OR

LF THA TON REPORT PURSUANT TO SECTION 13 OR 15(d) OF
T JHITIES EXCHANGE ACT OF 1934

For the transition period from , TO

O FILE NUMBER: 000-28467
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PART I

#a8 iagnorporated under the laws of Delaware in
d: intégrated communications services

3 We offer local and long distance telephone
nowd communications features aceessible through
g4 our uniquely designed web interface, our
ir gommunicdations through the power of the

d wlizk® fupetionality of the personal

d %o make communications easier and more

advantage of recent statutory and

gain acvcess to the individual components of
$¢e provider's (incumbent local exchange
84 t®H 48 the unbundled network element
Liong Cofmissicn (the FCC) has recently mandated
98 carvierg provide competing local telephone
& unbundled netwark element platform components at
:ing, long-run incremental cost methodology. Access
tom with our proprietary technology and advanced
g to provide cost-effective local and long
hoenhanoed features.
Z+Line Home Edition(THM) service in areas of New
ng basis, in areas of Massachusetts served by
Atlantie), and in areas of Texas served by
any (douthwestern Bell), Within these markets,
row compatitive local exchange carriers
& of restdential customers. It is our intent to
Argag 4§ chey Become available. In particular, we
g sl Eeline Home Edition in Pennsylvania in the

hyee asrvices to individual customers, 2-Line Home
#1d T-Line Messanger(TH), each centered around Your
"{TM) (the PCC), The PCC includes multiple features
af the telephone with the power of the Internet,
Intaznet, located at www.myzline.com or

Ul customers to direct, retrieve, deliver,

thelr voice communications, One of the features

: -Lane Community(TM) feature, which allows us to
tured to individoal consumers as well as sponsored
foomivie organizations and businesses. We intend to
s hanal service to individual customers, Z-Line Long

HMURTOATIONS, NC,

% reachyd ap agreement in principle with Touch 1
% 31 for othe acquisition of Touch 1, a transaction

¢ our hundled

T




4ns services with Touch 1's extensive telemarketing,
istoning infrastructure. Touch 1 is a leading consumer

pany with approximately 400,000 customers in 48 states.

w2 for 1999 of approximately $65 million. The

subject to, amonyg other things, the signing of a

othier regulatory approvals, and customary closing

8 10 oilvseé before the end of May 2000.

rutiaations Act of 1996 (the Telecommunications Act) was
1o fogter competition in the telecommunications markets. The
¥ AgL imposes a variety of duties upon the incumbent local
Loeluding the duty to provide other communications companies
2L Hshwerk elements on an unbundled basis at any feasible
'8 fust be at rates and on terms and conditions that are just,
fomidigdr iminatory. A network element is a facility or piece of
Layg telephone company's network or the features, functions or
fagitlty or aguipment provides. The Telecommunications Act
ieedures under which the Redional Bell Operating Companies
antesy will be allowed to handle long distance calls
liinh their telephone service area and terminating outside
aparating companies were divested by ATeT in 1984 pursuant
which they were prohihited from providing "in-region" long
wige. With the passage of the Telecommunications Act, a
tan provide such in-region service if it complies with a
gaklist, including offering interconnection to other
#% and providing access to its unbundled network elements
a stats public service commission.

B

#r L0, 1999, in an effort to comply with the l4-point

. 4 apder to be able to offer "in-region® long distance

il Atlantic filed a variff which establishes favorable
i1tigna under which competitors may purchase unbundled

Vark. In its New York tariff, Bell Atlantic committed to
Grkoelaments, both individually and on a combined basis,
ttial telephone service and small business telephone

ion of business service from end offices with two or
#lephone service providers (CLECs) collocated in that

B, 149%, the FCC released an order establishing the list of
amants that incumbent local exchange carriers nationwide
wgether, these unbundled network elements comprise the most
Lhe%. teatures, functions and capabilities of an incumbent local
telwork. Under the FCC's order, the incumbent local exchange
aompeting local telephone companies such as us to use the
gRAnLS, in an individual or combined fashion, to provide

ne service and must price the elements using a

fage rung ineremental cost methodology. We expect both
fomponents and components in combined component service

i4ble at avtractive prices nationwide as state regulatory
miant local exchange carriers conform to the recent FCC

and ipplementation rules for unbundled network elements in

4




cfferingg that are at least acceptable for
Yark, Fennsylvania, Texas and

f individuyal network components and

wiki nevsrtheless vary from state to state,
FEERLgRE of unbundled network element platform

v of standard telephone service with the
Lisatlons deliver, we have created an
uns that 1§ accessible by the telephone or
#45 inciudes the following elements:

‘AL AND LONG DISTANCE TELEPHONE SERVICE. We
; i of lodal and long distance telephone
aghanced fedtiurés of the PCC as well ag

tail waitinyg and cdller identification, in
21y enviramments to residential customers in
¢ »f The exisgting incumbent loc¢al exchange
i-pE Lneremantal cost basls, which enables us
ut gapital into switching equipment at the
gentral office. As a result, we are able to
+ buviied pagkage that includes local and long
and anhatged garvices,

PEFGENAL DRUANIZATIONAL TOOLS. The PCC has been
heiv perjonal directories from a variety of
fGutlook. In additlon, other persaonal
. sah be downloaded into Outlook and then
- Lhis informazion has Been downloaded, customers

{ Lo grdate easily sub-directories for special
# PLY, cugtomers can, with the click of a mouse,
o ¢untacts that have been stored in their
anility to manage personal directories on
gmay gver time because of the difficulty of
Lo other services,

HEW MARKETS. The unbundling of network elements
na Lacal exchange carriers' facilities to
A% 4 vesult, we have the ability to
nut & significant investment in equipment, as
7 oty adopt favorable pricing. In addition, we
4 that receives lncoming calls for pew service and
& i onaw customers, Using the PCC, customers can
win sRIvion regulrements, thus minimizing our need

i agtructure,

DLOGY, We have created an integrated and
network architecture thav enables the enhanced
ave zieated software applications that can control
Loy and completing a telephone call regardless of
Pphong or personal

5




fieifig allow onr customers to control simultaneously all

a tolephone call from either the telephone or personal
wit, L cogilaboration with a third party, have created our
s¥atam, We are also in the process of developing and
sare, billing and provisioning software into one

ix designéd to route traffic to our main enterprise

tampa for call management. This reduces our need to

A frant Ln the central offices of the lncumbent local

WO Gur target markets and enhances our ability to enter new

i #t effmgvively. Our network architecture also is designed
¢ of developing technologies, such as telephone calls over
a4k subgseriber line, asynchronous transfer mode, or

Lefs |

o ““f"“ﬂﬂm.?ii'.‘_‘:‘s’I‘.’JN S¥RVICES FOR GROUPS AND INDIVIDUAL USERS

Xy shine Cormunicy features to consumers, organizations

IAESS Ld x@nvxﬁq zhrough the PCC. Those features may be accessed
' . The PCC capabilities, including specialized features

i up megsaging, provide value to users within sponsored

ping gommoenication amohg dispersed community members.

i Lo purdue d-Line Home Edition marketing and distribution in
vé spmnlatery authorities impose favorable pricing,

Les angd acgceptable operations support systems performance for
alamant platform components, Favorable implementation

ng the unbundled network element platform components

i Communications, Inc./Ameritech Corporation merger

iy approved by the FCC. Accordingly, asg acceptable ,
Ligng Upport systems become avallable, we intend to evaluate
14! Fuati in the combined SBC/Ameritech regions, Similar
sEisntly being discugsed by the FCC with regard to conditions
4 i agsociation with the approval of the pending Bell
pehermore, U 8 WEST Corperation and BellSouth Corporation
v gangral availability of the unbundled network element

s a8 nart of a geperal effort to meet PCC requirements.

LOITION

v Bedision s our principal service offering and is currently

. Hew York, Texas and, on an initial marketing basis, in

areas serviced by the Bell operating company operating in
sema Edition Lneludes low-priced local and long distance

S BECVLCBS using a customer's existing telephone

noed features, including caller identification, call

calling, call wairing apd speed calling, dial-up remote

ERTR P Anywhere access card service,  the full functionality

an adddinlonal fee, Internet access,

6




ine Home Bdition in additional states
phpmentatian riles are imposed in those
g Bditdon in Pennsylvania before the

oard gervice that allows a customer to

7 watwork from any phone simply by dialing
nugiber. No change in phone servige is
algs receive the full functionality of
pyrint, access. Z-Line Anywhere is being

sarvice we offer to consumers and members
shlizhe that provides certain limited features

¢ pustatery Are Iimited to sixty minutes of voice

¢h Lo wse édrtaln enhanced services provided

mphéte & esll using the web, the "Pind-Me"

o TE f # andd margage "Communities," Customers may
# KiyyWhinry or 2+Line Home Edition, provided that

. in their warkets. Z-Line MeSsenger is being

ZLB

L# & ugage-bazed gervice currently in development
w4 45 thelr primary long-distance calling
chatent Lad, Lang digtance (l+) calls, 2-Line Long
pustondry with dial-up remote access through our
ausy, the ’uLL functionality of the PCC and, for
a wesg. Wo intend to offer 2+Line Long Distance

¢ i provided to %Z-Line Messenger customers.

3 f CH can aceess via any telephone or at our web
pwi, forward, deliver, store, compile and otherwise

A mrhey communication nesds, Using the "Find-Me"

e FOC attempt to locate them at up to three

adng eabls, and notlfy them via e-mail, pager or

aEagLng) when & new voice mall message arrives., At

iew & List of thelr volice mail messages and listen

¥ ihire, oreate an on-line Address Book by

gy Y mearninq Lt from other services, place calls

. deliver volce mesgages to groups of other

sxAily and view hlstorigal billing statements on-line.

7




A imeat fungtisnality to the PCC in the future,
o if ¢enjunction with personal digital
Bilivy, the ability to use the PCC for

gat, of features embedded within the PCC that
o gearsh for, ¢reate or join "Communities,®
L o users usually based on professional or
L&y hrivite pther of our subscribers to join
ioceds options of a Community. Once the
ihd yréup messages to specific members of

spabled ns to offer sponsored communities such asz
and bBusinegses with a robust communication

g Aubafiatically récelves our Z-Line Messenger

i 5 Lo Limited features of the PCC,

an upyrade to any of our other service

then Lntaract with one another, even when the
vir Fubsen ibed teo different services,

& N
panafit hoth the sponsor and members of a

r magsaning {eatures to deliver voice mail

@ meitbers, Colleges, for instance, can use our
why volce mall messages, including personalized
g angd class schedule updates, to thelr widely
Lty and administrators can take advantage of
¥iag theds 2-tlne Messenger service, or set up
¢ student groups or other affiliations, and can
4 Lafarmation to community members.

Lpms L our customers through telemarketing, agent

partnerallps, direct mail and marketing and

aignd prometing recognition and awareness of our "2°
3 obnt marketing or co-branding arrangements

well-gstablished relationships or customer

ah ag Hofscra University, the Fraternal Order of

: ation of Texas and Kinkos.com. We intend to

t awlldfanges or vantures with other companies, including
¥8; paging opeérators, cable television companies,




tap Billing and cellecting from our

fu, we zan either (1) charge their
i¥ anddress for payment by check; or

s gustomer’s chécking account. For our
¢ 41l new cugstomers to pay by

s had, iLa the past, allowed them

$iling software can be customized to

aue goltware plavform, which includes
sgiay, Sustoner sarvice and billing
Lhs AnpWhers service, a new

1 free number with service
ne Home Edition and 2-Line
g and ssrvise feature configurations,
L3068 an the telephone.

e} Lnturau* with theg applicable
Fi g signed letter of
£, wp enter orders using an

LL zcr aur Toxas custome;a, Our
in whe f-Tel systenm,

yeRy & axpand our operatlions support

to hkiie major fncumbent local exchange
gﬁwﬂﬁﬂw apd a standard internal
peomultiple Lucuwsbent local exchange carrier
xd,muun autside integration and

SEARY RIGUDE

v yoftware that manages the integrated
safeware allows our network to interface
¢ Lneufbent local exchange carriers and

¢ apfiware allows our remote network
“2-Hodas  * located throughout the United
1 and with our enterprise mapagsment center

Flbans fhﬂ know-how, work product and

vasearch and development team, based

”wuquw. whe have substantial experience in
~haged services, database management
‘architecture, operation and




vears ended December 31, 1999 and 1998, we invested
;900 and $4,728,000, respectively, in company-sponsored
ent adtivities.

into, and will continue to enter into, nondisclosure
Li sur amployees, independent contractors, business customers and

wation, whether or not such information is copyrighted or

affiark of patent protection. We intend to take all appropriate

i protect our ownership and the confidentiality of all our

Hrtwara, an{gding, as appropriate, the filing of copyrights in the
Gftice.

THHOGLOGIES, INC., Z-TEL COMMUNICATIONS, INC. AND DESIGN, 2-LINE
LINE ANYWHERE, Z2-NODE, Z£-LINE, Z-NOTIFY, Z-SITE, Z-MAILBOX,

) L MUMBER, Z-BILL PAYMENT SERVICES, Z-NET, GENERATION Z,
PRESONAL TELECOMMUNICATIONS PORTAL and YOUR PERSONAL

DENTER,

migieations industry is highly competitive in many market

L pregent, we believe few telecommunications carriers
bundled packages that include the range of services and
but various competitors offer one or more of the services
service offering. Competition in the local telephone services
merging, but already has attracted manpy strong competitors.
whe long distance and information services markets, which have
baArriers, is already fntense and is expected to remain so.

and reliability of our services, innovation, customer service and
ity no competa effectively will depend upon our continued ability

svative, high-guality, market-driven services at prices generally

pelow those charged by our competitors. Many of our current and

. ¢ampetivors have greater financial, marketing, personnel and other

% than we do, as well as other competitive advantages.

10




T OCKHETERE. In each of our target markets, we will
-ndnge carrier serving that area, which may
#%. AS a recent entrant in the

gtry. wa have not achieved and do not expect to
ghare for any of our services in our markets in the
yiar, the ifncumbent local exchange carriers have

§ with thelr sustomers, have financial, technical and
”:ally qraﬂtmr than ours, have the potential to

a; and currnntly henefit from certain existing
pasusibent local exchange carriers over us in certain

¢ inpitiatives that allow competitive local exchange
iprarconnect with incumbent local exchange carrier

4 gembine the unbundled network elements of an

i ¢ provide increased business opportunities for
Lon opportunities have been, and likely will

iy Lnareased pricing flexibility and relaxation of
ihpunbreant local exchange carriers,

ARGY CARRIERS. The Telecommunications Act radically
Ley for cwmpetitlve local exchange carriers.

4 why entered the market prior to passage of the
elr own infragtructure to offer exchange access
tinee the passage of the Telecommunications Act,

5 nave added svitghes to become competitive

Lo takse advantage of the opening of the local
s ACT requiring unbundling of the incumbent
srkg . competitive local exchange carriers will now
mupe rapidly by leasing switches, trunks and loop
sgptifies puilding facilities. Newer competitive
will nmt have to replicate existing facilities
wn degigning and implementing networks, which
Sredsing compatition for local exchange services.

Ly

wa also expect to face competition from other
antrants, including interexchange (long distance)
idCom, angd Sprint, seeking to enter, reenter or
suphange market. A continuing trend toward

warions companies and the formation of strategic
nteaclions indugtry, as well as the development of
rigze to significant new competitors. For example,
segedd with MCI Communications Corp. and, in Cctober
ink fommunications Company, L.P. announced merger
appiirad Tele-Communications, Inc., the largest

i garvices in the Upited States. These types of

o oalliances could put us at a competitive

11




g leations industry has numerous entities

: 4 high average churn rate because customers
i response to the offering cof lower
tprs. Qur primary competitors in the
shatiye carriers such as AT&T, MCI
tnternational Inc., certaln incumbent
ieng distance services. We believe that
ive fagtor in providing long distance

: Airect price competition by bundling long

we win¥ § wide arvay of value-added services.

cmps that offer a package of local, long
arvices ¥ill be particularly strong

i sarriers, including Bell Atlantic, are
s and logal sarvices as well as certain

= We pelisve that the Bell operating

arxet, share Losses in their local markets by
v peroeftage of the long distance market.

s o enhanged service companies, Enhanced services
x. apd we expéct that competition will continue to
ts orhese markets will include Internet service

ns service providers and other

ziuding the major interexchange carriers,

s, fompebitive local exchange carriers and

i local, long distance and information services

#h 9% wipetric utilities, cable television

ogs gystem operstors, and operators of private
A1l of these companies are free to offer

rhat we nffar. Electric utilities have

o capitdal that could allow them to enter a

e network development. Cable television companies

mionnieatfons market by upgrading their networks with

fasilinies to provide fully interactive transmission

sommunications., Wireless companies have

» Inited States, wireless technology as 2

+ local telephones. The recent World Trade

ralacommanleations services could increase the

thig agreemsnt, the United States and 68

e Organization committed to open their

5. including permitting foreign companies to

erviges markets. This development may

ahlished foreign-pased telecommunications carriers

13




pded provigions that impose certain

xghHaAnge carriers, including competitive
img. the Telécommunications Act expands

i ©f regulation applicable to any or all
tocunbent locall exchange carriers. The
ented and enforced could have a

to cumpete successfully against incumbent
lecenmunications service providers.

e

o rayulated and some are pot., In providing our
A§ ¥oige mall, "Pind-Me," notification and

ah the PCC, wa operate as an unregulated

, that term L8 defined in the Communications

smmunications Agt of 1996, and as an

At term i3 defined in the FCC rules. These

winted by the FCU or the states where we

- Home Edition and our long distance services, we are

a% the state and federal level and are subject to

aot applicable to providers of information

: as a facilities-based competitive local

gtates. including New York, Texas,

wrgea, Illineis, New Jersey, Florida, Kentucky,

Washingtdn, We are currently seeking this

v, tneluding California and Michigan.

LALCER

L6

talecommunications services we provide are
g estent, local government authorities.
ALl cetnupications common carxiers to the

gr international communications services. Each
jurigdistion over tha same carriers with respect
anmmunigations services within that state. Local
& bmpoese franchise requirements on

snd pagulate construction activities involving
% toy the requlations imposed by any of these
ariad adverse effect on our business, operating
R

Fegulation of the telecompunications industry has
# nived $tates Congress and various state
gecking to foster greater competition in

PCO and state utility commissions have adopted
gislation and encourage competition. These
la#te., have created new opportunities and
Hoitors. The following summary of regulatory
iz invended to describe the most imporfant, but not
pral, state and local regulations and legislation
nd industry, Some of these and other existirng
Care the subject of judicial proceedings and
 prapossls which could change, in varying degrees,




isdu§Ery cperates. We cannot predict the outcome of any of these

their ifpact on the telecommunications industry at this time.

g# future legislative, regulatory or judicial changes may have a
#¢ impact on our business.

i#aliy, as states re-evaluate pricing of network elements, it is
game states could increase rates over existing levels, Currently,
ind Scuthwaestern Bell have rate cases pending before state
sissions in New York and Illinois that could significantly raise
# seme network elements and network element combinations.
active participant in these rate cases and any others

to our operations. We anticipate joining other

oo providers in arguing that existing rates are overstated and
rha Bruye total element long run incremental costing principles
sy the PCC and the Telecommunications Act. While the prevailing trends
¢ itaslustry would predict the adoption of lower rates in association
wvidion of udnbundled network elements and network element

wa pannot predict the outcome of any pending or potential rate

v8 or decreases in rate levels charged by incumbent local exchange
4 ressit of regulatory review through rate case or arbitration
gould significantly impact our business plans.

o ENHAUMCED AND INFORMATION SERVICES

rhe FCC created a distinction between basic telecommunications
; tt tegulates as common carrier services, and =nhanced services,
n sniegulated. The FCC exempted enhanced service providezs from
{ations governing common carriers, including the obligation to pay

4 fur the origination or termination of calls on carrier networks
4% ion to contribute to universal service. The Telecommunications
vablished a gimilar distinction between telecommunications
infrirmation services. Changing technology and changing market
spwiaver, sometimes make it difficult to discern.the boundary betwszen
s regulated services,

' gersaral, informarnion services are value-added services that use
a rransmissien facilities only as part of a services package that also
% serwark or computer software to change or enhance the information
iread . Wa palieve that most of the services we provide, including voice
xd+Ma* potification, and directory services offered through the PCC are
rvises under the FCC's definition. Because the regulatory
5 this araa are somewhat unclear and subject to dispute, hawever,
{ wpex to characterize some of our information services as
municarions services.” If that happens, those services would become
regulation, although the impact of that reclassification is
o pradicn.

Ty weneral, the PCC does not regulate the rates, services, and market
» and exit of non-dominant telecommunications carriers, but does require
sontribute to universal service and comply with other regulatory
We are purrently regulated as non-dominant with respect to both
%1 apd Long distance telephone services.
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IER SERYVICES

v BAY subject to price cap or rate of return regulation
CRGE eupreftly reguired to obtain FCC authorization
Fi%inn &r opeération of our domestic exchange or
iiieisd, However, we must comply with the reguirements
p Cntmenications Act of 1934, We are subject to the
, and tepms for our telecommunications

iy puy ¢harges or terms, The FCC has jurisdiction
any commen carrier for fallure to comply with its

wiments to the Communications Act of 1934 wers made by
sf 1996, which was signed into law on February B,

Agt wffected changes in regulation at both the

t affecy virtually every segment of the

ey, The stated purpose of the Telecommunications Act is
# %L1 areag of telecoivmunications. While it may take
faasl the full impact of the Telecommunications Act, it
1isiation provides us with new opportunities and

e telecommunications Act greatly expands the

# appiigable to the lncumbent local exchange

Hoga BXi¥ting local exchange carriers that, in the
i1 monopaly statws, The Telecommunications Act

&L exghangg carriers to

1eai solloeation, which allows companies such as us
ppetitive local exchange carriers te install and

swfy ngtwork termination equipment in incumbent local
per sentral affices or, if requested or if physical

other providers of local service can use these
Ly their nebtworks to provide a wide range of local
o cusbomers: and

tunalusalae® rates for thelr services to promote resale
rivh Lotal exchange carriers, We currently do not have
agpter any markets by reselling incumbent local exchange

ERE g
T AGE .

13 gyphange cdrricrs must

. with the facilities of other carriers;

@t portabilivy, which will allow customers to
%isting phone numbers if they switch from the laocal
sarrier to a competitive local service provider;

Himh
" "
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snoss o telephone poles, ducts,

¥ings garriérs on a reciprocal basis
Hf vis local exchange carrier and
&l #xohingo carrier,

Lishing fiatidnal guldelines to implement
figiys Act. The PCC issued its

5. AhBfg other rules, the FCC established
ing most of the significant facilities,
den ¢f thée network, that the incumbent

it is pogsible for competitors to provide
s only these unbundled network elements.
suyar farward looking pricing methodology
dusey relatively low element prices that are

# initad States Court of Appeals for the
the PCC's pricing rules, as well as

ers tegerved for state jurisdiction. On
v reversed the Eighth Clrcuit's order,
jusifdiction 1o Lpplement the local competition
v AL, In so doing, the Supreme Court stated
. pelosdg guidalines for unbundled network
szl exgnhange carriers from disaggregating
alufmentd, and to establish "pick and choose”
*pick and chooge" rules would permit
choose among the terms of service
vhe incumbent local exchange
carriers. This action
rules vacated by the Eighth

ptoaffirmed the FCC's authorlty to develop
mzh did not avalyate the specific
mandated by the PCC and has remanded the
urthpr considerscion. Some Lncumbent local

t thig prLCLng mnthodclogy does not allow

1999,

ramanided the List of unbundled network elements
ion of the negessity of each one under the

%, 1499, the PCC released an order largely
parwork elements, but eliminating the

} wxehange carriers provide unbundled access to
B four or more lines in the densest parts of

¢ what the market has developed since 199§
3 -nroviglon these services, or acquire them
”"ﬂ #l am noted that incumbent local exchange

¢ uhe nop-discrimination requirements of the

mply with the reasonable request of a carrier
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agslstande listings and
Fifed the gompetitive chedklist
s st af 1934 requires Bell

Lty a@casy to theseé services,

the Hubijest of further appeals.
yeg, ingluding the PCC's

set, o furtneér consideration
£H# uwlhimate disposition of those

v the FEC'S pricing

‘pﬂ’i&&rs guch ag ul batause it ls based on
slemant prides, lncluding prices
“ mAf rige. Such increases could have

sromnunications Act obligates
+igta with s in good faith to enter
tive bogal éxchange carriers like us can
218l 40 Agreement or under a tariff or
filed with the state regulators,
t platform in MNew York under
,muttan agreemearnts In some states,
winents Lo Texas, Massachusetts and
pvdky we gar network and £o provide
- Home Edition. If we ¢anngt reach
applicalile state commission to arbitrate
edings can last for a
[ ﬁﬁmmLJﬁxOn approval of any
pqunidrion or arbivration is required,
wol by the gtite commission to federal
et gourts have refused to exercise
,Ak mn*t o zaqources and delay from
g ain markets, and there is
Lye rﬁbpunes, including pricing

.

The FOO redeptly adopred new rules
pEnsive for cofipetitive local exchange
: Lenal exghange carriers' cgentral

- the incumbent local exchange
va, of aquipnert from belng collocated
parviers to offer alternative collocation
oo alst adopred a new order requiring
{ gharing, which will allow
{fer data serviees over the same line
srhaus the competitive local exchange

2. Whilg we expect that the PCC's
a Lpeal exchange carriers, we canpnot
& smplemanted by the incumbent local
ba manner. Moreover, incumbent local

850, “he Unived Snates Court of Appeals
atad purtions of the FCC's new

L fouad thar wvhe FCQ's interpretation
“pryaioal collocation® are impermissibly
e mrder o the FCC for reconsideration,
pnas or the sffect they may have on




INEG THE LONG DISTANCE MARKET. The
fiell sperating companiés to provide long
sErvhod reqions immediately, and will
Jigtance sérvice upon demonstrating to the
£ they have adhered to the
1 Edepaint ¢otperitive checklist. Some Bell
A%Leis with varlous state public utility
sval s offer Ln-reglon interLATA service,
vifng while others have approved them.
senisd sach of the Bell operating company
xa3n tt found that the particular Bell
Iy made tts local network available to
retl Atlantie filed with the PCC an
i distance service originating in New York.
Avlantic to entér the in-region long
g fymetiner 1099, Bell Atlantic began offering
gy oA pomngevcial basig in January 2000, On

$ ?iled an application with the PCC seeking
gervices in Tewas. By statute, the FCC
£fr, 2060, While we cdannot prédict the
vig Before the PCO, it Ls generally expected
ineredse &8 the Bell operating companies
-her Hull operating companies to file similar

the POC released an order establishing
regine to subsidize the cost of
areay, as well as to low-income
vg and ruryal health care providers,
w seyvices, lLike us, as well as certain
n p:nqramﬁ We are also eligible to receive
W peat gartain réguirements, but we do not
g shiry of the pdayments into these subsidy
of sprtain defined telecommunications end-user
aggEaning such paytents on the basis of a
vegl. Various gtates are also in the process

s} service programs, We are purrently unable to
munts what we will be required to make to

%, the United States Court of Appeals for the
P oaf the FQC'S rules governing the basis on which

4 L ,nange carrxerq In Qgtober 1999, on
wwpyal $ervice rules. These or other changes to
gukdl affeon ouy costs, One or more parties may
1 vh Cireuit gnd subsequently by the
ianded other rules to the PCC for

alag

whe PCC issued an order that required

s, kike w8, to cease filing tariffs for our
The arder raquired mandatory detariffing and
triiiraw federsl tariffs and move to contractual
5 53 This order subsequently was stayed by a
1% i3 unglear at this time whether the detariffing
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19%%, vthe PFCC issued another order stating that nondominant
ors, 1ike us, could withdraw their tariffs for interstate
seided to long distance carriers. If the FCC's orders become
1At interstate services providers will no longer be able to
7 of rariffs with the FCC as a means of providing notice to

5, teims and conditions under which they offer their
if we cangel our FCC tariffs as a result of the FCC's
i *3 implement customer contracts, which could result in

f*I"‘e FCC adopted further rules that, while still

rariffing, nonetheless require interexchange carriers to
chsures on their web sites of their rates, terms and
intergtate services. The effective date for these rules
a gaurt decision on the appeal of the FCC's detariffing

INTERNET TRAFFIC. Recently, the FCC has
.tn cont inuous access and dial-up calls from a customer to an
provider are interstate, not local, calls, and, therefore, are
‘% 4grisdiction. The FCC has initiated a proceeding to
et that this regulatory classification will have on the
4l exchange carriers to pay reciprocal compensation for dial-up
garvice providers that originate on oneg local exchange carrier
minate on another local exchange carrier network. Moreover,
xrpe considering this issuve, and several states have held that
sarviers dn not need to pay reciprocal compensation for calls
nternet service providers. On March 24, 2000, the Court of
e igTyict of Columbla remanded for reconsideration the FCC's
14t walls to Internet service providers are interstate rather
symeifically, the Court indicated that the FCC has not provided a
axplanacion why calls to Internet service providers are not local
#tkoang twraffic and why such traffic is enchange access rather than
nange service, We cannot predict the effect that the FCC's
vhese {ssues will have on our business.

4

ERTHG AND NUMBER PORTABILITY. In August 1997, the FCC issued rules

sopponsitbility for administering and assigning local telephone

s wne Ball operating companies and other incumbent local exchange

a fewlral antity in each geographic region in the United States. In

7 issued new numbering regulations that prohibit states from

"odas that could unfairly hinder competitive local exchange

guiring their customers to use 10 digit dialing while existing

)3 ﬂxwmunge carrier customers use seven digit dialing, In addition,

18 raguired to contribute to the cost of numbering administration
‘a bq ed on net telecommunications revenues. Beginning in March

or this purpose will be based on end user

fnna *e“ﬁnues and will be submitted in association with FCC

va¥gal Service and the Schools and Libraries Funds.

ik 14996, the PCC released rules requiring all local exchange

#ave the capability to permit both residential and business

ranain thelr telephone numbers when switching from one local

der Lo another, known as "number portability.” Number portability
ented in most of the areas in which we provide service, but has

nred everywhere in the United States. Some carriers have

s of the requlirement to provide number portability, and others

214 implementgacion by obtaining extensions of time before compliance is
k of pumber pertability in a given market could adversely affect

oannract customers for our competitive local
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o8 sfferthys, particularly business customers, should we seek to
7H G Hudh customers,

the FCC also initlated a proceeding to address the problem
Ability of area codes and phone numbers. Many of these
Swes are subject to further change by the FCC and the

oducd added administrative expenses for us.

B

A3 oW BUNDLING. Current FCC rules prohibit dominant carriers
2Ly non-competitive, regulated telecommunications services with
g efhan ced or information services. The Commission has never
with respect to competitiwe local exchange carriers and has
the rule for all carriers.

gustiomer's choice of loral or long distance

aipany is encoded in a customer record, which is used to
#r'8 calls so that the customer is served and billed by the

% usel mway change service providers at any time, but the FCC
tlate thig process and require that specific procedures be

ﬂ praseﬁures are not followed, particularly if the change is
wient, the process is known as "slamming.® Slamming is such
liat it has been addressed in detail by Congress in the

by some state legislatures, and by the FCC in recent
vigd substantial fines for slamming. The risk of financial
patation from slamming is significant. Even one

wause axtensive litigation expenses for us, The FCC

its slamming rules (which originally covered only long
2 Ag well.

The Communications Act of 1934 and FCC rules

rrain information about telecommunications customers

a%g tarrier such as us acquires by providing

viois to such customers, Such protected information, known

¥y Hewwork Information (CPNI), includes information related

. chngloglical configuration, type, destination and the amount
gemmuniodtions service, Under the PCC's rules, a carrier may not

irigtary Network Information acguired through one of its

s oAt long services to market certain other services

wal of the affected customers, The United States Court of

Tanrh direwit recently overturned the FCC's rules regarding the
n of Qustomer Proprietary Network Information, The FCC recently

£ proprietary network information rules somewhat, but it also

ration of the Tenth Circuit decision. Further, FCC rules

of ¢PNT eould result in significant administrative expense in

gugtemer systems to meet such requirements,

There are a number of other issues and proceedings that
a0l oyr business in the future, including the fact that

has adopted rules to reguire telecommunications service
ridérs o make thelr services accessible to individuals with
shilities, if readily achievable.
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sag alés ordered telecommunications service providers to
taw spfafcement personnel with a sufficient number of

g tesfiniedal asgsilstance in connection with wiretaps. We
srediat the dest to us of complying with this order.

HF has ddopted new rules designed to make it easier for

gy to undérstand the bills of telecommunications carriers,

: rules sptablish certain requirements regarding the

¥44n0 of bills and the information that must be included on
Thege rules have besn appealed in Federal court.

s pubjest to annual regulatory fees assessed by the FCC, and
fiie an annual employment report to comply with the PCC's
Lo fymEnt Opportupnity policies.

*urnmban local Lxchange carriers, and is considering
addinional pricing flexibility and price deregulation
Thése actions could increase competition for some of our

- 18 nobt an exhaustive list of proceedings or issues that
L pul bugliness, We cannot predict the outcome of these or
afare the courts, the PCC, or state or local governments.

%ot we provide telecommunications services which

ih the same state, we are subject to the jurisdictinn of
vige commission, As our local service business and
we will offer more intrastate service and may become
ati# regulation, The Telecommunications Act maintains
srate utility commissions to preside over rate and
posis thelr own regulation on local exchange and
Aﬂnﬂﬁuﬂ &vr”i”ﬁu: 4o long as such regulation is not

k ;i rpmants of federal law. For instance, states may
tificate of Public Convenience and Necessity before
L8 state, and may impoge tariff and filing requirements,
nedgered, and obligations to contribute to universal service
s gommigsiong also have jurisdiction to approve negotiated
rates through arbitracion, for interconnection, including
sutwark alements,

ot Lo requirements in some states to obtain prior approval
A% aommission of, any transfers of control, sales of

ganisations, lssuances of stock or debt instruments and
alnhoygh we believe such authorizations could be obtained
# ah e no agsurance that state commissions would grant us
arg any of bhese transactions,

Al Lol Long Aot generally preempts state statutes and

trist the provision of competitive services, As a result of
5, w@ Wwill be generally free to provide the full range of
snet dats serviges in any state. While this action greatly
stial Eor growth, it also increases the amount of
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gubisst. States, however, may still restrict

t& expand our Z-Line Home Edition service by
pefngylvanid by the end of the second guarter
5 gervise Ln New York via Bell Atlantic's
wgotts via & local interconnection agreement,
us and Ball Atlantic, Our service in Texas is
AQRGE“E“Q gffective between us and Southwester

5. 1999. To effectuate service in

daf the term§ of the agreements entered into

& Haggachugsetts and Pennsylvania, Bell Atlantic

¢X wigment pldatform components in a manner

v11 Atliantic Lo New York.

afhEt areas, we may be required to negotiate

wmbant Local exchange carriers on an

st PEC fules and regnlations require the

aetwork elements on an individual and combined

Sviston endeuser serviess, no assurance can be made
providers will provide these companents in a
% spport competitive operationsg. 1f the incumbent

pidin patwork functionality in the manner required,

AAE a't#rnATL"es. including arbitration before state

1 pxﬁvxblou of JEIVLCES in a manner requu‘ed

wover, LE we are forced to litigate in order

uwc:? gloaments requlred tp support our service,

Froant ineremental costs and delays in entering such

whirre v provide service, we may be subject to
et vegulring us o pay license.or franchise fees
riwmnue, flat fee or other basis, We may be

sing and copstruction permits from municipal

Litigs in some cities. The Telecommunications Act
gigoriminating among telecommunications service
franchige requirements. In some localities, the
ner reguirements determined to be discriminatory or
by pompetitors, but such proceedings have been

ay request for FCC preemption would be uncertain.

wi had approximately 450 full-time employees,
widuals employed by a temporary employment

to offer full-time employment. None of our
govive bargaining agreements, and we believe
auployess are good,

Jp
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SLOFRSRE 58 Sur getwork aréhitecture and the
4% well 4y the addition of Touch 1's personnel,

2, w8 pElieve that the number of our customer

alldsion and sales and marketing personnel will

principal executive offices in Tampa, Florida
LeBs kA Atlanta, Georgla.

routioe administrative proceedings. For more
sgdtion entitled *Item 1. Business--Government

% yickived A& letter from Premiera

ming legal action based on the allegation
Fmith, 4 founder and a former director and

arg, had, among other things, improperly used

e Ln connection with the development of our

ubszquantly had some discussions and

LAk arg gent by Premlere to us in December

fuyrsher digcussions during which Premiere

nad Lotelidetual property claims arising from

Ly ogng of our directors, one of our other

BVAr foimenced any legal proceadings against us

& Wiy Premivre’s alleged ¢laims are without merit,
v will not try vo pursue its claims through

wn of such Llitigation would be.

THATTERS TO A VOTE OF SECURITIES HOLDERS

Y999, a majority of our Series A and Series B
wgly, approved, by written consent, an amendment
it By and amopy s, certain management personnel,

# proatarred stockholders that had the effect of

i gtogkhalder to the Stockholders' Agreement and
: 19 B preferred stockholders. Series A
I 1,078,318 shares of our Series A preferred
kholdars representing 2,140,477 shares of our
wad ghe anendment pursuant to such written

H, 1999, a majority of our Series A preferred
wwrad stpokholders and common stockholders,

an oangent, our 1998 Equity Participation Plan,
ananded (the Plan). Commeon stockholders

af our gommon stock, Series A preferred

574,318 shares of pur Series A preferred stock and
“# Sevies B preferred stock approved the Plan
T




sl B0 L1y approve an dmendment o our
5 authorized shares to 200,000,000

- shdres of cotimon stock, par value $0.01 per
faiied stowk, par value 50,01 per share; and
number of shares subject to the Plan to
favor of each proposal, with no votes
it abstentions,




PART TX

b fordh, for the periods indicated, the range of

Lo Lhg Common §tock, as reported on the Nasdag
g began on Uscembér 15, 1999, in connection with the
#ring. enderf the symbol 2TEL:

HIGH LOW
YR 18%9) $42.375 $33.125
$47.25 $25.8125

Lhe Last reported sales price of the Common Stock on
: - $448.35 per ghare, AS of March 23, 2000, there
vedwey of vecord of the Common Stock.

denda on our Uoiwon stock since our inception and
aan dividends for the foresegable future but instead
it apy, for the forure operation and expansion of dur
- pay didvidends Lo the future will be at the
3¢ d will be dépendént upon our results of
trictions imposed by applicable law. and
@ foard of Directors.

AL PHULIC DPFERING

e aratemant (Commdssion flle no. 333-89063),
t 34, 1999, with respect to the initial public
ir comton stoek (including the underwriters!
0060 sharas were sold, for an aggrégate
The offaring was co-lead by joint-book running
4 and Credit Sulgse FPlrst Boston, and
k . and Stuphens Ing.

) rhrough December 21, 1999, the expenses incurred

q wete a9 follows: §8,211,000 in underwriting

AR 000 in pther expenses and $9,904,000 in total
#edy afver deduction of expenses were

3 b direptly or indirectly, to our directors,

£fiilaces. Through December 31, 1999,
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Aeads ware used in the following estimated amounts and
$%. 398,000 for the purchase and installation of

80 fur the purchass of software and support and

5,080 for marketing expenses, $1,157,000 for

§,000 for donstruction of plant, building and

. 434,000 has been placed in temporary investments

Hene of the net offering proceeds have been paid,

s digactors, officers, 10% shareholders or

wared by this report, 2-Tel sold shares of its

¥4 the times, and for the aggregate amounts of

Livw without registration under the Securities Act of
ation under the Securities Act for each of the

sdpr Section 4(J) of the Securities Act because such
and did not involve a public offering:

Z+Tol lssued a warrant to purchase 521,832 shares of

;LI in connection with a $35.2 million revolving
Lity.

¢
i
&5

Tl issued, in the aggregate, 2,695,795 shares
§3 persons for an aggregate consideration of §10

iggyad 2,794,800 shares of Series C Preferred
agygregate consideration of $15 million.

Z+Tel isgsued 11,000 shares of common stock to
wdnge for substantially all of its assets.

sgued 55,000 shares of common stock to

Lg%, %-Tel granted a warrant to purchase 115,500 shares
I LLO &0 connection with an amendment to the

i aniral LLC agreed to, among other things, a
the facild 1Ey.
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HEDRTED FINANCIAL DATA

Beduah

YEAR ENDED
DECEMBER 31,
1599

7,942,000
#,5R88,000
3,562,000
15,379,000
4,372,000

608,000
(3,351,000)

PESnme {gRpanse) (2,743,000)

(35,871,000)

nuartinle reideemahble

& ¢gividends .-f%i§?4i??o)
Lo sommon stockholders $(37,625,000)

@i shares gutstanding 15,099,359
. Ldd per shars S {2.19)

T

JANUARY 15,

ted historical consolidated financial data should be

findneial statements, related notes and other

ined in this document. You should also read

Wl Anaiysis ¢f Financial Condition and Results of

£ if ihis document, The Consolidated Statements of

~ ended December 31, 1999 and the period from January

Degember 21, 1998, and the consolidated balance

fimancial data as of December 31, 1999 and December 31,
g pur {inancial statements that have bheen audited by our

PERIOD

(INCEPTION)

THROUGH DECEMBER 31,

1998

382,000
2,201,000
4,728,000
4,718,000
1,283,000

228,000
(178,000)

(13,122,000)

(190,000)

5$(13,312,000)

1

6,554,499

$ (2.03)

0 v

1998




RN A Lt}yll‘:bl:lll. WL QYR ALAGWLG 4 Wiiva W Alddd sl 9
& Analysis of Fipancial Condition and Results of Operations®
hefi of gur financial operations and liquidity as determined
% with gensrally accepred accounting principles,

28




T DATA

%6 101,657,000 7,873,000

95,315,000 3,328,000

137,677,000 20,274,000

14,134,000 724,000

Bie rodesmable preferred stock -- 15,154,000

srpuity (deficic) 114,378,000 (6,000)
LATA

(2B,856,000) (11,889,000)

E TALLGY dctivities (32.681,000) (7,769,000)

fodivegting acnivities (5.182,000) (11,393,000)

4 Iy finaneing activities 131,547,000 27,135,000

¥ #f parnings before interest, income taxes, depreciation and
Le ngt & measure under generally accepted accounting

itk L% & meassure commonly used in the telecommunications
predonted to assist in understanding our operating results,
#hpuld not be construed as a substitute for operating income
fied in actordance with generally accepted accounting

% included hereln to provide additional information with
amibife te mesr future debt service, capital expenditures




s ioty bogether with the *Selected
meEttis and related notes included in

A+ lagoking statements that i{nvolve
suhEE Ay differ materfally from those
Temunis A8 4 result of céertain factors,

4 in "Item L. Business,” as well as

y Statements," "Risks Related to
isks Related to our Industries,®
- Business and us that are not historical
#f oparations include, but are not
vy aad cumulative ldsses, uncertainty of
s3al swftware fallures and errors,
irey, dependence on local exchange
« dependesce on key personnel,
unsartalnties, and competition. We

- of sdvanced, intagrated telecommunications
wLisl subsoribeérs. For management purposes,
GRerating segnent. We offer local and long
Fion with enhanced communication features
intarnat. The nature of our business is
ating history. As a result, we

i of our reveaues and operating results,
fed WERGY ARpErating expenses as a percentage of
anil whid not be relied upon as indicators of
iove Ehst ouy historical growth rates are

5 A
i

'viees using a customer's

hanged features, inmzluding caller
saliing, speed dialing, and dial-up
ashens vard product, the full

G0 Center (PQC) and, for an additional
W markering expenses to incresase

% Heme Edition service into new markets,
giora the end of the second quarter of
Bire addirional sales and marketing

2g, We will also need to hire

fur network architacture and enhance
nternal technical staff, we expeat to
¢ vandors and gystem integration
CoRugLomar care and




ALieng . We will continue to expand our network through
29is atliances, and acquisitions.

i similar to our current Z-Line
E quasrter ended December 31, 1998. Z-Line Anywhere is our
Allows a customer to make long-distance calls using

i phobe simply by dialing a local access or toll-free

% i pghone service is required. Subscribers of Z-Line

Lhe 11l functionality of our BPCC. Z-Line Anywhere is

Li%e Anywhere customers are billed monthly in arrears, and
1% reaognized in the month of service.

foring A-Line Home Edition in June 1999. buring 1999, we
e a from service fees charged to Home Edition customers
tow York sarved by Bell Atlantic. In addition to New York,
Z-Line flome Edition in Texas and Massachusetts and expect
Pennsylvania before the end of the second quarter of
2T the 2-Line Home Edition product throughout the united
satablishment, implementation, operation, and favorable
W neLwork elements by each state in accordance with the
#f 1996 ahd the more recent November 5, 1999 FCC order,

“-hipe Homa Edition basic services are billed in
ig. Long distance services in excess of a subseriber's
i arreary. Revenue from 2%-Line Home Edition is
ir %-bLine Home Bdition customer agreements may be

8

4. which congists primarily of fixed and variable
arditures, and rent expense for space in data centers;

7, which consists primarily of telemarketing,
2% gompansation and related expenses;

development, which consists primarily of compensation and
# rvelated to the development of our proprietary

sid admintstrative, which consists primarily of compensation
1 expanses, bad debt expense, occupancy costs and various
LaV4E expanses; and

on 4md amortization, which consists primarily of the
CEUUeLion in carrying value of our long-lived assets.

& axpand our operations anpd workforce, including our network

v Support, sales, marketing and admipistrative resources. In
Lo Lo
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¥ axiiting sales force and create a locally based sales force in
i #etropolitan areas where we intend to initiate service and determine a
¢ a physical sales presence. As a result, we expect to continue to incur
antial Iosses for the foreseeable future,

TH DF OPERATIONS

tson of the year ended December 31, 1999 and the period Janvary 15, 1998
it} through December 31, 1998:
KEVENUE, Revenue increased by $6.5 million to 56.6 million for the year
mbed 31, 1999, compared to $0.1 million for the period January 15,
.ofj Lhrough December 31, 1898, The following tables outline the
L& wumber of subscribers for 2-Line Home Edition and 2-Line Anywhere:

B OARYICE DECEMBER 31, 1999 DECEMBER 31, 1998

-

OWOME EDITION SUBSCRIBERS 40,100 0
ANYRHERYE SUBSCHIBERS 26,000 5,800

T

RETWORK OPERATIONS. Network operations expepse increased by §7.5
2% $7.% miilion for the year ended December 31, 1999, compared to $0.4
© the period January 15, 1998 {Inception) through December 31, 1998.
dparations expense primarily consists of transmission expenses for
Wt ien agreements with incumbent local exchange carriers (ILECs),

B Bgreements with inter-exchange carriers (IXCs), transmission
arrangements, and employee salaries and benefits
ataed with the mdintenance and operations of our networks. These varicus
ants Lloglude both fixed and variable line charges.

fng iptrease in network operations expense was due primarily to growth
number of subscribers resulting from the introduction of cur Z-Lina Home
21 services. We expect our network operations expense to increase
fieantly in future periods due to increases in subscribers,

EEE

s

SALES AHD MARKETING., Sales and marketing expense increased $6.4 million
L4 8B.% million for the vear ended December 31, 1999, compared to $2.2 million
1 Yo prriod January 15, 1998 (Inception) to December 31, 1998, The sales and
RANY eXpense primarily consists of telemarketing, development of our brand
¥4 through promotional and advertising materials, and employee salaries

The increase in sales and marketing expense is attributable to our
Iud zales and marketing efforts to increase our subscribers. We increased
shorketing and advertising expenses in 1999 in conpnection with the
adustion of our Z-Line Home Edition service, To

i1




the demands of our growth we increased our personnel in this department
agimately 10 at December 31, 1998 to approximately 20 at Decembar 31,

his incredse is also attributable to the fact that marketing of our

v did not begin in earnest until the fourth quarter of 1998, We intend to

antly indrease our sales and marketing expenditures during the year

FESEARZH AND DEVELOPMENT, Research and development expenditures
rd Fl.1 million to $3.6 million for the vear ended December 31, 1999,
g 4.7 million, for the period January 15, 1998 ({Inception) tu
#¢ 1L, 1988, Cur research and development expenses consist primarily of
£ devalopment costs and employee salaries and benafits, We adopted the
1% of Stacement of Position (S0P) 98B-1 "Accounting for the Cost of
Zoftware Developed or Obtained for Internal Use," at the beginning of
a regult. $4.8 million of our research and development costs relating
opment of internal use software were capitalized for the year ended

ar Y1, 1999, compared to SO for the period January 15, 1998 (Inception)
M Uecomber 31, 1998.

it 19498, we expensed internal software development costs, as we were

Pi7g Our %-Line Anywhere and Z-Line Home Edition services and had not
sgil the requirements for capitalization. The development of our Z-Line
Ai%Lan, and the integration of our customer care and billing software
fmel significant expenditures from employee compensation and outside
sLitg feds. These efforts were spent adding functionality and making
b it enhancements to our technology. A portion of these services and
1t software were capitalized in 1999 compared to 1998, as a result of
prLion of S0P 98-1 discussed in the prior paragraph, causing research and

fnt expenges to decrease in 1999. We expect research and development
ingr#ase in the future as we improve and enhance our services.

GENERAL AND ADMINISTRATIVE. General and administrative expense

510.7 million to $15.4 million for the year ended December 31, 19949,
o §4.7 million for the period January 15, 1998 (Inception) to December
The increase in general and administrative expense, was primarily due

SRS 40 1ts primary components of employee salaries, temporary services,
#&penge, and occupancy costs,

We inoreased the number of employees in general and administrative
4% to B3 employees at December 31, 1969, from 22 employees at December
We increased our provision For bad debts during 1999, primarily
Gur ilnerease in subscribers for the year. We have implemented revised
Biiaieg and are closely monitoring ecllection procedures to help
these expenses in the future. We have increased cur leased facilities
T4 megt our increased personnel and growing need for infrastructure to
¥LoQ4r current and future needs. We anticipate general and administrative
panditdres will continue to increase in the future as we increase our services
BRALAY new states to meet the demands of our anticipated growth.

REFRECIATION AND AMORTIZATION. Depreciation and amortization expense
red $3,.1 million to $4.4 milllon for the year ended December 31, 1999,

O %1.3 million for the period January 15, 1998 (Inception) through
31, 1998. The increase vas due to
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#f equipment, facilities, and the capitalized costs associated with
sofowars development totaling $21.2 million for the year-ended December
fipared to $11.4 million for the period January 15, 1998 (Inception)
misr 1L, 1998, We expect depreclation and amortization to continue
significantly as we increase our capital expenditures.

INCOME. Interest income increased 5$0.4 million to $0.6 million
Decamber 31, 1999, comparasd to $0.2 million for the period

3 {Ineeption) through December 31, 1998. Interest income consists
fut cagh balances invested in short-term liquid investments. This
dudy primarily to the closing of two private securities offerings in
initial publie offering on December 15, 1999, which offering
grpeeeds of $109.1 million after underwriting discount and

ZRERT EXPENSE. Interest expense increased 53.2 million to $3.4

he year ended December 31, 1999, compared to $0.2 million for the
wary 13, 1998 (Inception) through December 31, 1998. Our interest

% a4 ypsult of the interest charge on our capital lease obligations. The
% W bur interest expense is primarily a result of our payments on the
$tat. LLO sale-leaseback agreement. We anticipate a reduction in the
LRTAreRt expense in the future due to the extinguishment of our CMB

g g

Lig $35.2 milllion revolving sale-leaseback credit facility on February

1R TAX EXPENSE. No provision for federal or state income taxes has
f dug to the full valuation allowance recorded against vhe deferred
w1 the year ended December 31, 1999 and the period January 15, 1998

LAraugh December 31, 1998,

Sur net loss increased $22.9 million to $36.0 million for the

# Letumber 31, 1999, compared to $13.1 million for the period January

tinveptiony through December 31, 1998. This increase was due primarily
‘Hasen An expenses described above,

i

FLRLest, taxes, depreciation and amortization, also commonly referred
:Y a8 a way of evaluating a company's financial performance. While
A measura under generally accepted accounting principles, EBITDA

pummenly used in the telecommunications industry and is presented

enderstanding our operating results. Our negative EBITDA increased

Yo 528 9 milllon for the year ended December 31, 1999, compared to

foar whe period January 15, 1998 (Inception) through December 31,

% to experience increasing operating losses and negative EBITDA as

netvork development and the expansion of our markets and growth

of operations.

% don
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TAPITAL RESOURCES

fpatitive local telecommunications service business is

fiderad to be a capital intensive business owing to the
AvEdimants required in fiber optic communication networks and the
C Gwitohes and transmission equipment in incumbent local exchange
‘4l off{ices. Our network architecture is designed with remotely
praggnce, or Z-Nodes, that can be interconnected through local
camunications networks to the Z-Tel enterprise management
At eXpect that the growth of our business will require
apital investment in fiber optics and switches that existed in
2 instead, we will devote significant amounts of our capital
inusit software development and to marketing efforts that we
auhinve rapid penetration of our target markets.

ideurred stgnificant accumulated losses since our inception as
ping our business, research and development, building and

% infrastructure and technology, sales and promotion of our
afh aupicisirative expenditures. As of December 31, 1999, we had an
Cdalicdt of §49.1 million and net operating loss carryforwards of

F Lax purpeses. We have funded these expenditures primarily

i tevenues, private securities offerings, a sale-leaseback

and &n initial public offering of 6.9 million shares of common
thit underwriters' over-allotment option) that raised net

I miilion after underwriter discount and commissions. We intend
iflding our organization in anticipation of future growth and

E ouy operating expenditures will also continue to increase. As of

» 43%%, we had $101.7 million in cash and cash equivalents.

AEH UBED IN OPERATING ACTIVITIES, Net cash used in operating

goi by $24.9 million to $32.7 million for the year ended

%, aompared to $7.8 million for the period January 15, 1998

gugh December 31, 1998. This net change in cash used in operating
Fe4r LO yeay primarily was affected by increasing net losses,
partially by non-cash charges associated with bad debt expense,
andd #xpenseg from the granting of stock options.

SH UBED IN INVESTING ACTIVITIES. Net cash used in investing

ased by 36,2 million to $5.2 million for the year ended Decembar
L0 11,4 million for the period January 15, 1998 {Inception})
#1. 1998, for the year ended December 31, 1999, we invested
Zapital expenditures as compared to S11.4 million in the period
24 {Inception) through Degember 31, 1998. These purchases were

thie following items:

winued anhancement and improvement of our network;

P compensation and outside consulting fees assaciated with the

development and integration of our custecmer care and billing
ansd

W

- mdid-aut of our headquarters in Tampa, Florida.
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Enmiedge Ln capiltal expenditures is a direct result of our rapid
Biers and the dedd to bulld and purchase infrastructure to

3 vt future needs. In 1998, we focused on product development

suld infrastructure, the operation of our technology and

i¥ Lovnlved the purchases of equipment for our Z-Nodes. As
reégarding research and development, pursuant to our

af Pogition 98-1 as of January 1, 1999, we capitalized

2 developrent costs for the year ended December 31, 1999,
- pericd Januwary 15, 1998 (Inception) through December

Frware developnent costs, in conjunction with capital
the lnereased capital expenditures. On March 15, 1999,

¢ million sale-leaseback facility agreement with CMB

heage back certain equipment, which provided $16.0

iEvestiant activities for the year ended December 31, 1999.

%

4, 2090, we made a payment of $14.4 million to extinguish
Fital. LLC debt. This was the repayment of transactions
igagsebank of various furniture and equipment payable over
o af the transactions. This transaction resulted in $1.6
4y Loss. to be recorded in the first quarter of 2000,
% for she sarly extinguishment of debt and the expense
otk wayrants assoclated with the debt that was being

e of Uhe leade. We expect cash used in investing activities
CEALRYALY and develop our network.

BY FINANGING ACTIVITIES. Net cash provided by

reaged $104.4 million to $131.5 million for the year
acpipared to 527.1 million for the period January 15,

: Gacember 31, 1899. The overall increase is primarily
sstial public offering on December 15, 1999 of 6.9 million
® {inzluding the underwriters' over-allotment options) for
L @illion afrer underwriter discount and commissions, Prior
‘aring, we raiged $10.0 million and $15.0 million,

@ zfforings of our Series B and Series ¢ preferred

.9 million raised through a Series A preferred stock
“t ingrease of cash provided by financing activities was
of pur long-term debt and payments on our capital lease
untg of $0.6 million and $2.0 million, respectively, in
miliion and $24,000, respectively, in 1998,

Gapital requirements will depend on several factors,
shanew of our services, the amount of resources we devote
wisths, facilities, build-out of additional enterprise
Loay duvsloprest and brand promotiong, the rescurces we
iny of our services, and other factors. We have
ingresase in our capital expenditures and operating
gonsistent with the growth in our operations and
pate that this will continue for the foreseeable future,
Ly make addirional investments in technologies and our
d plan te expand our sales and marketing programs and

» Lrand prometions, Although operating activities may
toperiods, to the extent we experience growth in the

4% our dperacing and investing activities will use cash.

11
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felee ug to obtain additional equity or debt financing
Ble on attrdctive terms, or at all, or may he dilutive.

# L. Businegss-Acquisttion of Touch 1 Communications, Inc."” for
fiatned acquisition of Touch 1 Comnunications, Inc.

riange aby significant disruptions in its operations

i intn the Year 2000. We believe we have completed necessary

RRLAGNS O replacement and testing of systems critical for

Loes. We believe our Year 2000 readiness objectives have

siega praparations, we did not experience any significant
arians. We also prepared a contingency plan to mitigate

% that might have arisen from non-compliant systems or

e ot adequately addressed the Year 2000 issue. While we

# dny significant Year 2000 disruptions during the transition

F « ¥H will continue to monitor our operations and systems and

cha redated problems that may arise as the year progresses.

HENY BEGARDING FORWARD-LOOKING STATEMENTS

1oionking staotements in this document are based on the belief
5 well ag asgumptions made by and information currently
gament. Forward-looking statemepnts also may be included in
x FLatoments made or released by us, You can identify
LAfantg by the fact that they do not relate strictly to
fagts. The words "belisve, "antjicipate,” "intend, *
*projeat’ and similar expressions are intended to identify
aniitg . Porward-looking statements describe our expectations
LelLove 15 move Jikely to occur or may be reasonably achievable
L @y do not predict or assure any future occurrence and may
sywavd-looking statements are subject to both known and
mainties and can be affected by inaccurate assumptions we
uo forward-looking statement can be guaranteed. Actual
materially. We do npt undertake any obligation to
ward-looking statements to reflect new information or
8. Thaese statements reflect our current views with
and are subject to risks and uncertainties about us,
ngs;

Lo market our services sucecessfully to new

Looaccess markets and finance network developments;

smement and expansion;

LAats o departures of key personnel;
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i eompatition, including the introduction of new products or
services by our competitors;

%5 existing and future regulations affecting our business and our
abiiity to comply with these regulations;

5 technological innovations;

it general economic and business conditions, both nationally and in
tha reglons in which we operate; and

=3 other factors described in.this document, including those
dascribed in more detail below.

He zaution you not to place undue reliance on these forward-looking
%5, which speak only as of the date of this document.

A

HELATED TO OUR FINANCIAL CONDITION AND OUR BUSINESS

LIMITED OPERATING HISTORY. We were formed in January 1998 apd began

Ay Lelectrmunlications services to the public in September 1998. In

N, &Ln June 1%99, we began marketing our Z-Line Home Bdition service in
¥ Yotk CAty and Long Island. We have had fewer than 17 months of actual

: . Hales and operational results. Our limited operating history and

kt vefy difflcult to evaluate or predict our ability to, among
4%, retain customers, generate and sustaln a revenue base sufficient
ur aparating expenses, and to achieve profitability. As a result, we

t aur historical financial information is of little or no value in
{ vur future results, making it even more difficult to evaluate our
And progpects.

UHOBATATIN DEMAND. We initially began to market our products and

in Beprember 1998. In June 1999, we focused our product offering on

our L-Line Home Edition service. Our products and services represent an
g Aester of the telecommunications industry, and the demand for our

afid aur ability to retain customers aver time are nighly uncertain.,
©ap#prance of our products and services could be limited by:

@ the willingness of customers to accept z-Tel as an alternative
provider of local and long distance telephone services and of
other enhanced, integrated services;

e the presence and attractiveness of other enhanced
telecommunications service offerings in our target markets:

e the perception of complexity in using our services;
9 the reliability of our technology and netwoerk infrastructure;
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LEAGE»
o the quality of our customer service; and
[+] the prices of our services.

We hava determined that substantial marketing effort, time and expense
4w raquired to stimulate initial demand for our products and services, In
addition, we have incurred and will continue to incur substantial operating
#Xpatises, have made, and will continue to make, significant capital investments
#nd Haws entered or plan to enter into real property leases, equipment supply
uofityacts and service arrangements, in each case based upon our expectations as
ter the market acceptance of our products and services. We cannot be certain that
substantial markets will develop for our products and services, or, if such
Harkgts develop, that we will be able to atrract and maintain a sufficient
rRranugsganerating customer base to cover our operating expenses. Lack of
3 tanoe of our services in our target markers would materially and adversely
aifest vhe sonmarcial viability of our business, and as a consequence, the value
# Pour investment.

In addition, to matintain our competitive posture, we must be in a
Lion fto reduce the prices for our services in order to meet reductions in
a1 and long distance rates, if any, offered by others. We cannot be sure that
H

1 be able to match the reductions made by our competitors and, 1f we da,
3 reductions could have an adverse effect on our business, operating results
angd financial condition.

EXPECTATION OF FUTURE LOSSES. Our product and service offerings are at
¥ arly stage, and we cannot be sure that sales of our products or services
Wil ierate revenues sufficient to cover our operating expenses. Even if our
duits and services prove to be commercially successful, our operations may
- become profivable, Starting up our company and developing our communications
touhnology raquired substaptial capital and other expenditures and further
dwnlopment of our business will require significant additional expenditures,

Since our inception in January 1998 through December 31, 1999, we have
#d scoumulated losses of $49.1 million. We expect to continus to have
ipant operating losses and retained losses and will record significant
avive net cash flow before financing for the foreseeable future,

AVAILARILITY AND FAVORABLE PRICING OF UNBUNDLED NETWORK COMPONENTS. Our
iness strategy depends on a continued availability of unbundled network
Mpeneats and on existing and additional states maintaining and adopting
favtrable pricing rules for unbundled network components.

The public utilities commissions of certain states have adopted pricing
% far unbundled netwark components. As a result of these regulatory
cLdtives, the Bell operating companies operating in those states are required
(fer ta competitive lopal exchange carriers such as us, at forward-looking,

; A ineremental cost-based prices, the facilities and equipment and the
sired, functions and capablilities of their local exchange network on an

netled bagis. We have recently commenced operations in New York, Texas and

Hasgachusetta using unbundled network components. However, given that the FCC
arder
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ipanents Ly subject to further appeal, we cannot
Ck damponents will continue to be available in

5 ©F OLher §tates or that such other states
sufied nEfwork conponents pricing. Further
iy affect unbundled network components or our
¥ buginesy madel ls based, in part, on
ring of the unbundled netwerk components, and any
2 network eledents platform regulatory or
have & material adverse effect on our business,
2% &I operations.

B HAvE papidly expanded our operations since we were
FoUugsiness rapidly in terms of the number of
SHETOMErS we serve and the regions we serve. We
&L ww will suogessfully manage our efforts ta:

¥ Sur oustongr service and support systems and
rafize of billing systems;

art mRbXet uaw producta and services in addition to
f@ Kdition and our other service offerings;

ade the fpaturss of our software;

A® O% B89 opportunities in the competitive marketplace;

ST axprhiey.

by these demands sre magnified by the start-up nature
“anngl manage our growth effectively, our results of
Ly affectad,

sur diroct sales effort, we will need to

2¢ of our fnvternal sales and marketing staff and

pirsonngl who have experience in marketing services

TALY LhAt we will be able to identify and .attract

4 parsonnel or that our sales and marketing

¥ wompete againgt the more extensive and

Aq arganizations of many of our current and future
atfyaorn, reeruit and retain sufficient or

L ¢puld have a material adverse effect on us,
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AHIIHG HETWORK INFRASTRUCTURE. We must continue to
rtatMork jnfrastructure as the number of our users
they wish to access and transfer increases and as
&. We oannot be sure that we will be able to
mtwork infrastructure to meet additional demand or
iraments on 4 timely basis, at a commercially
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If we f4il to expand our network infrastructure on a
¥ éither chandglng customer requirements or evolving
+ Fallured could cause our business to perform poorly.,

LG GISTANCE SERVICES. We offer long distance

&l our servide packages, We currently have agreements
£riers to provide transmission and termination

; traffic. These agreements generally
digtance services on a per-minute basis and
ety Yf wa Lnour underutilization charges on rate
: rate inersases could adversely affect our operating
oh we Bave ayregd to minimum volume commitments and fail
iigated Lo pay underutilization charges.

L5 PAILUKRES AND ERRORS. The software that we use and the
foped tntagnally and are continuing to develop may
Although we have extensively tested our software,

the fuftvare during the course of its use. Any

b or motal failure of cur network, loss or diminution
nee, sdditional and unexpected expenses to fund

¥ to add programming personnel to complete or

4 @f revenue because of the inability of customers
toed, which could adversely affect our business

RIETARY TECHNOLOGY. We currently rely on a

radgnark and trade secret laws and contractual

4 %9 protect the proprietary information that we have
pratect our proprietary technology s limited, and we
mians of protecting our proprietary rights will be
titars will not independently develop similar

9% L gertain that the intellectual property that
“rlers or others claim te hold and that may be

r services will be available on commercially

und to be infringing upon the intellectual

might be required to enter into royalty or

¢ b costly or not available on commercially

a claim of i{nfringement against us and our
inged or similar technology on terms acceptanle to
L0y buslnoess,

ENPORMATION SYSTEMS, our billing, customer service ang
fygtams are newly developed and we may face unexpected
wnuld adversely affect our service levels and,

smation and processing systems are vital to our
wier manthly inveices for services, process customer
rg efficiencies. We rely on internal systems and third
af nave a limited operating history, to provide our
F aystems. If our systems fall to perform in a timely
4t agoaptable costs, or if we fail to adequately
rEation #nd prosessing needs or if our related

tems faill, these failures could have a material

LELRRES
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Th. Ut right to use third party systems is dependent upon
Homé of these agreements are cancelable by the vendor, and
nonrenewal of these agreements could seriously impair our
irstery or bill our customers. As we continue to provide local
the need for sophisticated billing and information systems

# gignifivantly and we will have significant additional

14 Lnterface with incumbent local exchange carriers and

e rertdin that we will be able to meet these additional

FAILORE, The successful operation of our network will depend on

iy of electricity at multiple points. Although the system that
48 Dol designed to operate under extreme weather conditions

> fadh, whiod dnd snow), like all other telecommunications

% gould be adversely affected by such conditions. Our

f. i@ aguipped with a back-up power supply and our existing

3% fwntar 14 equipped with both a battery back-up and an on-site

tof. I A& powar fallure causes an interrdption in our service,
seidel negatively impact our operations.

WO algo may be subject to physical damage, sabotage, tampering

Wi uf sacurity (by computer virus, break-ins or otherwise) that

F fufigtionality. In addition, our network is subject to unknown

hE Lhat may cause interruptions in service or reduced capacity
Any interruptlons in service resulting from physical damage

Lidng could cause our systems to fail,

INTERCONBECTION, As a competitive provider of local telephone
intargonhect our network with the networks of incumbent local
Wit may not be able to obtain the intercomnection we require
¥y and conditicns that permit us to offer services that are
and profivable, In the event that we experience difficulties in
gl ify, reliable and reasonably priced services from other
atrpastiveness of our services is likely to be significantly

B oM LOCAL EXCHANGE CARRIERS, We rely on incumbent local

& %9 supply Key unbundled components of their network

U on 4 timely and accurate basis, and in the quantities and

Ly wa, We may from time to time experience delays or other

ving uabundled services or facilities which we request, and

HEGUREAGCR thut we will able to obtain such unbundled elements on

nin the time frames required by us. Any failure to abtain these

t5es or addicienal capacity on a timely and accurate basis could
.

FONTED CAPITAL NEEDS. If we expand more rapidly than currently

i our worklng capital needs exceed our current expegtations, we
& addivional capital from debt or equity sources., If we cannot
#n doceptable terms or at all, we may be required to modify,
Qur eurrent business plan, which is likely to materially and

: onx business and, as a result, the value of our common stock.
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HDENCE ON THIRD PARTY VENDORS. We currently purchase the majority
Ainingations equipment as needed from third party vendors,

witehing Corporation, Sonus Networks, Inc., Dialogic
paration, Compaq Computer Corporation, and Sun Microsystems,
we& Qurrently license our software from third party vendors,
Tporation, INPRISE Corporation, NOVERA Corp., and Netscape
ing. ¥We typically do not enter into any long-term agreements
munigations equipment or software suppliers. Any reduction or
wely from our equipment suppliers or failure to obtain
tigensing terms could have a disruptive effect on our business
.y nflect our results of operarions.

=

HUE GH MANAGEMENT AND KEY PERSONNEL. We depend on a limited
anel who would be difficult to replace. If we lose the

+ of Dur key personnel, our business could suffer. We currently
WD, G306 key man life insurance policy on the Life of Mr. D.
&.ogur prezident, chief executive officer and chairman of the boarg.
4 on a lifilted number of key management, sales, marketing and
gpment personnel to manage and operate our business. In particular,
sur sucress depends to a significant degree upon our ability to
in bighly skilled personnel, including our engineering and

i, If we are unable to attract and retain our key employees, the
somiban stock could suffer.

INLUSTRY
HEGULATION AND LEGAL UNCERTAINTIES. We are subject to

al, state, and local regulation. In states where we will
rvicey, we generally will be subject to state certification

vvdls may have a material adverse effect on our business.
ziffs by third parties could cause us to incur substantial

- AGBLNLALTeLLve expenses.

wit also oomply with various state and federal obligations that are
ahange. sych as the duty to contribute to universal service

g tmpact of which we cannot yet fully assess. while we do not
gpmpliance with federal and state reporting and regulatory

#ill e burdensome, our failure to do SO may result in fines or

iek beiny imposed on us, including loss of certification to pravide

itong of the POC and state regulatory commissions providing
srehange carriers with increased flexibility in how they price
angd with other regulatory relief, could have a material adverse
business and that of other competitive local exchange carriers.
Loty previsions may be less favorable to competitive local exchange
whomere Favorable to thelir competitors. If incumbent local exchange
% allowed by regulators to lower their rates, engage in substantial
term discount pricing practices for their customers, or charge
ineal exghange carriers higher fees for interconnection to the
ral exchange carriers' networks, our business, operating results and
sundition ecould be materially adversely affected. Incumbent local
'pierg may algso seek to delay competitors through legal or regulatory
@r by recalcitrant responses to requirements that they open their
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a%ion asd unburdling of network elements, Our legal and

28 may be increased because of cur having to actively
cages filed by incumbent local exchange carriers, in which
#¢ Yhe rates they can charge for the unbundled network
panents, Qur profitability may be adversely affected if
wail in those vages. Pending court cases, in which certain
it mmunications Act of 1996 will be conclusively
bl the cost of unbundled network elements to us,

telecommunications and information services markets
and rapidly avelving. e expect competition to

Hany of our potential competitors have longer operating
eotgnition, larger customer bases and substantially
zl, wmarketing, engineering, technical and other
priseipal competitive factors affecting our business

the desirabilicy of our service offaring, gquality and
#. lapavation and custemer service, Our ability to
dapond upon our ability to maintain high quality,

®5 ar prices generally egual to or below thase charged by
sampetition could materially adversely affect our

iviah and results of operations.

etition from a variety of participants in the

By The largest competitor for local service in each

e 1 the incumbent local exchange carrier serving that
hange carriers have established networks,

f1ps with their customers, strong political and

and the benefit of state and federal regulations that,

Fefd Lpousbent local exchange carriers. In the local exchange
ramal exzhange carriers continue to hold near-monocpoly
tance telecommunications market in which we compete has
ing for the same customers and a high average churn rate
chidnge long distance providers in response %o the

tag oy premotional ipcentives,

+ig digtance market have declined significantly in

tad fo continue to decline., We will face competition
arriers, Other competitors are likely to include
#ocarrigrs providing out-of -region (and, with the removal
+ incregion) long distance services, other incumbent local
IR gompetitive loeel exchange carriers, cable television
rilitvies, wireless telephone system operators, microwave
ard private networks owned by large end users,

ations Aot of 1996 facilitates such entry by requiring

carriers to allow competing providers to acquire local

1288 for resale and to purchase unbundled network

g prives. A continuing trend toward combinations and

in the telecommunications industry, including potential
surbent loesl exchange carriers or competitive local

rangactions between telephone companies and cable

& telephone company's service area, or between

% and comperitive local exchange carriers, could give rise

nperitary,
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anged and infermation services markets are also highly

BCL that comperition will continue to intensify. our
mafkets will {nclude information service providers,
npEties, on~line services providers and Internet service

SR TRANSACTIONS: THEFT op SERVICES., We may be the victim of
EEVIEE . Prom time to time, callers have obtained our services
Aent Py walawfully Using our access numbers and personal
28 We attempt to manage these theft and fraud risks through
218 and Sur monltoring and blocking systems. If these efforts

the tWelt of our services may cause our revenue to declipe

¥

AHI QUALITATIVE DISCLOSURES ABOUT MARKET RISK

by have ingtruments sensitive to market risk relating to

fify ftfrest rates and market prices. We do not enter into

fits for LIADLNg or gpeculative purposes and do not currently
Pinanefsl instruments. oOur operations are conducted primarily

og And 4y such are not subject to material foreign currency

x valde of osur invastmen; vortfolio or related income would not
smpagred by elther a 100 basis point increase or decrease in
% mainly to the short-term nature of the major portion of our
.

44




St

ndent Cartified public Accountants

vt Finansial Statements.

Lidated Balanse Sheers

Statenents of Operations

Statements of Changes in Stockholders'
Iated Statements of Cash Flows

tenielidated Pinancial Statements

45

Equity (beficit)

L)
1
b




HEPORT OF LHDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

4 Direrttrs 4nd Shareholders
dies: Iae. and Subsidiaries

ihe ac:gmpanyLng consolidated balance sheets and the related
metits of oparations, changes in stockholders' equity (deficit)
#nt fairly, ip all material respects, the fipancial pasition
2 a8, lne. and its Subsidiaries at December 31, 1999 and 1998,
sf their opgrations and their cash flows for the year ended
Foand the period from January 15, 1998 (Inception) through
eanformity Wwith aceounting principles generally accepted
These financial statements are the responsibility of the
sur responsibiility is to express an opinion on these

g ﬂencs bhasged on our audits. We conducted our audits of these

ange with auditing standards generally accepted in the

hiwh require that we plan and perform the audit to obtain

pEAlEe about whether the financial statements are free of material
A oaudit ineludes examining, on a test basis, evidence supporting
gisndosures in the financial statements, assessing the

slés uged and significant estimactes made by management, and
fimannial statement presentation. We believe that our

a :mdbDnﬁhiP basis for the opinion expressed above.
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3 101.5657,000

st of allgwange for doubtful

Fky 408, 600 &t Oecenter 31,
agmannr 11, 1499 4,245,000
ant Assels . 2,304,000

108,206,000

28,549,000
822,000

$ 117,677,000

- e P o 0

TIBLE REDEEMADBLE PREFERRED
SUTTY rogRrarry

F Liabiiities $ 9,165,000
Huht

Frrsnne . 3,726,000

12,891,000

10,408,000

3 84% Lasued and outatandiog (aggregate liquidation
¥ OALE LBV 00U Ak December 31, 1998) =

# {hotes 6, T and 14)

¥2,158.91) and 14,431,100 ghares Llssued; 31,880,236
rand b, rospactively
herldara

322,000
(1,683,000)
(2,487,000)

167,637,000

(49,093,000)

% shargs at cost (318,000%~

THnpEt equivy (defintn)

tos, mindatorily convertible

$ 137,677,000
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PERICD
JANUARY 15, 1958

YEAR ENDED { INCEPTION)
DECEMBER 31, THROUGH DECEMBER 31,
) 1999 1998
<C> <C>
S 6,615,000 s 140,000
7,942,000 382,000
arraning 8,564,000 2,201,000
and daveiopment 3,562,000 4,728,000
aiministrative 15,379,000 4,718,000
antt amortizacion 4,372,000 1,283,000
3l opsrating sxpenses 39,843,000 13,312,000
Gperating ioes (33,228,000) (13,172, 000)
FLENE InCome (expense):

1 AL faponmeg 608,000 228,000
Lgbean oxpense (3.351,000) (178,000}
kAl noncperating lncome (expense) {2,743,000) 50, 000
et lawa (35,971,000) (13,122,000)

LeEn mandatorily epnvertible redeemable
groteread stock dividends (1,654,000) €190, 0009
ot loss attributable to common stockholders $(37,625,000) $(13,312,000)

. e 5 o -

A weerage common shares outstanding 15,099,359 6,554,499

o ) e i e o

BN and “iluted net loss per share $ (2.49) $ (2.03)

. - s

LBLEN

‘the accompanying notes are an integral part of these consolidated
financial statements.
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SHAGES

E+TEL TECKNOLOGIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY (DEFICIT)

FA i K W e m e ke o -

nuoes, Januscy 15. 1898 {Inception)
FRudEn of commen stock

shnderrive of note payaple and
A

Cufiued {nterest to common stock
P stonk options
A Ankrlisic value

wf ceemen siock in Inftial

it and commlissions
usnce of zommon stock in
#% Publiz Offering
TEguange o comme
for exeroise of stock options
IEBCANDE 5f ComMon SLOCK
ifh exchange for services rendered
rekuance of common S5ocKk to
purghaye assors
twsvergion of preferred stock to
Loamon STook
SEAnL 0f stock options
Deisw intrinsic. value
Msgriny of sroek aptions granted
Beinw intrinsie value
Tiwasury stonk received uporn
vaEnowilanion of notes receivablae
frin srockholder
Hapayeant of stogkholders' notes
wvéness of stockholder's note
2 dividend on preferred stock
Ry Ioes

Belances. December J1, 1999

Ha

AROHAE, January 15, 1998 (Inception)
ange of gommon stock
dpmvarslon of nanue payable and

aporued foterest to common stock
Zrant of stock aptions

beiow intringtic value
¥Egtiog af stock optlons
ranLgd balow intrinsic value

g
@ sdividend on prefarred stock

Dasesher 3}, 14998

ot Stock in Initial

#igzaunt and commissions

o0 stock in
Public Offeriag

CIETON SLock

@rgise of Ftosk options

: wRemon $tock

#f wrehange fov services repdered
w4 ol gompon stock to

HLin Offering, net of underwriter

Offering, net of underwriter

COMHON STOCK

9,703,100

4,708,000

14,411,100

€,900,000

306,535
55,000
11,000

10,476,256

(279.675)

31,880,236

ADODITIONAL
PAID-IN
CAPITAL

4 -

10,529,000
5,473,000

281,000

(190,000)

16,493,000

109,020,000
(1,693,000,
535,000

299,000

47,000

144,000

69,000

3,000

1,000

105,000

3 322,000

o .

ACCUMULATED
DEFICIT

(13,122,000)

(13,122,000

NOTES RECEIVABLE

FROM
STOCKHOLDERS

<iT>

s - -
£3,329,000

(3,329,000}

318,000
1,322,000
106000

s 1,683,000

- ot v

TREASURY




B AREEEE 60,000
prefapead 3tock to
' 39,809,000

i vilue 4,768,000
Bpelens granted
fe value

natder (318, 000)
Skholderst notes
L Gf dinekholdér's note

ditd on praferrad stock (1,654,000)
) ’ (35,971, 000)
Teamingt 3%, 199¢ $ 167,637,000 $ (49,093,000) (318, 000)

Tha avgompanying notes are an integral part of these consolidated
financial statements,

P-4




INC. AND SUBSIDIARIES

THTEMENTS F CASH FLOWS

R R I T PR

SPERATING ACTIVITIES:

tomtile net loss to per cash used in
atnivitias;

i aud amoreization of fixed assets

wApense on capltal lease obligation discount
FOROEr bl debts

wraed (67 grasting of stook opticns

dmd for granting of stock for services

Hh converted to common stock

Ling aunets and liabillries:

boATEGRnLS recelvable

L oprepatd expenses and other current assets
i onbher assetd

3% acnounts pavable and acorued liabilitles

adfunomenyy
Rl wash used Lo cperating activities
5 FROM INVESTING ACTIVITIES;

uwl propurty and equipment
wids Lrod sale and Leaseback transacrlon

Wit cwsh used in investing sctivities

FREM PYNAHCING AQTIVITIES:

{ Lssuance of notes payable

- sauanee of mandatorily

Lilire redeamable preferred stock

a4 fyom Lesuance of inftvial publiec offering, net underwriter
FEuDL and pomnigsiong

% 5 besuence cost of inicial public offering
A4 from exercise of stosk options

B oIyom ottes recelvable

on iongrierm debe obligations

L 90 Zhpilal laase obligations

WeR zaRd provided oy financing activities

#5838 cash and cnsh equivalents
SRR wfulvalents, beginning of period

#ad pa4h aquivalanta, end of period

; DIRCLOBURE OF CASH FLOW INFORMATION:
{or intaresc

INYESTING AND FINANCING ACTIVITIES:

¥ oand anuipment acquired under capltal lease obligations
¥oaud aguipment acquired with long-term debt

9f note payable and sccrued interest to common stock
A0 additional pald-in capltal for stock optlons granted
B2 10 unsarnad stock compensation for stock optiong

A dividends on preferred astock
- vesuivadle fdsued for common stock
454 of note receivable issued for common stock
=k f4sied for purchase of assets
% received upon cancellsation of pote receivable
S guoak
1 preferred StooX to common stock

e o

tRANY LN notes are an integral part of these consolidated
finaneial statements.

PERIOD
JANUARY 15, 1398
YEAR ENDED (INCEPTION) -~ o .of
DECEMBER 31, THROUGH DECEMBER 31,
1939 1998 o

$ (35,971,000,

s (13,122, 000y

1,283,000:

4,372,000

2,192,000 .-
958,000 54,000
387,000 89,000
300, 000 LR

-- 170,.000 -
{5,188, 000) (69,0007
(1,881,000) {423, 0007

(769, 000) (153,000
2,919,000 4,402,000
3,290.000

(21,151,000}
15,969,000

24,950,000

109,089, 000
(1.693,000)
538,000
1,222,000
(565,000)
(1,994, 000)

93,684,000
7,973,000

$ 101,657,000

e o o

$ 1,130,000

L L L T P v

15,944,000

$

s “-
s -

§ 5,064,000

w“ro o »n

2,295,000

1,654,000
(106,000)

60,000

L2 R RRT I
N WD

0

(318,000,
$ 39,814,000 S

n







N, AHD SUBSIDIARIES

TER PINANCIAL STATEMENTS i

In¢. and gubsidiaries ("2-Tel” or the "Company ")
awate on January 15, 1998 as Olympus Telecommunications
1298, olympus Telecommunications Group, Inc, changed
Tachnologies, Inc. The Company has seven wholly owned
&+Tel Communieations, Inc., Z-Tel Business Networks, Inc.,
{ne.. Z-Tel Communications of Virginia, Inc., 2-Tel, Inc.,
derviees, Ine. and Tiger Acguisition Corporation. Z-Tel

ing. i the parent company, and has no other operations.
ieanieng, Inc, is the operating entity. The remaining

2% hiden no significant operations.

AR emeTyifg provider of advanced, integrated telecommunications

i primarily to residential subscribers. The Company offers
4py dissance telephone services in combination with enhanced
f#atures accessible through the telephone or the Internet.

7 U#jan offaring an access card service in 1998, similar to the
' at %-Ling Anywhere service. In addition, the Company began

@ flome Edition service in New York in June 1999, and Texas in
499,

Board of Directors authorized am 11 for 10 stock split on
129, whieh was effected in the form of a 10% stock dividend.
#hare apounts have been adjusted to give effect to this split.

DYFERING

i9, the Company filed its initial public offering (IPO)
tincluding the underwriters' over-allotment option) of

: ¥17.00 per share. Wet proceeds to the Company

voximately $109,089,000 after underwriter discount and

ALl of the mandatorily convertible redeemable preferred stock

Al the date of the IPO was converted intao 10,476,256 shares of

A F

#I the closing date of the offering,

SHIFITANT ACCOUNTING POLICIES

GF CUNEULIDATION

oy finanoial statements include the accounts of the Company

. subsidiaries. ALl materfal intercompany accounts and
AAYe been eliminated.

ECUIVALENTS

wensidars all highly liguid investments with criginal mat

urity
% Monthe Gr less to be cash equivalents,

F-6




AND BURSIGIARIES

FINANETAL STATCHENTS

'-""i‘,"t:tﬁrﬂg"‘"4}1’~}Wﬁ.l¥*l~‘wn't.,~w“-< --------- LR R L S
SATE QTHER SUWRENT ASSETS

nt agsets consist primarily of praepaid
*$ and advances to suppliers.

ANt are rédorded at historical ocost, Maintenance and
A% indurved, while renewals and betterments are
- Lhig mdle oF other disposition of property, the cost and
o dupreciation are removed from the accounts and any gain
Ly operations, Deprediation and amortization is
¢ ACSTEALBNTC Ling basls over the following estimated useful

=

YEARS
5
wipmant 5
3
anit gffios equipment 5-10
pTavensnty 3-10

IHTAHG BRONUDUNCEMENT

; 9. the Company adopted Statement of Position (SOP)
- uhe Cusl af Computer $oftware Developed or Obtained
P 38~ tequires computer software costs related to
ok inoeurred [n the preliminary project stage to be
Whan the eapitalization eriteria of SOp 98-1 have
ping or obtaining internal-use computer software
anpany capitalized approximately $4,794,000 of

- sftware for the year ended December 31, 1999,

TR LR included as a component of property and equipment
ot Balanes ghewt,

grlivedd agsets for impairment whenever events or

# indicate that the carrying amount of an asset may
sverability of assets to be held and used is

v af the carrying amount of an asset to future net
‘Wpaoted Lo be generated by the asset., If such

tor b smpadired, the impairment to be recognized is

- by which the carrying amount of the assets exceeds

¢ tlows, The Company has recognized no impairment losses.

Lon
bi3a ]

Shs asset and liability method of accounting for

sy thig method, deferred Lncome taxes are recorded to

A% SRRgaquences on future years of differences between the tax
o oand liabilicies and their fipancial reported amounts at

gk snacted laws and statutory rates applicable to the

F-7




daferred tat agsets if it is
waf not bhat the future tax beneflts
xf will not be realized.

wrd Lasund SPAS No. 123, “Accounting
aFas Neo, 123, entities recognlze as
: f5it value of all stock-based awards
aunlrues to apply the provisions of
ion He. 5, “Acgounting for Stesk
forpma nat income and earnings per
1f ehe fatr value method defined in
seation has slected vo apply the
sngeguently recognizes conpensation
gyants made to employess and directors
pavkat price of the underlying stock
Py stock options granted to

annt it a8 Eo recognize ags an expense,
- af che options.

garnod, fevenves related to long distance

sty Lo aptears and the associated revenues

&t gervieds. Is June 1999, the Company began

gL Home fditlon, to congumers, Charges for

a advance asd the Company recognizes

syar nhie secvice period, which management Ce
provigion of services. S

snevprad, Included Ln sales and marketing
approgimately $7,122.000 and $592,000 for
4 the pericd January 35, 1998

8. respectively.

aliy subject the Company to
{sy principally of cash and cash -
rwballe, The Company places its cash and cash A
sritysiong considered by management to be high :
padly Balances at financial institutions in
by tha Fsderal Deposit Insurance Corporation
mavely 599 millilon invested in interest

am Fixed ingome lavestments that are not
wy has net exparienced any losses in these
s, sxponad to any significapt credit risk on

L gourse nf buwainess, the Company extends
iy Unligd States,

Fod
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IHC. AND SUHSIDIARIES

FINANCIAL STATEMENTS

wat of Finaneial Standards (SPAS) Ho. 131, "Disclosures about

#f an Entarprise and Related Information," requires that the

% fimafsotal and descriptive information about reportable

W, B8 how these gagments were determined, The Company operated
“igeal yoaazr 1499 and the period January 15, 1998 (Inception) through
T4, 1%%8 1n e single segment. The Company determines the

foanid p?‘&nlnugum 3f respurdes based on total operations. Based

; management has determined that the Company operates as
dafined by SFAS He. 131,

FE INETRUMENTS

wded amounis of cash and cash egquivalents approximate fair value
ghoxt - ferm nature of these instruments. The Company has
th&t due to the lnterest rates and short-term nature of the

HANKGIMENTY S USE P RSTIMATES

sprasian of findanclal statements in conformity with generally
witing principles requires management to make estimates and
that aff{ect the reported amounts of assets and liabilities and
f sonbingent assets and liabilities at the date of the
Atpmants, Estimates also affect the reported amounts of

§ wxpanses during the reporting period. Actual results could
o those egtimates,

STING PRONOUNCEMENTS

1999, the Securities and Exchange Commission ("SEC") issued
vmuuq 8uLlnrin No, 100 ("SAB 100"), "Restructuring and

fharges." SAB 100 provides the SEC staff's views regarding the
by angd disclosure of certain expenses commonly reported in

i with e#xit getivities and business combinations., The Company does
pata that SAR 100 will have a material impact on the consolidated
ATATEMANTS .

L¥89, the 5BC issued Staff Accounting Bulletin No. 101 ("SAB
ranue Recognition in Financial Statements.” While not intended to
f*arn ‘x?ﬂva“ult velated to revenue recognition, SAB 101 provides
guidance on revenua recognition policies and procedures. The
ey that its current accounting policies and propcedures
rayvenue recognitios comply with SaB 101.

: i 1998 financial statements have been
na gonform with the December 31, 1999 presentation.

& EGURTPMENT
pective dates, property and equipment consist of the following:

1 288°]




L8R8, AMD SUBSIDLARIES

FIMRMOIAL STATEMENTS

T R I A N R

1999 1998
<Co> O
£11,018,000 5 6,672,000
9,237,000 2,898,000
10,830,000 2,984,000
1,078,000 254,000
235,000 185,000
1,815,000
34,203,000 12,983,000
5,654,000 1,283,000

528,549,000 $11,710,000

P - e e

amoreization expense related to property and equipment
icimately 61,999,000 and $2,373,000, respectively, for the
st 11, 1999 and approximately S$586,000 and $697,000,

fny vhée period Januvary 15, 1998 (Inception) through December

v ivg danex, assets acqulired under capital leases, included in
wipeipment, consist of the following:

1599 1998
<C> <C>
10,778,000 S .-
4,968,000 .-
298,000 95,000
15,944,000 95,000
o dufirenianion and amortization 3,070,000 8,000

$12,874,000 $ 87,000

e e vu b -

vhi Company entered into an agreement with CMB Capital, LLC
2 enbity of a shareholder of the Company) to sell and

rain equipment, This agreement allowed for a sale and

yp ta $35.2 million of certain equipment with revolving terms
wrel approximate effective interest rates ranging from 10.0% to
jed in this agreement was a stock warrant to purchase 521,832
smon stuek at $3.37 per share, The Company accounted for the

d Lp accordance with SFAS No, 123, recognizing costs

ith the grant equal to the fair value of the warrant, The

nad rocorded the falr value of the warranmt as a commitment fee

d with vhe capiral lease obligation and included it as part of
Leane payments. .

pires wn March 2009, For the year ended December 31, 1999,
t4 and Leased-back certain equipment, receiving proceeds
went @f approximately $16.0 million. No gain or loss was
i the sala of these assets. At December 31, 1899, the Company
ximately $19.2 miliion available under this agreement for future
axeback transactions. The assets of the Company collateralize

the Company entered into an agreement with CMB Capital,
re the terms of the leasing facility to allow for the early
gilivy. The

F-10




THEE, MO, AND SUBSIDIARIES

PIHANGTAL STATEMENTS

e T T S SV U R e T S Cpieurppp,

=areants for 11%, 500 shares of common stock at $7.27 per
¢ fapaid the entire facility subsequent to December 31,
10 Hote L4,

gatas. other assmts consist of the following:

1999 1998

L depanit, restrieted $500,000 5 -
ania from 8tockholders 205,000 85,000
, 217,000 68,000

5922,000 $153,000

L T i e

of deposit is pledged as collateral on an outstanding

it i the amount of 5$500,000 relatved to lease obligations on
png 'y office spaces.

AYAELE AND ACCHUBD LIABILITIES

U dabed, donounts payable and accrued liabilities consist

1999 1998
payable $5,177,000 $4,263,000
ey 517,000 --
vl related liabilities 744,000 106,000
Lir o preferved shareholders 1,844,000 -~
441,000 -~
Piabiliivies 442,000 33,000

§8,165,000 $4,402,000

mauwmDwmmT . 202w .

ampany financed the purchase of certain assets with a

- Pecember 31, 1999 and December 31, 1998, the balance of
prosinately 588,000 and $653,000, respectively, The note
HFE A% approximately 10.0% and is payable in the year 2000. The
iwgsd collateralize the note,

CARER

ay Was wptered into various non-cancelable operating leases for
sy offiow spame with monthly payments through the year 2009,
genaral and administravive expense i{s rental expense relating
leases of approximately $1,606,000 and $198,000 for the year
15%% 4and the period January 15, 1998 (Inception) through
i, respenrively,

F-11




AU SUBSTUIARIES

TEHENTS

: R E o S e et s om . m . B L L T -

v ikt aon-gangelable operating and capital
af DEcomber 31, 1999 are as follows:

CAPITAL
CGPERATING LEASE LONG-

LEASES OBLIGATIONS DEBT

“<Co <C> <C>

§ 1,004,000 $ 5,285,000 $ 88,000
1,320,000 5,266,000 e
1,183,000 5,247,000 <
1,314,000 2,309,000 ==
1,256,000 .- o
5,977,000 18,107,000 88,000 .

WEED FROTULOTLY
prptis wharooth,
REES pRyRBDLE .- 1,206,000 “
§ 5,977,000 16,901,000 s 88,0007
LR T Y -----n---’
Fatursdt on obllanatlons under capltal lease 2,855,000

3 paymants {ineluading approximately
5y $ 14,046,000

-

wn Pehruary 14, 2000 the Company paid $14,365,000
aupital lLease obligations outstanding,

EMCTES

spuned billings and access charges from certain

w3 (IR8%) and incumbent local exghange carriers

¥ gunzends the lovoleing of billings and access charges
g owieh Ehe interconnection, service level, or tariff

wgpny Lhe Company and certaln IXCs and ILECs, The

ar a paryion of theses disputes and management

pany will prevail in these disputes, At December 31,

onntE recognized were approximately $2,300,000.

erratn legal actions and claims arising in the
2., It Ls the opinion of management that such
by resolved without material adverse effect on
sitinn,. results of operations, or cash flows. The
a threatened claim from a4 third party primarily

3 inpropey use of trade secrets, No legal action has
8 alleged clafm, which the Company belleves is

any legal action result, the Company intends to
frion.




NG BND SUBSIDIARIES

¥
"
ok
3
5
=
4
w
3
>
w3
%
141
=z
3
%]

e

&y anfed Decenber 31, 1999 and the period January 15, 1998

3 thignygh Decamber 31, 1998, no benefit for federal or state

g #n recorded due to the full valuation allowance recorded
Telrred tax asset,

¢ 33, 1598 and 1998, the Company had a net operating loss of
549,330,000 and $12,700,000, respectively, available to

v Lederal ifnhcome Caxes. This net operating loss carryforward
#epive in 2018 and {s subject to limitation in any given year
f certain changes in ownerskiip, as set forth in the Tnternal
Seution 387 and related Treasury Regulations,

the temporary differences that gave rise to the deferred
Lxe yespective dates were the following:

1999 1998
SO%8)
$ 155,000 $ 20,000
Wil LaR AHSeUs:

{ Sy 18,742,000 4,827,000
(876,000) 70,000
NS aYLen 295,000 34,000
292,000 22,000
18,453,000 4,953,000
18,608,000 4,973,000

(18,608,000)

LEL 2R T

INOME TAXESs,

(4,973,000)

X T e X R

# 4 valuation allowance against net deferred tax assats
a2ught of available evidence, it is more likely than not
wf the deferred tax assets will not be realized. The net
#% &t December 31, 1999 and 1998 has been offset by the

a4 valuation allowance for the full amount of the deferred

# table gswmmarizes, at the respective dates, the approximate
stween the acrual tax provision and amounts obtained by
itatutory U.S8, federal income tax rate of 35% to the income

1999
Pnigns {nenefin)

$(12,590,000)
#ral provision/(benefit)

{1,045,000)

o allowance 13,635,000

LR LT LT T

F-13

(13,635,000,

1998

$ (4,592,000)
(381,000)

(4,973,000)
4,973,000




IHS, AND SUBSIDIARIES

BATED PINANCIAL STATEMENTS

iy Wwith the closing of the IPO, the Company amended its Articles
ition 45 provide the authority to issue 150,000,000 shares of
apd 50.000,000 shares of preferred stock, both with a $.01 par

#dE 46 gommen Stock have been declared by the board of directors
Fodwduary 13, 1998 (Inception).

fCOWVERTIBLE REDEEMABLE PREFERRED STOCK

599%, the Company amended its articles of incorporation to authorize
atgn of up tD 5,930,749 shares of Series A mandatorily convertible
i# preferred stock (Series A Preferred) and 1,338,208 shares of
samlatorily convertible redeemable preferred stock {Series B

Bath with a $.01 par value,

1998, the Company closed a private placement of 2,695,795
Fartes A ¢referred and 1,338,208 shares of Series B Preferred,
bRy oag gate net proceeds of approximately $15 million.

. the Company amended its articles of incorporation to reduce
shzed sbdres of Lty Series A Preferred from 5,930,749 to 2,695,795
ragse the authorized shares of its Series B Preferred from 1,338,208
I Septamber 1999, the Company closed a private placement of
searps of Series B mandatorily convertible redeemable preferred

& Company received aggregate net proceeds of approximately $10
crom this placement,

99, the Company amended its articles of incorporation to
igsygance of up to 2,794,800 shares of its Series C

vertibile redeemable stock (Series C Preferred). The Company
@ plavement of 2,794,800 shares of Series C Preferred stock.
verd aggregate net proceeds of approximately $15 million
CRBenT .

¢k issues yielded 8% cumulative dividends, which amounted
21,654,000 and $190,000 at December 31, 1999 apd 1998,

i January of 2000, the Company paid approximately $1,844,000
i shareholders in satisfaction of the 8% cumulative dividend
were convartved to common stock.

L4%%, in eonnection with the closing of the Company's IPD, all
srily copvertible redeemable preferred stock outstanding was
18.478,256 shares of common stock,

19%9, the Company did not comply with certain provisions of the
ferred private placement agreement relating to the issuance of
: ALeEents &0 the stockholders within a certain time frame. The
oveaioed a wailver from the stockholders relating to

F-14




AND SUBSIDIARIES

- in 1998, In December 1999, these provisions and a put
i #8 a result of the conversion of the Series A and B
1 Sidok.

TREAHNBACTIONS

BALAGUS executives of the Company issued full recourse

hea. totaling approximately $3.31 million, to the Company in
i\ the purchase of 2,929,575 shares of common stock. The
Lidated financial statements include the notes as a
khiskders’ aquity. The outstanding notes receivable at
V9ES amd 1998 are approximately $1,683,000 and $3,329,000,
The prineipal balance of the notes and the related accrued
pRE afnsum) 4re due December 31, 2001. The notes are

sized by the shares of common stock acquired with the potes, and
arg hold 40 escrow by the Company. Interest income on these
ke wak S251.000 and $85,000 in 1999 and 1998, respectively.

Foesitive loaned the Company approximately $5.35 million
L a rate of 8% per year until paid. In August 1998, the
Tl 000 sharas of common stock to the executive in

éha debt and acerued interest payable of $17G,000.

o e qE
[RS8

£30%, the Company cancelled approximately $318,000 of notes
- Pmacguired 279,675 shares of common stock at $1.14 per share
t8 . At December 11, 1999, these shares are presented as
At CoosT.
HPLHNSATION
ber ¥, 1998, the Company adopted the 1998 Equity
F (:he Plan) available for grant to eligible employees and
L0 purchase up to 1,261,000 shares of the Company's
Feptember and November 1999, the board of directors
iéd the shares available for grant under the Plan to
500,000, respectively. The Plan is administered by a
ftasd by the Board, or by the Board. The Board or the
e Bhall administer the Plan, select the eligible
L tadble participants to whom options will be granted, the
the axercise perfiod and the number of shares subject to
= and interpret, construe and implement the provisions of

y#ar ended Dacember 31, 1999 and the period January 15, 1998

: ah December 11, 1998, respectively, the Company awarded
Pian totaling 3,829,557 and 201,850 shares of common

% ly. ar a weighted average option price per share of $5.49
¢k opTion grants approximate the fair market value at the
The westing periods on these options range from immediately
yHRXE and have a maximum contractual life of ten Years.

adaprian of the Plan, the Board issued stock options (the
totaling 3,878,050 shares to various parties at a weighted
-32an prige per share of $2.83. The vesting periods on these
¢ from immediately to three vears, and have a maximum

tife of ten years,

F-15 -




AND SUBEIDIARIES

TAL: STATEMENTS

&4

ivity for the year ended December 31, 1999
{taoeption) through December 31, 1998 is

1998 EQUITY

IHITIAL PLAN PARTICIPATION PLAN
HEIGHTED WEIGHTED
AVERAGE AVERAGE
; NIMBER OF EXERCISE NUMBER OF EXERCISE NUMBER OF
: SHARRES PRICE SHARES PRICE SHARES
L s <C> <C> <C>
E. LRAE
- . - - . - s -- - -
: 1,878, 040 2.83 201,850 3.64 4,079,900
1 {54, 8%0) 2.46 .- .- (58,850
1819, 200 2.79 201,850 3.64 4,021,050
3,829,557 5.49 3,829,557
(35, 088) 1.73 (1,467) 3,64 (306,555)
LT 31.49 (55,795) 3.69 (3B7,768)
1,182,139 $ 2,87 3,974,145 $ 5,42 7,156,284

e e s - o -

WL far the Company's stock optiong dgranted been

thg fair value at vhe date of grant, consistent with

A3 W@, 123, the Company's net loss and loss per share
the year ended December 31, 1999 and the period January
ey Ehrough December 31, 1998, respectively, wguld have
£he pro formd amounts shown below,

PERIOD
JANUARY 15, 1998
YEAR ENDED (INCEPTION)
PECEMBER 31, THROUGH DECEMBER 31
1999 1998
<C» <C>
$(35,971,000) $(13,122,000)
{36,477,000) (13,161,000)
FER DOMMON SUARE
§ (2.49) $ (2.00)
(2.42) (2.01)

AR

¥ wore datermined using the Black-Scholes valuation
ing ey assumptions: (a) a discount rate ranging from
8%, th) & vplatility factor of 81%; (c) an average

¢ 9f % years; (d) there have been no options that have
paymant of dividends on common stook.

P16




the
Bpt
Chg

WETGWTED AVERAGE

REMAINING

SHTRASTUAL LIFE
{1N YEARS)

YEAR ENGED
BECSHMBER 31,
PR
R e Nk

G

£639, 471, 0004
i grelaired

i1, 654, 000)

L LT

L7628, (00)

oy o g 340 et

8,094 359

SF e 1o 5

3 (3.,49)

WO e o o .

§e17

aptiong and warrants
ans granted to

same: pericds,

0 related te these
VigLOnS Sf SFAS Mo. 123.

N ke R R b E e d W m e e R

i aBg0t steck options and warrants

NUMBER
EXZRCISABLE

%.583,795
148,500
2,732,295

LT B et

*iddng net loss attributdble to
! funbis of commion. shazes

‘u&s per shars agsumes the
ket price exceads
nhv dompany with related
Jxvn cncﬁ are nct xnciuded

PERIOD
IANUARY. 15, 1998
{TNCEPTION)
THROUGH PECEMBER 31,
1998

R e L L R T Ty

S0

#(13,122,000)

{190,000)

R I

$(13,312,000)

o 1

6,554,499

0t o 1

$ (2.03)

e 2



Lh& periods presented, basic and diluted net loss per share are
rﬂtﬁz;i:ﬁd options to purchase 7,156,284 and 4,021,051 shares of
# mandatorily convertible redeemable preferred stock
2 ard 4.437.40) shares of common stock for the year ended
#ud the period January 15, 1998 (Inception) through
reégpectively, which could potentially dilute basic

the future were not included in the computation of
share for these periods because to do so would have
. sagh case.

2400, the Company gntered into an agreement in principle to
1 Cumifluntcations, Inc, (Touch 1), a provider of long-distance
amATERtIng services, In additlon to entering this agreement, the
: s gubsidiary, Tiger Acquisition Corporation, for the
seuting this pendxng acquisition. The acguisition of Touch 1

3 tor using the purchase method of accounting. The purchase

fisition are subject to, among other things, the signing of a
i @mpnt, regulatory approvials, and customary closing
» asgyigition of Touch 1 is expected toc be completed by the

2084, the Company pald CMB Capital, LLC approximately
'%*1nguxﬂh the outstanding debt relating to the sale and

X .2 miilion revolving credit facility. As a part of this
'qm company will recognize an extraordinary loss of

¢ 54,600,000, The extraordinary loss consists of the expense to
s dabt and the unamortized portion of 115,500 stock warrants
ant to the agreement that were being amortized over the life of

RESULTS (UNAUDITED)

¢ tahle presents unaudited quarterly operating results for each
gy quartars, as this table includes all full quarters of

2f ingeption on January 15, 1998. This information has been
GCompany on a basis consistent with the Company's

tnanwial statement statements and includes all adjustments,
#f normal recurring accruals, in accordance with generally
g prineiples. Such quarterly results are not necessarily
are oparaling results.
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ISLDIARLES

Kb BTATEMENTS

QUARTER ENDED

JUNE 11, SEPTEMBER 10,

FEAS 1958
4 . $ -
2,841,060 31,833,000
tE TLE, 508) (3,850,000)
5 {1,135 5 (0.63)

403, 500 6,230,098

QUARTER ENDED

A I R R

£-19

DECEMBER 31,
1598
140,000
6,437,000
(6,161,000)
$ (0.44)

14,411,100

JUNE 30, SEPTEMBER 30, DECEMBER 31,

1999 1999 1999

<C> <Cx»

761,000 ] 745,000 5 4,445,000
4,488,000 10,849,000 16,493,000
{2,611, 000) (12,097,000) (12,124,000)
$ (0.41) s (0.96) S (0,75}
411,000 13,025,583 17,257,893

For each three month and twelve month
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af Z<Tel since inceptlon. Mr,
gies, Tng. from 1991 to 1997, executive vice
angd vige president from 1991 to 1994, From 1987 to
jessant and financial consultant with Olympus

ahs with HationsBank of Florida, N.A, and Chase
b hig B 8. Ly Commerce from the University of

has served ap president of 2Z-Tel Network

fe founded and sold Pace Long Distance Service
has previously served as vice president of

as technigal

#t Haneywell Information Systems and as senlor

rvsigl ag senior vice president--chief financial
From 1982 through 1999 he was an employee and. then
My, Hutchens received a B,S. in Accountancy

VE OFFICERS OF THE REGISTRANT

zprtailn informavion regarding our directors

POSITION
Qi
Pregident, Chief Executive Qfficer and Chairman of’ th
and Director
brasident, Z-Tel Network Services, Inc.
S¢filor Vice Pres{dent--Chief Financlal Offlcer
Senlor Vice President--Chlief Technology Officer -
Sanior Vice Prasident--Englneering and Technical” Supp'
Senlor Vice President--Chief Architect
Senlor Vice President--Business Development
Seoretary and Treasurer
General Counsgel
ohief Legal Offiger
Sanior viece Presldent--Strategic Planning
Vice President--Marketing
Piractor and Vice President--Strategic Alliances
Direator
Director
Dirgctof
Director

smith was a

Inc,, companies that he founded.

has over twenty-four years of




i &ddivistration from the Ohio State University. Mr. Hutchens

LA AgdiGuntant lidensed in Florida,

MeBotough has served as senlor vice president--chief

Y sihde August 1998, From 1975 through 1998, he was an employee
£ 4% Andarsen Censulting LLP. Mr. McDonough received a B.A, in
#ring atd & ¥.8. in Industrial Administration from Carnegie

whiing has served as senicr vice president--engineering and

1% §Lage January 1999. Mr. Bunting served as senior vice

W 1A8%5 Networks from August 1998 to January 1999, From 1968

& an officer of NationsBank, serving most recently as senior
H#wot, banking, Mr. Bunting attended OLd Dominion University.

- Eltchen, a founder of Z-Tel, has served as senior vice
arehitect of 2-Tel since Januvary 1999, He served as vice
drmearing from Jancary 1998 to December 1998 and was a chief

w deweloper of Premiere Communications, Inc. from 1992 to 1997. Mr.

- hkx B8, In Engineering from Georgia Institute of Technology.

s darratt has served as senior vice president--business

el sioce Dacember 1999. From 1987 through 1999, he was an
§ Lag., serving most recently as managing director and senior
and hwad of the technology and telecomunications group. Mr, '
S8, dun Industrial Engineering from the University of Arkansas and
» Undvarsity of Virginia.

Jubngon has served as secretary and treasurer of z-Tel since
HMay LE88 untll his arrival at Z-Tel, Mr. Johnson was an

# Hanagement, a venture firm, From November 1991 until May

wAR & cradit polley executive of First Union National Bank.
# B.A, from the University of Virginia.

- R Kupor has served ag general counsel of Z-Tel since November
¢ 1983 gntil January 1998, Mr, Kupor was an attorney with the
Palbright & Jaworski LLP, specializing in complex commercial
Jatton. Prom Japuary 1998 until November 1999 Mr. Kupor was a
“ater founsel 4t A I M Management Group, Inc., an

Jroup of registered investment companies, where his

4 swpcurities registration, corporate and fund

abnt and employment-related legal issues. Mr. Kupor has a B.S.

o the University of Pennsylvania and a J.D. from the Boalt Hall
Lothe University of california at Berkeley.

e
e

am has served as chief legal officer of Z-Tel since
practiced corporate and tax law in Tampa, Florida since

h the firm of Cass & Graham, He earned his Bachelor's in
du Btate University and his law degree, with honors, from
~i2riddn College of law in 1987 and went on to earn a Master of
& in 1986,
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hA$ sErvdd as senior vice president--strategic

Gt May 1998 te June 1999, Mr. Curtis was vice

ant ahd legal affairs at 2-Tel, From September 1995

¢ Wds an atuorney at the Houston offlce of Fulbright &
cialised in antitrust and complex federal litigation.

nig Duke Yniversity School of Law in 1995. Mr. Curtis

gaphy £y Trinity University and his Doctor of

Urivarsity of Gxford (England).

o
*

fi Bds served as vice president--marketing of Z-Tel since
gt 1¥89 heé held the position of senior brand manager
¢ afid prigr to that from 1992 to 1996 he was an

iog Kralt General Foods Corp, Mr. Jackson received his
Yregifita and hig M.B.A. from University of Michigan.

esn a director of Z-Tel since July 1998 and vice

since July 1999. Mr. Mayer is the president of
T Lnvestient company. Mr. Mayer holds a Bachelor
Fity of Windsor and a M.B.A. from New York

Famssn has been a director of I-Tel since December 1998,
HsHT vice pregident and managing director of Bank of
{Yformarly NationsBank Capital Corporation) since 1989,
Goard of directors of CallWare Technologies, Inc.,

.1 WX Technology Corporation, HAHT Software, Inc., Med

L Bperations Company, Morth American Technologies Group,
sdkngs, Ing, Mr. Williamson received a B.A. from Denison
zam Columbia Unlversity.

# founder of I-Tel, has served as a director of
Bowden 18 currently a director of the Boston

fi a8 vice president of Bell Atlantic Corporation

2 wig a vice president of The Nynex Corporation from
sdent and a director of The Boston Consulting Group
an regeived his B.S. from the University of Michigan
ward Graduate School of Business.

#it nas been a director of Z-Tel since July 1998. Since
#xn the president of Sewanee Ventures, LLC, a private

0 996 My. Drtale was a director and then a managing
pital Marxets Inc. He is a member of the hoard of

L dyguems. Mr, Ortale received his B.A. degree from
antd & M,B.4. from Vanderbilt University,

in has been a diregtor of %Z-Tel since October 1999,
: pf Gramercy Communications Partners, a private

k specializing in telecommunications investments.

g glohkal telecommunications practice at Credit
rrently a member of the
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the Wall Street Division of the United Jewish Appeal and
of the Arts Connection and the Jerusalem Foundation. Mr.
Fgalved his B.A. from Harvard University, his M. Phil from Balliol
# ixford University and an LL.B from the University of Toronto Law.

N L%ia) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

spction 16¢4) filing requirements have been complied with since our
gffering on December 14, 1999, except that for each of the
Zirpotors and officers, one form was not timely filed relating to the
tiumb#r 6f transactions: Messrs. Bowden, Ortale, Grafstein, and

b QN LTAnsaction; Mr, Garrett, two transactions and his initial

7 Lagoming a Section 16(a) reporting persen. In addition, the initial
swnarghip report of Mr. Curtis did not accurately reflect the

zsrvain of Nis holdings.
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EXROUTIVE COMPBNSATION

COMPEHEATION TABLE

The tollowing table provides summary information concerning
yEatidsn patd or agorued by us to, or on behalf of, our "Named Executive
whigh ate (}) our Chief Executive Qfficer, {2) our four most highly

'y gne additional individual who was an executive officer during 1999
S¥Evkng In that capacity on December 31, 1999, The aggregate amount
Loy and’ other personal benefits, securities or property received by
v Mamed Executive Officers was less than either $50,000 or 10% of the
g4l #alary and bonus reported for that Named Executive Officer:

ANNUAL COMPENSATION LONG TERM COMPENSATION
---------------------- AWARDS

SHARES
SALARY BONUS UNDERLY ING
FRLNOTPAL PLGITION 3 (s) OPTIONS
<C> <C> <C>
162,000 - 1,100
131,625 --- -~
Wite President--Business
[ and Chief Legal Officer
162,000 ... 27,500
Prasidenc--Chief archivect
162,000 .- 27,500

Wi
ek Servicaes .
cagh 162,000 --- 27,500
Yign Prasident--Chief Technologw Officer
: 137,500 LR 357,500

# September 1999, Mr. Alba was no longer employed by us. "All Other
n* foy Mr, Alba reflects amounts paid to him pursuant to a severance

s wpmpansation for consulting services provided by Malfara
#4 assumed name of Mr, Malfara,

The following table contains information concerning the stock option
#ada %o sach of the Named Executive Officers during the fiscal year ended
iy X1, L4999, subject to the following:

Under ouy 19%8 Equity Particlpation Plan, stock options are generally
b5t an of the employee's start date, The options generally vest over a three
tad commencing on the start date and expire ten years thereafter (unless
BEpluves gt the vime of grant owned more
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¥ &f the total cosbined voting power of all classes of stock, in which
gy exprire over five years).

The ¥3 and 10% assumed annual rates of compounded stock price

atigh ars mandatsd by the rules of the Securities and Exchange

2. We cannot be certain that the actual stock price appreciation over
iyeyEar opLion term will be at the assumed 5% and 10% levels or at any
efised Levél. Unless the market price of the common stock appreciates
npLLan term, no value will be realized from the option grants. The

&l redlizabie value is calculated by assuming that the fair market value
sommon stock as determined by the Board of Directors on the date of grant
fiphiony appreciates at the indicated rate of the entire term of the

A uhat the option is exercised at the exercise price and sold on the
a% the appreciated price.

INDIVIDUAL GRANTS

WEIGHTED
NUMBER OF SHARES AVERAGE
QF COMMON STOCK % OF TOTAL EXERCISE
UNDERLYING OPTIONS GRANTED TQ PRICE EXBIRATION -
HAWE SPTIONS GRANTED EMPLOYEES IN 1999 (S/SH) DATE (5% SY
<L <C> <C» <C> <C> .
1,100 <1t 3.64 08/01/04 1,106
27,500 <1 5.45 10/09/09 945,256
27,500 <1t 5.45 10/09/09 9452
yem W, Mehonough 27,500 <1 5.45 10/09,/09 94256
GwwlA ). Halfara, 8r. $0,700 <1t 3.64 01/26/09 93,169
103,400 3% 3.64 02/01/03 236,708
185,900 5% 31.64 07/26/09 42575587
27,500 <13 5.45 10/08/09 94,256

Mr. Alba was no longer employed by us.
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WER OFTION ENERCISES IN LAST FISCAL YEAR AND YEAR-END OPTION YVALUE TABLE

Tha {ollowing table shows information concerning stock option

dufing 1999 and stock option values as of the year ending December 31,
; { the Named Executive Officers. The value of unexercised

tiong i determined by subtracting the exercise price from the
alug ©f the common stock based on $40.375, the closing price of

¢ gtsek as of December 31, 1999, multiplied by the number of shares
LEE gptions.
NUMBER OF SECURITIES
* SHARES UNDERLYING UNEXERCISED
ACQUIRED ON VALUE OPTIONS AT FISCAL YEAR-END (5)

phamber 1939, Mr, Alba was no longer employed by us.

§ COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION

ranpation committee of the Board of Directors consisted of

4nd Williamson during the year ended December 31, 1899, both of
amployde directors, The compensation committee is responsible . for
coneErning executive officer compensation, including decisions
rants of incentive stock options,

. UTRHPERSATION

suicipation Plan of Z-Tel Technologies, Inc., each outside
whty gerved ag such as of the date of Z-Tel's initial public offering

f

AA%E Lo purchase 1,100 shares of 2-Tel's common stock, and will

ony L0 purchase an additional 1,100 shares of Z-Tel's common stock

eiach annual meeting of shareholders following such initial public

71

EXERCISE (#) REALIZED ($) EXERCISABLE UNEXERCISABLE
< <C> <C>» <C>
. " 336,111 214,985
- - 129,800 .-
. - 351,389 226,111
14,000 133,600 119,861 172,639
147,480 1,008,951 0 270,010
- . 0 357,500

<C> -
12,347; 0472
4,768,203
12,908,271
4,403509
o

0




TERMINATION OF EMPLOYMENT AND

W% hiive ¢ “2red into the following employment agreements:

ANNUAL
TERM SALARY POSITION
<C> <C> <C> i
July 1998 - July 2001 $162,000 President, Chlef Executive Officer
Chairman - i
figs W. Hobonougn August 1998 - August 2001 F162,000 Senicr Vice President - Chlef Teg qy
officer 5
=, Brean bunting August 1998 - August 2001 $162,000 Senlor Vice President - Engigeer
Technical Services g
SJEMey K. Kiudhen July 1998 - July 2001 $162, 000 Senicr Vice Presldent = Chlef.
A TRBLES

The¢ employment agreements with Messrs., Smith, Mcbonough, Bunting and
Eivghoh also provide for:

& automatic reneval for subsequent one year terms unless either party elects
mgt Lo renéw prior to 90 days from the end of the then current term of the
agreement.

i 4 bonus or ether incentive compensation in an amount to be determined by
aur compensation committee;

b the payment of his base salary and any other benefits to which he would
have besn entitled for the term of the agreement if he is terminated
without cause (as defined in the agreements);

e generally, if a change of control occurs, the payment of two and
nine-tenths (2.9) times his base salary and any incentive or bonus paid in
tne prior year Lf, within three years of the occurrence of a change of
sontrol, specified events ocecur;

& his obligation to keep our nonpublic information confidential; and

o his obligation not to compete with us in the United States and not to
aulicit our employees.

SENERANCE AGREEMENT

We and Mr, Russell T. Alba are parties to an agreement, dated September
. 1999, where we, among other things, agreed to pay a total severance amount of
$324, 000, which amount is payable monthly for a period of two years, pravide
i benefits and provide for the extension of the exercise period of stock
»prions for '~ Alba., Mr, Alba and we also provided each other with a mutual
aase of any prior legal claims,

5F
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SECURITY OWHMERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth, as of March 24, 2000 (unless otherwise

A%E%Ed) . the number of shares of our common stock beneficially owned by:

3 €ach person who we know to be a beneficial owner of 5% or more of our
outstanding common stock;

4 gagh of our directors;
] #ach of cur Named Executive Officers; and

al} evecutive officers and directors as a group,

AMOUNT AND
NATURE OF
BENEFICIAL PERCENT OF CLASS
CHEEE OWNERSHIP (1)
<C> <C>
. Basyy HELEN L2903y L L . 0 L 0L L 7,743,022 23.90
P e mmeith (3303 . L 0 L L L L 7,743,022 23.90
Imegatmgngs, L.P. (3) . . . . L . . 5,500,000 17.18
ToOALDE (1304 e e e e 425,425 1.32
Haltara, Sr. (23(5) - . . . . . ... 60,042 -
Eivaben (23¢8) . . . . . o . . ... L, 1,803,278 5.56
W.  MoDonouwgh (1y67y 000 L L 0L oL 806,657 2.52
O T o R I 380,417 1.18
FooMayer 2309y L L L L L. ~0- .
. Brsaie TEOROY L s 1,829,061 5.71
Willsamsan  (2)¢11y . . . . . . . . L L L. -0- -
gan (v (22y o0 0L e e e e 339,167 1.985
Grafstein (11 F T -0~ -
A Ventures Limited (143 . . . L L o L, L L, . 2,348,520 7.34
a1 Sompony, LOP. (15) . . . . L L L L L L. 1,780,325 5,56
oy 0Tl LoP (Y6 L L L L L L 3,074,280 §.61
wetarg and officers as a group (18 persons) 13,599,079 40.57

EE R Y

> Lusg than 1V,

ieficial ownership is determined in accordance with the rules of the

téy and Exchange Commission. In computing the aggregate number of shares
wiaily owned by the individual stockholders and groups of stockholders
+ibed above and the percentage ownership of such individuals and groups,
red of common stock subject to options or warrants that are currently

bl# or exercisable within 60 days of the date of this report are deemed
ding. Such shares, however, are not deemed outstanding for the purposes

wting the percentage ownership of the other stockholders or groups of
iders,
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foy each of Messrs. Smith, Alba, Malfara, Kitchen, McDonough,
¢ Oriale, Williamson and Bowden and Mrs, Smith is c¢/o 2-Tel
inm., 601 south Harbour Island Boulevard, Suite 220, Tampa,

3

Asith and Carol Jane Smith are husband and wife. The number of
fur &, dregory Smith and for Carol Jane Smith each includes all of
by /€Y Investments, L.P., a Delaware limited partnership. G/CJ
., a4 Delaware corporation established and controlled by ¥r. and
the gsale general partner of G/CJ Investments, L.P. The share
Lutdes 397,222 shares for Mr. Smith and Mrs. Smith which are
néfielally owned by them by virtue of certain stock options that
mkargisable or become exercisable within 60 days. The address of
¥%d. L.¥P. 1s 300 Delaware Avenue, Suite 900, Wilmington, DE 19801.

Fom

4 ££9.800 shares deemed to be beneficially owned by Mr. Alba by
npfain shock optlons that are currently exercisable or which become
L# within 60 days. Effective September 1899, Mr. Alba was no longer

By ua.

242 shares deemed to be beneficially owned by Mr. Malfara by
in steck options that are currently exercisable or which become
within 50 days.

427.778 ahares deemed to be beneficially owned by Mr. Kitchen by
in stouk ophionsg that are currently exercisable or which become
i 60 days.

5%, 117 shares deemed to be beneficially owned by Mr. McDonough by
#erbains stook options that are currently exercisable or which become
i in 60 days.

184.417 shares deemed to be beneficially owned by Mr. Bunting by
i suock options that are currently exercisable or which become
‘ibhin 60 davs.

zlude 2,348,520 shares owned directly by Fulmead Ventures
baneficially owned by The Mayer Trust. Mr, Mayer is a

clary of The Mayer Trust, Mr. Mayer disclaims beneficial

4% shares as he does not have voting or dispositive power with
shaves,

tgdes 1, 780.125 ghares owned by BA Capital Company, L.P., of which Mr.
205 i 3 genlor officer. Mr. Williamson disclaims beneficial ownership of
ug gwnesl by BA Capital Company, L.P.

20,147 shares deemed to be beneficlally owned by Mr, Bowden by

34 stoek ophions that are currently exercisable or which become
50 days.

474,380 shares owned by Gramercy Z-Tel L.P., of which Mr.
antoyr officer, Mr, Grafstein disclaims beneficial ownership of
5 pwnad by Gramerey 2-Tel L.P,

information is derived from a Schedule 13G dated February 4, 2000

2Ly by The Mayer Trust, BEduard J. Mayer, Mutual Risk Management Ltd.,
% Management (Holdings) Limited, Hemisphere Trust (Jersey) Limited,

- Trustees Limited, Hemisphere Nominees Limited, Hemisphere Investments
Fulmead VYentures Limited. Each of these parties is shown to have
ing 4nd dispositive power with respect to all of the shares shaown.
Hayar diselaims beneficial ownership of the shares shown. The address
Yentures Limited is Akara Bldg., 24 Castro Street, Wickhams Cay I,

n. Togtols, Briclsh Virgin Islands,

t

b3

g informavion is derived from a Schedule 13G dated February 14, 2000

intiy by BA Capital Company, L.P., BA SBIC Management, LLC, BA Equity

3%, L.P.. BA EBEguity Management GP, LLC, Walter W, Walker, Jr., and Bank e
Surpdration. Each of these parties is shown to have sole voting and o -
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a7 with respect to all of the shares shown. The address of BA
¥: L.F., I8 Y01 Main Street, 22nd Floor, Dallas, TX 75202-3714,.

#ation 18 derived from a Schedule 13G filed February 14, 2000 and
7 3006 tiled jointly by Gramercy 2-Tel L.P., Gramercy Z-Tel LLC and
. Paruners (Layman), L.P. Each of these parties is shown to have
g dispositive power with respect to all of the shares shown. The
merey 4-Tel L.P. s 712 Fifth Avenue, New York, NY 10019,
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HERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

OF CLMMON STOCK

i Jasuary 15. 1498, Rob Qurtis purchased 110,000 shares of our common
nass price of $12%,000. Mr. Curtis' note to us in the principal
%, Pedrs interest at a rate of B per annum, matures on December
gesured by a pledge of his common stock. The largest amount of
uider the note during 1999 was $93,750, and the outstanding balance
2000 was $0.

amen s dated September L, 1988, each of D. Gregory Smith, James
!Lﬂs W. Mehonough and J. Bryan Bunting, together referred to as

< purchased, in the aggregate, 9,570,000 shares of our
for ah dgyregate purchase price of $10.88 million. In connection
s of these shares, we loaned: (1) $750,000 to Mr. Smith for the
of HAD,000 of his shares, (2) §750,000 to Mr. Kitchen for the
#€ §64,000 of his shares; (3) $468,750 to Mr. McDonough for the
£ 350,000 of his shares and (4) $187,500 to Mr. Bunting for the
of 330,000 of his shares., These loans, which bear interest at an
¢ mature on Dacember 31, 2001, are seoured by a pledge to us of
The largest amount of indebtedness under the notes during 1999
R 50,0066, S46B8,750, and $187,500, respectively, and the
syte balanens as of March 23, 2000 were $0, $500,000, $468,750 and
Lively

greements permit Messrs. Smith and Kitchen, first, and us,
spahage from the officer investors a portion of their shares in the
'.ﬂzﬁaﬁian (ag defined in the agreements) of the officer's

This purchase option must be exercised within 30 days after
of the respective officer’'s employment with us. In addition, the
LBV Lapses automatically if we are involved in a corporate

a4 defined in the agreements).

Lar Hareh 1, 2000, the officer investors have a right, subject to
imitaraong ve determine, or determined by underwriters, if applicable,
shat wi register thelr common stock that is no longer subject to the

4 §37.500 as a result of his exercise of his purchase

fyem Bn individual who left the company. Mr., Smith paid for
wL*n a note under which the largest amount of indebtedness during
: principal balance cf the note on March 23, 2000 was $0,
pitantlally the same terms as Mr. Smith's other note to the

1. 1998, Mr. Smith purchased an additional 85,800 shares
¥
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SERIES A PREFERRED STOCK

v Geptember 27, 1999, we sold an addirional 2,964,500 shares of Series
#egek for an aggregate consideration of approximately $10 million.

W that sfferiny were 148,519 shares purchased for $3,37 per share by

sures Limited, which is beneficially owned by a trust of which Eduard
a peneficiary, and 148,267 shares purchased for $3.37 per share by

Sredle.

~C PREFERRED STOCK

matnber 8, 1999, Gramercy 2-Tel L.P. purchased 3,074,280 shares of
cefarred Stock for a purchase price of $15 million.

¢ FURIEASE AGREEMENT AND STOCKHOLDERS' AGREEMENT

BEETATRATION RIGHTS, The terms of the Series A preferred Stock and
prafaprred Stock provide that the holders of common stock issued upon
, ar as a dividend on, Series A preferrad Stock or Series C
=%, as the case may be, may require us to register that common
he Securities Act beginning no earlier than 180 days after the
nf a registration statement for an initial public offering of our
#oidars of common stock issued upon conversion of, or as a
\ &n, Series A Preferred Stock and Series C preferred Stock also have the
mayse us to register that common stock on Form 5-3 when it becomes
& ra ous if they propose to register securities having a value of at
million. We will bear all registration expenses incurred in connection
srgt three of these demands for registration. In addition, if we
gaiszar securities under the Securities Act, other than
sn Porm 8-4 or Form 5-8, then, the holders of common stock issued
reton 0f, or as a dividend on. Series A preferred Stock, Series B
bl zuey or Series C Preferred Stock have a right, subject to guantity
vimis detapmised by underwricvers if the offering involves an underwriting,
that we register such holders' common stock. If holders.of common
ssued upon cpnvarsion of, or as a dividend on, Series A Preferred Stock,
% Fraferred Stock or Series C Preferred stock participate in that
eatinn, hoiders of common stock issued upon conversion of, or as a
wnd o, Series A Preferred Stock and Series C preferred Stock will have

-y iay

sy over all other holders of common stock (other than Z-Tel).

sy

FRANZRADTTONS WITH OLYMPUS MANAGEMENT GROUP, INC.

ginoe Japuary 1, 2000, Z-Tel Communications, Inc., one of our wholly
swped subsidiaries, hag sub-sub leased, on a month-to-month basis, two pieces of
¥ properey from Olympus Management Group, Inc., an entity of which Mr. Smith
i4 & L00% shareholder. The rental obligation under these sub-sub leases is
i, 8980 par menth. The sub-sub leases are terminable by either party at any time.
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ATER AND REPORTS ON

shabefentys of 2-Tel Technologies, Inc.
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Eliis report:
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SIGNATURES

o the requirements of Section 13 or 15(d) of the Securities
#, the Reyistrant has duly caused this Report to be signed on
saergigned, thereunto duly authorized, as of the 23rd day of

Z4-TEL TECHNOLOGIES, INC,

By: /s/ D. GREGORY SMITH

D. Gregory Smith, President and
Chief Executive Officer

Y B0 the requirements of the Securities Exchange Act of 1934,
AR Den gigned bhelow by the following persons on behalf of the
e gapacities and on the dates indicated.

TITLE DATE

President, CEO, Chairman March 23, 2000
of the Board and Director
(Principal Executive Officer)

Chief Financial Officer March 23, 2000
(Principal Financial and
Acconnting Officer)

S DL WILLIAMSON Director March 23, 2000

LE RS TR R e e on oo

willoamson

EY &, 0BOWDEN Director March 23, 2000

R L L T T

A, Bavwden

. HAYER Director March 23, 2000

A S A e m e e

Director March 23, 2000

HERALR
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CE B, GRAFSTREIN Director

FEE N 4k st hae e

81

March 23, 2000
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1959 !
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for the six
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month periods ended June 30, 2000
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2000 and 1999
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Ly ¥, Yanagement's Discussion and Anal
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sulte of Operations
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Date Filed: 8142000

2000 1999

{ynsuditedy

§ 10,656 $ 101,657

36,476 4,245
5,074 2,304
52,2046 108,208
52,018 28,549
7,088 -
65,918

3,220

17,216 10,408

56,637 23

5 And G)

1,018 ghares issued;
vogpaciivaly 337
(539)
(454}
206,414
(B7,624)
6,037 B
(318)

123,813

SUBSTOIARIES
ENTE OF OPERATIONS
L, BHARE DATA)

£I% HONTHS ENDED
JUNE 3O,
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LIDATED STATEMENT OF CHANGES IN
{18 THOUSANDS, BXCEPT FOR SHARE
(UNAUDITED)

HOTES
CTARLIH HTOOR RECEIVAMLE
wm r e FRCH
AR VALUL BTRCENOYLDERS

§ 3z 5 (1,633
3

pothy

4

1,144

£ 5839
Y] Frrana
ALLUHULATES:
GTRER
COMPRENINS IVE TREABURY
TR ATOCN

¥ - £ 11
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ANl THNTEGRAL PART OF THESE FINANCIAL STATEMENTS.

% TEL TECHNOLDGIES, INC, AND SUBSIDIARIES
STOCKHOLDERS' EQUITY

DATA)

UNEARNLD
STOCK
COMPENSATION

£ 42,48

1,591

to1354)

RTINS

TUTAL
STOCKHOLDERS
EQuITY

§ 116,178
35,288

1.3:8

1,148

Dare Fited: 81472000

) 40,157 § 761 ] 54,113
25,137 578 34,987
10,635 666 17,458

1,799 352 3,089
0. 678 2,390 31,339
4,403 B63 6,492
63,844 5,249 83,341
(22,687 t4,488 (39,208}

455 114 1,741 ayy

1821} (237 (1,064
{368t {1,121 877
(23,055%) {59,611) {38,531}

aoan

R

ADDTTIDNAL
PAID~IN
CAPITAL

5167, 617
39,298

1,318

(2,667}

655

§206, 418

rxwrnFws
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£18, 5014 (38,5313
(29} i

6,038 4,038

(32,494}

L 6,037 $ e § 121,813

creazan mznans sxazssans

STRG NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.

5

#-1PL TECHNOLOGIES, INC. AND SUBSIDIARIES
DEMSED COMSOLIDATED STATEMENTS OF CASH FLOWS
(TN THOUSANDS)
(UNAUDITED)

=

8ix Months Ended
Jurie 30

LTIV LTIES

e oot Iosz te per gash used in

spuing 6,452 1,664

x

2,380 242
: apd liabilicies:
fvable 125,762) {671)
sfis and grher current assets (2,552) (B60}
savarle and scerusd liabilities 13,363 49
Fovenue 3,376
181 42
13,522) 466 :
cerpting astivities {42,053) {11, 085)
YOSRGLNG AOTIVITIES
In and leaseback ranpsaction 9,943
ety and @il pment {20,154} (6,242)
» available for sale {1,050}
nat of cash acguired (8,955)
4 by (used in) investing activities (30,159) 3,701
ROTIVITIES:
gf ahogk options 1,317
af mandatorily convertihle
gk 3,548
i pereivable 1,144
X 1y and capltal lease obligations {21,250} {1,886)
by fused in) financing activities (18.789) 1,662
equivalencs (91,0011 {(5,722)
beginning of period 101,657 7,873

e¢f period
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aevpitoed under cap
s !
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LRE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS,

6

E-9EL TECHMOLOGIES, INC. AND SUBSIDIARIES
CHEER COUMSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

and subsidiaries ("Z-Tel" or the "Company")
ciawdre on January 15, 1998 as Olympus Telecommunications

vt 1898, Olympus Telecommunications Group, Inc. changed

; Technologies, Inc. Z-Tel Technologies, Inc. is the parent
g wo other operations. The Company has eight wholly owned ;

S=Fel Compunications, Inc., %-Tel Business Networks, Inc.,

Ing., Z-Tel Communications of Virginia, Inc., 2-Tel, Inc.,

seiges, Inc., Z-Tel Investments, Inc. and Touch 1

Ine,

wrging previder of advanced, integrated telecommunications
4 to residential subscribers. 2-Tel offers local and; Long:
one services in gombination with enhanced communication
ihle through the telephone or the Internet. Z-Tel offers:
thion sprvice in New York, Texas, Massachusetts, i
angd Georgla, %-Tel also provides long-distance services to
anally.

SHEATTON

unaudited condensed consolidated financial statements hav

e Company in accordance with generally accepted .
wles for interim financial information and are in the“form
r 8 Gnritiaa and Exchange Commission in instructians”to‘
”,la~lc af Regulation S-X. Accordingly they do -not

mp (231 £01 Complete financial statemnnts. The 1nter1m
al syatements should be read in conjunction with the -
”tatewalLr oL the Company as of and for the year ended—

3 included. Operating results for the three and Sl,
June 30, 2000 are not necessarily indicative of the results
gapacted Lor the year ending December 31, 2000. :

the prior period's consolidated financial statements
fied to confaorm to the current period presentation.

SF COHSOLIDATION

dazed financial statements include the accounts of the Company”
11y owned subsidiaries. All material intercompany accounts. and: “:
have been eliminated.

LoTEL TECHNOLOGIES, INC. AND SUBSIDIARIES
SED COHSOLIDATED FINANCIAL STATEMENTS {UNAUDITED) (CONTINUED)

' '(.‘,f’lellzl';{";t‘!ilq‘:- (\(’1‘ /.0//?.003)
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for sale securities

and investments
sthod of Aaccounting fopr

those investments
Statement of
4 No. 115, "Aocounting for Certain
; surities, " securities that are available
Powdalus., &t June 30, 2000, the Company had

Ylion in available for sale securities and

AE, Yespectively, There was an increase of

ir valus, using the specific identification

1 gain, for the three months ended June

nent of comprehensive income in

Sralf Acgounting Bulletin MNo. 101

("SAR
ipanelal Statements.r

While not intended to
: Lo revenoe recognition, SAB 101 provides
Yoreoommition policies and procedures, The
L docounting policies and procedures
aply with SAB 101

ommunications, Inc.
SANCE Service to subscribers throughout
+ Touch 1 is the parent company to itg
el Ine, and direcCONNECT, Inc. The

; shares of the Company’ s
5.1 per share, approximately $9,0 million in
8 million in Lransaction and related fees. The
untéd for using the purchase method of
the results of operation of Touch 1 for the
G0 fthe elosing date for accounting purposes)
AEYANG condensed consolidated financial
noaf Toweh L resulted in approximately $67.0
8¢ preliminarily allocated Lo customer lists and
amertized, on the straight line basis, over

AB Tespectively,

wa dAnfarmation presents a summary of our
ons as iF the

acguisition had occurred at

INC, AaMD SUBSIDIARIES

HANCIAL STATEMENTS(UNRUDITED)(CONTINUED)

SIX MONTHS ENDED

June 30,
2000 1999
$ B5,064 $ 31,531
{46,556) {(17,115)
(1.24) (1.10)

w1 financial infermation is not

el's regults of operations would have
ampleted ar che beginning of the period
vleg of the Company ‘s operations,
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HTINGENC IS

sked billings and access charges from certain
{I%€8) and incumbent local exchange carriers
ibends these billings and access charges are not in
winleraonnaection, service level, or tarifs agreements :
¥ and certain INCs and ILECS, The Company has Ll
disputes ang management believes that the o
these disputes. at June 30, 2000 and December 31
unty were approximately $4.9 and $2.3 million,

:

2ired inko an agreement with a service firm to provide .
o gervics offerings through the telephone. Under this:

5 invested $3.0 million and ig committed to an additional:™
: aits for future services. This contract provides

T certailn circumstances with adjustments to the

loss psy share are computed by dividing net loss
1 stockholders by khe weighted average number of
iding during the period. Ineremental shares of common
e not ineluded in the calculation of diluted net loss
inalugion of such equivalents would be anti~dilutive.

9

TECHNOLOGIES, InC. AND SUBSIDIARIES
WEOLIDATED FINANCIAL S’PATEMEN’I‘S(UNAUDITED) (CONTINUED)

s ealeulated ag follows:

THREE MONTHE ENDED SIX MONTHS ENDED
JUNE 30, JUNE 30,

BT Lpchiaiders

¥ g ey Wit f e

: P Ahave

wgented, basic and Ailuted net loss per share are
@ns to pnrchage 9,421,912 ang 7,156,284 shares of
000 and December 31, 1999, respectively, whieh
ilute basic 28rnings per share in the future, were not -
Autation of diluted net loss per share for these periods: T
auld have been anti-dilutive in each case, .

¥
i

&
5
“

June 30,
i

Heldings, Ine. and Premiere Communications, Inc.

tver 1.01/2.003)
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"PTEKT) £iled a lawsuit ag
Inz., David Gragory Smith

8 Sanlor Vice President of
for patent infringement,

“ract, conversion, misapprop

e opportunities an
cebween PTEK and it

ive ralief against the d
ount of common stock of

Y8 realized by Mr. Smith

< actual and punitive

Ll Be resolved without

are generally incidental

T time the Company is the

10

CHSOLIDATED FINANCIAL

cmplaints filed with

srgement of economic benefits wrongfully obtained, an

damages for willful infringement of the PTEK patent and
ants believe the claims asserted inp the lawsuit are

end to defend it vigorously and have asserted

ALmE against PTER and HMr. Jones.

Dare Filed: 8142000
—— e S

ainst the Company, zZ-Tel
+ Z2-Tel’'s Chairman, Chief

irer and Pregident, Eduargd Mayer, one of 2-Tel's directprs and

Z-Tel. In the lawsuit, »TE
isappropriation of trade secrers,
riation of and conspiracy to
d tortious interference with e
S employees and with PTEK's actugl, "

relatienships. DbTEX seehs preliminary and

2fendants, an equitablie trust of .- o
Z-Tel, return of procesds, with
from the exesrcise and zale of

damages arising out of the common. i

It is the opinion of management
material advercge effect on the

pRsition, results of operations, or cash flows.

course of business, the Company is invcolved in legal

to its operaticns. In addition,

Z-TEL, TECHHOLOGIES, INC. AND SUBSIDIARIES

STATEMENTS(UNAUDITSD)(CONTINUED)

the state utility commissions of

operates or the rec, Most complaints are handled

time there are no formal proceedings pending, While
hne assurance of the ultimate

disposition of incidental legal

eustomer complaints, the Company does not believe their
1 have a material adverse effect on the Company’s

T
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5.0

.1lion shares of Serj

g ¢f the Series D Preferred
g8 of $56.3 million, $43.1
Company, The Series D Pref

@ of $132.00, which price is
he option of the holder (i

ig);,; however, there are cer
sion of the stock by th
Aeemable B years from the
P payable at times in ca
additional Series D Prefe
voeting rights, Each purcha

WALLANL Lo purchase a number of

£ of the amount Gf Serieg
iz exercisable at a
in adjustments.

v {"RFCM) providing

4 accounts receivab

operations or financial position.

any filed a Certificate of Designation authorizing

es D convertible preferred stook

red") . "The Company has received commitments to purchase

at a price of $12.00 for
million of which have been
erred is convertible at a
subject to adjustment, into
1.e., initially convertible on a
tain circumstances that provide
e Company. The Series D Preferred
original issue date, has an 8%
sh and at timesg with in-king
rred and has certain liquidation
5er of Series p Preferred

shares of 2-Te) common stock
D Preferread purchased by each
price of $13.80 P2r share

pany entered into an accounts receivable facility with

for the sale of certain of the

:ivable to Rpc. RFC has agreed ro purchase up to $25

le, $10 million of which is

S magting certain conditions, with provisions for a

- (ver 10172003 T Yage O
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20 550 million, subject to Successful syndication of the
program by RFC, The Company has not utilized any of thisg

Colipany entered into an agreement with a service firm
: 2L provisioning through electronic bonding with

exchibige carriers. Under this agreement, Z-Tel ig committed
¥ 50.5 wmillien cash payment for set-up fees and minimum
: for the next three Years subject to the successful
By the service firm of certain obligations in the future. The
Lmants under the contract, subject to cexrtain adjustments, are’

\ 7.0, and ¢9.0 million over the next three years. This .
oY various termination arrangements with related :

UBHION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS :

Discussion and Analysis of Financial Condition and

11

antt ather sections of Lhis Quarterly Report on Form 10-Q contain

#Lafements vthat involve risks and uncertainties. Our actual

BY materially from those projected in the forward—looking

a vaesult of cartain factors, Factors that may affect our results

inzlude, but are not limited to, our limited operating history and
ainty of tustomer demand, rapid expansion, potential

L&, potential network and interconnection failure,

“xchange carriers, dependence on third party vendors,

‘sonnel, uncertainty of government regulation, legal and

intdes, and competition, Sp=cifically, Verizon Communications,

sarvier on which we rely to accomplish certain steps in

¢ Service and billing for customers in certain locales in

U Ls and Pennsylvania, is experiencing a strike involving its

#. We do not currently believe that the strike will ‘

- own gperations in these states. We disclaim any obligationi:

o0 contained in any Lorward-looking statement, In addition toi

above, other risks, uncertainties, assumptions, ang factors i

A Company’'s financial results are described in the Company'’s o

@i Form 10-K, filed with the Securities ang Exchange L

i 28, 2000,

rﬂw‘nwking stdatements are based on the belief of our management,
ong made by and information currently available to our
Inoking statements also may be included in other written -afd:
# wade or relsased by us., You can identify forward—looking . o
drr Lack that they do not relate strictly to historical or current
iave, " "anticipate, “intend, " "expect, " "estimate, "
expressions are intended to identify forward~looking
looking gtatements describe our expectations today of what
ikely to oceur QT reasonably achievable in the future, but
assure any future cccurrence and may turn out tp bhe

not to place undue reliance on these forward—looking
© only as of the date of this document.

b

provider of advanced, integrated telecommunications

rily to residential subscribers. For maragement purposes,.:

BEG one reportable operating segment. We offer local and long

=rvices in combination with enhanced communication features
elephone or the Internst. The nature of our business jg

e dne, (ver 1.0172.003)
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rafing history, As a result, we
af eur revenuay anel operating results,
aparating expenses a5 a percentage of
ald nov he relied Upon as indicators of
AL our historieal Yrowth rates are

1 servics offering, Z-Line Home Edition

ftige (1) residential telephone servicesg

sumsnr . bundled with enhancea features,

i reling, thres-way calling, speed

il our Z+Line Anywhere access card
fannal Centunication Center ('pogn)

o We effer Z-Line Home Edition

aigd Fennsylvania, and began offering
bordpistke gntering additional states

similar to our current Z-Line

s 31, Iugw, L-line Anywhere is our
CMEY Lo maka lcng—diatanca calls using

¥ by dialing o lowal sceens or toll-free

ig redguired. Subsieribers of 2-Line
Wity of our pee, Z-Line Anywhere isg
Woataners are billed monthly in arrears, and
in the moneh of seyvige.

a0 Capmunications, Ine. {("Pouch L),
of April 10, 2000 for accounting

1 congisted of 1.1 million shares of our
Tough 1 provides employees in sales,
anticipate that this sequisition will
fustomer aoquisition COsts, We believe
; Shportunity to further grow our

for market entry into new states,

QUT Acguisition of Touch 1.
WNEing method, the below
iguidity and capital resources ‘do
rior to our acquisition of Touch
deordance with the adoption of the
cumgion and schedule is included
8 that display the Pro forma statement
4% months ended June 30, 2000.

Mote £40,2 million for the three
i1lion for the same period in the
i1y the result of the average Home
wiaths ended June 30, 2000,
¥Y®ar, The purchase of Touch 1 in
in revenug of #12.0 million from
far the thrae manths ended June 30, 2000

liion for tha 8i¥ monthg ended
tha pane period in the prior year.
mlt of the average Home Edition
anded Juns 30, 2000, compared to 0
ravenus from Touch 3 contributed

tah outline the approximate

an, 4-Line Anywhere and Touch 1 (14
sriod;

T e
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June 30, 2000 June 30, 1999
170,000 0
301,500 80,000

sperations experge increa

ithe ended June 30, 2000, compared to $1.0

= prier year, Network operations expense

A willion for the six menths ended June 30,
the same period in the prior year, The

1y ¢onsisty of fixed and variab

ANt S with incumbent local exch

with inter-ssxch

sed by $24.1 million

le transmission
ange carriers
ange carriers (IXCs), and
Arvangements. The increase in network

@ wunths and six months ended June 30, 2000
whewhly.

is

lag antd Marketing expense increased

anehs onded June 30, 2000, compared to $0.7 million
- Year, Sales and marketing expense increased

: aix monthsg ended June 30, 2000, compared

tha prior year. The sales and marketing
vy, direct mail, brand awarenesg

¢lits paid to employees engaged in

$9.9 million tao

sting sxpense ig attributable to our
rort mail efforts,
Luy purchase of
in their eristing

diveaoy

A large increase occurred

Touch 1 in April 2000, and

locations and the opening

mail campaign was continued through

ful introduction in first quarter

ales and marketing expenditures

rease our telemarkecing and

ing channels.

iz
AR

ol developnent eXuenses increased §1.4
% ended June 30, 2000, compared to
PrLor vaar, Research and development
$3.1 million for the six months ended June
far the same period in the prior year. Our
nEier primarily of salaries and benefitrg

h and development activities and outside

» preduct offerings, development of new

Br custemer care and killing software

and development cost for both the three and

we adopred the provisions of Statement of

4 for the Cost of Computer Software Developed or
Lhe beginning of 1999, Az a result, $1.7 and $3.7

ant costg relating to development of internal

3 Loy the thres and six months ended June 30, 2000,

mitlion for the samae periods in the prioy year. we
i Lo increase in the future as we enh

ance

14

General and adninistrative expense increased
© Lhe thres months anded June 30, 2000,

s

s s wﬁ—sr:v‘*w«nm-‘————w
g /g)jz':"()().")
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o4 million for the same period in the prior year, General and

Brpense increased $26.3 million to $31.3 million for the six
duie 30, 2000, compared to $5.0 million for the same perieoq in the
asral and administrativae expenses consist Primarily of employee
¥ary services, bad debt expense, billing and collection expense,
L&, ang provisioning costs for Z-Line Home Edition Customers.

kion of Touch 1 and the increase in subscribers has caused an

Hpenses for general and administrative Purposes for both the three
anded June 30, 2000 compared to the same periods in the prior

Al our Capacity for back cffice cperations to provide for our
Pwih and introduction of Z-Line Home Edition to new states, We
rral and administrative expenditures will continue to increase in
Wi AnSrease our subscribers, expand our services and enter ney

W AND AMORTIZATION, Depreciation and amortization expense
mhillion to §4.4 million for the three months ended June 30, 2000,
million for rhe same period in the prior vyear. Depreciation and
nse increased $4.8 million to ¢6.5 million for the Six months
2600, vompared to $1.7 million for the same perind in the prior

BLLRE

nodepreciation and amortization is a result of the

N1 and purchases of eqauipment. The amortization of the 567.0
le aspets, constituting the amount of consideration in excess
W ovalue of the net assels purchased from Touch 1, which has

¥ allocated to assets with 5 and 20 vear lives, resulted in

2 million in the second quarter of 2000, In addition, the

SRy egquipment, switching equipment, furniture and leasehold
uited to maintain our growth and expand Qur operations hag also
the increased depreciation and amortization expense for both the
sonths ended June 30, 2000. we eéxpect depreciation and

Lo continue to increase as we increase our capital expenditures,

IRCOME | Interest income increased $0.4 million to $0.5 million for

nihs ended June 30, 2000, compared to $0.1 million for same periog
year., Interest income increased $1.5 million to $1.7 million for

55 ended June 30, 2no00, compared to $0.2 millioen for same periogd in

¥, Inherest income consists of income on our cash balancesg invested

m liguid investments, The increase was primarily due to larger cash

1iting from funds raised in our initial public offering on December

raiged net proceeds of $109.1 million after underwriting discounts
. Our cash and cash equivalents were $10.7 million and $2.3

dune 30, 2000 ang 1999, respectively.

ENSE, Inkerest expense decreased $0.4 million to $0.8 million

senths ended June 30,. 2000, compared to $1.2 million for the Same

Lo Lhe prier year, Interest expense decreased $0.4 million to $§1.1

31 ER¢ 5ix months ended June 30, 2000, compared to $1.5 million for the

1 in prior year. Our interest expense is a result of the interest

t8l leass and other debt obligations. On February 14, 2000,
Lo extinguish our sale-leaseback credit facility, we

Ns& Lo dncrease in the future as a result of our

:m the Touch 1

15

ving of money Lo support operations through our
div facility and possible additional funding prior te the

Ko provision for federal or state income taxes has been
valuatieon allowance recorded against the deferred tax
*month periods ended June 30, 2000 and for the same

N_m\‘____h__—h_s——_._ﬁ_-—-ﬁ__—_

¢ (ver 1.012.003)
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net loss increased $17.1 million to $23.1 million for the

Jung 30, 2005, compared to $6.0 million for the same period

ur net losg increased $26.3 million to $38.5 million for the

Tune 30, 20n0, compared to $12.2 million for the same period in
: was dus primarily to the increases in expenses

vy Gacurinies analysts use the measure of earnings before

L, taxes, depreciation and amortization, also commonly referred

a8 a way of evaluating a company's financial performance. While
[ under gznerally accepted accounting principles, EBITDA

Bed in the telecommunicationg industry and is presented

ding our operating results. Our negative EBITDA increased

llisn foar the three months ended June 30, 2000,

for the same period in the prior year. Our nagative

wmillion te s32.9 million for the 8ix months ended June

$8.7 million for the same perind inp the prior year. we

ction in negative EBITDA during the remainder of

a4 result of our increases in subscribers .

SOURCES

Cive looal telecommunications service business is Lraditionally
Be a vapital intensive business owing to the significant

mired in fiber optic communication networks and the co-location

! tranemission equipment in incumbent local exchange carriers:

- tur network architecture is designed with remotely located

or Z-Hodes, that can be interconnectegd through local ang
teations networks to the z-Tel enterprise managemant center,
wth of our business wil] require the levels of
switches that existed in historical

als. Ingtead, we will devote significant amounts of our
continusd operations, software development and marketing

i med Lo achieve rapid penetrarion of our target

4]

acqumilated losses since our inception ag a result of
research and development, building and maintaining

re and technology, sales and promotion of our services, and
ndivures. Az of June 30, 2000, we had an accumulated deficit
We have funded these expenditures pPrimarily through operating
Fecurities offerings, a sale-leaseback credit facility and an
ving of 6.9 million sharesg of common stock (including the

1 option) that raised net broceeds of 3109.31 million
discounts ang commigsions., We intend to continue building our
ftoanticipation of future growth and believe that our cperating
111 also continve Lo increase,

%
o
P
A
-

16

we completed the acqguisition of Touch 1 for

ton in cash and 1.1 nillion shares of our common stock.,
wias accounted for using the Purchase method of

sition of Toueh 1 resulteq in $67.0 million of intangible
ing allocated Lo assebls being amortized over § and 20

¥ 8l90 has entered into an agreement with a service firm to
content and new Service offerings through the telephone. Under
Fael ) investad $3.0 million and is committed to an additional
A0 payments for future services. This contract provides for
undar certain circunstances with adjustments to the

30, the fompany entered into an agreement with a service firm
Her provisioning through electronic bonding with incumbent

CAK Onting Ine. (ver 1.0172.003)
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r thig agreement 2-Tel is committed tgo $0.5 million
angd minimum commitment fees for the next three

Elrm attaining certain milestones in the future.
the contract, subject to certain adjustments, are
SHOver the next Lhree ¥ears. This contract provides
Tahgaments with related severance fees.

ATING ACTIVITIES. Het cash used in operating

1.0 million to g42.1 million for the six months ended
#11.) million for the same period in the prior year.
in “perating activities increased was pPrimarily
tonses,

THYRESTING ACTIVITIES. Net cash used in investing

1lien for vhe 81y months ended June 30, 2000, compared to

By investing activities for the same period in the prior
willion, rPor the six manths ended June 30, 2000, we

1 eanh to acguire Touch 1 and purchased property and

e For the six months ended June 30, 1999, we received

leaseback transaction and purchased property and

L ocarh used in investing activities is a direct result of
v Par rapid growth and our plans to lower network and
In 2000, we arg focused on product development and the
itfrastructurg, the aperation of our technology and a
Ly involves the purchases of equipment for our Z-Nodes. ag
£ ahage of Touch 1 has greatly increased our back office
1 our employees at all locations including our
The increase in employeas coupled with our
wired us to make capital investments in switching
software, leasehold improvements, and office
growing emplovee and subscriber hase.

17

1

SRNZING ACTIVITIES. MNet caszh used in financing
for the six months ended June 30, 2000, compared to
ing activities of $1.6 million for the same period in
$20.4 millien, The overall change is primarily
ol 523.1 million during the second quarter of 2000
@i duht, we entinguished our csale-leaseback credit
wm bhe Touch 1 acquisition relating to a line of credit
ation in the amounts of 314.4, $1.0 and $3.5 million,
Payments on long-ternm debt ang capital leasge
rvvice for the debt azsumed from the Touch 1
2000, we paid $14.4 million to extinguish the
capital lease obligation and purchase the related
ol transactions involving the zale ang leaseback
AMent pavable over four years from the date of the
N oaccounted for a $1.¢ million increase in the
&, resulting from the pPayments made to terminate the

&}

* ol our vcapital lease obhligation. This $1.6 million
® a988Ls purchased and is depreciated over the

noaccordance with ragn Interpretation No. 26

a Leased Asser hy the Les

o

see during the Term of the
3 Statement Mo, 13. The cash used in financing
reggipt of payments of cash for notes receivable
stogk and casgh received for

18

the amounts of $1.1 and s51.3 million,
ended Junpe 30, 2000,

Date Filed: 8/14/2000
e Date Filed: 871472000

Page: 15




v Date Filed: 8/14/2000

{fizate of Designation authorizing the
L Heries D convertible preferred stock {("Series
WHitments to purchase 4,688,247 shares of the
512.00 for aggregate proceeds of $56.3 million,
reseived by us, The Series D Prefarred is

@f £12.00, which price is subject to
he option of the helder (i.e., initially
&i: however, there are certain circumstances
n Gl the stock by us. The Series D Preferred
from the original issue date, has an £%
Lamis in cash and ar times with in-kind
ries & Praferrad and has certain liguidation

fack purchager of Series D Preferred received a
3 P OL gur common stock equal to one-half of
rehasad by each investor. Each warrant is
BT sliaie subject bo certain adjustments,

Lo aeccunts recelvable facility with RFC
wlding far the Zale of certain of cur accounts
s Lo purchase up to $25 million of our accounts
is subdiect to aur megting certain conditions,
af up te $50 million, subject to successful
s progran by RFC, We have not utilized any of
€ELOA with this agreemernt, we have granted RFC a
g, liste, agreements, letter of authorizations,
UMEnts, chattel paper, general intangibles, angd
5. The annual interest rate equivalent charged to us
AL prime rate plus 2.0% to 2.5%, depending upon the

#its will depend on several factors, including
3y the amount of resources we devgte to
Litlas, Liuild-out of additional enterprise
apmant and brand promotions, the resources we
i our services, and other factors. We have
i#e in our capital expenditures and operating
ALEtent with the growth in our operations and
s bhis will continue foar the foreseesable future,
addivional investments in technologies and our
Luogxpand our sales and marketing programs ang
« Adthough operating activities may provide cash in
ViR gxperience growth in the future, we anticipate
AT activities will uge eash. As of June 30, 2000,
“¢ash eguivalents, we believe that cash on hand
g of SBeries D Convertible Preferred Stock for
million and the up to $50 million potentially
4 Curparation accounts receivable facility will be
4 capital reguiremnents through the end of fiscal
ReW apportunities that the Company has
ppertunities that have been presented to z-Te],
funding will be ngcesgary, Consequently, we may
s o1 debt financing which may not be available on
dilutive, If we are not able to abtain
ERat are not attractive, we may be required
rent business plan, which is likely to
suniness.

=)

disruptions in our gperations during
V& we have completed necessary
ntoand testing of Systems critical for
LYe our Year 2000 readiness objectives
plan to mitigate potential adverse
fpliant systems or third parties that .
2000 igsue, While we dig not experience T
turing the transition into the Year 2000,

have
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be monikor sur operations and systems and address any
Lams that may arise,

IRETITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

have instruments sensitive to market risk relating to exposuref
‘ates and market prices. we do not enter into financial

gy ar speculative purposes and do not currently utilize

@ial instruments., Our operations are conducted primarily in tha
a5 gush are not subject to material foreign currency exchange

e of our investment portfolio or relategd income would not be
‘ted by either a 100 basis point increase or decrease in
mainly to the short-term nature of the major portion of our

PARRT II - OTHER INFORMATION

1 Flle No. 8. 0Q CV-ll/lB—-T--ZtlB; PTEK HOLDINGS, INC. . F/¥/n
ﬂ.HGLDGIEE, INC., ANMD PREMIERE COMMUNICATIONS, INC. V. z-TEL
« THC,, 2-7TEL COMI'IUNICATIONS, INC., DAVID GREGCRY SMITH, JAMES
DUARD MAYER; in the United States District Court for the

: of Florida, Tampa Division.

19

9, 2000, pYER Holdings, Inc. and Premiere Communications, Inc.

; TETER") filed a lawsuit against Z2-Tel Technologies, Inc.
communications, Inc., David Gregory Smith, z-Tel's Chairman,
Licer and President, Eduard Mayer, one of 2-Tel's directors

4 Senior Vice President of Z-Tel., In the lawsuit, PTER claims "
have infringed and are continuing to infringe & patent that
i other things, describe a method for enabling a user to
wnderlyving a web site using a telephone, and have

continuing to misappropriate trade secrets belonging to
relating to a unified messaging platform, that Messrs.
hreached fontractual obligations owed to PTEK by. ameong other
ating PTER's trade secrets and improperly soliciting'PTEK's
48, that the defendants have engaged in unfair competition,
e converted PTEK's physical and intellectual property,
titohen and Mayer misappropriated corporate oppertunities of . -
lants conspired to misappropriate corporate opportunities of -
fandants tortiously interfered with contractual relations
mployees and with PTEK's actual and prospective busiresg

iy
H
i

8, with interest, of moneys realized by Mr. Smith from .
PPEK options, disgorgement of economic benefitsg

an unspecified amount of actual and punitive damages

sommon law claims, treble damages for willful infringement of
w3l gosbs, Thae defendants believe the claims asserted in the
miomerit and intend o defend it vigorously,

defendants have answered the complaint and have filed

5t PTEK and Boland Jones ("Jones"), its Chairman and Chief
The counterclaims allege that PTEK and Jones tortiously

tual and prospective businesg relationships between z-mal and |
- bankers, defamed 7-Te] and nade false and defamatory

: & knowing or having a reason to know that they would be
ien, PTEE and Jones have moved to dismiss Z-Tel'sg

x1 has filed a tesponse. The Court has not ruled on PTER's

L (ver 1.0172.003)
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mations for a preliminary injunction and for expadited-
wonded to each of those motions, and the Court has
expedited discovery without prejudice on the ground
with certain of the Court's local rules. PTEK has

on these issues, but the Court has not issued any
army hearing on PTEX's motion for preliminary injunction.

TOUCH 1 COMMUNICATIONS, INC,; in the United States H
Southern District of Alabama

<i IW RE DIRECTEL; in the United States Bankruptcy Court
Dlstrict of alabama

Inc. (*"Touch 1} and its wholly owned subsidiary,
{collectively, the "Debtors"), filed voluntary

ef under chapter 11 of the Bankruptcy Code on June 29, 1999
respectively, in the United States

20

't Tor the Southern District of Alabama (the "Bankruptcy Court")y.
sosed their doint Plan of Reorganization of Touch 1

ing, end direcTEL, Inc. under Chapter 11 of the United States
tthe *pPlan*), which received cverwhelming acceptance by the

. On August 6, 1999, the Bankruptey Court entered an Order
Jednt Plan of Reorganization of Touch 1 Communications, Inc,
- Under Chapter 11 of the United States Bankruptcy Code (the
20°) . RS a result, the Debtors were discharged of certain

at provided for in the Plan.

i3

£
o
h

antry of the Confirmation Order, the Debtors’' activities in
have been limited to resolving contested claims. On or
» recTEL filed a pleading with the Bankruptcy Court to
cage, and it is anticipated that Touch 1's bankruptcy case

SECURITIES AND USE OF PROCEEDS

=

UMEEGISTERED SECURTTIES

pariod covered by this report, z-Tel sold, in connection with

3 aequisition of Touch 1 Communications, Inc., in the

D00 shares of its common stock ro the holders of the

w0 and preferred stock of Touch 1 Communications, Inc. who

finitive agreement relating to the acquisition. Z-Tel claims an

vegistration under Secrion 4(2) of the Securities Act of 1933
ragtions were by an issuer and did not involve a public

w @ veglstration statement (Commissicn file no. 333-89063), which
9, with respesct to the initial public
Q0s ghar of its common stock {including the underwriters’
ion). For the six months ended June 30, 2000, approximately
e net offering proceeds were used in the following estimated
e following purposes: $6.4 million for the purchase and
wEtwork equipment, $7.0 million for the purchase of software and
ware development, $4.3 million for marketing expenses, $19.9
wment of indebtedness, $26.6 million for operational
on £oY construction of plant, building and facilities and
purchase of investments, The remaining offering proceeds
in cash and cash equivalents. Except
affiliated with our directeors based on
ible preferred stock, none of the net
directly or indirectly, to our directors,

e (ver 1.0172.003)
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May 30, 2000, the

Number of Shares

For

24,730,914
24,730,914
24,730,914
44,730,914
28,730,514

ik anendment Lo Z~Tel's Amended and Rest
el bving the Board of b

20,453,016
3,282,631

49,034,388
3,636,054
i, ¢

79

AR REPORTS O FORM B,

T e e sy e e

& Bquity Participation plan of Z-Tel:

are filed as vart of this report;

Description

Agreement and Plan of Merger
10, 2000 Ly ang among Z-Tel
es, Inc., Tiger Acguisition

shareholders of T

dolirey
Technalogi
Subgidiary
Communicat
Inc,
T.or{rer)

Incorporat

Amended an

Amended and Restated Certifi

+ Inc., Touch 1

following

“ars Lo hold office until their successors are

Withheld

120,473
120,473
120,472
120,473
120,473

ated Certificate
irectors of Z-Tel:

dated April:’

ions, Inc., and certain

ouch 1 Communications,

cate of

ion of z-Tel, as amended

d Restated Bylaws of Z-Te]

Form of Common Stock Certificate

See Exhibi

of the Amended and Resg

of Incorpo

amended and re

defining r

fver 1L0172.005)

te 3.1 and 3,2 for

ration, as amended,

Provisions

tated Certificate

and the

stated Bylaws of z-Tel

ights of security holders

000
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Stock Purchase Agreement, dated July 6,
2000, by ang between the Registrant and
the various purchasers of the
Registrant’s Series D Convertible
Freferred Stock

Certificate of Designations, Preferences
and Relative Rights, Qualifications,
Limitations and Restrictions relating to
the Registrant's Series D Convertible
Preferred Stock,

Registration Rights Agreement by

and between the Registrant and each of
the purchasers of the Registrant's
Series D Convertible Preferred Stock.

Form of Warrant for the purchase of
shares of common stock of Z-Tel
Technologies, Tnc, by each of the
purchasers of the Registrant’s Series D
Convertible Preferred Stock.

Stockholiders’ Agreement dated October g,
1999, between and among the company, =
Capital Corporation, Sewanee Partners
11, L.p., Gramercy Z-Tel LLC and the
other parties set forth therein

Employment Agreement dated July 1go6g
between the Company and D, Gregory Smith

Employment Agreement dated September
1999 between the Company and John
Hutchens

Employment Agreement dated August 199g
between the Company and Charles Y.
McDonough

Employment Agreement dated August 1398
between the Company and J. Bryan Bunting

Employment Agreement dated July 1998
between the Company and James a. Kitchen

Investment Agreement dated March 15,
1999 between the Company and CMB Capital
LLC

1998 Equity Participation Plan

2000 Equity Participation Planp

Form of Employment Agreement for certain
key Touch 3

employees, including James F. Corman,
President of Tourh 1

T ———
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SOUTH DAKOTA |
BCOMMUNICATIONS SERVICES TARIFF
oF

ZTed Communicstions, inc,

ong, repulations, and rates applicable to the provision g
services provided by Z-Tel Communications, Inc. with pr
i Island Boulevard, Suite 220, Tampa, Florida 33602 fo
of South Dakota, This tariff is on file with the South Dakot

e 2 10:06:D2, this tariff is available for public inspeetion dur

wien offiee of copies may be inspected, during normal business hours;
livee of Busine '

g5 located at 601 South Harbour Island Boulevar
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Timothy Seat

Vice President - Regulatory Affairg

601 South Harbour Island Boulevard, Suite 220
Tampa, Florida 33602




FEet Cammunication s, Hie.

CHECK SHEET

his tari (T wre effective as of the date shown at the bottom of the respective page(s). Origi d
us s named below comprise all changes from the original tariff and are currently in-effect as of
the battom of this page. '
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Becdedd an this filing,

Effective:

Timothy Seat

Vice President - Regulatory Affairs

601 South Harbour Island Boulevard, Suite 220
Tampa, Florida 33602




Cemmusslentions, inc, South Dakota Tariff No. 2

Preface
Originalv'l?ages

\PLANATION OF SYMBOLS, REFERENCE
AKS, AND ABBREVIATIONS OF TECHNICAL
TERMS USED IN THIS TARIFF

mbils shall be used in this tariff for the purpose indicated below:
03 Tosignify changed regulation.

To signify discontinued rate or regulation.

T signify ingrensed rate,

To signify new rate or regulation,
B To signify reduced rate,

To signily a change in text but no change in rate or regulation.

Effective: B

Timothy Seat

Viee President - Regulatory Affairs

601 Sputh Harbour Island Boulevard, Suite 220
Tampa, Florida 33602

SDL0000
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South Dakota TariffNo, 2

APPLICATION OF TARIFF

thihe service offerin s, rates, terms and cond
Nange communications services b

1stomers within the state of South Dakota. Z-Tel’s
Hties and subject to the terms and conditions set fort

itions applicable to the furnishing ofintrastate:
y Z-Tel Communications, Inc.,hereinafte‘r]‘eféf edtoas -
services are furnished subject to
h herein,

File witli the South Dakot
e miin office of Z-Te
. Flogida 33602,

a Public Utilities Commission. In addition, this

tariff is:av
] Communications, Inc. at 601 South Harbour Island:

Boulevard, S

Effective:
Timothy Seat

Vice President - Regulatory Affairs

601 South Harbour Island Boulevard, Suite 220

Tampa, Florida 33602
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¥¥, e,

South Dakota Tariff No. 2
’ 30_3

TARIEF FORMAT

- oumbers appear in the upper right corner of th
gesare occasionally added to the tarifr, When
His added, For example

€ page. ;Pagé’si
a new page i
» A new page added between pages:

bers - Kevision numbers also appear in the n

ne the most current page version on file
«ls thet Ird revised Page 14, Beca
nheron fife with the Commissio
wrrenily in effect,

pper right corner of

with the Commission.
use of various suspension ‘periods, de:
1is not always the tariff page ineffect,

wmbering Sequence - There are

nine levels of paragraph coding. Each level ofco
hitglher fevel: '

4 tariff filing is made with the Commission, an updated Check Sheetaccom
wek sheet Jists the pages contained in the tariff, with a cross reference to the ey
UW pages are added, the Check Sheet ig changed to reflect the revision, Al
goated by an asterisk (*). There will be no other symbols used:-onthis:
made o it (i.e., the format, cte. remain the same, just revised revisionle:

oudd refer 1o the Jatest Check Sheet to find out if a particular pageisithe
SHI0N, ‘ '

Effective:
nsthy Seat
Vige President - Regulatory Affairs

801 Seuth Harbour Island Boulevard, Suite 220

npa, Florida 33602

3DL000O




South Dakota Tariff No. 2
Section |
Original Page 1

WN LD DEFINITIONS

lephone company or othet common carrier;i
3 )
ustamier's location to Carrier's location orswite

i dial an aecount code number of up o
ged Tor Automatic Message Accounting (A,

inpat prior o diafing the called number,

ieedd Betore the start of service,

v mare of which nuy be assigned to a Customer, to-cnab
Bmerso it may tate and bill the call, All authcr.izationwdes .
atner shall have any property or other right or interest in‘the -
matie numbering identification (AND) may be used as:

sparationathorized by the Custonier tobean end-user of the'sery

¥

b= Atype of signaling provided byafocalfexchange telephone
i hange ling from which a call originates. -

e

ryd

¢ Uitiditios Commission, unless otherwise indicated.

R

SOy or entity providing telecom munications services to the publi¢

eraf this ariff

service and is responsible for the payment of char

e gos
s tariff, :

mted by the Customer for the purposes of connecting to:the

wnad equipment provide by the Customer.

Effective:

SDLO00Y -




South Dakota Tariff No. 2
Section 1
Original Page 2

or serving wire center where Customer station I
neetion to sach other and/or to trunks, '

Aided by local exchange companies whereby interexchan g

eally routed to the Company's network, Presubscribed Custom
e Company’s net

&3

-ompany - Denotes any individual, partnership, associat
ion suthorized by the appropriate regulatory bodies to eng 4
wrservive throughout an exchange area, and between exchange areas

528

plete ealls due to equipment malfunctions or human crrors. Interruption:
Lhe given for servive difficulties such as slow dial tone, circuitsbusy
ability shortages. Nor shall Interruption include the fatlure of any:
Leimon currier or other entity other than the Carrier, Any Interriipti
by Carrive shull notapply where service is interrupted by thenegli C
re the Carrier, pursuant to the terms of this Tariff, terminatés eryic
¥l or improper use of the Carrier's facilities or service, or: any otl
ppdicable Taw,

arE Aren established pursuant to the Modification of Final Judgment
1t Uit for the District of Columbia in Civil Action No. 82-0192;
i LATA in the National Exchange Carrier Association, Inc, TarifEE

wrapsny refees (o the dominant, monopoly local telephone company in the area also:

Effective:

it~ Regulatory Affairs
rbour Island Boulevard, Suite 220
lorida 33602

SDLO000 -



FCommunicntions, lne. South Dakota Tariff No. 2+
~Section
Original Pa;

SECTION 1.0~ DEFINITIONS, (CONT'D.)

eeurrding Charges - The monthly charges to the Customer for services, facilities and _equ’ibf_ en
e far the ngreed upon duration of the service.

Sivutes of Use,

siial Exehange Carriers Association.

Effective:

Timothy Seat

Vice President - Regulatory Affairs

(v (11 South Harbour Island Boulevard, Suite 220
Tamps, Florida 33602




[ Communications, Inc. South Dakota Tariff No. 2
Section-1
Original Page 4

SECTION 1.0 - BEFINITIONS, (CONT'DL)

tion - Thf’ nvm U[k n.(mhol smnallnb unit and any other cqu1pmcnt p10v1ded at the Customer s pr N

s Drigination/Termination - Where access between the Customer and the interexchange -
o Tocal exchange company Feature Group circuits and the connection to the Customer -
fdud business or residential access line. The cost of switched Feature Group access-is bllled, f
Nehnnpe carrier., '

winal Equipment - Any telecommunications cquipment other than the transmission or rcccwmg,;-
sent installed at a Company location,

Charges - Charges for minutes or messages traversing over local exchange facilities,

gl User - A Customer, Joint User, or any other person authorized by a Customer to use service
wher this tariff, |

et Communieations, Inc., issuer of this tariff

Effective:

Timothy Seat

Viee President - Regulatory Affairs

601 South Harbour Island Boulevard, Suite 220 i
Tampu, Florida 33602 SDL0000:




South Dakota T arlf f No

IEGULATIONS

ol Lmhncs oflu‘cd hy thr C ompany, whm necessary because of |
ot dive 1o some other cause beyond the Company's control,

B availability o

g of service under this tariff is subject to the

Effective:

Regulutory Affalrs
Aand Boulevard, Suite 220




outh Dakota Tariff No. 2
Section 2
Original Page 2

g pinimmam period ol at loast thirty (30) days, 24705
{ computing charges i this tariff, a month:is

g af

H sis vrt T, Customers may be required o enter into:
fatl contain or reference & specific description of the
harged, e duration of the services, and the-terms:
stomers. will also be required to exceute any other
sonibly requested by the Company. L
£ v ol the nitial wem gpecified n each Service Order, or in-any.

G

se shalh continue on 8 month-to-morth basis at-theth
4 by ither party upan notice. Any termination sh
ts ohligation Lo pay any charges incurred unde
selor te termimtion, The rights and obligations which
& the termination of the term of the service order $ha :

UV

g e pasties 10 enforce any provision of this tariff; 4
o (o), recover s fogal fees and court costs fromit
a court may award. p

riitesd upin wrilten notiee to the Customer if

. et i wsing the serviee in violation of this tariff; or
o2 et s nsing the service in violation of the law.

eted snd governed by the taws of the state of South D
of lwws provision. ;

Bifective:

Affairs
o Boulevard, Swie 220




South Dakota Tariff No.2
Section:2 =y
Original Page 3 -

10N 2,0 - REGULATIONS, (CONT'D.)

prditions, (Cont'd.)

: shene Company may not interfere with the right-of ANy -Persol
¢ ebiaiin service direetly from the Company. No person:or entity

s to make any payment, incur any penalty, monetary or otherwis

wiry services in order to have the right to obtain service directly from:

at ither the Company or any other telephone company-exercises
. lable cable pairs, conduit, duct space, raceways, or othier facilitie
v the ofher 1o reach o person or entity, the party exercising such-con
nsike Uiem available to the other on terms equivalent to those-underwhi
iy rvakes similar facilitios under its controtavailable to its customers:
sest of either party, the Company and the other telephone con
i joi the attempt to obtain from the owner of the property access for the ot
1 16 SETVE (L PUISOT OF entity. B

Effective:

i
nt - Regulatory Affairs

heur lalend Boulevard, Suite 220
433607

gas



South-Dakots

ONS, (CONT'D.)

arising. out of mista
I tmnsm sion which-o

i,spcunl mmdm al ru]mncu conscqu&.nm
ling, hm not lxmm.. to lms ol rcvunuc orp

- Adfairs
Tevard, Suite 220



South Da‘kota’Tﬁf“Ff

King of the Campany, (Cont'd.)

ations on Liability, (Cont'dy)

Company shall be indemnified and saved harmless by the Customer from
£ alf losg, Hability, damage and expense, including reasonable counsel fee

4 Any aet or pmission of: (a) the Customer, (b) any other entity furniShing
service, equipment or facilities for use in conjunction with services
facilitics provided by the Company; or (¢) common carrier:
warchousemen, except as contracted by the Company; :

2 Any delay or failure of performance or equipment due to causes beyond
Comipaiy's control, including but not limited to, acts of God, fires; flood
carthquakes, hurricones, or other catastrophes; national emergenc
inaurrections, riots, wars or other civil commotions; strikes, lockout:
stoppages or other labor difficulties; criminal actions taken ‘agai
Company: unavailability, failure or malfunction of equipment of fa
provided by the Customer or third parties; and any law, order, reguls
sthier action of any governing authority or agency thereof;

A Any unlawfu) or unauthorized use of the Company's facilities and ser

& Libel, stander, invasion of privacy or infringement of patents; trade secrets
ot copyrights arising from or in connection with the material transmiitte
means of Company-provided facilities or services; or by means-of
combination of Company-provided facilities or services;

*

% Breach in the privacy or security of communications transmitted ove
Company's ficilities; '

Effective:

Prosident - Regulatory Affairs
el Harbour [sland Boulevard, Suite 220 R T
L Florida 33602 ‘SDL0000 -




South Dakota TariffNo:2
Section:2
Original Page’

TTONS, (CONT'D.)

DRSS R

ities, opetations or procedures of the Cor
, fucilities or services provided by the Cust
tion or alterstion of such equipment, fa
feet their use or performance, exeeptiwher
is required by the Company and is not provided {
1 event the Company's liability s limited as set forthin.
vig Subsection 2,14, Y

aent of or daiioge to Customer premises resulting: fror
s or cquipment on such premises of the installati

prapicrty or injury of death to persons, including: clair
anaclis under Workers' Compensation law or under any
ability or death henefits, arising out of, or caused b;
ol ihe Customer, or the construction, installation,; mainte
e or removal of the Customer's facilities or equip!
ar 1o be connected to the Company's facilities; i

i

agpletion of calls due to nelwork busy conditions;

s pot actually attempted to be completed during any perio
s uavaitable; :

- elalin resulting from any act or omission of the: Customt
Customer retating to the use of the Company's ser

Bffective: 7

irs
Houlevard, Suite 220




inns, b, South Dakota Tariff No. 2
Section
Original Page

SECTION 2.0 - REGULATIONS, (CONT'D.)

eetaking of the Company, (Cont'd.)

L iitations on Liability, (Cont'd.)

E. The
Ricaii}

ompany does not guarantee nor make any warranty with respect

Hations provided by it for use in an explosive atmosphere.

]

npany mikes 1o warranties or representations, EXPRESS OR IMPLI
cithet in fact o by operation of law, statutory o otherwise, including warran
sercliantability or fitness for a particular use, except those expressly set fort

herein,
i Failure by the Company to assert its rights pursuant to one provision of thi tari

does not preciude the Company from asserting its rights under other provisio

. Bircctory Errors - In the absence of gross negligence or willful miscond
Fability for damoges arising from errors o mistakes in or omissions of di

. oF errors or mistakes in or omissions of listing obtainable from the di
ance operator, including errors in the reporting thereof, shall attac
Compaay. An allowance for errors or mistakes in or omissions of ‘pub
shid ings or for errors or mistakes in or omissions of listing obtaina
fhye dirgetory assistance operator shall be at the menthly tariff rate for-each lis
ar in the caseof o free or no-charge directory listing, credit shall equal twoiti
pyonthiby tariff rate foran additional listing, for the life of the directory or th
preriod during which the error, mistake or omission occurs.

Effectiver -

o
Vigg ]

s
601 Seanti Harbour Island Boulevard, Suite 220
Tamips, Florida 33602

ent - Regulatory Affairs




South Dakota Tarif{ No, 2 '
Section2
Original Page 8

(S, (CONT'D.)

Npiher 911 Services

olely s an aid in handling assigtance
il otiver emergencies. The Company
clairmg, demands, suits or any '
redd, minde instituted or asserted by the:¢
ur petson for any personal injury or deathy
ar iy foss, dumage or destruction of any pro
wwstonier o others, caused or elaimed to'hay
witissions, interruptions, delays, crrors: 1
fservice, or (3) installation, operation,
removal, presence, condition, focal or usc
¢ farndshing this service. -

sinpany responsible for any infringement, nor-inyasi
iy PErSOT OF PUEsons, caused or elaimed to hi
irectly, by the installation, operation, faih
; resence, condition, occasion or
fentores and the equipment associated there
o by the Company, including, butnot limite
ephane number, address or name assoeiat
party or partics aooessing emergency 911se
egligence or other winngful act ofthe Com
pgEnEics ar municipalities, or the empl yees

i
ward, Suite 220




1y, g, South Dakota Tariff Ne: 2
Section2
Original'Page 9

SFION 2.0 - REGULATIONS, (CONT'D.)

¢ ol the Contpany, (Cont'd.)
Eamdtwtiony oir Liability, (Cont'd.)
L Witle respecet to Emergency Number 911 Service, (Cont'd.)

w:"

wen a Customer with a nonpublished telephone number, as:defined
histein, places a call to the emergeney 911 service, the Company willr ¢
the name and address of the calling party, where such informatior
determined, to the appropriate local governmental authority responsibl
gmergensy 911 serviee upon request of such governmental authori
xuhwnhnm to service under this tariff, the Customer acknowledges
ARrees with the release of information as described above, '

afing of Service-Affocting Activities

npany will provi ide the Customer reasonable notification of service- affe
ay oeenr i normal operation of its business, Such activities may include
1o, equipment or facilities additions, removals or rearrangements and ¢
;a‘t‘;ii!tl{;’lmﬁu." C’icnizrally, .such dctivit‘ieq are not speciﬁc to an- indi

wnvum The C mnpany will wo;k cooperatlvely thh the C
nmmhlu notification requirements, With some emergency orun
cenditions, such as an outage resulting from cable damage, notlﬁc 11
W iy not be possible.

‘Effcctivczh‘ Lol




favas, oo South Dakota Tariff No. 2/
Section'2..
Original Page 10

[1ON ‘2‘.(}‘-=REGU.LATKONS, (CONT'D.)

o of Bguipment and Facilities
AT chall tse reasonable efforts to make available services to a Cust
ve 1 particular date, subject to the provisions of and compliance
with, the regulations contained in this tariff. The Company do
vailability by any such date and shall not be liable for any-dela

eing service Lo any Customer.

agonabie efforts ta maintain only the facilities @
1e Customer. The Customer may not, NoT may
disconnect, remove, attempt 10 Tep!
tinstalled by the Compan

Thye Compnriy shall use re
wipmurtt that it furnishes to tl
mier pemis others 10, TCATTANEES,
cis interfere with any of the facilities or equipmen

SHIETWIS
st upon the written consent of the Company.

¢ oF rearrange any equipment or facility

e Company may substitute, chang
I not thereby alter the technical parame

wo) from time to e, but shal
yive provided the Castomer.

or jnstalls at the Customer Premises:for ust

ipment the Company provides
ffers shall not be used: forany

cmneetion with the services the Company 0
witror than that for which it was provided.

o

¢ for the payment of service charges:a
agents or employees to the Premi
Ity or trouble report results from-the:us
ty other than the Company, includin

The Customer shall be responsibl
+ for visits by the Company's
“wstomier when the service difficu

asimment or facilitios provided by any par
iited to the Customer,

Effcctiv;’::"v

nt - Regulatory Affairs
Harbour Island Boulevard, Suite 220




) South Dakota Tariff No. 2.
Section 2

NG, &1 108
Original Page 1 1

POTION 240 - REGU LATIONS, (CONT'D.)
v of the Company, (Cont'd.)
(Cont'd.)

a of Eguipment and Facilitics,

mipany shatl not be responsible for the installation, operation, Of maintenanc
~ustomer-provided communications equipment. Where such equipment
ilities furnished pursuant t0 this tariff, the responsibility ©
f facilities offered under this tariff.al

lities. Subject to this responsibility, the.

appy LS
conneeted to the fac
iy sholl he imited to the furnishing o
1o the mnintenance and operation of such faci
Compaty shall not be responsible for:

{1 ihe transmission of signals by Customer-provided equipment of for the:
guality of, or defects in, sueh {ransmigsion; or
(3 ihe reception of si gnals by Customer-provided equipment.

Effectiver :

Timothy Seat
Vige Prosident - Regulatory Affairs
S01 South Harbour 1¢land Boulevard, Suite 220 : o
-SDLO000

vy, Florida 33602




srannioniions, e South Dakota Tariff No. 2
Section 2
Original Page 12

SECTION 2.0 - REGULATIONS, (CONT'D)

Ll

ahing of the Company, (Cont'd.)

137 Naw-routing Instatlation

' the Customer's request, installation and/or maintenance may be performed outside the:
Corapany's regular business hours or in hazardous locations. In such cases, charges based-
af thie netual Tabor, material, or other costs incurred by or charged to the Company.
e, I installation is started during regular business hours but, at the Customer's:
s, eitends beyond regular business hours into time periods including, but not limited-
s, weekends, holidays, and/or night hours, additional charges may apply.

fad Constroction

syt to thie agreement of the Company and to all of the regulations contained in this tariff;
-onsteuction of facilities may be undertaken on a reasonable efforts basis at the
roquest o the Cuslomer, Special construction is that construction undertaken:

P where facilities are not presently available, and there is no other requirement forthe

faeilities so constructed;

A @l o type other than that which the Company would normally utilize in-the
furnishing of its services;

i, over a route other than that which the Company would normally utilize in the
furnishing of its services;

i | i 1 quantity greater than that which the Company would normally construct;
£ on an expedited basis;

¥, on 1 femparary basis until permanent facilities are available;

i mvolving abnormal costs; or

38 in advance of its normal construction,

Cheaprship of Facilities

Tiile 1o all facilities provided in accordance with this tariff remains in the Company, its
parners, Jgents, contragtors or suppliers, '

Effective:
Timothy Seat
Vige President - Regulatory Affairs
601 Seuth Harbour Island Boulevard, Suite 220
Tamipa, Florida 33602 SDLH000




sapieationy, ne South Dakota Tatiff No. 2
Section 2.

SECTION 2,0 - REGULATIONS, (CONT'D.)

Prohibited Haes

os thie Company offers shall not be used for any unlawful purpose or for ar
/ .Qh hc Cmtnmc.r has not obmmed all required povernmental appro

= %
e

rpany may reguire applicants for service who intend to use the Companv § otf
nmi for Im shzucd use m hlc a Mtcr wuh the (;omp'my conﬁrmmg that th

- Company may bloek any signals being tr ansmitted over its Network by Custome
avise interference to the Company or other users. Customer shall be relievec

diohs 1o make payments for charges relating to any blocked Service and:
ity the Company for any claim, judgment or liability resulting from such bloukag

BEA A yumnncr‘ jaint user, or authorized user may not assign, or transfer in any manre;

= ar iy rgghts associated with the service without the written consent ofthe Coni
orpany will permit a Customer to transfer its existing service to anotherentity
'mm Custemer has paid all charges owed to the Company for regulated communications:
; weha transfer will be treated as a disconnection of existing service and: 1mtallatxon
Wl new service, and non-recurring installation charges as stated in this tariff will "1pply

Effective:

Thnothy Seat

Yice President - Regulatory Affairs

£97 Souh Harbour Island Boulevard, Suite 220
Farepa, Florida 33602




South Dakota Tarif {:

N 240 - REGULATIONS, (CONT'D.)

ible for making proper application for service; placing
Anp with tarifTregulations; payment of charges for servicesprovided
winsihilities inelude, but are not limited to the following:

senit ui all applicable charges pursuant to this tariff;

i’x
8 s of the Company's facilities or equipment caused by the: acts.
+f the Customer; or the noncompliance by the Customer; with
s or by fire or theft or other casualty on the Customer. Premises,:
the neghigence or willful misconduct of the employees or agents
e eliarye, as specified (Fom time to time by the Company, anyn
LEGqUIR ment space and power tooperate Company-facilities andequ
he premises of the Customer, and the level of heating and-ai
Wy 1o maintain the praper operating environment on-such |
it § ining, and otherwise having full responsibility for allrights

ary for installationo { fiberoptic cable and associated eq!
nmonication Services to the Customer from the-cabl
iv line to the Tocation of the equipment space descri
1 costs associated with obtaining and-maintainingtheng
including the costs of altering: the: structur
ypany-provided facilities, shall be borne entirely by
v the Company to, the Customer. The.Company -may
onstrate its compliance with this section priortd acceptin

Effective:

sutatory Affuirs
ot Boulevard, Suite 220




Sou,tir!D'ako_l‘_' '

Hing ormat
ay be wqumd 1o mmll anrd nmm
(o 1|t in: thLCon pany’s

ci'um By rhc Customw ;
T o«,mg:, rof any hazardous

j .csmpany, : yeesie
g for the prpose mmtlm mspcctm;,,
sty of survive oy stated herein, removing the; fauht

.

{Q},U«Lﬂm'\! Affairs
: _and Boulevard, Suite 220




South Dakota Tariff No:2
Original-Page :.]';5,;

Tel Communications, Inc.

SECTION 2.0 - REGULATIONS, (CONT'D.)

L3 Ohligations of the Customer, (Cont'd.)

1,33 Liability of the Custemer

P

As The Customer will be liable for damages to the facilities of the Company and foral
incidental and consequential damages caused by the negligent or intentional acts ¢
omissions of the Customer, its officers, employees, agents, invites, or contract
where such acts or omissions are not the direct result of the Company's negligen
or intentional misconduct. S

B. To the extent caused by any negligent or intentional act of the Customer-as
described in A, preceding, the Customer shall indemnify, defend and hold harmless
the Company from and against all claims, actions, damages, liabilities, costs
expenses, including reasonable attorneys' fees, for (1) any loss, destruction
diamage to property of any third party, and (2) any liability incurred by the Comp
to any third party pursuant to this or any other tariff of the Company, or-otherwise, -
for any interruption of, interference to, or other defect in any service provided by the

Company to such third party.

C. The Customer shall not assert any claim against any other Customer or User o
Company's services for damages resulting in whole or in part from orarising.
connection with the furnishing of service under this tariff including'but not lin
{o mistakes, omissions, interruptions, delays, errors or other -defects o
misrepresentations, whether or not such other Customer or user contribut‘ed',m n
way to the occurrence of the damages, unless such damages were causedisolely.]
the negligent or intentional act or omission of the other Customer or-user:and
any act or omission of the Company. The Company’s liability shall-be det
in accordance with SDCL 49-13-1 and 49-13-1.1 and any. other applicable
Nothing in this tariff is intended either to limit or to expand Customet's rig
assert any claims against third parties for damages of any nature other thaii:th
described in the preceding sentence. S

Effective:
Timothy Seat
Vice President - Regulatory Affairs
601 South Harbour Istand Boulevard, Suite 220
Tampa, Florida 33602
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SECTION 2.0 - REGULATIONS, (CONT'D.)

T4 Costomer Equipment and Channels

241 General

A Usermay transmit or receive in formation or signals via the facilities of the Company.- [
Compiny's services are designed primarily for the transmission of voice-grade teleph
signals, exeeptas otherwise stated in this tariff, A User may transmitany form of sig
is contpatible with the Company's equipment, but the Company does not guarantee tha
services will be suitable for purposes other than voice-grade telephonic communication
except as specifically stated in this tariff. '

243 Siation Equipment

ment on the User's Premises and the electric power consun ¢
d by and maintained at the expense of the User.
f wiring or cable to connect its term

A, Terminal equip
such equipment shall be provide
User is responsible for the provision o
equipment to the Company Point of Connection.

g that Customer-provided equ\p
ities is compatible with such-equipment
of the voltages and currentsimpre

8. The Customer is responsible for ensurin
cannccted to Company equipment and facil
and facilitics, The magnitude and character :
on Company-provided equipment and wiring by the connection, operation
mainienance of such equipment and wiring shall be such as not to-cauge damag;
the Company-provided equipment and wiring or injury to the Company."s-'ér" 1!
ot o other persons. Any additional protective equipment required:to-preven
damage or injury shall be provided by the Company at the ‘Customer's expe
subject to prior Customer approval of the equipment €xpense. i

Effeétivé: .

Timothy Scat
Viee President - Regulatory Affairs

601 South Harbour Island Boulevard, Suite 220
Tampa, Florida 33602
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{estungir Bquipment and Channels, (Cont'd.)

SECTION 2.0 - REGULATIONS, (CONT'D.)

Listoroonnection of Facilities

& Any special interface cquipment necessary to achieve compatibility between-the
ities and equipment of the Company used for furnishing Communication-

Sepvices and the channels, facilities, or equipment of others shall be provided at the:
Custamer's expense, :

{1, Communication Services may be connected to the services or facilities of other.
convmunications carriers only when authorized by, and in accordance with, the terms
and conditions of the tariffs of the other communications carriers that are applicable
to such connections. '

. Facilities furnished under this tariff may be connected to Customer-provided
teeminal equipment in accordance with the provisions ofthis tariff. All suchterminal
cquipment shall be registered by the Federal Communications Commission pursuant-
1w Part 68 of Title 47, Code of Federal Regulations; and all User-provided winng: o -
shall be installed and maintained in compliance with those regulations. R

13, Lisers may interconnect communications facilities that are used in whole orin:part-
far interstate communications to services provided under this tariffonly to the extent.
Hent the user is an is "End User”, as defined in Section 69.2(m), Title 47, Codeof
Federa) Regulations (1992 edition). Cial

Effective:
Timothy Seat
Viee President - Regulatory Affairs
6011 South Harbour Island Boulevard, Suite 220 e
Tampa, Florida 33602 SDI;OOOQ? s
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.0 REGLE

T

(Cont'd.)

and at a reasonable time, the Company
syl tests and ingpections as may be necessary O determine that'the

splying with the requirements set forth 1 Section 2.4.2A, forthe
gation, snd raaintenance of Customer-provided facilities, cquipment;
eonrcetion of Customer-provided facilities and cquipment“.t"o,

seilities and equipment.

dsle notilication to the Customer,

i §
clive reguirsments for Customer-provided equipment are not being:
“ihe Company may take such action as it deems necessary {o protect
npent, and personnel. The Company will notify the Customer =
ere is any need for further corrective action, Within ten days-of
sotice, the Customer must take this corrective action and notify the.
fve setion tken, Lf the Customer fails to do this, the Company may -
; ction 1s deemed necessary, including the suspension of 1 7
and personnel from harm. e

ties, equipment

Effective:

Regutntory Affairs
and Boulevard, Suite 220
SDLO000
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2.0 REGULATIONS, (CONT'D)

LS M SLAIER Sl

ihie for the pryment of all charges for facilities and service
vty 1o the Customer and to all Authorized Users by the Custom
e sorvices are used by the Customer itself or are resold to or shared

psible for payment of any sales, use, gross receipts; excise, access
aal and 911 faxes, charges or surcharges (however designated
givy's net income) imposed on or based upon the provision; sal

s PIN is the responsibility of the Customer, All calls placed
o angd shall be the obligation of the Customer, The Ctistome:
ehiarges in conneetion with the unauthorized use of PINs:an:
he Company of the loss, theft, or other breach of securityofsu

=

tonly by eharged once, on cither an interstate or intrastate basis, -
1 eharges.

fisle for payment of all charges incurred by the Customer-or oth
g and facilitics furnished to the Customer by the Company

are due and payable within thirty (30) days:after tv,h,ev-‘x Ve

herwise apreed to in advance,
&, wpes, as well as Usage charges, if applicable, are-billed monthl

Effectives

5§ - P



seppmiioations, i
Section 2 -

South Dakota Tariff N‘Q_._.:Z '

Or.iginalaPagg;Zi

L

.

e

sent Arrangements, (Cont'd)

Hiiiing wnd Collection of Charges, (Cont'd.)

o

i

SECTION 20 - REGULATIONS, (CONT'D.)

of the month, or end on the last day.
month in which service was furni
onth is conside

\Whett serviee does not begin on the first day
st moith, tie charge for the fraction of the
4will be caledlated on a pro rata basis. For this purpose, every m

1o have thirty (30) days.

iffing of the Customer by the Company will begin on the Service Commengeme
e, which is the first day following the date on which the Company notifies
Customer that the service or facility is available for use, -except that the:Serv
Coprniencement Date may be postponed by mutual agreement of the parties;:
the service or facility does not conform to standards set forth in this tariff-or
Service Order. Billing acerues through and includes the day that the service, cir
arrangement or component is discontinued. .

A Tate pavment charge of 1.5% per month shall be due to the Companyfor

fed amount for which payment has not been received by the Company;
fifteen (15) days of the mailing date of the Company's invoice for service or
due date printed on the invoice, whichever is later, or if any portion of th )
is received by the Company in funds which are not immediately availa
presentment. 1fthe last calendar day for remittance falls on a Sunday; legalho
ar other day when the offices of the Company are closed, the date foraccep

payments prior 1o assessment of any late payment fees shall be extended thro
fhe next business day. S

A sepviee charge equal to $25,00 will be assessed under South Dakota:lay
checks retumed by a bank or other financial institution for: insufll
ancotlected funds, closed account, apparent tampering, missing: s
endarsement, or any other insufficiency or discrepancy necessitating retu
instrument at the discretion of the drawee bank or other financial instituti

accordance with S'ec’,,t"i'd

I serviee is disconnected by the Company in
will be subject to allapph

following and later restored, restoration of service
fustallarion eharges,

Effectiver.
Timothy Seat :
Vice President - Regulatory Affairs
601 South Harbour Island Boulevard, Suite 220
Tumps, Morida 33602
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JON 2.0 - REGULATIONS, (CONT'D.)
1 Areangements, (Cont'dy)
Digputed Bils
Ay IH t}m v\wt th’lt *1 lnl]m& dmputc oCeurs conccrmnb any charges billed to 'he

of }:M-!un.ygj .tm lhcmc services. }f the Customer does not submit a claim as state b
whiove, the Customer waives all rights to filing a claim thereafter. U

. it the ‘i““ﬁtomc md lhu C umpany are unablc to reqolvc the dispute to their mulual" :

m tlm L onunmmn 15 ag f‘ollows

South Dakota Public Utilities Commission

300 East Capitol

Pierre, South Dakota 57501-5070

Toll-Free: (800) 332-1782

TTY Through Relay South Dakota: (800) 877-1113

L b dispule 15 resolved in favor of the Customer and the Customer has wnthhcld,"if‘; o
e \pxzml arount, no interest, credits or penalties will apply.

Effective:

i, Suie 220



spanicalinng, Ine,

ON 2.0 - REGULATIONS, (CONT'D.)

Arrangemonts, (Cont'd.)

Advance Payvments
npany does not presently request advance payments from its Customers.
Depasits

The Company docs not presently request deposits from its Customers.

Effective:

ident - Regulatory Affairs
i Harbonr Island Boulevard, Suite 220
lorida 33602
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- 1.0.- REGULATIONS, (CONT'D.)

srspayment of any amounts owing to the Company, the Company may; by
1) days written notice to the Customer, discontinue or suspend service
rring any Hability. ‘

e
v violation of any of the other material terms or conditions for furnishin
“ompany may, by giving five (5) days written notice to the Customer,
ae o suspend service without incurring any liability if such violatién
s diring that period, ‘

iz

o

wion of any material portion of the facilities used by the Company
st o Customer or if a casualty renders all or any material portic

s inaperable beyond feasible repair, the Company, by noticetothe
ar, miy discontinue or suspend service without incurring any liability.




Hans. Jnc. South Dakota Tariff No. 2
Section 2
Original Page 25 -

10N 2.0~ REGULATIONS, (CONT'D.)

B

A

W1 AETABROIONS, (Cont'd.)

Disenntinuance of Service, (TCont'd.)
ooy the Customer's insolvency, assignment for the benefit of creditors, filing fo
fnkrupiey or reorginization, or failing to discharge an involuntary petition with
fhe time pormitied by law, the Company may immediately discontinue or suspend
e withont incurring any liability. '

I¥

o
it

b

t. Lipon any gavernmental prohibition or required alteration of the services tov:b'
provided or any violation of an applicable law or regulation, the Company ma
wmeiliately discontinue serviee without incurring any liability.

1EF

¥, f the event of lrudulent use of the Company's network, the Company " wi
frscontinue service without notice and/or seek legal recourse to recover allicos
aveolved i enforcement of this provision,

£k Lipan the Company's discontinuance of service to the Customer under Section2.5.6
5.6 13, the Company, in addition to all other remedies that may be available: -
mpuny 4l law or in equity or under any other provision of this tariff;ny
e ] future monthly and other charges that would have been payable by th
tomer during the remainder of the term for which such services would i

srwisg been provided te the Customer (o be immediately due and payabl
anted (0 present value at si pereent). o

il Without potice in the event of Customer use of equipment or services:in suchia
mnner as o adversely affect the Company’s service to others. S

i Without notice in the event of tampering with the equipment or services furnished - ‘
by the Company. '

Effective:

Timoity beat
Vige President - Regulatory Affairs
a1 Seadh Harbour Island Boulevard, Suite 220

. Florida 33602
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H.

FION 2.0 - REGULATIONS, (CONT'D.)

fesity, (Cont'dy)

ation of Application for Service

Anplications Yor serviee cannot be canceled without the Company's agreement
higre the €0 Nrany permits a Cusfomer to cancel an application for service prio
start of service or prior to any special construction, no charges will
wil wwcept for those specified below.

1, prfof to cancellation by the Custonier, the Company incurs any expenses
he service or in preparing to install the service that it otherwise would. no
¢ inevrresd, a charge equal to the costs incurred by the Company, less net salvag >
apply, but in no case shall this charge exceed the sum of the charge for th

'.md of scwluwrdcmd nmludnng,lnqmllatlon chargeq and allcha e

1 Ieax m& m\lv mphc“ n bU(,h asces, thc uhargu will bc based on
moas the cost of the t.qummu]t facilities, and material, the cost
w!mn gtysineering, labor, and supervision, general and admlmstranvccxpense .

bursements, depreciation, maintenance, taxes, provision for return on: '
i, and any other costs associated with the special constructxon., 3

HEMENS,

; si on 1 cases bywcaac bama,

Effective:

SDLO00 -




fons, fag,

SECTION 20 - REGULATIONS, (CONT'D.)

¢ Arpanugengents, (Cont'd)

1 Service Reqguested

(otier makes ot requesis material changes in circuit engineering, €
remises locations, or otherwise materially mod

%, sorvice parameters, p
he Customer's installation fee shall be-adjust

Effecti,{«ér’:

' dent - Repulatory Affairs
#1 South Harbour Island Boulevard, Suite 220

Tamps, Florida 33602




South Dakota Te anff N .2 : o

';‘ ot the upuamm or nmmnctmn of the f'\mlmcs power or equ m
hc eredited to the Customer as set forth in 2,6.1 for the: par

i h sanee will be given when service is interrupted, except as %pecx

> Is intermupted when it becomes inoperative to the Custom
e Unstomer s wmsble to transmit ar receive, because of a failure of a componer
) By thie Company wider this tariff. i

44 mptmn ;‘u.rmd hcpm&m hen the Customer reports aservice, facility or
ar,, xclcasu it tor tuslmg 'md rcp’ur An mtcrrup

Effective:

220
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Aftawanees for igtarraptions in Service, (Cont'd.)

seral, (Cont'ds)

< CTION 2.0 - REGULATIONS, (CONT'D))

ION 2.0 = B s

tfhe Customer reports a service, facility or circuit to be interrupted put declines
release it for testing and repair, or refuscs access 1o its premiises for test and repai
by the Company, the service, facility of circuit is considered to be impaired bu
interrapted, No credit allowances will be made for a service, facility or ¢irc
considered by the Company 10 be impaired. .

The Customer shall be responsible for the payment of service charges as set forih
harein for visits by the Company's agents OF employees to the premises of th
Customer when the gervice difficulty or trouble report results from the-use O
ggquipment or facilities provided by any party other than the Company, includingbu
not limited to the Customer, i

Lingttutions of Allowances

sp eredit allowanee will be made for any interruption in service:

A

8.

Diue to the negligence of or noncompliance with the provisions of this tariff by any
person or entity other than the Company, including but not limited to the Customer;

Due to the failure of power, cquipment, systems, connections or services:not:
provided by the Company, iy

Due Lo circumstances or causes beyond the reasonable control of the Company; -
During any period in which the Company is not given full and free. access ‘t‘O"‘i’l’S

facilities and equipment for the purposes of investigating and correcting -
interruptions; e g

A service will not e deemed to be interrupted if a Customer continues to volunt
make use of the guch service. If the service is interrupted, the Customerc

service credit, use another means of communications provided by the ;Conipany
{pursuant {0 Section 2.6.3), or utitize another service provider; '

ey —m———r—r——"

Effective: -
Timothy Seat

Vice President - Regulatory Affairs

§01 South Harbour Island Boulevard, Suite 220 o
Tampa, Florida 33602 “$DLO000
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Aflow

62

2,64

SECTION 2.0 - REGULATIONS, (CONT'D.)

anees toe taterruptions in Service, (Cont'd.)

{ imitations of Alowances, (Cont'd.)

¥, During any period when the Customer has released service to the Company

maintenance purposes or for implementation of a Customer order for a change.i
service arrangements; 5

G, That oceurs or continues due to the Customer's failure to authorize replacement
any clement of special construction; and

it That was not reported to the Company within thirty (30) days of the date that servi
wirs affected, n

Wl Another Means of Communications

¥ the Customer cleets to use another means of communications during the periad-of .
interrption, the Customer must pay the charges for the alternative service used. 4

Applieation of Credits for Interruptions in Service

A, Credits {or interruptions in service that is provided and billed ona flat rate basis:f
a minimum period of at least one month, beginning on the date that billing become
effective, shall in no event exceed an amount equivalent to the proportionate.ch
1o the Customer for the period of service during which the event that gaverise
elaim for a credit oceurred, A credit allowance is applied on a pro rata basis ag
the rates specified bereunder and is dependent upon the length of the interrup
Ouly those facilities on the interrupted portion of the circuit will receive a cred

1, For calculating credit allowances, every month is considered to have thirty (30)
chirys, i

L0 A eredit allowance will be given for interruptions of thirty (30) minutes or. mor.
Two or more interruptions of fifteen (15) minutes or more during any one 24k
period shall be combined into one cumulative interruption,

Effective:

Timothy Sedt
Vice President - Regulatory Affairs

601 South Harbour Island Boulevard, Suite 220
Tampa, Florida 33602
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St CTEGN.2.0 - REGULATIONS, (CONT'D.)

fere Tuterruptions i Service, (Cont'd.)

tion of Credits for Interruptions in Service, (Cont'd))

. fnterruptions of 24 Hours or Less
( ] Ameount of Service To Be Credited _] v
‘ ' None
1/10 Day
1/5 Day
1 6 hours

g 1o but not 2/5 Day

ix‘&c’s}\k,diﬂ‘g 9 hours \__
% Hors up 1o but not ' 3/5 Day

’ g 12 hours

wirg tp o but not 4/5 Day

uding 18 hours

“TE hours up to but not One Day
wiling 24 hours
AR AT i o
k. nterruptions Over 24 Hours and Less Than 72 Hours

fnlerruptions over 24 hours and less than 72 hours will be credited 1/5 day forgach 3
1-howr perind or fraction thercof, No-more than one full day's credit will beallowed:

for any period of 24 hours.
. Interruptions Qver 72 Hours

Iterruptions over 72 hours will be credited 2 days for each full 24-hou;f'pjeiic
more than thirty (30) days credit will be allowed for any one month periodi =

Effective:

Timathy Seat

Vice President - Regulatory Affairs

601 South Harbour Island Boulevard, Suite 220
Frnpa, Florida 33602
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SECTION 2.0 - REGULATIONS, (CONT'D.)

e Adlssinces for Interruptions in Service, (Cont'd.)

488 Cancellation For Service Interruption

Cancellation or termination for service interruption is permitted only if any cire
gxperiences a xm;:,h, continuous outage of 8 hours or more or cumulative service credits
ueik xlmg, {6 hours in a continuous 12-month period. The right to cancel service under:

pmvmmn applies only to the smglc circuit that has been subject to the outage or cumula
serviee credits.

o

tise of Customer's Service by Others
2,04 Joint Use Arrangements

Joint use arrangements will be permitted for all services provided under this tariff. Ero
each joint use arrangement, one member will be designated as the Customer responsiblé:f
the manner in which the joint use of the service will be allocated. The Company wil p.
orders to start, rearrange, relocate, or discontinue service only from the designated Customer
Without affecting the Customer's ultimate responsibility for payment of all charges-forthe.
serviee, each joint user shall be responsible for the payment of the charges billed toit.

Effective:

Timothy Seat

Vicg Presiclent - Regulatory Affairy

6()' South Harbour Island Boulevard, Suite 220
Tampa, Florida 33602




7+ tel Communications, Inc, South Dakota Tariff No. 2. .

Secfion2:.t
Original Page 33

bR,

SECTION 2.0 - REGULATIONS, (CONT'D.)

Cancellation of Service/Termination Liability

1f o Customer cancels a Service Order or terminates services before the completion of the term:; ¢
any reason whatsoever other than a service interruption (as defined in Section 2.6.1 above);
Customer agrees to pay to the Company termination liability charges, as defined below. Th
¢harges shall become due as of the ef fective date of the cancellation or termination and be payabl
within the period, set forth in Section 2.5.2. :

2.8,1  Termination Liability

The Customer's termination liability for cancellation of service shall be equal to:

Al all unpaid Non-Recurring charges reasonably expended by the Company to establish
service to the Customer; plus "

B. any disconncction, carly cancellation or termination charges reasonably incurredand: i
paid to third parties by the Company on behalf of the Customer; plus L

C, all Recurring Charges specified in the applicable Service Order Tariff for:the =
balance of the then current term discounted at the prime rate announced inthe W

Street Journal on the third business day following the date of cancellation; .

D. minus a reasonable allowance for costs avoided by the Company as a directresult
of the Customer's cancellation. i

Transfers and Assignments
Neither the Company nor the Customer may assign or transfer its rights or duties in connection'y :
the services and facilities provided by the Company without the written consent of the other:pa
exeept that the Company may assign its rights and duties: :

2.9.1 1o any subsidiary, parent company or affiliate of the Company; or

2,92 pursuant to any sale or transfer of substantially all the assets of the Company with the state
or

29,3 pursuant to any financing, merger or reorganization of the Company.

Effective:
Timaothy Scat
Vice President - Regulatory Affairs
601 South Harbour Island Boulevard, Suite 220 R
Tampa, Florida 33602 SDLU000-
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sinaner Liabtlity for Unnuthorized Use of the Network

IN 2.4 - REGULATIONS, (CONT'D.)

sf thie network occurs when a person or entity that does not have actual, apparent;-- :
sigity 1o use the network, obtains the Company's services provided under this tanff

Custwimner Liability for Fraud and Unauthorized Use of the Network

A Thae Customer is Hable for the unauthorized use of the network obtained through the-
frandulent use of a Company calling card, if such a card is offered by the Company,
ar an aveepted eredit card, provided that the unauthorized use occurs before the.

{ prrpany has been notified. :

i, A Company calling card is a telephone calling card issued by the Company at-thie -
i r's request, which enables the Customer or user(s) authorized- by the
€asstomer to plaee calls over the Network and to have the charges for such:calls
Bitled to the Customer's account, ‘

An aegepled eredit card is any credit card that a cardholder has requested oriapplied
far wnd repeived, or has signed, used, or authorized another person to use to obtain -
erealit, Any credit card issued as an renewal or substitute in accordance with this
parapraph is an aceepted credit card when received by the cardholder.

ustomer must give the Company written or oral notice that an unauthonzed"
A Company calling card or an accepted credit card has occurred or may: occu ,
: tesult of loss, and/or theft,

i, T“z\: [

[ The Customer is responsible for payment of all charges for calling card servi
provided under this tariff, unless due to the negligence of the Company: Thi

spansibiiity is not changed due to any use, misuse, or abuse of the Custonie
ar Customer-provided equipment by third parties, the Customcrscmploye S,

or the public,

Effective:

Thnethy Semt

Viee President - Regulatory Affairs

601 South Harbour Island Boulevard, Suite 220 e
Tampa, Florida 33602 SDLOOOD
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Caminunientions, e,

-

SECTION 2.0 - REGULATIONS, (CONT'D)

131 Notices and Communications
e Order an address to which the Company shall -
unications, except that the Customer may also.

2,111 The Customer shall designate on the Servic
bills for service shall be mailed.

mail or deliver all notices and other comm

designate a separate address to which the Company's

which the Customer shzi]_l_b
Company may designat

\l] designate on the Service
hall mail paymentoh’ﬂim

2,112 The Company she Order an address 10
nail or deliver all notices and other communications, except that
a separate address on cach bill for service to which the Customer s

hill,
unications required to be

ated in this tariff, all notices oOf other comm
munications ofeithe

will be in writing. Notices and other com
hall be presumed to have been delivered:to th
g placement of the notice, communi‘cati,ohior’
id and properly addressed; orwhen’

2013 fNceplas otherwise st

given pursuant 1o this tariff
and all bills mailed by the Company, §
on the third business day followin
aprivate delivery service, prepa
ddressee, whichever occurs first,

party,
ather party
bill with the U.5. Mail or
actually received or refused by the a
3114 The Company OF the Customer shall advise the other party of any changes 10 the addresses: =
designated for notices, other communications or billing, by following the procedures’for
giving notice set forth herein. e

Taxes, Fees and Surcharges
1

Rudd
-
Foak

d all applicable taxes, fees and surcharges in.addition
vices provided to the Customer. Taxes and fees include;but AT
Sate Sales Tax, Municipal Tax, and Gross Receipts Tax: Unless
are in addition to rates as quote

rves the right to bill any an

The Company rese
to normal rales and charges for ser
not limited o Federal Excise Tax,
{ariff, such taxes, fees and surcharges

atherwise specified in this
this tari{f and will be itemized separately on Customer invoices.

Al 911 Service Surcharge

assessed a per line surcharge to support local E911 Service Pro
Il be based on a monthly snapshot of lines associated with
Customer's account. No fractional debits or credits will be given. This surchargewilla
as a scparate Jine item on the Customer’s bill. The amount of the surcharge will be g
the per line assessment paid by the Company as determined by local jurisdi
assessments rounded up to the nearest whole cent, and may vary from time to- tim
required by South Dakota law, Commission rules of Jocal jurisdiction requirements. :

Al Customers will be
The 911 Surcharge wi

Effective:

-

Timothy Scat
Vice President - Regulatory Affairs
601 South Harbour 1sland Boulevard, Suite 220

Tampa, Florida 33602
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SECTION 2.0 - REGULATIONS, (CONT'D.)

. Fees and Surcharges, (Cont’d.)

soutl Dakots Telecomniunications Relay Service Surcharge

stomers will be assessed a per line surcharge to support the South Dakota
smanications Relay Service ("SDTRS") program, The SDTRS Surcharge will‘be
menthly snapshot of lines associated with cach Customer's account. No fractional
credits will be given, This surcharge will appear as a separatc ling item on the
% bill. The amount of the surcharge will be equal to the per line assessment paid-
piny s determined by South Dakota law or Commission rules rounded up to the

B ol cent, and may vary from time to time as required by South Dakota law or
Crammisaion rules.

Slanpous Provisions

Telephone Number Changes

o vy Customer's telephone number is changed after a directory is published, the: - o

shall intercept all calls to the former number for at least one hundred and twenty
Feys and give the calling party the new number provided existing central office
gent will permit, and the Customer §o desires.

Wies service in an existing location is continued fora new Customer, the existing telephone s
5 be retined by the new Customer only if the former Customer consentsiin:, = >
anad i allt charges against the account are paid or assumed by the new Customer.

Staintenance o Operations Records

of vurious lests and inspections, to include non-routine corrective maintenance -

‘ Vv wraffic analysis summaries for network administration, necessary for the =
mpairy or to ful fill the requirements of Commission rules shall be kepton .+ -
ffive of the Company as required under Commission rules, e

Effective:

1 - Regulatory Affairs
arbour 1sland Boulevard, Suite 220 e
nps, Florids 33602 SDL0000 - -




South Dakota Tariff No. 2
Section’3
Original Page'l - ...

SECTION 3.0 - SERVICE AREAS

X Faclumnye Service Areas
Losal exehange services are provided, subject to availability of facilities and equipment, in areas
gierently served by the following Incumbent LECs: 1) Qwest.

Xz Rate Groups
{

fior local services provided by the Company may be based, in part, on the Rate Group.
ated with the Customer's Central Office. The Rate Group is determined by the total access:
d PBX trunks in the local calling area which can be reached from each Central Office as listed
it the following table:

T

fite Group |Exchange Access Lines and PBX Trunks In Local
Calling Area - Upper Limit
AB | to 1,000
) 1,001 to 5,000
B 5,001 to 20,000
G ' 20,001 to 45,000
L ' 45,001 and over

3% Laceol Calling Areas

v “alling Areas and exchanges are equivalent to those specified by Qwest in its Exchangeand *
seawork Services Turiff, Scction 3. o

Effective:

Timothy Scat

Vice President - Regulatory Affairs

601 South Harbour Island Boulevard, Suite 220 R
Tampa, Florida 33602 SDL0000"
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Original Page 1

TION 4.0 - BASIC SERVICES AND RATES

s o Lisage Sensitive Services

are specified pased on the duration of use, such as the duration of &

it 3 sEViCe
(isttowing rubes apply:

ified for cach service. Al calls which are

jonal therements ident!
d-up to the next whole unit.

cpred indurat
are rounde

yEasircment inerement

srplted calls bepins when the call is answered by the called party. Answe
-y hardware angwer supervision in all cases where this signaling 18 proy

local carrier and any intermediate carrier(s).

T

i
gesninaling

s {eppsinateg on all calls when the calling party hangs up or the Company‘,sfﬁemqu
from the termyinating carrier. &

an off-hook signal

ppnl Program

fors a potential customer to the Z-Tel services listed below wil
(e it should the referred customer subscribe to and remain a Z-Tel customerfo
< referrad custemer must provide the name of the cxisting Z-Tel CustOnlér who
the new Z-Tel cervice. The credit i applied only once toa
y for interstate of intrastate service. S

cystamer who 1e

el wpon ordering
it ) does not apply sep

aratel
mer credit is:

The referring custo
$20.00

1y Thakaota Home Edition Service

Effective:

Tiowsihy Seat
Vieg President - Regulatory Affairs
601 Seuth Farbour Island Boulevard, Suite 220

Fampa, Florida 33602




sHons, e South Dakota Tariff No. 2 -
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R R

NAL - BASIC SERVICES AND RATES, (CONT'D.)

chimge Bundled Service

{reneral

igfe {ocul exchange service only as part of a bundle or package .o
atfons services, All packages include local service, long distance service
wd intrastate toll), selected custom calling features, voice mail and optiona
Tolt calls are billed in six (6) second increments. The aforemerntioned
by avadlable as part of the bundled service offering and are not avaﬂable
L service basts,

hange Bundled Service includes the calling features listed below:

- Call Forwarding, when activated, redirects attempted terminating calls:
wr-speeific Hne. The Customer may have to activate -and deactivate:
: fhetion and specify the desired terminating tclephone number during:
dum, 1Hormnatlng dbllnyxsnotaﬂccted by CalIForwardmg The call

fire o pegilated by the Commission,

Effective:

1 - Regulatory Affairs
Harbaur Island Boulevard, Suite 220 Lo
s.qk I !\1“( & }4(1“7 SDL:OOOO -




feves, bo. Soutli Dakota ]

ON 4.0 - BASIC SERVICES AND RATES, (CONT'D.)

Munge Bundied Service, (Cont’d.)

aterub (Cont’d.)

g with Caller 1D with Name « Call Waiting with Caller ID with Name pr

(B mxpluv sereen al uwum a Customcr to prxorxtlzc and or seree
e permits the Customer to place the first call on hold, answer the

1 bstween both callers. Cancel Call Waiting (CCW)allows:
jor ta dmblc ( W for tho dmcmon of an outgomg telephone ¢

, vith N.umc» I‘» nota fﬁilablc, Culle'r ID, whicfh’on'ly displays‘:‘,ﬁth "é’al'l 1
sk, withl e substituted, Ced

“Effective




et Commuanications, Inc.

South Dakota Ta

nﬁNo2
Secu

Original'Page

4.3

SECTION 4.0 - BASIC SERVICES AND RATES, (CONT'D.)

Network Exchange Bundled Service, (Cont’d.)

4,32

LA

ian fee wiived (or those customers who retain their existing telephone number when switching 1h‘e ;

Sputh Dakota Home Edition Service

Package Price for South Dakota Home Edition Service

Primary Line, per month $59.99
Secondary Line, per month $25.00
Service Connection Fee, one time charge per line *
Primary Line $69.99
Secondary Line $39.99
South Dakota Home Edition Service includes the following:
I, A monthly allowance of 200 free minutes of interstate and intrastate to[l

calling.

Toll calls placed via toll free access within the 200 minute allowance w1]1

be bitled as noted below.

Toll calls within 200 minute allowance

Direct Dial Access
Travel Access

Toll calls above 200 minute allowance

Direct Dial Access
Travel Access

j\')

L.ocal calls above 50 hours

a3

Per minute rate
$0.00
$0.03

Per minute rate
S0.14
$0.17

A monthly allowance of 50 free hours of local calling.

Per minute rate

30.015

Custom Calling Features: Call Forwarding, Caller ID with Name,: Call

Waiting with Caller ID with Name, Three -Way Calling and Speed Calhng

Timothy Seat

¥iee President - Regulatory Affairs

601 South Harbour Island Boulevard, Suite 220
Tampa, Florida 33602

Effective:

SDLO000
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Section 5
Original Page:1.

TION 8.0 - MISCELLANEOUS SERVICES AND RATES

few Upder and Clinnge Charges

weing eharges apply to processing Service Orders fornew service and for changes in service.

Residence Business
$25.00 $47.00
$9.55 $10.00
$9.55 $10.00

Wiy nime change $9.55 $10.00
Tronthle Isolation Charge $85.00 $85.00

wlsle to conneetion of Network Bundled Service. See Section 4.2.2 for Network
apring charges. e

Effective:

Traothy Seat

Viee Prasident - Regulatory Affairs

' ath Harbour 1sland Boulevard, Suite 220 e
tarids 33602 SDL0B0O -




Tel Communications, Inc, South Dakota Tariff No, 2-
Section 5
Original Page 2

STON 5.0 - MISCELLANEQUS SERVICES AND RATES,(CONT'D.)

Premise Work Charpes

ses Work Charges are in addition to other applicable rates and charges, and apply. to-all
tomer-requested installations, moves, changes, removals, rearrangements and replacements of

SeN WirE, per premises visit; maintenance; repair visits for replacement or repair of Customer
inaisde wires replacement of wire not installed in accordance with technical standards: prewiring..

£51 Vime and Material Charges: Charges applicable for repair work, prewiring -
installations of complex wiring. Chargeable time is labor which includes, but is notlimite
fo, wark preparation, actual work and cleanup. Material charges are the items required-to
fulfill the job requirements. o

%22 Premise Visit Charge: A charge per premises visit or series of visits by a Company
techrician to the Customer’s premises for the purpose of performing billable premises work
requested by the Customer or Customer representative. A Premises Visit Chargedsin
addition to all applicable Premises Work Charges or Flat Charge, except as specified
eisewhere., '

523 TroubleIsolation Charge: A nonrecurring charge which applies to residence and business
customers for each repair visit made to a premises to test the central office line, up to-the: -
demarcation point, when the line tests clear and the trouble is not found in the Company
facitities ‘

¥ 4]

A4 Flat Installation Charge: Applies for the installation of noncomplex wire andjaclé.
Included within this charge is the Premises Visit Charge (travel time) and simple materials.

Effective:

Timothy Seat

Viee President - Regulatory Affairs

601 South Harbour Island Boulevard, Suite 220 :
Tampa, Florida 33602 SPLOG00




e Communications, Inc. South Dakota Tariff No. 2
Section 5.
Original Page 3 -

SECTION 5.0 - MISCELLANEOUS SERVICES AND RATES, (CONT’D.)

52 Promise Work Charges, (Cont’d.)

Time and Materials Charge Residence Business

Work performed during regularly scheduled
business hours
First 30 minutes, or fraction thereof $60.00 $60.00
Bach add'l. 15 minutes, or fraction thercofl $25.00 $25.00

Work performed at hours other than regularly
scheduled business hours, excluding Sunday
and holidays

First 30 minutes, or fraction thereof $63.00 $63.00
Bach add’l, 15 minutes, or fraction thereof $25.00 $25.00

Work performed on Sundays and halidays *
First 30 minutes, or fraction thereof $74.00 $74.00"
ach add’), 15 minutes, or fraction thereaf $30.00 $30.00

Premises Visit Charge *

Per visit $25.00 $25.00

Flat Installation Charge

Per order, per premises
First Jack $85.00 $95.00
Each add’l. Jack $50.00 $55.00

Trauble Isolation Charge

Per visit $80.00 $80.00

ainimum charge of two (2) hours. !
s¢isit Charge applies to all Time and Material Charge Schedules excepted as specified elsewhere. ,
et 1o this chagge are New Years's Day, Memorial Day, Independence Day, Labor Day, Thanksgn ng

Effective:

Timothy Seat

Vice President - Regulatory Affairs

#01 South Harbour Island Boulevard, Suite 220
Tampa, Florida 33602
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Original-Page 4

TION 5.0 - MISCELLANEOUS SERVICES AND RATES, (CONT’D.)

£ feestoration of Service

of suspended service and facilities because

hat the restoration of the suspended- servic
ly when, after disconmection of servic

& featoration cliarge applies to the restoration
sonpayment of bills and is payable at the time t
facilities is arranged. The restoration charge does not app
service is Jater re-installed.

Residence Business
$25.00 " $50.00

Per oecasion, per line
£ Temporery Suspension/Restoration of Service

1 the request of the customer, service may be temporarily suspended. Suspension of service
septn oF lerminate on any day of the month provided notice is given sufficiently in advance:io
arragements 10 be made. Service will be disconnected to the extent necessary to assure’ than ng
e or outward service will be available during the period of suspension. :

Residence Business
$10.00 §27.50
50% of regular service rates

Nonreeurring charge, per line suspended
Recurring charge, per line suspended

Noenrecurring charge, per line restored $25.00 £50.00

Effective: ‘

Timothy Seat
Vice President - Regulatory Affairs

601 South Harbour Island Boulevard, Suite 220
‘Tampa, Florida 33602
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ginunieations, Inc.
Original Page:5 -

S AND RATES, (CONT'D.)

N5~ MISCELLANEOUS SERVICE

palilie Telephone Surcharge
seover the Company’s eXpenses to comply with the FCC’s pay telephone compen‘satioj
e on October 7, 1997 (FCC 97-371), an undiscountable per call charge is applicabl
4l that originate from any pay telephone, not presubscribed to the Comparny, Use

pany provided services. This surcharge, which is in addition to standard tariffed-usd
¢ and ay applicable service charges and gurcharges associated with service, applies-foi-}th
he fnstument used 10 Access Company provided service and is unrelated to the service .

i {ram the pay telephone.

perated and coinless phones owned by local telephone compa_nie‘sv
hange carriers. The Public Pay Telephone Surcharge appliesite

Aepiones inelude coin-o
I). The Public P

wlent companies and interexc
1 eompleted call and any reoriginated call (e.g., using the “#” symbo
sdveme Surcharge does not apply to calls placed from pay telephones at which the Customerpay

s iy nserting coins during the progress of the call.

arge will appear on the same invoice containin
pay telephone coding digits:

henever possible, the Public Pay Telephone Surch

i ¢ charges for the surcharged call, In cases where proper
+ 1o the Company prior to completion of a call, the Public Pay Telephone Surcharge may:
4 subsequent invoice after the Company has obtained information from a carrier that the

& station s an cligible pay telephone.

1
A
§
{

Rate Per Call $0.30

Effective:

Timothy Seat

Vice President - Regulatory Affairs
601 South Harbour Island Boulevar
Tumpa, Florida 33602

d, Suite 220
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Section'5
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Original Page'6

i
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SECTION 5.0 - MISCELLANEQUS SERVICES AND RATES, (CONT'D.)

)

Optional Calling Features

T fentures in this section are made available to Residential and Business Customers on a:peru:
Bisis, All features are provided subject to availability. Customers may utilize each feature by dialin
thi appropriate aceess code. The Customer will be billed the per feature activation charge shiow.
the table below cach time a feature is used by the Customer. Transmission levels for calls:forwar
ar ealls placed or received using optional calling features may not be acceptable for all some uses

SOME CUSCS,
%.6.1 TFeature Descriptions

Return Call: Allows a Customer to return the most recent incoming call and, after dialing 4

a code, hear an announcement of the last telephone number that called. If the Customer
wishes to return the call right away, voice prompts will instruct the Customer to dialacer
digit and the call will automatically be returned. :

Continuous Redial Permits the Customer to redial automatically the last number dialved '

Call Trace: Allowsa Customer to initiate an automatic trace of the last call received: Aft

receiving the call which is to be traced, the Customer dials a code and the traced telephone
number is automatically sent to the Company. The Customer using Call Trace isrequi
contact the Company for further action. The Customer originating the trace will-not
the traced telephone number. The results of a trace will be furnished only tosleg
constituted authorities upon proper request by them. :

Caller Identification Blocking: Allows the name and number of the calling-;paﬁy
blocked from being transmitted when placing outbound calls. i

Per Call Blocking: To activate per-call blocking, a Customer dials a fsp‘e’éi_a
prior to placing a call. Blocking will be activated for that outgoing call.only:
is no charge for using per call blocking, and it is provided on an unlimitec

Per Line Blocking: When blocking is established on the line, it can-be deac
by dialing a code before each call. This one call unblock allows the hame
sumber to be sent for that one call only. Customers who choose per-line blo
for the first time will not be charged the nonrecurring charge: After the fir
customers requesting per line blocking will pay a nonrecurring charge for ach lir
equipped with per line blocking. Per line blocking will be provided:free
enforcement and domestic violence agencies and individual victims of dor
violence upon request. L

Effective: -

Timothy Seat

Vice President - Regulatory Affairs

601 South Harbour Island Boulevard, Suite 220
Tampa, Florida 33602
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Section 5
Original Page 7

SERVICES AND RATES, (CONT'D.)

Erptionat Calling Festures, (Cont'd.)

Tastes

FEATURE Per Monthly Cap
i Use
woos Redigl $0.75 $6.00
t , $0.75  $6.00
» - 9155 | -
“Tertification Blocking, per call No charge |  Nocharge
Residential Business
eation Blocking, per line Nonrecurring Nonrecurring
Thte rogquest I $0.00 $0.00
iUl Teguest $6.00 __$16.00

Effective:

Timothy Seat
. President - Regulatory Affairs
South Harbour Island Boulevard, Suite 220

£
Tampa, Florida 33602




South Dakota TariffNo. 2.
“Section 5
Original Page 8-

(EOUS SERVICES AND RATES, (CONT’D.)

istance, for o charge, in determining a telephone number bvy*‘digl’ihg
. A Customer ean also receive assistance by writing the Company Wwith
¢ for which telephone numbers are desired. ‘

Tiaste Directory Assistance

speeifled following apply when Customers request company assistance:
fing wehephone numbers of Customers who are located in the same local service-are:
are not loeated in the same local service area but who are located within the sam

sy of two(2) requested telephone numbers are allowed per call.

s will notapply for calls placed from hospital services or calls placed from teleplione
e Customier or, in the case of residence service, a member of the Custom

tseen affirmed in writing as unable to use a Company provided direct
isual, physical or reading handicap.

Ay Basie Directory Assistance
clory Assistanee Per query
et Dinled $0.85
Operator Dialed Locul $2.55
Gperator Dialed [ntral, ATA $4.25

Effective:

sty Beat
el » Regulatory Affairs
hour Istand Boulevard, Suite 220




smunieations, e South Dakota Tariff No. 2
Sectiond:

Original Page 9

{perator Serviees

gires apply. The (ypes of calls handled are as follows:

NS MISCELLANEQUS SERVICES AND RATES, (CONT'D.)

ppany's opersor services, available to presubscribed Customers, are accessible ona twenty-
13 Bour per day seven {7) days per week basis. In addition to the per call service charge, usage

Customer Dialed Calling/Credit Card Call - This charge applies in addition to usage charges

for station to station calls billed to an authorized Calling Card or Commercia

1 Credit Card.

The Customer must dial the destination telephone number where the capability exists forthe:

Custamer Lo do so. A separate rate applies in the event operator assistan

entering the Customer's card number for billing purposes.

for st

{ustemer.

Party
a¢ Commercial Credit Card,

Person-to-Person - This charge applies in addition to usage charges for

assistance of p Company operator to a particular party at the destination
plies

[

24,1 Loeal and lntra LATA Usage Rates

the Customer (Section 4.3).

regardless of billing method, including but not limited to billin
Commereial Credit Card, Colleet, by deposit of coins in Pay Telephones, ortoa T
(lharges do not apply unless the specified party or an acceptable substitute is

Csane charges will be billed at the rate in effect for the presubscribed service

Operator Dialed Calling/Credit Card Call - This charge applics in addition to usage charges: .
for station to station calls billed to an authorized telephone Calling Card or Commercial:
Credit Card and the operator dials the destination telephone number at

the request of the:-

hird:Party.
available.

purchasediﬁy :

ce is requested for

oy Station ~ These charges apply in addition to usage charges for non-Person=to- - y
erson calls placed using the assistance of a Company operator and billed Collect, to a Third:
by deposit of coins in Pay Telephones, or via some method other than a Calling Card.

calls placed “’it11=-tlj_¢ e
number. Thischarge: L
gtoa Calling Cart

Timothy Seal

Vice President - Regulatory Affairs

a1 South Harbour Island Boulevard, Suite 220
Tampa, Florida 33602

Effective:

SDLO000
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RECTIONS.0 - MISCELLANEOUS SERVICES AND RATES, (CONT'D.)

£R Operator Services, (Cont'd.)

#8,1 Local and intraL.ATA Per Call Service Charges:

Customer Dialed Calling Card (Mechanized) $0.55
Operator Assisted Station-to-Station
Parlially Assisted ‘ £2.10
Fully Assisted $3.10
QOperator Assisted Person-to-Person
Partially Assisted $4.50
Fully Assisted $5.50

542 InterLATA Per Call Service Charges:

Customer Dialed Calling Card (Mechanized) $1.05
Operator Assisted Station-to-Station

Partially Assisted $2.25

Fully Assisted $3.40
Operator Assisted Person-to-Person

partially Assisted $4.90

Fully Assisted- $6.05

Effective:

Timothy Seat

Vice President - Regulatory Affairs

501 South Harbour Island Boulevard, Suite 220 S
Tampa, Florida 33602 SDLO0C0
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Original Page 11

TION 50 - MISCELLANEOUS SERVICES AND RATES, (CONT'D.)

fiysy Lise Yerifieation and Line Interrupt Service

st of 4 calling party the Company will verify a busy condition on a designated 10
Thie operator will determine if the line is clear or in use and report to the calling
of the Custamer, the operator will interrupt the call on the busy line. Bus
: only permitted in cases where the calling party indicates an emergency exi

i1} apply when the calling party advises that the call is to or from an official publi
sency. Busy Verification and Interrupt Service is furnished where and to the exte

I3

sraver sl identify and save the Company harmless against all claims that may arise;,fto
sy party 1o the interrupted call or any person. '

Per call
Line Verification, per request $1.25
fion with Line Interruption $2.00

Effective:

Timnthy 3
Vige ¥

el

 President - Regulatory Affairs

4011 Soush Harbour Island Boulevard, Suite 220
Tampa, Florida 33602




South Dakota Tariff No. .
Section™:

ssitnaivations, Inc
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D RATES, (CONT'D.)

TFION 5.0 - MISCELLANEQUS SERVICES AN

Birectery Listing Serviet
ga0.4 Generul
ndard listings in light face type in the?

ations apply to sta
directory and to the Directory” Assis

Yy Tollowing rutes and regul
of the telephone

phabetical geetion)
s of the Company.

A

14
nited to such information as is essential to the identification o
a service, commodity, ot trade name is not permitted unless

Directory listings are 1
f the name, under which the Customer does business:

isted party, The listing of
fhz pame, Or an integral part 0

ng s limited to one line in the directory, except where in the judgeme
sy, more than one line is required to identi fy the Customer properly. In‘suc
the pdditional lnes required are provided at no exira charge.

Linting services ae available with all classes of main telephone exchange service.

£40.2  Listings

A, Primary Listing
is included with each exchange act}c s ling

One Ysting, termed the primary listmg,
or gaeh joint user gervice.

Effectiver -

Timothy Seat
Viee President - Regulatory Affoies
Bt Seuth Harbour Island Boulovard, Suito 220

Tampa, Florida 33602
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A iLL-AN’E()US SERVICES AND RATES, (CONT'D.)

wrviee (Contdd)
5, (0001

i Additinnst Listings

sdidivionst lisings may be the listings of individual names of those entitleto
1er's service or , for business, Departments, Divisions, Tradenanies; ¢

msetion with business and residence service, regular additional listings
ble only in the names of Authorized Users of the Customer’s-service:

iy o

., ull additional listings ave of the same address and.telephone:nuriber
i listings, exeept as provided for jointuser and alternate number
er, when it appears necessary as an aid to the use of the direc
atigfactory serviee can be furnished, a listing will be permitted nds
" Biranch exchange, Centrex or extension of an exchange:s
Hed on the premises of the Customer, but at an address different fro
fhie attendant position of main service. -

additional Hstings are not permitted in connection with-residence se
svee additional lstings are also permitted in connection with'business
s Joented in a residence and for permanent Or SCASON GUESTS Fesi

5

denee duat name additional listing is comprised of a surname, two fir
ss and telephone number. A residence dual name: fadditional.vliétih
sidied for two persons who share the same sumname and.resideat
ross, or for a person known by two {irst names. :

i

i) types of additional listings, such as Altemalte, Alpha and Infor
+and Reference Listings, Foreign Listings, etc. take the'sam
Jassilication as the service with which such listings are furnishe

Effcctivey:

15

ent - Regulatory Affairs
srbour Island Boulevard, Suite 220
dn 33602




saviricationg, Tne

{ 50 MISCELLANEQUS SERVICES AND RATES, (CONT'D:):

v Listing Serviee, (Cont’d.)

Listiogs, (Cont"d.)

L Nosipublished Service

The se kpmne numbers of nonpublished service are not listed in '
npay s alphabetical directory or Directory Assistance records avalla
geneenl public,

Non published information may be released to emergency service prov1
wuatomers who subscribe to Company offerings which require the informat
’pmvuie service and/ ar bill their clients, or, to-telephone customers:who:ar

far ealls placed to or from nonpublished numbers and to entities whichcolle
she i)qud services, Nonpublished names and/or telephone numbers ma
delivered to customers on a call-by-call basis, o

{neinming ealls 10 nonpublished service will be completed by the Com”a
schen the calling party places the call by number, The Company will: adher
jEie mu: nm wnhbtandmg any claim the callmg party may present excepy

pubi
rt:.fui.iu,na pm ty.
When the Company agrees to keep a number unlisted, it does so”W'

ubligation, Except forcasesof gross ncghgence orwillful misconduct,
s nm lmblu for any damagcs that m1g_J1t arise from pubhshmg arion

i pu 7ltwhcd in lhc: dlrcotoxy, the Company ] only obhgatlon is: to cret
smy monthly charges the Customer paid for non-published service.

numhcr m auy pmon

Timuothy Seat
Vice President - Regulatory Affairs

01 South Harbour Island Boulevard, Suite 220
Tusmpa, Florida 33602




South Dakota Tariff No. 2
Section 5
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i LEHON 5.0 - MISCELLANEOUS SERVICES AND RATES, (‘CONT'D.}? o
10 Dlrectory Listing Service, (Cont*d,)

102 Listings, {Convd,)

P, Nonlisted Service

Non-listed servic

€ means that the Cy
directory, b

stomer's telephone number is not{isted
ut does it appear in the C

ompany's Directory Assistance:Rech
This service iy subject (o the rules and regulations for E91] ser\f
applicable,

The Company will on]

y complete calls to a p
caller, during the cours

onlisted number, if request
e of a directory assistan

ce call completion service:
When the Company agrees to keep a number unlisted, i

it does-so witho
obligation. Except for cages of gross negligence or willfy] miscondict, th
is not liable for any da i

in the directory or disclos;
in the directory, the Company
charges the Customer paid for nonl

The subscriber indemnif
amount the Company mug
against any and ] claim
directly or indirectly, by 1l
said number to any person,

M“M_

Timothy Seat
Vice President - Regulatory Affairs

601 Soutlh Harbour Island Boulevard, Suite 220
Tampa, Florida 33602
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A MISCELL

¥ Ldsting Sevvive, (Cont’d.)

<& Rates and Charges

Pritnary Listings

Change in Primary Listi ng
Business, cach
Residence, each

Additional Listings
Business, each
Residence, each

Nonlisted Service
Business, cach
Residence, each

Nanpublished Service
Business, each
Residence, cach

Nonrecurring Charge
$0.00

$10.00
3 5.00

$10.00
§ 5.00

$10.00
$8.00

LANEOUS SERVICES AND RATES, (CONT'D,)

Per Month

$0.00

$6.00
51.50

$2.00
$2.00

$3.00
$3.00

Fimothy Seat
Y President - Regulatory A ffairg

Seuth Harbour sland Boulev
it Florida 33602

ard, Suite 220

Effective; =




v, Toe, South Dakota T arj'ff?‘ 0:

s carricr aceess codcs or dddxtlonal dxalmg to di
Vit nnp distance catrier on a per call basis, ‘

calls subjeet to presubscription and some other.car
edl carrier for interLATA toll calls subject to presu Seri

tomer-may select a carrier other than the Company for intral
cabls subject to presubsceription and the Company for interLAT
subject to presubseription,

Customier may select the carrier other than the Compa
tmbATA and interLATA tolf ealls subject to presubseriptio

Castomer may select two different carriers, neither being the Co
intruLATA and interLATA toll calls. One carrier to: be the
primary Intral ATA interexchange carrier. The other-carrier:
Customer's primary interl, ATA interexchange carrier.

tomer way seleet a carrier other than the Company for no pre
rtorinialL ATA toll calls subject to presubseription whict
the Castomer to dial a carrier access code to route all intralLA”
1ix the earrier of choice for each call,

s

dent - Regulatory Affairs
arbour Island Boulevard, Suite 220




rhalnnieglentions, ne,

South Dakota Tariff No. 2
Section 5
Original:Pa;

z

FON 8.0 - MISCELLANEOUS SERVICES AND RATES, (CONT'D))

rier Peosubiseription, {Cont'd,)

543 Rudes and Regulations

Customers ol record will retain their prim
A dialing arrangements be chan ged.

ary interexchan ge carrier(s) until they req

168 of record or new Customers may se
A Presubscription,

lect either Options A, B,C, D, Eor

ers mity change their selected Option and/or presubscribed toll carrier at any.
SRRt o charges speeified in 5,115 below:

Presubseription Procedures

-ustoner will be asked to seleqt intraLATA
~Hstamer places an order to establish local exc
mpany will process the Customer's order for sery
el ATA toll service presubscription

and interLATA tol] carrief
hange service with the Com
ice. Al new Customers” ini:
shall be provided free of charge,

iy

se Customer is unable to make

selection at the time the new Customer place
5h loeal exchange service, the Company will read a random listing of al]
ATA and interLATA carriers to-aid the Customer in selection. If selectio
2, the Company will inform the Customer that he/she wil| be given90'ca
b to inform the Company of his/her choice for primary tol] carrier(s):fre
the Customer informs the Company of his/her choice of primary
tomer will not have access 1o long distance services on a presubscribed:
e required 1o dinl o carrjer access code to route all (o}] calls to the carrier
wmers who inform the Company of a choice for to]| carrier presubscr
Hifiy period will not be assessed a service charge for the initial Customer

arners of record may initiate a intraLATA orinterLATA presubscription ¢
ubjeet 1o the charges specified in 5.1 -3 below, Ifa Customer of record.inqi

o the carriers available for tol] presubscription, the Company.wili reada;
afb wvailable intraLATA carriers to aid the Customer in selection, -

Effective:
Timothy Seqt

Vive President - Regulatory Affairs

61 Seath Harbour Island Boulevard, Suite 220

Famps, Florida 33602




misidcations; ine,

B

FCTION 5,0 - MISCELLANEQUS SERVICES AND RATES, (CONT'D.)

&1t Cacrier Presubseription, (Cont'd.)

%118 Prosubseription Chiarges

Ay Application of Charges
After a Customer’s initial selection for a presubscribed toll carrier and as.del
ity above, for any change thercafter, an Presubscription Change Chargg, asse
below will apply. Customers whio request a change in intraLATA and‘interL
carviers with the same order will be assessed a single charge per line.

B Nonrecurring Charges

Per business or residence line, trunk, or port: $5.00

Effective: -
Timothy Sent ‘
Vige President - Regulatory Affairs
§01 South Harbour Island Boulevard, Suite 220
Tampa, Flovida 33602




ige, fne South Dakota Tariff No.2
Section'5
Original Page 20-

5.0 « MISCELLANEQUS SERV ICES AND RATES, (CONT'D.)

it Heferral Service

Lromral

eforral Service 18 a service used when a Customer disconnects service orchanges
Jephone numbers. Calls to the intercepted telephone number are referred to an operator:

1 message. Intereept services are offered for periods up to three (3) months fo
Customers and up to twelve (12) months for business Customers. Service :
ricet o the availability of facilities and the disconnected number. The followi 8

aigveept Referral Service - Basic Intereept Service includes all intercept recording
not pravide the new telephone number information. :

Number, Relerral Service - New Number Referral Service includes all intercep
fiat provide the new telephone number information. e

eal Intereept Service - Split Referral Intercept Service provides for callsto
sted pumber to be routed to the operator who will challenge the incoming cal
s iew nuraber information dependent on the caller’s response. The minim
g period for this service i three months, E

bt

Waitis

o Naitber Referral Service is available, al no charge, for the primary listed numbs
onal line number per residential or business customer. A charge
nd additional linc and all subsequent additional line and all subsequentad

Lir

Eed

e
pancyd

Effective:

Timothy Seat

Prisident - Regalatory Affairs

sith Harbour Island Boulevard, Suite 220
orida 33602




samunications, e South Dakota Tariff No. 2
Section-5
Original Page 21 -~

( 84 - MISCELLANEOUS SERVICES AND RATES, (CONT'D.)

{ntervept Relesral Seevice, (Cont’d.)

&332 Haes, (eont'd)

Number Referral Service

Monthly Charge

Primary Line
Residenge, per primary line, and

one additional line - 3 months n/a
Pusiness, per primary line, and
one additional ling - 12 months n/a
sail and subsequent additional lines:
feesidence, per line $15.00
frusiness, per line $20.00
ftemled Duration
Residence, per line
afier 3 mwonths, per month $ 5.00
Rusiness, per line
alter 12 months, per month $15.00

Monthly Charge
denee, per ling, per month $15.00
s, per ling, per month $50.00

Effective: =

\Vige President - Regulatory Affairs
601 South Harbour tsland Boulevard, Suite 220
Tampa, Plorida 33602




winpaiestions, Ine, South Dakota Tariff No. 2
Section 5
Original Page 22

% 5,0 AUSCELLANEQUS SERVICES AND RATES, (CONT'D.)

i Sorvioe

vinge Access lines or irunks to be restricted from dialing billable toll calls. Loeal

e calls wre allowed, This service is offered subject to the availability of factlities
« residonce, individual line business and dial switching type customers. Provision.
s does not atleviate customer responsibility for completed toll calls.

erion neay include Billed Number Screening (BNS) for residential customers. BNS- .
fleet aiwdZor thivd number billed calls from being charged to BNS equipped numbers.
srigiuatitig Tron locations that do not have screening capabilities, may not be capable
pred wnd denied, These calls will be billed to the customer if completed.

24 Rates

Residence Business
Nenresurring charge, per line $25.00 $25.00
Sfapthly, por ling $3.00 $3.00
Effective:

Thnothy Seal
Vige President - Regulatory Affairs

s01) Sauth Harbowr Island Boulevard, Suite 220

Tamypy, Florida 33602 SDLOB00




South Dakota Tariff No. 2 -
Section 5
Original Page 2

Camaninieations, nc

SECTION 5.0 - MISCELLANEOQUS SERVICES AND RATES, (CONT'D.)

B0 900 Service Access Restriction

ice Access Restriction enables residence or business exchange access line uustomers
1ing af calls with the 900 prefix. Customers who choose this service will also be restri
ealling calls with the prefix of 976 and 676. This service is offered only where facilities perm
+ only available on direct dialed calls,

ALY Hates

Residence Business
Nonrecurring charge, per line $12.50 $12.50
Monthly rate, per line $0.00 $0.00
Effective:

Timothy Seat

Viee President - Regulatory Affairs

6601 South Harbour island Boulevard, Suite 220
Tampa, Florida 33602




South Dakota Tariff No.2 - .
Section5: -
Original:Page 24

Nonrecurring Monthly
‘ Charge Rate
Por Hine or trank arranged $12.50 $0.10 -

Effective;
it
sy - Regulatory Aflairs
sur sl Bowlevard, Suite 220




South Dakota Tariff No: 2
Section 6
Original Page 1l

6.0 - LONG DISTANCE SERVICES

mpaay's Long Distance Services may be found in the Company’s

Bffective:




ik iestions, Toe,

SECTION 7.0 - ACCESS SERVICES

,‘1

ations for the Company’s Access Services may be found in the Company’s'Sout
w3, '

Effective:

Timothy Seat

Vice President - Regulatory Affairs

401 South Harbour Island Boulevard, Suite 220 RO
Tanpa, Florida 33602 - SDLO000. -




South Dakota Tariff No.:2
Seetion: 8
Original:Page 1

#.1

SECTION 8.0 - SPECIAL ARRANGEMENTS

Ibividuat Cuse Basis (ICB) Arrangements

angenents will be developed on a case-by-case basis in response to a bona fide special re
‘ stomer or prospective Customer to develop a competitive bid for a service not generall
offaresd under this tariff, Rates quoted in response to such competitive requests may be differ
titsse specified for such services in this tariff, ICB rates will be offered to the Customer in-

andon g nondiscriminatory basis,

B will be filed with the Communications Division of the Commission.

Effective:
Timothy Seat

Viee President - Regulatory Affairs
601 Seuth Harbour Island Boulevard, Suite 220

Tampa, Flerida 33602 SDLOQOO




L sanmunisations, nc, South Dakota Tariff NO;{Z '
-Section 9+
Original Page 1

SECTION 9.0 - PROMOTIONAL OFFERINGS

%1 Apeelat Promotions

et bine, the Company shall, atits option, promote subscription or stimulate networkusag
i ive some or all of the nonrecurring, recurring and usage charges for the Custor
of target services for a limited duration. Such promotions shall be made available to
tuated Customers in the target market area and will comply with all applicabl
s reglations, The Company will file notice of with the Commission prior to offering an

Effective:

Timaothy Seat

Vice President - Regulatory Affairs

601 Houth Harbour Island Boulevard, Suite 220
Twumps, Florida 33602
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Customer Complaint Information




comive list of customer complaints and provides the following history and

INE<P provider, Z-Tel experienced a number of problems in provisioning

Thege problems included mistakes and/or delays in order processing because

erface with the incumbent LEC systems. Mistakes and delays in provisioning

st roifed oul its produet, it relied exclusively on telemarketing to offer its services:to: . ,:; ‘
» its acquisition of Touch | Communications, Z-Tel was forced to rely solely on: 'b
aipanies, One of the benefits of Z-Tel's acquisition of Touch 1 in April of this yuar"
an tilize the services of Directel, a wholly owned subsidiary of Touch 1 and thus”
7 Tel, As o result of this acquisition, 7.Tel terminated all relationships with outsidg{

A relios exclusively onits wholly owned subsidiary for all telemarketing activities:

. iy the beginning Z-tel’s sales from telemarketing were over 90% of total sa!c",‘,

s constituie approximately 20- 25% of total sales. Z-Tel is successfully usingfdi-‘r'e’cft

cegstamens, Additionally, as Z-Tel grows, word of mouth regarding Z-Tel’s consumer

emely competitive prices provides a great source of new business. The numbel ‘o

g simply eall the company and request service is increasing at a very rapid pace.

sereentage of sales attributed to telemarketing to drop even further in the future.

iated @ group that independently verifies 100% of all third party venﬁcatxon
W elemiarketing sale to go through, the sale channel must first determine that itis av‘ d
s, M et third pary verifier must confirm that it is a valid sale, and finally the mdependex
¢} musi determine the sale to be valid. The management of the. third pa

ship ix new performed by an experienced manager who has no ties with Z- tul 5 salr :

i wiry, Z-Tel hos worked diligently to significantly reduce the number of complamts al

changs in service provider ina method unprecedented in the industry.

ste-ol-the-art Q88 (Operation Support Systems) through an EDI (Elcctronlc:'D

hy addition, Z-iel has learned from past cxperiences and is now ncgotlatt

- Bandle past problems in s interconnection agreements with the incumbent’ localiﬂ

T
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f 1~Tai Subscriber Base Grows to 256,000 A
Thi Up 51% sequentiall

Second Quarter
L

TAMPA, Fla.~(BUSINESS WIRE)--Oct. 18, 2000--
rampany Hits Upwardly Revised Estimate Despite Widespread -
Verkzon Strike During Quarter

Giregg Smith, Chief Executive Officer of 7-Tel Technologies, In¢
{Nagdag/NMSZTEL), today announced that the Company's bas!
7.Line Home Editlon subscribers has increased 51% during th
three months to end the third quarter of 2000 at 256,000, compa
withy 170,000 at the end of the second quarter. As-a result of
continuer substantial growth in subscribers, the Company:-expe
post strong financial results for the third quarter of 2000.

e, Smith remarked, "Z-Tel has continued its extraordinary grow
the latest quarter, adding more than 80,000 new subscribe
spcond consecutive quarter. Wwe accomplished this performance
of the unanticipated provisioning delays resulting from the:stri
grainst Verizon Communications in New York, our single lar
matket, We beligve our results for the quarter continue:to d

the strong demand for our Z-Line, which is an innovative,
internet-enhanced alternative to traditional phone service. '

sgignificantly, the great majority of our new subscribers-cam
four states in which we were already operating at the begin
guarter - New York, Texas, Massachusetts and Pennsylvania
which also represent an aggregate market of approximat
potential subscribers. We have doubled the size of our pote
sinee the start of the third quarter to:approximately~‘44:«_m li
subscribers by entering Georgia, Maryland, Oregon, Calif rn
ttiinpis, We continue to expect to open additional territory:
fourth quarter.”

john Goeres, Senior Vice President for Business Operations
consistent ability to meet or exceed our business objectives
this fiscal year has been dependent on the continuing growth
hack-office operations, which have tripled in capacit ‘the pas
In passing the quarter-million subscriber milestone;

made & strong statement about the appeal of Z-Line an

to provision and service its subscribers, Despite a diffi
environment, Z-Tel has accomplished its operational:and
solidified its entry into new markets and validated its-sy:




hutp:/hwww corporate-ir.nevireye/i., &seript=41 O&layout=7&item:_id=1247

and operation.”
About Z-Tel Technologies, Inc.(TM)

Z-Tel Technologies, Inc. provides consumers bundled local andgng-
distance telephone services, combined with enhanced, Internet-based
communications features that enable them to manage all of their voice
communications needs. Z-Tel currently sells this bundle as "Z-Line . .
Home Edition(TM)" in nine states, including New York, Texas, :
Massachusetts, Pennsylvania, Georgia, Oregon, Maryland, California’
and lllinois, and had 256,000 active customers at the end of thethird -
quarter. For more information about this innovative new service:or
about Z-Tel, please visit the Company's web site at www.z-tel.com. S

Z-Tel Technologies, Inc., Z-Line and Z-Line Home Edition are
trademarks of Z-Tel Technologies, Inc.

This press release contains forward-looking statements that are:based
upan current expectations and involve a number of risks and B
uncertainties. In order for Z-Tel to utilize the "safe harbor" provisions:o
the Private Securities Litigation Reform Act of 1985, you are hereb*yr?;‘fﬂ'
cautioned, and Z-Tel hereby notes, that these statements may be. -
affected by the risk that favorable growth and financial trends may not’

successfully enter new markets, including those set forth in this-release,
in the specified time frame or at all, the risk that the Company's - .7
existing financing will not be sufficient to fund anticipated growth and
that additional financing may not be available on favorable terms-or:at -
alt, and the risk that further state market and financial expansion:may -
not be achieved, as well as the risk factors described in detail inZ-Tel's
1999 Annual Report on Form 10-K, filed March 28, 2000; and in Z-Tel's"
other filings with the Securities and Exchange Commission. Z-Tel: .
undertakes no obligation to update or revise any such forward-looking:
statements. L

CONTACT: Z-Tel Technologies Inc., Tampa
Mark H. Johnson, 813/233-4610
mjohnson@z-tel.com

Home - Son o Sigo Up Now - Customer Care - Z-Line™ Access Numbers
CEOGD Z-Tel Al Rights Reserved




South Dakota Public Utilities Commission

WEEKLY FILINGS
For the Period of November 23, 2000 through November 29, 2000

if you nead a complete copy of a filing faxed, overnight expressed, or mailed to you, please
contact Delaine Kolbo within five business days of this filing.
Phione: 605-773-3705 Fax: 605-773-3809

CONSUMER COMPLAINTS

CTOH109 tn the Matter of the Complaint filed by David Hersrud on behalf of The
Hersrud Company, Sturgis, South Dakota, against AT&T Communications - :
of the Midwest, Inc. Regarding Billing Issues. g

empiainant states that Hersrud's of Sturgis entered into & two-year contract in which rates”
# frazen but could be renegotiated if lower rates were available. The Complainant claims
10 renegotiate the contract several times without success. For refief, the Complainantis.
#5ling credit for the difference in lower tol| charges and various fees.

It Analyst Len Healy

t Attorney: Kelly Frazler
# Docketoed: 11/28/00
ention Deadiine: N/A

CTH110 In the Matter of the Complaint filed by Geraid and Evelyn Holdhusen, ;
Aberdeen, South Dakota, against Talk.Com Holding Corp. d/b/a The Phorne:
Company Regarding Unauthorized Switching of Services, o

pinunls gllege that their long distance phone senvices were switched after they
atelemarkeling call, During the telemarketing call they did not agree to switch services,
T d/b/a The Phone Co,, has not been able to provide proof of verification authorizing the'
" providers. The complainants have received a switching fee and a phone bill from

Tt Gom 6/b/a The Phone Co. The complainants request that the company be punished to the. -
flt erstent of the law.

Analyst: Charlene Lund

TELECOMMUNICATIONS

o582 In the Matter of the Filing for Approval of an Opt-In Interconnection Agreement:
betwean Qwest Corporation and New-Cell, inc.

inferconnection Agreement between Qwest Corporation (Qwest) and New-Cell, Inc,

was filed with the Commission for approval. The agreementis a negotiated agreement:
erih the tenms, conditions and prices under which Qwest will provide services for resaleito. -
Fhe provision of local exchange services, Any party wishing to comment on the ‘
Wy do se by filing writen comments with the Commission and the parties to the ;
it ha tater than December 18,2000. Parties to the agreement may file written responsesito
s no later than twenty days after the service of the initial comments. ‘




womments Due; 12/18/00

in the Matter of the F iling for Approval of a Resale Agreement bstasa
Corporation and New Access Communications, LLC.

cannection Agreement between Qwest Corporation (Qwest) and MNew
sicatans, LLC. (New Access) was filed with the Commission for approval
dated agreement which sets forth the terms, conditions and prices under whi
wes for resale to New Access for the provision of local exchange sar
sermnent on the agreement may do so by filing written comments with
Ties 16 the agreement no later than December 18, 2000. Parties to the

fesponises to the comments no later than twenty days after the ssrvice af

TCo6.194 In the Matter of the Filing for Approval of a Resale Agreement Bobtas s
Corporation and 1-800-Reconex, Inc,

ment between Qwest Corporation (Qwest) and 1-800-Reconex, ing, i+
{ sion for approval. The agreementis a negotiated agreament v
aions and prices under which Qwest will provide services for resais
B ot local exchange services, Any party wishing to comment o the
- PEILER cormments with the Commission and the parties to the agresms
18, 2000. Parties to the agreement may file written responses te the ¢
v days alter the service of the initial comments,

Wy, Koty Frazier
: 3127800
Cammunts Duel 12/18/00

Youges in the Matter of the Filing for Approval of an Interconnection Agresment
between Qwest Corporation and USA Digital, inc.

43t fot Terms and Conditions for Interconnection, Unbundied Netwark Blen
es, and Resale of Telecommunications Services between Qwest Co i
i inc. (LISA) was filed with the Commission for approval, The agresm

uons and prices under which Qwest will provide (a) services for 54

> agreement may do so by filing written comments with the Commissi:
wgregment no later than December 19, 2000. Parties to the aqreement
e somiments no fater than twenty days after the service of the initiai zomer

Kol




It the Matter of the Application of Z

-Tel Comrnunications, Inc. fora Céﬂifiééfé,
of Autherity to Provide Local Exch T

ange Services in South Dakota;

led a request for a Certificate of Authori
; . nbundled network element platform of the Incumbent’loc,_’ala{
FLampeny. Z-Tel intends (o i i i ,

focal aperator assisted services and other services basic to oca exchange service.
3 ttfor {45 services initially in the territory now served by Qwest Corporation.

5t Michele Paris
ey Kally Frazier
Al 11429/00

of Date: 12/18/00

& s Bisting and other PUC
HEe ur unsubseribe to the P

publications via our website or via internet e-mail.
UC mailing lists at http://www.state.sd.us/puc/




)

REGEIVED
FEB 1S 2000
SOUTH DAKOTA PUBLI
UTILITIES COMMISSID

N

February 14, 2001
Overnight Delivery

Mr. William Bullard, Jr,
Executive Director

South Dakota Public Utilities Commission
500 East Capitol
Pierre, 8D 57501

RE:  Docket TC00-19¢
In the matter of the Application of 7

Dear Mr. Bullard:

Enclosed for filing are the original and one (1) copy of the fesponses to inten'ogatoriesri's'sue,di%
by Michele Farris, Utility Analyst in the above mentioned dogcket, B
In addition, the company respectful]
company is not a Limited Liability Company (L.L.C.) as stated
Farrig, The company’s full name is Z-T. i '

#s noted in jtem 1, page | of the company’s Application.

Please acknowled ge receipt of this filing by date stamping the extra co

py of this-cover e
and retuming it to me in the self~addressed stamped envelope. :

Any questions You may have regarding this filing may be directed to me at (407)740: v
Thank you for your assistance.
e

f \J A
Mopfque Byme

Consultant to Z-Te Communic ions, Inc,

Sincerely,

Fnclosyres

o S. Byme, Z-Te]
Blee  Z-Te) - SD Local
fms: 2d10000a




b

wnnnieations, Ine.

£<Tel Communications, Inc. does not maintain its own financial statement
financiel statements are consolidated into that of the parent comipany, -
Techmologies, Inc, The company respectfully submits a $25,000.00 surety bo

eompinys proposed tariff clearly states that the company does not accept.deposits or
advanee payments, The company does not offer any prepaid services. S

Attaghed please find a summary of the com
eomplaint procedures and quality of service,

pany’s policies regarding custgmer
The company submits replacement tariff pages.
The company submits a replacement tariff page.

The proposed tariff makes reference to Tariff No, 1, an access tariff, which has ot yet
been submitted to the Commission, : 5




e Service

“ustomer Service from its Atmore, Alabama offices. All customers are assured of
amer Service Representative 24 hours a day, 7 days a week. Customer service may be

05114572, In addition, the company maintains a web site (Www.z-tel.com) which Gy
sUEpinTy, its services as well us how to read a customer bill. S

shieetives require that 90% of customer complaints be handled while the customer:is o
pervisers are available to assist if necessary. The remaining 10% may require research ar
& gquickly as possible,

SHRLLCS IRES
ellsving all FOCC and state rules, Z-Tel has proactively initiated a group that independeriti
of all third party verification (tpv) recordings. Although the percentage of sales made via
enntinue {o decrease (due to other sales channels such as customer referrals increasing):
HE 10 go through, the sales channe) must first determine that it is a valid sale, the
party verifier must confirm that it is a valid sale, and finally the independent auditin
¢l must determine the sale to be valid. The management of the tpv relationshipis
¥ experienced manager who has no ties with Z-Tel’s sales organization, Z-Tel’s proact;
dirmtes the validity of a change in service provider and is unprecedented in the industry.

& the pronctive measures to control telemarketing described above, Z-Tel is expendin
it to install state-of-the-art 0SS (Operation Support Systems) through an EDI (Electr
wen t mfrastructure,




INDEMNITY BOND
to the
PEOPLE OF THE STATE OF SOUTH DAKOTA

Bond No. 610-220623-4

W, &-Tel Communications, Inc., the prineipal and applicant fora CERTIFICATE OF AUTHORITY,
e fndlitios-based loeal exchange and interexchange toleconmmmications servicss within the State of
SeuthDakots,ang U, 2, Five AInsurance Co. ,aamm ﬂdrnittcdmnﬁtyinsm-er, bind ourselves untg
e Puiblic Usilitios Commission of the State of South Dakota and the consumers of South Daleots as Obligee,
6 the sy o 525,000,

Phe sanditions of the obligmim are guch that the principal, having been granted such CERTIFICATE
THORITY subject to the provision that said principal purchase this Indswnity Bond, and if gajd”
iveipal sball in nll resprects fully mod faithfully comply with all applicahle pravision of South Dakota State -
L aned relmburge cusiomers of Rssex Commumications, Tng. for any prapayment or deposits they have made
iﬁ*ﬁ%ﬁﬁiﬁ;ﬂy%mmamxmwillmg to rerum to 88id customers as aresult of insolvency or other buginess failure, -
e i obligation shall be void, discharges and forever excmerated, otherwise remain in full foree and:

“Thia band shafl rke effoct a3 of the date hereon and shall remain in force and effect until the surety
f#relgased Grom Hability by the written arder of the Publio Utifities Comumission, provided that the gursty oy~
santel his Bond and be relisved of further liability hereunder by delivering thirty (30) days written notice o
e Pubilie Uhilitics Commission. Such cancsllation shall not affect anty liability incurred or accrued herenader
iarin the teonination of said thirty (30) day period,

Dated this _295h day of JJanuary , 2001
Tobseffoctivethis_ 55, dayof —daruary— 2001
PNy 7 Z-Tel Comumications, Ine.

4 7 ! é/"“ 7. 7,

Yy Timofhty Seat "
C«{/Z({d Hese, Vice President - Regulatory Affairs

Rl tad Shates Fire Tn

(Insurance Company)
Comsteripned this w»&@l,_i\ day of _JANUARY 200 By: 3 hovuer &

Name, Title) Sharon

Atty.-in-fact

qnvandé&ggmpanl




POWER OF ATTORNEY

UNITED STATES FIRE INSURANCE COMPANY 125062
PRINCIPAL OFFICE, NEW YORK, N.Y.

- MEN BY THESE PRESENTS: That the UNITED STATES

» & torporation duly organized and existing under the laws of the State of New York, and having its
e offices inthe T ownship of Morris, State of New Jersey, has made, constituted and appointed, and does by
its make, constitute and appoint Sharon Griffith of Lake Mary, Flerida

FIRE INSURANCE GOMPANY

il Sawful Agent(s) and Attorney(s)-in-Fact, with full power and authority hereby conferred in its name;place and
miecitle, seal, acknowledge and deliver: Any and S

all bonds and undertalings-----

i the Company thereby as fully and to the same e

xtent as if such bonds had been duly e,iecu’ted- and
d by the regularly elected officers of the Company

at its principal or administrative offices in‘their own

wer of Attormey limits the act of those named therein to the bonds and undertakings specifically named therein,
Hey Bave no quthority (o bind ¢ :

he Company except in the manner and to the extent therein stated.

 Pawer af Altorney revokes all previous powers issued in behalf of the attorney(s)-in-fact named above,

5 WHEREOF United States Fire Insurance Company has caused these presents to be signed and attested by
¢ officers and its corporate seal hereunto affixed this 1" day of October, 1999,

Sieat:

UNITED STATES FIRE INSURANCE COMPANY
- /
X SO PNy, D frerries 1
Assistant Secretary

Vice President U | 0
Herbert H. Linder Thomas A. Knapp

F NEW JERSEY)

S§.;
{TY OF MORRIS )

day of Qetober, 1999, before the subscriber, a duly qualified Notary w.Jersey, came
mentioned Vice President and Assistant Secretary of United States Fire Insurance Company, to mie:personally
* the officers described in, and who executed the preceding instrument, and they acknowledged the execution
¢, and being by me duly swom, deposed and said, that they are the officers of said Company aforesaid; and that
Faiixed 1o the preceding instrument is the Corporate Seal of said Company, and the said Corporate'Seal and their
s officers were duly affixed and subscribed to the said instrument by the authority and direction of the said

NY WHEREOF, I have hereu

nto set my hand and affixed my seal at the Township of Morris,
2 Written.

the day and

.ﬁi,/&/un& y, 0 < pmmu Qe
— Y

Notary Public

Catharine A Sincavago
Notary Pubiis of New Jerage




ILATIONS, (CONT'D,)

fability for damages arising out of mistakes;
« CIFOTs, or defeots i transmission which occu
corfacilities, shall be-determined in accordance with SD

Land any other applicable law,

ity of the Company for errors in billing that result in overpay
sidf e Tinited 1o g creditequal to the dollar amourte

that pavinent has been made and service has been dj

“the smount crrancously billed. L

=

Effective




~Tel Comununications, Ine, South Dakata Tariff No, 2

Seclion 2
Original Page:5.

SECTION 2.0 - REGULATIONS, (CONT'D.)

2l Undertaking of the Company, (Cont'd.)

214  Limitations on Liability, (Cont'd.)

C.

The Company shall be indemnified and saved harmless by the Customer from

against all loss, liability, damage and expense, including reasonable counsel fe
due to:

A Any act or omission of: (a) the Customer, or (b) common carriers o
warehousemen, except as contracted by the Company;

) Any delay or fajlure of performance or equipment due to causes beyond th
Company's control, including but not limited to, acts of God, fires, ﬂoods
earthquakes, hwrricanes, or other catastrophes; national emergencis
insurrections, riots, wars or other civil commotions; strikes, lockouts; wi
stoppages or other labor difficulties; criminal actions taken.agamst th
Company; unavailability, failure or malfunction of equipment or facilitie
provided by the Customer or third parties; and any law, order, regulation
other action of any governing authority or agency thereof;

3 Any unlawful or unauthorized use of the Company's facilities and serv: el

4 Libel, slander, invasion ofpnvacy or infringement of patents; trade secret
or copyrights arising from or in connection with the material transmiitte
means of Company-provided facilities or services; or by med
combination of Company-provided facilities or services;

5 Breach in the privacy or security of communications transmitted: ov
Company's facilities;

Effective:
Timothy Seat
Vice President - Regulatory Affairs
601 South Harbour 1sland Boulevard, Suite 220
Tampa, Florida 33602




egifenbiong. e South Dakota Tariff No. 2
Section 2
Original Page6

LCTION 20 - REGULATIONS, (CONT'DY)

prtutidng of the Company, (Cont'd))

Lhmitationy on Liability, (Cont'd,)

{ (Cont'd.)

B Changes in any of the facilities, operations or procedures of the Company -

that render any equipment, facilities or services provided by the Custo v'
gbsolete, or require modification or alteration of such equipment, facilities
or services, or otherwise affect their use or performance, except:whe
reasanable notice is required by the Company and is not provided to'
Customer, in which event the Company's liability is limited as set-forthii
paragraph A, of this Subsection 2.1.4.

il

Defacement of or damage to Customer premises resulting from:
furnishing of services or equipment on such premises or the installationor
remeval thereofl which is not the result of negligence;

] Injury to property or injury or death to persons, including claims:for -
payments made under Workers' Compensation law or under any plan for:
employee disability or death benefits, arising out of, or caused by, any.act .
or omission of the Customer, or the construction, installation, maintenanee;
presence, use or removal of the Customer's facilities or eqmpmu‘
sonneeted, or to be connected to the Company's facilities;

M Any calls not actually attempted to be completed during any penod that'
service is unavailable;

1Y And any other claim resulting from any act or omission of the Custome or'
patron(s) of the Customer relating to the use of the Company’s semcc
facilitics.

Effective;

Timothy Seal

Viee 1?rs,-w,_!cnt - Regulatory Affairs

01 South Harbour Island Boulevard, Suite 220
Tampa, Florida 33602




South Dakota TariffNo. 2
Section 2
Original Page 7

SECTION 2.0 - REGULATIONS, (CONT'D.)

23 Unidertaking of the Company, (Cont'd.)

244 Limitations on Liability, (Cont'd.)

i The Company does not guarantee nor make any warranty with respec
mstatlations provided by it for use in an explosive atmosphere,

E, Failure by the Company to assert its rj ghts pursuant to ope provision of this
daes not preclude the Company from asserting its rights under other provision

F. Directory Errors - In the absence of negligence or willful misconduct, no i
for damages arising from errors or mistakes in or omissions of directory listings

Errors or mistakes in or omissiong of listing obtainable from the directory assistance
operstor, including errors in the reporting thereof, shall attach to the Company
aliowance for errors or mistakes in or omissions of published directory listin
for errors or mistakes in or omissions of listing obtainable from the-d;
assistance operator shall be at the monthly tariff rate for each listing, orin {h
of a frec or no-charge directory listing, credit shal] equal two times the motith]
tariff rate for an additiona] listing, for the life of the directory or the charge perio
during which the error, mistake or omission occurs,

Effective:

Timothy Seat

Vige President - Regulatory Affairs

&0} South Harbour Island Boulevard, Suite 220
Fampa, Florida 33602




fi¥s. b, South Dakota Tariff No

Section 2 -
Original Page 8

st

10N2.0 - REGULATIONS, (CONT'D.)

thie Compuany, (Cont'd.)

was an Linbility, (Count'd,)

Wil respoct to Emergency Number 911 Service:

. This service is offered solely as an aid in handling assistance calls’
conpection with fire, police and other emergencies. '

N Neither is the Company responsible for any infringement, nor invasion:
the right of privacy of any person or persons, caused or claimed to'h
been eaused directly or indirectly, by the installation, operation, failur
Operate, maintenance, removal, presence, condition, occasion of
gmergency 911 service features and the equipment associated there:
by any serviees furnished by the Company, including, but not limited:
identification of the telephone number, address or name associated
telephone used by the party or parties accessing emergency 911 servic
which arise out of the negli gence or other wrongful act of the Compan

Customer, its users, agencies or municipalities, or the employees orag

of wny one of them.

- When o Customer with a nonpublished telephone number, as defin
herein, places a call to the emergency 911 service, the Company willrele
the name and address of the calling party, where such informatiorisgan
determined, to the appropriate local governmental authority responsible
emergency 911 service upon request of spch governmental authiof
subseribing to service under thig tariff, the Customer acknowledg
agrees with the release of information as described above.

Effective:

Fhmesthy Seal

resident - Regulatory Affairs

souih Harbour Island Boulevard, Suite 220
14, Fiarida 33602




February 15, 2001
Overnight Delivery

Michele Farris

South Dakota Public Utilities Commission
500 East Capitol

Pierre, $D 57301

RE:  Docket TCO0-196 ,
In the Matter of the Application of Z-Tel Communications, L.L.C for a Certi
Authority to Provide Facilities-based Local Exchange Service within SoulhiD vko

Dear Mr, Bullard:

Enclosed for filing are the original and one (1) copy of a replacement tariff page; as réq

Please acknowledge rcu:lpt of this filing by date stamping the extra copy of this cove etterﬁ
and returning it to me in the self-addressed stamped envelope.

Any questions you may have regarding this filing may be directed to me at (407):74'(‘)

-8575.
Thank you for your assistance. Boe

Sincerely,
) ;‘” !.r ,j:',( c_({. r (. g g //L’/( /(_g\/j
Moyfique Bymg¢)

Cohsultam tg’lr—? el Commumcahons Inc.

Enclosure

oo S. Byre, Z-Tel
file:  Z-Tel - 8D Local
Ims: sdi0000bh




South Dakota Tariff No; 2
Sectxon 2

A it w billing dispute occurs concmnng any charges bill
T .:W m, U)mpdny, the Comnany m"ty rcqum: the Customcr
z»ti:»um nhm mzbmtt a doc.u.rmnted cl"u.m for the dlsput‘,ed;
il mbm'( Fsll’ e‘lm;'urmmation as may rcqeona‘b’ly be re‘q

o_n ih awon.ldmc wnh thc Co,mm;ss__lon ) mlesrof proc
ympissian is a8 [olows: '

South Dakota Public Utilities Commission

500 East Capitol

Pierre, South Dakota 57501-5070

Toll-Free: (800) 332.1782

TTY Through Relay South Dakota: (800) 877-1113

spiite tx resolved in favor of the Customer and the Customer-ha:
whed amount, no interest, credits or penalties will apply.

Effective:

Timmothy C;'m(

A, ifém-z;xzi 336(}2 |




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA |
ROF THE APPLICATION OF - ) ORDER GRANTING
NICATIONS, INC. FOR A ) CERTIFICATE OF
F AUTHORITY TO PROVIDE ) AUTHORITY
)
)

NGE SERVICES IN SOUTH
TC00-196

000, the Public Utilities Commission (Commission) reeeiVéd-an
r of authority from Z-Tel Communications, Inc. (Z-Tel).

o affer (veal @xchange service, custom calling and CLASS'fe‘at‘tﬁ"res,
1 services and other services basic to local exchange service: . Z-Tel
s initially in the territory now served by Qwest Corporation; A

2000, the Commission electronically transmitted notice of
tion deadline of December 15, 2000, to interested individua
W intervene or comments were filed and at its regularly sche
G the Commission considered Z-Tel's request for g ceftificate of
W recommended granting a certificate of authority, subject to a
v Bond, and subject to rural safeguards. Commission Staff f irther
o ARSD 20010:32,03(11), L

“ny finds that it has jurisdiction over this matter pursuant t
49-31-89 and ARSD 20:10:32:03. The Commission:
i requirements established for the granting of a cert
f i accordance with SDCL 49-31-71, demonstrated.
managerial capabilities to offer telecommunications se
- the Commission finds that there is good cause to

Approves Z-Tel's application for a certificate of authority, si
urety bond, and subject to rural safeguards. The certifi
authorize it to offer local exchange services in South Da
rved by a rural telephone company. In the future, should..
change services statewide, with respect to rural tele
i 10 come before the Commission in another proceeding
servie in that rural service area pursuantto 47 U.S.C. §
mEsion 1o require a company that seeks to provide servicedin:
e requirements in 47 US.C § 214(e)(1) for designation
s carrier, In addition, the granting of statewide certificati
115, suspensions, and modifications for rural telephone compar
(11 1t is therefore "

e




. hat Z-Tel's application for a certificate of authority to prov:d (
% 18 granted, subject to a continuous $25,000 surety bond; ahd‘-:nt-__;

L ORDERED, that Z-Tel shall file informational copies of tariff ch nges
an as the changes oceur; and it is sl

RORDERED, that the Commission shall authorize Z-Tel to offer i
N Bowuthy Dakola, except in those areas served by a rural el

- ORDERED, that the Commission finds good cause o
11y of ARSD 20,10:32:03. ‘

BY ORDER OF THE COMMISSION:
£k fz’////(/é
BURG Chairfman

Vi

23




SOUTH DAKOTA PUBLIC UT]

LITIES
_____COMMISSION

\\\M
CERTIFICATE OF AUTHORITY

To Conduct Business As A

Te!ecommunications Company
Within The State

Of South Dakota

Authority was Granted as of the date of the
Order Granting Certificate ofAuthority
Docket No. TCO00-196

This is to certify that

Z-TEL COMMUNECATIONS, INC.

g€ services in nonryrg| areas in
South Dakota.

This certificate IS issued in accordance with SDCL 49-31-59 and ARSD
:{st-i‘SE:C)B, and is subject t ' imitations contained in
the rules ang statut

BRrvices,

Dated at Pierre, South Dakota thi % day of ZZ@gﬁ’

SOUTH DAKOTA PUBLIC
UTILITIES COMMISSION:

%2aN

PAM NELSO . Commissioner




TEOO- | G

umasForster
rance

Fublie Services Commission
epitol Averrie
idg., 35t Floor

- BYA-5070

Pty Fire Insurance Company, as Surety, hereby notifies you

iHE 230623 4 dated on or about J anuary 29, 2001, on behalf of
snnivations, Inc., as Principal,

th Bakota Public Services Commissi on, as Obligee,

ity Bond for Telecommunications Services

0 days aller receipt by you of this notice which is in accordance

1 and that said Surety shall not be responsible the_re,undfe'r
wtted or Loss ocourring after said date of cancellation,

%,

United States Fire Insurance Company

‘/' ‘ . /_,.- ) A s
By ,%@W’/ﬁ (' Al ime

Rhonda C. Bames \“Attomey,-in%facg

NOWLEDGE RECEIPT OF DUPLICATE ORIGINAL
ND RETURN T0:

7000 Central Parkway, Suite 1330
Atlanta, GA 30328

bond terminates effective

of Cancellation was received on e / =) / D
25

Obligee
By

Title




E THE PUBLIC UTILITIES COMMISSION
THE STATE OF SOUTH DAKGTA

) STAFF'S MOT
S, INC. FOR A ) RECONSIDERATION
HORITY TO PROVIDE ) THE TERMS AND
SERVICES IN SOUTH CONDITIONS O
) CERTIFICATE OF
; E
) TC00-196

L the Public Lailites Conunission (Commission) received an application for a
fraty Z-Ted Communications, [ne. (Z-Tel). ~

Feschange service, custom calling and CLASS features; - fo perator
s basi¢ 1o local exchange service. Z-Tel intends to .of ervices
¥ ow servid by Qwest Corporation. A proposed tariff was filed by Z

Canimission c:l’eclrcm‘ically transmitted notice of the -
ier 15, 2000, to interested individuals and ‘entities. No

re fiked and at ity regularly scheduled March 6, 2001,
Vel vequest for g certificate of authority. Commission Staffrec
iy, subject to a continupus $25,000 surety bond, and subje
urther recommended a waiver of ARSD 20:10:32:03(11).

HEsion approved Z-Tel's application for » certificate of authorify. g
¥ bond, and subject to rural safeguards. The certificate author;
Al exchange services in South Dakota, e

on received a 30 day "Notice of Cancellation of Bon
rorster Insurance, indicating that the $25,000 bond require
i be caneelled on or abouyt March 1, 2002, Staff contacted th
sl that i's bond had been cancelled as a resul of industry react
PR requested more time to resubmit financials for ap analysis o
Eastient o bond or in the alternative more time to find a .bondjng'
1 the company motion the Commission for reconsideration of thete
and then sesubmit their financial statements for further review, T o

1 motion or submitted any financial stalements, g

¢ Commission to reconsider the terms and conditions of Z-Tel's cerl
& condition that Z-Tel not offer prepaid calling cards or require: de
Epriar approval of the Com mission,

1 "'f day of February, 2002, — !
Relly D.

Trazier
Stafl Atto\r@y




BEFORE THE PUBLIC

OF THE STATE 0
IN THE MATTER OF THE

UTILITIES COMMISSION
F SOUTH DAKOTA
APPLICATION OF z-

ORDER GRANTING
TEL COMMUNICATIONS, INC. FOR A ) AMENDED CERTIFICATE OF
CERTIFICATE OF AUTHORITY TO PROVIDE ) AUTHORITY
LOCAL EXCHANGE SERVICES IN SOUTH )
DAKOTA ) TC00-196

On November 29, 2000,
application for g certificate of

the Public Utilities Co
authority from Z-Tel ¢

mmission (Commission) received an
ommunications, Inc. (£-Tely. -

Z-Tel proposed to offe
incal operator assisted servic
mends o offer its services |
proposed tariff was filed by Z-Tel,

Al its regularly
Awisdiction over Z-Teal '

WHS G
ted Z-Tel's application for a certificate
a0

of authority to i
. inter alia, to a continuous $25,00

0 bond.

o

2% Fire Insurance
ut January 29, 2001, » Z-Tel Communicati
¥ 19, 2002, Staff filed a Motion For R '

econsideration of the Ter
attificate of Authority and the Commission

electronically transmitte
=15 the meeting date of February 26 2002, to Ztel.

Al its regularl Yy sche

>duled February 26, 2002, meeting, Staff recommended that the |
HHTHESION reconsider the terms and conditions of Z-Tel's certificate of authority t6




tamove Ine requirement that the certificate of authority be subject to a continuous:$25.000
bond and impose a new restriction that Z-Tel not offer a prepaid calling card.or req
deposits or advance payments without prior approval of the Commission. “No
répresentative of Z-Tel appeared at the meeting.

The Commission amends Z-Tel's certificate of authority, subject to the conditio 1 that
2-Tal rot offer a prepaid calling card or require deposits or advance payments without
prior approval of the Commission. It is therefore

ORDERED, that Z-Tel's certificate of authority to provide local exchange services
& amended to remove the requirement that Z-Tel post a continuous $25.000 bond, subject
te the condition that Z-Tel not offer a prepaid calling card or require deposits or advance
payments without prior approval of the Commissio L

Dated at Pierre, South Dakota, this  /» % day of March, 2002,

pE

B

| CERTIFICATE OF SERVICE BY ORDER OF THE COMMISSION:
Thitr wrasgrsigned hereby certifies that this
ks boen served today upon all parties
itus docket, as listed on the docket /

- 4
v

Ty facsimile or by first class matl, in {

JAMES'A. BURG, Chairman,”

- /' & /:./i PAM NELSON, Commissioner

i f,/») ‘ P :
(QFFICIAL SEAL) ROBERT K. SAHR, Commissioner e




SOUTH DAKOTA PUBLIC UTILITIES
COMMISSION

AMENDED CERTIFICATE OF AUTHORITY

To Conduct Business As A Telecommunications Company
Within The State Of South Dakota

Authority was Granted as of the date of the
Original Order Granting Certificate of Authority
Dacket No. TC00-196

This is to certify that
Z-TEL COMMUNICATIONS, INC.

is authorized to provide local exchange services in nonrural areas in
South Dakota, subject to the condition that it not offer a prepaid calling
card or require deposits or advance payments without prior approval of
the Commission.

This certificate is issued in accordance with SDCL 49-31-69 and ARSD

10:32:03, and is subject to all of the conditions and limitations contained in

e rules and siatutes governing its conduct of offering telecommunications
BRIVICOS,

/)
Patad at Pierre, South Dakota, this Q ﬁl/ day of March, 2002.

SOUTH DAKOTA PUBLIC
UTILITIES COMMISSION:

f‘%? 7/ ;/ /é&“ﬂ

PAM NELSON, Commissioner

[ A

ROBERT K. SAHR, Commissioner




APR 2 2 2002

N SOUTH DAKOTAPUBL
Aprit 19, 2602 HUTILITIES COMMISS!
Via Overnlgit

<, Miwchelle Farris

seymunications Division

Henath Dikota Public Utilities Commission
100 Bast Capitol

Pierre, S0 57501

x

te:  Bond for Z-Tel Cormmunications, Inc. ("Z-Tel")
Bond No.: 60013964

Digsr My, Farris:

eguested by the State of South Dakota, enclosed please find a bond in the amo‘u‘i
00,00 dated April 11,2002, submitted by the Principal, Z-Tel Communications; In
issued by the Surety, Capitol Indemnity Corporation. L

This bond is filed by Z-Tel Communications, Inc. The company’s authority was.amend
(irder TCO0-196 restricting the company from obtaining advance payments from:cust
The gompany respectfully requests that its ability to obtain advance payments be reinstat
a result of this filing, o

Mease neknowledge receipt of this filing by date-stamping the extra copy of th,isco‘\”feiifile‘,
and returning it to me in the self-addressed, stamped envelope provided for this purpos
Questions regarding this filing may be directed to me at (407) 740-8575.

Bueerely,

;;v ..r/ o
Mdnigque Bymes =
Consultant to
22Tl Communications, Ine.

Mk

. Nicholson - Z-Tel
Gle:  ZoTel - SD Local
s SEHL0200x




RECEIVED
APR 22 2002

INDEMNITY BOND SOUTH DAKO’
To the UTILITIES CORMI
PEOPLE OF THE STATE OF SOUTH DAKOTA |

We, Z_Tel Technologies, Inc. the principal and applicant for a CERTIFICATE'

RITY to resell long distance telecommunications services within the State. of So

Cand Capito] Indemnity Corporation, as an admitted surety insurer, bind ourselves

i¢ Utilities Commission of the State of South Dakota and the consumers of South Dak
¢, in the sum of $25,000.00.

The conditions of the obligation are such that the principal, having been granted such -
't OF AUTHORITY subject to the provision that said principal purchases this
Sond, and if said principal shall in all respects fully and faithfully comply with a
provisions of South Dakota State Law, and reimburse customers of Z.T
lng. for any prepayment or deposits they have made which may be unable
eturn to said customers as a result of insolvency or other business failure, then:

hall be void, discharged and forever exonerated, otherwise to remain in full force and e

The total ngaregate liability under this bond is limited to $25.000.00.

s bond shall take effect as of the date hereon and shall remain in force and effect until’ ¢

veleased from liability by the written order of the Public Utilities Commiissio
that the surety may cancel this Bond and be relieved of further liability hereunder t
+ thirty (30) days written notice to the Public Utilities Commission. Such cancellat
et any hability incurred or accrued hereunder prior to the termination of said thirty:

Diated this 1 1th day of April, 2002.

To be effective this 11th day of April, 2002.

|
;l,fl A '
e

R

A\
e

Z Tel Technologies, Inc.
Principal

S

Capitol Indemnity Corporation
Surety

By —s—g%mge- j B fede S
David B. Bhick, Attorfey In Fact




POWER OF ATTORNEY

CAPITOL INDEMNITY CORPORATION 6 O O 1 3 94

TTOLAINDEMNITY CORPORATION. 2 carporation of the State of Wiseonsin,
ke, constitute and appout

atand debver for and on 11s behalf, as surety, and as its act and deed, any and all o
it e bond ar undentaking or contract of suretyship exceunted under this authority shigil’

NTS IN AN AMGUNT NOT TO EXCEED $2,500,000.00

sentad by fhesinule under and by the authority of the following Resolution adopted by L}ic B -
RFQEATION an the 15t day of June, 1999, : :

e the Secrediry or Treasurer, aeting individually or otherwise, be and they hereby aré granted’-
Aliorey Tor the purposes anly of execuling and atlgsting bonds and undertakings and othe
sepresidents, asoistant secretaries and attorney(s)-in-fact, each appointee 1o have the:
of this company, Ui signature of sueh officers and the seal of the Company maybe -
ating thereto by facsimile, and any such power of attomey or certificate bearing such i ‘
d binding upon the Company in the future wit respeet 1o any bond or undertaking or other -
e s aehed. Any sush appointment may be revoked, for cause, or without cause, by any of said:;

4T

MIITY CORPORATION has caused 1ts officinl seal 10 be hereunto affixed, and'thc,sch‘ N :

CAPIZDL INDEMNITY CORPORATION

; A Ny,
" George &7Fait \\\\\\\\\\wm,.y r{;///,,/// :
“ Presiden NS %%,
£ X
: £
: 55
: - —H
E Htastreon

i g personally game George A, Fait, 10 me known, who being by me duly sworn, did depdse :
; wsing that he is the President of CAPITOL INDEMNITY CORPORATION; the
Cibaye mgmimeant; that he knows the seal of the said corporation; that the seal ufﬁxcd'to's;j
s alfised by arduer of the Board of Directors of said carporation and that he signed hisnamé theye

Ay,
sl e

Jahe F. Endres
Notary Public, Dane Co., WI ]
My Commission Expires March 23, 2003 -

e
i

i biclow, pow the incumbent in CAPITOL INDEMNITY CORPORATION a Wisconsih :
DO BERERY CERTIFY hat the Toregoing and attached Power of Atlomey remains in ful).
it the Resolution of the Bourd of Directors, set forth in the sy

b Shte of Wisconsm, dated the I I day of

Rithard W, Allen, 111
Vice President

Y SHADED BACKGROUND WITH A RED SERIAL NUMBER TN
UMENT CONTAINS AN ARTIFICIAL WATERMARK-HOLD AT:AN
ENING THE AUTHENTICITY OF THIS DOCUMENT, YOU ARE URG_ED




South Dakota Public Utilities Commission

WEEKLY FILINGS
For the Period of April 18, 2002 through April 24, 2002

i youneed a complete copy of a filing faxed, overnight expressed, or mailed to you, please-cqnté’é‘t’
Delaine Kolbo within five business days of this report. Phone: 605-773-3705 Fax: 805-773-3809 -

ELECTRIC

ELOZ-006 In the Matter of the Filing by Otter Tail Power Company for Approval of a: o
Contract with Deviations with the City of New Effington. '

¢an April 22, 2002, Otter Tail Power Company filed with the Commission a municipal contract with
the Cily of New Effington effective May 1, 2002, and Otter Tail Power Company's summary List o
of Contracts with Deviations, The municipal contract for the City of New Effington was updated. -
because the old contract will expire on May 1, 2002. The new contract does not include anynew:
rates thal would be considered a deviation, e

Staff Analyst: Heather Forney
Staff Atiorney: Kelly Frazier
Date Docketed: 04/22/02
infgrvention Deadline: 05/03/02

EL02-007 In the Matter of the Application of Xcel Energy for Approval to Renew the
Customer Buyback Program.

Northern States Power Company d/b/a Xcel Energy (Xcel) is requesting the Commission renew - ,
its Customer Buyback Program. The original program tariff was approved by the Commission:on’
«uly 20, 2000 and expired December 31, 2001. This renewal would allow Xcel to purchase’ '
anergy from its large customers who curtail their load.

Siafl Analyst: Keith Senger
Staff Attorney: Kelly Frazier
Bate Docketed: 04/22/02
Intervention Deadline: 05/10/02

TELECOMMUNICATIONS

399«196 in the Matter of the Application of Z-Tel Communications, Inc. for a SR

Certificate of Authority te Provide Local Exchange Services in South Dako{a;;f, :

Cn April 22, 2002, the Commission received a filing from Z-Tel Communications (Z-Tely whereb ;
Z-Tel, to amend its certificate of authority, posted a $25,000 bond in order to receive Commission
roval 1o provide prepaid services. Z-Tel requested that the Commission reinstate the

mpany's ability 1o obtain advarice payments from customers.

Siaft Analyst: Michele Farris
Btalf Atlorney: Kelly Frazier
Date Docketed: 04/22/02
intervention Deadline: (05/03/02




FEHE039 in the Matter of the Application of North By NortheastCom LLC fora
Certificate of Authority to Provide Interexchange Telecommunicationy
Sarvices in South Dakota.

I %fﬁ?‘"as{C@m LLE is seeking a Certificate of Authority to provide interax

on sarvices in South Dakota. The Applicant plans to offer natiom,
ik call sormpletion, long distance transport and enhanced directory s&ris

& W

. G510/02

iy the Matter of the Filing by lonex Communications North, Ing. for Agpra
of its [ntrastate Switched Access Tariff and for an Exemption from:
tisvelaping Company Specific Cost-Based Switched Access Rates,

ns North, Inc. has filed a request for an exemption from dewvelap:
sast-pagsed switched access rates contained in ARSD 20:10:27
=stae that it doss not have the available resources o determing campa
st ssvitched access rates. lonex is also requesting a walver ¥
dskved gocess rates under ARSD 20:10:27:12.

RS

in the Matter of the Application of ePHONE Telecom, Inc. for a Ceruficats
Authority to Provide Interexchange Telecommunications Servicas it
Dakota.

:/NE Telecom, Inc. filed an application fora Certificate of Autn
range telecommunications service throughout South Daknta.
et telephony connections, as well as the internet, to providé
jee. They intend to offer a variety of prepaid |P telephony service
i plan, where customers are billed in advance for service, or ¥

e ueuive thig listing and other PUC publications via our website or via intgtn
sy Subscribe or uhsubscribe to the PUC mailing lists at http:/iwww.state.gd:




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION OF Z- ) ORDER GRANTING
commumcmloms INC. FOR A ) AMENDED CERTIFICATE OF
) AUTHORITY L
)
) TC00-196

On November 29, 2000, the Public Utilities Commission (Commission) received a
aoplication for a certificate of authority from Z-Tel Communications, Inc. (Z-Tel).

Z-Tal proposed to offer local exchange service, custom calling and CLASS features"" G
«smi operator assisted services and other services basic to local exchange service, Z=T
imtands to offer its services initially in the territory now served by Qwest Corporation:
proposad tarilf was filed by Z-Tel.

On November 30, 2000, the Commission electronically transmitted notice of -
and the intervention deadline of December 15, 2000, to interested mdrvndua!s a
. No petitions to intervene or comments were filed and at its regularly schedule
QGOW meatmg, the Commission consrdered Z- Tel s request for a certlflc:at_ '

2O ,v_”mqam &?o OOO surety bond, and subject to rural safeguards. Commnssron Staff furt, er :
racommended a waiver of ARSD 20:10:32:03(11).

At "'ts»: regularly scheduled March 6, 2001, meeting, the Commission found that lt ad

absli “hari far the grantlng of a certificate of authority. Z-Tel had, in accordanc‘
cL #&*3 31«71 demonstrated sufficient technical, financial and managerral c_apab

'wi"vals apphccmon for a cemﬂcate of authority to provrde local exchange serw
¢, inter alia, to a continuous $25,000 bond.

On February 4, 2002, Commission Staff received a Notice of Cancellation of: B
by %uzr—*ty frc:m Crum & Forster Insurance mdxcatmg that the surety, Unlted States

i1 %; &nd ?hc; Cammnssmn electromcally transmitted notice of the filing and the mee,
r:f‘ Fepruary 26, 2002, to Z-Tel.

Al its regularly scheduled February 26, 2002, meeting, Staff recommended that
Coerunigsion reconsider the terms and conditions of Z-Tel's certificate of authority




remove | thie requirement that the certificate of authority be subject to a continuous $25; O@@ :
bond and impose a new restriction that Z-Tel not offer a prepaid calling card or reguire:
deposits or advance payments without prior approval of the Commission. “No: '
rapresentative of Z-Tel appeared at the meeting. SRR

Qn April 22, 2002, Commission Staff received a $25,000 surety bond from Z-Tél: a ;
i letter requasting that its ability to obtain advance payments be reinstated.

At its regularly scheduled May 9, 2002, meeting, Staff recommended -that:th

sion reconsider the terms and condltlons of Z-Tel's certificate of authority to'pe
fo post a 25,000 surety bond, and remove the restrictions with reference to'Z
ering a prepaid calling card or requiring deposits or advance payments without pri
val of the Commission.

Tre Commission amends Z-Tel's certificate of authority, subject to a $25,000 sure_
and ramoves the restrictions with reference to Z-Tel not offering a prepaid catli

W requiring deposits or advance payments without prior approval of the Commlssno ;
theralore

(IRDERED, that Z-Tel's certificate of authority to provide local exchange servnc,
mended, subject to a $25,000 surety bond, and without restrictions with referenceto.
not offering a prepaid calling card or requiring deposits or advance payments witho £
privsr approval of the Commission.

Dated at Pierre, South Dakota, this /é’z 7 day of May, 2002,

HRW‘C»’\TE QF SERVICE BY ORDER OF THE COMMISSION:

e undetsigned hereby cedifies that this

zen served loday upon all parties
s okt &5 fisted on the docket %
simifle or by first class mail, in

iksted envelopes, with charges gj’(MES A BURG Cha|rmar%
A AL g Aelport
$ c"i« PMNELSGN, Commissioner

ey 2y A

ROBERT K. SAHR, Commissioner




YUTH DAKOTA PUBLIC UTIL
I COMMISSION

AMENDED CERTIFICATE OF AUTHORITY

To Conduct Business As A Telecommunications Company
Within The State Of South Dakota

Authority was Granted as of the date of the
Original Order Granting Certificate of Authority
Docket No. TC00-196

This is to certify that
Z-TEL COMMUNICATIONS, INC.

is authorized to provide local exchange services in nonrural areas in
South Dakota.

s cartificate is issued in accordance with SDCL 49-31-82 and ARSD ‘
A203, and is subject to all of the conditions and limitations contained:in
s and statutes governing its conduct of offering telecommunications

Dafed at Pierre, South Dakota, this _/ 4{'% day of May, 2002.

SOUTH DAKOTA PUBLIC
UTILITIES COMMISSION:

O ) ey

J’/MESA BURG, Chairman

g WﬂM

PAM NELSON, Commissioner

J ey e

ROBERT K., SAHR, Commissioner






