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August10, 1998 qg/OLoZ-1{ 
Florida Public Service Commission 
Division of Administration 
2540 Shumard Oak Btvd., Gerald Gunter Building 
Tallahassee, Florida 32399-0850 

Re: Apptication for Authority to Provide lnterexchange 
Telecommunications Service Within the State of Florida 

Dear Commission Administrator. 

Encbsed forftllng are an ~lnel ard sbc (6) copies of the application 
form and a check In the 8lllOU1t of $250.00 from MGC Connulications. Inc. 
("MGC") for authcrty kl provkie the above-fefefence serviQ3. 

In addition, MGC requests that the Commission waive Rule 25-
24.490(3) requiring posting of a bond. MGC requests a waiver based 
upon the financial strength shown in its response to item 18.A. in the 
attached application. 

Sincerely, 

?Elk;-· 
Richard E . Heatter 
Legal Counsel 
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State of Flori. ORIGINAL 

tluhlit 6rrbia 6mm~sion 

-M-E-M-Q..R-A-N-I)..U-M-

DATE: October 5. 1998 
TO: 

FROM: 
Lou Yambor, Division of Communications A.~ ·\t 
Pete Lester, Division of Auditing and Firwx:iaJ Analysis fJ, ltf L ~~ 
Docket No. 981062-TI, MGC Communications, Inc .. 'f:inancial AnaJ · ·. o 
Ccnificate Application for lmrastate lruerexchange Telecommunications Servi 

1 
RE: 

Section 364.337 (3), Florida Starutes, requires the following: 

The commission shall gram a cenificate of authority to provide inuastare interexchange 
telecommunications service upon a showing that the applicant has sufficient technical. 
financial, and managerial capability to provide such service in the geographic area 
proposed to be served. 

Also Section 364.01 (3) and (4) Stales that: 

and 

(3) 'The I....egislature finds that the competitive provision of telecommunications service. 
including local exchange telecommunications service, is in the public interest. 

(4)(d) The Commission shall exercise its exclusive jurisdiction in order to: (d) Promote 
competition by encouraging new entranlS into relecommunications markets ... 

Regardmg the showing of fmancial capability. the Finance staff has analyzed the unaudited 
fllWlCial statements of MGC Communications, Inc. (MGC) for the three month period ending 
March 31, 1998. An audit could change one's opinion of tbe company's financial condition. 
As the attached scbedule shows, MGC has adequate liquidity, insufficient common equity, and 

ACK reported a loss for the period. 

AFA 
In this matter, MGC is asking for a certificate to provide IXC service. Staff notes the limited 

APP ---..,mosaturc of the application. For purposes of granting a cenificate based on the fmancial 
CAF --..mt'ormation provided, the financial capability appears marginal. 

CMU ---
CTR Although an analysis of the fmanciaJ stalement.s reveals the applicant is in a marginal fmancial 

position, the applicam. attests to its fmanciaJ capabiliry to provide and maintain the proposed 
----111Pelecomrnunications service by noting that it raised funds for facilities r.hrough public s10ck EAG 

LEG --~gffcrings and privaacly plaad invesunclll. Sued on this showing, the applicant appears to meet 
LIN 

OPC 

--=the financial capability standard of Section 364.337, Florida StaWieS. 

cc: 
RCH 

I S£C 

WAS--­

O.,..H ---

Division of Legal Services 
Division of Records and Reponing (2) 

OOCUt-1f ~: ~.t " 11 f q · 0/1..1E 
• 

llft]' 6 9 OCl -6 :g 



DOCKET NO. 981062-A 
MGC COMMUNICATiu'Pt!,INC. 
!XC TELECOMMUNICATION SERVICE 
FINANCIAL ANALYSIS 

FROM UNAUDITED FINANCIAL STATEMENTS 
SEC FORM 10-.Q 

THREE MONTHS 
IN THOUSANDS ENDED 

03131198 

CURRENT ASSETS $79,582 

CURRENT LIABILITIES 17,446 

CURRENT RATIO 4.56 

CASH 39,411 

COMMON EQUITY 3,027 

TOTAL DEBT 156,689 

TOTAL PREFERRED STOCK 21,645 

TOTAL INVESTOR CAPITAL 181,361 

COMMON EQUITY RATIO 2% 

NET INCOME (6,734) 

RETURN ON EQUITY NEGATIVE 



STATE OF FLORIDA 

Commissioner.;: 
JULIA L JOHNSON, CHAIRMAN 

1. TERRY DEASON 

SUSAN F. CLARJ.; 

Jm GARCIA 
E. LI·ON lACOIIS, JR. 

Richard E. Heatter, Esquire 
MGC Communications, Inc. 
3301 North Buffalo Drive 
Las '/egas. Nevada 89129 

Re: Docket No. 981062-TI 

Dear Mr. Heatter: 

August25, 1998 

O!vt~ION ot RH 'Oitll:S &: Kfl'! lllll'<i 

B~CAS. RAY(J 

0JR£CTOR 
(850) 413-6770 

This will acknowtedge receipt of an applicat;on for certificate to provide 
interexchange telecommunications service by MGC Communications, Inc., which was 
filed wnh this office on August 24, 1998 and assigned the above-referenced docket 
number. Appropriate staff members will be advised. 

Mediation may be available to resotve any dispute in this docket. If mediation is 
conducted, it does not affect a substantially interested person's right to an 
administrative hearing. For more information, contact the Office of General Counsel at 
(850) 413--6078 or FAX (850) 413-6079. 

Please make notes as well that CommiBSion Rule 25-22.005(7), F.A.C., requires 
certificated companies to notify the Commission of any changes in name, telephone, 
address. or contact person. Should your application be granted by the Commission, 
you will be expected to comply with this rule by advising us of any changes as they 
occur 

Division of Records and Reporting 
Florida Public Service Commission 

C..\ PIT AI. CIRCU: OFFIC£ Ct:NTf.R •lS<W SHUMARD OAK BotiUVARD • TAUAHAS.SU., FL JlJ99--0850 
·"-" -'mnutiH Acl'-i[.qnl Opportllalty £•~ l•ln'Wl f.-.WI ("ONTACHI~PSC'..!o, A TL.'LI 'S 
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AUG 2 41998 

Florida Public Service Commission 
Division of Administration 
2540 Shumard Oak Blvd., Gerald Gunter Building 
Tallahassee, Florida 32399-0850 

03 /Ot.oZ-Tl 

Re: Application for Authority to Provide lnterexchange 
TEM6communications Service Within the State of Florida 

Dear Commission Administrator. 

EnOOsecJ forfiln;J are an OOJinal and six (6) oopies of1he application 
form and a check in the amount of $250.00 from MGC Communications, Inc. 
("MGC") for authority to provide 1he above-referet'l seMce. 

In addition, MGC requests that the Commission waive Rule 25-
24.490(3) requiring posting of a bond. MGC requests a waiver based 
upon the financial strength shown in its response to item 18.A. in the 
attached application. 

(t , .... • • ~ 

Sincerely, 

?E~~~-'--· --
Richard E . Heatter 
Legal Counsel 
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.. FLORIDA PUBUC SERVICE COMMISSION .. 

DMSION OF COMMUNICATIONS 
BlJB.BAU OF SBIMCB BVALUADON 

APPUCADON FORM 
for 

AUTHORITY TO PROVIDE 
INTERBXCRANGB m fCOMMUNICATIONS SERVICE 

WII1UN 1lJB SIATE OF FLORIDA 

A. This foJm is uaed for an original application for a cenificate and for approval of 
sale, assignment or baDSfer of an existing certificate. In case of a sale, assignment or tr.tnsfer, 
the information provided shall be for the purchaser, auignee or tran5feree {See Appendix A). 

B. Respond to each item requested in the application and appendices. If an item 
is not applicable, pleue explain why. 

C. Use a sc:paratC &beet for each answer which will not fit the allotted space. 

D. If you have questions about completing the form, contact: 

Florida Public Service Commission 
~n of Communications 
Burau of Senk:e Evaluation 
2540 Shumard Oak Blvd., Gerald Gunter Bull din& 
Tallaha•ee, Florida 32399-0850 
(8S0)4~ 

E. ODce oomp.letcd, submit the original and six (6) copies of chis fonn along with 
a non-refundable application fee of $2SO.OO to: 

Florida PubUc Service Commission 
Division of Admlnistratlon 
1540 Shumard Oak Bh•d., Gerald Gunter Buildin& 
Tallahapee, F1orida 32399-0850 
(8!0) 413--6151 



1. Select what type of business your company will be conducting (if (check all 
that apply): 

FORM PSCIOAJ 31 (12/M). 

(X) Facllltles based carrier- company owns and 
operaaes or plans to own and operate 
telecommunications switches and transmission 
facilities in Florida. 

(x) Operator Service Provider- company 
provides or plans to provide alternative 
operator services for IXCs; or toll 
operator services to call aggregator 
locations; or cleuinghouse se.JVices to 
bill such calls. 

~ Reseller- company bas or plans to have 
one or more switches but primarily leases 
the transmis.sion facilities of otht"r 
carriers. Bills its own customer base 
for servka uacd. 

( ) Switchless RebWer - company bas no 
switch or tranamissi.>n facilities but may 
have a billiDg computer. Aggregates 
traffic to obtain bulk discounts from 
underlying carrier. Rebills end users at 
a rare above its discoum but generally 
below the rate eod usen would pay for 
unaggrepted traffic. 

() Multi-Location Discount Agrecator -
_ company contracts with unaffiliated 

entities to obtain bulk/volume discounts 
under multi-location discount plans from 
certain underlying carrien. 'Then offers 
the resold servic-,e by enrolling 
unaffiliated cwtomers. 

(i) Prepaid Debit Card ProYider - any person 
or entity that purchases 800 access from 
an uoderlying carrier or unaffiliated 
entity for use with ptepaid debit card 
service and/or encodes the cards with 
personal identification numbers. 

RM!...,.., by c:omn-.on Rullo Nca. 2£.24.471. 
zr.-24 471. •nd 2>2• 410(2) -2-



2. This :San application for lir (check one): 

00 Onpnal Authority (New company). 

() Approval of Trauster (I'o aootber cenificaled company). 

( ) Approval or Assipmeot or existing certificate (To an 
uncertificated company). 

( ) Approval for tnmsfer of cootrol (To another cenificated 
company). 

3. Name of corporation, partnership, cooperative, joint venture or sole 
proprietorship: 

MGC Communications, Inc. 

4. Name under which tbe applicant will do business (fictitious name, etc.): 

MGC Communications, Inc. 

5. National address (including street oame & number, post office box, city, state 
and zip code). 

3301 North Buffalo Drive 
Las Vegas~ Nevada 89129 

FORM PSCICNU J1 (12116}. 
RequuO'd Oi Comm- Rule Noe 25-2<1.n1. 
15-24 •n. and 25-2• 410{1) -3-



6. Florida address (including street name & number, post office box, city, state and 
zip code): 

The applicant does not yet have an office in Florida. 

7. Structure of organization; check which applies. 

( ) Individual 
( ) Foreign Corporation 
( ) Geoezal Partnership 

t) Corporation 
() Foreign Pannersb.ip 
( ) Limited Partnership 

( ) Other, -------

8. If applicant is an individual or pannersh.ip, please give rwne, title and address 
of sole proprietor or partners. 
n/a 

been: 

FORM PSCICMJ 31 (1 lt91). 

(a) Provide proof of compliance with the foreign limited partnership 
starute (Chapter 620.169, FS), if applicable. 

(b) Indicate if the individual or any of the partners have previously 

(1) adjudged bankrupt, mentally incompetent, or found guilty of 
any felony or of any crime, or whether such actions may result 
from peodiag proceedings. 

(2) officer, director, parttJer or stockholder in any other Florida 
certificated telephone company. If yes, give name of company 
and relationship. If no longer associated with company, give 
reason why not. 

R~~qlllr.d by~ Rule Noe. 25-24.471. 
25-24.41J, and 25-24.480(2). -4-



9. If incorporated, please give: 

(a) Proof from the Florida Secretary of State that the applicant has 
authority to operate in Florida. 

Co.rporate chaner number: F 9 7 0 0 0 0 0 5 3 0 1 

(b) Name and address of the company's Florida registered agent. 

CT Corporation 
1~00 iouth Pine Island Road 
~iantation, Florida 33324 

(c) Provide proof of compliance with the 
fictitious name statute (Chapter 865.09 FS), 
if applicable. 

n/a 
Fictitious name registration number: __ _ 

(d) Indicate if any of the officers, directors, or any of tbe ten largest 
stockholders have previously been: 

F 0RM PSC/CMI.J :11 ( 1 2JIIti}. 
R,.q..,re<l t>)l Commo .. ion Rul. N<M 2S·2•.•71 
25·2.ol A7J ond 2!.-2• •80(1} 

(1) adjudged banlaupt, mentally incompetent, or found guilty of 
any felony or of any crime, or whether such actions may result 
from pending proceedings. 

No 

(2) officer, d.in:ctor, partner or stockholder in any other Florida 
cenificat.ed telephone company. U yes, give name of cor.1p2.11y 
and relationship. If no longer associated with company, give 
reason why DOt. 

No 

-5-



.. 

10. Who will serve as liaison with the Commission in regard to (please give name, 
title, address and telephone number): 

(a) The application; 

Richard Heatter 
Assistant Legal Counsel 
3301 North Buffalo Drive 
Las Vegas, Nevada 89129 

(702) 310-4272 
(b) Official Point of Contact for the ongoing operations of the 

company; 

Jim Mitchell 
President, Eastern Region 
1593 Northeast Expressway 
Atlanta, Georgia 30329 

(404) 554-1000 
{c) Tariff; 

Carol Lisowski 
Manager, Tariff Development and Compliance 
3301 North Buffalo Jrive 
Las Vegas, Nevada 89129 Phone: (702) 310-4246 

{d) Complaints/Inquiries from customers; 
Jim Mitchell 
President, Eastern Region 
1593 Northeast Expressway 
Atlanta, Georgia 30329 

{404) 554-1000 
11. list the staleS in which the applicant: 

FORM P5CJCMU J1 (\l/1161. 

(a) His operated as an mterexcbange carrier. 

Nevada, Georgia and California 

(b) Has applications pending to be cenificated as an interexchaoge 
carrier. 

None. 

(c) Is certificated to operate as an interexchange carrier. 

Nevada, C~orgia, Californi~ and Illinois 
and Massachusetts 

Requsred by CommiSUOO R .. le No.. 2S-2~ ~71, 
2S-24 47'3, and 2S-24.480(2). -6-



(d) Has been demed authority to opera!e as an imerexcbange carrier and 
the circumstances involved. 

None. 

(e) Has had regulatory penalties imposed for violations of 
telecommunications swutes and the circumstances involved. 

None. 

(f) Has been involved in civil court proceedings with an interexchange 
carrier, local exchange company or other telecommunicauoos entity, 
and the circumstances involved. 

None. 

12. What .services will the applicant offer to other cenificaled telephone companies: 
Check which appUes. 

0<) Facilities. 
6c) Billing and Collection. 
6c) Maintenance. 
()Other: 

13. Do you have a marketing progmn? 

Yes. 

14. Will your marketing program: 

k) Pay commissions? 
( ) Offer sales franchises? 

") Operators. 
6c) Sales. 

~) Offer multi-level sales incentives? 
~ ) Offer other sales incentives? 

;:QRM PS~ 31 (12198). 
Requo~ by Commiulon RuM. Naa. 25-24.471, 
2S-24 473, and 2S-24 480(2). -7-



lS. Explain any of the offers checked in question 14 (To whom, what amount, type 
of franchise, etc.). 

See attached. 

16. Who will receive the bills for your service? fir (Check all thar apply) 

(x) Residential customers. 
( ) PATS providers. 
(x) Hotels & motels. 
( ) Universities. 

(x) Business customers. 
() PATS station end-users. 
( ) Hotel & motel guests. 
( ) Uoiv. dormitory residents. 

( } Other: (specify) _______ _ 

17. Please provide the following (if applicable): 

(a) Will the name of your company appear on the bill for your 
services, and if not wbo will the billed party contact to ask questions 
about the bill (provide name and phone number) and how is this 
information provided? 
Yes, 

(b) Name and address of the fum who will bill 
for your service. 

n/a 

18. Please provide all available documentation demonstrating that the applicant 
has the following capabilities to provide interexchange telecommunications ~rvice 
in Florida. 

A. Financial capability. 

FORM PSC/CMIJ 31 (121M). 
~~ul<ecl"' com ...... Uian "" .. Noe 2$-201 017l. 
2!>.24 47J, Ond 25-24 <160(2) -8-



1 S. Explain any of the offers checked in question 14 (To whom, what amount, type of 
franchise, etc.). 

Sales 1ncentives 
To agent/vendors with whom we have formal arrangements to sell our products, 
referra1 fees paid will be a function ofvolurne of sales (measured m lines sold) 
and type of product sold cl installed on our switch (line, voicemails, data, etc.). 

Multi-Lml Sales 1nccntives 
To multi-level organizations with whom we have fonnal arrangements to sell our 
products, actual commissions paid will be a function of volume and type of 
products sold and installed on our switch. 

Commissioru 
MGC's direct sales team is compensated on a base salary and romm•ss1on basis 
Commissions '*d will be a fimction of volume in tenns of number of lines sold 
and type of products sold and installed on our switch. 



Regarding the showing of fmancial capability, the following applies: 
The application sbould contain the applicant's fmancial statements for 
the most ~t 3 years, including: 

1. the balance sheet 

2. income statement 

3. statement of retained earnings. 

Funher, a written explautjoq, which can include supporting documentation, 
regarding the following should be provided to show fmancial capability. 

1 . Please provide documenwion that the applicant bas sufficient financial 
capability to provide the requested service in the geographic area proposed to 
be served. 

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

3. Please provide documentation that the applicant ha.s sLifficient fmanci.a..l 
capability to meet its lease or ownenbip obligations. 

NOTE: This documentation may include, but is not limited to, fUla.Dcial 
swemeots, a projected profit and loss statement, credit references, credit 
bureau reportS, and descriptions of business relationships with financial 
institutions. 

If available, the financial statements should be audited fmancial statements. 
If the applicant does not have audited financial statements, it sball be so stated. The 

unaudited financial statcm.C'lllS should then be signed by the applicant's chief executive officer and 
chief fmancial officer. The signatures should affmu that tbe financial statements are uue and 
COJ'Te(;l. 

SEE ATTACHED EXHIBIT A 
B. Managerial capability. 

SEE ATT~C~ED EXHIBIT B 
c. Technical capability. 

SEE ATTACHED EXHIBIT C 

~ORM PSCJC:M.I J1 (12/96). 
Requor...:l by Convnr....,., ~llie No& Z~2• ~71. 
2S-2C 413 •nd 25-U ~(2) 

-9-



19. Please submit the proposed tariff under wbicb the company plans to begin 
operation. Use the format required by ColllDlission Rule 25-24.485 (example 
enclosed). 

See Exhibit D. 

20. 1be awlicam will provide the following i.urerexchange carrier services 61"" 
(Check all tbal apply): 

x._ MTS with distance sensitive per minute rates 
x._ Method of access is FGA 
x.__ Method of access is FGr 
x._ Method of access is FGD 
x.__ Method of access is 800 

MTS with route sped.flc rates per minute 
Method of access is FGA 
Method of access is FGB 
Method of access is FGD 
Method of access is 800 

..x.... MTS witb statewide flat rates per minute (i.~. not distance sensith·e) 
L Method of access is FGA 
L Method of access is FGB 
x_ Method of access is FGD 
X... Method of access is 800 

x._ MTS for pay telephone service providers 

Block-of-time caJ..lina plan (Reach out Florida, Ring America, etc.) 

L 800 Service (Toll free) 

..x.. WATS type service (Bulk or volume discount) 

..x_ Method of access is via dedicated facilities 
Method of access is via switched facilities 

..x... Private Line services (Channel Services) 
(For ex. 1.544 mbs., DS-3, etc.) 

FORM PSOCMlJ 31 (12M}. 
F!.eau•r~ ~ Commouoon Rule~ 2~2o11.o1171. 
2~24 473, •na 25·24 o1180(2l -10-



Travel Service 

X 
Method of access is 950 
Method of access is 800 

900 service 

..x.. Operator Services 

..x.. Available to presubscribed customers 
Available to non presubscribcd customers (for 
example to patrons of hotels, srudeots in 
universities, patients in hospitals. 

Available to inmates 

Services included are: 

..!.. Station assistance 
x Person to Person assistance 
X Directory assistance 
X Operator verify aDd interrupt 

Conference C&lliDg 

21. What does the end user dial for each of the interexchange ..:artier services that 
were checked in services included (above). 

zero minus, zero plus, or 1411. 

22. Otber: 

FORM PSCICMU 31 (12M). 
R.cjuored by Co.nm- Rule !'b. 25-2.&.471 . 
2$-24 4 73. ana 25-2o4 .480(2) -11-



u 

** APPLICANT ACKNOWLEDGEMENT STATEMENT •• 

1. 

2. 

3. 

4. 

5. 

6. 

REGULATORY ASSESSMENT FEE: I understand that all telephone companies 
must pay a regulatory assessment fee in the amount of . 15 of one percent of its 
gross operating reveoue derived from intrastate business. Regardless of the gross 
operating ~enue of a company, a minimum annual assessment fee of $50 is 
required. 

GROSS RECEIPTS TAX: I understand that all telephone companies must pay 
a gross receipts tax of two and one-half percmt on all intra and interstate busines~. 

SALES TAX: I understand that a seven percent sales taJc must be paid on intra 
and interstate revenues. 

APPUCATION FEE: A non-refundable application fee of $250.00 must be 
submitted with the application. 

RECEIPT AND UNDERSTANDING OF RULES: I acknowledge rcceip: and 
understanding of the Florida Public Service CclllDlission 's Rules and Orders 
relating to my provision of interexchange telephone service in FloridcJ. I also 
understand that it is my responsibility to comply witb all current and future 
Commission requirements regarding intercxchange service. 

ACCURACY OF APPLICAnON: By my signature below, I the undersigned 
owner or officer of the named utility in the application, attest to the accuracy of 
the information contained in this application and associated attachments. I have 
read the foregoing and declaie thar to the best of my knowledge and belief, the 
infonnatioo is a true and correct statement. Further, I am aware that pursuant 
to Chapter_ 837.06, Florida Statutes, "Whoever knowin&Jy makes a false 
statement ill writing with the intent to mislead a pubUc servant in tbe 
performance of his off"ICial duty shaD be ptilty of a misdemeanor of the second 
d~ punishable as provided ills. 775.082 and s. 775.083". 

Title 

, 
Date 

( 7d~) 3 It}- &i<S(f 
Telephone No. 

fORMPSC/CMU Jl (121811). 
R..:ju-e<l by Commo__, Ru .. - 21'>-24.<171, 
25-24 ~73. and 25-24 480(2) -12-



•• APPENDIX A •• 

CERTIFICATE TRANSFER STATEMENT 

N/A. 

I, (TYPE NAME)-------------

(TITLE) _____________________ __ 

of (NAME OF COMPANY) ______ -----

--------• and current bolder of certificate number ------

have reviewed this application and join in the petitioner's request for a transfer 

of the above-mention certificate. 

UTll..ITY OFFICIAL: 

Signature 

Title 

~ORM PSCICMLI31 (12/1111). 

R~u"e<l bor C<>mmo..- R"ie - 2~H •11. 
2~24 4 73. ancl 2~24 .ao(2l 

Date 

Telephone No. 

-13-



•• APPENDIX B •• 

CUSTOMER DEPQSITS AND APV ANCE PAYMENTS 

A statement of how the Commission can be assured of the security of the customer's 
deposits and advance payments may be responded to in one of the following ways (applicant please 
check one); 6?' 

SEE COVER LETI'ER FOR WAIVER REQUEST. 

( ) The applicant will not collect deposits nor will it collect payments for 
senice more than one mouth iD adYuce. 

( ) The appliamt wiD rue with the Commi&cion and maintain a surety bond 
in an amount equal to the CW"''eelt balance of deposits and advance 
pa}meuts in SCfll5 of oae mouth. (Bond must accompany appliation.) 

l!TILITY OFFICIAL; 

Signarure 

Title 

FORM PSC/CMU 31 (12nl8). 
R..:ju"'..cl D)' CL>m~ R"'- ~- 2S.l• ... 71. 
2$.24 47J. ~nd 2$.24 .aom 

Date 

Telephone No. 

-14-



•• APPENDIX c •• 

Th7RASTAIE NETWORK 

1. POP: Addresses where located, and indicate if owned or leased. 

1) 201 NE 4th Street 2) 

Fort Lauderdale, Florida 33301 

3) 4) 

2. SWITCHES: Address where located, by type of switch, and indicate if owned 
or leased. 

1) 201 NE 4th Street 2) 

3) 

Fort Lauderdale, Florida 33301 
(Nortel DMS-500, owned) 

4) 

All RSC's 1n centra1 
offices are sw1tches. 
(List included in Ex'"lil..it F.) 

3. TRANSMISSION FACILITIFS: Pop-to-Pop facilities by type of facilities 
(microwave, fiber, copper, satellite, etc.) and indicate if owned or leased. 

OWNERSWP 

1) All transmission facilities are leased by MGC, point to 
point. 

2) 

FORM PSCJCMJ ~1 (12196). 
R-"l'"'.o by Comm!Mion Rule No.. lS-24.471, 
2S.2ol.473. and 2$-2o4.4110(7} -15· 



4. ORIGINATING SERVICE: Please provide the list of exchanges where you are 
proposing to provide originating service within tbirty (30) days after the effective 
date of the certificale (Appendix D). 

MGC intends to be in service in Fort Lauderdale on or about 
October 15, 1998. The central offices which will be turned 
up at the time are listed in Exhibit E. They include 
West Palm Beach, Pompano Beach, Fort Lauderdale and Hollywood. 

5. TRAmC RFSTR.IcnONS: Please explain bow the applicant will comply with 
the EAEA requirements contained in Commission Rule 25-24.471 (4J (a) (copy 
enclosed). 

MGC intends to route our end-user dialed 0+ local and 0-
calls to the serving local exchange company. There will 

be no change or augmentation to the dialed pattern tor 

0+ local or 0- calls. 
6. CURRENT FLORIDA INTRASTATE SERVICES: Applicant has ( ) or has 

not ( ) previously provided intrastate telecommunications in Florida. U the 
answer is~. fully describe the following: 

a) What services have been provided and wben did these services begin? 

b) U the setvices are not currently offered, when were they discontinued? 

:UTll.JTY OFFICIAL: -

Signature 

F 0RM F>Sc.o.aJ J 1 ( \2/'ile). 
RIIQUIFed by CommiSUOn It""",_ 25-26 671. 
2!>-2• -'13 ...... 25-2-' ..ao(l) 

Title 

Dare 

Telephone No. 

-16-



•• APPENDIX D •• 

FLORIDA rn EPHONE EXCHANGES 

EAS ROUTES 

Describe tbe service area in which you hotd yourself out to provide service by telephone 
company exchange. If all services listed in your tariff are not offered at all locations, so indicate. 

In an effort to assist you, attached is a list of major exchanges in Florida showing the 
small exchanges with which each bas extended area service (EAS). 

** FLORIDA EAS FOR MAJOR EXCHANGES ... 

Extended Smice Are& 

PENSACOLA: 

PANAMA CITY: 

TALLAHASSEE: 

JACKSONVILLE: 

GAINESVIll..E: 

FORM PSCiOio9J 31 (12m). 
Reqund bot Con.rnouloll Rule No.. 25-24.471. 
25-24 .473. and 25-24 4a0(2). 

witb 

-17-

These Excbanees 

Cantonment, Gulf Breeze Pace, Milton 
Holley-Navarre. 

Lynn Haven, Panama City Bea'-h, 
Youngstown-Fountain and Tyndall AFB. 

Crawfordville, Havana, Monticello, Panacea, 
Sopchoppy and St. Maries. 

Baldwin, Ft. George, Jacksonville Beach, 
callahan, Maxville, Middleburg, Orange Park, 
Ponte Vedra and Julington. 

Alachua, Archer, Brooker, Hawthorne, High 
Springs, Melrose, Micanopy, Newberry and 
Waldo. 



OCAlA: 

DAYTONA BEACH: 

TAMPA: 

CLEARWATER: 

ST. PETERSBURG: 

LAKELAND: 

ORLANDO: 

WINTER PARK: 

TITUSVILLE: 

COCOA: 

~fEI...BOURNE: 

SARASOTA: 

FORJ,t PSCICM.J l1 (1Z/9e), 
Requ~ecll:l'f eonvn.a.on Rille Nos. 25-2•.•71. 
2$.2~ ~n • .w 2$.24 480(1) -18-

Belleview, Citra, Dunnellon, Forest Lady Lake 
(B21), Mcintosh, Oklawaha, Orange Springs, 
Salt Springs and Silver Springs Shores. 

New Smyrna Beach. 

Central None 
East Plant City 
North Zephyrhills 
South Palmetto 
West Clearwater 

St. Pf-...tersburg, Tampa-West md Tarpon 
Springs. 

Clearwater. 

Bartow, Mulberry, Plant City, 
Polk City and Winter Haven. 

Apopka, East Orange, Lake Buena Vista, 
Oviedo, Windemere, Winter Ganien, Winter 
Park, Montverde, Reedy Creek, and 
Oviedo-Winter Springs. 

Apopka, East Orange, Lake Buena Vista, 
Orlando, Oviedo, Sanford, Windermere, Winter 
Garden, Oviedo-Winter Springs Reedy 
Creek, Geneva and Montverde. 

Cocoa and Cocoa Beach. 

Cocoa Beach, Eau Gallie, Melbourne and 
Titusville. 

Cocoa, Cocoa Beach, Eau Gallie and Sebastian. 

Bradenton, Myakka and Venice. 



Fr. MYERS: 

NAPLES: 

WEST PALM BEACH: 

POMPANO BEACH: 

Fr. lAUDERDALE: 

HOllYWOOD: 

NORTii DADE: 

MIAMI: 

F QRI,I PSCJCM.J l 1 ( 12118) . 
l'(otqulllld by Com..,..., RIN '- 2&-1•.411. 
1S 1• 473 •no" 2~·14 4a0{2) -19· 

Cape Coral, Ft. Myers Beach, Nonh Cape 
Coral, Nonh Ft. Myers, Pine Island, Lehigh 
Acres and Sanibel-Captiva Islands. 

Marco Island and Nonh Naples. 

Boynton Beach and Jupiter. 

Boca Raton, Coral Springs, Deerfield Beach 
and Ft. Lauderdale. 

Coral Springs, Deerfield Beach, Hollywood and 
Pompano Beach. 

Ft. Lauderdale and North Dade. 

Hollywood, Miami and Perrine. 

Homestead, Nonh Dade and Perrine 



EXHIBIT A 

Statement of Financial Fitness and 
Relevant Financial Information 

MGC COMMUNICATIONS, INC. ("MGC") ia fmancially qualified to operate u an 

interexchange telccommunicat.ioa aervicc carrier in Florida. The fundin£ requtred for cons!n.lcllon and 

operation of MGCe tclecommunicat.iooa network in Flonda has been provtded through a pubhc con1mon 

stock offering as well u pri'Y&Iely plaud investment. Accordingly. MGC has the financtal Te1MlUrcet ro 

provide the services described in d1ia application. As i.a evideru from MGC's financtal statement (~~ee 

MGC's Form 10-Q Fi.o&ocial Rcpon filed walh the Secunliell and Exchange Comminion, which is bem11 

filed wilh !he applicatioo), MGC has significant 8lleU and profi111 to ftnance i111 operation.' 
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SECURITIES AND EXCHANGE COMMISSION 

washington, D.C. 20549 

FORH 10-0 

QUARTERLY REPORT URSUANT 70 SECTION 13 OR 15(d} Of THE SECURITIES EXCHANGE 
1-CT OF 1934 

For the Quarterly Period Ended Harch 31, 1998 

Commission file number 333-18875 

MGC Co.municationa, Inc. 
(Exact name ot reg-istrant aa apecified ln 1ts charter) 

Nevada 8B·03fi0042 
(State of incorporation) (IRS Employer ldentit1catton Number) 

3301 North Buffalo Drive 
Las Vegas, Nevada 89129 

(Address of principal executive offices) 

(702) 310-1000 
{Reg-istrant's telephone number) 

Indic4te by check mark whether the registrant (l) has filed all reports to be 
filed by Section 13 or 15(d) of the Securities lAchange 1-ct ot 19)4 durinq the 
preceding 12 months (or for such shorter period that the registrant wos 
required to file such reports), and (2) has been subject to such filing 
requirements for the past 90 days; 

Y'ES X HO 

The number of shares outstanding of the is~uer'b common stock, 
as of May 11, 1998: 

Common stock ($.001 par value) . . . 9 , 185,640 
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.ART I - FINANCIAL INFORMATION e 
Item 1. Financial Statements 

HGC COMMUNICATIONS, INC. 

STATEMENTS OF OPERATIONS 
(IN THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTS) 

<Table> 
<Caption> 

THREE MONTHS ENDED MARCH 31, 

<S> <C> 
Telecommunication services: 

Operating revenues ..................... $ 

Operating expenses: 
Cost of operatin9 revenues (excludinq 

Sel~!~~~c!!~!~:l·~~d.~dni~i~t~~ti~~:::: 
Depreciation and amortization ......... . 

LOss from operations ............... . 
other income (expense): 

Interest income ...................... . . 
I~terest expense (net of amount 

capitalized) ....................... . 

Net loss ........................... . 
Accrued preferred stock dividend ........ . 

Net loss applicable to common 
stockholders ........................... S 

Basic and diluted loss per share of 
common stock. . . . . . . . . . . . . . . . . . . . . . . . . . . :$ 

Basic and diluted weiqhted average shares 

1998 

(UNAUDITED) 
<C> 

:ii,BH S 

2' J 71 
2,562 

867 

5,80() 

(2,954) 

2,169 

{5,505) 

( 6' 290) 
( 4 4 4) 

(6,734) 

(. 76) 

$ 

$ 

1997 

212 

5J9 
883 
160 

1.582 

(1.370) 

128 

( 1, 24 2) 

(1.242) 

( . 15) 

outstandinq ........................... . 8,892,282 8,078,306 

</Table> -----------
See accompanyinq condensed notes to unaudited interim 

financial statements. 
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HGC COMMUNICATIONS, INC. 

BALANCE SHEETS 
(IN THOUSANDS) 

<Ta.Jle> 
<Caption> 

<S> 
ASSETS 

Current assets: 
cash and cash equivalents ... . ........................... . 
Investments held to maturity., ............................ . 
Restricted investments ................................... . 
Amounts receivable for shares issued ..................... . 
Trade accounts receivable, less allowance for doubtful 

accounts of S239 and S216 ................ . ... . ....... . . 
Prepaid expenses. . . . . . . . . . . . . . . . . . . . . . . . . .............. . . 

Total cur-rent assets ......................... . ... . 
Property and equipment., net ................................ . 
Investments held to maturity ............................... . 
Res t.r ~ cted ~ nves t.ment.s .............•........... . ........... . 
Deferred financing costs, net of amortization of S408 and 

S198 ................................................. . ... . 
Other assets ................ . .............................. . 

Total assets ............................... . 

LIABILITIES, REDEEMABLE PREFERRED 
STOCK AND STOCKHOLDERS' EQUITY 

Current liabilities: 
current maturities ot long-term debt. ......... . .......... . . 
Accounts payable: 

Trade .............................................. . .. . 
Property and equipment ...................... . ........ . . 

Accrued 1 nt.erest. .................................... . 
Accrued other expenses ................................... . 

Total current liabilities ....................... . . 
senior Secured Notes, net. of unamortized discount of S3,738 

and S3.862 ................................... · · · · ·- ·. · · · · · 
Other long- term debt ....................................... . 

Total liabilities ...... . ....... . ...... . .......... . 

Commitments and contingencies 
Redeemable preferred stock: 

8\ Series A convertible preferred stock, 6,571,450 shares 
authorized, 6,571,427 and 5,148,570 issued and 
outstanding ................................... . .. . .. . . 

Stockholders' equity: 
Preferred stock, 43,428,550 shares aut.hori~ed but. 

unissued .............. . .......................... . ... . . 
Common stock, $0.001 par value. 60,000,000 shares 

author-ized, 9,185,640 and 8,799,600 shares issued and 
outstanding.... . . . . . . . . ..................... . ........ . 

Additional paid-in capit-al ........................ . ... . .. . 
Accumulated de 1 i cit. ......... . .. . ................ . . .... . . . . 

Notes receivable from stockholders tor issuance of common 
stock ................................ . ............... . 

Total ~tuckhnldera' equity ............ . 

Total !~abilities, redeemable prefer-red stock and 
stockholders' equi t.y. . . . ..................... . 

</T~ble> 

HA~CH 31, 
1998 

(UNAUDITED ) 
<C> 

s 39,411 
8,619 

28,449 
163 

2.617 
323 

79 "82 
34,-!21 
49,367 
29.917 

5. 3 71 
149 

$198,607 

s 367 

1,908 
3,999 

10,528 
1,011 

l7,633 

156,262 
40 

174,135 

21,645 

9 
24. 388 

(19,197} 
.... . -.... -

5,200 

(2,173) 
. . - .. - - - .. 

3 , 027 
- - - .. - .. - -

Sl98.807 -·---.. -.. 
See accompanying condensed notes to unaudited interim 

financial statements . 
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DEC EMBE~ 31 , 
1997 

<C> 

s 45,054 
7,797 

16,482 

1,200 
277 

72,610 
24.617 
49,913 
39,092 

5, 448 
97 

$l91,977 

.$ 381 

462 
3,123 
5,328 

786 

10,060 

156,118 
138 

166,336 

16,665 

9 
22,118 

( 12,.; 6 3} -- ----·-
9,664 

(688) 
.. - - .... .. ... 

8 . 976 
... ...... .. ...... --
:-.1191.977 
--·-.-~--



MGC COMMUNICATIONS, INC. 

STATEMENTS OF REDEEMABLE PREFERRED STOCK AND STOCKHOLDERS' EQUITY 
(IN THOUSANDS, EXCEPT SHARE AMOUNTS) 

<Table> 
<Caption> 

ADOITIOMA.t. 
PAID·IN '-C'C:UMUU.Tro 
CAPITAt. DtrlC:IT 

<8> ~ <C> <C> <C> <C:> <C' 
BAU.J!Ct AT DECDCIII:II 

31, 1996 .......... . 
~n at.oc• laaued 

for caah ......... . 
c.-, n.ock 111ued 

for not .. 
r.eelvable ........ . 

Proceed• tr .. 
offerln9 allocated 
to w•rraot.a . ..... . 

Marranta 1aaued for 
~ lt.oek 
~~~at ........ . 

•t lou ......... .. . . 
I' S.rlea A 

CooYeru ble 
Preferred St.ock 
laaued for caah .. 

ACCrued preferred 
atock cH v ldeacl ..... 

aAt.UICI: AT Dtx:DQIU 
)1, 1991 .... . .... .. 

.:;_,. at.oek laaued 
for caeh .......... . 
c~ at.ock 111ued 

for nota• 
receivable ........ . 

Marranta ancl option• 
•••reued for 
C~n Stock ..... . 

Net lOll ............ . 
8\ S.rlu A 

convertible 
Preferred Stock 
111ued tor caah ... 

Accrued preferred 
atock dividend ..... 

BI<I..A.IICI: AT IIA.JICH ] 1. 
1991 ( UIU!.gDJTto) .•. 

</Table> 

1, 176.000 • 

1.458.600 

165. 000 

5 ,141, 510 16.665 

•A••A-•••• ........... 

5,1U.570 U,U5 1,799, t00 

99' 14 0 

119.000 

9?,l00 

I. U3, 157 4. 910 

.. .. . . . .. .. .. .. . . ........... 
6,5H.417 tll. 645 9,115.640 • 
-----~---· 

.. ........... 

See accompanyinq condensed 
interim financial 

5 

Hl. l16 I Cl.HI) 

4,160 

618 

], 88~ 

40!1 
(10.8)6 ) 

'116 ) 

ll. 111 (ll.Ul ) 

772 

I . 4 B~ 

ll 
(6.HO) 

(H4) 

9 IH. 118 I ( 19 . 19,) 

notes to unaudited 
statements. 

IIO't Ell 
•I!X:E I \IAit.E r•OM 
.!ITOCKIIO~US nn 

lSSUAIIICt Of' 
COMMON STOC• 

<C> 

c6UJ 

l l.H~J 

f(l. )1)) 

TOTII<L 
STOC" .. ' .. ""'LDtft~·' 

VJUITY 

<C> 

10 , '92 

1.862 

•09 
( 10.8)6) 

(IU) 

I 976 

) ) 

1 ~ . HOJ 

(U4) 

J.on 



<Table> 
<Caption> 

HGC COMMUNICATIONS, INC. 

STATEMENTS OF CASH FLOWS 
(lN THOUSANDS) 

THREE MONTHS ENDED 
KARCH 31, 

1996 1997 

(UNAUDITED} 
<S> <C> <C> 
Cash flows from operating activities: 

Net loss .......................................... S (6, 290) S(l.242) 
Adjustments to reconcile net loss to net cash used 

in operating activities: 
Depreciation and amortization ................... . 
Amortization of debt discount .................. . 
Amortization of deferred debt financing costs. 
changes in assets and liabilities: 

Increase in accounts receivable, net ........ . 
(Increase) decrease in prepaid expenses ..... . . 
Increase in other assets .................... . . 
Increase in accounts payable -· trade ..... . 
Increase in accrued expenses .............. . 

Net cash used in operating activities ... . 

cash flows from investing activitiea: 
Purchase of property and equipment, net of 

Pui~~:~;e~!·i~~~s~~~ta·h~id.to.~t~~ity.:::: :: :::: 
Purchase of restricted investments ................ . 

Net cash used in investing activities ... . . 

Cash flows from financing activities: 
Costs associated Yith iaeuance of Senior Secured 

Notes and warrants ............................ . 
Proceeds from issuance of 8\ Series A convertible 

preferred stock, net of issuance coats .......... . 
Payments on other long term debt .................. . 
Proceeds from issuance of comDOn stock during 

1996 ........................................... . . 
Proceeds from isauance of common stock during 

1997.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ...... . 
Proceeds from issuance of common stock during 

1996 ............................................ . 

Net cash provided by financing activities. 

Net (decrease) increase in cash ...... .. 
Cash and cash equivalents at beginning of period ... . 

Cash and cash equivalents at the end ot period . ..... . 

Supplemental schedule of non-cash investing and 
financing activities: 
Increase in property and equipment purchases 

includeo in accounts payable •• property and 

667 
144 
210 

(1,442) 
(46} 
(52} 

],446 
4.981 

- - - - . - - -
( 162) 

6 ....... - ...... 

( 9' 7 95) 
(276) 
(792) 

--------
(10,863) ............. 

( 133) 

4,960 
(92) 

647 
-·------

5.402 
.. - .... - . - -

(5,643) 
45,054 

- - - - - - - -
s 39.411 _______ .. 

equipment........................................ S 876 

Stock issued for notes receivable .............. .. . . s 1,485 

Other disclosures: 
Cash paid tor interest net of amounts 

capitalized ........................ . ... . ..... . s JO 5 

</Table> 

see accompanying condensed notes to unGud!ted 
interim tinanc1al atatements 

6 

160 

(89) 
10 
( C,J 

23~ 
25 .... - ......... 

(906) 
- ............. a. 

(647) 

.. - .. - - - -
(647) .. .. -...... -

1. 153 

4' 3 31 

- - - ... - - -
5.484 

- - - - -.. 
3. 7 31 
7,697 .............. 

Sll,62f' _., _____ 

s 

$ 



MGC COMMUNICATIONS, INC. 
Condensed Notes to Unaudited Interim Financial Statements 

(1) BASIS OF PRESENTATION 

The accompanying unaudited interim financial statements of HGC 
Communications, Inc., a Nevada corporation (the "Company") reflect all normal 
recurring ad1ustments, which management believes are necessary to present !&irly 
the financia position, results of operations, and cash fl~ws for the Company 
for the respective periods presented. Certain information and footnote 
disclosures no~lly included in the annual financial statements prepared tn 
accordance with generally accepted accounting principleB hav~ been condensed or 
omitted pursuant to the rules and regulations of the Securities and Exchange 
Commission for Form 10-0. These unaudited interim financial statements should be 
read in conjunction with the audited financial statements and notes thereto 
included in the Registration Statement on Form S-1 filed by the Company WLth the 
Securities and Exchange Commission. 

The balance sheet at December 31, 1997 was derived from the audited 
financial statements, but does not include all d1sclosLres required under 
generally accepted accounting principles. 

(2) PROPERTY AND EQUIPMENT 

Property and equipment consist of the following (in thousands): 

<Table> 
<Caption> 

MARCH 31. DECEHHER 
1998 1997 

31. 

................... ---------- - -
(UNAUDITED) 

<S> <C> <C> 
Building and property ... . ... . .... . ....... .. .... . 
5~&~1 tching equipment ............................ . 
Leasehold improve.aents ..... . ........... . ..... . . . 
Computer hardware and software .............. . . . 
Office equipment and vehicles .................. . 

s 258 $ 278 
23,326 21.621 

990 956 
1, 485 1.404 

348 300 . - - - .. .. . - - - - - - . 
26,407 24,559 

Less accumulated depreciation and 
amortization ................. . . . ......... . (2.184) (1,31 7 ) 

- - - .. - .. - -------
24,223 23,242 

S~&~itching equipment under construction .. . ...... . 10,198 1, 375 .. - ... -..... - .. - - - ... - -
Net property and equipment ....... . . . . . SJ4,421 $24,617 

··--·-- -------
</Table> 

( 3) DEBT 

Long-term borrowings at December 31, 1997 consist of the following 

<Table> 
<Caption> 

(IN THOUSANDS) 
<S> <C> 
13' Senior Secured Notes, due october 1, 2004, net of 

unamortized discount of $3,882......... . ... Sl 5 6. liB 
10' note payable in month! y 1n•ta1lm&nt.B throuyh F••l>rua r '/ 

1999 . . . .. . . . . . . .... . . . . . .. . .... . . ... . ... .. . . 441 
other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 8 

L~ss current portion ... . .......... . .... . ............ . . 

</Table> 

7 

156,637 
(Jill) 

$156 . 256 



Maturities of lonq-term debt for each of the next five years ending 
December 31, consist of the following: 

<Table> 
.::caption> 

<S> 
1998. . ................................. . ...... . . . . . .... . 
1999............. . . . . . ...... . .......... . .... . ..... . .... . 
2000. . . ................................ . .......... .. ... . 
2001 .................................... . .......... . . . . 
2002 and thereafter ..................... . ...... . ...... . 

</Table> 

(:N THOUSANDS) 
<'C> 

S 3 B 1 
117 

21 

156,118 

$156,637 

In September 1997, the Company completed an offering for 160,000 units 
consisting of $160 million of 13\ Senior Secured Notes due in 2004 and warrants 
to purchase 774,720 shares of common stock (collectively the "Offering"). 

The Notes bear interest at the rate of 13\ per annum, payable scmi-ar.nually 
in arrears on April 1 and October 1, commencing April l. 1998. As set forth in 
the Indenture pursuant to which the Notes were issued, the company is required 
to hold in a trust account sufficient funds to provide for payment in full of 
interest on the Notes through October 1, 2000. The accompanying financial 
statements reflect approximately $57.6 million as restricted investments as 
security for the interest payments on the Notes. In addition, the Notes are 
secured by a security interest in certain telecommunications equipment owned by 
t~e Company or which may be acquired in the future. As of December 31, 1997, the 
Notes were secured bi a security interest in telecommunications equipment with a 
net book value of $1 .1 million and restricted investments of S57.6 million {at 
fair market value). 

In conjunction with the Offering, the company engaged an investmen~ banking 
firm which determined a value for each warrant and share of common stock. 
Consistent with thil determination, the COIII1>any has allocated a portion ot the 
Offering proceeds to the warrants based on a value of $~.68 per share of common 
stock less the exercise price of $.02 per share for the warrant. 

The warrants are exercisable at any time on or after the earlie~ to OLCUr 
of (i) October 1, 1998, or (ii) the date on which a change io control occurs. 
The agreement pursuant to which the warrants were issued required an 
antidilution adjustment for stock issued through December ll, 1997 if the 
preferred stock offering was consummated at a price less than $5.00 per share . 
As further discussed in Note 5, the Company completed the preferred stock 
offering for $3.50 per share. Accordingly, the warrants issued ir. connection 
with the Offering were increased from 774,200 to 862,923 and have been 
reflected in the accompanying financial statements as of December )1, 1997 . 
Expenses allocated to the warrants in connection with the Offering were 
$141,000. The warrants expire on October 1, 2004. 

In conjunction with the Offering, certain persons deposited an aggre;ate of 
Sl5.0 million in escrow (the Common Stock Commi~ent), which funds were to have 
been applied to the purchase of shares of Common Stock in the event the Company 
failed to sell at least $15.0 million of preferred stock within a certain period 
ot time . Since sufficient preferred stock was issued within the time period . the 
investors received a return of their funds contributed to escrow . As a 
commitment fee for the Common Stock Commitment, the Company issued to all such 
persous contributing to the escrow funds warrants to purchase an agqreqatc of 
90,000 shares of Common Stock at $.02 per share. 

The Company has recorded the commitment fee as non-cash consideration in 
connection with the Offering. The value of the warrants issued as a commitment 
fee was determined based on a value of the Company's common stock at $4.68 per 
share less the exercise price of $.02 per share tor the warrant. All such 
warrants were exercised lc January and February 1998 . 

The Notes may be redeemed at the option of the company. in wholP. or in 
part , on or after October 1 , 2001, at a premium declining to par in 2003 , plus 
accrued and unpaid interest an1 liquidated damages, if any. through the 
redemption date as follows: 

8 



<Table> 
<Caption> 

<S> 

YUR 

2001 ............................................. . 
2002 .................................... . ........ . 
2003 and thereafter ............ . ............. . ... . 
</Table> 

PERCENTAGE 

<C> 
106 50 
103.25 
100.00 

In the event of a sale by the Company prior to October l, 2000 or it~ 
capital stock in one or more equity offerings, up to a maximum of 35\ of the 
aggregate principal amount of the Hotel originally issued will. at the option of 
the company, be redeemed from the net cash proceeds at e redemption price equal 
to 113' of the principal amount, plus accrued and unpaid interest and liquidated 
damages, if any, to the redemption date, provided at least 6S\ of the aggregate 
principal amount of Hotes originally issued remain outstanding immediately after 
the occurrence of such redemption. As of the date of these financial statements. 
management has no intention of redeeming the Notes prior to their stated 
redemption date. 

The Indenture contains certain covenants that among other things, lin.lt the 
ability of the Company and its restricted subsidiaries to incur addition~! 
indebtedness and issue preferred stock, pay dividends or make other 
distributions, repurchase equitr interests or subordinated indebtedness. acquire 
an aggregate of more than 20 Sv tches until consolidated earnings before 
interest, taxes, depreciation and amortization (EBITDA) is positive for two 
consecutive quarters (vith certain exceptions), engage in sale and lease back 
transactions, create certain liens, enter into certain transactions with 
affiliates, sell assets of the Company or its restricted subsidiaries. conduct 
certain lines of business, issue or sell equity interests of the Company's 
restricted subsidiaries or enter into certain mergers and consolidations. As of 
December 31, 1997, management believes it is 1n compliance with all debt 
covenants. 

In conjunction with the Offering, the authorized capital stock of the 
Company vas increased to 60,000,000 shares of common stock, $.001 par value per 
share, and 50,000,000 share of preferred $lOCk, $.001 par value per share . 

In January 1998, the Company tiled a reqistration statement offering to 
exchange the Notes (discussed in Note 3) for 13\ Series B Scoior Secured Notes 
Due 2004 under the Securities Act of 1933, as amended. Terms of the 13\ ~eries B 
Senior Secured Notes due 2004 are substantially the same as the Notes. The 
exchange was conaummated in March 1998. 

Associated vith the issuance of the Notes, expenses of 568,000 ~ere paid to 
a related party for charter services. 
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(5) REDEEMABLE PREFERRED STOC~ AND STOCKHOLDERS' EQUITY 

COMMON STOCK 

Io June 1997, the Company approved agreements with two key members of 
manaqement qranting them rlqhts to purchase a total of 150,000 shares at SJ.JJ 
per share and 165,000 shares at $4.17 per share. In both cases, the Company 
retains the right to repurchase these shares at their cost in the event ot 
termination of employment for any reason and has agreed to finance the purchase 
price of the shares purchasable at $4.17 per share over a period of three years. 
During September 1997, the •embers of management exercised their rights and the 
respective aforementioned shares were issued. The Company received $500,000 tor 
the 150,000 shares issued at $3.33 per share. The $688,000 owed to the company 
for the 165,000 shares issued at $4.17 per sl ~re has been classified in the 
accompanying statements of redeemable preferred stock and stockholders' equity 
as notes receivable from stockholders for issuance of common stock. 

During the three months ended March 31, 1998, the Company offered 99,840 
shares of $.001 par value Common Stock at prices ranging from $5.83 to S8.JJ per 
share, for total proceeds to the Company of $772,000. 

During the three months ended March 31, 1998, the Company approved 
agreements with 12 key members of management to purchase a total of 189,000 
shares of Common Stock. The purchase price of these shares ranged from $5.BJ to 
$8.33 per share. The $1,485,000 owed to the company is classified 1n the 
accompanying statements of redeemable preferred stock and stockholders' equity 
as notes receivable from stockholders for issuance of common stock. 

REDEEMABLE PREFERRED STOCK 

The Company has authorized the issuance of up to 50,000,000 shares of 
preferred stock. ID November 1997, the comfany designated 6,571 , 450 shares as 8\ 
Series A Convertible Preferred Stock (the Preferred Stock"). 

In November 1997, the company completed a private placement offering in 
which 5,148,570 shares of the Preferred Stock were issued at $3.50 per share, 
tor total proceeds to the Company of approximately $16.7 million, net ot 
expenses. Each share of Preferred Stock is ~onvertible into shares of Common 
Stock at aoy time at the option of the holder. In addition, each share of 
Preferred Stock ia automatically converted into Common Stock at its then 
applicable conversion rate in the event of a qualified firm-commitment 
underwritten public offering, as defined. 

In Januarr 1998, the Company completed an additional pri1ate placement 
offering in wh ch 1,422,857 shares of Preferred Stock were issued at $3.50 per 
share for total proceeds to the Company of approximatelr $5.0 million. net of 
expenses. The terms of the offering were substantially dentical to those of the 
previous preferred stock offering. 

Dividends on the Preferred Stock accu•ulate whether or not the Co~~any has 
earnings or profits, whether or not there are funds legally available for the 
payment of such dividends and whether or not dividends are declared. Except as 
may otherWise be required by law, holders of Preferred Stock are entitled to 
vote together with the holders of the Common Stock and not as a separate rlass 
and are entitled to elect two members of the Company's Board of Directors . 

Commencing at any time on or after October 2. 2004, at the option and 
written election of the holders of a majority of the outstanding shares of the 
Preferred Stock, the Company shall, subject to applicable law . redeem all of the 
outstanding shares of Preferred Stock at a price equal to the greater of (1) 
$3 . 50, plus an amount equal to any unpaid dividends thereon, or (2> the mark~t 
value of the Preferred Stock, on an as converted basis, determined by an 
independent appraiser. 

10 



( 5) COKHITH!NTS AND CO~NGENCIES 
LEASE OBLIGATIONS 

The Company has entered into various leasing agreements for its switching 
facilities and offices. The facility which houses the Company's headquarters in 
Las Vegas is owned by two of t he Company's principal stockholde=3 and director s . 
Management believes the terms and conditions of thi s agreement are equal to or 
better than the terms which would be available from an unaffiliated lessor . 

Future minimum lease obligations in effect as of December Jl , 1997 are a s 
follows (in thousands): 

<Table> 
<S> 

r~~~~~~ - ~~:~~: -~~~ - ~~~: - ~~~~~:-~~~~~: - ~~ ~ .......... ..... . 
1999 . ..... . . . ....... . .. ... ...... . .. . .... .. .... . . . .... . . . ... . 
2000 . . .. .. ........ .. . .... . . ....... .... .......... ..... . . .... . 
2001 . .. ....... . .. . . . . . .......... ..................... ...... . 
2002 ...... ... .. . ...... . .. . .......... . ................ ...... . 
Thereafter .. . . ......... . . ....... .......... . .. .. ......... . .. . 

</Table> 

<C> 

s 6i9 
64 3 
660 
633 
617 
478 

$3,710 

Rent expense was $207,000 for the year ended December 31 , 1997 . 

PURCHASE COMMITMENTS 

In the ordinary course of business, the Company enters into purchase 
agreements with its vendors of telecommunications equipment. · In Hay 1997 , the 
Company signed an agreement to purchase 20 Northern Telecom DHS-500 switc hes and 
related Access Hodes from its primary vendor . As of December JL 1997 , the 
Company had a total for all vendors of approximatelr $37 . 4 mi ll ion of remaining 
purchase commitments for purchases of switching equ pment . 

INTERCONNECTION AGR.EEME.NTS 

The Comnany has interconnection agreements with five incumbent local 
exchange car~ iers. These agreements expire on various dat es through July 2000. 

The Company is dependent on the cooperation o·t the incumbe nt local exchange 
carriers to provide access service for the oriqination and termination of lts 
local and long distance traffic . Hi.storically, these access charges can make up 
a significant percentage of the overall cost of prov iding these services . To the 
extent the access services of the local exchange carriers are used , the Company 
and its customers are subject to the quality of serv ice, equipment failures and 
service interruptions of the local exchange carriers . 

(6) RISKS AND UNCERTAINTIES 

Certa~n rates in the interconnection agreements have been established by 
the Federal Communicat ·ions Commission (FCC) and are subject to adjustment upon 
fi nal negotiations . The Company has recorded costs of sa.les related to the 
Sprint (Nevada) interconnection agreement at amounts which are managemen L's best 
estimates of the probable outcome of the final negotiated ra t es , whi ch are less 
than t he FCC established rates . The difference , which totals approximately Sl . l 
mi l lion at December 31, 1997 , has not been recorded in the accompanying 
financial statements . Management belie ves that the res olution of this matter 
will not have an adverse effect on the Company's financial position . r e sults ot 
operations , or liquidity. 
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( 7) SUBSEQUENT EVENT 

The Company's registration statement on Form S-1/A relating to the sale of 
3,500,000 ehares of common stock at $17.00 per share. was declared effective by 
the securities and Exchange Commission on May 11. 1998. The Company granted the 
underwriters a 30-day option to purct3se up to 525,000 additional shares of 
common stock. The offerln9 is expected to close on May 15. 1998. In conjunction 
with the initial public offering of the Company's common stock, the Companr 
effected a six for ten reverse stock split (the "reverse stock spli~"), wh ch 
has been reflected in the accompanying financial statements. The Company intends 
to pay cash for the repurchase of any fractional shares created by the reverse 
stock split. In addition to the reverse stock split, the Company's 6,571,427 
outstanding shares of Preferred Stock are to convert to 3,942.856 shares of 
common stock upon consummation of a qualified firm-commitment underwritten 
public offering, as defined. The conversion of the Preferred s~ock has not been 
reflected in the accompanying financial statements. 
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS 0~ FINANCIAL 
CONDITION AND RESULTS OF OPERATIONS 

OVERVIEW 

HGC began providing competitive local exchanqe services to small business 
and residential users in December 1996, and in February 1998. began offering 
long distance ser~ices in its existing markets. HGC's net~ork strateqy consists 
of purchasing and deploying svitching equipment, collocating equipment in ILECs' 
COs and leasing fiber optic transmission capacity from ILECs and other providers 
of c~unications transport services. currently, the company has switches fully 
operatio~al in Las Vegas and in selected suburban areas of Atlanta and Los 
Angeles. 

The Company's 1997 revenues vere primarily generated from local phone 
service, switched access billings and non-recurring char9es (principally 
installation charges). As a result of the introduction of long distance and data 
services in late 199?, the Ca.pany expects that a meaningful portion of its 
revenues will be generated from such services beginning in 1998. 

The Company's princlpal operating expenses consist of direct costs, 
operating costs and depreciation. Direct costs consist of access charges. line 
installation expenses, transport expenses, engineering costs and long distance 
expenses. Operating coats are comprised of sales and marketing, customer sel''lice 
and general and administrative expenses. As the C~pany expands into new 
markets, both direct coats and selling, general and administrative costs 
increase prior to achieving significant revenue. Significant levels of marketing 
activity may be necessary in new markets in order for the Company to build a 
customer base large enough to generate sufficient revenues to offset such 
marketing expenses. In addition, selling, general and admlniltrative costs m4Y 
increase in the short term after the Company enters a new market because many of 
the fixed costs of providinq service in new markets are incurred before 
significant revenue caD be expected from those markets. 

The development and expansion of the Company's business will require 
significant expenditures. The Companr•s capital expenditures primarily consist 
of the purchase of communications sw tching oDd associated equipment, the 
purchase of land for switching sites and the construction of bulldings or 
leasehold improvements to house svitches. As ~art of ita network strateqy, the 
Company has made the atrateqic decision to purchase and install Nortel DHS 500 
switches in each of its target markets. This strategy initially increases its 
level of capital expenditures and operating losses. However, over the long term. 
the Company believes this will enhance its financial performance. 

The Company has experienced operating losses and generated negative EBITDA 
since inception and expects to continue to generate negative EBITDA throuqh the 
year 1999 while it installs and expands ita networks and develops its business. 
There can be no assurance the c~panr's revenue or customer base will gro~ or 
that the Company vill be able to ach eve or sustain positive EBITD~. 

RESULTS OF OPERATIONS 

The followinq is a comparison of the first quarter 1998 with the fourth 
quarter 1997 and first quarter 1997. 

Quarter over Quarter Comparison -- March 31, 1998 vs. December 31, 1997 

Total operating revenues for the quarter ended March 31. 1998 were S2.8 
million as compared to $1.9 million for the quarter ended December 31, 1997. The 
increase from the fourth quarter 1997 to the first quarter 1998 is a result or 
the increase in the number of lines placed in service durinq the first quarter 
1998, the introduction of long distance service which commenc~d in February 
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1998 and the first full quarter of operations for the ~tlanta and Los Angeles 
markets. The Company had 20,924 lines in serv1ce at the end of the first 
quarter 1998 as compared to 15,590 lines in se~vice at the end of the fourth 
quarter 1997. 

Cost of operatinq revenues for the quarter ended March 31, 1998 was S2.4 
million as compared to $1.4 million for the quarter ended D~cember 31, 1997. The 
increase from quarter to quarter is due to the increased number of lines placed 
in service during the first quarter 1998 and the incurrence of network expenses 
associated with the Company's long distance product. 

For the quarter ended March 31, 1998. selling, general and administrative 
expenses totaled $J.6 million as compared to $2.5 million tor the quarter ended 
December 31, 1997. These expenses were incurred in connection with the marketing 
of the Company's services and the continued buildout of the Company's network. 
These expenses consisted primarily of payroll P.xpenses, provision for bad debts, 
professional fees And rents. 

Depreciation aod amortization expense includes depreciation on switching 
equipment as well as qeneral property and equipment. For the quarter ended Hftrch 
31, 1998 depreciation and amortization was $0.9 million as compared to $0.5 
million for the quarter ended December 31, 1997. This increase is a result of 
the Company's placing additional asset• 1n service during the first quarte, ~998 
in accordance with the planned buildout of its network. 

Interest expense for the first quarter 1998 totaled $5.5 million as 
compared to $5.4 million for the fourth quarter 1997. This amount is 
attributable to interest incurred on the Senior Secured Notes issued by the 
Company in late September 1997. 

Interest income was $2.2 million in both the fourth quarter 1997 and the 
first quarter 1998. The interest income is attributable to earnings on 
investments made in late September 1997 with the proceeds from the issuance of 
Senior Secured Notes. 

The Company incurred net losse~ of $6.3 m1llion and $5.7 million during the 
first quarter 1998 and the fourth quarter 1997, respectively. 

Quarter over Quarter Comparison-- March 31 , 1998 vs. March 31, 1997 

Total operating revenues for the quarter ended March 31, 1998 were S2.8 
million as compared to $0.2 million for the quarter end~d March 31, 1997. The 
increase from the first quarter 1997 to the first quarter 1998 is a result ot 
the addition of two markets to the Company's operating territory, increases in 
the number of lines placed in service and the introduction of long distance 
service during February 1998. The Company conducted business in Las Vegas ~nd 
selected suburban areas of ~tlanta and Los Angeles during the first quarter 1998 
as compared to Las Vegas only during first quarter 1997. The Company had 20,q24 
lines in service at the end of first quarter 1998 as compared to 3,801 lines in 
service at the end of the first quarter 1997. 

Cost of operating revenues for the quarter ended Horch Jl, 1998 was $2.4 
million as compared to $0.5 million for the quarter ended March Jl, 1997. The 
increase from quarter to quarter is due to the increased number of lines placed 
in service. opening the ~tlanta and Los ~nqeles markets and introducing the 
Company's long distance product. The Company beqan incurring network expenses 
associated with its long distance product during the first quarter 1998. 

For the quarter ended March 31, 1998, selling, general and administratlvc 
expenses totaled $2.6 million as compared to $0.9 million for the quarter ended 
March 31, 1997. These expenses were incurred in connection with the marketing of 
the Company's services and the continued buildout of the Company's network. 
These expenses consisted primarily of payroll expenses, provision for oad debts, 
professional fees and rents. 

Depreciation and amorti1ation expense includes depreciation on s~itchtng 
equipment as well as general propertr and equipment. For the quarter ended Ha•ch 
31, 1998, depreciation and amorti~at on was $0.9 million as compared to $0.2 
million for the quarter ended Korch 31, 1997. This increase is a result of Lhe 
Company placing additional assets in service during the twelve month period in 
occordance with the planned buildout ot its network. 
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Interest expense for first quarter 1998 totaled $5.5 million as compared to 
no interest expense being incurred during first quarter 1997. This amount Js 
attributable to interest incurred on the Senior Secured Notes issued by the 
Company in late September 1997. 

Interest income for the quarter ended Harch 31, 1998 was $2.2 million as 
compared to $0.1 million for the quarter ended Harch 31. 1997. The increase is 
attributable to earnings on investments made in late September 1997 with the 
proceeds from the isauence of Senior Secured Notes. 

The Company incurred net losses of $6.3 million and $1.2 million during the 
first quarter 1998 aod the first quarter 1997, respectively. 

LIQUIDITY AND CAPITAL RESOURCES 

The Company's operations have required substantial capital investment for 
the purchase of telecommunications equipment and the design and development of 
the Company's networks. Capital expenditures for the quarter ended Harch 31, 
1998 were $10.7 million. The Company expect& it will continue to have 
substantial capital requirements in connection with the (i) purchase of switches 
necessary for expansion of local exchange services and rrov1sioning of lonq 
distance services, and (ii) development ot new markets. Management expects 
capital expenditures of S84.6 million for fiscal year 1998. 

The Company has funded a substantial portion of these e~penditures througll 
the private sales of debt and equity securities. From its inception through 
March 31, 1998, the Company raised approximately $17.9 million from private 
sales of common Stock. 

In September 1997, the Company completed a $160.0 million offering of 
s~oior Secured Notes and warrants to purchase 862,923 shares of Common Stock 
(after giving effect to certain anti-dilution adjustments). At the closing of 
the sale of the Senior Secured Notes, the Company used approximately $56.8 
million of the net proceeds from the sale ot the Senior Secured Notes to 
purchase a portfolio of securities that has been pledged as security to cover 
the first six interest pa~nta on the Senior Secured Notes and the Company used 
approximately $3.1 milllon of the net proceeds to p~y accounts payable incurred 
in connection with the acquisition of equipment. In addition, the Company has 
greoted the holder• of the Senior Secured Notes a security interest in certain 
of the Company's telecommunications equipment. 

In November 1997 and January 1998, the Company issued an aggregate of 
6,571,427 shares of Series A Convertible Preferred Stock at $3.50 per shar~ for 
net proceeds of $21.6 million. The shares of Series A Convertible Preferred 
Stock will be converted into 3,942,856 shares of Common Stock upon consummation 
of a qualified firm-commitment underwritten public offering. 

The Company's Registration Statement on Form S·l/A relating to the sale of 
3,500,000 shares of common stock at $17.00 per share was declared effective by 
the Securities and Exchange Commission on ~Y 11, 1998, and public tr~ding of 
the Company's common stock commenced on Hay 12, 1998. This offering is expected 
to close 9n Hay 15, 1998. 

The substantial capital investment required to initiate the Company's 
services and the funding of the Company's initial operations has resulteJ in 
negative cash flow since the Company's inception. This negative cash flow is a 
result of the need to establish the Companr's switch-oased network 1n 
anticipation of connectinq revenue qener~t ng customers. The Company expects to 
contir 11e to produce negative caah flow throu9h the year 1999 due to expan~ion 
~ct1v:L1es associated with the develc~ment of the company's markets. There can 
be nc ~ssurance the Company will attain break-even cash flow in subsequent 
perioc~. until sufficient cash flow is generated, the companr will be required 
to uti~ize its current and future capital resources to meet ts ~ash flow 
requirements and may be required to issue additional debt and/or equity 
securities. nased up~n its current business plan, the Company does not expect to 
require additional financing; however, there can be no assurance the Company 
will not require additional financing, or as to the availability or the terms 
upon which such financing might be available. Moreover, the indenture governing 
the Senior Secured Notes imposes certain restrictions upon the Company's ability 
to incur additional indebtedness or issue preferred stock. 
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IMPACT OF ¥EAR 2000 

The ¥ear 2000 issue is the result of computer-controlled systems using two 
digits rather than four to define the applicable year. For example, computer 
programs that have time-sensitive software may recognize a date using "00" as 
the year 1900 rather than the year 2000. This could result in a system failure 
or miscalculations causin9 disruptions of operations, including, among other 
things, a temporary inability to process transactions, send invoices or engage 
in similar no~l busine•• activities. 

The Company believes its internal software and h~rdware system~ will 
function properly with respect to dates in the year 2000 and thereafter. The 
Company is in the process of contacting all of its significant suppliers to 
determine the extent to which the Company's interface systems are vulnerable to 
those third parties' failure to remediate their own ¥ear 2000 issues. 

IMPACT Of RECENTLY ISSUED ACCOUNTING STANDARDS 

In June 1997, the Financial Accounting Standards Board ("FASB"} issued 
Statement of Financial Accounting Standards ("SFAS") No. 130, Reporting 
Comprehensive Income. SFAS No. 130 requires companies to clas~ify items of other 
comprehensive income by their nature in a financial statement and display the 
accumulated balance of other comprehensive income separately from retained 
earnings and additional paid·in capital in the equity sections of a statement of 
financial position end is effective for financial statements issued tor fiscal 
years beginning after December 15, 1997. The Company has adopted SFAS No. 130 
durin9 the three month period ended March 31, 1998 and has determined that such 
Adoption will not result in comprehensive income different from net income as 
reported in the accompanying financial statements. 

In June 1997, the FASB iasued SFAS No. 131. Disclosure About Segments of 
an Enterprise and Related Information. SFAS No. 131 establishes additional 
standards for selment reporting in financial statements and is effective tor 
fiscal years beg nnlng after December 15, 1997. The Company currently operates 
as one segment. 

The American Institute of Certified Publi~ Accountants recently issued 
Statement of Position ("SOP") 98·5, •Reporting on the Costs of Start-Up 
Activities.• SOP 98-5 requires start-up costs, as defined, to be e~pensed as 
incurred and is effective tor financial statements for fiscal years beginning 
after December 15, 1998. The Company intends to adopt SOP 98-5, as required. 
and expense any previously capitalized start-up costs at that time. Management 
believes application of SOP 98·5 vill not have a material impact on the 
Company's financial statements. 
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PART II. 

ITEM 2. 

OTHER INFORMATION 

CHANGES IN SECURITIES 

During January 1998, the Company issued 1.422,857 shares of its series A 
convertible Preferred Stock to 35 investors who purchased the securities in o 
private placement. The qross proceeds of this private placement were 54,980,000. 
All of the securities were acquired by the recipients thereof for investment and 
with no view toward the sale or redistribution thereof. In each instance, the 
offers and sales were made without any public solicitation; the stock 
certificates bear restrictive legends; and appropriate stop transfer 
instructions have been or will be given to the transfer agent. No underwriter 
was involved in this transaction and no commissions were paid with respect to 
the sale of such securities. All i1auancee of securities under this private 
placement were made in reliance on the exemption from reglstration provided by 
Section 4(2) of the Securities Act of 1933 as transactions by an issuer not 
involving a public offering and Rule 506 under Regulation D promulgated under 
the Securities Act of 1933. 

In January and February 1998, the Company issued 90,000 shares of Commor. 
Stock to four pereons itwo of whom are Directors of the Company and the other 
two of whom are aiqnlf cant stockholders in the Companli who exercised warrants 
at approximately $.02 per share for a total considerat on of 51.500. These 
warrants were issued in September 1997 to these persons in consideration fo1 
their providing a commitment to purchase Common Stock of lhe Company in the 
event the Company failed to raise· at least 515.0 million through the sale of its 
preferred stock within a certain period of time. All of the securities were 
acquired by the recipients thereof for investment and with no view toward the 
sale or redistribution thereof. In January 1998, a former officer exercised 
options to purchase 7,200 shares of common Stock for a total purchase price of 
5i2,000. These issuances of securities were made in reliance on the exemption 
from registration provided by Section 4 (2) of the Securities Act of 1933 as 
transactions by eo issuer not involving a public ofterinq; the sales were made 
without any public solicitation; the stock certificates bear re~tr1ctive 
legends; and appropriate stop transfer instructions have be~n or will be given 
to the transfer agent. No underwriter was involved in these transactions and no 
commissions were paid. 

In March 1998, the Company issued 25~,000 shares of Common Stock to 11 
Executive Officers of the Company for a total consideration of $2,012,500, 
consisting of $562,500 in cash and $1,450,000 in three-year promissory notes. 
All of the securities were acquires by the recipients thereof for investme,t and 
with no view toward the sale or redistribution thereof. These issuances of 
securities were made in reliance on the exemption from reqistration provided by 
section 4(2) of the Securities Act of 1933 as transactions by an issuer not 
involving a public offerinq; the sales were made without any public 
solicitation; the stock certificates bear restrictive leqends; and appropriate 
stop transfer instructions have been or will be given to the transfer aqent. No 
underwriter was involved in these transactions and no commissions were paid. 

The above numbers of shares of Common Stock and per share pr1c~ therefor 
reflect a six for ten reverse split 1mplemenLed by the Company on Hay a. 1998. 

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K 

(a) Exhibits 

There are no exhibits being filed with this Quarterly Report on Form 10-Q. 

(b) Reports on Form B-K 

A Form 8-K dated as of February 6, 1998, was !iled with the Commission to 
report that the Company did not renew the enqaqement of KPHG Peat Harwick ~-LP as 
its independent auditors and that Arthur Andersen LLP has been retained as the 
Company's independent auditors. 
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SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934. the 
Registrant has duly caused this report to be signed on its behalf of the 
undersigned, thereunto duly authori~ed. 

Date: Hay 12, 1998 

Date· May 12, 1998 
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EXHIBIT B 

Statement of Managerial Fitness and 
Managerial Qualifications 

MGC COMMUNICATIONS, INC i.a managerially ql.i&lified to pro\ltde 

imerexchange tclecommunicatioll service ill Florida. MGC'• officen, directors IU1d management tam hu 

considerable experience iD marketing, ulea, Detwork operations, engineering, financail 

anaJysisla.ccounting, legal and rqula!ory, cualOmer service, training, IU1d other rele..,ant areas. MGC"s 

officers and m.anagen have a combiocd manaaeriaJ experience of well over 200 yean. AJ the resumes of 

MGC's key personnel reflect, lbcse indjvidualJ have wbllaDtial experience in ruon.ing major bwineu 

operations. Each member of MGC'1 manaaemeot team will chw upon his or her owo experience, as well 

a.s the collective eJtpcrience of the en~ manlllement team, to C'lllure that MGC is managed and operated 

effictc:ntly and profitably. 

Maurie~ J. GaJ.la&ber, Jr., 48, il the Chainnan of the Boetd of Din:cton1 and a founder of MGC, Inc. Mr. 

Gallagher wu inlllWnental in organizing MGC with Mr. Montgomery. Mr. Gallagher wu a founder of 

Valulet Airlines, loc. in 1993 and aervcd u a Director with Valujet from 1993 unul No..,ember. 1997 Mr 

Gallagher al.so held prior positiolll (PresidentiU1d CFO) with ValuJet from 1993 to 1994 and aervcd u 

Vtce Chatmlllll from 1994 to 1997. Pnor to that, Mr. Gallagher wu a founder and Pn:stdent of W1:11lA1r 

Holding Inc. ("Wea1Air'1, a commuter airline headquartered 111 Fresno, CaJtfomUl. WeslAIT was aold 10 

Mesa A1rhnes ("Meaa .. ) in June. 1992. Mr. Gallqher wu a member of the Mesa Board of Dtre<;lont from 

June: 19'f2 through Mu-ch, 1993 and aervcd u a Director of Subnucron Syatema, Inc. from Apral I YY7 unul 

No..,ember, 1997. 



• 
Nield J. Moatpmery, S2, hu bccm lhc Chief Executive Officer and Prea1dent and a member of lhe Ooard 

of DireciOfl oflhe Compuy tince he puticipated in it founding. Mr. Montgomery w over H yean of 

telephone experience, moat recenlly serving u Genero.l Manager for ICG from Apnl 1994 to June, 199~. 

In that capacity he wu rapoosible for developing ltnltei)' and deploying telephone sw1tchea nationally to 

position the OODlpUly to enter the local phooe aervicc business. Prior to that. Mr Montgomery served a.~ 

General Marketing aDd Sales Manager for Sprint/Centel (succeuor to Centel Nevada) ("Centel"). L>unng 

his 13 year Cauel c.reer from I 9?9 to 1993, he aerved in senior e~tecutive positions d.irectmg engineenng, 

oper11otions, bulincu office, aales, and marlr.et.ins functioM. Befo~ joining Centel. Mr. Montgomery held a 

variety of manapmcnl poaitioal with NYNEX. 

Timothy P. Flyu, 47 ,has aerved u a member of the Board of Directors of the Company since 1996. Mr. 

Flynn aerved u • member of the 8o8rd of DircclOrl of ValuJet Airlines, Inc. since he parttctpating in ita 

founding in 1993 until November, 1997. Prior to tlw, Mr Flynn wu Chairman of !he Board and CEO of 

WestAir Holding, Inc. He and Mr. Gallqber fOWlded WestAir in I 983 and operated it through June, 1992 

when it wu 10ld to Mea. Mr. Flynn wu a member of the Board of Dtrecton of Mesa from June. 1992 

through March, 1993. Mr. Flynn and Mr. Gallagher are affiliated in a nwnber of other transaction.,. 

J•ck Bucock, 61, baa served u a Member of lhe Board of D1rccton of the Company smcc 1996. Mr. 

Hancock wu Vice President ofSywtems Technology IIDd Exccut1vc Vice President, Product and 

Technology for PacBcU (from 1988 to 1993). Prior to joining PacBell, Mr Hancock wa.• hocuiiVe V1ce 

President for Infonnation Systems, Slralegic PluuUog, and Human Resources at Wells Fargo Bank (from 

1981 to 1987). Before thal, he wu Scaior Vice President for Management Information Sy•tems at 

Chemica! Bank (from 1978 to 1981). He ia a member of the DoardA of D1ra:ton of ~ventl puhlu: and 

private companies, including Union Bank of California (from 1994 to prea.ent) llJld Winaker Corpontuon 

(from 1994 to present). 
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DavMI Krafdd, .SO, 'ltiU elected 10 llei'VC: u a Direc1or of the Com.pany m February, 1998. Mr. Kronfeld 

is the fouoder of JX4B Mmqemeat Co., L.L.C., a venture capital finn, and hal managed t!A &ffain since 

199.5. Since 1989, Mr. Kroateld baa alao been a panna 11 Boston Capital Ventures, a venture capital fum 

where he specialized in tbe atlccouununicatioDI and software mdullries. Mr. Kronfdd was Vice President 

of Acqui.!litiona aDd Vc::ature lnve~tmcull at Ameritech. Prior to Ameritech, Mr. Kronfeld was a Senior 

Manager at Booz. Allen & Hamil10n, ao intr-rnatiOt..al management coruulung firm from 1977 to I 982 and 

a systems analyst at Elcclrollic Date Systcm1 from 1973 to I97S. 

Tbomu Neutaetter, 46, wu eleci.Cd to .ervice u a Director in Febnwy, 1998. Smce JaniW)', 1996, Mr 

Neustaetter lw been a principal in Tbc: Cbanerjce Group ("TCG"), an inveslment fum. Pnor to that, he 

was managing director and founder of Bancroft Capical (financial advisory se1 \"Ices) from January, 1996 to 

December, 1996 aud waa 1 managing director at Chemical Bank from 1990 to 199:'i. 

MJtcheU AUee, S 1, baa .erved u Vice Preaideot--lnfonnation Technology and Chtcf Information Officer 

of the Company •ince July, 1997. Although Mr. Allee •s ex.pected to devote the maJonty ofhts time to the 

Company punuant to an indepeodc:nt conlriCtor qrccment with Palm Centre Drive, Inc. ("PCDI"), he wrll 

continue to direct CMS Solutions (''CMS"), a company which he owns and serves as president Since Wl 

founding in 1985, CMS Solution. hu been 1 10ftware development company 11pectahzmg tn htgh volume 

financial tran88Ction software. CMS clicuiB bave ranged from the smallest Public Utility District in 

California to Unocal Corporation where CMS developed a nationwtd~ ChemtcaJ Distribution and 

Accounting System. CMS also developed the: f1nn ticketles.5 reservation system for VaJuJet Airlines. 

John Boer1ma, 37, hu aerved u Vice Preaidcnt of()perauon1 of the Companyamce May, 1997. He 

served a.s Vice President ofCarrier .Relations for ICG Telecom Group, hx. from 1996 to 1997. He was 

responsible for ICG'a relationship with local exchange canient and implemcntauon, purchue agrcemcntll 

and !lerVice qualtty and llef"Vcd u vice President, Northern Cahfomia Openu.ioru from April. 1994 to 
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Scplember, 1996. He joined Bay Area Transport, now a partofiCG Tc:lecom Group, in 1986 and held 

VllriOWI positions, inctuding respoDAibility for oven.JJ fUWICW IJld operational performance, mmeting 

management. new busineu development. regulatory affain, and information system~ development. He has 

been a member oflhc: Boerd ofDi.rccton of ALTS, and IICIVed aa the chairman of the aasociation's Tanff 

Committee from 1991 until February, 1993. 

Mkb•el E. Barke. 53, bu ICI"Vccl u Vice President-- Network 0pe11111om of the Company unce 

December, 1996. Mr. Burke bas over 27 yean of engineerinll and engineering proJect management 

experience in the telccommunicatioos industry, and &CJVed mOllt recently as a member of the Board cf 

Di.rccton and u Vice Preaideat-Networi: Dcaign for Conte! of California. Mr. Burk.:o also served in 

varioWI engineering DUIIlagc:mc.Dt roles with ConLinental Telephone Company, California Pac1frc Utilities, 

and General Telephone Company of California. 

DavidS. Clark, 37, bu served u Vice President, Marketing of the Company since May, 1997. Mr. Clari 

baa been in the telecommunications iDdu.stry for oir.: years, with responsibilities including engmeennp:, 

purchasing, product development, client acquilition and mamtcnanc,., ma.rtceung IUld advenumg. f-"rom 

1989 to 1997, Mr. Clark was employed by North American In TeleCom. hill hut position bemg Vice 

President of Commwtications Services. Prior to that, Mr. Clm held various management po!lltlons wuh 

national advertising asenciea. 

Kent F. Heymu 42, baa served as Vice President and General Counsel of the Company !imce June. 1996 

Mr. Heyman baa 17 years of legal experience, most recently as chairman of the litigation department and 

Senior Trial CoUDJel oflbe Dowling, Magarian, Aaron & Heyman Law F1rm Mr Heyman has !ICrvcd a.~ a 

California Superior Coun Judge pro tempore preeiding over trial, ~ettlcment wnference and other 

proceedings from 1990 to 1996. 
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James J. Harley m, 49 bu terVed as President, Midwest R.eHiOn of the Company Sine(: March, 1998. He 

previously served u Chief OperatinR Officer of Wireless Worb, Inc. in Chicago from 1996 to 1998. 

From 1992 10 1996, Mr. Hwiey wu President and Chief Executive Officer of Inn Room Systems. Inc. (a 

manufacturer of on-line room refrabment center). From I 976 to 1992, he held various finan~. 

administration and opentiona management positions with Centel corpoBtion. Mr. Hurley bc:gan his cuecr 

with Arthur Andcrlen and Company from 1970 to 1976. 

Thomu G. Keoqh, ~2. has served 81 Vie(: Preaident, Sales of the Company since December. 1996 and is 

responsible for all liLies. He bu over 20 years experience a..' a marlcetlDH and sales executive, serving most 

recently as Executive Vice President and Director of Sales for Jetsueam Aircraft, a subsidiary of Bntish 

Aerospace from 1992 to 1996. Mr. Keough alJo served in aenior marketin11 and sales mAABHement role~ 

with Beech Aircraft (from 1989 to 1992). Bombardier (from 1988 to 1989), Saab Aircraft of America 

(from 1983 10 I 988), and DeHavilland (from 1976 10 1983 ). 

Jame• MltcbeU, 37, bu served u President, Eaatem Region of the Company since February, 199!!. Mr 

Mitchell has over eight yean of telepbooe industry experien~. serving from 1990 10 1991! m vanou.!l $Ilks 

and marketing man&Rement roles with MCI, his lut position bc:inH Regional Sales and Ma.'"ketmg Manager 

for the Southwest Region. Prior to joining MCI, Mr. MitcbellllefVed 81 General P1.1tner and Ch1ef 

Fmancial Officer of Oak Value Pannen, (a private money management f1rrn) from 1987 to 1990 Mr. 

Mile hell began his career as an auditing IJI!IOCiate with Price Waterhouse m Philadelphia. 

Carol Mlttwede, 42, has served u Vi~ Preaident. Hwnan Resources since Janwuy, 199R. Her 

responsibilities include all upccts of buman I"CCIW'CC management for MGC M11. Mittwede luu spent the 

past 18 yt-ars working in the cuino indwuy in both human raollCCes and operationli. She waa V1ce 



President ofHu.mao Resources for the 2,000 room Flaminro Hihon m Laughlin, Nevada from 19!19 to 

1994. From 1994 10 1997, abe served u the Vice President and Genenll ManagCT of lhe Lu Vegas Hilton. 

Mark PetenoD, 42, bu aerved u Pusident, We~tem Region oflhe Company gince March, 1997. He 

previou&ly served aa head of corporaLc: atTain for both WeslAir Holding, Int.:., operating as United Ex.~ress 

in Fresno, California from 1988 to 1992 and for AirCaJ Airlines m Newport Beach. CaJ1fomia from 1978 

10 1982. He also aerved as marketing commu.nications manager with BanJ.: of America 1n San Francisco, 

worked u a marketi.Dg conaullant in Northern California and was an inslructor in bu~mess communJcallOns 

at California State University, Chico. 

David A. Rab.m, _.3, hlllaerved u Vice President of Network Development of the Company ~ince May. 

1996. Mr. R.ahm served u General CoWliCI ofChadmoore Wireless Group. Inc. from 199S IJJ 1996. Pnor 

to that, Mr. RUm served u DireciOr of Adminillration. Acting Director of Producuon and General 

CoWIKI of Sigma Game, Inc. from 1993 to 1994. Mr Rahm aJso ~~erved as AsstslB.nt Vice President. 

Manager of Marlteti.Dg, Credit, Leasinj and Adminisuation for Lodgistix, Inc. from 19!10 to 1990 

Walter J. Ruak, _.9,1w served u Vice President, Enginecnng since March, 1998. Mr. ~usak Knc:d llli 

Chief Technical Officer ofUniled Digital Network, Inc from 199fl to 199!1. Prev1ou!lly, Mr Ru~u was 

Senior Vice President and General Manager of California for I('G from 1995 to 199fl From 1991 to 1995, 

he was Vice Prcaidc:nt ofOpenuiolU for U.S. Long Distance, Inc. Mr. Ruu.k wu D&rector ot Domestic 

Network Engineerins for MCI from 19891() 1991. From 1970 lo 19119. Mr. Rusak held vanow. 

engmeenng management positions with RBOC1 and IXCs. 

LLDd1 Suabary, 36,1w aerved u Vice Preaidenr of the Company sm~ June, 1996 and Chtrf Fmanctal 

Officer since February, 1998. Ms. Sunbury bu over 12 yean BCCounting and admimstrauve cxpenenc~. 

having held similar po~itio1111 in the airline indu&uy. Mo1t recently, Ms. Sunbury w.u Vu;e President ,,f 

AdmmJsiTBtion for Bu..ineu f:.~~:preu,lnc. ("Bu.ineas E~~:preu") dba the Delta Connecuon from 1994 to 



1996. Prior to that, Ms. Sunbwy sen'ed., Controller for WestAir Holding h1c. operating as United 

Eltpi'CSI from 1988ao 1994. Ma. SUDbury began her caner with the ~ling finn ofKPMG Peal 

Marwick, LLPwbere abe was employed from 1911310 191!1!. 
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EXHIBIT C 

Statement of Technical Fitness 

MGC COMMUNICATIONS, INC. ia tec:hmcally qualified to provrdc 

interexc~ relecommunicalion ICTVice Ill Florida. MGC hu been provtdmg telecommunrcauoru KrVH:c 

in several alalel for many yean. Aa 1 provider of loc.l exchange and mterexchangc communication 

service, MGC bas adeqLll!e technical e~c:nce ILCid capabrhues to mamtam a successful openallon in 

Florida. 

MGC employs an outatmdmg team of c:ngineer11 and network Bpe<:tllli~tll Ct•llectrvely, ttli scmor 

technical peraonoel have deliancd, maD.IIied andlor operated lll.lvanced telec.ommunicationa facilities rn the 

United Stale~. EJthibit B detcribet the technical capabilities of select memben or MGC's management 

team. 



EXHIBIT D 

llviGC Communications. Inc. !-"lunda. P S C. l'l• I 

REGULATIONS AND SCHEDULE OF INTEREXCHANGE 

TELECOMMUNICATIONS CHARGES 

APPLYING TO END-USER 

COMMUNICATION SERVICES WITHIN 

THE STATE OF FLORIDA 

----~-----------· ·-·-· --. ·- ---
Issued: August II. 1998 Eflcctlve: 
Kent F. fleyman 
Y1ce Prestdcnt, General Counsel 
3301 N. Buffalo Drive 
Las Vegas, Nevada 89129 



MGC Communications, Inc. 

TITLE SHEET 

FLORIDA TELECOMMUNICATIONS TARIFF 

Flond11. P.S.<. ·. No. I 
Ongmal Sheet I 

Th1s tan IT contams the descriptions, regulations and rates apphcable to the fumtshmg of scrv1cc 
and fac1hlles for telecommunications services provided by MGC Commun1cauons. Inc .. with 
pnnctpal offices at 3301 North Buffalo Drive, Las Vegas, Nevada 89129. Thts tanff appltes for 
serv1ces ltimished within the state of Florida. This tariff is on file wtth the Flonda Pub he Servtce 
Comm1ss1on, and copies may be inspected, during normal busincs5 hours, at any of the Company's 
public offices. 

Issued: August II, 1998 
Kent I·. Heyman 
Va;e President, General Counsel 
330 l N. Buffalo Drive 
Las Vegas, Nevada 89129 

Effective: 



MGC Communications, Inc. 

CHECK SHEET 

Flonda P.S.C. r-..o I 
Ongmal Sheet 2 

The sheets listed below, which are mclusive of th1s tan fT. arc cffcctJvc as of the date shown at the 
bottom of the respective sheets(s). Original and rev1sed sheets as named below compnsc all 
changes from the original tariff and are currently m effect as of the date of the hottom of th1s page. 

SHEET 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

Issued: August II, 1998 
Kent F I kymun 
Vu:r President. lienerJ.I Counsel 
JJOJ N. Buffalo Drive 
Las Vegas. Nevada 8912Q 

REVISION 

Ongmal 
Ongmal 
Ongmal 
On gina! 
Original 
Ongmal 
Ongmal 
Or1gmal 
Ongmal 
Or1gana; 
On gina) 
Origmal 
Origmal 
Ongmal 
Ongmal 
Ongmal 
Origmal 
On gina! 
Ongmal 
Ongmal 
Or1gmal 

Effect1ve: 



MGC Communications, Inc. 

SYMBOLS SHEET 

The followmg are the only symbols used for the purposes md1cated below: 

D - Delete or discontinue information 

I - Change resultmg in an increase to a Customer's ball 

M - Moved from another tariff location 

N - New material 

R - Change resultang in a reduction to a Customer's bill 

I- Change in Text or Regulation but no change an rate or charge 

Flonda. P.S.C. No. I 
Ongmal Sheet 4 

:----:--------~~-----------:-:------- -- -----··-- --- - -
Issued: August I I, 1998 Effecta ve: 
Kent F. Heyman 
Vice President, General Counsel 
3301 N. Buffalo Drive 
Las Vegas, Nevada 89129 



MGC Communications. lnc. 

TARIFF FORMAT SH Ef:TS 

Flnnda. P.S.C No. I 
Ongmal Sheet 5 

A. Sbeet Namberbll - Sheet numbers appear m the up!Xf nght comer of the: page Sheets arc 
numbered sequentially. However, new sheets arc occasiOnally added to the tanff. When a new 
sheet is added between sheets already m effect, a dectmal1s added. For c:~tamplc. a new sheet 
added between sheets 14 and IS would be 14.1 . 

B. Sheet Revlsloa Numben - Revision numbers also appear m the: upper nght comer of each page 
These numbers are used to dctemunc the most current sheet version on file w1th the FPS( ·. For 
example, the 4111 revised Sheet 14 cancels the 3111 revised Sheet 14. Because of vanous suspension 
periods, deferrals, et&, the FPSC follows in their tariff approval process. the most current sheet 
nwnber on file with the Commission is not always the tanff page 10 effccl. Consult the Check 
Sheet for the sheet currently in effect. 

C. Paragr•pb Namberta1 Seqaeace - There arc mnc levels of paragraph codmg. Each level of 
coding is subservient to its next higher level: 

2. 
2.1. 
2.1.1. 
2.1.1.A. 
2.1.l.A.I. 
2.1. 1 .A.l.(a). 
2.1.l.A.l.(a).J. 
2.l.I.A.l.(a).l.(i). 
2.l.l.A.l.(a).l.(i).( 1 ). 

D. Cbec:k Sbeeta- When a tanff filing is made w1th the FPSC. an updated check sheet accompamcs 
the tariff filing. The check sheet lists the sheets contamcd m the tartff. \\'lth a cross reference to 
the current revision number. When new pages are added. the check sheet ts changed tn rcllcct thr 
revision. All revisions made in a given fihng arc dcstgnated by an astcnsk (•). There will be no 
other symbols used on this page if these are the only changes made to 11 (t.c: .• the format, etc. 
remains the same, just revised revision levels on some pages). The tanff US("r shou:d refer to the 
latest check sheet to fmd out ifa particular sheet 1s the most current on falc w1th the FPSC. 

Issued: August I l. 1998 
Kent F. Heyman 
V1cc President, General Counsel 
330 I N. Buffalo Drive 
Las Vcgll5, Nevada 89129 

Effective: 



MGC Communications, Inc. Flonda. P.S.C. No. ' 
Ongmal Sheet 6 

SECTION I -TECHNICAL TERMS ANQ ABBREVIATIONS 

Access Lmg; A Telephone facility whtch pennit.s access to and from both the Customer's premtscs 
and the telephone exchange or serving central office. 

AQllhcant: A person who applies for telecommunications ~tee. Includes persons scekmg 
recormection of their service after Company-tniti.ated tcmnnation. 

Business Seryjcs;; Determination as to whether or not Customer's ~tee should be classtfied as 
Business will be bued on the chanacter or ~ to be made of the service. The pract1ce of advc:rttsang a 
telephone nwnber in newspapers, business cards, or on trucks shall be a contributmg, but not an 
exclusive factor in determining the classification of service. Service will be classtfied as Bu:.tness 
service where the use is primarily or substantially of a business. professiOnal. rnstrtuttonal. or 
otherwise occupational nature. 

Calling Card: 1be term "Calling Card" denotes a balling arrangement where a call may be charged to 
an authorized Telephone Company Calling Card Number. 

Central Office: A switching unit in a telephone system which provtdes servtce to the gc:ncrul public, 
having the necessary equipment and opentting arrangements for terminating and antcrconnecllng 
Customer lines and trunks or trunks only. There may be more than one central office an a bUJidmg or 
exchange. 

Compaoy: MGC Communications, Inc. (MGC), the issuer of thio; tariff. 

Cystomq: The person, fum or corporation which orders servtce and ts responsibll ..>r the payment of 
charges and compliance with the tcnns and conditions of this tanff. 

Jnterc:xchange Carrig CIXCl or ln(mxcbange Cqmmon Canjer: Any mdmdual, partnership, 
association, joint-stock company, trust. governmental entity or corporatiOn engnged for htre m mterstate 
or fore1gn communication by wire or radio, between two or more exchanges. 

~A Local Access and Transpon Area established pursuant to the ModtficatiOn of ftnal 
Judgment entered by the United States District Coun for the Dtstnct of C'olumbta tn Crvtl Action No. 
82-0 192; or any other geognlphic area designated as a LATA rn the National Exchange Carner 
Association. Inc. Tarifff.C.C. No.4. 

Network: The Company's facilities, equipment, and services provtded under th1s Tanff. 

------------------------------· --·- - .. -- ---· 
Issued: August II. 1998 
Kent F. Heyman 
V1ce President, General Counsel 
3301 N. Buffalo Dnve 
Las Vegas, Nevada 89129 

Effective: 



MGC Communications, Inc. Flondu. P.S.l'. No. I 
Onginal Sheet 7 

SECDON 1-TECHNICAL TERMS AND ABBREVIATIONS (Cont'd) 

NSF Check: Any negotiable instrument returned by a bank. savmgs mstttut1on, or other cilg1bl~ 
mstitution which is retum.ed by that mstitution with one of the following mstrucuons: non sufflc1cnt 
funds, uncollectible funds, account closed, account frozen. no account . 

Resjdence Seryjce: Service will be classified as res1Jence service where the busmcss use. •f any. 1s 
merely incidental and where the major use is of a social or domestic nature. 

Telecommunjcation Relay Scryice: Any telecommunications transmissaon serv1ce that allows a 
person who is hearing or speech impaired to commun1cate by wire or rad1o m a manner that 1r, 
functionally equivalent to the ability of a person who is not hearing or speech ampa1red. Such tcm1 
mcludes any service that enables two-way commumcation between a person who uses a 
telecommunications device or other nonvmce terminal device and a person who does not use such a 
device. 

V and H Coordinates Me\bod: The term "V and H Coordmates Method" denotes a method of 
computing airline miles between two points by utihzmg an established formula wh1ch IS based on the 
vertical and horizontal coordinates .of the two pomts. 

Issued: August I I. 1998 
Kent F. Heyman 
V1ce President, General Counsel 
3301 N. Buffalo Dnve 
La~ V cgas, Nevada 89129 

Effecuve: 



MGC Communtcations, Inc. 

SECOON 2 - RULES AND REGULATIONS 

2.1 Undertaking oftbe Compaoy 

Flonda. P.S.C. No. I 
Ongmal ShC'•:t S 

The Company undertakes to furnish commumcahons scrvtce pursuant to the tenns of th1s 
tariff in connection with one-way and/or two-way informatiOn transm1ss1on between pomts 
within the State of Florida. 

The Company shall be responsible only for the installation. operation and mamtenance of the 
service that it provides. The responsibility of the Telephone Company shall be hm1ted to the 
provision of services under this tariff and to the maintenanc-e and operation of such scrv1ce m 
a proper manner. 

Customers and end users may use services and facilities provtded under th1s wnff to obtatn 
access to services offered by other service providers. The selling of IXC tclc:commumcatlon 
service to uncertificated IXC rnellers IS prohibited per Flonda Admmtstrattvc Code, rule 25-
24.4701. The Company is responsible under th1s wnff only for the services and fac1h11es 
provided hereunder, and it assumes no responstbility for any serv1ce provided by any other 
entity that purchases access to the Company network in order to ongmatc or tenmnall."' us own 
services, or to communicate with its own customers. 

Services IU"e provided 24 hours daily, seven days per week unless otherw1se stated. 

2.2 Limitations 

2.2.1 1bc Customer may not assign or transfer the usc ol scrv1ces prov1ded under th1s tanff 
except, where there 1s no interruption of usc or relocatton of the services, such 
assignment or transfer may be made to: 

(A) another Customer, whether an individual. partnership, assocJatJon or corporauon, 
provided the assignee or transferee expressly assumes all outstandmg 
indebtedness for such services, and the unexpired port1on of the mmimum penod 
and the termination liability applicable to such services, If any; or 

(B) a COlDt appointed receiver, trustee or other person acung pursuant to law m 
bankruptcy, receivership, reorganization, Insolvency, hqUJdatlon or other s1mtlar 
proceedings, provided the assignee of transferee expressly assumes the unexpm:d 
portion ofthc minimum period and the tcrmmation liabihty applicable to su~:h 

services, ifa.ny. 

Issued: August II, 1998 
Kent F Heyman 
Vice President, General Co~d 
3301 N. Buffalo Dnve 
Las Vegas, Nevada 89129 

Effective: 



MGC Communications, Inc. Florida. P.S.C. No. I 
Ongmal Sheet 9 

SECllON 2- RULES AND REGULATIONS- CONT'D 

2.2 Limitations (Cont'd) 

2.2.1 (Cont'd) 

In all cases of assignment or transfer, the written acknowledgment of the Tclc:phvnc: 
Company is required prior to such assignment or transfer wh1ch acknowledgment shall 
be made within 15 days from the receipt vfnotification. All regulut1ons cond1t1ons 
contained in this tariff shall apply to such assignee or transferee. 

The assignment or transfer of services does not relieve or d1sc-hargc the uss1gnor or 
transferor from remaining jointly or severally liable with the ass1gnec: or transferee for 
any obligations existing at the time of assignment or transfer. 

The use and restoration of SCTVices shall be in accordance w1th Pan 64, Subpart D. 
Appendix A, of the Federal Communications Commisswn's Rules and Rc:gulat1ons, 
which specifie-s the priority system for such actiVIties. 

Subject to compliance with the above mentioned rules, where a shortage or avat!Jbtllty 
of facilities or equipment exists is i·nsufficient at any time. to meet the serv1cc: 
requirements of an IC either for temporary or protracted periods. the scrv1ccs ofTercd 
herein will be provided to ICs on a first come first served bas1s pc:r date of :...:rv1cc order. 

2.2.2 All facilities provided under this tariff are directly controlled by MGC and the Customer 
may not transfer or assign the use of service or facilities without the express wnttcn 
consent of the Company. Such transfer or aSsignment shall only apply where there 1s no 
mterruption of the use or location of the service or faclliucs. 

2.2.3 Prior written permission from the Company is required before any ass1gnmcnt or 
transfer. All regulations and conditions contained in this tanff shall apply to all such 
permitted assignees or transferees, as well as all condttlons of serv1cc:. 

2.3 ~ 

Services provided under this tariff may be used for any lawful purpos(' I(Jr wh1ch the scrv1cc •~ 
technically suited. Customers or Subscribers reselling or rebllhng the Company's FlonJil 
mtrast.ate service must have ll Certificate of Pubhc conventcn~.:c and Necessity as an 
mtc:rc:xchangc carrier from the Florida Pubhc Service Comm1ss1on. 

Issued: August II, 1998 
Kent F. Heyman 
Y1cc: President, General Counsel 
JJOI N. Buffalo Drive 
Las V c:gas, Nevada 89129 

Effective: 
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SECDON 2 - RULES AND &EGULAIIONS -- CO NT' D 

2.4 Liabjlitv of the Cpmpany 

2.4.1 The liability of the: Company, if any, for damages ansmg out of m•sLakc:s, om•ss1ons, 
interruptions, delays, errors, or defects m transmission dunng the course of fum1shmg 
service shall in no event exceed an amount proportionate: to the charge to the 
Customer for the service during the period when such m1stakc:s, om•ss1n'1s 
interruprion6, delays, errors, or defects m transmission occulTed. The remedy of the: 
Customer with respect to the: prov1sion of service by the Company shall be lim•tc:d to 
that expressly prov1dcd herein to the exclusion of any and all other remedies. No 
agreement varying or extending such warranties, the rc:mc:dic:s e;l(pressly prov1dc:d, or 
these limitations, will be binding upon the Company unless m wnung and s1gned by 
the Company and the: Customer. 

2.4.2 The Company shall not be liable for any indirt:ct, special, mc1dc:ntal. pun1t1ve, or 
consequential damages under this tariff including, but not hm1ted to, loss of revenue 
or profits, for any reason whai.SOCver, mcludmg any delay or mterrupuon of serv1~:e or 
any failure in or breakdown of facilities associated with the sc:rvu:e: or for any 
mistakes, omissions, delays, errors or defects in transmission occumng In the: 
coune of furnishing service, except as specified herein. The: Company's hab1hty for a 
Company's direct damages incurred as a direct consequence: of a serv1cc: mterrupuon ur 
the failure ofthe Company to perfonn shall in no event exceed an amount equal to ttu.: 
which the: Company would have othC1Wlse pa1d for the pcnod that the serv1cc: was nol 
provided during which the Company has failed 10 perform. 

2.4.3 The Company will not be responsible for any lost profits of the subscnbcr or agamst 
the subscriber by any other party. However. any such mtstakc:s, om1ssions. 
interruptions, delays, errors, or defects in transmission or serv1ce which arc: caused by 
or contributed to by the negligence or willful act of Customer, or wh1ch ansc: from 
facilities or equipment used by Customer. shall not result m the lmp<lsltlon of any 
liability whatsoever upon rhe Company. 

2.4 .4 The Company is nollJablc: for any act, omiSSion, or nc:ghgence of any local exchange 
or interexchange carrier or other prov1der whose facilities arc used in fum1shmg any 
portion of the: service received by Customer. The Company 1s not hablc: for the 
quality of service provided by any local c"changc: or other mtc:rc:xchangc c:om~r 

2.4.5 Under no circumstances whatsoever shall rhe Company or its officers. agenrs, or 
employees be liable for indirect, incidental, special, pun1t1ve, or conscqucnttal 
damages, however caused. and regardless of theory of liability. 

l~sucd: August II. 1998 
Kent .F. Heyman 
Ytcc: Pres•dc:nc, General Counsel 
330 I N. Buffalo Drive 
Las vegas. Nevada 89129 

Effective:: 
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SECTION 2 - RULES AND REGULATIONS - CONrD 

2.4 Liability oftbe COJDD8Dy (Cont'd) 

2.4.6 The Company is providing service Wlthout respect to the volume, quant1ty, content or 
value of signals transmitted over the service. The payments prov1ded to the Company 
are based solely on the value of the service, and are unrelated to the nature, content, 
volume or value of any signals or communications transmmcd over the scrv1ce. The 
Company is not liable for losses that may occur m cases of malfunctiOn or nonfunct10n 
of the service or the Company's facilities, even tf due to the Company's neghgence, 
gross negligence or failure of performance, except as expressly prov1ded herem. The 
Company is not an insurer. Insurance, if any, coverinl!', personal inJury, property loss or 
Joss of revenue or busineas advantage shall be: obtamed and mamtained by Customer 1f 
desired by Customer. 

2.4.7 It would be impractical and extremely difficult to fix actual damages wh1ch may ansc 
in situations where there may be a failure of the service, due to the uncertam nature of 
the volume, nature, content and value of messages, signals or commumcat1ons 
transmitted over the BeTVicc:. Therefore:. 1f any liabilHy is Imposed on the Company, 
such liability shall be: hmited to the amount expressly siJI~d herem. The payment or 
credit of this amount shaJI be the Company's sole and exclustve habllny regardless of 
whether loss or damage is caused by the perfonnance or nonperformance: of the 
Company's obligations Wlder this agreement, or by negligence or gross negligence, 
active or otherwise, of the Companv. 1ts employees, agents or represcniJitl ve!>. 

2.4.8 The Company shall not be liable for any failure, delay or antcrruphon of scrv1cc 
hereunder due to causes beyond its control including, but not limned to. ciVIl 
disorders; labor problems; and fife, flood, atmospheric conditions or other 
phenomena of nature, such as radiation. In add1t10n. the Company shall not be hablc 
for any failure of performance hereunder due to necessary network rt'configur.lllo.P.: 
system modifications due to technical upgrades; or regulations esiJibhshed or act1ons 
taken by any court or government agency havmg Jurisdiction over the Company. 

2.4.9 The Company shall not be: obligated to refund any overpayment by a usc; unless a 
written claim for such overpayment, together w1th substantialmg ev1dence wh1ch will 
allow the Company to venfy such claim, is submmed w1thtn one ( I) year of the alleged 
overpayment. 

2.4.10 The Company makes no represenllltion or warranty. express or 1mphcd (mcludmg. 
wnhout limitation, an implied warranty n:gardmg merchantability or fitne~s for a 
particular purpose), regarding any service provided under th1s tanll The Company 
expressly disclaims all such warranties. 

- .. ____ ., --------------~~--------

Issued: August II, 1998 Effect1ve: 
Kent F. Heyman 
Vtce Prestdcnt, General Counsel 
3301 N. Buffalo Drive 
Las Vegas, Nevada 89129 
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SECDON 2 - RULES AND REGULATIONS - CO NT' I> 

2.4 Ljabilitv of the Comoany (Cont'd) 

2.4.11 The Company shall not be liable for: 

(A) libel, slander or Infringement of patents. trade secrets or copynghts ansmg from 
or in connection with the transmtssJon ofcommumcatzons by means of Company­
provided faciiities; 

(8) infringement of patents. trade secrets. or copynghts anslllg trom the ~:ombmataon 
or use of the Company-provtded facahttes w1tt- Customer-provaded faclltt1es or 
services; 

(C) any claim arising out of any act or omtss1on of the Customer or any other entuy 
furnishing services or facilllles for use m conJunctton w1th serncc:s or fact hiles 
provided by the Company; 

(D) unlawful or unauthorized use of the scrvtce or the Company's facilities. 

(E) any claim arising out of a breach m the pnvacy or secunty of communH.:at1ons 
transmined over the Company's facJ1111es . 

2.4.12 Tile Company assumes no responsibility for the availability or pcrformam:e of any 
facilities or services under the control of other entitles, or for other facallt1e~ or 
servic-es provided by other entities used for serv1ce to the ( 'ustomcr, e.>;cept to th~: 
extent that such nonperformance or non-avallabahty IS the result of a w•llful act of the 
Company. The Company is not liable for any act or om1ss1on of any other company 
furnishing a portion of the facilities or servaces used to provade serv1cc to Customer; 
such facilities are provided subject to such degree of protection or non-precmptabllaty 
as may be provided by the other entitles. 

2.4. I 3 Any claim of whatever nature against the Company shall be deemed conclum·dy as 
having been waive.d unless presented m v.ntmg to the Company w1thm nm1.·ty (9{JJ 
days after the date service was affected. 

2.4.14 Customer shall defend, indemn1fy and hold the Company harmless of and from any and 
all liability, loss, claims, costs, demands, damages, or expenses disclaimed herc111 
an sing out of or in connection with the provision of scrv1ce by the Company lo 

Customer, and shall pay all expenses and satisfy all judgments whH:h may he am·wn·d 
by or re.nd«ed against the Company m connectiOn therew1th. The< 'ompun:r !.hall 
notify Customer of any such suit or duun agu111st the Company. 

Issued: August II, 1998 
Kcn1 F. Heyman 
V1cc President. General Counsel 
330 I N. Butlalo Dnve 
Las Vegas, Nevada 89129 

EITect1ve: 
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SECJ]ON 2- RULES AND REGULATIONS- C'ONT'D 

2.4 Ljabjhtv of the Company (Cont'd) 

1.4.15 The Company shall not be liable for, shall be excused from perfonnan1;e dunng. und 
the Customer shall not be liable for charges related to the Company's cll.cuscd 
perfonnance during any failure of performance due to causes beyond Its control, 
including, but not limited to, Acts of God, fires, floods, earthquakes, humcanes, or 
other catastrophes; national em~gencies, insurrections, nots or wars; stnkes, lockouts, 
work stoppages or other labor difficulues; unavailability or non-perfonnance of 
facilities provided by others; and any law, order, regulauon or other act1on of any 
govCTlllng authority or agency thereof. 

2.4.16 The Company shall not be liable for any damages, mcludmg usage charges, that 
Customer may incur as a result of the unauthorized use of its Authorization Codes by 
others. The unauthorized use of Customer Authonzat10n Codes includes. but 1s not 
limited to, the placement of calls utihzing Customer's Authonzat1on Codes wlthout the 
authorization of Custom~. CuslOmer shall be fully liable for all such usage charges. 

2.5 Interruotion ofSery:jce 

2.5.1 Credit allowance for the interruption of serv1ce that ts not due to the Company's 
testing Pr adjusting, ~gligence of the C'w.LOmer, or to the failure of channels or 
equipment provided by the Customer, are subject to the genCTal liability proV1slons 
set forth in 2.3.1 herein. It shall be the C•tstomer's obligation to notify the CompWly 
immediately of any service interruption for wh1ch a credit allowance 1s des a red. 
Before giving such notice, the Customer shall ascertam that the trouble IS not bemg 
caused by any action or om1ssion by the Customer w1thm hts con~rol. 1f any, 
furnished by the Customer and connected to the Company's fac1ht1es. No refund or 
credit will be made for the time that the Company stands ready to repa1r the ser.·tcc 
and the subscriber does not provide access to the Company for such restoratiOn work. 

2.5 .2 No credit shall be allowed for an interruption of a contmuous duratmn of less than 
twenty-four hours after the subscriber notifies the Company. 

2.6 Discontinuance of Service by Carner 

2.6.1 The Company, upon five(~) worktng days wnllen nofJCe to the Customer. may 
d1scontinue service or cancel an application for service without mcurnng any hab1hty 
for any of the following reasons: 

(A) Non-payment of any sum due to the Company for regulated scrvu.:c fnr more than 
th1ny (30) days beyond the date of the rendJt1on of the bill for such serv1ces. 

Issued: ,\ugust II, 1998 
Kent l- Heyman 
V u.:c Pn:s1dent, General Co~J 
3301 N. Buffalo Drive 
Las Vegas, Nevada 89129 

Effective: 
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SECDON 2- RULES AND REGULATIONS - CONT'D 

2.6 Disconhnuapce of Service by Canjer (Cont'd) 

2.6.1 (Cont'd) 

(B) A violation of any regulation governing thr service under th1s tantT. 

(C) A violation of any law, rule, or regulation of any government authonty haVlng 
jurisdiction over such service. 

(D) Tite Company has given the Customer notice and has allowed a reasonable time to 
comply with any rule, or n:medy, and deficiency as stated m Rule 25-4.113. 
F.A.C., Refusal or Discontinuance of Service by Company. 

2.6.2 When a Customer or Applicant fails to esiAblish a satisfactory credtt htstory, the 
Company may, in order to safeguard i!S interest, require a deposit to ensure payment 
of charges. ~ fact that a deposit has been made in no way relieves the Applicant or 
Customer from complying with the Company's regulations and the prompt payment 
of bills on presentation. 

The Company may n:fuse service if satisfactory credit is not estabhshed and may 
deny or discoMecl service if a deposit is not pa1d when requested by the Company. 

2.7 IDn 
All state and local taxes (t.e., gross recetp!S tax, sales tax, mumcipal utlhties tax) are hsted as 
separate line ileTm and an: not included in the rates quoted to customers. 

2.8 Terminal Eoujpment 

The Company's facilities and SCTV1ce may be used with or tenmnated m Customer-provided 
temunal equipment or Customer-provided communications systems, such o.~s a PBX, key systems 
or Pay Telephones. Such terminal equipment shall be furnished and maintamed at the upcnsc: of 
the Customer, except as otherwise provided. The Customer 1s responsible: for all costs at h1s or her 
premises, including personnel, wiring, electrical power, and the like, mcurred in the use of the 
Company's service. When such terminal equtpment 1s used, the equ1pment shall comply w1th the 
generally accepted minimum protective criteria standards of the telecommumcauons mdustry as 
endorsed by the Federal CommUilication Commission. 

2.9 Bi!hng of Calls 

All charges due by tJ-.e Customer an: payable at any ag~cy duly authorized to receiVe such 
payments, including the Company's local business offices. Any objection to b11led charges 
should be promptly reported to the Company. Adjustments to customers' b1Us shall be made: to 

the extent tha! records are available anG'or circumstances ex 1st which reasonably indicate that 
such charges are not in ~cordance with approved rates or that an adjustment may otherw1se be 
appropnatc. 

Issued: August 1 I, 1998 
Kent F. Heyman 
V1ce Pres•dent, General Counsel 
DOl N Bunolo Dnve 
Las Vegas, Nevada 89129 

Effective: 
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SEC1JQN 2 -RULES AND REGULATIONS - CONT D 

2. I 0 Installation and Tmnination 

Service is installed upon mutual agreement between the Customer and the Company. The 
agreement will determine terms and conditions of installation, tenmnat10n of scrv1ce. and 
conditions of installation, any applicable: sales commission structw-c. and sales comm1ss10n 
payment schedule. 'The service agreement docs not alter rates spec1lied m th1s tanff. 

2. 11 Payment for Service 
The Customer is responsible for payment of all charges for services and equ1pment fumtshed to 
the Customer or to an Authorized User of the Customer by MGC. All charges due by the 
Customer are payable to the Company or to any agency duly authonzed to recetve such 
payments. The billing agency may be a local exchange telephone company, interc:xchange 
carrier, or other billing service. Terms of payment shall be according to the rules and 
regulations of the agency and subject to the rules of regulatory agencies, such as the FPSC. 
Any objections to billed charges must be reported within 60 days of r«etpt to the Company or 
the Company's billing agent or bill will be constdered final. AdJustments to Customer's bills 
shall be made to the extent that circumstances exist whi&.:h reasonably indtcate that such 
changes are appropriate. 

2. 12 Deposits 

2.12.1 To safeauard illi interests, the Company may requ1re a Customer to make a deposit to 
he held aa a guarantee for the payment of charges. A deposit docs not relieve the 
Customer of the responsibility for the prompt payment of bills on presentation. The 
deposit will not exceed an amount equal to: 

(A) two month's charges for a servict" or facility that has a mmimum payment pcnod 
of one month; or 

(B) the charges dust would apply for the minimum payment penod for a scrv1ce ur 
facility dust has a minimum payment period of more than one month; except that 
the deposit may include an additional amount m the event that a tenmnatton 
charge is applicable. 

2.12.2 When a service or facility is discontinued, the amount of a deposit, tf any, will be 
applied to the Customer's account and any credit balance remaining will ~ 1efunded. 
Before the serv1ce or facility is discontinued, the Company may, at tts opt10n, return the 
deposit or credit it to the Customer's account. 

2 .12.3 Deposits held will accrue interest at a rate in accordance with the rules of the Flonda 
Public Service Conuniss1on without deductions for any taxes on such depos1ts. Interest 
will not accrue on any deposit al\er the date on which reasonable effort has ~en made 
to return it to the Customer. 

Issue<..l: August II, 1998 
Kent F. Heyman 
Y1ce Prcs1dent. General(. ounsel 
.DO\ N. Bullolo Dnve 
La~ Vega!>. Nevada 89129 

Effective: 
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SECTION 3 - DESCRitllON OF SERVICE 

3.1 Tjmmg ofCal!s 

3.1.1 When Billjmr Cbaares Begin and End for Phone Calls 

Florida. P.S.C. No. I 
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The Customer's long distance usage charge is based on the actual usage of the 
Company's network. Usage begins when the called party picks up the receiver (t.e .. 
when 2-way communication, often referred to as •·conversation time" 1s posstblc). 
When the called party picks up is detennineJ by hardware answer supervision in 
which the local telephone company sends a signal to the sw1tch or the software 
utilizing audio tone detection. When sofiwan: answer supervision is employed, up to 
60 seconds of ringing is allowed before it is billed as usage of the network. A cnllts 
tCTTninated when the calling or called party bmgs up. 

3.1.2 Billing lncremepts 

Toll calls are billed in six second increments wtth a six second mtmmwn. Customer 
billing 1s rounded to the next whole cent. 

3.1.3 Uncompleted Calls 

There shall be no charges for uncompleted calls. 

3.2 Calculation of Distance 

Usage charges for all mileage sensitive products are based on the a1rline distance between 
rate centers associated with the originating and terminating pomts of the call. 

The airltne mileage between rate centers is detcmuned by applymg the fonnula below to 
the vertical and horizontal coordinates associated with the rale centers rnvolvcd. The 
Company uses the rate centers and associated vertical and honzontal coordinates that are 
produced by Bell Communtcations Research tn their NPA-NXX V & H Coord1nates 
Tape and Bell'!> NECA TariffNo. 4. 

FORMULA: 

10 

-----~~--~----------- -----~----------- ·- --· 

Issued: August I I. 199!\ 
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SECTION 3 - DESCRJPIION Of SERVICE - CONT'O 

3.3 Minimum Call Completion Rate 

A Customer can expect a call completion rate (number of call completed/number of calls 
attempted) of not less than 90"/o during peak use penods for all FGD sen·•ccs (''I+" d1ahng). 

3 .4 Service Offerings 

3.4.1 MGC Long Distance Service 

MGC Long Distance Service is offered to res1dential and bus mess customers of 1t< 
Local Exchange services. lbe Company does not offer toll scrv1ces to casual u~t.-rs on 
a no-presubscribed basis. 

The service permits direct dialed outbound calling at non-distance and non-time of 
day/day of week sensitive usage rates for all Intrastate/Interstate calling. Sen•1ce 1s 
provided from presubscribed, dedicated or shared ...1se access lines. Calls are b11led 1n 
six second increments with a six second minimum. Customer bllhng IS rounded to thl· 
next whole cent. No monthly minimum recwnng charges or mm1mum monthly 
billing requirements apply. 

In addition, where live or automated operator assistance IS reqUired for call completion 
or billing, applicable operator service call placement charges of e1ther the Company or 
any other earner will be applied. 

3 .4 2 MGC 800/888/877 OoboW)d) Long Distance Scmce 

MGC 800/888/877 (Inbound) Long Distance Serv1ce is offered to residential and 
business customers. The service permits inbound 800/888/877 callmg at a smglc per 
minute rate. Service is provided from presubscnbcd. ded1cated or shared usc acccs~ 
lanes. Each call is billed a six (6) second mtn1mum and s1x (6) second mc:rcmcnt:; 
thereafter. Customer billing is rounded to the next whole cent 

Issued: August II, 1998 
Kent F. Heyman 
V1ce Pres1denr. General Counsel 
J:\01 N. Bu!Talo Dnve 
!.as Vegas. Nevada 89129 

Effective: 
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SECTION 3- DESCRIPTION OF SERYICE ·CONTI> 

3 .4.3 MGC Calhng Card Seryicc:s 

MGC's Calling Card Services is a calling card servtce offered to restdential and business 
customers who subscribe to MGC Long Distance Service. Rates apply to th~ Company's 
Calling Card for Continental U.S. calling. Each callts billed a Sll'. (6) second mmtmum and 
stx (6) second increments thereafter. Customer balhng is rounded to the ncl'.t whole cent. 
The rate is not affected by time of day, day of week. calling pattern dtstnbullons or volume 
requirements. No per call or monthly maintenance fees are associated wtth these services. 
Extended area and international mmute rates will be the same as filed m MGC's InternatiOnal 
Tarifff.C.C. No.2. 

3 .4.4 Opmtw Services 

The Company's operator liCfVICCS are provided to residential and busmess customers who 
"presubscribe" to this service for intnstate callmg. Operator scrvu.:es mcludc the 
completion of collect. station-to--statton, person-to-person. thtrd pany balling and credit card 
calls with the usistance of a Carrier operator. Each completed operator asststed call 
conststs of two charge elements (except as otherwise indicated herem): (I) a ftxed opcr.1tor 
charge which will be dependent on the type of billing selected (e.g .• callmg card. wllcct or 
other) and/or the completion restriction selected (e.g .. stallon-to-stallon or person-to· 
~n); and (ii) a measured usage charge dependent upon the dUlllllon. distance and/or 
time of day of the call. 

3 .4.4.A OpcGtor pjale4 Surcbarge 

This surcharge applies to Operator Statton and Person-to-Person rated calls when 
the Customer has the capability of dialing all the dig•ts necessary to complete a 
call, but selects to dial only the appropriate operator code aud requ~sts the 
operator to dial the called station. The surcharge does not apply to 

(A) calls where a Customer cannot othcrw1se d1althc call due to defecuve 
equipment or trouble on the MGC network; and 

(B) caUs in which a Company operator places a c~ll for a calhng pany who 1s 
identified as being handicapped and unable to d1al the ~all because of h1slhcr 
handicap. 

Tb~ Operator Dialed Surcharge applies in addition to any other apphcabk 
operator charges. 

!-:sued: August II. 1998 
1\.cnl F Heymun 
V1~e Prestdent. General Counsel 
3301 N. Buffalo Dnve 
Las Vegas. Nevada 89\29 
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4. I MGC Long Distance Smjce 

SECDON 4 - RATES 
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Inti a state toll service is available to res1denual and bus mess customers. It otTers customers 
non-distance and non-time of day/day of week sensitive usage rates for all their Intrastate 
calling. Intrastate toll calls are billed in six second increments wnh a s1x second mammum. 
Customer billing is rounded to the next whole cent. 

Rate prr mmytc 

Resjdential 

InlniLAT A and lnrerLAT A $0.10 

Bysiness 

IntraLATA and lnterLATA so.os 

.; 2 MGC 800/888/877 UnhoWJdl Long D&stancc: Sery&cc: 

Residence 800/888/877 Service SO.I2 

Business 800/8881877 Service SO II 

Each call is billed a six (6) sc:<:ond mammum and sax (6) second mcrements thereafter. 

4. 3 MQC Calling Card Seryices 

Residence 

Bus mess 

$0.22 

$0.20 

Each call is billed a six (6) sc:<:ond mmimum and SIX (6) sc:<:ond mcrc:ments there~fter. 
No per call or monthly maintenance fees are associated wtth these servace!> 

4 4 Operator Servjces (for presubscribed customers) 

4 .4.1 Usage Rates: The appropnate rates found under 4.1 or 4.3 shall apply. 

4.4.2 Operator Charges: 

Collect Station-to-Stahon 
Collect Person-to-Person 
Person-to-Person 
Station-to-Station 
Customer Dialed Calling Card 
Operator Dialed Calling Card 
Operator Dialed Surcharge 

Sl 00 
$3 .25 
$3.25 
S I .00 
S I .00 
$175 
$0.75 

--,.------------------------~--------- -- -- - .. 
Issued: August II , 1998 Effective· 
Kent F Heyman 
V1ct< President, General Counsel 
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SECIJON 4 - RATES - CO NT' D 

4.5 Petcnmmng Aoohcable Sate m Effect 

For the initial minute, the rate applicable al the start of chargeable hme at the callmg station 
applies. For additional minutes, the rate applicable ts that rate wh1ch ISm effect at the calling 
station when the additional minute(s) begin. lbat IS, 1f chargeable t1me begms dunng the Day 
Period, the Day Rate applies to the imtial mmute and to any additional mmutes that the call 
continues during the rate period. If the call continues mto a different rate period, the appropnate 
rates from that period apply to any additional minutes occumng in that rate penod. If an 
additional minute is split betwen~ two rate periods. the rate penod apphcable a the start of the 
minute applies to the entire minute. 

4.tJ Payment ofCalls 

4.6.1 Late Payment Cbar&es 

Interest charges of 1.5% pet month w1ll be assessed on all unpa1d balances more than 
th1rty days old. 

4.6.2 Return Check Charges 

A NSF return check charge of $25.00 will be assessed for checks rctuml!d for msutlicu:nt 
fwtds. 

4.7 Restoration o(Scryjce 

A reconnect ion fee of $25.00 per occurn:nce 1s charged when scrv1cc 1s re-established l(>r 
cus10mers who had been discont~ected for non·payment. 

4.8 Special Promotions 

The Company may from time to time engage m spe~.aal promotaonal scC"\'tcc o!Tcnngs d~s1gncd 
to attract new customers or to increase ex1sting customers awareness of a particular tanff 
offering. These offerings may be limited to certain dates, ttmes and/or locations. Each 
promotional offering of the Company for any service sc:t forth an th1s tanff must be suhm•ttcd to 
and filed w1th the Flonda Public Serv1ce Commtss1on w1th specific startm~ and cndmg dates. 

lssuc:d: Augu~l I I. 199M 
Kent F. Heyman 
V tee Presadent, General Cowtsel 
330 I N. Buffalo Dnve 
La~ V cgas, Ncvuda 89129 

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

Effecllve: 



MGC Communications, Inc. 

SECTION 4- RATES- C'ONTD 

4.9 Spec1al l{ates for the Handicapped 

4. 9.1 Directory Assistance 

Flonda P S C No I 

On~mal Sheet 21 

There shall be no charge for up to f1fty (50) calls per bllhng cycle from lmes or trunks 
serving individuals with disabihues. The Company shall charge the preva1hng tanff 
rates for every call in excess of 50 withm a billins cycle. The Customer must contact 
the Company for credit on their directory assistance calls. 

4.9.2 Hearjpg and Speech lmoajrc:d Persons Discounts 

A telephone !Oil message which is commumcated usmg a telecommumcat1ons Jc:vice 
for the deaf (TDD) by properly certtfted heanng or speech 1mpa1red persons or properly 
certified business establishments or mdiv1duals equtpped w1th TDDs for 
communicating with hearing or spttch impaired persons Will receiVe. upon request, 
credit on charges for certain intrastate toll calls place: between TI1Ds. The crcd1t to be 
given on a subsequent bill for such calls placed between TI>Ds will be equal to 
applying the evening 111te dunng busmess day hours and the mght/weekend rate dunng 
the evening rate period. Du11counts do not apply to .surcharges or per call add on 
charges for operator service when the call IS placed by a method that would normally 
incur the surcharge:. 

4.9.3 Tc:lewmmunications &clay Seryjcc 

For intrastate toll calls received from the relay serv1cc. the Company w11l when btlhng 
relay calls discount relay service call:, by fifty (50) percent off the otherw1se opphc:!~le 
rate for a voice nonrelay call except that where e1ther the callmg or called pa11y md1cates 
that either party is both hearing and VIsually 1mpa1red. the call shall be dtscounted s1xty 
(60) percent off of the otherwise applicable rate for a vo1ce nonrelay call. The above 
dtscounLS apply only to time-sensitive elements of a charge for the call and shall not apply 
to per call charges such as a credit card surcharge. 

Issued: August II. 1998 
Kent F. Heyman 
V1ce President, General ('ounscl 
DOl N lluiTuloi>JIVc 
I.u~ Vega~. Nevada ~<J 129 

Effective: 



EXHIBIT E 

Fort Lauderdale Area Build-out Plan 
llosl Swi ch - Ft Lauderdale 

ln-Sct·vicc 

OFFIC~ LINES CL.L.I NPA All DRESS ])ntc 

FTLO Plantation 65,397 FTLDFLPL 954 4036 Bryan lllvd 11/98 

RSC- P Plantation, FL. 33317 

FTLD Main 90,314 FTLDFLMR 954 21 I N.E. 2'd St. ll/98 

RSC- P Ft umdcrdale, Pl. 33301 
I lOST 

FTLD Cypress 54,433 FTLDFLCY 954 539SN.W.I41hAve. 11/98 

RSC (small)- P Fl Lnudcrdale, Fl. 33304 

FTLI) Oaklaml (,()_4()() FTLDFLOA 954 4200 W. Oakland Pork l3lv<1 ll / 98 
J{SC- P Ft Lauderdale, Fl. 33308 

l'at:c l nf .1 



FTL.D .lacarand<J 68,410 FrLDrLJA 954 10141 W.l3rowan.l Blvtl ll/Q8 
RSC- P Plantation, FL. 33324 

FTl.l > Coral R 1dgc 49,945 FfLDrLCR 954 2530 E. Oakland Park Blvd. 11/98 

RSC (small)- P rt Lauderdale, H 33311 

FTLD Sunrise 51,148 FTLDFLSU 954 R750 W. Onklaml Park Blvd. ll/98 
l{SC (small)- P Sunrise, Fl. 333.> I 

Pembroke Pines 97,136 1-JLWDFLPE 954 68 N.W. 98111 Ave. 11/98 
RSC' - I' lfollywtHHl, FL. 33024 

West I h•llywotHI 9J,JR6 HLWDrLWH 954 250 S.W. 62'"" Ave. 11/98 
I{SC- I' llollywuml, f-1. 33023 

llollywtlod Main 56,818 II L WDFLMA 954 714 N. Federal 1-Jwy ll/98 
RSC (small} - P llollywood, rt. 33020 

lllwd llallmu.lalc 32,270 HLWDFLHA 954 120 NE 12'11 Ave. ll/98 
Ace. Node- V llallnndnlc, Fl. 33009 

PMBII Margntc 83,833 PMBHFLMA 954 1180 Banks Rond 12/98 

RSC- P Pompano Ocadt, FL. 33060 

I'MIH I Federal 76,683 I,MDHFLFE 954 1230 N. Federal Hwy 12/98 
I{SC - P Pompano Beach, FL. 33062 



I'MBII Coral Spngs 72.543 PMBHFLCS 954 1;420 Royall'alm Blvd 11/98 
I~SC- P Pomp;mo Ocach, FL. J 30(15 

PI\\BII Tamarac ~R.SS2 PMBHFLTA 954 7600 University Dr. 11/SIS 
i\~~- Nmk- V Tamarac. FL 33065 

Dccrlicld Beach 62 ,303 DRIJHFLMA 954 780 S. Deerfield i\ vc. 12/98 
RSC- I' Deerfield, FL. 3 3441 

Ho~a Raton Main 82,238 IJCRlTLMA 561 838 S. Dixie 11/98 

I~SC- I' Boca Raton. FL. 33432 

BCRT S;uulalli.Hl\ M,R-11 BCRTFLSA 561 9407 Stale !toad ll/9e 
ltSC - I' Boca J{nlun, FL 33434 

BCRT Boca Tccca 37,6)<1 BCRTFLBT 561 5140 Congress Ave. ll/98 

Ace. Node - V Boa1 Raton. FL. J34J I 

·Hevised 8/10/98 

l'agc 1 uf) 
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.August 10, 1998 

Florida Public Service Commission 
Division of Administration 
2540 Shumard Oak Blvd., Gerald Gunter Building 
Talahaasee, Aor1da 32399-0850 031002-11 

Re: Applk:ation for Authority to Provide lnterexchange 
TekK:.ommunications Service Within the State of Florida 

Dear Commission Administrator. 

EnOOsed for fling 819 an original aoo six (6) copies of the applicaOOn 
form aoo a dlec:k in the armunt of $250.00 from MGC Communications, Inc. 
\MGC') for authority kl provkie the above-referenced seMc8. 

In addition, MGC requests that the Commission waive Rule 25-
24.490(3) requiring posting of a booo. MGC requests a waiver based 
u~n the financial strength shown in its response to item 18.A. in the 
attached application. 

Sincerely, 
........--_ 

-
( 
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--l;tL113:tJ4 +L.fi+li•IWii#iiiiiM.ii'MIICMPIWE'*E 
1 MGC Communications, Inc. 
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JJOl N. Buffalo Drive 
Las Vegas, NV 89129 

(702) Jl0-1000 

PAY EXACTLY I 

TWO HUNDRED FIFTY AND N0/100 DOLLARS • 

. P•y 
'.1.:--.Tb• 
-~~r 
Of 

FLORIDA PUBLIC SERVICB 
COMMISSION 
2540 SHUMARD OAK BLVD 
TALAHASSEE, 7.L J239i-OB76 

FIUJ' .. Ia. ~J:au.L 1W11. 
Of Rorth carolina 

lN CCI»UAT~·~~ ~~ :flltA Nl&U 

DAft 
07/17 1998 

000059tt 

... , 
······••:1150,00 




