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INDEPENDENT AUDITORS' REPORT

To the Beard of Directors
International Teleam Lid, dba Kallback

Seartle, Washington

We have audited the accompanying balance shests of [ntermational Telcom Lid. dba Kallback (a
corporation) as of December 31, 1995 and 1554, and the related statements of income, stockholders’
deficit, and cash flows for the years then ended. These financial statements are the responsibility of the
Comgpany’s management. Our responsibiliry Is to express an opinicn on these financial statements based

on our audits,

We conducied our audits in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audits to obtain reasonable assurance about whether the financial
stalements are fres of material misstarement. An audit includes examining, cn a (est basis, evidence
supponing the amounts and disclesurss in the financial statements. An audit also includes assessing the
accounting princicles used and significant estimatzs made by management, a3 well as evaluating the
overall financial statement presentatien. We belisve that our audits provide a reasonable basis for our

cpinion.

financial seatements referred (o in the first paragraph present fairly, in all material
m Lid. dba Kallback as of December 31, 1995 and

ows for the years then ended In conformity with

In cur opinicn, the
respects, the financial position of [nternational Telco
1964, and the results of its operaticns and its cash f]
generally accepied accounting principles.
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INTERNATIONAL TELCOM, LTD.

DEA KALLBACK
BALANCE SHEETS
Dezember 31, 1995 and 1594
ASSETS
— ) — 1994
CURRENT ASSETS
Cath and cash equivalents (Note 1) § $
Cask reserves (Note 1)
Accounts receivable - trade, net of allowance
for douke®l aczounts of $545,000 in 1995 .
and $290,900 in 1954
Accounts receivable - related parties (Note 12)
Prepaid expenses
Marketable securities (Notes 1 and 2)
Nates receivable - related party (Note 3)
Carrier degesits, current portion (Note 4)
[neame taxes refundable
Deferred income taxes (Notes | and 10)
TOTAL CURRENT ASSETS :
".:'."“"__?}:'\ A 'L"C"'__""."E:' !'N,',n!.q. T_"i
Furniture and fixtures 5
Office computers, equipment ard software
Teleghone switching equipment
Cagitaliz=d lease equipment (Notes | and 11)
L4
Less scoumutired depreclulon and ameortizaticn

Camler Iog =i current pernon [Mefe &
= tmmas (Mager | apd 1)
f arserization (v ¥

The accompanying notes are an integral part of these financial statements.




LIABILITIES AND STOCKHOLDERS' DEFICIT
—l

CURRENT LIABILITIES

Accounts payable - trade

Acccunts payable - related party (Nete 12)

Accrued liabilities
Payroll and payrell taxes :
Business taxes

Deferred carrier credits, current portion (Note 6)

Notes payable - related party (Note 7)

Capital lease obligations, current portion (Notes | and 11)

Security deposits - current portion (Note 8)

Security deposit, related party (Notes 8 and 12)
TOTAL CURRENT LIABILITIES

OTHER LIABILITIES
Capital [ease cbligations, net of curreat porticn (Notes 1 and 11)
Defaseed car-iar credits, net of current portien (Note 6)
Sezurity deposits, net of current portion (Nete §)

COMMITMENTS AND CONTINGENCIES (Nete 11)

STOCKHOLDERS* DEFICIT
Cammen steck, S10 par, 100 shares authorized,
issued and cutstanding
Capltzl i exsess of pas

"
Rasained dafolt

3.
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INTERNATIONAL TELCOM, LTD.

DBA KALLBACK
: STATEMENTS OF INCOME

For the Years Ended December 31, 1995 and 15%4

REVENLES
DIRECT COSTS OF REVENUE
Gross Cperating Profit

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES

Operating Income (Loss)

OTHER INCOME (EXPENSES)

[nterest income
Investment income (losses) (Note 2)

Miscallaneous income
[nterest expense

INCOME (LOSS) BEFORE INCOME TAX BENEFITS

BENEFIT OF INCOME TAXES (Ncte 10)

NET INCOME (LOS3)

The accompanying notes are an integral part of these financial statements.
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INTERNATIONAL TELCOM, LTD.
L2A RALLBACK

-——

STATEMENTS OF STOCKHOLDERS' DEFICIT
For-the Years Ended December 31, 1995 and 1994

Shares Common Capital in Retained
Lssued __Stock  ExcessofPar  ___Defickt

EALANCE, Decsmber 31, 1993 S & & @&
b Netlocome . SEED
EALANCE, December 31, 1994 ® @ <  d@b
Net Loss i~

BALANCE, December 31, 1995 o : & : i >

The accompanying notes are an integral part of these financlal statemenis,
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INTERNATIONAL TELCOM, LTD.

DoA KALLBACK

! STATEMENTS OF CASH FLOWS

L

For the Years Ended December 31, 1995 and 1554

CASE FLOWS FROM OPERATING ACTIVITIES

Me: income (loss)
Adjustments to reconcile net income to
net cash provided by operating activities
Depreciation and amonization
Intangible assets
rovision for bad debts
Investment income (losses)
Increase in deferred income (ax asie:s
Increase in deferred carrier credits
Changes in operating assets and liabilities:
Decrease in cash reserves

[ncrease in accounts receivable
Incsease In federal income taxes refundable

Increase in prepaid expenses
Increase in carrier deposits

Increase in accounts payabls

Increase (decrease) in accrued liabilities

Increase in security deposits
NET CASH PROVIDED BY OFPERATING ACTIVITIES

~TTTTTE S

L mrr v ArreE AR MPFECTINSG A
hali s & dabd 11 od & & N T - 0w

Purchases of fixed assets

Purchases of marketable securities

Proceeds from sale of marketable securities

Issuance of notes recsivable - related party

Procesds from repayment on potes receivable - related party
NET CASH USED BY INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES

Fayments on notes payable - raudiss p2

P e mee e e camiral laqea obllealor
rFas 3 B % ;_|-l.. -ﬂJ-uhn!-—t-\---

S NST CASY UeED BY ENNANTING ACTIVITIES
NIT INCREASS IN CASH AND Cadif ZQUTVALENTS
CASH AND CASH EOUIVALENTS AT BEGINMNNG
CASH AND CASH EQUIVALENTSATENT L&
nancial statements.

The accompanying notes are an [ntegral pan of these i
A
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mTeaiAanenAL TELCOM, LTD.

DBA KALLBACK

"NOTES TO FINANCIAL STATEMENTS
For the Years Ended December 31, 1955 and 1594

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
ngten. The Cempany provides

The Company was incarporated on January 12, 1993 in the State of Washi
*phone call re-origination” services to domestic and international customers. The Company uses fiber optic
perseris of major intermaticnal telemhene companies to previde customers with low cest international phone lines

and innovative telecommunication servicss.
- The Company considers all shon-term Investments with 2 maturity at date of
purzhase of three months or less to be cash equivaleats. ..

Cash Reserves - The Company's banks require 3 separate reserve account for processing credit card
transactions. Credit card charge backs are applied against those reserves.

Marketable Securities - The Company’s invesanent in trading securities ase recorded at their fair value and
consist of debt and equity securities, Fair value is based oo quoted market price. Unrealized gaws or losses for

trading securities are included in the Company’s net earnings.

Leases - Leases which meet cerain criteria are classified as capital leases. azd assets and liabilitles are
o t=2 lezser of the presest value of the minimum lease payments or the fair value of
eoiated using accelerated

recarded ag araounis equal o
Lpoizmies afiby sgr=gztive leass tarms. Such assets e epr
are classified as operating leases

=n s

1o leazad properties a1 B bagoing 2oL Tanpenid 5218
methods over the related economic lives. Leases which do not meet such critenia

and related rentals are charged o expense a5 [ncurred.
. Fixed assets are stated at cost Depreciation and

methods applied over the estimated lives of the related assets.

arertization are computed using accslerated
Maintenance and repairs which do not improve or extend the life of the respeciive assets are expunscd currently
o 3050 =lassifications including capitalized leases are as follews: Furniturs

Thas essimated lives of the princip
ezuipment and purchased sofraure, five years. Telepbone and

and {i=tur=si, sevea years, Cflaz Sompotals,
telezhons svitching eouizment, five veir

—zairmape of Long-Lived a0z - [S28 the Fimarmsia! Accountisg Standards Board issues Siatement

Mo, 111, TAsamumsiay foeimg Dmezismez of Lang-Lived Asseis anc for Lang-Lived Assete to b2 Dispesed of”,

wiizs reouifel Smsalrmant icsses i e fesarced on lengeuved asiel used in cperations when indianis o

fmm sl gmes 2wy mesmgas znd tha u=dijesumend sash flawy estimated fo be gensrazed by those assets are less thas

R = tasamsomia Foaigmamr 121 slen ddvecyes the acsounting for long-lived a3tets that are elpasii-

8 d Bt sF Ygmvas 1, 1565 GRh dil el ek s

5w -

Smasciu posica of sesulti of cpenalices

-=zieia frretd . [aranginic apsety, neluding san up and crzanizational costs, are amoriuzed usiag L

srraight line rmeszed for a pericd of sixty months

communicating advertising are expensed as incurred. Totl

Adverising - Costs for p 102
advertising costs were r 1995 and 1594, respectively.
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INTERNATIONAL TELCOM., LTD.
< DEA KALLBACK
NOTES TO FINANCIAL STATEMENTS - Coentinued
For the Years Ended December 31, 1285 and 1554

. Deferted inceme tazcs are determined based on diffescnccs berween financial reporting and
tax basis of assets and liabilities and are measured using the enacted 1ax rates and laws that will be in effect when
ke diffarences ara expected (S [overse.

Use of Estimates - The preparaticn of financial statements in coaformity with geperally accepted accounting
principles requires management to make estimates and assumptions that affect the reperted amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and revenues
and expenses during the periods reported. Actual results could differ from those estimates,

V. = The camrying

sccounts receivable, marketable securitics, sccounts payable,
capital lease obligations are reasonablc estimates of their fair value. The (al

are stated in Note 5.

amount of cash and cash equivaleats, cash reserves,
accrued lisbilities. deferred carrier credits and
¢ values of ather financial instruments

. Figancial instruments which poteatially subject (¢ Company to credif risk
consist principally of eash investgents and scsounts recsivable. Cash is invested in low risk liquid instruments
with high quality fizancial instintiors. The Company bas nct incured losses related 0 cash investments

Customess of the Company i ars locaisd souids slde Usited S1ates azcount for a sabstanrial portion of trade
recsivables, Cencentrations of eredit risk with respect to receivables ate limited due to the large number of
customers comprising the Company's customer base and their dispersion acress different business and geographic
areas, The Company has also minimized its credit risk with accounts receivable by performing credit evaluatons

of customers, establishing credit limits, and for cemain customers requiring security deposit on account

. For the year ended Decamber 31, 1595, the Company purchased carrier service
from three suppliers representing 2% of toal carmier services purchased, The Company has other available
scurces of carrier servicss, that 2222 be ysed 19 fenlacs cursent suppliers without severely impacting operations.

; n g} grars -Fp R
pans Wpamaisl erarempnfs [ CILIINE W

s ~ = am = e o g Y - i & e
ol i faation « Canala fseiaislfoniiony Save Sl il 12 pLST FEAS LS
the curcaar ol
- e L R e
NOTE2-NAXETAZLE 320 m lia2
o, X . - - - - - aa P - -
o e ¥ < R B ars FEns=
- — . .
is s - ’f_'. = — - TEs om =
apd lesrgs 12 Ingluced (i S8l 6250
wvAa—cr -—4-:H|I| neE PR A Rralt | 1 - .
N ETVASIE . U3 aTED PARIY

‘fr\'-l":- -
ik P

apsis: of 3% demand netss cue (ran ule sicehuider of ihe Company

Motzs receivakl] m relifes c
in the ameunt of and & of December 31, 1599 and 1954, respectively
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INTERNATIONAL TELCOM, LTD.
DEA KALLBACK

NOTES TO FINANCIAL STATEMENTS - Continued
For the Years Ended December 31, 1995 and 1554

» da

the Company's varicus providers of telephone

carriers to sesure amouwnts due for telephene
ier deposits amounted

Carrier deposits consist of amounts depesited with

communication services. The depesits arc required by the
commupication scrvices provided. As of Desemeer 31, 1995 and 1594, the Company's cars

to - respestively.

NOTE § - INTANGIBLE ASSETS

Intangible assets consist of the following at December 31, 1995 and 1994

Name rights

Stars up costs

Organirational costs
Total

Less amertization

NOTE 6 - DEFERRED CARRIER CREDITS

Defersed carrier credits {pclude sign up and usage bonuses eceived under 2 carrier agreement. The

deferred cradits are amortized oves the remuining 21 months of the agraemens

{OTE 7 - NOTES PAY -RE ART

Netas iz the amoust of S are payzhle 1z 2 relative of 3 s¥ysekalder of the Cormpany The pocss are
m dimamd Saas lmtasast 3t 3 faz 20125 and arz gecursd Qv e Camrary's dz2unte rezsivabic  Inizien

for 1955 1nd 1594

exzante far the notes amcunted to

e, Flar— s e 1 - i g g [ oo m g
i Sy == 2 n =% H
L L. - R T | P P L e T -
4oz jorac 1t FEILSA)Y aws RREp il s gy Ineellim = T
. grm awm o =

canesilation ef seevices, Upen sancallation af §e8v.s, =@ fdsaiie, =4e -

-

ar ke accaene and the remainder bs refurded 1o Wie cosioimes
e lrT

Althcugh security deposits ars payable oo demand, only & poriinn weie JENA UL Ll w8 <k '
Toe Company bas estimated the curfeal pofiica of sesdiily Cepoais is ke ﬁ 1) :‘ Ly ef
December 31, 1995 ely. These amounts have beea classified a3 cusrrent liabilities With the
remaining balance of S of Decermber 31, 1993 and 1954, tespectively. classified as
long-term Liabilities. i
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INTERNATIONAL TELCOM, LTD.
DEA KALLEACK

NOTES TO FINANCIAL STATEMENTS - Continued
For the Years Ended December 31, 1955 and 15%4

IOTE 6 - FINAN

The estimated fair value of financial instruments has been determined based on available market information
and appropriate evaluation methcdologies. However, considerable judgement is required in interpreting market

data and marurities of the financlal instruments to develop estimates of fair value. Accordingly, the estimates
presentzd berein are not pecessarily an indlcator of the amounts the Company might realize in a current markst
d 1694, the carrying amount and tlﬂhmtcd fair value of such fipancial

exchangs. At Deszmber 31, 1595 an
instruments are as follows:

1923 : . 1224

Asgets (liabilities)
Notes receivable
Carrier depesits
Notes payable
Securiry deposits

The estimatsd fair valus of the above financial instruments is based oo the presest value of estimated funure

e1ch flows using a discount rate commensurate with the risks involved.

MNoTE 0 . INCOME TAXES

Incorme taxes (benefits) for the years ended December 31, 1995 and 1994 consisted of the following:

1995 1954
Currect _

g s
Deferred benefits _-
A :

exd on taza=e (lo83) before income taves, differs from ke stanueory U S
srsmiase 1] 1663 and 199¢ due to the following:

- —
T

o
Liw |

L]
¥
11 H
oW

pde

. _.,.-f"l'.“-k_\_
tessma tezer enfi) gtannene e of 125 5 3 A Le
Cleszziii;ood wnussd me cpeniting lcss :

kg ot o - b G Frésebinper

Decrease in beginning of year valuarion

allowancs for deferred tax assen - o

Other, et . ol D
Danalls afl lncrms ravss hanaflin 4L.-_L
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FRLM IhRLLE=CE
INTERNATIONAL TELCOM, LTD.
DBA KALLBACK

NOTES TO FINANCIAL STATEMENTS - Centinued
Eo= the Years Ended Decamber 31, 1995 and 1954

Defarrad income taxes are recorded based upen differences berween financial reporting basis and tax basis
of the Company’s assets and linbilities and available net operaling loss and tax credit carryforwards. Al
Dec=mber 31, 1995 and 1594, deferred tax assets are recorded as followa:

—l29] ——d
Deferred Tax Assets:
Net opezating loss carryforwarc a ) s
Alterarive Minimum Tax credits
Allewance for doubeful accounts
Unrealized loss on Invearments
5 3

Less current portion
Deferred tax assets, long-term porticn :—- L.

Tke Com-acy Bas recordes a defered tax assets of efiecting the benefic of in oet
! .
izati the tax benefits Is dependent enerating

coeraieg legs sarmyiorwrnds, which enire in 2008 Real
sufficient taxable income pricr to expiration of the less carryforwards. Although realizadon Is not assured,
management believes it is mare likely than oot that all of the deferred @ax asset will be realized. The amount of
the deferred tax asset considersd realizable, however, could be reduced in the pear term if estimates of funire

tazable income during the carryforward periced are reduced.

N - COMDN EW

The Company has lexzes

2:rizad 29 capital or cperaiing leases

1] - at & & m gy m=Fa

- - - - — — - -l---l‘-'h-l-;-l----'—-l'

f2s bupililmas sed pauimemgme The letrer are gesenally renewabdle and trdar mest lessing aTangemeny, Wie
Cairtimn it (5 g ElEre . insurines, malsceaiscs and exsendes ralited to the lessd propalt Tetl

se°s “ne sroossy Lol insurince, (e
S - 8 o g P am e il - g o P Y -l e sl g # =
sigmme e ka by ] =2 @--@-—. ik Fedld araded Dezamioe: 3 1562 a=2

N oy - | -
- H

Equlzmend 5
Less sccurnulated smorization

Net assets recorded under capital leases
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FROM 1=l BRCH

INTERNATIONAL TELCOM, LTD
DEA KALLBACK

NOTES TO FINANCIAL STATEMENTS - Continued
For the Years Enced December 31, 1565 and 1554

7 CENCTE

As of December 31, 1955, future minimum payments under long-lerm capital leases and other mop-
cancelable operating leases with lnitial of remaining terms in excess of one year are as follows:

Capital Operating

— Leasey — Leases
15%6 €
1997
1998 ,

s s

Total minimum lease paymeats

Less amount representing interest :
Present value of net minimum lease payments
Less current installments payable

Capital lease obligation, long-term portion

f capital lease commitments (o an eatiry controlled by a relative

Included in these amounts are ’
of th= sharsholder of the Company. The presest valuz of minimum leace payments shows are calculated based
to be applicable at the inception

on interest rates, with a weighted average of approximately 8.0°% g8 determi
of the leases. Interest expense on the outstanding leases were ‘mﬂ 1995 and 1994, respectively.

Burchase Commitments’

The Company has purchase agreements with various carriers of telephone comumunication s
a2 prices, are approximately

ices subject
for 1996

for 1597. The Company does net expect the purchate

i

to quaii performance. These purchase commiznents af ciurreal po
commignents 1o exceed its Usage in aay of
the yesli.

ceizanens, [me., an entis

# Ty B Ty e e * - e
, e Compaey pureharss oo Sz i s Wargihen Comemnhle
e malapiiie pifF fhy & ¥ a I———— | b saesilams Mempm Cmmer
¥ oa fSdlhe S LR sneemmewemes = . . .. §om et ama TR Pimad B8 mand W s e
'] T ol * _ E o oy T i - -
icns Comeazy, L.P. o deiimses oo . =gd wipy Marsthen Cemumurieations, Ine (o
.___-_: O :-11‘,_"'.r Seam s = AawE gE @ - : _: A illiEdex -...L: 11.:_”_:"::_
= g by e P o ]

lame Tas Foslomes dlases = . . iy = wslags Yl sasrae s gl i e et

e e M L = - - - B e e TR L
{ L . ey sl ae . e . A —— e e d s - - Y a maralost

ii‘;:‘--‘q-.:u’::-‘-:-‘-;:—-il-'-.":'—av.rd‘.'-h—-..u—- S ey (Pt : 2 od e mpaem mi) deiw o od —wi plellobaam po
vall an-gi- [5f @¥alem agr Caplme qpp iyl
ank CHUIYVES Job wodiiesr dpaiind b mp boais m = T=mis

POrously prosscute iU cwn SIS ARG Ard

ke ouiccme of ¢l litigation Wity any camau
ard Sprint’s fess are grosaly Inflated.  acizocs i
Marathen In its defease against the claims broug=t oy 2200
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INTERNATIONAL TELCOM, LTD.
DEA KALLBACK

NOTES TO FINANCIAL STATEMENTS - Continued
Feor the Years Ended December 31, 1995 and 1654

NOTE 11 - COMMITMENTS AND CONTINGENCIES. continued

The Cempany I3 subject to other legal procesdings and claims which arose in the erdinary courze of
busipess. Mansgement believes the amount of liability with respect to the actions will not materially affest the

financial positcn of the Compaxny.

Cn March 27, 1556, the Federa! Communications Commission (FCC) granted the Company special
temporary authority to provide resale telecommunication services betweea (he Urited States and various
international points. The temporary period runs from March 27, 1996 through Scptember 23, 1996. The
Company must comply with certain terms and conditions for the special emporary authoricy to remain in place.
The Company may be subject to monitoring by the FCC who could revoke the special temparary autharizatien
if it determines that the Company is not in compliance with the conditions of the authorization. However, the
ECC affords carriers an opportunity to explain the circumstances of any violarion before revoking an
authorizaticn. The Company may also apply for 1n extension of the authorization. The Company has filed an
application under Section 214 of the Communications Act of 1934, as armended. The application s in process
and the special temporary authoriry was granted without prejudice to unfivorable action on the applicatios

Management believes that fts application will be granted.

The Company may be the subject of sanctions by the FCC if it is determined 1o have provided commen
carrier service witheut first having obtained Section 214 authorization. Such sanctions could include mogenry
forfeiturss and/or the denial of the pending application. Alleged violations upon which the forfeirures are based
may not have ecsurred mors than one year prior to the date of issuance of 3 notice of apparent liability. If the
FCC denies the Company’s application, it would become necessary for the Cempany te discontinue the provision
of intermational common carrier servica. If the application is denicd there would be several recansideration apd

sppellate remedies available to the Company.

\'D_H I.,,'E:-g; — E!Eﬂrm ";Elmgt.ﬁ

£ g Commim v o1rd pelativied of the shareholdar hase o s

- - - -
- iy - o' 'a e
eammeaniss 1m2 szmmerzhing wiich Seve not besn corsolldated With the Company's Nomnois, 220230
= i L T 1] 3 - - il Bl g - FTL) e e Amam s a=E= =
1. L.“,_F.g.“‘- sedies Eu.":: L..-J t--.u....r Prpe il | :?..n.-._.l'.'.,.'.......u.l-.. bt AL it - ey
A6 Tatz! rertal expense under Whe fesse LDCURIZC IC - oo i
T

s Company pessaased esuipment and eleSiICRI SRS IS v b
ehaisdr & Lis <!

27¢ 13ia, repeciively, from ensities controiled oy reldives ol the shas

r 3 relative o Lig #5040 0emBa s

Tae Company purchased eleshone serviced (1om an eatity conirolle
Cempasy in the amoust of for 1994. The Company owed or serjczs provided usder Lie
agreement at Decermber 31, 1 1994.
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INTERNATIONAL TELCOM, LTD.
DBA KALLBACK
NOTES TO FINANCIAL STATEMENTS - Continued
For the Years Ended December 31, 1993 and 1954
NOTE 12 - REI N N

The Company hased advertising services frem an eatity controlled by the shareholder of the Company
in the armount of or 1594,

entities controlled by relatives of the
for 1995 and 1954,
or 1993 and 1994,
ecember 31, 1995 and

The Cempany camned revenues from telephene servicas provid
shareholder of the Company. Gross revenues amounted to
respectively. Accounts receivable from related parties amounted to
resmestively. Security deposits payable to related parties ameunted to as o
1554,

NOTE 13 - SUPPLEMENT W

Cazh paid for interest and income taxes were as follows:

— 1283 . . .
[oteras: 5 5 -
[ccome axes
For 1994, the Company incurred obligations in e amount of -in conpestion with lease agreements
1o acguire equipment.
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[NDEPENDENT AUDITORS™ REPORT ON
SUPFLEMENTARY INFORMATION

b ..""'] L_.,_.

To the Board of Directors
[nternational Telcom Lid. dba Kallback

Seartle, Washington

-
p—_——

Our report on our audits of tke basic financial statements of International Telcom L:d, dba Kallback for
Decsmber 31, 1995 and 1994 appears on page 1. The audits were made for the purpose of forming an

opinion on the basic fxancial statements taken 15 3 whole. The supplementary informmation for the years
additional

ended Deczmber 31, 1695 and 1584, conuined In page 15, is presented for purpeses of

analysis and b 2o a cegquliad puat ol s Sasle Qadnelal saiiments, Suld loformaticn has beca subjeciad

. to the auditing procedures applied in the audit of the basic financial staements and, in our opinivn, is
fairly stated in all materfal respects in relation 10 the basic financial statements taken as a whole.
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FROM )R BACH

INTERNATIONAL TELCOM, LTD
DEA KALLEACK

o8

STATEMENTS OF DIRECT COSTS AND SELLING, GENERAL

AND ADMINISTRATIVE EXPENSES
For the Years Ended December 31, 1995 and 1554

S

DIRECT COSTS OF REVENUE
Carrier expense
Agent commissions
Bank credit card discounts
Dialers

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES

Payroll
Payroll taxes

Employes benefits
Employee training
Empleyes= recruiting
Contract labor

Consultiog fees
Professional fees
Acven=lg

Promotion and trade shows =
Vehicle expease

Electronic supplies

Office supplies ind expense
[nsurance

License and permits

Dues and subscriprions
Bad debt expense

Bank charges

Contributicns
Misc=llanecus

Depreciztion and amemuzien
Fasizgs
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Travel and enszmaifrnent

See accountants’ report on supplemental informaticn
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INTESNATICNAL TELCOM, LTD

FRECH 1L E=TH

EALANCE SHEET
z a3 of Cecamber 31, 16668
Preiiminary - Unaudiled - For Mansgement Review Only

Dec. 31, 1656
ASSETE

CURRENT ASSETS
Cash and cash scuivalents fos. s
Cash resarves
' Acssunts recsivatie - trace, net of fas =]
allewanca for douttful sccounts of
(1seca1sss JND (1 594D
Accounts receivatle - relaied parties z
Prepaid expenses
Marketable sacurities
Notes recaivable - related party ==
Camier Degcsits - Cument Portion
Income Taxes - Refuncabie
Deferred income taxes
Invemory
TOTAL CURRENT ASSETS

FIXED ASSETS
Furmiture & Firtures
Cffica Comguters, Equip, & Scftware
Telechona Swilching Equipment

Automaogile =
Capitalizad lesse equipment ;
[ s asa]

]

e

Leas accymulated depreciation

CTHER ASZETS
Camier cpposis
Cefarmed income laaes
Imangicle as=aty, net of 3menizatien
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Unaudited - For Managemaent Review Only
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INTERNATICNAL TELCOM, LTD

BALANCE SHEET
. as of Cecamber 1, 1558
Preliminary - Unaucite< - Fer Management Review Cnly

LIABILITIES AND STCCKHOLCERS' EQUITY Dec. 21, 1558

CURRENT LIABILITIES
Aczsunls payekie - tracs
ACscunta payatie - relaieg party
Acsounis payable empicyes WiH
Accryed paymll expense
Excise lax payable
Capital leass - curment porticn
Ceferred camier credits—cument portion
Security deceshts - cument pertion
Security cepesits - related parly
MNcte paysbie - relgtec cany
TOTAL CURRENT LIABILITIES

OTHER LIAEILITIES
Nctes Faystle - Long Term
Motes Payable - Sharehoicer
Cagital lessa cbiigaticns
Cefarrac carmar credils

EJ:_.--- L R
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STCCKHCOLLERS' EQUITY
Commen Sleck
Captial in excass of par
Retaines cafici! - pricr
Retained eamings - curment

“ﬂl ﬁulﬂunhl

ToTAL LIASILUTIES L STOCKCSCLEERS EQUITY
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Inlemationai Telcom, Lig,

icome Stelement for

B<TE P,0£.04

the 12 Months Ended Deconnr 31, 1ovg

Unaudited - For Manageinent Use Only

Prednunary

¥oar Ended
1996
q Net Sales

Cosl of Salps

Gross Marmin
Gmlhmnﬁnm
Operating Income <Logs>
murmunm
Mhuum.

Imri'-l-lmﬂlnllulﬁlhs
Interest Expense

Interest Income

il Olficer Bomus
. Income <Loss> Belore Taxes
i Provision For inc Tax Benelll & Taxes
[ Netincoms <Loss>

Brsnmzog ESTan

E Internalional Telcom, L, Confidential

Aidoner Page 1
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