
Lance J. M. Steinhart 
Attorney At Law 

6455 East Johns Crossing 
Suite 285 

Duluth, Georgia 30097 
Also admitted in New York 
and Maryland 

July 18, 2000 

VIA OVERNIGHT DELIVERY 

Florida Public Service Commission 
Tariff Section 
2540 Shumard Oak Blvd. 
Gunter Bldg. 
Tallahassee, Florida 32399 
(850) 413-6000 

Re: oCen Communications, Inc. 

Telephone: (770) 232-9200 
Facsimile: (770) 232-9208 

Dear Sirmadam: 

Pursuant to our telephone conversation, enclosed please find a check in the amount of 
$250.00 payable to the Florida Public Service Commission to cover the cost of filing the 
Application for Authority to Provide Interexchange Telecommunications Service Within the 
State of Florida for the above-referenced client. 

If you have any questions or comments please feel free to call. Thanks 1 

Enclosures 
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Attorney At Law 
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Suite 285 
Duluth, Georgia 30097 

Also adiiultcd in Ncw York 
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July 18, 2000 

VIA OVERNIGHT DELIVERY 

Florida Public Service Commission 
Tariff Section 

Gunter Bldg. 
Tallahassee, Florida 32399 

' 2540 Shumard Oak Blvd. 

(850) 413-6000 

Re: oCen Communications, Inc. 

Tclephone: (770) 232-9200 
Facsimile: (770) 232-9208 

Dear SidMadam: 

Pursuant to our telephone conversation, enclosed please find a check in the amount of 
$250.00 payable to the Florida Public Service Commission to cover the cost of filing the 
Application for Authority to Provide Interexchange Telecommunications Service Within the 
State of Florida for the above-referenced client. 

If you have any questions or comments please feel free to call. Thanks. 

nce J.M. Steinhart 
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LANCE 1. M. STEINHART 
ATTORNEY AT LAW 
770-232-9233 
6455 EAST JOHNS CROSSING, SUITE 28.5 
DULUTH,GA 30097 
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Lance J.M. Steinhart 
Attorney At Law 

6455 East Johns Crossing 
Suite 285 

Duluth, Georgia 30097 

Also Admitted in New York 
and Maryland 

July 15, 2000 

Florida Public Service Commission 
Tariff Section 
2540 Shumard Oak Blvd. 
Gunter Bldg. 
Tallahassee, Florida 32399 
(850) 413-6000 

Re: oCen Communications, Inc. 

Telephone: (770) 232-9200 
Facsimile: (770) 232-9208 

Dear SirMadam: 

Enclosed please find one original and six (6) copies of oCen Communications, Inc.'s 
Application for Authority to Provide Interexchange Telecommunications Service Within the State of 
Florida, along with an original and six (6) copies of oCen Communications, Inc.'s proposed tariff. 

1 also have enclosed a check in the amount of $250.00 payable to the Florida Public Service 
Commission to cover the cost of filing these documents. 

Please return a stamped copy of the extra copy of this letter in the enclosed preaddressed 
prepaid envelope. 

If you have any questions regarding the application or the tariff, please do not hesitate to call 
me. Thank you for your attention to this matter. 

Attorney for oCen Communications, Inc. 

Enclosures 
cc: Chris Au 



A. This form is used for an original application for a certificate and for approval of 
sale, assignment or transfer of an existing certificate. In case of a sale, assignment 
or transfer, the information provided shall be for the purchaser, assignee or 
transferee (See Appendix A). 

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

C. Use a separate sheet for each answer, which will not fit the allotted space. 

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

Florida Public Service Commission 
Division of Communications 
Bureau of Service Evaluation 
2540 Shumard Oak Blvd. 
Gunter Building 
Tallahassee, Florida 32399-0850 
(904) 413-6600 

E. Once completed, submit the original and six (6) copies of this form along with a 
non-refundable application fee of $250.00 to: 

Florida Public Service Commission 
Division of Administration 
2540 Shumard Oak Blvd. 
Gunter Building 
Tallahassee, Florida 32399-0850 
(904) 413-6251 

FORM PSC/CMU 3 1 (1 1 /9 1 ) 
Required by Commission Rule Nos. 25-24.47 I ,  25-24.473, 25-24.480(2) 

0 8 7  I 6  JUI 192 



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

( X I  Facilities based carrier - company owns and operates or 
plans to own and operate telecommunications switches and 
transmission facilities in Florida. 

0 

0 

0 

Operator Service Provider - company provides or plans to 
provide alternative operator services for IXCs; or toll 
operator services to call aggregator locations; or 
clearinghouse services to bill such calls. 

Reseller - company has or plans to have one or more 
switches but primarily leases the transmission facilities of 
other carriers. Bills its own customer base for services 
used. 

Switchless rebiller - company has no switch or 
transmission facilities but may have a billing computer. 
Aggregates traffic to obtain bulk discounts from underlying 
carrier. Rebills end users at a rate above its discount but 
generally below the rate end users would pay for 
unaggregated traffic. 

Multi-Location Discount Aggregator - company contracts 
with unafiliated entities to obtain bulk/volume discounts 
under multi-location discount plans from certain underlying 
carriers. Then offers the resold service by enrolling 
unafiliated customers. 

Prepaid Debit Card Provider - any person or entity that 
purchases 800 access from an underlying carrier or 
unafiliated entity for use with prepaid debit card service 
and/or encodes the cards with personal identification 
numbers. 

2 



- 

2. 

3 .  

4. 

5 .  

6. 

7. 

8 .  

This is an application for (check one): 

( X I  Original Authority (New company). 
0 
0 

0 

Approval of Transfer (To another certificated company). 
Approval of Assignment of existing certificate (To a 
noncertificated company). 
Approval for transfer of control (To another certificated 
company). 

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

oCen Communications, Inc. 

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

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

4900 Rivergrade Road, Bldg CllO 
Invindale, California 91706 

Florida address (including street name & number, post of ice  box, city, state and zip 
code): 

None 

Structure of organization; 

( ) Individual (X) Corporation 
( ) Foreign Corporation ( ) Foreign Partnership 
( ) General Partnership ( ) Limited Partnership 
( ) Other 

If applicant is an individual or partnership, please give name, title and address of sole 
proprietor or partners. Not Applicable 

(a) Provide proof of compliance with the foreign limited partnership statute 
(Chapter 620.160 FS), if applicable. 

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

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

FORM PSC/CMU 3 1 ( 1  1/91) 

3 



( 2 )  officer, director, partner 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. 

FORM PSC/CMU 3 1 ( 1  1/9 1 )  

4 



9 .  If incorporated, please give: 

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

Corporate charter number: 

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

TCS Corporate Services, Inc. 
1406 Hays Street, Suite #2 
Tallahassee, Florida 32301 

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

Fictitious name registration number: 

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

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

No. 

(2) officer, director, partner 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. 

No. 

FORM PSC/CMU 3 I ( 1  l/9 1)  



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

(a) The application; 

Lance J.M. Steinhart, Regulatory Counsel 
6455 East Johns Crossing, Suite 285 
Duluth, GA 30097 
770-232-9200 

(b) Official Point of Contact for the ongoing operations of the company; 

James Courtney, Chief Operating Officer 
oCen Communications, Inc. 
4900 Rivergrade Road, Bldg C 1 10 
Irwindale, California 9 1706 
(626) 338-661 1 

(c) Tariff, 

Lance J.M. Steinhart, Regulatory Counsel 
6455 East Johns Crossing, Suite 285 
Duluth, GA 30097 
770-232-9200 

(d) ComplainMnquiries from customers; 

Anita Chu, Customer Service Manager 
oCen Communications, Inc. 
4900 Rivergrade Road, Bldg C110 
Irwindale, California 91 706 
(888) 771-0758 

1 1 .  List the states in which the applicant: 

(a) Has operated as an interexchange carrier 

CA and NY 

(b) Has applications pending to be certificated as an interexchange 
carrier. 

Applicant is in the process of filing Applications throughout the 
United States. 

FORM PSC/CMU 3 1 ( 1  1/91> 

6 



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

CA, CO, IA, MI, MT, NJ, NY, UT, VA 

(d) Has been denied authority to operate as an interexchange carrier and the 
circumstances involved. 

None. 

(e) Has had regulatory penalties imposed for violations of telecommunications 
statutes and the circumstances involved. 
None. 

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

None. 

12. What services will the applicant offer to other certificated telephone companies: 

( ) Facilities ( ) Operators 
( ) Billing and Collection ( ) Sales 
( ) Maintenance 
( ) Other: 

None. 

13. Do you have a marketing program? 

Yes. 

14. Will your marketing program: 
( X ) Pay commissions? 
( ) Offer sales franchises? 
( ) Offer multi-level sales incentives? 
( ) Offer other sales incentives? 

FORM PSC/CMU 3 I ( I  1/9 I )  

7 



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

Applicant will pay commissions to sales representatives. 

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

( X ) Residential customers ( X ) Business customers 
( ) PATS providers ( ) PATS station end-users 
( ) Hotels & motels ( ) Hotel & motel guests 
( ) Universities ( ) Univ. dormitory residents 
( ) Other (spec;@): 

17. Please provide the following (if applicable): 

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

Applicant's name and toll free number will appear on all end-users' 
bills. 

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

The Company intends to direct bill customers utilizing real-time 
completed call detail information from its underlying carriers. 

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

A. Financial capability. 

FORM PSC/CMU 3 I ( I  1/91> 

8 



Regarding the showing of financial capability, the following applies: 
The application &ahh” the applicant’s financial statements for the most recent 3 
years, including: 

1.  the balance sheet 

2 .  income statement 

3 .  statement of retained earning. 

Further, a writt- which can include supporting documentation, regarding the 
following should be provided to show financial capability. 

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

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

3 .  Please provide documentation that the applicant has sufficient financial capability 
to meet its lease or ownership obligations. 

NOTE: This documentation may include, but is not limited to, financial 
statements, 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 financial statements. If the 
applicant does not have audited financial statements, it shall be so stated. The 
unaudited financial statements should then be signed by the applicant’s chief 
executive officer and chief financial officer. The signatures should 

are tnie and cnrr- 

B. Managerial capability. 

See Attached. 

C. Technical capability. 

Applicant will use the network services of its underlying carrier 
to provide services to customers in the State of Florida. 

FORM PSC/CMU 3 1 ( I I/9 I ) 

9 



19. Please submit the proposed tariff under which the company plans to begin operation. Use 
the format required by Commission Rule 25-24.482 (example enclosed). 

See Attached. 

The applicant will provide the following interexchange carrier services (Check all that 20. 
apply): 

MTS with distance sensitive per minute rates 
Method of access is FGA 
Method of access is FGB 
Method of access is FGD 
Method of access is 800 

MTS with route specific rates per minute 
Method of access is FGA 
Method of access is FGB 
Method of access is FGD 
Method of access is 800 

MTS with statewide flat rates per minute (Le. not distance sensitive) 
Method of access is FGA 
Method of access is FGB 
Method of access is FGD 
Method of access is 800 

MTS for pay telephone service providers 

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

800 Service (Toll free) 

WATS type service (Bulk or  volume discount) 
Method of access is via dedicated facilities 
Method of access is via switched facilities 

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

FORM PSC/CMU 3 I ( 1  1/9 I )  



1L Travel Service 
_. 

1L 
Method of access is 950 
Method of access is 800 

__ 900 service 

_. Operator Services 
- Available to presubscribed customers 
- 

- Available to inmates 

Available to non presubscribed customers (for example to patrons of hotels, 
students in universities, patients in hospitals) 

Services included are: 

- Station assistance 
- Person to Person assistance 
- Directory assistance 
__ Operator veri@ and interrupt 
- Conference Calling 

2 1 .  What does the end user dial for each of the interexchange carrier services that were 
checked in services included (above). 

1 (or lOlXXXX) +area code+number or 1-800-XXX-XXXX 

21. 1L Other: 

FORM PSCKMU 3 I ( 1  1/9 I )  
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1. 

2. 

3. 

4. 

5. 

6. 

** APPLICANT ACKNOWLEDGEMENT STATEMENT ** 

REGULATORY ASSESSMENT FEE: I understand that all telephone 
companies must pay a regulatory assessment fee in the amount o f .  15 of one 
percent of its gross operating revenue derived from intrastate business. 
Regardless of the gross operating revenue 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 percent on all intra and interstate 
business. 

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

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

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

ACCURACY OF APPLICATION: 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 declare that to the best of my knowledge and belief, the 
information is a true and correct statement. Further, I am aware that pursuant to 
Chapter 837.06, Florida Statutes, whoever knowingly makes a false statement in 
writing with the intent to mislead a public servant in the performance of his 
official duty shall be guilty of a misdemeanor of the second degree. 

UTILITY OFFICIAL: 

Date 

Chief Operating OEcer 
Title 

626-338-661 1 
Telephone No. 

F O R M P S C I C W  31 (11/91) 

FL IXC App 

12 



** APPENDIX B ** 

CUSTOMER DEPOSITS AND ADVANCE 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): 

The applicant will not collect deposits nor will it collect payments for 
service more than one month in advance. 

The applicant will file with the Commission and maintain a surety 
bond in an amount equal to the current balance of deposits and 
advance payments in excess of one month. (Bond must accompany 
application.) 

UTILITY OFFICIAL: 
W r t n e y  

FORM PSC/CMU 3 1 (1 1/91) 

FL LYC App 

Date 

Chief Operating Officer 
Title 

626-33 8-66 1 1 
Telephone No. 

13 



LIST OF ATTACHMENTS 

PROPOSED TARIFF 

FINANCIAL INFORMATION 

MANAGEMENT INFORMATION 

STATEMENT OF FINANCIAL CAPABILITY 



PROPOSED TARIFF 



OCEN COMMUNICATIONS, INC. PSC TARIFF NO. 1 
ORIGINAL SHEET 1 

TITLE SHEET 

FLORIDA TELECOMMUNICATIONS TAR1 FF 

This tariff contains the descriptions, regulations, and 

rates applicable to the furnishing of service or facilities for 

Telecommunications Services furnished by oCen Communications, 

Inc. ("oCenT1), with principal offices at 4900 Rivergrade Road, 

Bldg C110, Irwindale, California 91706. This tariff applies for 

telecommunications services furnished within the State of 

Florida. This tariff is on file with the Florida Public Service 

Commission, and copies may be inspected, during normal business 

hours, at the company's principal place of business. 

Issued: July 17, 2000 Effective : 
By : Chris Au, Vice President Legal & Secretary 

4900 Rivergrade Road, Bldg CllO 
Irwindale, California 91706 



OCEN COMMUNICATIONS, INC. PSC TARIFF NO. 1 
ORIGINAL SHEET 2 

CHECK SHEET 
The sheets of this tariff are effective as of the date shown 

at the bottom of the respective sheet(s). Original and revised 
sheets as named below comprise all changes from the original 
tariff and are currently in effect as of the date on the bottom 
right-hand side of this sheet. 

SHEET 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

REV1 S I ON 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 

* Original or Revised Sheet Included in the most recent 
tariff filing 

Issued: July 17, 2000 E f f ec tive : 
By : Chris Au, Vice President Legal & Secretary 

4900 Rivergrade Road, Bldg CllO 
Irwindale, California 91706 



OCEN COMMUNICATIONS. INC . PSC TARIFF NO . 1 
ORIGINAL SHEET 3 

TABLE OF CONTENTS 
Page 

Title Sheet .............................................. 1 
Check Sheet . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 
Table of Contents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3 
Symbols . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4 
Tariff Format . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5 
Section 1 . Technical Terms and Abbreviations . . . . . . . . . . . .  6 
Section 2 . Rules and Regulations ........................ 8 
Section 3 . Description of Service ...................... 20 
Section 4 . Rates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27 

Issued: July 17. 2000 E f f ec tive : 
By : Chris Au. Vice President Legal & Secretary 

4900 Rivergrade Road. Bldg CllO 
Irwindale. California 91706 



OCEN COMMUNICATIONS, INC. PSC TARIFF NO. 1 
ORIGINAL SHEET 4 

SYMBOLS 

The following are the only symbols used for the purposes 
indicated below: 

D - Delete or Discontinue 
I - Change Resulting In An 

Increase to A Customer's Bill 
M - Moved from Another Tariff Location 
N - New 
R - Change Resulting In A 

T - Change in Text or Regulation 
Reduction to A Customer's Bill 

But No Change In Rate or Charge 

Issued: July 17, 2000 Effective: 
By : Chris Au, Vice President Legal & Secretary 

4900 Rivergrade Road, Bldg CllO 
Irwindale, California 91706 



OCEN COMMUNICATIONS, INC. PSC TARIFF NO. 1 
ORIGINAL SHEET 5 

TARIFF FORMAT 

A. Sheet Numbering: Sheet numbers appear in the upper 
right corner of the page. Sheets are numbered sequentially. 
However, new sheets are occasionally added to the tariff. When a 
new sheet is added between sheets already in effect, a decimal is 
added. For example, a new sheet added between pages 11 and 12 
would be page 11.1. 

B. Sheet Revision Numbers: Revision numbers also appear in 
the upper right corner of each sheet where applicable. These 
numbers are used to indicate the most current page version on 
file with the Commission. For example, 4th Revised Sheet 13 
cancels 3rd Revised Sheet 13. Consult the Check Sheet for the 
sheets currently in effect. 

C. Paragraph Numbering Sequence: There are nine levels of 
paragraph coding. Each level of coding is subservient to its 
next higher level: 

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

D. Check Sheets: When a tariff filing is made with the 
Commission, an updated Check Sheet accompanies the tariff filing. 
The Check Sheet lists the sheets contained in the tariff, with a 
cross reference to the current Revision Number. When new sheets 
are added, the Check Sheet is changed to reflect the revision. 
All revisions made in a given filing are designated by an 
asterisk ( * ) .  There will be no other symbols used on this sheet 
if these are the only changes made to it (i.e., the format, etc. 
remains the same, just revised revision levels on some sheets). 
The tariff user should refer to the latest Check Sheet to find 
out if a particular sheet is the most current on Commission file. 

Issued: July 17, 2000 Effective : 
By : Chris Au, Vice President Legal & Secretary 

4900 Rivergrade Road, Bldg CllO 
Irwindale, California 91706 



OCEN COMMUNICATIONS, INC. PSC TARIFF NO. 1 
ORIGINAL SHEET 6 

SECTION 1 - TECHNICAL TERMS AND ABBREVIATIONS 

Access Line - An arrangement from a local exchange telephone 
company or other common carrier, using either dedicated or 
switched access, which connects a Customer's location to the 
Company's location or switching center. 

Authorization Code - A numerical code, one or more of which 
may be assigned to a Customer, to enable the Company to identify 
the origin of the Customer so it may rate and bill the call. 
Automatic number identification (ANI) is used as the 
authorization code wherever possible. 

Commission - Used throughout this tariff to mean the Florida 
Public Service Commission. 

Customer - The person, firm, corporation or other legal 
entity which orders the services of the Company or purchases a 
Company Prepaid Calling Card and/or originates prepaid calls 
using such cards, and is responsible for the payment of charges 
and for compliance with the Company's tariff regulations. 

Company or oCen - Used throughout this tariff to mean oCen 
Communications, Inc., a Delaware Corporation. 

Dedicated Access - The Customer gains entry to the Company's 
services by a direct path from the Customer's location to the 
Company's point of presence. 

Holiday - New Year's Day, Independence Day, Labor Day, 
Thanksgiving Day and Christmas Day. Holidays shall be billed at 
the evening rate from 8 a.m. to 11 p.m. After 11 p.m., the lower 
night rate shall go into effect. 

Prepaid Account - An inventory of Telecom Units purchased in 
advance by the Customer, and associated with one and only one 
Authorization Code as contained in a specific Prepaid Calling 
Card. 

Issued: July 17, 2000 Effective : 
By : Chris Au, Vice President Legal & Secretary 

4900 Rivergrade Road, Bldg CllO 
Irwindale, California 91706 



OCEN COMMUNICATIONS, INC. PSC TARIFF NO. 1 
ORIGINAL SHEET 7 

Prepaid Calling Card - A card issued by the Company, 
containing an Authorization Code which identifies a specific 
Prepaid Account of Telecom Units, which enables calls to be 
processed, account activity to be logged, and balances to be 
maintained, on a prepayment basis. 

Resp. Orq - Responsible Organization or entity identified by 
an 800 service Customer that manages and administers records in 
the 800 database and management system. 

Switched Access - The Customer gains entry to the Company's 
services by a transmission line that is switched through the 
local exchange carrier to reach the Company's point of presence. 

Telecom Unit - A measurement of telecommunications service 
equivalent to one minute of usage between any two points within 
the State of Florida. 

Telecommunications - The transmission of voice 
communications or, subject to the transmission capabilities of 
the services, the transmission of data, facsimile, signaling, 
metering, or other similar communications. 

Underlying Carrier - The telecommunications carrier whose 
network facilities provide the technical capability and capacity 
necessary for the transmission and reception of Customer 
telecommunications traffic. 

Issued: July 17, 2000 Effective : 
By : Chris Au, Vice President Legal & Secretary 

4900 Rivergrade Road, Bldg CllO 
Irwindale, California 91706 



OCEN COMMUNICATIONS , INC. PSC TARIFF NO. 1 
ORIGINAL SHEET 8 

2.1 

SECTION 2 - RULES AND REGULATIONS 

Undertakino of the Companv 

This tariff contains the regulations and rates 
applicable to intrastate interexchange 
telecommunications services provided by the Company for 
telecommunications between points within the State of 
Florida. Services are furnished subject to the 
availability of facilities and subject to the terms and 
conditions of this tariff in compliance with 
limitations set forth in the Commission's rules. The 
Company's services are provided on a statewide basis 
and are not intended to be limited geographically. The 
Company offers service to all those who desire to 
purchase service from the Company consistent with all 
of the provisions of this tariff. Customers interested 
in the Company's services shall file a service 
application with the Company which fully identifies the 
Customer, the services requested and other information 
requested by the Company. The Company may act as the 
Customer's agent for ordering access connection 
facilities provided by other carriers or entities when 
authorized by the Customer, to allow connection of a 
Customer's location to a service provided by the 
Company. The Customer shall be responsible for all 
charges due for such service arrangement. 

2.1.1 The services provided by the Company are not 
part of a joint undertaking with any other 
entity providing telecommunications channels, 
facilities, or services, but may involve the 
resale of the Message Toll Services (MTS) and 
Wide Area Telecommunications Services (WATS) 
of underlying common carriers subject to the 
jurisdiction of this Commission. 

Issued: July 17, 2000 Effective : 
By : Chris Au, Vice President Legal & Secretary 

4900 Rivergrade Road, Bldg CllO 
Irwindale, California 91706 



OCEN COMMUNICATIONS, INC. PSC TARIFF NO. 1 
ORIGINAL SHEET 9 

2.2 

2.1.2 The rates and regulations contained in this 
tariff apply only to the services furnished 
by the Company and do not apply, unless 
otherwise specified, to the lines, 
facilities, or services provided by a local 
exchange telephone company or other common 
carriers for use in accessing the services of 
the Company. 

2.1.3 The Company reserves the right to limit the 
length of communications, to discontinue 
furnishing services, or limit the use of 
service necessitated by conditions beyond its 
control, including, without limitation: lack 
of satellite or other transmission medium 
capacity; the revision, alteration or 
repricing of the Underlying Carrier's 
tariffed offerings; or when the use of 
service becomes or is in violation of the law 
or the provisions of this tariff. 

Use and Limitations of Services 

2.2.1 The Company's services may be used for any 
lawful purpose consistent with the 
transmission and switching parameters of the 
telecommunications facilities utilized in the 
provision of services, subject to any 
limitations set forth in this Section 2.2. 

2.2.2 

2.2.3 

The use of the Company's services to make 
calls which might reasonably be expected to 
frighten, abuse, torment, or harass another 
or in such a way as to unreasonably interfere 
with use by others is prohibited. 

The use of the Company's services without 
payment for service or attempting to avoid 
payment for service by fraudulent means or 
devices, schemes, false or invalid numbers, 
or false calling or credit cards is 
prohibited. 
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2.3 

2.2.4 The Company's services are available for use 
twenty-four hours per day, seven days per 
week. 

2.2.5 The Company does not transmit messages, but 
the services may be used for that purpose. 

2.2.6 

2.2.7 

2.2.8 

The Company's services may be denied for 
nonpayment of charges or for other violations 
of this tariff subject to Section 2.5.1 
herein. 

Customers shall not use the service provided 
under this tariff for any unlawful purpose. 

The Customer is responsible for notifying the 
Company immediately of any unauthorized use 
of services. 

Liabilitv of the Company 

2.3.1 The Company shall not be liable for any 
claim, loss, expense or damage for any 
interruption, delay, error, omission, or 
defect in any service, facility or 
transmission provided under this tariff, if 
caused by an act of God, fire, war, civil 
disturbance, act of government, or due to any 
other causes beyond the Company's control. 

2.3.2 

2.3.3 

The Company shall not be liable for, and 
shall be fully indemnified and held harmless 
by the Customer against any claim, loss, 
expense, or damage for defamation, libel, 
slander, invasion, infringement of copyright 
or patent, unauthorized use of any trademark, 
trade name or service mark, proprietary or 
creative right, or any other injury to any 
person, property or entity arising out of the 
material, data or information transmitted. 

No agent or employee of any other carrier or 
entity shall be deemed to be an agent or 
employee of the Company. 
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2.3.4 The Company's liability, resulting in whole 
or in part from or arising in connection with 
the furnishing of service under this tariff, 
including but not limited to mistakes, 
omissions, interruptions, delays, errors, or 
other defects shall not exceed an amount 
equal to the charges provided for under this 
tariff for the long distance call for the 
period during which the call was affected. 
No other liability in any event shall attach 
to the Company, except as ordered by the 
Commission. 

2.3.5 The Company shall not be liable for and shall 
be indemnified and saved harmless by any 
Customer or by any other entity from any and 
all loss, claims, demands, suits, or other 
action or any liability whatsoever, whether 
suffered, made, instituted, or asserted by 
any Customer or any other entity for any 
personal injury to, or death of, any person 
or persons, and for any loss, damage, 
defacement or destruction of the premises of 
any Customer or any other entity or any other 
property whether owned or controlled by the 
Customer or others. 

2.3.6 The Company shall not be liable for any 
indirect, special, incidental, or 
consequential damages under this tariff 
including, but not limited to, l o s s  of 
revenue or profits, for any reason 
whatsoever, including the breakdown of 
facilities associated with the service, or 
for any mistakes, omissions, delays, errors, 
or defects in transmission occurring during 
the course of furnishing service. 

2.3.7 The remedies set forth herein are exclusive 
and in lieu of all other warranties and 
remedies, whether express or implied, 
INCLUDING WITHOUT LIMITATION IMPLIED 
WARRANTIES OF MERCHANTABILITY AND FITNESS FOR 
A PARTICULAR PURPOSE. 
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2.4 Responsibilities of the Customer 

2.4.1 

2.4.2 

2.4.3 

2.4.4 

2.4.5 

2.4.6 

The Customer is responsible for placing any 
necessary orders and complying with tariff 
regulations. The Customer is also 
responsible for the payment of charges for 
services provided under this tariff. 

The Customer is responsible for charges 
incurred for special construction and/or 
special facilities which the Customer 
requests and which are ordered by the Company 
on the Customer's behalf. 

If required for the provision of the 
Company's services, the Customer must provide 
any equipment space, supporting structure, 
conduit and electrical power without charge 
to the Company. 

The Customer is responsible for arranging 
access to its premises at times mutually 
agreeable to the Company and the Customer 
when required for Company personnel to 
install, repair, maintain, program, inspect 
or remove equipment associated with the 
provision of the Company's services. 

The Customer shall cause the temperature and 
relative humidity in the equipment space 
provided by Customer for the installation of 
the Company's equipment to be maintained 
within the range normally provided for the 
operation of microcomputers. 

The Customer shall ensure that the equipment 
and/or system is properly interfaced with the 
Company's facilities or services, that the 
signals emitted into the Company's network 
are of the proper mode, bandwidth, power and 
signal level for the intended use of the 
subscriber and in compliance with criteria 
set forth in this tariff, and that the 
signals do not damage equipment, injure 
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Section 2.4.6 Continued 
personnel, or degrade service to other 
Customers. If the Federal Communications 
Commission or some other appropriate 
certifying body certifies terminal equipment 
as being technically acceptable for direct 
electrical connection with the telephone 
network, the Company will permit such 
equipment to be connected with its channels 
without the use of protective interface 
devices. If the Customer fails to maintain 
the equipment and/or the system properly, 
with resulting imminent harm to Company 
equipment, personnel or the quality of 
service to other Customers, the Company may, 
upon written notice, require the use of 
protective equipment at the Customer's 
expense. If this fails to produce 
satisfactory quality and safety, the Company 
may, upon written notice, terminate the 
Customer's service. 

2.4.7 The Customer must pay the Company for 
replacement or repair of damage to the 
equipment or facilities of the Company caused 
by negligence or willful act of the Customer 
or others, by improper use of the services, 
or by use of equipment provided by Customer 
or others. 

2.4.8 

2.4.9 

The Customer must pay for the loss through 
theft of any Company equipment installed at 
Customer's premises. 
If the Company installs equipment at 
Customer's premises, the Customer shall be 
responsible for payment of any applicable 
installation charge. 

this tariff in a manner consistent with the 
terms of this tariff and the policies and 
regulations of all state, federal and local 
authorities having jurisdiction over the 
service. 

2.4.10 The Customer must use the services offered in 
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2.5 Cancellation or Interruption of Services 

2.5.1 

2.5.2 

Without incurring liability, upon five (5) 
working days' (defined as any day on which 
the company's business office is open and the 
U.S. Mail is delivered) written notice to the 
Customer, the Company may immediately 
discontinue services to a Customer or may 
withhold the provision of ordered or 
contracted services: 
2.5.1.A For nonpayment of any sum due the 

Company for more than thirty (30) 
days after issuance of the bill for 
the amount due, 

2.5.1.B For violation of any of the 
provisions of this tariff, 

2.5.1.C For violation of any law, rule, 
regulation, policy of any governing 
authority having jurisdiction over 
the Company's services, or 

2.5.1.D By reason of any order or decision 
of a court, public service 
commission or federal regulatory 
body or other governing authority 
prohibiting the Company from 
furnishing its services. 

Without incurring liability, the Company may 
interrupt the provision of services at any 
time in order to perform tests and 
inspections to assure compliance with tariff 
regulations and the proper installation and 
operation of Customer and the Company's 
equipment and facilities and may continue 
such interruption until any items of 
noncompliance or improper equipment operation 
so identified are rectified. 
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2.5.3 

2.5.4 

Service may be discontinued by the Company 
without notice to the Customer, by blocking 
traffic to certain counties, cities or NXX 
exchanges, or by blocking calls using certain 
Customer authorization codes, when the 
Company deems it necessary to take such 
action to prevent unlawful use of its 
service. The Company will restore service as 
soon as it can be provided without undue 
risk, and will, upon request by the Customer 
affected, assign a new authorization code to 
replace the one that has been deactivated. 

The Customer may terminate service upon 
verbal or written notice for the Company's 
standard month to month contract. Customer 
will be liable for all usage on any of the 
Company's service offerings until the 
Customer actually leaves the service. 
Customers will continue to have Company usage 
and be responsible for payment until the 
Customer or its agent notifies its local 
exchange carrier and changes its long 
distance carrier. 
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2.6 Credit Allowance - Interruption of Service 

2.6.1 

2.6.2 

2.6.3 

Credit may be given for disputed calls, on a 
per call basis. 

Credit shall not be issued for unavailability 
of long distance services. 

The Customer shall be credited for an 
interruption of two hours or more at the rate 
of 1/720th of any monthly service charges for 
each hour or major fraction thereof that the 
interruption continues. 

Credit Formula: 

Credit = A x B 

"A" - outage time in hours 
r f B "  - monthly charge for affected activity 

720 
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2.7 

2.8 

2.9 

DePosi t 

The Company does not require 

Advance Pavments 

The Company requires advance 
non-recurring charges. This 

deposits. 

payments for recurring and 
will be applied against 

the next month's charges, and if necessary, a new 
advance payment will be collected for the next month. 

Pavment and Billinq 

2.9.1 Service is provided and billed on a billing 
cycle basis, beginning on the date that 
service becomes effective. Billing is 
payable upon receipt. 
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2.9.2 The customer is responsible for payment of 
all charges for services furnished to the 
Customer, as well as to all persons using the 
Customer's codes, exchange lines, facilities, 
or equipment, with or without the knowledge 
or consent of the Customer. The security of 
the Customer's Authorization Codes, 
subscribed exchange lines, and direct connect 
facilities is the responsibility of the 
Customer. All calls placed using direct 
connect facilities, subscribed exchange 
lines, or Authorization Codes will be billed 
to and must be paid by the Customer. 
Recurring charges and non-recurring charges 
are billed in advance. Charges based on 
actual usage during a month and any accrued 
interest will be billed monthly in arrears. 

2.10 Collection Costs 

In the event Company is required to initiate legal 
proceedings to collect any amounts due to Company for 
regulated services, or for the enforcement of any other 
provision of this tariff or applicable law, Customer 
shall, in addition to all amounts due, be liable to 
Company for all reasonable costs incurred by Company in 
such proceedings and enforcement actions, including 
reasonable attorneys' fees, collection agency fees or 
payments, and court costs. In any such proceeding, the 
amount of collection costs, including attorneys' fees, 
due to the Company, will be determined by the court. 

2.11 Taxes 

All federal, state and local taxes, assessments, 
surcharges, or fees, including sales taxes, use taxes, 
gross receipts taxes, and municipal utilities taxes, 
are billed as separate line items and are not included 
in the rates quoted herein. 
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2.12 Late Charae 

A late fee will be charged on any past due balances as 
set forth in Section 4.10 of this tariff. 

2.13 Returned Check Charae 

A fee, as set forth in Section 4.6 of this tariff, will 
be charged whenever a check or draft presented for 
payment for service is not accepted by the institution 
on which it is written. 

2.14 Location of Service 

The Company will provide service to Customers within 
the State of Florida. 

2.15 Sale of Telecommunications Services to Uncertified IXCs 
Prohibited 

Customers reselling or rebilling the Company's 
telecommunications services must have a Certificate of 
Public Convenience and Necessity as an interexchange 
carrier from the Commission. 

2.16 Reconnection Charae 

A reconnection fee per occurrence as set forth in 
Section 4.12 of this tariff, will be charged when 
service is reestablished for Customers which have been 
disconnected due to non-payment. Payment of the 
reconnection fee and any other outstanding amounts will 
be due in full prior to reconnection of service 
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SECTION 3 - DESCRIPTION OF SERVICE 

3.1 Computation of Charaes 

3.1.1 The total charge for each completed call may 
be a variable measured charge dependent on 
the duration, distance and time of day of the 
call. The total charge for each completed 
call may also be dependent only on the 
duration of the call, i.e. a statewide flat 
rate per minute charge. The variable 
measured charge is specified as a rate per 
minute which is applied to each minute. All 
calls are measured in increments as set forth 
in the Rates Section of this tariff. All 
calls are rounded up to the next whole 
increment. 

3.1.2 Usage charges for all mileage sensitive 
products are based on the airline distance 
between rate centers associated with the 
originating and terminating points of the 
call. The airline mileage between rate 
centers is determined by applying the formula 
below to the vertical and horizontal 
coordinates associated with the rate centers 
involved. The Company uses the rate centers 
that are produced by Bell Communications 
Research in the NPA-NXX V&H Coordinates Tape 
and Bell's NECA Tariff No. 4. 

Formula : 
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3.1.3 Timing begins when the called party answers 
and two way communication is possible, as 
determined by standard industry methods 
generally in use for ascertaining answer, 
including hardware answer supervision in 
which the local telephone company sends a 
signal to the switch or the software 
utilizing audio tone detection. Timing for 
each call ends when either party hangs up. 

3.1.4 The Company will not bill for uncompleted 
calls. 

3.2 Customer Complaints and/or Billincr Disputes 

Customer inquiries or complaints regarding service or 
accounting may be made in writing or by telephone to 
the Company at: 

4900 Rivergrade Road, Bldg C110 
Irwindale, California 91706 
(888) 771-0758 
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3.2 Continued 

Any objection to billed charges should be reported 
promptly to the Company or its billing agent. 
Adjustments to Customers' bills shall be made to the 
extent that records are available and/or circumstances 
exist which reasonably indicate that such charges are 
not in accordance with approved rates or that an 
adjustment may otherwise be appropriate. A Customer 
who is unable to resolve a billing dispute with the 
Company may contact the Commission by telephone at 1- 
800-342-3552 to intervene in the billing dispute. 

3 . 3  

3.4 

Level of Service 

A Customer can expect end to end network availability 
of not less than 99% at all times for all services. 

Billincr Entitv Conditions 

When billing functions on behalf of 
intermediary are performed by local 
companies or others, the payment of 

the Company or its 
exchange telephone 
charge conditions 

and regulations of such companies and any regulations 
imposed upon these companies by regulatory bodies 
having jurisdiction apply. The Company's name and 
toll-free telephone number will appear on the 
Customer's bill. 
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3 . 5  Service Offerinas 

3.5.1 It Dialing 

This service permits Customers to originate 
calls via switched or dedicated access lines, 
and to terminate intrastate calls. The 
customer dials "lt" followed by "ten digits" 
or dials "101XXXX" followed by "1+ ten 
digits". 

3.5.2 Travel Cards 

The Customer utilizes an 11 digit "toll-free" 
access number established by the Company to 
access a terminal. Upon receiving a voice 
prompt, the Customer uses push button dialing 
to enter an identification code assigned by 
the Company, and the ten digit number of the 
called party. 

3.5.3 800 Service (Toll-Free) 

This service is inbound calling only where an 
800, 888 or other toll-free prefix number 
rings into a Customer's premise routed to a 
specific telephone number or terminated over 
a dedicated facility. 
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3.5.4 Company Prepaid Calling Cards 

This service permits use of Prepaid Calling 
Cards for placing long distance calls. 
Customers may purchase Company Prepaid 
Calling Cards at a variety of retail outlets 
or through other distribution channels. 
Company Prepaid Calling Cards are available 
at a variety of face values. Company Prepaid 
Calling Card service is accessed usinq the 
Company toll-free number printed on the card. 
The caller is prompted by an automated voice 
response system to enter his/her 
Authorization Code, and then to enter the 
terminating telephone number. The Company's 
processor tracks the call duration on a real 
time basis to determine the number of Telecom 
Units consumed. The total consumed Telecom 
Units and applicable taxes for each call are 
deducted from the remaining Telecom Unit 
balance on the Customer's Company Prepaid 
Calling Card. 

All calls must be charged against Prepaid 
Calling Card that has a sufficient Telecom 
Unit balance. A Customer's call will be 
interrupted with an announcement when the 
balance is about to be depleted. 

In order to continue the call, the Customer 
can either call the toll-free number on the 
back of the Company Prepaid Calling Card and 
"recharge" the balance on the card using a 
nationally recognized credit card, or the 
Customer can throw the card away and purchase 
a new one. Calls in progress will be 
terminated by the Company if the balance on 
the Company Prepaid Calling Card is 
insufficient to continue the call and the 
Customer fails to enter the number of another 
valid Company Prepaid Calling Card prior to 
termination. 
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Section 3.5.4 Continued 

A card will expire on the date indicated on 
the card, or if no date is specified, 12 
months from the date of first usage, or the 
date of last recharge, whichever is later. 
The Company will not refund unused balances. 

A credit allowance for Company Prepaid 
Calling Card Service is applicable to calls 
that are interrupted due to poor 
transmission, one-way transmission, or 
involuntary disconnection of a call. To 
receive the proper credit, the Customer must 
notify the Company at the designated toll- 
free customer service number printed on the 
Company Prepaid Calling Card and furnish the 
called number, the trouble experienced (e.g. 
cut-off, noisy circuit, etc.), and the 
approximate time that the call was placed. 

When a call charged to a Company Prepaid 
Calling Card is interrupted due to cut-off, 
one-way transmission, or poor transmission 
conditions, the Customer will receive a 
credit equivalent of one Telecom Unit. 

Credit allowances for calls pursuant to the 
Company Prepaid Card Service do not apply for 
interruptions not reported promptly to the 
Company or interruptions that are due to the 
failure of power, equipment or systems not 
provided by the Company. 

Credit for failure of service shall be 
allowed only when such failure is caused by 
or occurs due to causes within the control of 
the Company. 

The Company will block all calls beginning 
with the NPA "900" and NXX "976" calls, 
therefore such calls can not be completed. 
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3.5.5 

3.5.6 

3.5.7 

Directory Assistance. 

Access to long distance directory assistance 
is obtained by dialing 1 t (area code) + 555- 
1212. When more than one number is requested 
in a single call, a charge will be applicable 
for each number requested, whether or not the 
number is listed or published. 

Emergency Call Handling Procedures 

Emergency "911" calls are not routed to 
company, but are completed through the local 
network at no charge. 

Promo tional Offer ,ings 

The Company may offer approved special 
promotions of new or existing services or 
products for limited time periods as approved 
by the Commission. These promotions will 
include specific tariffed starting and ending 
dates. All such promotions will be offered 
on a completely non-discriminatory basis. 
All such tariffed promotions must be approved 
by the Commission and must state exactly what 
charges are being reduced or waived, who is 
eligible, and what Customers have to do to be 
eligible. 
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SECTION 4 - RATES 

4.1 1+ & lOlXXXX Dialinq 

$0.15 per minute 

A $4.95 per month per number service charge applies. 
Billed in one minute increments 

4.2 Travel Cards 

$.199 per minute 

A $.25 per call service charge applies. 
Billed in one minute increments 

4.3 800 Service (Toll Free) 

$0.15 per minute 

A $10.00 per month per number service charge applies. 

Billed in one minute increments 

4.4 Prepaid Callina Cards 

$.499 Per Telecom Unit 
$.25 Daily Administrative Fee 
$3.00 Connection Fee per call 
$.99 Payphone Surcharge 
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Monday - Friday Sat. Sun. 1 
Daytime Rate Period 

Evening Rate Period Evening 

Period 

Night/Weekend Rate Period 

4.5 

4.6 

4.7 

Directorv Assistance 

$.95 per each number requested 

Returned Check Charae 

$25.00 

When a message spans more than one rate period, 
charges for the minutes in each rate period are 
calculated and the results for each rate period 
totaled to obtain the total message charge. If 
calculation results in a fractional charge, the 
will be rounded down to the lower cent. 

total 

are 
the 
amount 
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4.8 

4.9 

4.10 

4.11 

4.12 

Rates Applicable for Hearinu/Speech Impaired Persons 

For intrastate toll messages which are communicated 
using a telecommunications device for the deaf (TDD) by 
properly certified business establishments or 
individuals equipped with T D D s  for communications with 
hearing or speech impaired persons, the rates shall be 
evening rates for daytime calls and night rates for 
evening and night calls. 
Intrastate t o l l  calls received from the relay service, 
each local exchange and interexchange 
telecommunications company billing relay call will be 
discounted by 50 percent of the applicable rate for a 
voice nonrelay call except that where either the 
calling or called party indicates that either party is 
both hearing and visually impaired, the call will be 
discounted 60 percent off the applicable rate for voice 
nonrelay calls. 

Florida Public Service Commission Rules and Regulations 
require the Company to provide the first 50 directory 
assistance calls initiated per billing cycle by 
handicapped persons free of charge. 

Emplovee Concessions 

The Company does not offer employee concessions. 

Late Charae 

1.58 monthly or the amount otherwise authorized by law, 
whichever is lower. 

Pavphone Dial Around Surcharue 

A dial around surcharge of $.50 per call will be added 
to any completed INTRAstate toll access code and 
subscriber 800/888 type calls placed from a public or 
semi-public payphone. 

Reconnection Charue 

$25.00 
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4900 Rivergrade Road, Bldg CllO 
Irwindale, California 91706 



FINANCIAL INFORMATION 
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The ! f o l l o w i n g  r e p o r t  i s  i c  t h e  f o m  t h a t  w i l l  be  s i g n e d  upon t h e  c o m p l e t i o n  
o f  t h e  Ct>mpany's r e i n c o r p o r a t i o n  i n  t h e  S t a t e  of  Delaware a s  d e s c r i b e d  i n  n o t e  
1 4  o f  t!ie n o t e s  t o  rrhe c o n s o l i d a t e d  f i n a n c i a l  s t a t e m e n t s .  

/ s /  ?ric.l?waterhouseCoopers LLP 

Woodland H i l l s ,  C a l i f o r n i a  

May 8 ,  2000 

R e p o r t  o f  I n d e p e n d e n t  A c c o u n t a n t s  

To t h e  Board  o f  D i r e c t o r s  and  S t o c k h o l d e r s  o f  
oCen Comrr.unications,  I n c .  

I n  OIL!- o p i n i o n ,  t h e  accompanying c o p s o l i d a t e d  b a l a n c e  s h e e t s  and  t h e  
re1 at?d c o n s o i i d a t e d  s t a t e m e n t s  o f  o p e r a t i o n s ,  s t o c k h o l d e r s '  e q u i t y  
( d e f i c i . t )  and  c a s h  f l o w s  p r e s e n t  f a i r l y ,  i n  a l l  m a t e r i a l  r e s p e c t s ,  t h e  
f ' i n a n c i a l  p o s i t i c n  o f  oCen Communica t ions ,  I n c .  and  i t s  s u b s i d i a r i e s  ( t h e  
"Company") a t  Sep tember  30,  1 9 9 8  and  1999, and  t h e  r e s u l t s  o f  t h e i r  
o p e r a t i o n s  and  t h e i r  c a s h  f l o w s  f o r  t h e  p e r i o d  f rom O c t o b e r  1 4 ,  1 9 9 7  
( I n c e p t i o n )  t h r o u g h  Sep tember  30 ,  1998 and  f o r  t h e  y e a r  e n d e d  S e p t e m b e r  30 ,  
1999 ,  i n  c o n f o r m i t y  w i t h  a c c o u n t i n g  p r i n c i p l e s  g e n e r a l l y  a c c e p t e d  i n  t h e  
U n i t e d  S t a t e s .  These f i n a n c i a l  s t a t e m e n t s  a r e  t h e  r e s p o n s i b i l i t y  o f  t h e  
Company's  management;  o u r  r e s p o n s i b i l i t y  i s  t o  e x p r e s s  an  o p i n i o n  on t h e s e  
f i n a n c i a l  s t a t e m e n t s  b a s e d  3n o u r  a u d i t s .  W e  c o n d u c t e d  o u r  a u d i t s  o f  t h e s e  
s t a t e m e n t s  i n  a c c o r d a n c e  w i t h  a u d i t i n g  s t a n d a r d s  g e n e r a l l y  a c c e p t e d  i n  t h e  
1Jn i t ed  S t a t e s ,  wh ich  r e q u i r e  t h a t  we p l a n  and  p e r f o r m  t h e  a u d i t  t o  o b t a i n  
r e a s o n a b l e  a s s u r a n c e  a b o u t  w h e t h e r  t h e  f i n a n c i a l  s t a t e m e n t s  a r e  f r e e  o f  
r , a t e r i . a l  m i s s t a t e m e n t .  An a u d i t  i n c k d e s  e x a m i n i n g ,  on a t e s i  b a s i s ,  
e v i d e n c e  s u p p o r t i n g  t h e  amoun t s  and  d i s c l o s u r e s  i n  t h e  f i n a n c i a l  
s t a t e n l e i i t s ,  a s s e s s i n g  t h e  a c c o u n t i n g  p r i n c i p l e s  u s e d  and  s i g n i f i c a n t  
e ~ t i t n a i . : s  made by  xanagemen t ,  and  e v a l i i a t i n q  t h e  o v e r a l l  f i n a n c i a l  
s t a t e m c n t  p r e s e n t a t i o n .  W e  b e l i e v e  t h a t  o u r  a u d i t s  p r o v i d e  a r e a s o n a b l e  
b a s i s  for t h e  o p i n i o n  e x p r e s s e d  a b o v e .  

Wood 1.anc-l H i  1 Is,  C a l i  f o r n i a  
F e k r u a r y  2 ,  2 0 0 0 ,  e x c e p t  a s  t o  

Not<: !,; wIh~.c1-1 i s  a s  o f  May 8 ,  2300 

CONSOLIDATED RA1,ANCE SHEETS 

( A l l  i n t e r i m  i n f o i - m a t i o n  r e l a t i n g  t o  March 31,  2 0 0 0  i s  u n a u d i t e d )  

P r o  Forma 
S t o c k h o l d e r s  ' 

E q u i t y  
Sept iininer 3 0 ,  Sept-ember 3 0 ,  M ~ L c I ~  31,  Marclh 31, 

1998 1959 2000 20 f I0  



OCEIV - S-104 - Registrntioii Statement Date Filed: 5/9/2000 

Cash and c a s h  

A c c o u n t s  r e c e i v a b l e ,  
l e s s  a l l o w a n c e  f o r  
d o u b t f v l  a c c o u n t s  o f  
$ 0 ,  $59,485 and  
$120,000 
r e s p e c t i v e l y  . . . . . . . . . .  
c u r r e n t  assets.. . . . . . .  

e q l i v a l e n t  s . . . . . . . . . . .  

P r e p a i d s  and  o t h e r  

T o t a l  c i i r r e n t  
a s s e t s .  . . . . . . . . . . . . .  

P r o p e r t y  and e c p i p m e n t ,  
n e t  . . . . . . . . . . . . . . . . . . . .  

Other l o n g - t e r m  a s s e t s . .  
D e f e r r e d  debt i s s u a n c e  

= o s t s  . . . . . . . . . . . . . . . . . .  

T c t a l  a s s e t s .  . . . . . . . .  

L i a b i l i t i e s  and 
S t o c k h o l d e r s  ' E q u i t y  
( De f i c  i t ) 

C u r r e n t  l i a b i l i t i e s :  
A<?co;.i?!:.? p a y a b l e .  . . . . . .  
Accrued  e x p e n s e s  aiid 

o t h e r  c u r r e n E  
!.iabi 1 i t i e s . .  . . . . . . . . .  

3 e f e r r e d  r e v e n u e s .  . . . . .  
C a p i t a l  l e a s e  

o b l i g a t i o n s  . . . . . . . . . . .  
N o t e s  p a y a b l e  . . . . . . . . . .  

T c t a l  c u r r e n t  
l i a b i l i t i e s  . . . . . . . . .  

C a p i t a l  l e a s e  
o b l i g a t i o n s ,  n e t  o f  
1:ii L- r e i n  t po L- t i o n  . , , , . . , . 

N o t e s  p a y a b l e ,  n e t  o f  

p a y a b l e  t o  re l a  t e,A 
)"-t i e - .  . . . . . . . . . . . . . . .  

26,854 S 4,310,846 $ 12,000,840 

50,565 5,706, 816 15,876,318 

L o o ,  510 3,448,215 7,312, ti23 
26,511 127,833 525,871 

$ 13.5,642 $ i,914,2@6 S 

63, 671 596,554 
66,814 1,487, 619 

3,830,836 

1,350,244 
3,053, 698 

295, 847 
2, C84, '40 



Date Filed: 5/9/2000 
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OCEhJ - S-14 -Registration Statenwit 

prefeL,Ar:ce of 
appro:.: i m a t e l y  
$10,3L5,030 and  
$2C, 9!~3, 3 6 8  a t  
September 3 0 ,  1999 
and March 31, 2000, 

Common s t o c k ,  $ .001 
re s p e 1- t- i v e 1 y . . . . . . . . . .  
p a r  v a l u e ;  a u t h o r i z e d  
10,000, 000, 
26,650,000 a n a  
27,650, CC0 s h a r e s  a t  

and  19119, a z d  Marck. 
31, 2Ofl0, 
r e s p e c t i v e l y ;  i s s u e d  
and oiit:sEanding 
6 ,  000, 000 s h a r e s  a t  
S e p t e m h e r  30, 1 9 9 8  
and 1999, and 
Cj,061,000 a: Flarcl-I 
31, 2000, and  
14, 697,885 s h a r e s  on 
p r o  forma b a s i s  . . . . . . .  

SeptellliJeL- 30, 1998 

A d d i t i o n a l  p a i d - i n  

N o t e s  r e c e i v a b l e  f rom 
s t o c  klio Ice rs . . . . . . . . . .  

De f e r1-CYi s t o c k  
c o m p c - s s t i @ n  . . . . . . . . . .  

Accvmula ted  d e f i c i t  . . . .  

c a p i t a l  . . . . . . . . . . . . . . .  

Tot a i s t o c  kho 1 de  r s ' 
equi1.y ( d e f i c i t ) .  . . .  

T c t a l  l i a b i l i t i e s  and 
st o c  k h o l a e  1-s ' e q u i t y  
(de  fi c it ! . . . . . . . . . . .  

6, L'00 

774,344 

{61,043) 

(195,437) 
(722,114) 

6.315 

6,000 6,061 

9,917,189 32,050,716 

(65,7C9) (67,387) 

( 3 4 0 , 6 3 8 )  (6,732,126) 
(4,830,818) (20,647,713) 

- _ _ _ _ _ _ _ _ _ _  _ _ _ _ _ _ _ _ _ _ _ _  

14,698 

35,0'19,975 

(67,357 

(6,732,176 
(20, 647,713 _ _ _ _ _ _ _ _ _ _ _  

OCY,N iXPM JNTCAT TONS, JNC . 

( A l l  i n t e r i m  i n f o r m a t i o n  r e l a t i n g  t o  the p e r i o d s  e n d e d  March 31, 1999 and 2000 
is u n a u d i t e d !  



0CE.Y C0AtZfU.VICATIO.W I.VC -S-1 !A - Registrahoii Statenleiit Date Filed: 5/9/2000 

O p e r a  t i i l ' l  e s p e n s e s  : 
C o s t  c ' f  r e v e n u e s .  . . . . .  
G e n e r < J l  a n d  

a d m i r i i s t r a t i v e  
( e x c l  i.ides s t o c k - b a s e d  
compc't 1 s a t  i o n  c h a rg e s 
of  S l n 9 , 1 2 3 ,  

14, 1 9 9 7  ( i n c e p t i o n )  
t h r o  LI g h September 3 0 ,  
1 9 9 8 ,  for the y e a r  
e n d e d  S e p t e m b e r  3 0 ,  
1 9 9 9  a n d  for t h e  s i x  
montt,:: e n d e d  M a r c h  
31, 1 9 9 9  a n d  2 0 0 0 ,  
r e s p e c t i v e l y ) .  . . .  

S a l e s  a n d  m a r k e t i z g  
i ex c 1 I vi e s s t 2 c k - b a  s e d  
conpens  a t  i o n  c h a  r q e s  

$ 4 9 , 2 8 8  a n a  $1513,446 
€or ttic p e r i o d  from 
O c t c ' b f ~ r  1 4 ,  1 3 9 7  
(Inceptionj t h r o l ~ g l n  
S e p t e m b e r  3 0 ,  1 9 9 8 ,  
f o r  t h e  y e a r  i . r ,den 
S e p t e : ; o e r  3 0 ,  1 9 9 9  
a n d  for tne s i x  
nmn t tis endcd MJ rt . I  I 

ot $0, SFi3 ,166,  

$4 9,289 a!?d 5 6 1 0 ,  564  
for L i i P  p e r i c ) ' 3  f r ~ ~ ~ r  
Ocrober i4 ,  1 9 9 7  
( I I? c cpt i o ii j t In 1:o t i  
S e p t e m b e r  30 ,  1 9 9 8 ,  
f o r  t h e  y e a r  ended 
S e p t e m b e r  3 0 ,  19?9 
a n d  Ec'I: t h e  si:.: 

233,373 3,133,232 5 0 4 , 4 2 4  9 , 6 7 3 , 2 4 2  

3u5,337 1 , 7 3 3 , 0 5 8  3 3 8 , 5 7 5  2 , 5 2 6 , 8 1 4  

1 111 , 8 5 13 

4", 031 

, :., ( 1  1 , )  

4 0 3 , 4 1 8  5 9 , 6 6 9  8 1 3 , 7 8 ?  



Date Filed: 5/9/2000 
a 

Weightecd a v e r a g e  s h a r e s  
o u t s t a i j f ? i n g  used ir. 
p e r -  s h ,i :-e c a  1 cu 1 a t  i o n  
app l i c , i l ) l e  t o  common 
s ~ o c k l x  !de r s  . . . . . . . . . .  4 , 6 1 9 , 3 2 3  5,492,718 5,432,367 5,655,000 

_ _ _ _ _ _ _ _ _ - _  _ _ _ _ _ _ _ _ _ _ _ _  _ _ _ _ _ _ _ _ _ - _  _ _ _ _ _ _ _ _ _ _ _ _  _ _ _ _ _ _ _ - - _ _  _ _ _ _ _ _ _ - _ _ _  ______- - - -  ______- - - -  
Pro fornr,? b a s i c  and 
dilLted n e t  l o s s  p e r  
s h a r e  a p p l i c a b l e  t o  
common :j t o c k ho 1 d e  rs  
(,ir,ai.iditeJ! . . . . . . . . . . . .  

Weighted a v e r a g e  s h a r e s  
o u t s t a n d i n g  used i n  p r o  
f I> r r a  p , ,  r - s h j r e  
c a l c u l a t i o n  appl isz3ble  
t o  conimn s t o c k h o l d e r s  
[ iun .iiidi t ed ) . . . . . . . . . . . .  

The accompany ing  n o t e s  a r e  an  i n t e g r a l  p a r t  o f  t h e s e  c o n s o l i d a t e d  f i n a n c i a l  
s ta te i : !e r i t s .  

F- 4 

OCEW COMMJNICATIONS, T N C .  

CONSOLIDATED STATEMENTS OF STOCKHOLDERS ' E Q U i T Y  ( D E F I C I T  ) 

'?on';e rt : t I e 
Fretelred stock 

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

s h a r e s  Amount 
................. 

I l o t e s  
A d d l  t r o n a 1  Receivable Deferred 

Pald  in From Stock A c c u r n l l l a t c d  
Capita! Stockholders Compensstron D e f i c i t  

............................................... 
S h a r e 3  A m o u n t  

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

.. $ .. $ - -  .. 

._ .. 

.. .. 

.~ .. I, r O  

4 5  

, . .  .. 

.. 

488, "EC' 

1, l ? : , 2 U L  

. 1 , 1 4 4  

.. 

.. .. 

.. 

(.)\!.I, 5,;8,) .. 

l \ , \ ' ,  1 2 3  
_. ( 7 2 2 ,  111 

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

~~ .. 
.. .. 

........... 

l'!J. 1:.3 
1 1 2 2 , 1 1 4 )  .. 

.... 

1, Gee. r 2 3  1 . 6 0 0  1, 2 1 5 ,  1 2 3  .. 

ll< ', ..ll 7 6 ? , ,. ' I  7 

.. 

.. 

............. 
.~ 

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

1 , 6 0 2 , 3 3 9  

Pngc 98 



. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
1 L 6 ' 6 P 0 ' 5 i S  - -  s - -  h i i l ' b l $  S U H ' L 6 9 ' P l  

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

( ? 0 b ' 8 )  , 

.. .......... 
,--,L I ,  ~- . ' i i  

9 1 1  ' 9 0 b  '8 

oo(i '190 '9 

.. 

.. 

1 4 2 1  ' Z E L ' 9 1  

.. 

.. 

( L E E ' L 9 )  

- - ?  Li. .. 

911 ' ? O b  ' E l  9 0 b  'E 

L S b ' L l 9 ' b  Y I Z ' O S O ' Z E  Y O b ' 8  5 i I  '905 ' B  196'9 

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

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

.. 

L I B  ' 5  bO 'I 

E b 5 ' L S  

8 8 6  '666 ' L  .. 

.. 

.. 

19 .. 

.. 



0CE.V COi\fAlUVIC.4TI0.VS I h T  - S-l!+l - Reeistmhon Stntenient Date Filed 5/9/2000 

c onv ii r t e d r e  I a t  e d 
par - r y  n o t e - .  . . . . . . . .  

incnii;e on  
Acc rued  i n t e r e s t  

skla- t -holdey n o t e s .  . .  
I n t e r e s t  a n o r t i z e d  on 

d e b t  i s s u a n c e  
c o s t s  . . . . . . . . . . . . . .  

S t o c k - b a s e d  

S t o c k  i s s u e d  f o r  

Changes i n  o p e r a t i n g  

conlpensat  ion . . . . . . .  
se  rv ;. c e s . . . . . . . . . . . .  
a s s e t s  and  
1 ia1.B i 1 i t  i e s  : 
A c c o u n t s  
rc '1 e i ,~r a b  1 e . . . . . . . .  

P r e p a i d s  and o t h e r  
a s s e t ?  . . . . . . . . . . . .  

Accounts p a y a b l e .  . .  
Accrued  e x p e n s e  and  

o t h e r  c u r r e n t  
1 it bi 1 i t i e  s . . . . . . .  

D e f e r r e d  reveiwies .  . 

Net c a s h  u s e d  i n  
o p e r a t i n g  
a c t i v i t i e s  . . . . . . . .  

Cash f l o w s  i ised i n  
i r . ves t i r i q  activities: 
P u r c h a s e  o f  p r o p e r t y  

a n c  equ ip :? , en t .  . . . . . . . .  
N e t  ca:sli iuzed in 

i n v e s t i z y  
a c  ? iv i t ie s . . . . . . . .  

Cash f l o w s  from 
financjpg a c t i v i t i e s :  
Payments  u n d e r  c a p i t a l  

P:iyllll2rlt.:: l . l l l L h - : r  I l l 2  

leaze c i c ~ l i ~ ~ a t i o i n s .  , , , . 

pa ya I-' 1 e . . . . . . . . . . . . . . .  
l:'aJml-'l '? . . . . . . . . . . . . .  

Proceetis f r o m  n o t e s  

? roce e d s  t rani i s s u an c e 

o f  p r ~ c i ? r r ~ - > d  ;stc.>t:k:. , , . 
7, f pi-o frs r r ~ d  
\!,'.I rr:1 I I t . . . . . . . . . . . . . . .  

F L  r ceeds  f L-GJlll 

P r o c e e d s  f Lola irzuancc 

C Olive L- t i b 1 e r 1 0  t e s 
i ? : ~ : l  I/ ' ,  ! L I > 

re 1. a t  e d p a  r t i e s , 
1;) y a  L >  1 , * 

. . . . . . . . . . . . . . . . . . . .  
N e t  cas11 p r o v i d c d  

1iy c i l l i i  111: i !It; 
azt ivi L ie:<. . . . . . . .  

2,790 2,790 _ _  

(3,357) _ _  (1,678) 

(1,:'30,862) (86,331) (1,414,021) 

(432,203) (59,444) (,,526,070) 
1,798,564 (21, 683) 1, 916, 690 

532,877 159,141 ?53,690 
1,420,805 107, 634 1,563,079 

(1,061;,585) (e22,299) (7,796, 685) 

(3,116,591) (273,862) (4,512,940) 



Date Filed: 5/9/2000 
e 

0CE.V COj\IAfIc;211(3. 4T10.15 1.K - S-1l.l - Registipaahon Statenierit 

eq. ; ivn l l , n t s ,  b e g i n n i n q  
C'f 1:"':'-'3.. . . . . . . . . . . . .  

C a s h  anci c a s h  
e q u i v a h n t s ,  e n d  o f  
u e r i o d  . . . . . . . . . . . . . . . . .  

S u p p l e m e n t a l  c a s h  flow 
i n f o r m a  ti ion : 
Cash. p a i d  d u r i n g  t h e  

p e r i o d  f o r :  
1r.cc)im t a x e s .  . . . . . . . .  
;n t e L'i: 5 t . . . . . . . . . . . . .  

Noncasll i n v e s t i n g  and  
f i n a n c i n g  a c t i v i t i e s :  

equ ipmen t  f i n a n c e d  
undei  c a p i t a l  
l e a s e s  . . . . . . . . . . . . . .  

P u r c h a s e s  o f  

Nates r e c e i v a b l e  
i s s u e d  f o r  e x e r c i s e  
o f  st:ock options and  
.bra r rs r. t . . . . . . . . . . . . .  

N o t e s  r e c e i v a b l e  
i s  s li C! d f o L- pu TC 1-1 as e 
of p r e f e r r e d  s t o c k . .  

C o n v e r s i o n  of r e l - a t e d  
party n o t e s  t o  
p r e f e r r e d  F!o~-.].:. . . . .  

D e  fc! r r e d  f inane i nq 
c o s t s  1 - e l 3 t e d  :c 
i s s u a n c e  o f  
w tl r 1. B r: t . . . . . . . . . . . . .  

The accompany inq  n o t e s  a r e  a n  ini-egra; .  p a r t  o f  t h e s e  c o n s o l i d a t e d  f i n a n c i a l  
s t a t e m e n t s .  

F- 6 



I n  S~)pt .ernber  1999, rhe  Cortpany e s t a b l i s h e d  a w+.olly owned s u b s i d i a r y ,  o C e n  
Commcnir.?tions Taiwan,  L t d .  (“oCen T a i w a n “ ) ,  t o  p r o v i d e  I P  co rn iu? . i ca t ion  
s e r v i c e : :  i n  Ta iwan .  

The a(:conpanying c o n s o l i d a t e d  f i n a n c i a l  s t a t e m e n t s  t a v e  b e e n  p r e p a r e d  on t h e  
b a s i s  t l i a t  t h e  Compariy w i l l  c o n t i n u e  a s  a g o i n g  c o n c e r n .  S i n c e  i n c e p t i o n ,  t h e  
Company has i n c u r r e d  s i g n i f i c a n t  o p e r a t i n g  l o s s e s  and  h a s  g e n e r a t e d  n e g a t i v e  
c a s h  f l n w s  f rom o p e r a t i o n s ;  and ,  f rom time t o  t i m e ,  has h a d  n e g a t i v e  w o r k i n g  
c a p i t a l .  The Company h a s  funded  o p e r a t i o n s  p r i m a r i l y  t h r o u g h  the s a l e  o f  e q u i t y  
s e c u r i t i a s  a n d  d e b t  b o r r o w i n g s .  Management b e l i e v e s  t h a t  t h e  p r o c e e d s  r e c e i v e d  
t h r o u g h  t h e  s a l e  o f  e q u i t y  o r  deb: s e c u r i t i e s ,  b o r r o w i n q s  f rom e x i s t i n g  c r e d i t  

s c p p o r t  
~. 

f a c i l i t i c s  a n d  revenue g e n e r a z e d  frorr  o p e r a t i o n s  w i l l  be  a d e q u a t e  t o  
:he Cor:p:ir.y’s o p e r a t i o n s  f o r  t h e  n e s t  t w e l v e  zs? . ths .  

2 .  Siunur~ :~~  y o f  S i c n i . f i c a c t  Accounc inq  “olicies: 

P r i n c i p l p s  o f  C o n s o l i d a t i o n  and B a s i s  o f  P r e s e n t a t i o n  

-. i n e  c o n s o l i d a t e d  f i n a n c i a l  s t a t e o e n t s  i n c l u d e  t h e  a c c o u n t s  of  oCen 
Communica t ions ,  I n c .  and i t s  a f o r e m e n t i o n e d  s u b s i d i a r i e s .  A l l  s i q n i f  
intencotlil..sny accc?un:s and  t r a r . s a c t  i o n s  have  k e n  e l i m i n a t e d  i n  consc? 
Each of  the  Conipany’s s ~ b s i d i a r i e s  h a s  a S e p t e m b e r  3 0  y e a r  e n d .  

U s e  of E:Gtinrates 

c a n t  
i d a t  C ’ I I .  

I n  t h e  : io t - t i i ,~ l  csu t - se  of  p r c p a r i n q  f i n a n c i a l  s t s t e i n e n t s  i n  conformity w i t h  
r s x e ~ ) t e d  acscliiritiiiy pi i n s i p l e s ,  Inanagernent is r e q u i r e d  t o  make 

and  assuiiipLi.ons t h a t  a f f e c t  t h e  r e p o r t e d  amoun t s  o f  a s s e t s  and  
l i a b i l i r i a s  a n a  u i sdc : s : t i r e  o f  contingent a c s e t s  a n d  l i a b i l i t i e s  a t  t h e  d a t e  o f  
r h e  f i n a i i c i a l  s t a t e r e n t : ;  and  t h e  reporteiii amoun t s  o f  r e v e n u e s  and e x p e n s e s  
d u r i n g  ?lie r e p o r - i r i g  p e r i o d .  Actual resiults c o - l d  d i f f e r  f rom t h o s e  e s t i m a t e s .  

Cash and Cash E q u i v a l e n t s  

- 1  line Corupany considers a l l  h i g h i y  l i q u i d  i n v e s t m e n t s  w i t h  o r i g i n a l  r r i a t . i r i t i e s  
o f  t h r e e  mon ths  01- l e s s  t o  he c a s h  e q u i v a l e n t s .  

F a i r  Va lue  o f  F i n a n c i a l  I n s t r u r n e n t s  

i n a n c i a ;  in:s t - ruments ,  i n c l u d i n q  c a s h  and cash  e q u i v a l e n t s ,  
,? prly:Ihb, ,::1pj t.21 1, 

s IlC r t - t ll. 1’11l l l lm  t IU ll  i n s  t: r u i n e n  1. .j ani1 t he r e  I a’: i v e  l y s t able i n t e r e s  t 
rrite erivironnicnl. .  

F-7 



0CE.V CO,\.L;4UA.'IC.d TI0 .U INC - S-1L.l -Registration Statement Date Filed: 5/9/2000 

w i t h  a n y  r e s u l t i n g  q a i n  o r  l o s s  i n c l u d e d  i n  t h e  C o n s o l i d a t e d  S t a t e m e n t  o f  
O p e r a t i o n s ,  

Long-i i  ved Asse ts  

The Cnir,pany r e v i e w s  i t s  l o n g - l i v e d  a s s e t s  for impa i rmen t  w h e n e v e r  e v e n t s  o r  
c h a n g e s  i n  c i r c u m s t a n c e s  i n d i c a t e  t h e  c a r r y i n g  amount o f  s u c h  a s s e t s  may n o t  be  
r e c o v e r : i l ~ ; e .  R e c o v e r a b i l i c y  of  t h e s e  a s s e t s  i s  d e t e r m i n e d  by co rapa r inq  t h e  
f o r e c a s t x d  u n d i s c o u n t e d  c a s h  f l o w s  a t t r i b u t a b l e  t o  s u c h  a s s e t s  t o  t h e i r  
c a r r y i n i l  v a l u e .  I f  t h e  c a r r y i n q  v a l u e  o f  t h e  a s s e t s  e x c e e d s  t h e  f o r e c a s t e d  
u n d i s c o i i n t e d  c a s h  f l o w s ,  t h e n  t h e  a s s e t s  a r e  w r i t t e n  down t o  t h e i r  f a i r  v a l u e .  
F a i r  v a l u e  i s  d e t e r m i n e d  b a s e d  on d i s c o u n t e d  c a s h  f l o w s  o r  a p p r a i s e d  v a l u e s ,  
depend in r j  ..?on t h e  n a t c r e  o f  t h e  a s s e t s .  To d a t e ,  t h e r e  have  b e e n  n o  s u c h  
i m p a i r m e n t s .  

Revenue R e c o g n i t i o n  

The Ccrmpany's r e v e n u e s  a r e  p r i n c i p a l l y  d e r i v e d  from t h e  s a l e  o f  c a l l i n g  c a r d s  
t o  d i s t r i b u t o r s ,  m a r k e t e d  th ro -gh  t r a d i t i o n a l  and  on1ip.e c h a n n e l s .  The 
d i s t r i b u t o r s  r e s e l l  t h e  c a l l i n g  c a r d s  t o  t h i r d  p a r t i e s  who i n  t u r n  s e l l  t h e  
c a l l i n g  c a r d s  t o  end  u s e r s .  Revenues a r e  r e c o q n i z e d  a s  m i n u t e s  ( o r  f r a c t i o n s  
r h e r e o f )  a r e  d e l i v e r e d  eo e n d  u s e r s  p rov i . j ed  th . a t  no s i g n i f i c a n t  Company 
o b i i g a r i o n s  r ema in  and c o l l e c r i o n  o f  t h e  r e l a t e d  r e c e i v a b l e  f r o m  t h e  
d i s t r i b u t o r  i s  p r o b a b l e .  The Company a l s o  g e n e r a t e s  r e v e n u e  frorin the s a i e  of 
w h o l e s a l e  m i n u r e s  t o  c a r r i e r s  wh ich  a r e  r e c o g n i z e d  a s  m i n u t e s  of  u s a g e  a r e  
d e l i v e r e d ,  a s suming  no s i g n i f i c a n t  Company o b l i g a t i o n s  r ema in  and  c o l l e c t i o n  of 
t h e  r e l a z e d  r e c e i v a b l e  from t h e  c a r r i e r  i s  p r o b a b i e .  

Customer p a p e n r r s  r e c e i v e c i  i n  a d v a n c e  f o r  p r e p a i d  s e r v i c e s  and  s e r v i c e s  t o  be 
s u p p l i e d  ur ider  c o n t r a c t u a l  a a r e e m e n t s  a r e  d e f e r r e d  and r e c o a n i z e d  a s  s e r v i c e s  
a r e  p r o v i d e d .  %andoned o r  unused  t i x e  on c a l l i n g  c a r d s  i s  r e c o g n i z e d  a s  
r e v e n u e  a t  che titne t h e  ca i -ds  e x p i r e  a c c o r d i n g  t o  t h e  v a r y i n g  sales t e rms ,  
wh ich  g e n e r a l l y  p r o v i d e  f o r  e x p i - a t i o n  rai1gir.g f rom 6 months 
act i v a  t i o n .  

C o s t  Jf Revenues  

Cos t  of r even l i e s  ~ ' r i m a r i l y  c o n s i s t  of a c c e s s ,  t r a n s m i s s i o n  
c o s t s ,  and  a r e  e x p e n s e d  a s  i n c u r r e d .  

G e  ne r a  I ;i nd Adnr i n 1:s I. rat .  i v e  

t o  1 y e a r  a f t e r  

and  t e r m i n a t  i o n  

G e n e r a l  and a d m i n i s t r a t i v e  e i :penses  i n c l u d e  s a l a r i e s ,  employee  b e n e f i t s  ar,d 
expenses f o r  execi i t  Ive, f nco, a n c  titiman r e s o u r c e s  p e r s o n n e l .  I n  a d d i t i o n ,  
g e n e r a l  a n d  a d m i n i s t r a t i v e  e x p e n s e s  i n c l u d e  f e e s  flsr  p r o f e s s i o n a l  s e r v i c e s  and  
occupancy  cos : s .  The3:p cos4:c are e x p e n s e d  :as j n c u r r e d .  

S a l e s  and Ma:-i:etinq 

S a i e s  a m i  inar1:e:iiiq n x p c n  t: prima r i . iy  o f  ~ e x ~ e n s e s  I-e Lar i.n3 t o  
, .  

ioiis €or .sa 1 r ; s  aiid t1r;i 1:ket j nrj 
a s .i. n r: 1.1 L- L-il (3 . rc, I- tr !-I e 

. iod from O r t o b c r  14, 1997 (Tr:t:c.ption) t o  Ccptciribcr 30, 1913, for tl-!e y e a r  
e n d e d  Sep tember  30, 1999 and  f o r  tlie si?: months ended  March 31 ,  i999 a n d  2000, 

eiiseu amoiuntea t o  a p p  m a t o l y  .$!)40, $50, 725, $13, 639 a r ~ d  
I: t i vc,; y . 
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P r o d u c t  D e v e l o p a e n t  

P r o d u c t  deve lopmenr  c o s t s  c o n s i s c  p r i m a r i i y  o f  s a l a r i e s  a r d  r e l a t e d  e x p e n s e s  
f o r  e n g i n e e r s  and  i n f o r m a t i o n  t e c h n o l o g y  personnel, s o f t w a r e  d e v e l o p e r s ,  
consu;ti .r ig f e e s ,  l a b  c o s t s  and r a r k e t  r e s e a r c h .  These  c o s t s  a r e  e x p e n s e d  a s  
i n c u r r e d .  

Income I 'axes 

The Coimpany u t i l i z e s  t h e  l i a b i l i t y  method o f  a c c o u n t i n g  f o r  income t a x e s .  
Under t1:Ls method ,  d e f e r r e d  t a x  l i a b i l i t i e s  and  assetLs a r e  d e t e r m i n e d  based on 
t h e  d i f f e r e n c e  be tween  t h e  f i n a n c i a l  s t a t e m e n t  and  t h e  t a x  b a s e s  o f  a s s e t s  and  
l i a b i l i f  ies u s i n g  e n a c t e d  t a x  r a t e s  i n  e f f e c t  for t h e  p e r i o d  i n  w h i c t  t h e  
d i f f e r e n c e s  a r e  e x p e c t e d  t o  r e v e r s e .  V a l u a t i o n  a l l o w a n c e s  a r e  e s t a b l i s h e d ,  wher. 
n e c e s s a r y ,  t o  r e d u c e  d e f e r r e d  t a x  a s s e t s  t o  t h e  amount e x p e c t e d  t o  be  r e a l i z e d .  

Nec i o s s  Per  S h a r e  

Ne: II.~:js per s h a w  i s  compated by d i v i d i n g  t h e  n e t  1.oss f a r  E h e  F e r i o d  by L i e  

weigl ice( i  , ave rage  nutr lbe~-  of coimcn s h a r e s  c u t s t a n d i n q .  S h a r e s  a s s o c i a t e d  w i t h  
L . T , O Z ~ :  clpi. i c n s ,  war i - a r l t s  an? c o n v e r t i b l e  i r ! sc ru rnen t s  a r e  n o t  i n c l u d e d  t o  tkle 

e:.: t c> r, t. t h e y  a r e  3 n : i u i 1 u t i v e  . 

U n a u d i t e d  pro forma n e t  l o s s  p e r  s h a r e  f o r  t h e  y e a r  e n d e d  S e p t e m b e r  3 0 ,  1 9 9 9  
and f o r  t h e  s i x  montlhs ended  March 31, 2 3 0 0 ,  i s  corrlplutiid b y  d i v i d i n g  the net  
l o s s  f o r  t h e  p e r i o d  by  t h e  w e i g h t e d  a v e r a q e  number o f  s h a r e s  o f  common s t o c k  
o u t s c a n d i n g ,  i n c l u d i n g  the  pro forma e f f e c t s  o f  t h e  a u t o m a t i c  c o r . v e r s i o n  o f  t h e  
Company's c o n v e r t i b l e  p r e f e r r e d  s t o c k  into s h a r e s  o f  t h e  C o r p a n y ' s  common s t o c k  
e f f e c t i v e  a t  t h e  t i x e  o f  the  Compary ' s  i n i t i a l  p u b l i c  0 f f e r i r . g  a s  i f  s u c h  
c o n v e r s i o n  o c c ~ r r e t j .  on October 1, 1998 a::d 1999, r e s p e c t i v e l y ,  o r  a t  tihe d a t e  
o f  o r i g i n a l  I s s u a n c e ,  i f  l a t e r .  

:: t r)c k -Ba t: e d C'ompi: n c, a t i oi I 

'! kl<, Coriip ii n y 3 c c i) I I II t s t o I. 5: t OI: k -ha 5 c d e Inp 1 o ye e c ompe n s a t i o n  a r r angeme ri t s in 

, " a i d  rcompl L C K  w i  1.i-I t h e  ij 

a c c o r d a n c e  w i t h  t h e  p r o v i 5 i o r . s  o f  A c c o u n t i n g  P r i p c i p l e s  Board  ( " A P B " )  No. 2 5 ,  

re qu i r e  me n t s o f S un t i . ng  f o r  S t o c k - B a s e d  C o m p e n s a t i o n . "  IJnder 
APB No. 25 ,  c o m p e n s a t i o n  c o s t ,  i f  a n y ,  i s  r e c o g n i z e d  o v e r  t h e  r e s p e c t i v e  
vestinq p e r i o d  b a s e d  inn t h e  d i f f e r e n c e ,  o n  t h e  d a t e  o f  n r a n t ,  be tween  the. f a i r  
v a i u e  of t h e  Company's  conunon s t o c k  and t i l e  g r a n t  p r i c e .  The Company a c c o u n t s  

71 -' ~ct:oii i i t. i 13~3 f ( > t  S 

th t l h ?  pL-<3visi.oi-,.; o f  SFA.': No. 
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i s  u n a u d i t e d )  

F o r e  i g n ('11 r r e  nc  y T r a n s  1 a t  i o n  

Dur ing  f i s c a l  y e a r  iY99, t h e  Company e s t a b l i s h e d  two f o r e i g n  s u b s i d i a r i e s .  
T r a n s l a t i o n  o f  f o r e i g n  c u r r e n c i e s  a r e  a c c o u n t e d  f o r  u s i n g  t h e  U S  D o l l a r  a s  t h e  
f u n c c i o w i l  c u r r e n c y  o f  t h e  Company's f o r e i g n  s u b s i d i a r i e s ,  however ,  books  o f  
r e c o r d  31.e m a i n t a i n e d  i n  t h e  l o c a l  c u r r e n c i e s .  F o r e i g n  c u r r e n c y  t r a n s l a t i o n s  
o c c u r  diur-i?.c r e n e a s u r e m e n t  o f  t h e  books o f  r e c o r d  ir.to t h e  f u r - c t i o n a l  c u r r e n c y .  
T o  d a c e ,  t h e  Company's c u s t o m e r  c o n t r a c t s  have  b e e n  d e n o m i n a t e d  ir. 1J.S. 
d o l l a r s ,  and  t h e  o p e r a t i n g  a s s e t s  and  l i a b i l i t i e s  o f  t h e  Company's  f o r e i g n  
s u b s i d i a t i e s  have  been  m i r i m a i .  A s  a r e s u i t ,  t h e r e  have  been  no s i g n i f i c a n t  
f o r e i g n  c u r r e n c y  t r a n s l a c i o n  a d j u s t m e n t s  r e q u i r e d  t o  be r e f l e c t e d  i n  
s t o c k h o l d e r s '  e q u i t y  ( d e f i c i t ) .  

U n a u d i t e d  I n t e r i m  F i n a n c i a l  I n f o r m a t i o n  

The i n t e r i m  c o n s o l i d a t e d  f i n a n c i a l  s t a t e m e n t s  o f  t h e  Company f o r  t h e  t h r e e  
months e x l e d  Decennber 31 ,  1998 and 1999, i n c l u d e d  h e r e i n  have  b e e n  p r e p a r e d  by  
t h e  Coinp:iny, w i t h o u t  a u d i t ,  p u r s u a n t  t o  t h e  r u l e s  and  r e g u l a t i o - s  o f  t h e  
S e c u r i t i e s  and  Exchange C o n m i s s i o n .  C e r t a i n  i n f o r m a t i o n  and  f o o c n o t e  
d i s c l o s u r e s  n o r m a l l y  i n c l u d e d  i n  f i n a n c i a l  s t a c e m e n t s  p r e p a r e d  i n  a c c o r d a n c e  
w i t h  g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  p r i n c i p l e s  have  been c o n d e n s e d  o r  o m i t t e d  
p u r s u a n t  to s u c h  r u l e s  and  r e g u l a t i o n s  r e l a t i n g  t o  i n t e r i m  f i n a n c i a l  
s t a t e m e n t  s .  I n  t h e  o p i n i o n  of  management,  t h e  accompanying u n a u d i t e d  i n t e r i m  
c o n s o l i d a t e d  f i n a n c i a l  s t a t e m e n t s  r e f l e c t  a l l  a d j u s t m e n t s ,  c o n s i s t i n g  o n l y  o f  
no rma l  r e c u r r i n g  a d j E s t m e n c s ,  n e c e s s a r y  t o  p r e s e n t  f a i r l y  r h e  f i n a n c i a l  
a o s i t i o n  o f  t h e  Conpany at K a r c h  31, 2000 and the  results ctf i t s  o p e r a t i n n s  and 
i t . ?  r a s h  flnws for the  s i x  moqths e n d e d  March 31, 1 9 9 9  a n d  7nf l f l .  

Recent A c c o u n t i n g  P ronouncemen t s  

I n  March 1 9 9 8 ,  t h e  h e r i c a n  I n s t i t u t e  o f  C e r t i f i e d  P u b l i c  A c c o u n t a n t s  
("AICPA") i s s u e d  S t a t e m e n t  o f  P o s i t i o n  ("SOP") No. 98-1 ,  " S o f t w a r e  f o r  I n t e r n a l  

I J S ~ , "  w h i c h  p r o v i d e s  g u i d a n c e  on a c c o u n t i n q  f o r  t h e  c o s t  o f  c o m p u t e r  s o f t w a r e  
deveLoped o r  o b t a i n e d  f o r  i n t e r n a l  u s e .  Tlhe SOP i s  e f f e c t i v e  f o r  f i s c a l  p e r i o d s  
commencing a f t e r  t l e c e m k l e r  15, 1598. Management d o e s  n o t  b e l i e v e  t h a t  tl-le 
i m p l e m e n t a t i o n  o f  SOP 98-1 will have  a m a t e r i a l  e f f e c t  on t h e  c o n s o l i d a t e d  
f i n a n c i a l  s t a t e m e n t s .  

.. 

I n  A p r i l  1998 ,  t!-ie A I C P A  j s s u c ( j  SOP N o .  9 8 - 5 ,  "Reporti.ng on t!le C o s t s  o f  
S ta r t -1Jp  A c t i v i t i e s . "  SOP No. Y8-5 r e q u i r e s  t h a t  a l l  s t a r t - u p  c o s t s  r e l a t e d  t o  
new ope ra :  i o n s  m u s t  hc, c x r c  d a s  inciirrpd. I n  a d d i t i n n ,  s t a r t - l i p  c o s t s  t h a t  
were  c a p i t a l i z e d  i n  t h e  p a s t  nilis r i t t e n  o f f  when SOP No. 98-5 i s  a d o p t e d .  
The cidc'pt ion of S O P  No. 9E'-5 dur e t h i r d  q u a r t e r  of f i s c a l .  1338 d i d  n o t  

o p e r a t i o n 5  o r  cash f l o w s .  
n y ' : ,  t i n a n c i a 1  l . m ~ i t i o n ,  I 

Fi 11 :i i i  c i a 1 i :: !- L u i i e  11 1- s w1 I i 12 1 > s uL1 j e 1 2  L !: 1 I I  Ciuiiipaii y L u c'u iic t: i i  '- L a 1- i c.) 11 s ti iI c' re rd i 
r i s k  c o n s i s t  p r i m a r i l y  o f  c a s h  and c a s h  e q u i v a l e n t s  and t r a u e  a c c o u n t s  
r e c e i v a b l e  . T h e  C n y  i i i a i n t t , 7 i n s  i t s  c a s h  a n d  c a s h  e q i i i v a l c n t s  with n i a i n r  
i i n  a 111.: i a 1 iris t i t 1.1 I: ioi i  :j ; 
i n s t i t u t i o n  may e x c e e d  
are d e r i v e t i  f r o m  !-c;vcriiie (?:ir-~ieci  F r o r  ciu.ctc> 

ne ce s s a r y ,  t he Cniiip;i n y t::veis n f  c r e d i t  ;-o r 
q c n e L a l l y  doii-.s nul. : - i ' r p ~  flom;,any ma 1 n t a  in:; r 
p o t e n t l a 1  C L t i d l t  losses L , 3 .  ecLed collectibiliLy 
r e c e i v a b l e .  'To ( r - i t c , ,  ,.ut-!-, w i t 1 - 1 i : i  management 's 

a L 1 

S L a t e s .  AltIloLqn ;i I i 1 3 j O  
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OCEN COMXLJNICATIO~JS, INC 

NOTES TO CONSOSIDATEC FINAPVCIAL STATZ,MENTS--(Conrinued) 

( A l l  i n t e r i m  i n f o r m a t i o n  r e l a t i n g  t o  t h e  p e r i o d s  ended  March 31, 1 9 9 9  a n d  2000 
i s  u n a u d i t e d )  

Revenues f rom s i g n i f i c a n r  customers were  a s  f o l l o w s :  

A: Sep tember  30,  1 9 9 9 ,  t h e  Compaiiy had  r e c e i v a b l e  b a l a n c e s  f rom A b e s t  
I i i ~ e ~ r ~ a l . i o i i a l  3 1 1 ~ 1  NiesL C u ~ i u i i u : ~ i c a L  i u i i s ,  I i i c .  ("%e.iL") a l i i  STE Coi [u i~u i i icaLio i is  
a p p r o x i m a t i n g  62% and  12% of t o t a l  a c c o u n t s  r e c e i v a b l e ,  r e s p e c t i v e i y .  A t  March 
31,  200C, tlhe Company had  r e c e i v a b 1 . e  b a l a n c e s  f rom A b e s t ,  STE C o m i u n i c a t i o n s  
ar.d Scar Communica t ions  a p p r n x i m a t i n q  3 3 % ,  2 4 %  and  10% o f  t o t a l  a c c o u n t s  
rece i Val- 1 A ,  re spec t: i v e  1 y . 

A s  o f  Mnrch 31,  ?0f l0 ,  o n e  of t h e  Company's  ; a r g e s t  c u s t o m e r s ,  M J A S ~ ,  owed thn 
Company $ 7 8 5 , 7 6 2 ,  a l l  o f  wh ich  was p a s t  d u e .  The Cornpany b e l i e v e s  t h a t  non-  
payment is  a r e s u l t  o f  a l a c k  o f  l i q u i d i t y  a t  A b e s t .  In  J a n u a r y  ;00@,  A b e s t  
s o l d  s u b s t a n t i a l l y  a l l  of  i t s  a s s e t s  t o  T i a n r o n g  I n t e r n e t  P r o d u c t s  a n d  S e r v i c e s  
an  o v e r - t h e - c o u n t e r  p u b l i c l y  t r a d e d  company, i n  exchange  f o r  r e s t r i c t e d  common 
stock o f  'T ian ronq ,  kiowever, 'Tianrong did n o t  assume ar.y of  Abest ' s  l i a b i l i t i e s ,  
A l t h o u q h  tile Company i s  c u r r e n t l y  n e g o t i a t i n g  w i t h  Abest t o  c o l l e c t  amounts due 
t h e  Company, t h e  Company c a n n o t  assess the i l l t i m a t e  c o l l e c t i h i l i t y  o f  t h i s  
balc?rice a i i d  a b  sucti  has i i r i c i ~ i e d  a l l  rever iue tel.aLii:g Lo tile o u l s t a n d i n y  
i ir icollccted r e c e i v a b l e  b a l a n c c  from Abes t  air Dncerllber 31 ,  1999 a s  a result o f  
I b h ~  i . i i i - i ~ r t  n i n t y  ~ i i r r n i ! n d i n q  t I I C  coI l e c t . i o n  n t  siic-11 n:ni ' i i r i t  a:~.i-l wi 1 i r ec -nqn ize  

L - ~ V ~ I I I U ~  r ~ l s t o d  1.0 t.he 111ic01:eciri:d A t I - e c e i v a b l e  at M;irch  
o;:iiii:itc>ly 26% c , f  t c j t . a l  d e f e r  

rk>v6?:1\1~: II~.-"'I~ l.IlC~ (C01 1 . C ~ C L i ~ i l l  I.): I t I l L '  L i v ; i i > i t ,  b:il;iiic,: I L O I I I  /U 

The Company operates i.11 one  induct r y  seqrnent p r o v i d i n q  IP corxnun ica t - ions  
p r i n c i . p a l i y  based j.n t h e  I j n i t e o  

S e p t e m b e r  3 0 ,  March 31 ,  
1 9 9 cj ,? fl fl fl 
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U n i t e d  S t a t e s . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . .  $ 1 , 9 6 9 , 7 7 3  $ 5 , 9 0 4 , 2 7 3  
Main lan ,3  Ch ina  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  _ _  1 , 0 5 3 ,  E l i  
Taiwan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3 9 2 , 2 0 3  74€,559 
Hony Kong . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3 8 3 , 4 9 6  1 , 2 2 7 , 2 4 3  

T o t a l  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3 , 7 4 5 , 3 7 2  $ 2 , 7 3 3 , 8 8 9  
_ _ _ _ _ _ _ _ _ _  _ _ _ _ _ _ _ _ _ _  

---------- _ _ _ _ _ _ _ _ _ _  ---------- _ _ _ _ _ _ _ _ _ _  
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OCEN C3MMUNICATIONS, I N C .  

NOTES T C  CONSOLIDATE; FINANCIAL STATEMENTS--(Continued) 

( A l l  i n t e r i m  i n f o r m a t i o n  r e l a t i n g  t o  r h e  p e r i o d s  e n d e d  March 31 ,  1 9 9 9  and  2 0 0 0  
i s  u n a u d i t e d )  

4 .  C r e d i t  F a c i l i t i e s  anci C o n v e r t i b l e  N o t e s  P a y a b l e :  

C r e d i t  F a c i l i  tics 

i n  A p r i l  i999, t h e  Company e x e c u t e d  a $1,0@0,000 l e a s e  l i n e  c r e d i t  f a c i l i t y  
( t t le " F a c i l i t y " )  w i t h  a l e n d e r  t o  r e f i n a n c e  c e r t a i n  e q u i p m e n t  p u r c h a s e s .  The 
F a c i l i t y  i s  s e g r e g a c e d  i n c o  two $300,000 t r a n c h e s ,  one  i n m e d i a t e l y  a v a i l a b l e  t o  
the Company a n d  t h e  s e c o n d  s u b j e c t  t o  c e r t a i n  c o n d i t i o n s  a s  s e t  f o r t h  i n  t h e  
F a c i l i t y .  i n  c o n n e c t i o n  w i t h  t h e  F a c i l i t y ,  t h e  Company i s s u e d  a w a r r a n t  t o  t h e  
l e n d e r  t o  p u r c h a s e  8 0 , 0 0 0  s h a r e s  o f  i t s  S e r i e s  A p r e f e r r e d  s t o c k  a t  an  e x e r c i s e  
p r i c e  o f  $ 1 . 2 5  (See Note  1 2 ) .  I n  J u n e  1999 ,  tlie Company b o r r o w e d  u n d e r  the 
f i r s t  t r a n c h e  b y  r e f i n a n c i n g  equ ipmen t  purcl.ases o f  a p p r o x i m a t e l y  $480 ,  000 and  
S19, 0CO undei-  two c' a r a t e  lease aqre<?ment.y (See Note 7 ) .  These i 
in t e 1-e F 1: :i t 3 L- a 1- o app m:i irira t 1-3 i y 1 1 R pe 1 .  annum, wh ich  amoun ted  I- o i i i  t e r s 1. 

i a p p r o x i m a t e i y  $11 ,000  f o r  t h e  c a r  e n d e d  Septemb 

i t y ,  and  on December 31,  1999 ,  e u n u s e d  p o r t i o n  
3 0 ,  199Cj, IKIle cUlilp:3ny I l d  I l O t  i L rowo , . j  lullde r the  

u x p i i . s d .  

Tn 8 J . ~ ~ . ~ e  3 939, : l i ~  roinpany L,osn an13 : ; n c i ~ r i t y  Rc7i-cpimnt (t!-tc 
" A g r e e n e n t " )  w i t h  a l e n d e r  u n d e r  w t i i c l ?  t he  Con1par.y c o u l d  r e f i n a n c e  lip t o  
$ 1 ,  0 0 3 ,  00C af q u a l i f i e d  equ i t  ~ ~ i i t - c l i a s e s  tlirouijl-1 December 3 1 ,  1 9 9 9 ,  or A p r i i  
30,  2000 i f  ext:erided. Tthe p i ~ r c l i a s e  period was cot e x t e n d e d  a n d  e.xpired on 
December 31 ,  1YY9. I n  J L I I ~ ~  i939, t h e  Company bor rowed  u n d e r  t h e  c r e d i t  f a c i l i t y  
and e:.:eci.it.ed two i n d i v i d i i a i  f o r a p p  rn:i i:o a t e 1 y 

L O  i.11 81 i~ne  .!Of]?, are 021 eqi.iipinent and a r e  
, o c ~ n  : I l l i i  : i tis,(:ori. TI,, .1'13l.ely l l ' i  p ' I  : l l l l l l l l l l ,  

o f  e a c h  n o t e ,  thr. C:onipany i-ian 
i.onal. 1 3  inonths  01- make one  

1 kl,? ;lqqr-Pf!n t (? C i l l  

p ~ - i n r i r ) a l  b a l a n - e  nf three nni- o : < i m a t p l y  5:?7'1, 00 

In November 1997, the C0mpar.y cu ted  a <>l, 000, 000 e c j u i p m e n t  Le 

t h e  f i r s t  d a y  o f  mon th .  T1-e r a t e  i s  3 . 3 0  
31, 2flfL0, ILilc C:<~JrllFlar!v 
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Company h a d  no borrowir .gs  u n d e r  t h e  Equipment  L i n e .  

C o n v e r c i  b l e  Noces P a y a b l e  

I n  J a n u a r y  20C0, t h e  Company i s s u e d  c o n v e r t i b l e  n o t e s  ( t h e  " N o t e s " )  i n  
e x c h a n g e  f o r  $lO,OCO,OOO. A s  d e f i n e d  i n  t h e  a g r e e m e n t ,  t h e  N o t e s  a r e  
c o n v e r t i b l e  i n t o  e q u i t y  s e c u r i t i e s  o f  t h e  Company upon t h e  o c c u r r e n c e  o f  
c e r t a i n  e v e n t s ,  b e a r  i n t e r e s t  a t  6 %  p e r  annum a n d  m a t u r e  i n  J a n u a r y  2 0 0 5 ,  i f  
n o t  c o n v e r t e d .  T h i r t y  p e r c e n t  o f  c h e  o u t s t a n d i n g  p r i n c i p a l  s h a l l  a u t o m a t i c a l l y  
c o n v e r t  i n t o  e q u i t y  s e c u r i t i e s  o f  t h e  Company upon t h e  c l o s i n g  o f  t h e  s a l e  o f  
e q u i t y  s e c u r i t i e s  i n  wh ich  t h e  Company r e c e i v e s  gross p r o c e e d s  o f  a t  l e a s t  
$ 1 0 , 0 0 0 ,  000 ( " Q u a l i f i e d  F i n a n c i n g " )  . The c o n v e r s i o n  r a t e  s h a l l  b e  $ 1 7  . O O  p e r  
e q u i t y  s e c u r i t y ,  o r  if t h e  Q L i a l i f i e d  F i n a n c i n g  i s  an  I P O ,  t h e  l e s s e r  o f  5 1 7 . 0 0  
o r  t h e  IPO p r i c e  p e r  s h a r e .  The Company h a s  d e t e r m i n e d  t h a t  t h e  p o r t i o n  o f  t h e  
N o t e s  that a r e  s u b j , e c t  t o  a u t o m a 7 i c  c o n v e r s i o n ,  o r  $ 3 ,  0 0 0 , 0 0 0 ,  upon t h e  c i 0 s i r . q  
o f  a Q u a l i f i e d  F i n a n c i n g  do n o t  have  an  a s s o c i a t e d  b e n e f i c i a l  c o n v e r s i o n  
f e a t u r e  ("BCF") s i n c e  t h e  iu'otes a r e  c o n v e r t i b l e  a t  a p r i c e  t h a t  a p p e a r s  t o  be  
i n  e x c e s s  o f  t h e  e s t i r t a t e d  deemed f a i r  v a l u e  o f  t h e  common stock a t  t h e  d a t e  c f  
i s s u a n c e .  
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OCEN COMNICATIONS, I N C .  

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(Continued) 

( A l l  ii-iterim i n f o r m a t i o n  r e l a t i n g  t o  t h e  p e r i o d s  ended  March 31, 1 9 9 9  a n d  2000 
i.c i . i naud i t ed )  

5 .  P r o p e r t y  a n d  Equ ipmen t :  

Prcperty a n d  equ ipmen t  c o n s i s t  o f  t h e  f o l l o w i n g :  

Computei. and netwoi-1: communi c n t i t 2 n s  ec.1uipmsnt, 
i n c l i i d i n q  a s s e t s  u n d e r  c a p i t a l  l e a s e s  o f  
$ 4 9 9 , 5 0 0  a n d  $972 ,804  a t  Sep tember  30,  1999  . 
and  Xar~:h 31 ,  209,G, ~ - e r p e c c i v e l y .  . . . . . . . . . . . . .  

F u r n i t u r e  and  f i x t u r e s . .  . . . . . . . . . . . . . . . . . . . . . . .  
Le a s  e 1-1 o 1ci i rnp 1-ov em(-, :i t s . . . . . . . . . . . . . . . . . . . . . . . . .  

Less: AcciJmulnted d e p r e c i a t i . n n  and 
amo I-t i 7, R t i o n  , i IIC 1, i i i i  in l i n t s  r e l a t e d  to 
a s r c t s  Ll!ldl!L- c a p ;  tal IC of $42, 625 2lld 

$149,525 f?!" th.. yc0:- S,-ptr , rnlv:-  3f1, 1 9gCi 
,:in'J fol: L h i ?  i i ionthr cndcci  Marc11 31, 200(?, 
i . e ; p e c t i v e l y  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

:'-,'.a1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

$3,317,556 .$a, 0 7 5 , 9 8 8  

S 6 3 ,  902 5116,550 
44,01[4 111,351 

- - - - - -____ _ _ _ _ _ _ _ _ _ _  
3,145,412 8,733,889 



and  natr i re  d u r i n g  v a r i a u s  months i n  t h e  y e a r  2 0 0 1 .  Dur ing  t h e  y e a r  e n d e d  
Septer!bvL- 3 0 ,  1999 ,  i n  c o n r , e c t i o n  w i t h  t h e  S e r i e s  A p r e f e r r e c  s t o c k  f i n a n c i n q ,  
n o t e s  b j t a l i c c j  a p p r o x i m a t e l y  5250,0c'O, plus a c c r u e d  i r . terest  o f  5 2 , 7 9 0 ,  w e r e  
c o n v e r t '  d i n t o  186,234 s h a r e s  o f  S e r i e s  A p r e f e r r e d  s t o c k .  The r e m a i n i n q  n o t e  
f o r  Ssf!,OOO was r e p a i d  b y  t h e  Compazy. A t  S e p t e n b e r  30,  1998  a n d  1 9 9 9 ,  t h e  
Ccxpany had o u t s t a n d i n g  r e l a t e d  p a r t y  n o t e s  o f  a p p r o x i z a t e l y  $230,0C0 a n d  $ 0 ,  
r e s p e c t  j v e l y .  

A t  Sa [ ) t ember  3 0 ,  1998 and  1999 ,  t h e  Compar-y h e l d  n o t e s  r e c e i v a b l e  f rom 
e m p l o y a c s ,  dii-ecEo1-s a n 6  m a j o r  s t o c k h o l d e r s  t o : a l inq  $ 6 1 ,  C40 a n d  $ 6 5 , 7 0 9 ,  
r e s p e c t ,  i v e l y ,  for t h e  p u r c h a s e  o f  common stoc:~: .  The n o t e s  a r e  u n s e c u r e d ,  b e a r  
iczerest- a t  5 . 5 8  per ar.num and x a t u r e  on Sep tember  2 9 ,  2 0 0 1 .  The n o t e s  a r e  
c l a s ~ i i i - e d  a s  a component  o f  s t o c k h o l d e r s '  e q u i t y  ( d e f i c i t ) .  
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OCEX comL.:<:cAr IOI\JS, I N C  

N;XES TC) CCINSOLITIATELI FINANCIAL STATEMENTS-- (Con t  i n i i e d )  

(All i n t e r i m  i n f o r i n a t ~ o n  r e l a t i n g  to t he  pe r ioc i s  ended  March 31, l9qO and  200Ci 
j.s u n a i i d i t c d )  

7. C o n u r i + ~ : r i e : i t j  a17.d C o n t i n g e n c i e s :  

L e a s e s  

The Con!.;tany l e a s e s  i t s  faci I i t i e s  and  c e r t a i n  compciter e q u i p m e n t  u n d e r  noli- 
cancelable 1 for v a r y i n g  p e r i o d s  tl;rsi.ign 2fi74, e x c l t i d i n g  v a r i o u s  o p t i o n s  

)winq a r e  tlie f - t u r e  mininl-:-l co in in j  tm ,?n t s  l.;nder 1.11 

ac SepLeIlliier 3 0 ,  1999: 

~ n n D  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
.... O! . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
,Of!_ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
:'On . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
" l f ' l  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

r. ,n 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
r ' r ; s t . .  . . . . . . . . . . . . . . . . . . .  

v: i l . l l~~!  < ) I  l i l l l ; ~ l l l ~ l l l ,  I i  I P:Jyl . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . .  

LC'I.LJ - t e r;: g x  I : I O 1  1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
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2004 

ServLce Agreemen t s  

The Cr)inpany h a s  e n t e r e d  i n t o  v a r i o u s  r e r m i n a t i o r . ,  a c c e s s ,  i n t e r n e t  
c o n n e c t i v i t y  and  f a c i l i t y  mar.agement s e r v i c e  a g r e e m e n t s  w i t h  v a r i o u s  
te lecomnl i in ica t ion- re la ted  ccmpan ies  e x t e n d i n g  t h r o u g h  2CC2, e x c l u d i n q  v a r i o u s  
r e n e w a l  o p t i o n s .  

At March 3 1 ,  2000,  commitments  u n d e r  t h o s e  s e r v i c e  a g r e e m e r t s  r e q u i r i n g  
f c t u r e  ini.nimuin paymen t s  were  a s  f o l l o w s  f o r  t h e  f o l l o w i n g  f i s c a l  y e a r s :  

LOO c . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2,482,949 
2301 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,764,123 
2 0 ~ 2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  796 ,158  

$ 5 , 0 4 3 , 2 3 0  
_ _ _ _ _ _ _ _ _ _  
_ _ _ _ _ _ _ _ _ _  _ _ _ _ _ _ _ _ _ _  

L i t i q a t i o n  

F r c n  t i m e  to t i m e ,  t h e  Company has been  p a r t y  t o  v a r i o u s  l i t i g a t i o n  and  
a d m i n i s t i - a t i v e  p r o c e e d i n g s  r e l a t i n g  t o  claims a r i s i n g  i n  the n o r m a l  c o u r s e  o f  
b u s i n e s s .  To date, the r e s o l E t i o n  of  t h e s e  m a t t e r s  h a s  n o t  had a m a t e r i a l  
a d v e r s e  e f f e c t  c n  :!le Company's c o n s o l i . d a t e d  f i n a n c i a l  posj t i o n ,  r e s u l t s  o E  
o p e r a t i o ~ s  o r  c a s h  f l o w s .  

F-14 

OCEN COMMJNICATIONS, INC. 

N 0'1' L* 1- 
113 'TO CC:NSOLIW\TE:l FINANCIAL STATEMENTS-- ( C o n t i n u e d )  

( A l l  i n t e r i -  i n f o r m a t i o n  r e l a t i n g  t o  t h e  p e r i o d s  e n d e d  March 3 1 ,  1999  a n d  2CC0 
i s  u x a u d i t e d i  

8 .  Asse t  P u r c h a s e  A g r e e m e n t s :  

I n  .August and  S e p t e m b e r  1999 ,  t h e  Company p u r c h a s e d  c e r t a i n  e q u i p m e n t  and  
~ ~ t h e r  f i x r i d  assets from 1Gi;int #J ,3int  I n t ~ r n a k j o n a l  L i m i t e d ,  l o c a t e d  i n  Iionrj 

i t ed  i : i  ' l ' a i w : ~ n ,  i v e l y ,  1~or ;i t c l t a l  
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Depl- L -  -, ( -  i a t i vi, -__- and a : i i L o r t i z a z i a n . .  . . . . . . . . . . . . . . . . . . . . . . .  9 1 0  
;e fer : -ed reve;? ' les .  -0,725 
s t c; k - ba s e (j compensa: ion. .  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  67,732 

2 7 2  

Tots; d e f e r r e d  t a x  assets..... . . . . . . . . . . . . . . . . . . . . . . . . . .  2 7 6 , 8 5 0  

S'aluat ini :  a iLowance. .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ( 2 7 6 , 6 5 l ? )  

Net deferred t a x  a s s e t s  S -- 

9 .- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
- .  , I -  ,- "i.leL. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

- - - - - - - - - 

- - - - - - - - - 

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

- - - - - _ _ _ - - - - - - _ _ _ - 

Due to uncertainty s ; r r o u n d i n g  t h e  r e a l i z a t i o n  o f  the  b e n e f i t s  i n  f u t u r e  t a x  
r e t i r n s ,  t h e  Cornpany p l a c e 6  a f u l l  v a l u a t i o n  a l l o w a n c e  a g a i n s t  i t s  d e f e r r e d  t a x  
a s s e t c  3.5 o f  Sep tember  3 3 ,  1936 and  1 9 9 9 .  

As of S e p t e m b e r  3 0 ,  1 9 9 9 ,  t h e  Company h a d  f e d e r a l  a r d  s t a t e  n e t  o p e r a t i n ?  
l o s s  c a r r y f o r w a r d s  o f  a p p r o x i m a t e i y  $ 2 , 9 1 5 , 1 2 0  e a c h .  The f e d e r a i  n e t  o p e r a t i n g  
loss ca!-i-yforwards will b e g i n  to e x p i r e  i n  2C:13, and t h e  s t a t e  n e t  c p e r a t i n q  
l o s s  c a r r y f o r w a r d s  w i l l  b e g i n  t o  e x p i r e  i n  2003. The Company's  ahiiity t o  
u t i l i z e  n e t  o p e r a t i n g  l o s s  c a r r y f o r w a r d s  may be l i m i t e d  i n  tkle e v e n t  t h a t  a 
change  i n  o w n e r s h i p ,  a s  d e f i n e d  i n  t h e  i n t e r n a l  Revenue Code, o c c u r s  i n  t h e  
f u t u r e .  

OCEN COMNICATIOPJS, INC. 

NOTES 'TO CONSOLlDATED FINANCIAL STATEiXENTS-- ( C o n t i n u e d )  

(Ali in:er im i i i f o - i n a t i o n  : - e l a t i n g  t o  the p e r i o d s  e n d e d  March 3 1 ,  1 9 9 9  a n d  2 0 0 0  
is u n a u d i t e d )  

1 0 .  S a y i  L a l i i a t  i on: 

Stocl :  Sp l  i tc 

A 
u 

D 
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The h o l d e r s  o f  ? r e f e r r e d  S t o c k  nave  v a r i o u s  r i g h t s  and p r e f e r e n c e s  a s  
 follow^ : 

D i v i d e n d s  

Each s h a r e  o f  S e r i e s  A, S e r i e s  E ,  S e r i e s  C and S e r i e s  D P r e f e r r e d  S t o c k  
p r o v i d e s  f a r  d i s c r e t i o n a r y ,  nancununElar ive d i v i d e n d s  o f  $ 0 . 0 7 5 ,  $ 0 . 1 1 5 ,  $0.126 
and  $ 0 . 4 5  p e r  s h a r e ,  pel-  annuz, r e s p e c t i v e l y .  

C o n v e r s i o n  

Each s h a r e  o f  ? r e f e r r e d  S t o c k  i s  c o n v e r c i b l e  i n t o  s h a r e s  o f  comnon s t o c k  a t  
t h e  o p t i o n  o f  clie h o l d e r  a: a n y  t i m e  a f t e i -  t h e  d a t e  o f  i s s u a n c e  o f  s u c h  s h a r e s .  
Each s h a r e  o f  S e r i e s  A , S e r i e s  B ,  S e r i e s  C and  S e r i e s  D P r e f e r r e d  S t o c k  w i l l  
a u t o : n a t i c a l ? y  c o n v e r t  t o  common s t o c k  upon t h e  consummation o f  t h e  Company's  
i n i t i a l  p u b l i c  o f f e r i n g  ("IPO") o f  comion s t o c k  i f  tihe Company r e c e i v e s  g r o s s  
p r o c e e d s  o f  a t  l e a s t  3 i 0 , 0 0 0 , 0 0 0  and  t he  o f f e r j n q  p r i c e  p e r  s h a r e  i s  a t  l e a s t  
$9.37, or upon a p p r o v a l  by 67% of :he h o l d e r s  o f  e a c h  c l a s s  o f  P r e f e r r e d  S t o c k .  

Ir. c o n n e c t i o n  w i t h  t h e  i s s , J a n c e  o f  t h e  S e r i e s  D P r e f e r r e d  S t o c k  i n  J a n u a r y  
2900, tile Company i n c u r r e d  an  e s t i r c a t e d  non-cash  clharge t o  e q u i t y  r e l a c i n g  t o  
t h e  YCF on the Series D PL-eferL-i-d S t o c k .  The BCF c h a r g e  was c a l c u l a t e d  u s i n g  
t h e  deemed f a i r  v a l u e  o f  common s t o c k  on t h e  d a c e  o f  i s s u a n c e ,  s u b t r a c t i n g  t h e  
c o n v e r s i o n  p r i c e  arid tl:en 11iult:ipl t!-~e r e s ; l t i n g  amount b y  t!ie tiiiniber of 
s h a r e s  o f  common s t o c k  i n t o  wh ich  s h a r e s  o f  S e r i e s  D P r e f e r r e d  S t o c k  a r e  
c o n v e r t i b l e  ( 1 , 0 6 6 ,  6 6 5  s h a r e s )  . The Coinpathy r e c o r d e d  a BCF c h a r g e  of 
54 ,  479, 993, T h i s  non-cash  e q u l t  y i m p a c t e d  t h e  Compxny's  n e t  
l3->c,q rppr s h i i c i  = ~ p ~ ' l  irah1.c 1-r) f o r  the si?: n7,cntlhs c n d c d  Marcl i  
31, 2020. 

V o t i n g  

Eac!-~ sha re  o f  S e r i e s  A ,  S e r i e s  a ,  S e r i e s  C and  Se r i . e s  0 P r e f e r r e d  S t o c k  i s  
e r , t i t i e d  t o  the ?umber o f  v o t e -  e q u a l  t o  t h e  ncmber o f  s h a r e s  o f  cornmon z t o c k  
L h a t  c o u l d  be c o n v e r t e d  on  LI-E d a t e  o f  v o t e .  

E'-16 
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S!iares : s s u e d  f o r  S e r v i c e s  

I n  c o i l n e c t i o n  w i t h  an  ag reemen t  w i t h .  a t h i r d  p a r t y ,  t h e  Company i s s u e d  
488 ,680  s h a r e s  o f  com.on  s t o c k  f o r  s e r v i c e s  p r o v i d e d  i n  f i s c a l  y e a r  1 9 9 8 .  A t  
rrhe d a t c  o f  i s s u a n c e ,  t h e  s n a r e s  w e r e  v a l u e d  a t  t h e  deemed f a i r  v a l u e  f o r  
a c c o u n t i n g  p u r p o s e s ,  r e s u l t i n g  i n  a c h a r g e  o f  $ 2 4 , 4 4 4 ,  w h i c h  i s  i n c l u d e d  i n  
g e n e r a l  a n d  a d m i n i s t r a t i v e  e x p e n s e  i n  t h e  accompany ing  C o n s o l i d a t e d  S t a t e m e n t  
o f  O p e r a t i o n s  f o r  t h e  p e r i o d  from O c t o b e r  1 4 ,  1997 ( i n c e p t i o n )  t h r o u g h  
S e p t e m b e r  3 0 ,  1 9 9 8 .  

11. Stock: O p t i o n s :  

i n  S€p':ember o f  1 9 9 8 ,  t h e  C0mpar.y a d o p t e d  t h e  1998  S t o c k  O p t i o n / S t o c k  
I s s u a n c e  P l a n  ( t h e  " P l a n " )  wh ich  i s  d i v i d e d  i n t o  two s e p a r a t e  e q u i t y  p r o g r a m s ,  
t h e  Opt.Lon G r a n t  Proqram and t h e  S t o c k  I s s u a n c e  P rogram.  

The O p t i o n  G r a n t  Program p r o v i d e s  f o r  rrhe i s s u a n c e  o f  n o n q u a l i f i e d  and  
i n c e n t i v e  s t o c k  o p t i o r , s  to err,ployees,  non-empioyee members o f  t h e  b o a r d  and 
c o n s L 1 t a n t s .  The e x e r c i s e  p r i c e  p e r  s h a r e  i s  n o t  t o  be  l e s s  t h a n  8 5 %  o f  t h e  
f a i r  m a r k e t  v a l u e  p e r  s h a r e  o f  t h e  Company's  common s t o c k  on  t h e  d a t e  o f  g r a n t  
f o r  n o n y u a l i f i e d  s t o c k  o p t i o n s .  I n c e n t i v e  s t o c k  o p t i o n s  may n o t  be g r a n t e d  a t  
l ess  t h a n  1 0 0 %  o f  t h e  f a i r  marke t  v a l u e  o f  t h e  Company's  common s t o c k  on t h e  
d a t e  o f  g r a n t  ( 1 1 0 %  i f  g r a n t e d  t o  an employee who owns 1 0 %  o r  more o f  t h e  
cotmcn s t o c k ) .  O p t i o n s  g e n e r a l l y  b e g i n  v e s t i n q  six months  a f t e r  t h e  v e s t i n g  
s t a r t  d a t e ,  q e n e r a l l y  t h e  employees  d a t e  o f  h i r e ,  and  g e n e r a l l y  v e s t  r a t a b l y  
o v e r  B f o u r - y e a r  p e r i o d  and  e x p i r e  t e n  y e a r s  froin t h e  d a t e  o f  g r a n t .  I n  
a d d i t i o n ,  c e r t a i n  e m p l o y e e s  have  o p t i o z s  t h a t  v e s t  i m m e d i a t e l y .  I n  t h e  e v e n t  
t h e  h o l d e r  o f  t h e  o p t i o n  c e a s e s  t o  be employed by  t h e  Company, a i l  u n v e s t e d  
o p t j o n s  RL-e f o r f e i t e d ,  a l l  v e s t e d  o p t i o r . ~  may be  e x e r c i s e d  w i t h i n  R p e r i o d  (of 
'up t o  3 iiicntihs a f t e r  t e r a i n a t i c c  and  a n y  o p t i o n s  c x c r c i c c d  f o r  ~ ~ , v c s t c d  s h a r e s  
o f  common s t o c k  a r e  s u b j e c t  t o  r e p l l r c h a s e  by t h e  Company a t  t h e  o r i g i n a l  
e x e r c i s e  p r i c e .  The Company had 416 ,250  and 338,243 u n v e s t e d  s h a r e s  o f  common 
s t o c k  i s s u e d  and  o u t s t a n d i n g  u n d e r  t h e  p l a r .  a t  S e p t e m b e r  3 0 ,  1999  and  March 31, 
2 0 0 0 ,  r e s p e c t i v e l y ,  w h i c h  were s u b j e c t  to r e p u r c h a s e  by  t h e  Company a t  t h e  
r e i a t e d  e x e r c i s e  p r i c e s .  Under t h e  t e r m s  o f  t h e  P l a n ,  a s  amended i n  J a n u a r y  
1999 ,  o p c i o n s  t o  p u r c h a s e  2 , 6 1 1 , 2 0 0  s h a r e s  o f  common s t o c k  w e r e  r e s e r v e d .  A s  o f  
S e p t e x b e r  3 0 ,  1999,  o p t i o n s  t o  p u r c h a s e  8 0 6 , 2 3 0  s h a r e s  o f  common s t o c k  were  
3 v a i i . a h l e  f o r  f u t u r e  q r a n t .  

The S tock  I s s u a n c e  Prograin p r o v i d e s  for s h a r e s  o f  common s t o c k  t o  be i s s u e d  
d i r e c t l y  L ~ I L - O U < : ' ! I  e i t h e r  ~ h c  i ruirediatc  purclhase of s l l a r e s  or a s  a bonus  f o r  
. : e r v i c c ~ '  re:idr:rcd. T h e  p u r c l ~ a x  p r i c e  p e r  s h a r e  i s  ~ o t  to bc! i n s 5  :i-Ian 85% [of 
t h e  f a i r  m a r k e t  v a l u e  p e r  - h a r e  o f  the Company's  cornrnc~n s t o c k  on the d a t e  o f  

common s t o c k  m u s t  be  q r a n t e d  a t  no 
p r i c i ,  i f  i j r a n t i , d  t o  ~ r ,  c?mpI.oyec who own:: 10% o r  more (-)f t1-1~: 

( A l l  ~ n t e r i : ;  i n f o r i m t i o n  I - e l . a t inq  t o  t h e  p e r i o d s  ended  March 31 ,  1.999 and  2000 
i.; i i n a i i r i i + i ~ ~ 2 )  
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W e  i g h  t e d- 
Average  

E x e r c i s e  
P r i c e  p e r  

S h a r e s  S h a r e  
_ _ _ _ _ _ _ _ _ -  _____----  

C u t s t a n c l i n g  a t  O c t o b e r  1 4 ,  1 9 9 7  ( I n c e p t i o n )  -- -- . . . . . . . . . . . . . . .  
G r a c t e d . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,:1;,200 S0.C3 
E~eLz;3ed, . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,111,200) 0.01 
C a r . c e l , ~ d  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  _ _  -- 

_ _ _ _ _ _ _ _ _ _  ____-  
O u t s t a n d i n g  a t  Sep tember  30,  1992 . . . . . . . . . . . . . . . . . . . . . . . . .  

iGranti n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
E x e r c i s e d .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Cancs  ;..- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

' h t s t a n i i n 7  a: Sspterrtber 50, 139:'. . . . . . . . . . . . . . . . . . . . . . . . .  
Z r a n t  e. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
E v e ~ - ~ i s e  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C a n c e l e d . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

_ 

_ _  
994, 4 9:) 

(300,723) 

693,770 

(61,300) 

_ _  

- - - - - _ _ _ - 

1, 661,115 

(195, 070) 

O p t i o r i r .  : ; r a n t e d  f o r  t ~ - I C -  perion from O c t o b e r  3 . 4 ,  1397 ( T n c e p t i o n )  t h r o u  
SPp t -ex tv r  ?n, 199R,  f o r  t-l ip y p n r  pnripri Septendwr in, 1 9 9 9  ant3 f o r  t h e  s i  
months e n d e d  P a r c h  3 1 ,  2 0 0 0  r e s u l t e d  i n  total d e f e r r e d  c o m p e n s a t i o n  o f  $ 

(94,560, S 535 ,549  am3 $ 7 , 4 1 7 , 3 0 5  r w c t i v e l y ,  and were  r e c o r d e d  a s  d e f e r r e d  
c o m p e n s a i i o n  111 s t o c k l i o l d e r ' s  e q u i t y .  T h i s  d e f e r r e d  c o m p e n s a t i o n  r e p r e s e n t e d  
rile aif f e r e n c e  b o ~ w e e n  the iieerned € a i r  valut? et t l k  Company' s ccrmon siock. f o r  
a c c o u n t i n g  pu:-poses a n n  t h e  e x e r c i s e  p r i c e  o f  t h e s e  o p t i o n s  a t  t h e  n a t e  o f  
g r a n t .  The d e f e r r e d  s t o c k  c o m p e n s a t i o n  i s  r e c o q n i z e d  a s  stock- base^ 
c o i n p e n s a t i o n  i r :  t he  C o n s o l i d a t e d  SLaternentc  o r  Operatians o v e r  t h e  related 
v e s t i n i r  p e r i o d s  of t h e  o p t  i o n s .  

F o r  t h e  p r i c ) d   fro^ Evtobei- 1 4 ,  1 9 9 7  ( I r c e p t i o n )  t k i r g ~ ~ g k i  S e p t e m b e r  30, 1 9 9 8 ,  

1'399 and .?nnn, cornpepca t ion  i n c l u d e d  i n  the, C n r s n l  i t o d  Ctatr:rrir$rit:, 
o f  O p e r a t i o n s  amounted t o  $ 1 9 9 , 1 2 3 ,  $ 4 9 0 , 3 4 7 ,  $ 1 4 7 , 5 6 5  and  $1,045,817, 
r c , ?peck iv r ! !y .  

i. 30, 1 0 9 9  iinr:l [or tile L:i:.: ir,onLIhz, oridcd M ~ L - c I - I  51, 

imn 1. icj ti wit: ti L-13 ~ 4 3 ~ .  c t I: $3 

' I  i :  : I , ,  l b ! l ~ w : ~ :  
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CCEN COMMJNICATIONS. I N C  

NOTES T O  CONSOLIDATED FINANCIAL STATEYENTS--(Continued) 

( A l l  i n l - e r i m  i n f o r m a t i o n  r e l a t i n g  t o  t h e  p e r i o d s  ended  March 31 ,  1 9 9 9  a n d  2000 
is u n a u d i t e d )  

The Co:-ipar.y c a l c u l a r e d  t h e  minimum. f a i r  v a l u e  o f  e a c h  o p t i o n  g r a n t e d  t o  an  
employee ,  o f f i c e r  a n d / o r  d i r e c t o r  o f  t h e  Conpany on t h e  d a t e  o f  :he g r a n t  u s i n g  
t h e  minitirum v a l u e  o p t i o n  p r i c i n g  model a s  p r e s c r i b e d  by SFAS N o .  1 2 5  u s i n g  t h e  
f o l l o w i n , ?  w e i g h t e d  a v e r a g e  a s s u m p t i o n s  : 

K:sk-ft-ee i n t e r e s t  r a t e s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5 . 5 %  5.8% 
E:.:pec-l-r,d l i . . res  (in y e a r s ) .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4 i 
Yiv i2 i t i ; i  y i s l j  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0 C 
T.~,-ec:  ed v c l a t i l i ~ y  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0% 0 %  

Hsd co inpensa t ion  costs been  deter inir .ed based upon the m e t h o d o l o g y  p r e s c r i b e d  
u n d e r  SFAS N o .  1 2 3 ,  t h e  Coinpa?y’s n e t  l o s s  and  b a s i c  and  d i ; u t e d  net l o s s  p e r  
s h a r e  a p p l i c a b l e  t o  common s t o c k k o i d e r s  w o u l d  have  a p p r o x i m a t e d  t h e  f o l i o w i n a  
pro f o r i r i ~ i  amalints : 
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I n  co~ i i : ecc ion  w i t l i  t he  i s s u a n c e  o f  t h e  S e r i e s  A P r e f e r r e d  S t o c k  a s  d e s c r i b e d  
i n  No te  13,  t h e  Company a q r e e d  t o  i s s u e  a w a r r a n t  t o  p u r c h a s e  s h a r e s  o f  S e r i e s  
A P r e f e r r e d  Scock a: $0.301 ( p a r  v a l u e )  p e r  s h a r e  t o  an  i n v e s t o r  i f  c e r t a i n  
r e v e n u e  m i l e s t o n e s  w e r e  n o t  n e t  b y  t h e  Conpany.  At t h e  d a t e  t h e  war ra r ' t  was 
o f f e r e d ,  t h e r e  was u n c e r t a i r . t y  a s  t o  w h e t h e r  t h e  Company c o u l d  a c h i e v e  s u c h  
m i l e s t o n e s .  T h e r e f o r e ,  t h e  Company a l l o c a t e d  t h e  p r o c e e d s  r e c e i v e d  f rom t h e  
i n v e s t o r  o f  $ 1 , 5 0 9 , 0 0 0  t o  t n e  r e l a t e d  S e r i e s  A P r e f e r r e d  S t o c k  s h a r e s  and  t h e  
w a r r a n t  b a s e d  on t h e i r  r e l a t i v e  f a i r  v a l u e s ,  wh ich  w e r e  d e t e r m i n e d  t o  b e  
$ 1 , 5 0 0 , 0 0 0  and  $ 1 , 6 3 9 , 2 8 8 ,  r e s p e c t i v e l y .  The amount o f  t h e  p r o c e e d s  a l l o c a t e d  
t o  t h e  S e r i e s  A P r e f e r r e d  S t o c k  s h a r e s  and  w a r r a n t s  was $ 7 1 6 , 7 2 3  a n d  $ 7 8 3 , 2 7 7 ,  
r e s p e c t  i v e l y .  The w a r r a n t  became f u l l y  v e s t e d ,  i r r m e d i a t e l y  e x e r c i s a b l e  a n a  
n o n f o r f c ! i t a b l e  on  J u l y  3 0 ,  1999 when t h e  Company d i d  n o t  mee: t h e  s p e c i f i e d  
m i l e s t o r w s .  The w a r r a n t  was e x e r c i s e d  i n  August  i999, a n a  t h e  Company i s s u e d  
1,3i2,480 s h a r e s  o f  S e r i e s  A ? r e f e r r e d  S t o c k .  

I n  c o n n e c t i o n  w i t h  t h e  e x e c u t i o n  o f  :he F a c i l i t y  a s  d e s c r i b e d  i n  Note 4 ,  t h e  
Company i s s u e d  a w a r r a n t  t o  p u r c h a s e  8C,000 s h a r e s  o f  S e r i e s  A P r e f e r r e c  S t o c k  
a t  5 1 . 2 5  p e r  s h a r e  t o  t h e  l e n d e r .  i n  J u n e  1999 ,  the w a r r a n t  became f u l l y  
v e s t e d ,  c x e r c i s a b l e  and  n o n f c r f e i t a b l e  a s  s e t  f o r t h  in t h e  F a c i l i t y .  The 
w a r r a n t  t i x p i r e s  i n  J u n e  2C06. The f a i r  v a l u e  o f  t h e  w a r r a n t  was d e t e m i n e d  t o  
be  appi-os:mately $113, 00C which  w i l l  be a m i - t i l e d  o v e r  t h e  l i f e  

F-19 

OCEN COMMUNICATIONS, I N C .  

NOTES TO CONSOLICATED FINANCIAL STATEMENTS--(Conti-led) 

( A l l  i n t - @ r i m  infnrma:inn relatin? t n  t h e  p e r i n d s  ended M a r c h  3 1 ,  -1999 ar ,d  ?nnn 
is u n a u d i t e d )  

o f  t h e  e q u i p m e n t  l e a s e s ,  o r  3G months ,  a s  a d d i t i o n a l  I n t e r e s t  e x p e n s e .  As o f  
Sc:ptember 3 0 ,  1939 ,  t h e  Company had  r e c o c n i z e d  r e l a t e d  i n t e r e s t  e x p e n s e  o f  
a p p r o s i n r a t e l y  5 9 , 0 0 0  and t h e  w a r r a n t  had n o t  b e e n  e x e r c i s e d .  

:c ccBnnectiun w i t h  t h e  i i x e c u t i o n  of tile Equipment  L i n e  a s  d e s c r i b e d  i n  Note 
4 ,  t he  Company i s s u e d  3 wai - raz t  L O  p u r c h a s e  - 5 , 3 3 3  s h a r e s  of S e r i e s  D P r e f e r r e d  
S t o c k  a t  $ 7 . 5 0  p e r  s h a r e  to t h e  L e n d e r .  I n  F e b r i i a r y  2 0 0 0 ,  t h e  w a r r a n t  became 
f u l l y  v e s t e d ,  e x c e r c i s a b l e  and n o n f o r f e i t a b l e  a s  s e t  f o r t h  i n  tlhe Equipment  

iietermincd t o  bc approj:im,?!ely $ 5 8 , 0 0 0  wh ich  w i l l  he  a m o r t i z e d  o v o r  t h e  
e x p e c t e d  l i v e s  o f  t h e  equ ipmen t  Least?s, o r  36 mon ths ,  a s  a d d i t i o n a l  i n t e r e s t  
e:.:pensr'. As nf Mar,-.li 31, 2n@CI, tl-ir. Cnmpany h:id r e ~ n r 1 r . i z e c I  r e l a t e d  i n t P r P r t  
c s p e n s e s  o f  a p p r o x i m a t e l y  $2,I)00 and t h e  w a r r a n t  had  n o t  b e e n  e x e r c i s e d .  

CC'T-: i n  F'chr11:1iy 2Clrl7. T l ~ r ,  h i t -  va!uo t!;i. w a ~ r a i i t  w<a:c: 



Date Filed: j/9i'2000 
e OCEjV COM4U.VIC.4 - S-I. $1 -Registration Statement 

A c j u s I r i l e n t  for commen 
s h a r v . ;  i s s .ced  sublect 
E,:, L', . ,  , - - 8. . , , . - , l ase . .  . . . . . .  

Denomi n ;I I. or f o L* b a s  i 2 

and d i l  i i ted 
caicul-$1 ions.. . . . . . .  

Easic a i , , j  diluted net  
loss ~ ( ' 1 -  share 
applicable to common 
srcckn: idel-s.. . . . . . . . . .  

P r o  form2 presentation 
N ume r a to r : 

Net 10:;s applicable to 
c o m r m n  scockhclders. . 

Benef i c - i a l  conversion 
f e a l ' r i  t ' .  . . . . . . . . . . . . .  

$115,816,835) 

INet 125.5. .  . . . . . . . . . . . . . .  

Denominator: 
Shares used abo.;e 
We 1 q h t w-i aver a sqe 

securities 
( u 1-1 3 1.1c1 1 t f33 ) : 

Series A c o n v e r t i b l e  

1:' :: e f P 1- !I e 3 5 t CI c- k . . . . . .  
S e r i e s  C convertibLe 

Co n'/t. r L i b i il- n 

5,492,718 5,655, COO 



Stock. 0y)t:ion P l a n  

The C:r)mpany's Yea r  2 0 0 0  S t o c k  Optior. P l a n ,  wh ich  was a u t h o r i z e d  by t h e  Board  
i n  Marc11 2 0 0 0 ,  w i l l  b e c c n e  e f f e c t i v e  upon c h e  consummation o f  t h e  IPO. I n  
a d d i t i o n ,  t h e  Board  a u t h o r i z e d  an  a d d i t i o n a l  1 , 0 0 2 , 0 0 0  s t o c k  o p t i o n s  to b e  
a v a i l a b l e  f o r  f u t u r e  g r a n t s .  

I n i t i a l  P u b l i c  O f f e r i n g  and  U n a u d i t e d  P ro  Forma S t o c k h o l d e r s '  E q u i t y  

I n  Fait!: 2 0 0 0 ,  t h e  Board  o f  D i r e c t o r s  a u t h o r i z e d  t h e  f i l i n g  of  a r e g i s t r a t i o n  
s t a t emen t :  w i t h  t h e  S e c c r  e s  and Exchanqe C c - m i s s i o n  t h a t  wou ld  p e r m i t  t h e  
Company t o  s e l l  s h a r e s  o f  t h e  Company's  common s t o c k  i n  a n  I P O .  U n a u d i t e d  p r o  
forma s t o c k h o l d e r s '  e q u i t y  r e f l e c t s  t h e  c o n v e r s i o n  of  e a c h  s h a r e  of  c o n v e r t i b l e  
p r e f e r r e d  s t o c k  i n t o  s h a r e s  o f  cormon s t o c : i  upon t h e  c o m p l e t i o n  of t h e  IP3 and 
t h e  c o n v c r s i o n  of  t h e  p o r t i o n  o f  t h e  c o n v e r t i b i e  n o t e s  p a y a b l e  t h a t  w i l l  
a u t o c a t i c a i l y  c o n v e r t  i n t o  2 3 0 , 7 6 9  s h a r e s  c o m o n  stock. 

R e  i n  c o r pr r a t i c n 

I n  I*larch 2000,  t h e  Hoard o f  L ' l i r ec to r s  a p p r o v e d  t h e  r e i n c o r p o r a t i o n  o f  t h e  
Company i.n t h e  s t a z e  o f  T l e l ~ w a r e ,  and t l ie  i n c r e a s e  i n  t h e  :luntber o f  a u t h o r i z e d  
s h a r e s ,  wh ich  w i l l  be e f f e c t e d  p r i o r  t o  t h e  c l o s i n a  o f  t h e  I P O .  T h e  
accompanying c c n s c l i d a t e d  f i n a n c i a l  z t a t e r r e n t s  !-lave been  p r e s e n E e d  t o  r e f l e c t  
t h e s e  e v c n t - .  

F-L'? 

3 , 8 0 0 ,  00C S h a r e s  

[ LOGO j 

Cc;mlc~n SLock 

PROSPECTUS 
, 2000 

? ? L ' t  11 

I c f o r m a t i o n  Not ReyuiL-ed i n  P r o s p e c t u s  

I t e m  13, (!:her E>:pe inscs  oi tssiiaiice and  L l i s t ~ - i b u L i o n .  

R e n i  F+.!-,?' , '-JII t r ' ( ' .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ ' 3 ,  I f i f )  
!\;xu i i : : : l r J  1 . L C i .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9 , ' 0 :I 
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B l u i  Sky  f ees  alii1 expense:  ( i r . c l u d i n g  l e j a l  f e e s ) .  
Nasil;iq Kz t iona :  X a r k e t  e in t ry  fee.. . . . . . . . . . . . . . . . .  
A c z i l : c t i n j  f e e s  and  e x p n z e s . .  . . . . . . . . . . . . . . . . . . . .  
0rh.01- l e g a l  f e e s  a:;i e s y e n s e s . .  . . . . . . . . . . . . . . . . . . .  
Tran::fer a g e n t  aind r e g i s t r a r -  f e e . .  . . . . . . . . . . . . . . . .  
F: 1111 i::g and  ecq rhv i~ i r j . .  . . . . . . . . . . . . . . . . . . . . . . . . . . .  
M ; s c c l l a n e c u s .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

T o t a l . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . .  5,oo: 

. . . . . . . . . . . . . . .  5, o c o  

. . . . . . . . . . . . . . .  333, 00c 
4 c Pl . . . . . . . . . . . . . . .  c v ,  c:oo 

. . . . . . . . . . . . . . .  10, oc,: 

. . . . . . . . . . . . . . .  250, o o c  

. . . . . . . . . . . . . . .  zs, COO 
. . . . . . . . . . . .  $1,C73,26@ 

Iterr, 14. I n d e m n i f i c a t i o n  of D i r e c t o r s  a n a  C f f i c e r s  

S e c r i o n  1 4 5  o f  t h e  Delaware G e n e r a i  C o r p o r a t i o n  Law a u r h o r i z e s  a c o u r t  t o  
L a c o r p o r a r i o n ' s  b o a r d  o f  a i r e c E o r s  EO g r a n t ,  i n d e m n i t y  r o  d i r e c r o r s  
cers  I n  terms s u f f i c i e n t l y  o r o a d  t o  p e r m i t  s u c h  i n d e r r x i f i c a t i o n  u n d e r  
c i r c u m s t a n c e s  f o r  L i a b i l i t i e s  ( i n c l u d i n c  r e i m b u r s e m e n t  f o r  e x p e n s e s  

i n c u r r e r ? )  arisinq u n d e r  t h e  S e c > i r i t i e s  A c t  o f  1933 ,  a s  amended (the "Securities 
,Act") . As peL-mittmd by the De:awaro Ger.e-n? C o r p o r a t i o n  Law, t he  Registrant's 
amended ana r e s r ; a r e d  c e r t i f i c a t e  o f  i n c o r p o r a r i o n  i n c l u d e s  a p r o v i s i o n  t h a t  
e l i m i n a t e s  t!ie p e r s o n a l  l i a b i l i t y  o f  i r s  d i r e c t o r s  f o r  m o n e t a r y  damages f o r  
breacl-I  o f  f i i i u c i a r y  d u c y  a s  a c l i r e c t o r ,  e x c e p t  for l i a b i l i t y  ( i )  for a n y  b r e a c h  
o f  t he  d i r e c t o r ' s  d u t y  o f  l o y a l t y  to t h e  R e g i s t r a n t  o r  its s t o c k h o l d e r s ,  {ii) 
for a c t s  or or:!issio::s n o t  in good faith o r  t h a t  i n v o i v e  j n t e i i t i o n n l  misconducr 
o r  a knowing v i o l a t i o n  o f  l aw ,  ( i i i )  u n d e r  sectio:i  174 of t h e  De laware  G e n e r a l  
C c r p o r a t i o n  Law ( r e g a r d i n g  ur . l . awfu1 d i v i d e n d s  and  s t o c k  p u r c h a s e s )  o r  (iv) for 
a n y  t r a n s a r t  i o n  [ r a m  wtli.ch tkle d i r e c t o r  d e r i v e d  an  i m p r o p e r  personal  benefit^ . 
As p e r m i t t e d  by the Delaware Ger.e:-;iL C b r p o r a t i o n  Law, t h e  bylaw.; n €  tlh? 
3 e g i s c r a n t  p r o v i &  t h a t  ( i )  r h e  R e g i s c r a n t  i s  r e q u i r e d  to i n a e m i f y  i t s  
( d i r e c t o r s  ,and officers t o  t h e  f u l ! e s t  e > : t ~ t n t  p e r : " i t t e d  hy t h e  Dc1.aware l;c:neral 

Ri.4 i c t ra:-it raciy i iv3exr !  j f y 'I-s a : d  :.iijents a c  set IUr t l l  i i i  t!:e 
Delawai-e Geiii7i-al C o r p o r a t  i c n  Law, ( i i i )  ~ h e  R e q i s r r a n t  i s  r e q u i r e a  t o  a d v a n c e  
e x p e n s e s ,  a s  i n  ed ,  t o  i t s  d i r e c t - o r s  e r : e c u t i v e  o f f i c e r s  i n  conr l ec t io r i  
w i t h  a l e q a l  pi- dii iq  t a  ?!:e i u l l e s t  n t  p e r m i t t e d  by tile 3elawaL-e :;ener;iI 
C o r p o r a t i o n  Law b j e c t  to c e r t a i r :  v e r  m i t e d  e z c e ~ t i o n s ,  and ( i v )  t h e  
r i g h t 5  cclntc?rrcd i n  tile by laws  arc not: e x c l u s i v e .  AI; p r e s e n t ,  t l i e r e  i s  no 
p e n d i n g  i i t i g a t i o n  o r  p r o c e e u i n g  i n v o l  e c t o r ,  o f f i c e r  or employee  o f  
P h i 3  X<!Il i:l.ra:11. 1 is ,joi.,qkit-, ricli: is t h r :  Rcgi 
a w a r e  o f  a n y  threatened l i t i q a t i o n  t ha  It. i n  claims f o r  
i n d e m n i f i c a t i o n .  R e f e r e n c e  is also made t o  S e c t i o n  of  t h e  U n d e r w r i t i n g  
Agreemen t ,  wlhich p r c i v i d e z  f o r  tiie inriemni f i r a t i o n  o f  o f f i r e r . ? ,  d i  i-f'rtr~r::' a n d  
c o n t r o l l i n q  p e r s o n s  o 
A ndemnifi.cr-it i.nn i.>r<?vi 

m:;itioi; Law, siubject: t o  c e r t a i n  v e r y  l i m i t e d  e x c e p t i o n s ,  ( i i )  th? 

i .i i n ii I 11 (-1 /-I I I I 1 r: 

~. 
! . /  

i , :{ 
:' . :I I . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
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The C6.11ipany has e n t e r e d  i n t o  i n d e m n i f i c a t i o n  a g r e e m e n t s  w i t h  e a c h  o f  t h e  
Company's  d i r e c t o r s ,  a fo rm o f  w h i c h  i s  a t t a c h e d  a s  an  e x h i b i t  h e r e t o  a n d  i s  
i n c o r p o r  : i t ed  h e r e i n  b y  r e f e r e n c e .  

The RF~fjistL-ai7c may o b t a i n  i n s u r a n c e  f o r  t h e  p r o t e c t i o n  o f  i t s  d i r e c t o r s  and  
@ F L '  L L i c e r s  a g a i n s t  a n y  l i a b i l i t y  a s s e r t e d  a g a i n s t  t h e n  i n  t h e i r  o f f i c i a l  
c a p a z i t i i : ~ .  The r i g h t s  o f  i n d e m n i f i c a c i o E  d e s c r i b e d  above a r e  n o t  e x c l n s i v e  o f  
a n y  3 t h e r  r i g h t s  o f  i n d e m n i f i c a t i o n  t o  wh ich  t h e  p e r s o n s  i n d e m n i f i e d  may be  
e n t i t l e d  u n d e r  a n y  by law,  a g r e e m e n t ,  v o t e  o f  s e o c k h o l d e r s  o r  d i r e c t o r s  o r  
o t h e r w i s e .  

I tem 1 5 .  Recen t  Sales of g n r e g i s t e r e d  S e c - L r i t i e s  

From o u r  i n c e p t i o n ,  we have  f u n d e d  l o s s e s  a n a  c a p i t a l  e x p e n d i c u r e s  f r o m  c a s h  
p r o v i d e d  from f i n a n c i n g  a c t i v i t i e s .  These  a c t i v i t i e s  i n c l u d e d  t h e  p r i v a t e  
p l a c e m e n t  o f  t h e  f o l l o w i n g :  

. Conr:ion Stoc'k.  C:ornn.cn s t c c k  sold t o  o ' i r  f o u n d e r s  f o r  an  a u g r e q a c e  amount 
o f  appro; . : imately $200, 0C0 i n  O c t o b e r  1997 ;  t h e  c u m u l a t i v e  e x e r c i s e  o f  
,c&,'- L J ~ E  t o  p; i rchase 61,  i ! O C !  s h a r e s  for a:] ag'gregar_e e x e r c i s e  p r i c e  o f  
a p p r o x i m a t e l y  $ 1 5 , 0 0 0 .  

, C o n v e r t i b l e  N o t e s .  C o n v e r t i b l e  n o t e s  w i t h  an  a g g r e g a t e  p r i n c i p a l  amount 
o f  a p p r o x i m a t e l y  $ 2 8 0 , 0 0 0  s o l d  t o  a g r o u p  o f  p r i v a t e  i n v e s t o r s  d u r i n g  
f i s c a l  y e a r s  1993 and 1 9 9 9 .  

. Seri .es  A .  C o n v e r t i b l e  p r e f e r r e d  s t o c k  s o l d  t o  B a r i n g  P r i v a t e  E q u i t y  
P a r t n e r s ,  u n d e r  t h e  2APEF I invcs tmen t s  I V  fur.d,  and p r i v a t e  i n v e s t o r s  f o r  
a n  ; I ? ~ T P C [ ~ ~ P  avniint  nf a p y r n x i m a t n l y  9 2  F i l l i o n  :n Nnvernbr  1998. 

. S e r i e s  B .  C o n v e x i b l e  p r e f e r r e d  s t o c k  s o l d  t o  E x c e l - F o u n d a t i o n ,  a w h o l l y  
owned s u b s i d i a r y  o f  K e w  N o r l d  C y b e r b a s e ,  and  Ander son  I n f o r m a t i o n  
Technoiogy, f o r  ar. a g g r e g a t e  amount o f  approx ima :e ly  $ 6 . 5  i n i l l i o n  i n  
Se;cr:.eniber 1 9 9 9 .  

. S e r i e s  C .  C o n v e r t i b l e  p r e f e r r e d  s t o c k  s o l d  t o  e x i s t i n g  s t o c k t o l d e r s ,  
L o t u s  A s s e t  Management u n d e r  t h e  Lotus L i b e r a t o r  Fund, and  p r i v a t e  
i n v e s t o r s  f o r  an  a g g r e g a t e  amount o f  a p p r o x i m a t e l y  $ 2 . 2  m i l l i o n  i n  
November 1 9 9 9 .  

Sr?r-ies D. Cr3r.vrJrtlhl.e p r e f e r r e d  s t o c k  -014 t o  existir?? s t o r k h n i d e r s  f o r  
an  a g g r e g a t e  arncmnt of a p p r o x i m a t e l y  $ 1 3  m i l l i o n  i n  J a n u a r y  2000. 

C o n v e r t i b l e  blotes .  C o n v e r t i b l e  n o t e s  w i t h  a n  a g q r e g a t e  p r i n c i p a l .  amount 
o f  $ l f l  1n.!1 l i o i i  srld tc a c ~ r o u p  o f  p r iva t t - .  i n v e s t o r s  i n  t ; ~ n i ~ a ~ - y  2000. 

a l s o  i s s u e d  c o n v e l t i b l e  !:otes w i t h  an a g g r e g a t e  p r i n c i p a i  amount o f  
npp~-c> : i ima te ly  9 X 0 ,  Ocln ~ c ~ ~ i - i l l ~ j  f i . -cal  y a n r s  1q98 n n ~ J  1999. TI1 

rjf C. . ' l ' i  a : ; n u s l l y  and  e:.:pira i n  J u l y  20!,1. 111 tile evi2i i t  o: 
f l e d  f i n a n c i n q  of a t  l e a s t  S i  Tillion i n  q r o s s  p r q c e e d s ,  the n o t e h o i o e r a  

have  t he  o p t i n n  tr v e r t  t h e s e  n o t e s  i n t o  e q - i t y  securities a t  ti:e same p r i c e  
2s t h e  s e c u r i t i a : :  i e d  i n  Itlle y . ; a l i f i e d  5 i n a n c i r . g .  Appro: : i imcrly $1'3C, 00C of 

e r ~  ronvertod i n t o  1 8 6 , 2 3 4  s h a r e s  o f  S e r i e s  A p r e f o r r e d  
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e x e r c i s a b l e  2nd u c a b i e  t o  be  f o r f e i t e d  on J c l y  31,  1 9 9 9 ,  when we d i d  n o t  meet 
t h e s e  m i l e s t o n e s .  The w a r r a n t  was e x e r c i s e d  i n  A r g u s t  1 9 9 9 ,  and  we i s s u e d  
1 , 3 1 2 , 4 8 0  s n a r e s  o f  S e r i e s  A p r e f e r r e d  s t o c k .  

I n  c o n n e c t i o n  wiyn  o u r  c r e d i t  f a c i l i t y ,  we i s s u e d  t3 t h e  l e n d e r  a w a r r a n t  t o  
p u r c h a s e  8 0 , 0 0 0  s h a r e s  o f  S e r i e s  A c o n v e r t i b l e  p r e f e r r e d  s t o c k  a t  $ 1 . 2 5  p e r  
s h a r e ,  wh ich  woz ld  b e  e c p i v a L e n t  t o  80,000 s h a r e s  o f  c o m m n  

s t o c k  upon consummation o f  t h i s  o f f e r i n g .  I n  j u n e  i999, t h e  w a r r a n t  became 
f u l l y  v e s t e d ,  e x e r c i s a b l e ,  and u n a b l e  t o  be f o r f e i t e d .  

I n  S e p t e m b e r  1 9 9 9 ,  we i s s u e d  3 , 4 0 3 , 1 4 1  s h a r e s  o f  S e r i e s  B c o n v e r t i b l e  
p r e f e r r e d  s t o c k  f o r  $ 6 . 5  m i l l i o n  t o  a s u b s i d i a r y  o f  New World C y b e r b a s e  and  t o  
h d e  r s o n  I n  f o r m a t  i o n  T e c h n o l o g y .  

I n  November 1 9 9 9 ,  we i s s u e d  1,C23,807 s h a r e s  o f  S e r i e s  C c o n v e r t i b l e  
p r e f e r r e d  s t o c k  f o r  $ 2 . 2  m i l l i o n  t o  L o t u s  A s s e t  ?lanagerrtent, a j r roup of  p r i v a t e  
i n v e s t t > i , s ,  ant3 e x i s t i n 1 2  s t o c k h o l d e r s .  

I n  J a n u a r y  2 0 0 0 ,  we i s s u e d  1,066,665 s h a r e s  of  S e r i e s  D c o n v e r t i b l e  p r e f e r r e d  
s t o c k  t o  e x i s t i n g  s t o c k h o l d e r s  f o r  a p p r o s i m a t e i y  $ 8  m i i i i o n .  

I n  J a n u a r y  2000, we i s s u e d  $10 m i l l i o n  i n  a g g r e q a t e  p r i n c i p a l  an1our.t o f  
c o n v e r t i b l e  n o t e s  b e a r i n g  i n t e r e s t  a t  6% a r m u a l l y  t o  a g r o u p  o f  p r i v a t e  
i n v e s t o r s .  I f  we r e c e i v e  g r o s s  p r o c e e d s  o f  a t  l e a s t  S1C m i l l i o n  i n  a n o t h e r  
round o f  f i n a n c i n g ,  t h e n  3 0 %  o f  t h e  o u t ~ t a n d i n g  p r i c c i p a l  arnodnt of  e a c h  n o t e  
w i l l  c o n v e r t  into o i i r  c a p i t a l  stock o f  t h e  Company w i - h  t h e  res t  o f  t h e  halarce 
p a i d  out by  IUS.  I f  we c o n s u m a t e  an  i n i t i a l  p u b i i c  o f f e r i n g  p r i o r  t o  J a n u a r y  
2005, r e c e i v e  g r o s s  p r o c e e d s  o f  a t  l e a s t  Si0 n i l l i o n  i n  a n o t h e r  r o u n d  o f  
f i n a n c i n g ,  or d e f a u l t  u n d e r  t h e  t e r m s  o f  t h e  n o t e s ,  t h e n  we, i n  o u r  s o l e  
tc i :cret ion,  cr in ( - c n v e r t  tiie e n t i r e  o u r s t a n d i n q  amoun t s  o f  t h e  not-es  i n k o  o u r  
capi t 21 :it ock . 

I n  c o n n e c t i o n  wit!-]  our equ ipmen t  l e a s e  l i n e ,  i n  J a n u a r y  2 3 3 0  w e  i s s u e d  tx t i l e  
l e n d e r  a w a r r a n t  t o  p u r c h a s e  5 , 3 3 3  s h a r e s  o f  S e r i e s  D c o n v e r t i b l e  p r e f e r r e d  
s t o c k  a t  $7.50 p e r  s h a r e ,  wh ich  would be  e q u i v a l e n t  t o  5 , 3 3 3  s h a r e s  of  comilon 
s t o c k  upon consummation o f  t h i s  o f f e r i n g .  

Itcni 16. E s : h i h i t s  a n 3  F i r i a n 1 : j ~ l  S t a t e r r e n t  Sched~i;.er 
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FA, d a t e d  a s  o f  
October 10, 1999 
S y s t e m  L i c e n s e  kg reeyLen t  be tween  R e g i s t r a n t  and S y n a p s i s ,  d a t e d  as of  
SeFtemi7er 9 ,  1999 
2C00 Stock I n c e n t i v e  Plan 
2 0 0 0  Employee Stock Purchase P l a n  
Form o f  I n d e m n i f i c a t i o n  Agreercent 
Axended a n a  R e s t a t e d  I n v e s t o r  R i g h t s  Agreemen t ,  d a t e d  a s  o f  J a n u a r y  4 ,  
2 0 0 0  

11-3 

L e a s e  Aareements hetween R e p i s t r a n t r  and  Chen,  Tse-L in ,  d a t e d  a s  (of 
Z1ecenrber 1 4 ,  199s 
Memorandum of ? J n d e r s t a n d i n q  between 3 e g i s t r a r . t  and  Ne t s t a r  
I n t e r n a t i o n a l  Ho1dir.q L i m i t e d ,  d a t e d  a s  o f  March 15, LO00 
I : idcr i : i i f ic ,? t ion Agreement be tween  R e g i s t r a n t  and  C h r i s  nu, d a t e d  a s  of  
J a n u a r y  11, 2003 
L i s r  of S u b s i d i a r i e s  
Conseli t  o f  P~- i cewa te :ho i s se  C o c p e r s  LLP 
C o n s e n t  of arobeck,  Phleaer  & Harrisor ,  LLP ( i n c l u d e d  i n  E x h i b i t  5 . 1 )  
Pswcr  cf F.ttoriiI?y ( i r i c l u c c d  on s i g n a t u r e  p a g e )  
F i n a n c i a l  Da ta  S c h e d u l e  

t C o n f i d e n t i a l  t r ca t i r l en t  L-eqLesteC: as t o  p o r t i o n s  of  t h i s  e x h i b i t  

9. F i n a n c i a l  S t a t e x e n t  Schedules 

Sc!iedules  no+: 1 i - t e d  ;1?70ve i a v c  h w n  o m i t t e d  because t h e  infoi.mnt:ion r e i l u i r e d  
Lo be s e t  f o r t l i  theiein i s  not a p p l i c a b l e  o r  i s  shown i n  t h e  f i n a n c i a l  
s t a t  eme n t s o r no t e s t !le re t o . 



MANAGEMENT INFORMATION 

O f f i c e r s  . 
Ron Higg i r i s .  Pir. H i g g i n s  h a s  s e r v e d  a s  c h a i r m a n  s i n c e  F e b r u a r y  2000 .  H e  has 

been  a n  a d v i s o r  t o  oCen s i x e  i t  was founded  i n  1997 and  h a s  b e e n  an  a c t i v e  
b o a r d  xembni- s i n c e  1 9 9 8 .  M r .  H i g g i n s  i s  t h e  f o u n d e r  and  f o r m e r  c h a i r m a n  a n d  
\-thief e x e c i ~ l  i v e  o f f i c e r  o f  D i g i t a l  I s l a n d ,  a g l o b a l  e - b u s i n e s s  d e l i v e r y  n e t w o r k  
f o r  b u s i n e s s - c r i t i c a l  a p p l i c a t i o n s .  Fo r  n e a r l y  two d e c a d e s ,  M r .  H i g g i n s  h a s  
h e l p e d  b u i l t i  s u c c e s s f u l  t e c h n o l o a y  c o m p a n i e s  i n  t h e  n e t w o r k i n g ,  c o m m u n i c a t i o n s ,  
d e s k t o p  p u b l i s h i n g ,  and m u l t i x e d i a  a r e a s .  W i t h  an  e x t e n s i v e  b a c k g r o u n d  i n  
i n t e r n a t i o n a l  s t r a t e g y  and  m a r k e F i n g ,  he  h a s  d e v e l o p e d  and i m p l e x e n t e d  s a l e s  
azd m a r k e t i i i g  p rograms  f o r  a v a r i e t y  o f  c o m p a n i e s  r a n g i n g  frorn s t a r t - u p s  t o  
i a r q e  c o r p n  I . a t i o n s  wiEh r e v e n u e s  i n  e x c e s s  o f  $503 m i l l i o n .  B e f o r e  f o u n d i n g  
D i g i t a l  I s l a n d  i n  F e b r u a r y  1 9 9 4 ,  M r .  H i g g i n s  h e i d  s e n i o r  n a r k e t i n q  p o s i t i o n s  a t  
T i u t  Systsm:;, Mobius T e c h n o l o g i e s ,  R a d i u s ,  L e t r a s e t ,  and G e n e r a l  P a r a n e t r i c s .  

A l e x  L i u .  Mr. L iu  became c h i e f  e x e c u t i v e  o f f i c e r  o f  oCen i n  A p r i l  2 0 0 0 ,  
h a v i n g  s e r v v d  a s  managinq c i i r e c t o r  o f  A s i a  s i n c e  F e b r u a r y  2000 .  M r .  L i u  has 
a v e r  20 y e a r s  o f  e x p e r i e n c e  m a r k e t i n g  p r o f e s s i o n a l  and i n f o r m a t i o n  s e r v i c e s  t o  

work e x p e r i e n c e  w i t h  c h e s e  e n t e r p r i s e s  i n  A s i a .  Some o f  h i s  c o r p o r a t e  a n d  
( c a r r i e r  ciustomers i n  t h e  r e g i o n  have  i n c l u d e d  t r a d i t i o n a l  and  w i r e l e s s  s e r v i c e  
p L-o v i 3 e r s , 111 ;1 n LI f a c t u re r s o f c om pi- t e r a n ci e 1 e c 'I r n n i c e clu i pme n t , 
compan iee ,  cind I n t e r n e t - b a s e d  e n t e r p r i s e s .  P r e v i o u s l y ,  Mr. L i u  was t h e  o f f i c e r -  
i n - c h a r q e  of t h e  A s i a  and A m e r i c a s  Communica t ions  and E l e c t r o n i c s  p r a c t i c e  o f  
A.T. KearnCy, t h e  management c o n s u l t i n g  arm o f  EDS,  an  i n t e g r a t e d  i n f o r m a t i o n  
t e c h n o i o g y  s e r v i c e s  f i r m .  He j o i r . e d  A.T. Kearney  i n  1997 t o  l e a d  t h e  p r a c t i c e  
i n  A s i a  and  r e l o c a t e d  t o  S i l i c o n  V a l l e y  i n  1999  t o  c o - l e a d  t h e  A m e r i c a s  
p r a c c i c e .  a c f o r e  j o i n i r q  A.T. K e a r n e y ,  ne  worked f o r  t h e  S o s t o n  C o n s i a l t i n g  
Group i n  t h e  Llni ted S t a t e s  d u r i n g  t h e  1 9 5 0 s  and  i n  A s i a ,  a s  a p a r t n e r  a n d  co -  
t o u n d e r  o f  the A s i a  p r a c t i c e ,  d u r i c q  t h e  1990s. M r .  L iu  h o l d s  a B.A. i n  
e c o n o m i c s ,  n s g n a  cum l a u d e  and  P h i  B e t a  Kappa, f rom Ya le  U n i v e r s i t y  a c d  an  
M . B . A .  f rom H a r v a r d  B u s i n e s s  S c h c o l .  

- p r a t e  3ii(1 c a r - i e r  c u s t o m e r s  3t-oiinGi t h e  w o r l d ,  and o v e r  i 0  y e a r s  o f  d i r e c t  

s o f t wa re 

S t e v e n  San Enq. ML-. Eng has s e r v e d  a s  v i c e - c h a i r m a n  and  e x e c u t i v e  v i c e -  
p r e s i d e n t  0,' c o r p o r a t e  deve lopmen t  s i n c e  A p r i l  2000 and a s  a d i r e c t o r  s i n c e  

2000. P r i o r  t o  t e f  e x e c u t i v e  o f f i c e r ,  c h i e f  
1 o r r i c e r ,  v i c i . -  dcvc!lopmcnt ,  and v i c c - p r e s i d o c t  
t i n c  and s a l e s  f n e a r l y  1 0  y e a r s  o f  s t r a t e g y  and  

operations c o n s u l t i n q ,  V C I : I ~ L I L - ~ .  c a p i t a l ,  arid s t a r t - u p  e x p e r i e n c e .  I n  1996, MI:. 
Eng s e r v e d  a s  an i n v e s t m e n r  manaqe r  a t  AIG I n v e s t m e n t  C o r p .  where  he  h e l p e d  

1 b i l l i o n  A s i a n  I n f r a s t r u c t u r e  Fund, f o c u s i n g  on p r i v a t e  e q u i t y  
111e 11 t s t i I t '> I I 13 I I 13 u t A . B e f o r e  ATG,  M r .  Erig j o i n c d  A s i a  (_?nI . ine,  
n g ' s  l a r q e s t  I n t e r  s e r v i c e  p r o v i d e r s  a t  :he t i m e ,  t o  manaqe 

s e r v i c e  ar'd t e c h n i c a i  support d e p a r t m e n t s .  From O c t o b e r  1994 t o  
p t e m b e r  l r j 3 6 ,  i;c was a rnaiiageinenc c o n s u l t a n t  w i t h  AT Kea rney  i n  Asis. F L - ~ K I  May 1992 t o  
Lober l C J ' d 4 ,  hi' w 3 s  a co,n:ultant w i t h  ci~,c s t r a t e g i c  s e r v i c e s  g r o u p  ol Andcr::on i o n s u i t i n g  
sed i n  New York .  Y r  Er.g h a s  a B . S . E .  d e 3 r e e  from t h e  W i a r t o n  

::~-:hcn't o f  t h i  U n i v e r  C J ~  P e n n s y i v a n i a ,  and  zptzaks f! iuent  C a n t o n e s c ,  
I+I I I tin I. i I I , 2 i i c d  H.3 I\ I.. s 11 

(1 o f f i c e r  :.since 
t i v e  p o s i t  io:is i n  

I n n t i o n n l  j o i n t  v (  XI M a t - ~ ~ h  1 9 3 7  to C J I I I V  
!~-i:!-,ey z e r v e d  a x e c u t i v e  ot i n f o r m a t i o n  s y s t e m -  a t  P.!obi le 

I C I I I ~  l i c ~ ~ L w o r l . : s ,  a siub:ji C a b l e  & Wire le s s .  From J a n u a r y  i99Q t o  
oilicer  lo^ M-'l'el, a tiSM 

ie lular o p e r a t o r  and ano the i -  subsid i re 1 e s s i n  Jo!> a n n e  s bu L-?, 
ut11 A f r i c a ,  where he was r e s p o n s i b l e  for a s t a f f  of- b(10. There, he 
1's o p e r a t i o n s  L o  o v f J r  230 ,  OOC L.LI ' LS. Dclore ILIhat, ML-. Co1irl.n 
th M o b i l e  Te1ephor.e Ne tworks  f rom 1995  t o  December 1 9 9 5 ,  Occe 

C e l i c l a r  i n  Colunbia f rom , J u l y  1 9 9 4  t o  March 1 9 9 5 ,  and RTC Mobfion i n  Bi i lgar ic i  
iron) n c t o b e r  1992 t o  LJtiiil? 1'194, h o l d i n q  p o s i t i o n s  i n  b u s i n e s s  d e v e l o p m e n t ,  



K e i t h l e y  w a s  c h i e f  f i n a n c i a l  o f f i c e r  for G l o b a l  One Cor rnun ica r ions  L i m i t e d  
r e s p o n s i b l e  f o r  t h e  A s i a ,  M i d d l e  E a s t  and A f r i c a  d i v i s i o n .  He j o i n e d  G l o b a l  One 
I n  199G t i 7  t a k e  o v e r  f i n a n c i a l  management o f  t h e i r  A s i a n  o p e r a t i o n s .  B e f o r e  
j o i n i n q  G h b a l  One, N r .  K e i t n l e y  l e d  t h e  deve ;op ren t  o f  S p r i n t  I n t e r n a t i o n a l ' s  
A s i a / P a c i f i c  F i n a n c e  I n f r a s t r ~ J c t u r e .  H i s  p r e v i o s s  c o r p o r a t e  p o s i t i o n s  also 
i n c l . i d e  v a r i o u s  r o i e s  o f  i n c r e a s i n g  r anagemen t  and l e a d e r s h i p  r e s p o n s i b i l i t y  i n  
b n d g e t i n g ,  a c c o u n t i c g ,  acd i :  and  t r e a s u r y  f o r  3 . S . - b a s e d  S p r i n t  and  U n i t e d  

f i n a n c e  f rom U n i v e r s i t y  o f  I l l i n o i s  a t  Urbana-Champaign, a n d  a M.B.A.  w i t h  
s c h o l a r  d i s t i n c t i o n  i n  i n r e r n a t i o n a l  b u s i n e s s  and m a r k e t s  a n a l y s i s  f rom t h e  
U n i v e r s i t y  o f  K a n s a s .  

7 -  l e - e c o m u n i c a t i o n s .  1 M r .  K e i t h l e y  h o l d s  a B . S .  ir. a c c o u n t i f i g  w i t h  a m i n o r  i n  

Thomas Bao. M r .  Bac i s  a c o - f o u n d e r  and i n v e s t o r  i n  oCen, and  h a s  s e r v e d  a s  
p r e s i d e n t  :lnd d i r e c t o r  s i n c e  O c t o b e r  1997 and  a s  v i c e - p r e s i d e n t  o f  G r e a t e r  
Ch ina  s i n c e  Kovember 1998. 3 e f o r e  founding K e n ,  he f o u n d e d ,  f u n d e d ,  a n d  
managed P a c i f i c  S u n r i s e ,  a r e a l  e s t a t e  deve lopmen t  company i n  Los A n g e l e s  f rom 
O c t o b e r  1994 t o  October 1 9 9 6 .  From F e b r u a r y  1993 t o  Sep tember  1994 ,  M r .  Bao 
worked f o r  Transam,erica and  f rom F e b r u a r y  i993 t o  Sep tember  1 9 9 4  f o r  Chung 
S h i n g  T e x t i l e s  i n  v a r i o u s  management c a p a c i t i e s .  P!r. Bao a t t e n d e d  t h e  
U n i v e r s i t y  o f  San F r a n c i s c o  and i s  f l u e n t  i n  Mandar in .  

Wi i l i a rn  I l ane r .  Mr. Fianer h a s  s e r v e d  a s  v i c e - p r e s i d e n t  o f  s a l e s  s i n c e  A p r i l  
2000 a n d  k ~ a s  o v e r  15 y e a r s  e x p e r i e n c e  i n  t h e  t e l e c o m m u n i c a t i o n s  i n d u s t r y .  He 
has e x t e n s i v e  e x p e r i e n c e  i n  i n t e r n a t i o n a i  s a l e s  t o  c a r r i e r s  ar.d c o n v n e r c i a l  
c u s t o m e r s .  P r i o r  t o  oCen,  Mr. S a n e r  was s e n i o r  v i c e  p r e s i d e n t  a t  P a c i f i c  
Gateway Exchange ,  where  he  h e l p e d  l a u n c h  t h e  company ' s  i n t e r n a t i o n a l  w h o l e s a l e  
services. From 1995 t o  1994 ,  M r .  Haner  s e r v e d  i n  a s i m i l a r  p o s i t i o n  w i t h  IDB 
Coimdnica t  I o n s  Group,  i n c . ,  an i n c e r n a t i o n a i  t e l e c o m i u n i c a t i o n s  company, wh ich  
h a s  s i n c e  been  a c q u i r e d  by  WoridCon. From 1985 t o  1 9 9 3 ,  Mr. Haner  w a s  a 
d i r e c t o r  of s a l e s  f o r  T R T  I n E e r n a t i o n a i ,  I n c . ,  where  h e  was 1 - e s p o n s i b l e  f o r  
i n t e r n a t i o n a l  d a t a  s e r v i c e s  arid i m p l e m e n t i n g  enhanced  f a c s i m i l e  s e r v i c e s ,  

E c k h a r t  G31urac X r .  G o u r a s  b e c a m  V i c e - p r e s i d e n t  o f  bus i r .ess  d e v e l o p m e n t  i n  
A a q t i s ?  1 9 3 9 .  Before  j o i x i i i g  d e n ,  f rom Augi-ist 1997 t o  J u l y  1999, Mr. G o u r a s  

l o p d  onc: c t f  Europe's tirjt slid 1arqes.i I n r e r n e L  c n n m i u n i c a t i o n s  
s ,  POPTEL T e 1 e c o ~ ~ ~ i i n i c a : i o r . s  AG i n  B e r l i n ,  Germany. B e f o r e  h i s  

r t s  a t  F O P T E L ,  ?.!re (;ouras s e r v e d  a s  managina d i r e c t o r  o f  S i l k  
a1 Lii i i i ted from k u q u s t  1993  t o  8 S u l y  1997 ,  a d v i s i n g  E u r o p e a n  

5:onip,anies 011 d o i n g  m s i n e s s  i n  C h i n a .  !!e a l s o  a d v i s e d  t h e  German P r i v a t i z a t i o n  
e saie sf s c a x - o w n e d  e n t e r p r i s e s  f:om 1991  t o  1 9 9 2 . I v l r .  G o u r a s  i s  a minbe1: of 
bar a n d  worked a s  a l a w y e r  for C o u d e r t  3 r o t h e r s ,  an i n t e r n a t i o n a l  l a w  !1.~-in 

b a s e d  i n  New York. H e  ! -~olds  B . A .  ( P h i  B e t a  
Kappa) and 2.L). d e g r e e s  f rom C o l m b i a  I J n i v e r s i t y  and  s p e a k s  German, I t a l i a n ,  
a n d  M a n d a r i n .  

Giinthar  [Gee. Mr. Gee became v i c e - p r e s i d e n t  o f  t e c h n o i o g y  i n  F e b r u a r y  1 9 9 9 .  
From O c t o h e ~ -  1 9 Y 4  t o  J a n u a r y  i9i39, M I - .  i n L  o f  copnrationr;  
( a n d  de  facto v i c e - p r e s i d e n t  o f  t e c h n o 1  m m u n i c a t i o n s ,  an 

I I a t i cl i i a I. t CJ 11: c orIuiiu n i c a t  i o n s  c 3 L- L- i e r , wile r e  he manage a t h e  
t h e  s t a r t - u p  s t a g e  t o  $ 8 0  m i l l i o n  
Li~c dc5iq11 a n d  deploynicnl:  oi 

1 r,~t.worl..s i n  tine 1Jni ted States and 
ir-et:tliet, M i . .  !;ca was n s e n l o : -  c o n s 1 1 1 t a n ~  wi.t-In 

c y  :31i~l 1 i 1. i,!:iI ioii c . o n s u l t i n q  ~ j i -o i ip .  M I  . 
e ,  ??a.;na cunl l ~ w 3 e ,  f rom t h e  U n i v e r s i t y  



C h r i s  Au. M r .  Au became v i c e - p r e s i d e n t  o f  l e g a l  i n  Augus t  1 9 9 8 ,  s e c r e t a r y  i n  
J a n u a r y  1999, a n d  v i c e - p r e s i d e n t  o f  A s i a  o p e r a t i o n s  i n  O c t o b e r  1 9 9 9 .  He s e r v e d  
a s  t h e  c h i o l  o p e r a t i n g  o f f i c e r  a t  oCen from December 1 9 9 8  t o  O c t o b e r  1 9 9 9 .  M r .  
Au i s  a n  a t t o r n e y  w i t h  o v e r  1 0  y e a r s  o f  l a w  and  e n t r e p r e n e u r i a l  e x p e r i e n c e .  
B e f o r e  j o i n i n g  oCen, f rom Sep tember  1 9 9 5  t o  J u n e  1 9 9 8 ,  M r .  Au f o u n d e d  a n d  
managed t h e  New York l a w  f i r m  o f  Au & Yuen, F . C .  B e f o r e  Au & Yuen, he  s e r v e d  
e x t e r n s h i p s  w i t h  t h e  Honorab le  Sor.ia M .  So tomayor ,  a F e d e r a l  Dis t r ic t  C o u r t  
J u d g e ,  f rom J a n u a r y  1 9 9 4  t o  Yay 1 9 9 4  and t h e  New J e r s e y  A t t o r n e y  G e n e r a l ' s  
O f f i c e  f rom S e p t e m b e r  1 9 9 3  t o  December 1 9 9 3 .  M r .  Au h o l d s  a B .S .  i n  f i n a n c e  and 
i n t e r n a t i o n ; i l  b u s i n e s s  f rom New York U n i v e r s i t y  and  a J . D .  f rom F lu tge r s  
U n i v e r s i t y  S c h o o l  o f  Law. He a l s o  s t u d i e d  t h e  l e g a l  s y s t e m s  o f  Hong Kong a n d  
Ch ina  a: Horig Kong U n i v e r s i t y .  M r .  Au i s  a member o f  t h e  New York and  New 
j e r s e y  b a r s  and  s p e a k s  C a n t o n e s e .  

L loyd  F i sc :he r .  M r .  F i s c h e r  became a d i r e c t o r  o f  oCen i n  November 1 9 9 8 .  M r .  
F i s c h e r  i s  a manag ing  d i r e c c o r  of  I N G  B a r i n g s .  P r i o r  t o  j o i n i n g  I N G  B a r i n g s  i n  
O c t o b e r  1 9 9 9 ,  Mr. F i s c h e r  was head  o f  r e g i o n a l  t e l e c o m m u n i c a t i o n s  r e s e a r c h  f o r  
Salomon S!nitlr B a r n e y  f r o n  March 1 9 9 8  t o  O c t o b e r  1 9 9 9 ,  and  h e l d  a s i m i l a r  
p o s i t i o n  a t  H a r c l a y s  de  Z o e t e  Wedd d u r i n q  F e b r u a r y  1 9 9 6  t3  March 1 9 9 8 .  From 
Z a n u a r y  1 9 9 3  t o  J a n u a r y  1 9 9 6 ,  Pr.  F i s c h e r  w a s  t h e  A s i a n  d i r e c t o r  o f  c o r p o r a t e  
f i n a n c e  f o r  NYNEX Network S y s t e m s .  Mi-. F i s c h e r  h o l d s  B .S .  and  J . D .  d e g r e e s  f rom 
t h e  U n i v e r s i l y  of 1 l l i : m i s  and i s  a c c r e d i t e d  w i t h  a C .F .A .  and  C . F . A .  

Chan Ki. M r .  Chan became a d i r e c t o r  o f  oCen i n  Augus t  1 9 9 9 .  M r .  Chan founded  
A?.derson Grcriup L i m i t e d ,  a r e a l  e s t n t e  and t e c h n o l o g y  c o r p o r a t i o n ,  in 1993 and  
d e v e i o p e d  i.t i n c o  a HI.;$l b i l l i o n  e n t e r p r i s e  i n v o l v e d  i n  p r o p e r t i e s  and  h i g h  
t e c h n o l o g y .  Ander son  Group i s  b a s e d  i n  Hong Kong w i t h  i n v e s t m e n t s  ir. t h e  U n i t e d  
S t a t e s ,  Horig Kong, and  C h i n a .  An Anderson Group company, Ander son  D a t a  
T r a n s m i s s i o n  L i m i t e d ,  i s  an i n v e s t o r  in oCen .  M r .  Chan i s  a member o f  t h e  
T i a n j i n  P o l i t i c a l  C o n s u l t a t i v e  C c n f e r e n c e ,  L i f e  Chairman o f  t h e  T i a n j i n  
U n i v e r s i t y  Chan Ki S c h o l a r s h i p ,  L i f e  Chairman o f  T i a n l i n  Skiing Kin C o l l e g e  Chan 
K i  S c h o l a r s h i p ,  L i f e  Chairman o f  X i ' a n  T r a n s p o r t a t i o n  C o l l e g e  Chan Ki 
S c h o l a r s h i p ,  H o n o r a r y  P r e s i d e n t  o f  T i a n j i n  C h i n e s e  C u l t u r e  A s s o c i a t i o n ,  a n d  
Honora ry  P r e s i d e n t  o f  Chaoshan D i s t r i c t  G a l a x y  Award Fund.  

Simon Lo. M r .  Lo became a d i r e c t o r  o f  oCen i n  Augus t  1 9 9 9 .  M r .  Lo h a s  o v e r  1 9  
y e a r s  of e x p r i e n c e  i n  t h e  E i n a n c i a i ,  s e c u r i t i e s ,  and  f u t u r e s  i n d u s t r i e s .  He 
!>as b e e n  a member o f  t h e  Ch icago  M e r c a n t i l e  Exchar.ge s i n c e  1 9 8 6  and  h o l d s  
membersh ips  i n  t h e  I n d e x  & O p t i o n  M a r k e t  a n d  t h e  I n t e r n a t i o n a l  M o n e t a r y  M a r k e t .  
Ile i s  c u r r e n t l y  the d e p u t y  c h a i r m a n  o f  T a i  Fook S e c u r i t i e s  Groilp L i m i t e d ,  
managing d i r e c t o r  o f  New World CyberBase L i m i t e d  and  e x e c u t i v e  d i r e c t o r  o f  Huey 
T a i  I n t e r n s t i  o n a l  L i i n i t e d ,  The Kwon3 Sanc; Fit3nq I n t e r n a t i o n a l  Limi.ted and  
P a c i f i c  F o r t s  Company L i m i t e d ,  e a c h  o f  wh ich  i s  a l i s t e d  company on  t h e  S t o c k  
Exchange o f  Hong Kong. New World C y b e r b a s e  i s  t h e  I n t e r n e t  i n v e s t m e n t  arm o f  
~ lhe  New lriorid g r o u p  of companies and an i n v c s t o r  i n  oCen.  

J e a n  S a l a t a .  M r .  S a l a t a  became a d i r e c t o r  o f  oCen i n  November 1 9 9 8 .  M r .  
S a l a t a  I.s t h e '  f o u n d e r  and  t h e  managj-ng member o f  t h e  g e n e r a l  p a r t n e r  o f  t h e  
$305 n r i l l i o i i  D a r i n g  A s i a  F r i v a t e  E q u i t y  Fund, an A s i a - f o c u s e d  a n d  A s i a n - b a s e d  

t n e r s  A s i a ,  wh ich  b e l o n g s  t o  
v i c i ' s  ins t i t 11 t i on . I'.I I- . 

~ c I . i v i . t - ~ . e s .  Tlie f i i n ~ ?  1-1 
s i n c e  i t s  i n c c p t i n n  I r i  

y s c c t o r  an13 e a r l y - ~ ; t n g c ;  

, i n  whii:h ! i-1~' f i i n i ?  R c o n t r o l l  
d i r e c t o r  o f  Ac t ionAce .com,  an  i n t e r a c c i v e  e n t e r t a i n m e n t  s o f t w a r e  a p p i i c a t i o n s  
aiid s e r v i c e  p r o v i d e r .  Y r .  S a l a t a  h a s  p r e v i o u s i y  worked  f o r  t h e  A s i a n  p r i v a t e  
e q i i t y  arm of A l G  from 1 Y 9 5  t o  1997, Tor S h i u  Wing S t e e l  L i m i t e d ,  an A s i a n  
i n d u s t r i a l  g r o u p ,  f rom 1 9 9 1  t o  1 9 9 5 ,  and  f o r  B a i n  & Company, t h e  management 
c o n s u l t i n g  f i r m ,  f rom 1958 t o  1 9 9 1 .  He g r a d u a t e d  w i t h  h o n n r s  w i t h  a B.S. i n  
e c o n o m i c s  from t h e  W l a r t o n  Sc!iool of t h e  U n i v e r s i t y  o f  P e n n s y l v a n i a .  



STATEMENT OF FINANCIAL CAPABILITY 

oCen Communications, Inc. has sufficient financial capability to provide the requested service 
in the State of Florida and has sufficient financial capability to maintain the requested service and to 
meet its lease or ownership obligations. In support of oCen Communications, Inc.'s stated financial 
capability, a copy of its Balance sheets as of September 30, 1998, September 30, 1999 and March 3 1, 
2000; and income statements for the years ended September 30, 1998 and September 30, 1999, and 
the six months ended March 30, 2000 is attached to its application. oCen Communications, Inc. 
intends to fund the provision of service through internally generated cash flow and equity financing. 
oCen Communications, Inc. also has the ability to borrow funds, if required, based upon its financial 
capabilities. 


