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Aribond Gofnoration Corhinibsion
March 14, 2001 Arigong Comoration Com
DOCKETE
MAR 1 92001
Docket Control TERAT T
Arizona Corporation Commission POGKETED B! ,m J/

1200 W. Washington
Phoenix, Arizona 85007-2929

RE:  Application for Certificate of Public Convenience and Necessity Metropolitan
Telecommunications of Arizona, Inc., d/b/a MetTel (Docket No. T-03991A-01-
0125

As required by the Commission, enclosed for filing in association with the above
referenced application for Certificate of Public Convenience and Necessity, are the
originals and ten (10) copies of the Affidavit of Publication, Manhattan
Telecommunication’s, parent company of the Applicant, financials as well as an
Attestation relative to financial backing.

Please date stamp the enclosed copy of this letter and return to us in the self-addressed
stamped envelope provided.

Should you need any additional information or have questions, please contact Terri
Firestein at 301-842-1437.

‘Respectfully submitted,

5

e,

Marj Kinfnett
Regulatory Specialist

Enclosure

CALVERT METRO BUILDING - 6811 KENILWORTH AVENUE : SUITE 302 :+ RIVERDALE, MARYLAND 20737
PHONE 301-699-5300 - FAX 301-699-5080
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AFFIDAVIT OF PUBLICATION

THE ARIZONA REPUBLIC

STATE OF ARIZONA
COUNTY OF MARICOPA SS.

TOM BIANCO, being first duly sworn, upon oath deposes
and says: That he is the legal advertising manager of the
Arizona Business Gazette, a newspaper of general
circulation in the county of Maricopa, State of Arizona,
published at Phoenix, Arizona, by Phoenix Newspapers Inc.,
which also publishes The Arizona Republic, and that the
copy hereto attached is a true copy of the advertisement
published in the said paper on the dates as indicated.

The Arizona Republic

March 6, 2001

Sworn to before me this
7 day of
March A.D. 2001

kk@a Al Q‘u A Q{Wem@f)ﬁé

otary Public

eSS ST v&i}” e
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4

AR!LYN GREENWOOD
r\t‘fOTARY PUBLIC-ARIZONA
MAR EOPA COUNTY

Exmres Ms 3. 2003




ORIGINAL

Manhattan Telecommunications
Corporation and Subsidiaries

Consolidated Financial Statements
As cf December 31, 1999 and 1998 and for the
~ years ended December 31, 1999, 1998 and 1997




Report of Independent Accountants

To the Board of Directors and Stockholders of
Manhattan Telecom'municatiqns Corporation and Subsidiaries:

In our opinion, the accompanying consolidatedb balance sheets and the related consolidated

statements of operations, stockholders’ equity and cash flows present fairly, in all material
respects, the financial position of Manhattan Telecommunications Corporation and its
subsidiaries at December 31, 1999 and 1998, and the results of its operations and its cash
flows for each of the three years in the period ended December 31, 1999 in conformity with
accounting principles generally accepted in the United States. These financial statements are
the responsibility of the Company’s management; our responsibility is to express an opinion
on these financial statements based on our audits. We conducted our audits of these
statements in accordance with auditing standards generally accepted in the United States,
which require that we plan and perform the audits to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by

management, and evaluating the overall financial statement presentation. We believe that

our audits provide a reasonable basis for the opinion expressed above.

June 9, 2000, except as to the second sentence of paragraph 6
of Note 4, for which the date is June 26, 2000




Manhatlan Telecommunications Corporation and Subsidiaries

Consolidated Balance Sheeis

as of December 31,
1999 1993
Assets
Current assefs
Cash and cash equivalents $ 2,387,223 3 160,347
Accounts receivable, less allowance of
$1,974,179 and 202,862, respectively 4,954,213 1,692,223
Prepaid and other current assets 65,127 52
Total current assets 7,406,563 1,852,622
Fixed assets, net 1,563,909 540,117
Deferred debt issuance costs, net 9,185,535 -
Other assets 350.034 111.834
Total assets 3 _18.506.041 $ 2504573

Liabilities and Stockholders' (deficit) equity

Current liabilities
Accounts payable and accrued expenses
Capital lease obligations, current portion
Operating taxes payable
Debt financing fees payable, current portion
Deferred rent payable, current portion
Total current liabilities

Capital lease obligations, net of current portion
Debt financing fees payable, net of current portion
Deferred rent payable, net of current portion
Notes payable

Total liabilities
Redeemable warrant

Commitments and contingencies

Stockhelders’ equity (deficit)

Common stock - no par value, 2,500 shares authorized, issued

and outstanding
Additional paid-in capital
Accumulated deficit

Total liabilities and stockholders' equity

$ 4,711,463

$ 2,601,053

231,051 35,040
2,547,874 347,260
197,500 -
30.229 -
— 7718117 2983353
110,077 41,134
197,500 -
79,392 -
6.000,000 646,970
14.105.086 3.671.457
151,193 -
10,392,495 1,253,619
(6.142,733) (2.420.503)
4.249.762 {1.166.884)
$ 18,506,041 $_ 2504573

The accompanying notes are an integral part of these financial statements



Manhattan Telecommunicaticns Corporation and Subsidiaries 4
Consoclidated Statements of Operations

For the years ended December 31,

Revenues

Operating costs and expenses
Cost of revenues
Selling, general and administrative
Depreciation and amortization
Total operating cost and expenses

Loss from operations
Other expense

Interest expenses
Other

Net loss

1999 1998 1997
$ 24478133 _§ 5414276 _$ 45.341
15,075,014 3,806,560 66,704
11,486,197 2,968,093 821,627
360.604 32333 10.608
26.921.815 806.986 898.939
(2,443,682) (1,392,710) (853,598)
1,243,288 71,618 -
35,260
$ (3.722230) _§ (1464378) _$__ (853.598)

The accompanying notes are an integral part of these financial statements




Manhattan Telecormmunications Corporation and Subsidiaries

Consolidated Statements of Steckholders’ Equity (Deficit)

Balance at January 1, 1997
Contribution by stockholders
Redistribution of common stock, net
Net loss

Balance at December 31, 1997
Contribution by stockholders
Redistribution of common stock, net
Net loss

Balance at December 31, 1998
Redistribution of common stock, net

Issuance of warrants in connection
with debt issuance

Accretion of redeemable warrants

Net loss

Balance at December 31, 1999

5
Common Stock Additional Accumulated
Shares Paid-in Capital _Deficit Total
2,500 $ 50,000 § (102,577) 3 (52,577)
- 760,664 - 760,664
- 6,636 - 6,636
- - (853,598) (853,598)
2.500 817.300 (956.175) (138.875) -
- 394,291 - 394,291
- 42,028 - 42,028
- - (1,464,328) (1,464,328)
2.500 1.253.619 (2.420,503) (1.166.884)
- (740) - (740)
- 9,290,809 - 9,290,809
- (151,193) - (151,193)
- - (3,722,230) (3,722,230)
2.500 $ 10.392.495 $< (6.142.733) 8  4.249.762

The accompanying notes are an integral part of these financial statements




Cash and cash equivalents at end of period

Supplemental disclosure of cash flow information
Cash paid for interest

Noncash investing activity
Acquisition of equipment under capital leases

- ‘Manhattan Telecommunications Corporation and Subsidiaries 6
Consclidataed Statements of Cash Fiows
For the years ended December 31,
1999 1998 1997
Cash flows from operating activities
Net loss $ (3,722,230) § (1,464,328) $  (853,598)
Adjustments to reconcile net income to net cash
used in operating activities
Bad debt expense 2,605,000 750,000 -
Depreciation and amortization 372,598 32,333 12,141
Amortization of debt issuance costs 632,006 - -
Noncash compensation (740) 42,028 6,636
Loss on disposal of fixed assets .. 35,260 - -
Changes in assets and liabilities affecting
operating cash flows ‘ o
Accounts receivable (5,866,989) (2,396,515) (45,709)
Prepaid expenses and other current assets (65,075) 228 (280)
Other assets (238,201) (31,544) (80,288)
Accounts payable and accrued expenses 2,110,410 2,273,858 281,319
Operating taxes payable 2,200,614 337,090 10,170
Deferred rent payable 109,621 - -
Other liabilities - - (24,000)
Net cash used in operating activities (1.777.726) (456.850) (693.609)
Cash flows used in investing activity
Purchases of fixed assets (1,431,650) (494,174) (78,119)
Net cash used in investing activity (1.431.650) (494.174) (78.119)
Cash flows from financing activities
Proceeds from notes payable 8,740,000 2,550,000 -
Repayment of notes payable (3,386,970) (1,903,030) -
Deferred debt issuance costs (181,732) - -
Repayment of capital lease obligation 264,954 76,174 -
Proceeds from capital contributions - 394,291 760,664
Net cash provided by financing activities 6252 1.117.435 760.664
Net increase (decrease) in cash and cash equivalents 2,226,876 166,411 (11,064)
Cash and cash equivalents at beginning of period 160,347 (6,064) 5,000

$__ 2387223

$ 573,484

$ 459,681

The accompanying notes are an integral part of these financial statements

$ 160347 _$ (6.064)

$

$

69,984

117,025

$

3




‘Manhattan Telecommunications Corporation and Subsidiaries 7
Notes to Consolidated Financial Statements

1.

Description of Basiness

Manhattan ~ Telecommunications  Corporation, doing business as Metropolitan
Telecommunications, also known as MetTel (the “Company™), is a licensed competitive local
exchange carrier (“CLEC”) whose principal business consists of providing a complete line of
local, long distance, internet and data services to businesses and residences located in New York
State. The Company was incorporated in April 1996 under the laws of the state of Delaware.
The consolidated financial statements include the accounts of the Company and its currently
inactive subsidiaries.

Summary of Significant Accounting Policies

Cash equivalents '
The Company considers all highly 11qu1d investments purchased with an 1mt1a1 maturity of 90
days or less to be cash equivalents. The Company maintains its cash balances in highly rated
financial institutions. At times, such cash balances may exceed federally insurable limits.

Revenue recognition

Revenue is recognized in the period in which the service is provided. All costs related to services
provided are expensed as incurred. Unbilled revenue included in accounts receivable represents
revenue for earned services which will be billed in the subsequent month and totalled $1,278,514
and $423,190 as of December 31, 1999 and 1998, respectively.

Fair value of financial instruments

Statement of Financial Accountmg Standard ("SFAS") No. 107 “Disclosure about Fair Value of
Financial Instruments,” requires disclosure of fair value about certain financial instruments,
whether or not reported on the balance sheet. The Company's financial instruments include cash,
accounts receivable and accounts payable which are carried at cost that approximates fair value
because of the short term nature of these instruments.

The carrying'x}alue of t«he‘ C_ompany’s' bbrrowings under its line of credit and credit facility

agreement approximate fair value as the interest rate is the Company's available market interest
rate.

Use of estimates

The preparation of the financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that effect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates. Changes in such estimates could affect
amounts reported in future periods. Estimates are used when accounting for the allowance for
doubtful accounts, fixed asset depreciable lives, and the deferred tax valuation allowance, among

others.




Manhattan Telecommunications Corporation and Subsidiaries 8
Notes to Consclidated Financial Statements

Fixed Assets )
Depreciation is calculated using the straight-line method over the estimated useful lives of the

related asset, generally three to five years. Amortization of leasehold improvements is provided
over the straight-line method over the shorter of the estimated useful life or the lease term. The
costs of additions and betterments are capitalized, and repairs and maintenance costs are charged
to operations in the periods incurred.

Software Development Costs

Certain costs incurred in the development of internal use software are capitalized in accordance
with the Statement of Position (“SOP”) 98-1, “Accounting for the Costs of Computer Software
Developed or Obtained for Internal Use” and are amortxzed over their usefuI life of 3 years.

' LonO-hved assets o : . .
The Company reviews for the impairment of long-lived assets Whenever events or circumstances

" indicate that the carrying amount of an asset may not be recoverable. An impairment loss would
be recognized when estimated, undiscounted, future cash flows expected to result from the use of
the asset and its eventual disposition is less than its carrying amount. If such assets are
considered impaired, the amount of the impairment loss recognized is measured as the amount by
which the carrying value of the asset exceeds the fair value of the asset. To date, the Company
has identified no such impairment losses.

Significant Risks and Uncertainties

The Company has experienced net operating losses and negative cash flow since its inception. To
date, the Company has funded its operations with capital contributions and external financing
through debt issuance. The Company’s growth anticipates substantial capital expenditures. The
Company’s ability to fund these expenditures will be dependent upon the Company raising
additional financing. Failure to raise sufficient capital could compel the Company to delay or
modify some of its expansion plans and/or capital expenditures. However, management believes - -
that the Company’s current cash resources and credit facility together with expected revenue
growth will be sufficient to fund the Company’s operations for the next twelve months.

‘The Company is dependent on Bell Atlantic as sole provider of the local telecommunications
service which the Company provides to its customers. Accordingly, a negative impact on the
operations of Bell Atlantic could adversely affect the Company.

Advertising costs
The Company expenses the costs of advertising in the period in thch the costs are incurred.

Advertising expenses were $49,761, $10,367 and $1,509 for the years ended December 31, 1999,
1998 and 1997, respectively.

Income taxes
The Company recognizes deferred taxes by the asset and liability method of accounting for

income taxes. Under the asset and liability method, deferred income taxes are recognized for
differences between the financial statement and tax basis of assets and liabilities at enacted
statutory tax rates in effect for the years in which the differences are expected to reverse. The
effect on deferred taxes of a change in tax rates is recognized in income in the period that
includes the enactment date. In addition, valuation allowances are established when necessary to
reduce deferred tax assets to the amounts expected to be realized.




‘Manhattan Telecommunications Corporation and Subsidiaries 9
Notes to Consolidated Financial Statements

Comprehensive Income
In June 1997, the Financial Accounting Standards Board issued SFAS No. 130, “Reporting

Comprehensive Income”. This statement requires companies to classify items of their
comprehensive income by their nature in the financial statements and display the accumulated
balance of other comprehensive income separately from retained earnings and additional paid-in
capital in the equity section of a statement of financial position. SFAS No. 130 is effective for
financial statements issued for fiscal years beginning after December 15, 1997. The Company
adopted SFAS No. 130 in fiscal year 1998. There was no difference between net income and
comprehensive income for the years ended December 31, 1999 and 1998.

Segment Reporting " '
In June 1997, the FASB issued SFAS No 131, “Disclosures about Segments of an Enterprise and

Related Information”, which established standards for reporting information about operating
segments in annual financial statements. It also establishes standards for related disclosures about
products and services, geographic areas and major customers. SFAS No. 131 was adopted by the
Company in fiscal year 1998. Adoption of SFAS No. 131 had no impact on the Company’s
results of operations, financial position or cash flow as the Company operates only in the landline

telecommunications segment.

Recent Accounting Pronouncements
In June 1998, the FASB issued SFAS No. 133, “Accounting for Derivatives and Hedgmg

Activities” (“SFAS 133”), which establishes accounting and reporting standards for derivative
instruments, including certain derivative instruments embedded in other contracts, (collectively
referred to as derivatives) and for hedging activities. SFAS No. 133 is effective for all fiscal
quarters of fiscal years beginning after June 15, 2000. The Company does not expect the
adoption of this statement to have a significant impact on the Company’s results of operations,
cash flow or financial position.

In December 1999, the Staff of the Securities and Exchange Commission released Staff
Accounting Bulletin No. 101 (“SAB 101”), “Revenue Recognition”. SAB 101 provides guidance
on the recognition, presentation and.disclosure of revenue in financial statements. - The Company
is in the process of determining the effects of the additional guidance provided by SAB 101 on
the Company’s financial statements.

3. Fixed Assets

Fixed assets consist of the following:

December 31,
1999 1998
Computer equipment $ 622,658 $§ 238,496
Furniture and fixtures 198,839 19,206
Leasehold improvements 124,561 36,489
Capitalized software costs ) 948,933 288,867
1,894,991 583,058
Less: accumulated depreciation and amortization (331,082) (42,941)
Total net fixed assets $ 1,563,909 $ 540,117 -

Included in computer equipment are $476,706 and $117,025 of assets under capital lease at
December 31, 1999 and 1998, respectively.




‘Manhattan Telecommunications Corporation and Subsidiaries 10
Notes to Consclidated Financial Statements

4. Notes Payable

Line of Credit
In September 1998, the Company entered into a line of credit agreement with a financial

institution under which it could borrow up to $1,000,000. The line of credit was collateralized by
receivables, equipment and certain real property. The Company repaid the line in full in May
1999.

Credit Facility Agreement
In May 1999, the Company entered into a credit facility with a financial institution. The credit

line allows for up to $5,000,000 to be drawn down subject to a formula based on eligible accounts
receivable cash collections. As additional consideration, the Company granted to the financial
institution a warrant to purchase 7.5% of the Company’s then outstanding common stock (see

Note 5).

In December 1999, the credit facility was amended and increased to $9,000,000 and can be
increased up to $12,000,000 upon the Company meeting certain financial performance
benchmarks. As additional consideration, the Company granted the financial institution warrants
to purchase an additional 5.5% of the Company’s outstanding common stock (see Note 5). At
December 31, 1999, $6,000,000 of Notes were drawn down under the facility. The Notes mature
on April 30, 2002. The Notes bear interest at a variable rate selected by the borrower equal to
prime rate plus 7% per annum or the adjusted LIBOR plus 8.5% per armum. In addition, there is
6.5% of interest that is deferred. The deferred interest is not payable in the event that the lendor
exercises the warrant referred to above.

The Company incurred origination fees of $395,000, which have been recorded as a deferred
asset and are being amortized over the life of the loan. The Company also pays annual
commitment fees of 0.5% on the unused amount of the facility. At December 31, 1999, the
Company was eligible to draw an additional $1,300,000 under the facility based on the value of
eligible accounts receivable cash collections.

"The credit facility is collateralized by receivables, inventories, equipment and certain real
property and is guaranteed by certain stockholders, but is subordinate to capitalized lease
obligations. Under the terms of the agreement, the Company is required to maintain certain
financial conditions, number of access lines and level of customer turnover. The agreement also
prohibits the Company from incurring certain additional indebtedness, limits certain investments,
advances or loans and restricts substantial asset sales, capital expenditures and cash dividends.

At December 31, 1999, the Company was in violation of the covenant to have customer turnover
percentage below a certain level, for which they obtained a waiver of default from the applicable
lender on June 26, 2000. In addition, on June 26, 2000, the covenants related to the number of
access lines and level of customer turnover were modified to make them less restrictive.




‘Manhattan Telecommunications Corporation and Subsidiaries 11
Notes to Consolidated Financial Statements

5. Wari'ants

In May 1999, in connection with the execution of the May 1999 credit facility agreement, the
Company granted fully vested warrants to the financial institution. Upon exercise of the warrant,
the financial institution may acquire 187.5 shares (7.5%) of the Company's issued and
outstanding shares of no par value, common stock at an exercise price of $.01 per share. The
warrant is exercisable through April 2009. If the warrant is exercised, the financial institution
shall forgo the collection of deferred interest which is accruing on the outstanding balance of the
debt at a rate of 6.5%. At December 31, 1999 the deferred interest on the debt was approximately

$151,193.

In December 1999, as a result of the amendment of the credit facility agreement, the Company
. issued additional warrants to the lendor to acquire up to 157.62 shares (5.5%) of the Company’s
issued and outstanding no par common stock. At December 31, 1999, 114.63 shares of no par
value common stock relating to this amendment had vested. The remaining 42.99 shares vest
only upon the increase in the available line of credit to $12 million. The warrant is exercisable

through April 2009.

The grant of the warrants was considered for accounting purposes to be an additional debt
issuance cost. The fair value of the warrants on the date of issuance was recorded as a deferred
asset and is being amortized into the statement of operations as interest expense over the life of
the Notes.

6. Related Party Transactions

Generai and administrative _
The Company received legal and consulting services from a firm in which an executive officer of

the Company is a principal stockholder. These expenses aggregated approximately $212, 000
$163,000 and $110,250 in 1999, 1998 and 1997, respectively. o

During 1997, the Company expensed approximately $60,500 of legal fees paid to officers of the
Company.

Capital Contribuﬁons
During 1998 and 1997, certain officers performed services for the Company for which they were
not compensated. Such contributions are not recorded in the financial statements.

Common stock redistribution

During 1997 and 1998, 161.29 and 34.56 shares of common stock were granted to officers of the
Company. At the date of each grant, no additional shares of the Company stock were authorized
to be granted. Accordingly, each existing stockholder made a pro-rata constructive transfer to the
officers. The Company recorded compensation expense for the fair value of the redistributed

shares.

In 1999, 3.85 shares of vested common stock were returned to the Company in connection with a
severance agreement. The returned shares were redistributed on a pro-rata basis to the existing
shareholders. The Company recorded a credit for the amount of compensation expense
previously recognized in connection with the initial grant of these shares.




‘Manhattan Telecommunications Corporation and Subsidiaries
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Notes to Consoiidated Financial Statements

7.

Income Taxes

The Company accounts for income tax under the provisions of SFAS No. 109, "Accounting for
Income Taxes". SFAS 109 requires an asset and liability approach that requires the recognition
of deferred tax assets and liabilities for the expected future tax consequences of events that have
been recognized in the Company's financial statements. The Company had approximately
$2,144,500 and $1,278,000 of net operating loss carryforwards for federal income tax purposes at
December 31, 1999 and 1998, respectively. The net operating loss carryforwards will begin to
expire in the year 2016 if not utilized. The Company has recorded a valuation allowance equal to
the net deferred tax assets at December 31, 1999 and 1998, due to the uncertainty of future
operating results. The valuation allowance will be reduced at such time as management beheves it
to be more likely than not that the net deferred tax assets will be reahzed

The components of the net deferred tax aSset as of December 31‘, 1999 and 1998 consist of the
following:

1999 1998

Deferred tax assets:

Net federal and state operating loss carryforwards $ 1,486,421 § 757,263

Property and equipment 3,741

Allowance for doubtful accounts 671,221 68,973

Gross deferred tax asset 2,157,642 829,977
Deferred tax labilities:

Property and equipment (271,533)

Less: Valuation allowance (1,886,109) (829,977)

Net deferred tax asset 3 - 8§ -




‘Manhattan Telecommunications Corporation and Subsidiaries
MNotes to Consclidated Financial Statements

8., Commitments

Operating and Capital leases

The Company leases office facilities and equipment under operating leases expiring through
2009. The company also leases telephone and other office equipment under capital leases
expiring through 2001. Future minimum lease payments due under noncancellable operating
leases and capital leases were as follows:

Operating Capital
Year ending December 31,
2000 e $ 758,548 $ 263,023
2001 648,487 122,288
2002 - 495,813 T
2003 456,041 -
2004 : 471,703 -
Thereafter 1,991,556 -
Total minimum lease payments $ 4,822,148 385,311
Less: amount representing interest (44,183)
Present value of future minimum lease payments 341,128
Less: current portion (231,051)
Capital lease obligations, net of current portion $ 110,077

Rent expense for the years ended December 31, 1999, 1998 and 1997 was approximately
$222,000, $110,000 and $110,000, respectively.

In March 2000, the Company entered into a new operating lease for additional office space.
Future minimum lease payments under this lease aggregate approximately $1,945,000.

Employment agreements

In the normal course of business, The Company has entered into employment agreements with
certain of its officers. - These agreements call for aggregate payments over the next four years of
$375,000 per year. Upon attaining certain performance requirements, these individuals are
eligible for a defined bonus.

General and administrative

In April 1999, the Company entered into a three-year agreement to receive legal services from a
related party. Under the terms of this agreement, the Company is required to pay weekly fees of
$4,000 (see Note 6).




-Manhattan Telecommunications Corporation and Subsidiaries
Notes to Consoclidated Financial Statements

9. Contingencies

Litigation

There are various claims, lawsuits and pending actions against the Company incidental to the
operations of its business. It is the opinion of management, after consultation with counsel, that
the ultimate resolution of such claims, lawsuits and pending actions will not have a material
adverse effect on the Company’s financial position, results of operations or liquidity.

Other

The Company is subject to state public utilities commission, Federal Communications
Commission and court decisions as-they relate to the interpretation and implementation of the
Telecommunications Act, the interpretation of CLEC interconnection agreements in general and
the Company's interconnection agreements in particular. In some cases the Company may be
bound by the results of ongoing proceedings of these bodies or the legal outcomes of other
contested interconnection agreements that are similar to the Company's agreements. The
Company cannot estimate the effect, if any, of these proceedings.

10. Subsequent events

On May 22, 2000 the Company amended its Certificate of Incorporation to increase the number
of authorized shares of common stock from 2,500 to 5,000. Concurrently, the Company declared
a stock dividend of 0.085 of a share of common stock for each share of common stock
outstanding. '

In March of 2000, the Company drew dowﬁ an additional $2,000,000 of its available credit
facility. o
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Manhattan Talecommunications Corperaticn

Balancs Sheat
AS3ET3
06§/36/00
Curront Assets: -
Cash & Cash Equivalents $1.239,734
Accounts Recaivable, net $5.933.830
Prepald & Other Current Assets $61.196
Total Currant Aggets ‘ $7,134,781
Fixed Agsets, net © $2,380,008
Deforrad Debt laauance Costs, net $8,932.807
QOther Asgels, nat . $1,69.363
Tatal Assets $17.517.557
LIABILITIES AND CAPITAL
Currant Liabilitles:
Accounts Payable & Accrued Expenses l $3,502.196
Current Portion of Lease Payment $616,724
Operating Taxes Payable $3,192,807
Dsbt Financing Fees Payable $220,396
Defarred Reat Payble, Current Portian - $30,229
Total Curront Liabilities $7.570,364
Equipmant Laage Obligation, net of Current $141,000
Debt Financing Foes Fayable. net of Cumrent $0
Deterred Rent Payble, net of Current . $98,787
Notas Payable, net of Current $8.000.000
Total Liabiiities $15.810.151
Redaeamabla Warant ' $388.082
Capital
Commaon Stock 50
| Pai-in Capital . $10,155.008
Retgined Eamings -$6.142.731
Nat income -$2.693.551
Total Capital $1.319324
Total Liabilities & Capital $17,517 557
]
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Manhattan Telecommunicazions Corporation

Consclldated Balance Sheet
As At

ASSETS Dac. 31,2000
Currant Azsets: .
Cash & Cash Equivalents 841,168
Accounts Receivable, net $,235,850
Prepaid & Other Currant Assets 219,787
Total Current Assels 8,096,804
Fixed Assats, net : . 5,029 506
Deferred Debt fssuance Costs, net 5,313,847
Other Assets, net ‘ 597,862

Total Assets 17.038,018

LIABILITIES AND CAPITAL
Current Liabilities: -
Accounts Payable & Accrued Expenses 8,582,521
Current Portion of Lease Payment 267,002
Operating Taxes Payable 4,515,329
Debt Financing Fees Payable 30,898
Deferrad Rent Payable, Current Parfion -
Total Cumrent Liabilitias 12,205,751
Equipment Lease Obligaticn, net of Current 931,256
Origination Fae -LT 197,500
Debt Financing Fees Payable, net of Cumrant -
Deferred Rent Payhle, net of Current 207,028
Notes Payable, n;et of Current 9,500,000

Totsl Liabilities 23,041,635
Redesmable Warrant 671 D72
Capital
Comman Stock -
Paid-in Capital 9,872,118
Retained Eamings (6,142,731}
Net Incoma (10,404,473)
Total Gapital (6,875,089)

Total Liahilitles & Capital 17,038,018
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Manhattan Talacommunications
Consclidated Statement of Operations

Revenues
Operating costs and expenses

Cost of revenues
Selling, genoral and administrative

Total operating cdst and exp.

EBITDA
Depreciation & Amortization

Interest expense
Intarest Amortization

Net loss

Twelve Mos.
End 12/31/00

47,184,341

25,102,364
26,116,639

51,219,003

{4,054,663)

1,184,968 *-

1,448,820
3,738,232

212 bl 3451 P.83-83

53%
55%

8%

2%

3%
8%

(10,404,473) -wezpreen-22%
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