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GERRY. FRIEND & SAPRONOV, LLP
ATTORNEYS AT LAW
SUITE 1450
THREE RAVINIA DRIVE

ATLANTA,. GEORGIA 30346-2131
(770) 399-9500 "
FACSIMILE (770} 395-0000

EMATL: gfaslaw@gfslaw.com

January 27, 1999 CEIVED

Y1 OVERNIGHT MAIL H 3/0775 JAN 27 1993
Mr. James McNulty, Secretary  APUBLIC UTILITY COMMISSICN
Pennsylvania Public Utility Commission SECRETARY'S BUREAU

Commonwealth Avenue and North Street
Room 207 North Office Building
Harrisburg, Pennsylvania 17120

Re:  Application of Maxxis Communications, Inc. for a Certificate of Public Convenience
and Necessity to Provide Intrastate, Interexchange Resale of Telecommunications
Services (“Application”)

Dear Mr. McNulty:

Enclosed are the original and three (3) copies of the Application. Please file the Application
in your usual fashion and return one (1) file-stamped copy to us in the enclosed envelope.

Also enclosed i1s a check in the amount of $250.00 to cover the cost of filing the Joint
Application.

If you have any questions or comments, please call the undersigned.
Sincerely,

v

Michael K. Stewart
Enc.

cc: Maxxis Communications, Inc. gmm}xm.:r_.mwz’m s

: i i
{(with enclosure) L&%ﬁt%; Jﬁ?tjﬂ%‘g ;

Charles A. Hudak, Esq. 5‘
without enclosure e ISiT{y
( ) ULSE& ?
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OF THE STATE OF PENNSYLVANIA JAN 27 1999
IN RE: .4 PUBLIC UTILTY Cpgg\%s‘ow
APPLICATION OF MAXXIS ) SECRETARY'S BY
COMMUNICATIONS, INC. )
FOR A CERTIFICATE OF PUBLIC )
CONVENIENCE AND NECESSITY TO ) DOCKET NO. H —-3f 07:75
PROVIDE INTRASTATE INTEREXCHANGE )
RESALE OF TELECOMMUNICATIONS )
SERVICES WITHIN THE STATE OF ) ( L.
PENNSYLVANIA ) avE

"\___A._;

COMES NOW Maxxis Communications, Inc. (the “Applicant”), a Georgia corporation, and
hereby applies to the Pennsylvania Public Utility Commission (the “Commission”) for a Certificate
of Public Convenience and Necessity, pursuant to 66 P.A.C.S. Sgction 1102(a)}(1) and the
Commission’s Rules and Regulations, authorizing Applicant to resell all forms of intrastate, long
distance telecommunications services within the State of Pennsyivania. In compliance with the
Commission’s Rules and Regulations, the following information is provided.

I. DESCRIPTION OF THE APPLICANT
1. Applicant’s Name and Address. Applicant’s correct name and address is:

Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, Georgia 30084
Tel: (770) 696-6343

2. Applicant’s Corporate Structure. Applicant is a wholly-owned subsidiary of Maxxis
Group, Inc. (“Maxxis”™), a Georgia corporation, which markets communications and other consumer
products and services in the United States via a multi-level marketing system. Copies of Applicant’s
Certificate to Transact Business as a Foreign Corporation in the State of Pennsylvania, Certificate

of Incorporation and Articles gflneamazating




3. Regulatory Contact Personnel. The officer of Applicant to whom the Commission is

requested to direct correspondence or complaints is:
Thomas O. Cordy
President and Chief Executive Officer
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108

Tucker, Georgia 30084
Tel: (770) 696-6343

with a copy to:

Charles A. Hudak, Esq.
Gerry, Friend & Sapronov, LLP
Three Ravinia Drive, Suite 1450
Atlanta, Georgia 30346-2131
Tel: (770) 359-9500
Fax: (770) 395-0000
Mr. Hudak should be contacted in connection with questions regarding Applicant’s general operation

and management, as well as any tariff-related matters.

II. DESCRIPTION OF APPLICANT’S PROPOSED SERVICES
4. Description of Proposed Services. Applicant seeks authority to resell the services of other

certificated common carriers for the purpose of providing switched, intrastate, interLATA and
intraLATA (as permitted by the Commission), voice telecommunications services. Specifically,
Applicant requests authority to offer direct dial (“1+”) services, measured toll services, toll-free (e.g.,
“8007, “888”) services, travel card services and prepaid calling card services in the State of
Pennsylvania. Applicant will provide such telecommunications services through resale of switched
voice services of certificated, facilities-based carriers (e.g., MCL/WorldCom, Inc.). As a switched
reseller, Apphcant will not own or control any transmission facilities, but instead wili utilize its own

switching equipment along with transmission services of one or more certificated long distance

carriers.



Applicant intends to market the proposed telecommunications services exclusively through
Maxxis’ multi-level marketing network of “independent associates” (“TAs”). The IAs will market
Applicant’s services to persons with whom the 1As have an ongoing relationship, such as family
members, friends and business associates. Notably, Maxxis’ IAs will not be required to purchase
inventory and will not be subject to sales quotas or account collection matters.

Applicant intends to bill its customers directly for long distance telecommunications resale
services. The charges, based upon the rates which will be set forth in Applicant’s tariff, Applicant’s
name, and its toll free telephone number for customer assistance will appear on all monthly customer
statements. In addition, customers may contact Applicant’s customer service representatives
regarding a broad range of service matters, including: (I) the types of services offered by Applicant
and the rates associated with such services; (ii) monthly billing statements; and (iii) problems or
concerns pertaining to the customer’s current service. Applicant’s customer service representatives

will be available to assist customers twenty-four (24) hours per day, seven (7) days per week.

HI. APPLICANT’S TECHNICAL, MANAGERIAL AND FINANCJAL
QUALIFICATIONS

s. Technical and Managerial Expertise. Applicant’s principal officers have the requisite

technical, financial and managerial experience to operate as a telecommunications reseller in the
State of Pennsylvania. Brief biographical statements concerning Applicant’s management personnel
are attached hereto at Exhibit “B”. Applicant currently has filed, or intends to file, applications to
resell telecommunications service in all fifty states. Applicant has not been denied authority to
provide intrastate, interLATA telecommunications service by any state regulatory authority.

6. Financial Capability. As a wholly-owned subsidiary of Maxxis, Maxxis Communications
has the assurance of its parent that it will be provided the financial resources necessary to operate

its telecommunications resale business in a continuous manner. For the period of January 24, 1997



to June 30, 1997 and the fiscal year ended June 30, 1998, Maxxis generated aggregate revenues of
approximately $2,691,000 and $6,991,000, respectively.'

7. Compliance with laws. By submitting this application, and by participating in all
proceedings necessary to effect certification, Applicant hereby asserts its willingness and ability to
comply with all rules and regulations that the Commission may impose subject to [STATE] law as
now or hereafter enacted. Accordingly, by this application, Applicant seeks such approval and
authority as may be required for Applicant to provide intrastate resale of long distance
telecommunications services throughout the entire State of Pennsylvania.

8. Procedure for Verifying Customer Ordered Changes. Applicant has not been denied
authority to provide intrastate telecommunications services in any state and has not been subject to
any regulatory penalties for violation of state or federal telecommunications statutes, rules or
regulations (g.g., slamming). Copies of Maxxis Communications’ internal guidelines to prevent

slamming and proposed letter of authorization are attached hereto at Exhibit “D”.
IV. ARGUMENT IN SUPPORT OF APPELICATION
9. Public_Interest, Convenience and Necessity. Commission approval of Applicant’s

Application is in the public interest. Specifically, grant of Applicant’s Application will increase
competition for customers of intrastate long distance telecommunications services within the State
of Pennsylvania.  Competition, in turn, will encourage efforts by other certificated
telecommunications providers to broaden the range of choices for Pennsylvania customers of long
distance telecommunications services. Applicant submits that, based on the information supplied

herein, its proposed service offerings will provide Pennsylvania consumers with high quality

'A copy of Maxxis’ Securities and Exchange Commission Form 10-K is attached hereto at
Exhibit “C".
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telecommunications products and services at reasonable rates while encouraging innovation and
efficiency among all providers of telecommunications products and services in the state.

WHEREFORE, Applicant respectfully requests that the Commuission issue a Certificate of
Public Convenience and Necessity authorizing it to engage in the resale of intrastate, long distance
telecommunication services within the entire State of Pennsylvania. Further, Applicant requests that
the Commission approve its proposed tariff and the rates proposed therein.

Respectfully submitted this 27 day ofJ— 1992~

GERRY, FRIEND & SAPRONOQV, LLP

CHARLES A. HUDAK

/M/%%%

MICHAEL K. STEWART

Three Ravinia Drive

Suite 1450

Atlanta, Georgia 30346-2131
(770} 399-9500

COUNSEL FOR MAXXIS COMMUNICATIONS, INC.
AND MAXXIS GROUP, INC.

STATE OF PENNSYLVANIA



STATE OF PENNSYLVANIA

BEFORE THE PUBLIC UTILITY COMMISSION
OF THE STATE OF PENNSYLVANIA

IN RE:

APPLICATION OF MAXXIS
COMMUNICATIONS, INC.

FOR A CERTIFICATE OF PUBLIC
CONVENIENCE AND NECESSITY TO
PROVIDE INTRASTATE INTEREXCHANGE
RESALE OF TELECOMMUNICATIONS
SERVICES WITHIN THE STATE OF
PENNSYLVANIA

DOCKET NO.

YERIFICATION

The undersigned attests that he has reviewed this filing on behalf of Maxxis
Communications, Inc. (“Applicant™) in the above-mentioned proceeding; that it appears to be true
and correct; and that it is hereby adopted on behalf of Applicant. By this application, and
participating in all proceedings necessary to effect certification, Applicant hereby asserts its
willingness and ability to comply with al regulations that the Commission may impose
subject to Pennsylvania law as now g

omas Q. Cyrdy
President and Chief Executive Officer
Maxxis Communications,
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ESEE(:fE?tElr}/ of State DOCKET NUMBER : 982680538
. . e CONTROL NUMBER: 9705835
Corporations Division EFFECTIVE DATE: 09/25/1998
Suite 315, West Tower REFERENCE : 0077
. H FRINT DATE . 09/25/1998
2 Martin Luther King Jr. Dr. CoRM NUMBER . 61t

Atlanta, Georgia 30334-1530

NELSON MULLINS RILEY & SCARBOROUGH
ESTER MORENO-BARILEY

999 PEACHTREE ST., STE. 1400
ATLANTA, GCA 30308

CERTIFICATE OF NAME CHANGE AMENDMENT

T, Lewis A. Massey, the Secretary of State and the Corporation
Commissioner of the State of Georgia, do hereby certify under the

seal of my office that

MAXXIS TELECOM, INC.
A DOMESTIC PROFIT CORPORATION

hag filed articles of amencdment in the office of the Secretary of

State changing.its name to

MAXXTIS COMMUNICATIONS, INC.

and has paid the required fees as provided by Title 14 of the
Official Code of Ceorgia Annotated. Attached hereto is a true and
correct copy of said articles of amendment.

WITNESS my hand and official seal in the City of Atlanta and the
State of Georgia on the date set forth zbove.

L e, ,gf%m/; & %m?,

Lewis A. Massey ‘
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ARTICLES OF AMENDMENT
TO THE
ARTICLES OF INCORPORATION
OF
MAXXIS TELECOM, INC.

I
The name of the corporation is “MAXXIS TELECOM, INC.” (the “Corporation™).

II.

Effective the date hereof, Article One of the Articles of Incorporzation of the Corporation
is amended by deleting Article One in its entirety and substituting therefor the following:

“The name of the corporation is Maxxis Communications, Inc.”
.

The amendment contained herein was duly adopted by unanimous written consent of the
Board of Directors of the Corporation dated as of September 2¢£, 1998. Pursuant to Section 14-

2-1002 of the Georgig’" Business Corporation Code, shareholder action with respect to the
amendment was not required.

IN WITNESS WHEREOQYF, the Corporation has caused these Articles of Amendment to
be executed by its duly authorized officer this il day of September, 1998.

MAXXIS TELECOM, INC.
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CERTIFICATE REGARDING |
REQUEST FOR PUBLICATION OF
NOTICE OF CHANGE OF CORPORATE NAME

The undersigned officer of MAXXIS TELECOM, INC. (the "Corporation”), a Georgia
corporation, does hereby verify that a request for publication of a notice of intent to file
articles of amendment to change the name of the Corporation and payinent therefor has been
made as required by Section 14-2-1006.1 of the Official Code of Georgia Annotated.

IN WITNESS WHEREOQF, the undersigned does hereby set his-hand this 291 day of

September, 1998.
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- - — - _-~ PRINT DATE + Q271771997
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Atlanta, Georgia 30334.-1330

NELSON MULLINS RILEY & SCARBOROUGH
PETER C. QUITTMEYER, ESQ.

1201 PEACHTREE STREET, STE 2200
ATLANTA, GA 30361

CERTIFICATE OF INCORPORATION

I, the Secretary of State and the Corporation
Commissionexr o£f the State of Georgia, do hereby certify under the
seal of my ofifice that

MANXTS TELECOM, INC.
A DOMESTIC PROFIT CORPORATION

nas been duly incorporated under the laws of the State of Ceorgia
on the effective date stated above by the filing of articles of
incorporation in the office of the Secretary of State and by the
paying of fees as provided by Title 14 of the Official Code of
GCecrgia Annctated. -

WITNESS my hand and official seal in the City of Atlanta and the
State of Georgia on the date set forth above.

Lewis A. lMassey
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. ARTICLES OF INCORPORATION
OF

ARTICLE I
The name of the corporation is "Maxxis Telecom, Inc."
ARTICLE I
The corpoeration shall have authority to issue not more than 1,000, 000 shares of

capital stock.
ARTICLE IO

The street address and county of the initial registered office of the corporation is
1201 Peachtree Street, Suite 2200, Adanta, Georgia 30361; the registered office is in
Fulton County. The mmal registered agent of the corporation at such address is Peter

C. Quittmeyer.
ARTICLE IV

The name and address of the incorporator is:

Peter C. Quittmeyer

Nelson, Mullins, Riley & Scarborough
400 Colony Square, Suite 2200

1201 Peachtree Street

Atlanta, Georgia 30361

ARTICLE V
The mailing address of the initial principal office of the corporation is:
11205 Alpharetta Highway

Suite G 3
Roswell, Georgia 30076

Document: CAATLIGIMFO195683, %7
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ARTICLE VI

The initial Board of Directors shall consist of Three (3) members.

Y

LI
. U A - T

"t Pursuant t6 Section .1-4_2_704" of the '_Gcorgiéi'Busihess'Cdrpératioﬁ C6d¢~; any

action required by the Georgia Business Corporation Code to be taken at a meeting of the
shareholders and any action which may be taken at a meeiing of the shareholders may be
tzken without a meeting if written consent, setting forth the action so taken, shall be
signed by persons who would be entitled to vote at a meeting those shares having voting
power to cast not less than the minimum number (or pumbers, in the case of voting by
classes entitled to separate vote) of votes that would be necessary to authorize or take
such action at a meeting of shareholders at which all shares entitled to vote were present
and voted, subject to the limitations and notice requirements of Section 14-2-704.

ARTICLE VIII

No director of the corporation shall be personally liable to the corporation or its
shareholders for monetary damages for breach of the director’s duty of care or other duty
as a director, provided; that this provision shall eliminate or limit the liability of a
director only to the extent permitted from tims to time by the Georgia Business
Corporation Code as amended from time to time, or any law governing such matters
which replaces the Georgia Business Corporation Code.

IN WITNESS WHEREOF, the undersigned has executed these Articles of
Incorporation as of the 17th day of February, 1997. '

e

) Quimne‘yufg, Esq.

Incorporator
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. Srrretary ojgSiaie
Musiness Enfnrmatim‘anh Seruices ' .

Suite 315, est Tower RESERVATION NUMBER: 970410411
2 Aartin Tuther King. Tr. Ar, EFFECTIVE DATE 025’05'997
. _ EXPIRATION DATE *: 05/11/1997
CONSENT ON FILE ¢ N/A
PRINT DATE i 02/11/1997
FORM NUMBER : 506
KYLE FRISCH
1201 P'TREE ST
STE 2200

ATLANTA GA 30361

NAKE RESERVATION CERTIFICATE

t, the Secretary of State of the State of Georgia, do hereby certify under the
seal of my office that the records of the Secretary of State have been reviewed

and the name

HMAXX1S TELECOH, IKC.

to, and appears to be distinguishable from, the name of any other

is not identical
Code of Georgia

existing entity on file pursuant to Tltle 1 of the OQOfficial
Annotated.

This ‘certificate shall be valid for a-nonrenewsble period of ninety days from the
date of this certificate. Please submit this original certificate with any

subsequent farmation filing.

Name reservations are not renewable after expiration of the statutory reservation
period stated above.

LEWI 5 A, HASSEM

SECRETARY OF STATE
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LAY OFFICES .

NELSON MULLINS RILEY & SCARBOROUGH, L.L.P.

A REGISTERED LIMITED LIABILITY PARTNERSHIP INCLUDING PROFESSIONAL CORPORATIONS

400 COLONY SQUARE OTHER OFFICES:
KyLE M. F“'SC_" SIHTE 2200 - Charfesion, South Corolim
LEGG:)"S‘SS'S;T;\;_IT - 1201 PEACHTREE STREET, N.E. Carloae, Norh Caroiivm
{4 17- ' ' Columbia, South Caredia
X . ATLANTA, GEQRGIA 30361 Prorerce, South Carofiva
TELEPHONE (404) 817-6000 Greznville, South Carolira
TELECOPIER {404) 817-6050 Myrte Besch, Sounh Carclim

February 17, 1997

VIA U.S5. MATL

Fulton County Dally Report
Business Office

190 Pryor Street, SW
Atlanta, Georgia 30303

Re: Maxxis Telecom, Inc.

Dear Sir or Madam:

You are requestad to publish once a week for two consecutive

weeks, commencing within ten days of receipt of this letter, a
notice in the following form:

cost

Encl.

ccC:

"NOTICE OF INTENT TO INCORPORATE

Notice 1is given that articles of incorporation which
incorporate Maxxis Teleccom, Inc. will be delivered to the
Secretary of State in accordance with the CGeorgia Business
Corporation Code. The initial registered office of the
corporation will be located at 1201 Peachtree St., Ste. 2200,
Fulton County, Atlanta, Georgia 30361 and the initial
registered agent at such address is: Peter C. Quittmeyer."

Enclosed is a check in the amount of $40.00 in payment of the
of publicaticon.

Very truly yours,

Kyle M. Frisch

Andrew L. Hcwell

" Dedtmrnt CAATLIKMEF0) 96852, 47
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CERTIFICATE OF RESTATED ARTICLES OF INCORPORATIQN

|, Lewis A. Massey, the Secretary of State and the Corporation Commissioner of the
State of Georgia, <o hereby certify under the seal of my office that the articles

of incorporation of

KAXX1S GROUP, IHC.
A DOHESTIC PROFIT CORPORATION

have been duly restated and zmended by the filing of articles of restatement in
the office of the Secretary of State and by the paying of fees as provided by
Title 14 of the Qfficial Code of Gecrgia Annotated. Attached hereto is a true and

correct copy of said articles of restatement,

WITNESS my hand and official seal in the City of Atlanta and the State of Georgia
on the date set feorth zbove.

ﬂf-% _
LEWIS A. MASSEY . T

SECRETARY OF STATE




AMENDED AND RESTATED ARTICLES OF INCORPORATION

OF

MAXXIS GROUP, INC.

ARTICLE I

The name of the corporation is "Maxxis Group, Inc." The principal executive office of
the corporation is 1901 Montreal Road, Suite 108, Tucker, Georgia 30084,

ARTICLE It

The corporation shall have authority to issue not more than 30,000,000 shares of capital
stock which shall consist of:

(i) 20,000,000 shares of Comnmon Stock, no par value per share (the "Common
Stock™); and

(ii) 10,000,000 shares of preferred stock, no par value per share (the "Preferred
Stock™).

A Common Stock.

Subject to all of the rights of the Preferred Stock as expressly provided herein, by law
or by the Board of Directors pursuant to this Article II, the Comrnon Stock shail possess zll such
rights and privileges as are afforded to capital stock by applicable law in the absence of any
express grant of rights or privileges in the Amended and Restated Articles of Incorporation,
including, but not limited to, the following rights and privileges:

i dividends may be declared and paid or set apart for payment upon the Common
Stock out of any assets or funds of the corporation legally available for the payment of
dividends;

(ii) the holders of Common Stock shall have the right to vote for the election of
directors and on all other matters requiring shareholder action, each share being entitled to one
vote; and

(1)  upon the voluntary or involuntary liquidation, dissolution or winding-up of the
corporzation, the net assets of the corporation available for distribution shall be distribuied pro

rata to the holders of the Common Stock in accordance with their respective rights.and interésts.

B. Preferred Stock.

In addition to the Common Stock, the corporation shall have the authority, exercisable
by its Board of Direciors, 10 issue up to 10,000,000 shares of Preferred Stock, any part or all

ook 1455742 YEOG
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of which shares of Preferred Stock may be established and designated from time (o time by the
Board of Dircctors by filing an amendment to these Amended and Restated Aricles of
Incorporation, which shall be effective without shareholder action, in accordance with the
appropriate provisions of the Georgia Business Corporation Act (the "Act”) and any amendment
or supplement thereto (a "Preferred Stock Designation), in such series and with such
preferences, limitations and relative rights as may be determined by the Board of Direciors. The
number of authorized shares of Preferred Stock may be increased or decreased (but not below
the number of shares thereof then outstanding) by the affirmative vote of a majority of the votes
of the Common Stock, without a vote of the holders of the shares of Preferted Stock, or of any
series thereof, unless a vote of any such holders is required by law or pursuant to the Preferred
Stock Designation or Preferred Stock Designations establishing the series of Preferred Stock.

100,000 shares of the corporaticn’s Preferred Siock shall be designated "Series A
Convertible Preferred Stock.” The Series A Preferred Stock shall have the nights, preferences,

privileges, restrictions, and other matters as follows:

i. Liauidation Preference.

(a) [n the event of any liguidation, dissoluticn or winding up of the
corporation, either voluntary or involuntary, the holders of the Series A Convertible Preferred
Stock (the "Series A Holders") shall be entitled to receive, prior and in preference to any
distribution of any of the zssets or surplus funds of the corporation to the holders of the
Common Stock by reasen of their ownership thereof, the amount of $5.50 per share (as adjusied
for any combinations, consolidations, stock distributions or stock dividends with respect (o such
shares) plus all declared or accumulzted but unpaid dividends on such share for each share of
Series A Convertible Preferred Stock thea held by them and no more. If upon the occurrence
of, such event, the ascets and funds thus distributed among the Series A Holders shall be
insufficient to permit the payment to such holders of the full aforesaid preferential amount, then
the entire assets and funds of the corporation legally available for distribution shall be distributed
among the Series A Helders in proportion to the shares of Senies A Converiible Preferred Stock
then held by them.

(b) In the evemt of zny liquidation, dissclution or winding up of the
corporation, either voluntary or inveluniary, and subject to the payment in full of the liquidation
preferences with respect to the Series A Convertible Preferred Stock as provided in subparagraph
(a) of this Section 1, the holders of the Common Stock shall be entitled to receive, prior and in
preference to any further distribution of any of the assets or surpius funds of the corporztion to
the Series A Holders by reason of their ownership thereof, an amount equal to the per share
book value for each share of Common Stock then held by them and no more. Subject o the
payment in full of the liquidation preferences with respect to the Series A Convertibie Preferred
Stock as provided in subparagraph (a2) cf this Section 1, if upon the occurrence of such event,
the assets and funds thus distributed among the holders of the Common Stock shell be
insufficient to permit the payment 1o such holders of the full aforesaid preferential amount, then
the entire remaining assets and funds of the corporztion legally available for distribution shall
be distributed among the holders of the Common Siock in propertion to the shares of Cemumen
Stock then held by them. After payment to the Series A Holders and the holders of Common
Siock of the amounis set forth in subparagraph (a) zbove and this subparagraph (b), the entire
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remaining assets and funds of the corporation legally available for distnbution, if any, shall be
distributed among the holders of the Common Stock and the Serics A Convertible Preferred
Stock in proportion to the shares of Common Stock then held by them and the shares of

Common Stock which the Series A Holders have the right to acquire upon conversion of their
shares.

(c) A consolidation or merger of the corporation with or into any other
corporation or corporations, of a sale of all or substantially all of the assets of the corporation,
shall not be deemed to be a liquidation, dissolution or winding up within the meaning of this
Section 1, but shall be subject to the provisions of Section 4 bereof.

2. Voting_ Rights. Except as otherwise expressly provided herein or as
required by law, the Series A Helders shall have no voting rights on account of the ownership
of Series A Convertible Preferred Stock and shall not be entitled to notice of any shareholders
meeting.

3. Conversion. The Series A Holders shall have conversion rights as follows
(the "Conversion Rights"):

(a) Right to Convert. Each share of Series A Convertible Preferred Stock
shall be convertible, at the option of the holder thereof, at any time at least 14 months after the
date of issuance of such share, 2t the office of the corporation or any transfer agent for such
stock, into such number of fuily paid and nonassessable shares of Common Steck as is
determined by dividing $5.50 plus ail declared or accumulated but unpaid dividends on each
share of Series A Convertible Preferred Stock by the then applicable Conversion Price,
determined as hereinafter provided (the "Conversion Price"), in effect on the daie the centificate
is surrendered for conversion. The initial Conversion Price shall be $5.50. Such initial
Conversion Price shall be adjusied as hereinafier provided.

(b) Automatic Conversion. E=zch share of Senies A Convertible Preferred
Stock. that has been ouistanding for at least 14 months shall automatically be converted into
shares of Common Stock at the then effective Conversion Price immediately upon the closing
of a public offering that occurs at least {4 months following the date of issuance znd that
provides gross proceeds to the corporztion of at least $7,500,000.

{c) Mechanics of Conversion. Before any Senies A Helder shall be entitled
to convert his shares of Series A Convertible Preferred Stock into shares of Common Stock, he
shall surrender the certificate or certificates thereof, duly endorsed, at the office of the
corporation or of any transfer agent for such siock, and shall give written notice to the
corporation at such office that he elects to convert the same and shall state therein the name or
names in which he wishes the certificate or cerntificates for shares of Common Stock to be
issued. The corporation shall, as socn as practicable thereafter, issue and deliver af such office
to such Series A Holcer, a cerntificate or certificates for the number of shares of Common Stock
to which he shall be entitled as aforesaid. Such conversion shall be deemed to have been made
immediately prior to the close of business on the date of surrender of the shares of Series A
Convertible Preferred Stock to be converted, and the person or persons entitled to receive the

ve..oDocE 245742 VEO4 3
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shares of Common Stock issuable upon such conversion shall be wreated for all purposes as the
record holder or holders of such shares of Common Stock on such date.

(d) Adjustments to Conversion Price.

(1) Special Definitions. For purposes of this Section 3, the following
definitions apply:

"Oneinal Issue Date” shall mean the date on which a share of Series A
Convertible Preferred Stock was first issued.

" Additional Shares of Common Stock” shall méan all shares of Common
Stock issued by the corporation after the Onginal Issue Date, other than shares
of Common Stock issued or issuable:

(A)  uponconversion of shares of Series A Convertible Preferred Stock;

®) to officers, directors or employees of, or consultants to, the
corporation, on terms approved by the Board of Directors; or

(C) as a dividend or distribution on Series A Convertible Preferred
Stock.

(if) Adiustments for Combinations or Subdivisions. No adjustment in
the Conversion Price of a particular share of Series A Convertible Preferred Stock shall be made
unless this corporztion at any time cr from time io time afler tae Original Issue Date shall
declare or pay any dividend on the Common Stock payable in Commean Stock or in any right
to acquire Common Stock, or shall effect a subdivision of the outstanding shares of Common
Stock into a greater number of shares of Common Stock (by stock split, reclassification or
otherwise), or in the event the outstanding shares of Common Stock shall be cembined or
consolidated, by reclassification or otherwise, into a lesser number of shares of Common Stock,
then the Conversion Price in effect immediately prior to such event shall, concurrentdy with the
effectiveness of such event, be proportionately decreased or increased, as appropriate.

(e) Other Distributions. In the event the corporation shalii at any time or from
time to time make or issue, or fix a record date for the determination of holders of Common
Stock entitled to receive, a dividend or other distribution payable in securities of the corporation
or any of its subsidiaries other than Additional Shares of Common Stock, then in each such
event provision shall be made so that the Series A Holders shall receive the securities of the
corporation which they would have received had their stock been converted into Common Stock
on the date of such event.

(H No Impairment. The corporation will not, by amendment of its Amended
and Restated Articles of Incdrporation or through any reorganization, transfer of assets,
consolidation, merger, dissolution, issue or sale of securities or any other voluntary aciion, avoid
or seek to avoid the observance or performance of any of the terms 10 be observed or performed
hereunder by the corporation, but will at all times in good faith assist in the carrying out of all
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the provisions of this Section 3 and in the (aking of all such action as may be necessary or

appropriate in order to protect the Conversion Rights of the Serics A Holders against
impairment.

(g) Notices of Record Date. In the event of any taking by the corporation of
a record of the holders of any class of securities for the purpose of determining the holders
thereof who are entitled to receive any dividend (other than a cash dividend) or other distribution
of: (i) any security or right convertibie into or entitling the holder thereof to receive Additional
Shares of Common Stock; (ii) any right to subscribe for, purchase or otherwise acquire any
shares of stock of any class or any other securities or property; or {iii) any other similar right,
the corporation shall mail 10 each Series A Holder at least 20 days prior to the date specified
therein, a notice specifying the date on which any such record is to be taken for the purpose of
such dividend, distribution, security or right, and the amount and character of such dividend,
distmbution, security or right.

(h)  Issue Taxes. The corporztion shall pay any and all issuc and other taxes
that may be payable in respect of any issue or delivery of shares of Common Stock on
conversion of shares of Series A Convertible Preferred Stock.

(i Reservation of Stock Issuable Upon Cenversion. The corporation shall at
all times reserve and keep available out of its authorized but unissued shares of Common Siock,
solely for the purposz of effecting the conversion of the shares of the Series A Conventible
Preferred Stock, such number of iis shares of Common Stock as shall from time to time be
sufficient to effect the conversion of all outstanding shares of the Series A Convertible Preferred
Stock; and if at any dme the number of zuthorized but unissued shares of Common Stock shall
not be sufficient i0 effect the conversion of all then outstanding shares of the Series A
Convertible Preferred Stock, the corporation will ke such corporate action as may, in the
opinion of its counsel, be necessary 1o increase its authorized but unissued shares of Common
Stock 10 such number of shares as shall be sufficient for such purpose, including, without
limitation, engaging in best efforts to obtain the requisite shareholder approval of any necessary
amendment to these Articles.

€)) Fractional Shares. No fractional share shall be issued upon the conversion
of any shares of Series A Convertible Preferred Stock. All shares of Common Stock (including
fractions thereof) issuable upon conversion of more than one share of Series A Convertible
Preferred Stock by a Series A Holder shall be aggregated for purposes of determining whether
the conversion would result in the issuance of any fractional share of Common Stock. In lieu
of any fractional sitare of Common Stock to which a Series A Holder would otherwise be
entitled, the corporztion shall make a cash payment equal 1o the fair market value of such
fractional share of Common Stock, as determined in good faith by the Board of Directors.

(k}  Adiustments. In case of any reorganization or any reclassification of the
capital stock of the corporation, any consolidation or merger of the corporation with or into
another corporation or corporations, or the conveyance of all or substantially all of the assets
of the corporation io another corporzation, each share of Series A Convertible Preferred Stock
shall thereafter be converiible into the number of shares of stock or other securities or property
(including cash) to which a holder of the number of shares of Common Stock deliverable upon
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conversion of such share of Series A Convertible Preferred Stock would have been eatided upon
the record date of {or date of, if no record date is fixed) such reorganization, reclassification,
consolidation, merger or conveyance; and, in any case, appropriate adjustment (as determined
by the Board of Directors) shall be made in the application of the provisions herein set forth with
respect to the rights and interests thereafier of the Serics A Holders, to the end that the
provisions set forth herein shall thereafter be applicable, as nearly as equivalent as is practicable,
in relation to any shares of stock or the securities or property (including cash) thereafter
deliverable upon the conversion of the shares of such Series A Convertible Preferred Stock.

4 Merger, Consolidation.

(a) At any time, in the event of:

(i) a consolidation or merger of the corporation with or into any other
corporation, or any other entity or person, other than a wholly-owned

subsidiary;

(i1) any corporate reorganization in which the corporation shall not be
the continuing or surviving entity of such recrganization;

(1)  a sale of 2ll or substanually all of the assets of the corporation; or

(iv)  any trensaction approved by the corporation in which more than
50% of the outstanding stock of the corporation (on an as-converted basis)
. is exchanged in any three month period;

the Series A Holders shall be paid (unless such payment is waived by the holders of a majority
of the outstanding shares of Series A Convertible Preferred Stock) in cash or in securities
received from the acquining corporation or in a combination thereof, at the closing of any such
transaction, an amount equal to the amount per share which would be payable to such holders
pursuant to Section 1 1f all consideration received by the corporation and its shareholders in
connection with such event were being distributed in a liquidation of the corporation.

(b)  Any securities to be delivered to the Series A Holders pursuant to Section
4(a) above shall be valued as follows:

(1) Securities not subject to investment letter or other similar
restrictions on free marketzbility:

(A) If waded on a securities exchange, the value shall be
deerned 1o be the average of the security’s ¢closing prices on such
exchange over the 30-day period ending three (3) days prior to the
closing;

(B)  If actively traded over-the-counter, the value shall be
deemed 10 be the average of the closing bid prices over the 30-day
period ending three (3) days prior 10 the closing; and

6
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(C)  If there is no active public market, the value shall be the

fair market value thereof (as determined in good faith by the Board
of Directors of the corporation).

(i)  The method of valuation of securities subject to investment letter
or other restrictions on free marketability shall be 10 make an appropriate
discount from the market value determined as above in (b)(1)(a), (®)(1)(b)
or M)(1Xc) to reflect the approximate fair market value thereof (as
determined in good faith by the Board of Directors of the corporation).

(c)  The corporation shall give each Series A Holder written notice of such
impending transaction not later than 30 days prior to the shareholders’ meeting called to approve
such trapnsaction or 30 days prior to the closing of such transaction, whichever is earlier, and
shall also notify such holders in writing of the final approval of such mansaction, The first of
said notices shall deseribe the material terms and conditions of the contemplated transaction as
well as the terms and conditions of this Section 4, and the corporation shail thereafier give such
holders prompt notice of any material changes. The transaction shall in no cvent tzke place
sooner than 30 days after the mailing by the corporation of the first notice provided.for herein
or sooner than 20 days after the mailing by the corporation of any notice of material changes
provided for herein; provided, however, that such periods may be shortened upon the written
consent of the holders of not less than 50% of the then outstanding Series A Convertible
Preferred Stock.

5. Amendment. Any term relating to the Series A Convertible Preferred
Stock may be amended and the observance of any termi relating to the Series A Converiible
Preferred Stock may be waived (either generally or in a particular instance and either
retroactively or prospectively) only with the vote or written consent of holders of more than 50%
of all Series A Convertible Preferred Stock then cutstanding and the corporation. Any
amendment or waiver so effected shall be binding upon the corporation and any Series A Holder.

6. Restrictions and Limitations. So long as any shares of Series A
Convertible Preferred Stock remain outstanding, the corporation shall not, without the vote or
written consent by the holders of more than 50% of the then outstanding shares of Series A
Convertible Preferred Stock:

(a)  Effect any reclassification, recapitalization or other change with respect
io any outstanding shares of stock or create any new class or series of capital stock which results
in the issuance of shares of stock having any preference or priority as to dividend or redemption
rights, liquidation preferences, conversion rights, or otherwise, superior 10 (but not on a parity
with) any such preference or priority cf the Series A Convertible Preferred Stock;

) (b) . Increase or decrease (other than by redemption.or conversion) the total
number of authorized shares of Series A Converiible Preferred Stock; or

{c)  Declare or pay zay cash dividends on the corporailon’s Commona Stock
unless the Series A Holders receive dividends of like amount on an as-if-converied 1o Common
Stock basis.

Tots 245742 VEQE 7
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7. No Rejssuance of Series A Convertible Preferred Stock. No share or
shares of Series A Convertible Preferred Stock acquired by the corporation by reason of
redemption, purchase, conversion or otherwise shall be reissued, and all such shares shail be
returned to the status of undesignated shares of Preferred Stock.

ARTICLE I

The corporation shall have not more than fifteen directors, and the number of directors
shall be set by the Board of Directors as set forth in the corporation’s Amended and Restated
Bylaws. The Board of Directors shall be divided into three classes to be known as Class [, Class
M1, and Class III, which shall be as nearly equal in number as possible. Except in case of death,
resignation, disqualification or removal for cause, each director shall serve for a term ending
on the date of the third annual meeting of shareholders following the annual meeting at which
the direcior was elected; provided, however, that each initial director in Class I shall hold office
until the first annual meeting of shareholders after his election; each initial director in Class II
shall hold office undl the second annual meeting of shareholders afier his election; and each
initial director in Class I shall hold office until the third annual meeting of shareholders after
his election. Despite the expiration of a director’s term, he shall continue to serve unul his
successor, if there is to be any, has been clected and qualified. In the event of any increase or

~decrease in ihe authorized number of directors, the newly created or eliminated directorships

resulting from such zn increase or decrease shall be apportioned among the three classes of
directors so that the ihree classes remain as nearly equal in size as possible; provided, however,
that there shall be no classification of additional directors elected by the Board of Directors until
the next meeiing of shareholders called for the purpose of electing directors, at which meeting
the terms of zll such additional directors shall expire, and such additional directors positions,
if they are to be corntinued, shall be apportioned among the classes of directors and nominees
therefor shall be submitted to the sharenolders for their vote, Any vacancy occurring on the
Board of Directors, including a vacancy resulting from an increase in the number of directors,
may only be filled by the affirmative vote of the remaining directors even if the remaining
directors constitute less than a quorum of the Board of Directors. Any director or the entire
Board of Directors may be removed with or without cause by a majority vote of the holders of
Common Stock then entited 1o vote thereon.

ARTICLE [V

No director of the corporation shall be personally liable for monetary damages to the
corporatien or its shareholders for brezch of the duty of care or any other duty as a director,
except that such lizbility shall not be eliminated for:

1 any approprization, in violation of the director’s duties, of any business
opportunity of the corporziion; '

(1) ecis or omussions which involve intentional misconduct or a knowing
violauion of law;

(i) liebility under Section 14-2-832 (or any successor provision or
redesignaticn thereof) of the Act; and

Docd 2457427 VEC4 8
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(iv)  any transaction from which the director received an improper personat
benefit.

If at any time the Act shall have been amended to authorize the further elimination or
limitation of the liability of a director, then the liabiliry of each director of the corporation shail
be eliminated or limited to the fullest extent permitted by the Act, as so amended, without
further action by the shareholders, unless the provisions of the Act, as amended, require further
action by the shareholders. Any repeal or modification of the forcgoing provisions of this
Article TV shall not adversely affect the elimination or limitation of hability or alleged liability
pursuant hereto of any director of the corporation for or with respect to any alleged act or
omission of the director occurring prior to such repeal or modification.

ARTICLE V
All actions by the shareholders shall be taken at a meeting, with prior notice which
complies with the notice provisions of the corporation’s Amended and Restated Bylaws, and with
a vote of the holders of the outstanding stock of each voting group entitied to vote thereon,

ARTICLE VI

In discharging the duties of their respective positions and in determining what is believed
to be in the best interests of the corporation, the Board of Directors, committees of the Board

of Directors and individual directors, in addition to considering the effects of any action on the

corporation or its shareholders, may consider the interests of the employees, customers,
suppliers and creditors of the corperation and its subsidiaries, the communities in which offices
or other establishments of the corporation and its subsidiaries are locaied and all other factors
such directors consider pertinent; provided, however, that any such provision shall be deemed

solely to grant discretionary authority to directors and shall not be deemed to provide to any
constituency any right to be considered.

These Amended and Restated Articles of Incorporation were duly adopted by the Board

of Directors of Maxxis Group, Inc. pursuant to a written consent dated March £, 1998.
Sharcholder action was not required.

IN WITNESS WHEREOF, theyndermgned has executed these Amended and Restaied

Aricles of Incorporation as of the 32 day of //g‘/f , 1998.
C—J-}‘em

President and Ch;ef Execur e\Officer
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EXHIBIT “B*"

LIST OF MAXXIS COMMUNICATIONS, INC.'S MANAGEMENT WITIT SUMMARY
OF EXPERIENCE

THOMAS O. CORDY 1901 Montreal Road, Suite 108
Chief Exccutive Officer and President Tucker, Georgia 30084
(770) 552 - 4766

Thomas O. Cordy has served as Chief Execulive Officer, President and Director of Maxxis
Communications, Inc. since its inception, and has served as Chief Executive Officer, President
and Director of Maxxis Group, Inc. since May 1997. Prior to that time, he has served as
President and Chief Execuuive Officer of CI Cascade Corp., and has served as a Dirccior of
Southern Bell, Kimberly Clark and First Union Bank. My, Cordy currendy serves as Vice
Chairman of the Board of Trusieces for Clark Atlanta Umiversity, Chairman of the Board of
Renaissance Capital Corporation and a Director of Cox Enterprises. Mr. Cordy has a bachelor’s
degree from Morchouse College and a master’s degree from Adanta University, and he has
attended the Stanford Exccutive Program at the Stanford School of Business and the University
of Oklahoma National Lending School.

PATRICK J. LENTZ 1901 Montreal Road. Suite 108
Executive Vice President Tucker, Georgia 30084

(770) 552 - 4766

Patrick J. Lentz joins Maxxis Communications, Inc. after fifteen years' experience in ihe
technical aspects of the telecomnwnications and computing industry. During his employment
with BellSouth and LDDS Communications (now WorldCom), Mr. Lentz was instrumental in
designing and implementing network appiications 1o process long distance, cellular and satellite
telephony, to perform billing and customer care functions and to assist in administrative
recordkecping.  Mr. Lentz 18 also experienced in Imternet applications, having designed
customer-registration software for BeliSouth.Net. He holds a masters in Mathematical Sciences
from Clemson University and a bachelors in Mathematics and Computer Science from Georgia

Southern College.

DANIEL MCDOXNCUGH 1901 Montreal Road, Suite 108

Chief Financial Officer Tucker, Georgia 30084
(770) 552 - 4766

Daniel McDouough serves as Chicf Finascial Officer of both Maxxis Communications. Ine. and
Maxxis Group, Inc. Prior 0 his employment with Maxxis Group, inc., Mr. MclDonough
provided financial consulting services to a number of siart up companies at Creative Benefits,
Inc. In addition, from 1992 to 1994, Mr. McDonough was the controller of Jostens Learning
Corporation, a $73 million technology company specializing in educaiional software. Prior
his employment with Jostens, Mr. McDonough served as assistant controlier 1o Alumax, Inc..
a 52.5 billion integrated aluminum company with more than 100 manufacturing operations
throughout the Untted States. From 1973 1o 1980, Mr. McDonough was employed by Price
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Waterhouse & Co. Mr. McDonough is a licensed CPA and also holds a master of business
administration degree from the University of Buffalo.

ALBERT F. BOGHOLZ 1901 Montreal Road, Suite 108
Network Engineer Tucker, Georgia 30084
(770) 552 - 4766

Albert F. Bogholz serves as Network Engineer for Maxxis Communications, Inc., bringing to
the company over thirty years® expericice in the telecommunications and cellular
communications indusiry. He began his career in 1966 at Western Union Telegraph Company,
and, since 1983, Mr. Bogholz has scrved as nctwork engineer and wransmissions director for
several 1najor telecommunications providers, including LDDS/Mewomedia, Resurgens
Communications Group, Continental Telecom and ATC. Mr. Bogholz has a bachelor’s degree
m physics from the City College of New York and an associate degrec in LEngincering from
Bronx Community College
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PENNSYLVANIA DEPARTMENT OF STATE 236
CORPORATION BUREAU
ROOM 308 NORTH OFFICE BUILDING
P.O. BOX 8722
HARRISBURG, PA 17105-8722

MAXXIS COMMUNICATIONS, INC.

THE CORPORATION BUREAU IS HAPPY TO SEND YOU YOUR FILED DOCUMENT.
PLEASE NOTE THE FILE DATE AND THE SIGNATURE OF THE SECRETARY OF THE
COMMONWEALTH. THE CORPORATION BUREAU IS HERE TO SERVE YOU AND WANTS
TO THANK YOU FOR DOING BUSINESS IN PENNSYLVANIA. IF YOU HAVE ANY
QUESTIONS PERTAINING TO THE CORPORATION BUREAU, CALL (717) 787-1057.

ENTITY NUMBER: 2848331

MICROFILM NUMBER: 05887

0458-0459

CSC NETWORK
COUNTER
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53 ® DEC - 2 1998

Filed with the Depariment of State on

ACTING onwealth \D

APPLICATION FOR CERTIFICATE OF AUTHORITY

DSCB:15-4124/6124 {Rev 90)

Indicate type of corporation {check one):

_X_ Foreign Business Corporation (15 Pa.C.8. §4124)

Foreign Nonprofit Corporation (15 Pa.C.S. §6124)

In compliance with the requirements of the applicable provisions of 15 Pa.C.S. (relating to corporations and

+ unincorporated associations) the undersigned association hereby states that:
i

'

.
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1.

“

The name of the corporation is: MAXXIS COMMUNICATIONS, INC.

The name which the corporation adopts for use in this Commonwealth is (complete only when the corporation must adopt
a corporate designator for use in Pennsylvania):

(If the name set forth in Paragraph 1 or 2 is not available for use in this Commonwealth, complete the following):

The fictitious name which the corporation adopts for use in transacting business in this Commonwealth is:

This corporation shall do business in Pennsylvania only under such fictitious name pursuant to the attached resolution of
the board of directors under the applicable provisions of 15 Pa.C.S. (relating to corporations and unincorporated
associations) and the attached form DSCB:54-311 (Application for Registration of Fictitious Name).

The name of the jurisdiction under the laws of which the corporation is incorporated is:

Georgia

The address of its principal office under the laws of the jurisdiction in which it is incorporated is:

Suite 108, 1901 MONTRIAL RCAD, TUCKER, GA 30084 DE XALB N
Number and Street City State Zip County o
~—-_7 CT
Lot -l 6/A /‘lrL/Z
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DSCB: 15-4124/6124 (Rev 90)-2

6. The (a) address of this corporation’s proposed registered office in this Commonwealth or {b) name of its commercial
registered office provider and the county of venue is:

(a)
Number and Street City State Zip County
ti i i
(b) c/o: Corporation Service Company Dauphin
County

Name of Commercial Registered Office Provider

For a corporation represented by a commercial registered office provider, the county in {b} shall be deemed the county in
which the corporation is located for venue and official publication purposes.

7. (Check one of the following):
_X (Business corporation); The corporation is a corporation incorporated for a purpose or purposes involving pecuniary

profit, incidental or otherwise.
__ (Nonprofit corporation}: Tha corporation is a corporation incorporated for a purpose or purposes not involving

pecuniary profit, incidenta! or otherwise.

: IN TESTIMONY WHEREQF, the undersigned corporation has caused this Application for a Certificate of Authority to
' be signed by a duly authorized officer this ___2.0%~ _ day of o , 19

MAXXIS COMMUNICATIONS, INC.

g ﬁme f Corporatiog)
{ BY: M_ .t (IRATLS

(Signature) {/

DANIEL MCDONCUGH
\ TITLE: Secretary

Tiws e o
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MAXXIS GROUP. INC.’S SECURITIES AND EXCHANGE COMMISSION
FORM 10-K
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SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K

MAXXIS GROUP, INC.

[ x] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE
ACT OF 1934 for the Fiscal Year Ended June 30, 1998.

ar

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934 for the transition period from
to

COMMISSION FILE NUMBER: 333-38623

MAXXIS GROUP, INC.
(Exact Name of Registrant as Specified in its Charter)

GEORGIA 58-22-78241
(State or Other Jurisdiction of  (I.R.S. Employer Identification No.)

Incorporation or Organization)

1901 MONTREAL ROAD, SUITE 108, TUCKER, GEORGIA 30084
(Address of Principal Executive Offices) (Zip Code)

Registrant's telephone number, including area code: (770) 696-6343
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Secunties registered pursuant to Section 12(b) of the Act: NONE
Securities registered pursuant to Section 12(g) of the Act: NONE

Indicate by check mark whether the Registrant: (1) has filed all reports
required to be filed by Section 13 or 15(d) of the Securities Exchange Act of
1934 during the preceding 12 months (or for such shorter period that the
Registrant was required to file such reports); and (2) has been subject to such
filing requirements for the past 90 days. Yes X No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 403
of Regulation S-K is not contained herein, and will not be contained, to the
best of Registrant's knowledge, m definitive proxy or information statements
incorporated by reference into Part 11T of this Form 10-K or any amendment to

this Foom 10-K. [ X ]

The aggregate market vzlue of the Common Stock held by affiliates of the

Registrant as of September 235, 1998 was $3,429,985. This calculation is based

upon the proposed sales price of $5.50 per share in the Company's current

public offering; however, no shares of Common Stock have yet been sold in the

Company's current public offering. There is no active trading market for the

Common Stock, and the $3.50 per share price is not necessarily indicative of ;
present value. There were 1,571,187 shares of Common Stock issued and

outstanding as of September 25, 1998.
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PART]

ITEM 1.  BUSINESS

This Repoi‘t'co:fnains statements which constitute forward-looking
statemients within the meaning of Section 27A of the Securities Act of 1933, as
amended, and the Securities Exchange Act of 1934, as amended. These statements
appear in a number of places in this Report and include 21l statements that are
not historical statements of fact regarding the intent, belief or current
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expectations of the Company or its directors or officers with respect to, among
other things: (i) the Company's financing plans; (ii) trends affecting the
Company's financial condition or results of operations; (1it) the Company's
growth strategy and opcrating strategy; and (iv) the Company's anticipated
capital needs. When used in this Report, the words "expecis," "intends,”
"believes," "anticipates," "estimates,” "may," "could,” "should," "would,"

"will," "plans" and similar expressions and vanations thereof are intended to
identify forward-looking statements. Investors are cautioned that any such
forward-looking statements are not guarantees of future performance and involve
risks and vuncertainties, many of which are beyond the Company's ability to
control, and that actual results may differ materially from those projected in

the forward-looking statements as a resuit of various factors discussed herein

and those factors discussed in detail in the Company's filings with the

Securities and Exchange Commission, including the "Risk Factors” section of the
Company's Registration Statement on Form S-1 (Registration Number 333-38623).

-

,/ Maxxis Group, Inc., a Georgia corporzation ("Maxxis" or the "Company"),

markets communications and Intemet services and nutritional and heaith
enhancement products in the Unmited States through its niulti-level nenwork
marketing system of "independent associates,” or "[As.” The Company operates
through its subsidiaries: Maxxis 2000, Inc. ("Maxxis 2000"), which conducts
network marketing operations; Maxxis Communications, Inc. (fommerly known as
Maxxis Telecom, Inc., "Maxxis Communications"), which provides long distance and
Intemet-related services; and Maxxis Nutritionals, Inc. (formerly known as
Maxxis Nutritional, Inc., "Maxxis Nutritionals"), which provides private label
nutritional and healih enhancement products. The Company currenily markets
1-Plus long distance seivice and other communications services, such as Internet
access and prepaid phose cards, and nutritional and health enhancenient products.
The Company was incorporated in Jenuary 1997 and began accepling IAs and
marketing communications services in March 1997, For the peniod of January 24,
1997 to June 30, 1997 (ike "Inception Period") and the fiscal year ended June

30, 1998, the Company generated aggregate revenues of approximarelv §2,691,000
and 56,991,000, respectively.

The Company hzs built a customer base without committing capital or
management resources to construct its own communications network and
transmission facilities. In February 1997, Maxxis Conmimunications contracted
with Colorade River Communications Corp. ("CRC") to obtain switching and
network services and io zllow CRC's communications services to be sold by the
Company's 1As. In the future, the Company may contract with other providers of
long distance services and intends to analyze the feasibility of developing its
own long distance 1etwork. In Noveniber 1997, the Company began marketing
several private label d¥etary supplements to its customers and IAs. Recently,
the Company began merketing additional nutritional and health enhancement
products. The Company's nuintional and health enhancement products are
manufactured by various suppliers. In September 1998, the Company began
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providing Internct access and Web-page development and hosting services.
Internet access is provided through InteReach Internet Services, LLC
("InteReach"), and Web-page development and hosting services are provided by

the Company.

The Company conducts jts marketing activities exclusively through its
network of IAs. The Company believes that IAs are generally attracted to the
Company's multi-level network marketing system because of the potential for
supplemental income and because the IAs are not required to purchase any
inventory, have no monthly sales quotas or account collection issues, have
minimal required paperwork and have a flexible work schedule. The Company
encourages [As to market services and products to persons with whom the [As
have an ongoing relationship, such as family members, friends, business
1’ associates and neighbors. The Company also sponsors meetings at which current

[As are encouraged to bring in others for an introduction to the Company's

marketing system. The Company's multi-level network marketing system and the

Company's reliance upon 1As are intended to reduce marketing costs, customer

acquisition costs and customer attrition. The Company believes that its

multi-level network marketing system will continue to build a base of potential
customers for additional services and products.

<PAGE> 4
-
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The Company's goal 1s to develop a national distribution system
through which large volumes of products and services may be sold. The Company
intends to achieve iis goal by:

- Growing and Developing its Network of IAs by enhancing the
sponsoring and iraming services offered to 1As, continuing to
support the marketing efforts of [As and introducing new income
opportuniiies for IAs.

§

- Maintaining and Expanding the Number of Customers by offering
high quality, competitively-priced products and services through
a highly motivated network of JAs.

IR L el ) bl Sl LA LI

- Offering Additional Communications Products by entering into
agreements for the marketing of additional products that meet the
needs of customers, which may include, among others, paging,
conference calling, wireless cable, cellular and local phone
service. '
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- Improving and Expanding its Product and Service Lines by
contimung :0 evaluaie and offer products and services that are
altractive to its 1As and customers. The Company recently began
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providing Internet access and Web-page development and hosting
services. In addition 1o communications products and services,
the Company markets a line of private label nutritional and

health enhancement products to ils customers and 1As.

- Obtaining Competitive Prices on products and services through
the purchasing power of the Company's natiomvide network.

MARKETING

" The Company markets products and services exclusively through its
network of TAs. Currently, the Company has five IA positions in its marketing
system: associate; senior associate; director; regional director; and executive
director. IAs pay an 2nnual non-refundable fee in order to maintain their
status as IAs. IAs are paid on a conumnission basis and do not receive any salary
from the Company. To become an associate, individuals (other than individuals
in North Dakota) must complete an a2pplication and purchase a distributor kit
for $99: The distributor kit is a package of basic materials which assists an
associate in beginning his or her business. The Company designates a portion of
its gross conumissions 2s "comnussion value," or "CV," and allocates the CV
among eligible participznts 11 1ts marketing system. Associates may gather long

distance customers and receive a poriton of the CV generated by such customers.

Associates are also eniitled to purchase proéucts from the Company at
discounted prices for retzil sales. An associaie becomes a senior associate
when the associate purchases or sells S100 of bonus-eligible products, Senior
associates continue to receive a percentage of CV with regard to all long
distance customers personally gathered and are also entitled to purchase
products from the Company at discounted prices for retai] sales.

To become a director, a senior associate must sponsor two additional
senior associate positions. A director increases the size of the director's
sales organization by sponsoring additional persons to become senior
associates. These senior associates, and all senior associates that they, in
turn, sponsor, become part of the sales orgarization of the director who
sponsored them. Senior associates, through the growth of their sales
organizations, may become directors, regional directors or executive directors
and thereby increase the size of the sales organization of the person who was
their original sponsor. The organization that grows below each director through
this process is called a "downline." Directors are eligible to receive the same
commissions as senior associates and, if they directly gather and maintain a
minimum of four active 1-Plus long distance customers, are eligible to receive
a percentage of the CV produced by each IA that 1s within 15 levels below them
in théir downline. In erder to encourage the growth of the Company's marketing
system, the Company 2lso pays eligible directors a bonus amount, which is
designated as "bonus velue," or "BV," for each sale or purchase of
bonus-eligible producis or services, The Company primarily designates retail
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priced phone cards, nutritional paks and Web-page development and hosting
Services as
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bonus-eligible. Directors become regional directors and executive directors

upon the achievement of certain IA sales goals. Regional directors and
executive directors are also eligible to receive the same commissions as
directors. Regional directors and executive directors are also eligible to

serve on the Maxxis 2000 Advisory Board, which advises management on issues

regarding field leadership.

The maximum aggregate long distance usage commissions the Company may
be required to pay to JAs with respect to a single customer's long distance
usage are approximately 40% of the gross commissions payable to the Company
with respect to such usage, but the Company anticipates that the actual amounts
paid will be less than 40% as ihie usage increases. The difference between
actual commission payments and the maximum payment is expected to occur because
certain IAs fail to maintain active status necessary 10 receive commissions
from sales made by persons in iheir downline.

RELATIONSHIP WITH IAS

The Company seeks io contractually limit the statements that IAs make
about the Company's business. Each IA also must agree to policies and
procedures to be followed in order to maintain the IA’s status in the
organization. IAs are expressly forbidden from making any representation as to
the possible eamnings of any IA from the Company or from making any
representation with regard to the Company’s public offering of its Common Stock
(the "Securities Offering"). IAs are also prohibited from creating any
marketing literature that has not been pre-approved by the Company. While the
Company has these policies and procedures in place goverming the conduct of the
IAs, it is difficult to enforce such policies and procedures. Because the IAs
are classified as independent contractors, the Company is unable to provide
them the same level of direction and oversight as Company employees. Violations
of the Company's policies and procedures may reflect negatively on the Company
and could have a material adverse effect on the Company's business, {inancial
condition and results of operations.

TRAINING AND MARKETING SUPPORT

The Company offers its JAs a number of support services. The Company
currently provides to each IA without charge one printed report describing such
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IA’s downline and provides additional reports for a fee. In addition, the
Company offers training, information and motivational support to the IA network
through its training program and regional meetings.

The Company provides all [As with the opportunity to receive training
through the Company's training program. The training program is conducted by

-the Company's national training directors and includes a detailed explanation

of the Company's products, the IA compensation plan and the use of the various
markeling tools available to IAs. In addition, the Company encourages senior
associates, directors and regional directors to become managing directors -
("MDs"). MDs provide personal training to [As. To become a MD, a senior
associate, director or regional director must attend a Company approved
training school. The fee 10 attend the training school is currently $99, and

MDs must attend continuing education training schools each year which also are
subject to a fee. National training directors that are selected by the Company

are paid a fee by the Company for training MDs. The Company does not receive
any fees from IAs for the training provided by MDs.

The Company's second annual convention was held in September 1998, and
the Company intends to continue to hold additional annual conventions for JAs.
This event provides recognition to the top performers, direct access to senior
management and a chance for 1As to share experiences and develop support
systems. The Company intends to organize additional conventions throughout the
country that current JAs and potential new [As can attend to leam more 2bout
the Company. The Company also intends to publish a newsletter for the JAs
containing informative and motivational articles and recognizing [A

achievements.

L)
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PRODUCTS AND SERVICES

Following is a summary of the various products and services the
Company currently offers to its IAs and customers.

Communications Services and Products. The Company's JAs market a
variety of long distance and other communications services and products, which
currently include 1-Plus long distance service, prepaid phone cards and -
Intemet-related services. |

-

- 1-Plus Long Distance. The Company's 1-Plus long distance
service serves as a replacement for a customer's former long
distance service (such as the Jong distance services provided



by AT&T Corporation ("AT&T"), MCI WorldCom, Inc. ("MCI
WorldCom") and Sprint Corporation (“Sprint"})). The 1-Plus
services marketed by the Company are billed on a flat rate
basis, where the cost of a call does not vary depending upon
the distance of a call or the time of day or day of week when
the call is originated or terminated. Residential 1-Plus

services marketed by the Company are billed based on one
minute increments, and business 1-Plus service is billed

based on 6-second increments with a 30-second minimun.

- Prepaid Phone Cards. The Company offers prepaid phone cards
g in domestic iime increments of 1 hour, 30 minutes and 10
" minutes. These cards may be used for domestic and
intemational calls. The Company also offers intemational
prepaid phone cards that are denominated in dollar amounts.
Charges zre deducted from these cards based upon the rates
applicable to the calls placed by cardholders.

- MAXNCONNECT. In September 1998, the Company began providing
Internet access through InteReach and also began providing
Web-page development and hosiing services for [As.

The Company may 2dd and remove services and products from its communications
services and product lines from time to time.

W T b

Nutnitional and Health Enhancement Preducts. The Company markets a
line of private label nuiritional and health enhancement products to its I1As
and customers. Representative producets include:

- 40/30/30 Maxxis Bar is zn energy bar intended as a meal
replacemeni which contains approximately 40% carbohydrates,
30% protein, 30% dietary fat and various vitamins and
minerals. .

[rees o

- Maxx-A-Chol is a dietary supplement which is a specialized
combination of six herbs.

- MAXXIS MSM is a dietery supplement consisting of
methylsulfonylmethane, vitamin C, citrus bioflavonoid complex
and ginseng.

- MAXXIS Mulovitamin is a mulitvitamin nuiritional supplement
L ) which js dehvered by means of a spray.

- MAXXIS 02 is a nutritional supplement that contains
electrolyizs, oxvyen, trace elemenis, enzymes and amino
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BetaShield is a nutritional product containing an extract
from the cell walls of baker's yeast.

Maxx-Life is a dietary supplement containing amino acids and
other ingredients, including lysine, arginine, GABA,
glutamine and omithine.

<PAGE> 7

Weight-Ideal is a dietary supplement in capsule and spray
forms which contains a blend of nutrients, including chromium
picolinate, magnesium acetate and niacin.

Maxxis Skin Care System consists of the following health and
beauty products: shampoo; conditioner; body wash; hand and
body conditioner; face wash; skin toner; and moistunizer.

Certain nutritional products are sold as a nutritional pak, and the skin care

products are sold as a complete system or individually. The Company anticipates
adding products to and may remove products from its nutritional and health

enhancement product lines from time to time.

Promotional Matenials. The Company also derives revenues from the sale
of various educational znd promotional materials designed to aid its IAs in
maintaining and building their businesses. Such materials include various sales
aids, infonmational videotapes and cassette recordings and product and

marketing brochures.
IA SUPPORT AND INFORMATION SYSTEMS

The Company operates a call center where advisors answer [A questions
and provide information to IAs. The call center maintains a system that
includes a current daiabase of all JAs, their downlines and their long distance
customers. The Company believes that maintaining sophisticated and reliable
transaction processing systems is essential for multi-level network marketing
companies. The Company uses a commission processing software system that
incorporates the provisions of the Company's marketing program for purposes of
procéssing detailed and.customized IA commission payments, monitoring and
analyzing financial and operating trends and tracking each JA's downline. The
Company also maijntains transaclion processing systems that facilitate the
shipment of IA training and marketing materials. In addition, the Company's
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order processing system tracks the receipt, storage, shipment and sale of the
Company's sales aid products.

SUPPLIERS

The Company does not own a long distance network. As a result, Maxxis
Communications has entered into an agreement (the "1-Plus Agreement”) with CRC
to obtain switching and network services. The Company depends primarily on CRC
for the transmission of subscriber phone calls and the activation of prepaid
phone cards. Long distance customers are customers on CRC's network, and CRC
provides customer support for the Company. Customers have the right to change
their service at any time. The Company's 1-Plus Agreement with CRC, which
expires on February 20, 2000, provides that the Company will have certain
rights with respect to the customer base developed under the agreement upon
achieving certain minimum levels of monthly revenues on CRC's network. The
Company recently reached these minimum levels, and, therefore, the Company has
the right to market other carriers to the customer base. Inn the event the
Company contracts with such carmiers, minimum monthly revenues may be more
difficult to maintain, 2nd the Company could be subject to additional minimum
commitments including, but not limited to, nunimuim monthly revenues or minimum
monthly minutes of usage, with such new camers. The accurate and prompt
billing of the Company's customers is also dependent upon CRC. The fatlure of
CRC to accurately and promptly bill customers could lead to a Joss of customers
and could have a material adverse effect on the Company's business, financial
condition and results of operations. The Company would be required to use
another carrier if the 1-Plus Agreement were terminated, the usage or number of
customers originated by the Company's IAs exceeded the capacity of CRC, CRC
failed to provide quality service or became unable to provide service at all or
CRC experienced financial difficulties. If the 1-Plus Agreement is terminzted,
there can be no assurance that the Company could enter into new contracis with
other providers on terms favorable to the Company or at all. The termination of
the 1-Plus Agreement could have a material adverse effect on the Company's
business, financial condition and results of operations.

The Company began marketing a line of private label nutritional
products in November 1997. The Company recently began marketing new health
enhancement products and additional nutritional products, including a weight
management program and skin care system. All of the nutritional and healih
enhancement products offered and distributed by the Company are developed and
manufactured by third-party suppliers. Certain of the nutritional
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and health enhancement products offered by the Company are proprietary to such
suppliers. The Company does not have any written contracts with or commitments
from any of its suppliers or manufacturers {o continue to sell nutritional and
health enhancement products to the Company. The Company believes that its
relationships with suppliers are satisfactory; however, there can be no

assurance that any or all of these suppliers will continue to be reliable

suppliers to the Company. Accordingly, there is a risk that any or all of the
Company's suppliers or manufacturers, including suppliers which provide
proprietary products to the Company, could discontinue selling their

nutritional and health enhancement products to the Company. In the event any of
the third-party manufacturers become unable or unwilling to continue to provide
the nutritional and health enhancement products in required volumes, the
Company would be required to identify and obtain accepiable replacement
sources, and 10 assurance can be given that any altemative manufacturing
sources would become available to the Company on a timely basis.

In September 1998, the Company began providing Intemet access and
Web-page development and hosting services. The Company provides Intemet access
through its agreement with InteReach. InteReach is a third-party reseller of
Internet access. InteReach provides all billing and customer support for the
Company's customers. The failure of InteReach to accurately and promptly bill
customers, to effectively provide custonier support or to provide acceptable
service could lead to a loss of subscribers and could have a material adverse
effect on the Company's business, inancial condition and results of
operations. In addition, if InteReach were io default on its contract with, or
have its contract temminated by, its Intemer service provider (an "ISP"), or
1f the Company's contract wath InteReach is ternunated, the Company would be
required to contract with another ISP. There can be no assurance that the
Company could enter into a new contract with another ISP on tenms favorable to
the Company or at all.

CUSTOMER SUPPORT

CRC is responsible for the billing of long distance customers and for
providing customer service. Cerlzin commumications services, including 1-Plus
long distance and prepaid phone cards, are provided under CRC'’s state, national
and intemational tariffs. The Company has been informed that CRC possesses all
tariffs necessary to offer such services. The Company provides its Interet
access services through InteReach, which is responsible for billing the
Company's Internet access customers and for providing customer support. The
Company provides all of the softweare necessary to automatically sign up for its

Intemet access services through UszfulWare Incorporeted,
COMPETITION

The Company faces compelition in the United States for both the




products and services it sells and for the sponsoring and retaining of
independent salespeople.

. Communications Services. The United States long distance
communications industry is intensely competitive, rapidly evolving and subject
to rapid technological change. In addition, the industry is significantly
influenced by the marketing and pricing practices of the major industry
participants. AT&T, MCI WorldCom and Sprint are the dominant competitors in the
domestic long distance communications industry. All of these companies are
significantly larger than the Company and have substantially greater resources.
Many of the Company's current and potential competitors have longer operating
histories, greater name recognition, larger customer bases and substantially
greater financial, personnel, marketing, technical and other resources than the
Company. These competitors employ various means to aitract new customers,
including television and other adventising campaigns, telemarketing programs,
network marketing and cash payments and other incentives to new customers.
The Company's ability to compete effectively depends upon, among other factors,
its ability to offer high quality products and services at competitive prices.

There can be no assurance that the Company will be able to compete
successfully.

The evolving regulatory environment of the United States
communications industry significantly influences ithe Company's ability to
compete. On February 8, 1996, President Clinton signed into law the
Telecommunications Act 0f'1896, as amended (the "1996 Telecommunications Act"),
that will allow local exchange camiers ("LECs"), including the Bell operating
companies ("BOCs"), to provide long distance telephone service inter-LATA (a
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"LATA" 1s a Local Access and Transport Area), which will likely significantly
increase competition for long distance services, The new legislation also
grants the Federal Cemmunications Commission (the "FCC") the authority to
deregulate other aspects of the communications industry. Such increased
competition could have a material adverse effect on the Company's business,
financial condition and results of operations.

Telecommunications companies compete for customers based on price,

amang other things, with major long distance carmers conducting extensive

L advertising campaigns to capture market share. There can be no assurance thata -
decrease in the rates charged for communications services by the major long
distance carriers or other competitors, whether caused by general competitive
pressures or the eniry of the BOCs and other LECs into the long distance
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market, would not have a material adverse effect on the Company's business,
financial condition and results of operations.

The Company expecis that the communications services markets will
continue to attract new competitors and new technologies, possibly including
alternative technologies that are more sophisticated and cost effective than
the technologies included in the products and services offered by the Company.
The Company does not have the coniractual right to prevent customers from
changing to a competing service, and the customers may terminate their

wah ot

service at will,

Nutritional and Health Enhancement Products. The Company also competes
in the highly competitive market of dietary supplements and health enhancement
products. This market segment includes numerous manufacturers, other network
marketing companies, catelog companies, distributors, marketers, retailers and
physicians that actively compeie for the business of consumers. The Company
competes with other providers of such nutritional and health enhancement
products, especially retzail outlets, based upon convenience of purchase, price
and immediate availability of the purchased product. For the most part, the
Company's competitors offering comparable products are substantially larger and
have available considerably greater financial resources than the Company. The
market is highly sensitive to the introduction of new products (including
various prescription drugs) that may rapidly capture a significant share of ihe
market. As aresuit, the Company's ability to remain competitive depends in
part upon the successful introduction of new products at competitive prices.
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Internet Access and Intemet-Related Services. The market for the
provision of Internet access and Intermet-relzted services is extremely
competitive and highly fragnented. There are no substantial barriers to entry,
and the Company expecis that competition will continue to intensify. There can
be no assurance that the Company will be able to compete successfully against
current or future competitors or that competitive pressures faced by the
Company will not materially adversely affect its business, financial condition
and results of operations. The Company's current and future competitors
include, without limitaiion, the following types of Internet access providers:

(1) national commercial ISPs; (i} numerous regional and local commercial I1SPs;
(1) established on-line commercial information service providers; (iv)
national long distance carriers; (v) regional telephione companies; and (vi)

cable operators.
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IAs. The Company competes for IAs with other direct selling .
7 organizations, somé’of which have longer operating histories and greater
" visibility, name recognition and financial resources. The largest network
marketing companies in the Company's markets are: EXCEL Conumunications, Inc.
American Communications Network: BeautiControl Cosmetices, Inc.;: HerbalLife
International, Inc.; and Mary Kay, Inc. The Company competes for new JAs on the
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basis of the Company's reputation, perceived opportunity for financial success
and quality and range of products offered for sale. Management envisions the
entry of many more direct selling organizations into the marketplace. There can
be no assurance that the Company will be able to successfully meet the
challenges posed by this increased competition. The Company competes for the
time, attention and commitment of its IAs. Given that the pool of individuals
interested in the business opportunities presented by direct selling is limited

in each market, the potential pool of [As for the Company's products and
services is reduced to the extent other network marketing companies
successfully attract these individuals. There can be no assurance that other
network marketing companies will not convince the Company's existing IAs to
join their organizations. In such event, the Company's business, financial
condition and resulis of operations could be materially adversely affected.

T
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PROPRIETARY RIGHTS

The Company has applied for a federal registration for the mark
"MAXXIS." In addition, the Company relies upon conmunon law rights to protect
other marks used by the Company and other nghts that the Company considers to
be its intellectual property. There can be no assurance that the Company's
measures to protect this intellectual property will prevent or deter the use or
misappropriation of the Company's intellectual property by other parties. The
Company's inability to protect its inteilectual property from use or
misappropriation from others could have a material adverse effect upon the
Company's business, {inancial condition and results of operations. From time to
time, companies may zassert oiher trademark, service mark or intellectual
property rights in marks (including the mark "MAXXIS") or other intellectual
property used by the Company. The Company could incur substantial costs to
defend any legal action taken against the Company. If, in any legal action thai
might arise, the Company's asserted trademarks, service marks or other rights
that the Company considers to be its intellectual property should be found to
infringe upon intelleciual property rights of other parties, the Company could
be enjoined from further infiingement and required to pay damages. In the event
a third party were to sustain a valid claim against the Company, and in the
event any required license were not available on commercizlly reasonable terms,
the Company's business, financial condition and results of operations could be
materially adveysely afiected. Litigation, which could result in substantizl
cost to and diversion of resources of the Company, may also be necessary to
enforce intellectual property rights of the Company or to defend the Company

against claimed infringement of the nghts of others.

'
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REGULATION

Regulation of Long Distance Telephone Services. Various regulatory
factors may have an impact on the Company's ability to compete and on its
financial performance. The Company's long distance carrier, CRC, is subject to
regulation by the FCC and by various state public service and public utility
commissions. Federal and state regulations and regulatory trends have had, and
may have in the future, both positive and negative effects on the Company and
on the telecommunications service industry as a whole. FCC policy currently
requires interexchange camiers to provide resale of the use of their
transmission facilities. The FCC also requires LECs to provide all
interexchange carriers with equal access 1o the origination and tenmination of

- calls. If either or both of these requirements were removed, CRC and,

therefore, the Company could be adversely affected. CRC may experience
disruptions in service due to factors outside CRC's and the Company's control,
which may cause CRC to lose the ability to comiplete its subscribers' long
distance calls. The Company believes that CRC has made 2]l filings with the FCC
necessary to allow CRC 10 provide interstate and international long distance
service. In order to provide intrastate long distance service, CRC is required

to obtain ceriification to provide communications services from the pubhc
service or public unlity commissions of each state, or to register or be found
exempt from registraiion by such commissions. While the Company believes that
CRC is in compliance with the applicable state and federal regulations

governing telecommunications service, there can be no assurance that the FCC or
any state regulatory authonty in one or more states will not raise material

1ssues with regard to CRC's compliance with applicable regulations, or that
regulatory activities with respect to CRC will not have a material adverse

effect on the Company's business, financial condition and results of

operallons.

The 1996 Telecommunications Act has increased competition in the long
distance and local telecommunications markets. The 1996 Telecommunications Act
opens competition in the local services market and, at the same time, contains
provisions intended to protect consumers and businesses {ron unfair competition
by incumbent LECs, including the BOCs. The 1996 Telecommunications Act allows
BOCs to provide long distance service outside of their local service
territories but bars them from 1mmediately offening in-region inter-LATA long
distance services uniil ceriain conditions are satisfied. A BOC must apply to
the FCC to provide in-region mter-LATA long distance services and must satisfy
a set of pro-competitive critena intended to ensure that BOCs open their own
local markets to competition before the FCC will approve such application. The
Company is unabie {o deternune how the FCC will rule on any such application.
The new legislation may result in increased competition to the Company from
others, including the BOCs, and increased transmission costs in the future, If
the federal and state regulations requinng the LECs to provide equal access
for the origination zixd termination of calls by long distance subscribers
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change or if the regulations governing the fees to be charged for such access
services change,
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particularly if such regulations are chianged to allow variable pricing of such
access fees based upon volume, such changes could have a material adverse
effect upon the Company's business, financial condition and resulis of
operations. See "Competition -- Communications Services."

Regulation Affecting Nutritional and Health Enhancement Products. The
formulation, manufacturing, packaging, labeling, advertising, distribution and
sale of the Company's nutritional and health enhancement products are subjeci
to regulation by a number of govermmental agencies, the most active of which is
the Food and Drug Administration ("FDA"), which regulates nutritional products
under the Federal Food, Drug and Cosmetic Act (the "FDCA") and regulations
promulgated thereunder. The Company's products are also subject to regulation
by the Federal Trade Commission (the "FTC"), the Consumer Product Safety
Commission, the United States Departiment of Agriculture and the Environumental
Protection Agency. The FDCA has been amended several times with respect 10 i
dietary supplements, most recently by the Nutritional Labeling and Education
Act of 1990 and the Dietary Suppiement Health and Education Act of 1994, The
Company's nutritional and health enhancement products are generally classified
and regulated as dietary supplemenis under the FDCA, as amended, and therefore
are not subject to pre-market approval by the FDA. However, these products are
subject to extensive Jabeling regulation by the FDA and can be removed from the
market if shown to be unsafe, Moreover, if the FDA determines on the basis of
labeling or advertising ¢laims by the Company, that the "intended use” of any
of the Company's nutritionzal and health enhancement products is for the
diagnosis, cure, mitigation, treatment or prevention of disease, the FDA can
regulate those products as drugs and require pre-market clearance for safety
and effectiveness. In addition, if the FDA determines that claims have been
made regarding the effect of dietary supplements on the "structure or function”
of the bedy, such claims could result in the regulation of such products as
drugs.

The FTC and certain states regulate advertising, product claims, and
other consumer matters, including advertising of the Company's nutritional and
health enhancement’products. In the past several years the FTC has instituied
enforcement actions against several dietary supplement companies for false and
misleading advertising of certain products. In addition, the FTC has increased
s scrutiny of the use of testimenials, such as those utilized by the Company.
There can be no assurence that ihe FTC will not quesiion the Company's past or
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future advertising or other operations. Moreover, there can be no assurance
that a state will not interpret product claiims presumptively valid under

federal law as illegal under that state's regulations. Furthermore, the
Company's lAs and customers of 1As may file actions on their own behalf, as a
class or otherwise, and may file complaints with the FTC or state or local
consumer affairs offices. These agencies may take action on their own
initiative or on a referral from 1As, customers or others, including actions
resulting in entries of consent decrees and the refund of amounts paid by the
complaining 1A or customer, refunds to an entire class of IAs or customers, or
other damages, as well as changes in the Company's method of doing business. A
complaint because of a praciice of one IA, whether or not that practice was
authorized by the Company, could result in an order affecting some or all IAs
in a particular state, and an order in one state could influence courls or
govermnment agencies in other states. Proceedings resuiting from these
complaints may result in sigm{lcant defense costs, settlement payments or
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financial condition or resulis of operations.

Although many of the ingredients in the Company's nutritional products
are vitamins, minerals, herbs and other substances for which there is a long
history of human consumption, some of the Company's nutritional products
contain ingredients as to which there is little history of human consumption.
The Company has not tested, and has not engaged any independent third party to
test, any of its nuiritional 2nd health enhancement products. Accordingly, no
assurance can be given that the Company's nutritional and health enhancement
products, even when used as directed, will have the effects intended. Although
the Company believes that 1is nuiritional and health enhancement products are
safe when consumed as directed, the Company has not sponsored clinical studies
on the long-term effect of human consumption. If such products are alleged or
proven to be unsafe, the Company could be subject to actions or claims which
could have a material adverse effect on the Company's business, financial
condition or resulls of operations.

Regulation of Network Marketing. The Company's multi-level network
marketing system is subject to or affected by extensive govemment regulation
including, without limitation, federal and state regulations governing the
offer and sale of business franchises, business opportunities and securities.
Various governmental agencies monitor direct selling activities, and the
Company could be required to supply information regarding its marketing plan to
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such agencics. Although the Compuny beteves that its multi-level network
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marketing system is in material compliance with the Jaws and regulations
relating to direct selling activities, there can be no assurance that

legislation and regulations adopted in particular jurisdictions in the future

will not adversely affect the Company's business, {inancial condition and
results of operations. The Company also could be found not to be in compliance
with existing statutes or regulations as a result of, among other things,
misconduct by IAs, who are considered independent contractors over whom the
Company has limited control, the ambiguous nature of certain of the regulations
and the considerable interpretive and enforcement discretion given to
regulators. Any assertion or determmination that the Company or the IAs are niot
in compliance with existing statutes or regulations could have a matenal
adverse effect on the Company's business, financial condition and results of
operations. An adverse determination by any one state on any regulatory maiter
could influence the decisions of regulatory autherities in other jurisdictions.

The Company has not obtained any ne-action letters or advance rulings
from any federal or state securities regulator or other governmental agency
canceming ihe legality of the Company's operations, and the Company is not
relying on an opinion of counsel 1o such effect. The Company accordingly 1s
subject to the risk that 1ts multi-leve] network marketing system could be
found to be in noncompliance with applicable Jaws and regulations, which could
have a materizal adverse effect on the Company's business, financial condition
or resulis of operations. Such a decision could require the Company to modify
its multi-level network marketing system, result in negative publicity, or have
a negative effect on distributor morale and loyalty. In addition, the Company's
multi-level network marketing system will be subject to regulations in foreign
markets administered by foreign agencies should the Company expand its network
marketing organizaiion into such markets.

Effect of State Securities Laws. The primary goal of the Company's
current Securities Offering is to increase the motivation of regional and
executive directors by allowing them to purchase an interest in the Company.
Accordingly, because the Company desires the ability to offer its Common Stock
to regional and executive directers in certain states, the Company has
attempted to register or qualify the Securities Offering in such states. Due to
the varying nature of state secunties regulations and the considerable
discretion given to state securities regulators, the Company may be unable to
register or qualify the Securities Offering in certain states. The inability of
the Comipany to offer its Common Stock to residents of certain states may limit
the ability of the Company {0 atiract IAs in such states, or lead to increased
attrition of IAs in such states, and may have a material adverse effect on the
Company's business, prospects, {inancial condition and results of operations.
An adverse determination by any one state regulator on a securities regulatory
matter could influence the decisions of securities regulatory authorities in

other jurisdictioss.
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FACILITIES

The Company operates out of offices in Atlanta, Georgia consisting of
approximately 24,600 square feet for general and administrative office space,
warehouse space and training space. The Company may be required to lease or
build additional facilities, including at least one additional call center and
new corporate headquarters, in order to meet adequately its needs in the future.
The Company believes that suitable additional or alternative space will be
available in the fulure on commercially reasonable terms as needed.

EMPLOYEES

As of June 30, 1998, the Company employed approximately 30 people. The
Company's I1As are classified by the Company as independent contractors.
The Company's employees are not unionized, and the Company believes ifs
relationship with its employees is good.

ITEM 2.  PROPERTIES

See the information provided in Item 1 above entitled "Business --
Facihties" for information with respect to the Company's properties.

10
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ITEM3. LEGAL PROCEEDINGS
The Company is not a party to, nor is any of its property subject

to, any material legal proceedings, other than routine litigation incidental to
1ts business.

ITEM 4.  SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

ey

No matter was submitted to a vote of the Company's security
holders during the fourth quarter of the year ended June 30, 1998.

= PARTII
ITEM5. MARKETFOR COMMON EQUITY AND RELATED SHAREHOLDER MATTERS

As of September 25, 1998, the Companyvhad 57 shareholders of
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record. In the Securities Offering, the Company intends to offer its Common
Stock at a price of $5.50 per share; however, the $5.50 per share price is not
necessarily indicative of present value. As of the date of this Report, the
Company has not offered or sold any shares of Common Stock pursuant to the
Securities Offering. There is no established trading market for the Common
Stock, and one is not expected to develop in the near future.

All outstanding shares of Conyimon Stock of the Company are
entitled to share equaily in dividends from funds legally available therefor,
when, as and if declared by the Board of Directors. The Company does not plan

to declare any dividends in the immediate future.

11
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

The following teble sets forth selected consolidated financial
data for the periods presented. The Company was incorporated on January 24,
1997 and began operations in March 1997, The Company's fiscal year ends on June
30. The statement of operations data for the Inception Period and the year
ended June 30, 1998 2nd the balance sheet data as of June 30, 1997 and 1998 are
derived from the audited Consolidated Financial Statements of the Company. The
Consolidated Financial Statements for the Inception Period and the year ended
June 30, 1998 were audited by Arthur Andersen LLP, independent pubiic
accountants. The selected consolidated financial data should be read in
conjunction with "Management's Discussion and Analysis of Financial Condition
and Results of Operations" and the Consolidated Financial Statements and the
related Notes thereto appearing elsewhere in this Report.

<TABLE>
<CAPTION>
JANUARY 24, 1997
INCEPTION YEAR ENDED
TO JUNE 30,1997  JUNE 30, 1998
<S> <C> ’ <C> ey

STATEMENT OF OPERATIONS DATA:

Net revenues: .
COMMUINCATIONS SEIVICES 1 veereerierieeiieseesreerreeesteeereee s
Nutritional producis....occeereicoiiniric e, e
Marketing services. ..o ‘

S 2,322,000 S 5,293,000
-- 526,000
369,000 1,172,000
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<TABLE>

<S> <C>
September 28, 1998 /sf LARRY W. GATES, II
Larry W. Gates, II
] Vice President, Human Resources and Director
d September 28, 1998 /s/ CHARLES P. BERNSTEIN
| Charles P. Bemstein
Director
4
¥
% September 28, 1998 /sf ALVIN CURRY
Alvin Curry
Director
September 28, 1998 /s ROBERT J. GLOVER, JR.
Robert J. Glover, Ir. .
Director :
September 28, 1998 /s/f TERRY HARRIS
Terry Harris
Director
E September 28, 1998 /s/ PHILIP E. LUNDQUIST
Philip E. Lundquist
Director
</TABLE>
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INDEX TO CONSOLIDATED FINANCIAL STATEMENTS




<TABLE>
<CAPTION=>
Page
T <85> <C>
] Report of Independent Public ACCOUNIANTS.......ov.veuverireecmereririsrssenms s F-2
Consolidated Balance Sheets as of June 30, 1998 and 1997... o oirieeieeiiiecree e, F-3

Consolidated Statements of Operations for the Year Ended Jﬁne 30, 1998 and
F-4
for the Period from Inception (January 24, 1997) to June 30, 1997,

Consolidated Statements of Changes in Shareholders' Equity for the Year Ended
F-5
June 30, 1998 and for the Period from Inception (January 24, 1997) to June 30, 1997................

Consolidated Statements of Cash Flows for the Year Ended June 30, 1998 and
F-6
for the Period from Inception (January 24, 1997) to June 30, 1997,

Notes 1o Consolidated Financial Statemients. ... . v oot e e vemvraneians F-7 ¥
</TABLE> .
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
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To Maxxis Group, Inc. and Subsidiaries:

“w We lrave audited the accompanying consolidated balance sheets of MAXXIS GROUP,
INC. (a Georgia corporation) AND SUBSIDIARIES as of June 30,1998 and 1997 and
the related consolidated statements of operations, shareholders' equity, and

cash flows for the year ended June 30, 1998 and for the period from inception
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(January 24, 1997) to June 30, 1997. 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 in accordance with generally accepted auditing
standards. Those standards require that we plan and perform the audit 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. An audit also includes
assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.

We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in

all material respects, the financial position of Maxxis Group, Inc. and
subsidiaries as of June 30, 1998 and 1997 and the results of their operations
and their cash flows for the year ended June 30, 1998 and for the period from
inception (January 24, 1997) to June 30, 1997 in conformity with generally

accepted accounting principles.

/S ARTHUR ANDERSENLLP

Atlanta, Georgia
September 4, 1998
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MAXXIS GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

JUNE 30, 1998 AND 1997

<TABLE>
<CAPTION>

ASSETS



0 _

1998 1997
<S> <C> <C>
CURRENT ASSETS:
Cash S 372,000 S 35,000
Short-term investment 10,000 10,000
= Communications receivables, net of allowance for doubtful accounts of 540,000 and
£ SO; respectively - 316,000 25,000
‘ Inventories, net 218,000 185,000
Prepaid expenses 43,000 12,000
Other current asseis 0 23,000
959,000 290,000
PROPERTY AND EQUIPMENT, NET 169,000 92,000
ORGANIZATIONAL COSTS, NET . 0 76,000

CAPITALIZED SOFTWARE DEVELOPMENT COSTS, NET
126,000 118,000

OTHER ASSETS ' 9,000 20,000

51,263,000 S 596,000 t

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:

Accounts payable $ 211,000 S 158,000
Commissions payable 101,000 42,000
Accrued compensation 154,000 0
Provision for sales returns 45,000 0
Sales taxes payable 130,000 0
Accrued expenses 83,000 103,000
Deferred revenue 53,000 0

COMMITMENTS AND CONTINGENCIES (NOTE 7)

~  SHAREHOLDERS EQUITY:
" Stock subscription deposits 0 360,000
Preferred stock, no par value; 10,000,000 shares authorized; 100,000 shares
designated as Series A; 36,359 and 0 Series A shares issued and outstanding,

respectively 200,000 0
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Common stdck, no par value; 20,000,000 shares authorized, 1,571,187 and 1,299,992
shares issued and outslanding, respectively 574,000 127,000

Shareholder note receivable (120,000)  (120,000)
Accumulated deficit (170,000)  (74,000)

Total shareholders' equity

STa63000 S 596000
</TABLE> N
The accompanying notes are an integral part of these consolidated balance
sheets.
F-3
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MAXXIS GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS - .

FOR THE YEAR ENDED JUNE 30, 1998 AND

é;_ FOR THE PERIOD FROM INCEPTION (JANUARY 24, 1997) TO JUNE 30, 1997
4

E <TABLE>

i <CAPTION>

3

) 1998 1997

_ <S> <C> <(C>

NET REVENUES:

Conununications services $5,293,000 §$ 2,322,000

¢ Nutritional products 526,000 0

E‘ Marketing services 1,172,000 369,000 y e
¥ - LT e e -

l . *  Total net revenues 6,991,000 2,691,000

\ COST OF SERVICES:

Communications services 1,351,000 761,000




v
r
r
[}
&

PRl KA

ks

e et M pd Tt i

A

¢ ®

Nutritional products 294,000 0
Marketing scrvices 431,000 255,000
Total cost of services 2,076,000 1,016,000
GROSS MARGIN 4915000 1,675,000
OPERATING EXPENSES:
Selling and marketing 2,665,000 1,089,000
General and administrative 2,344,000 660,000

Total operating expenses 5,009,000 1,749,000

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

INTEREST EXPENSE 2,000 0
LOSS BEFORE INCOME TAX BENEFIT (96.000)  (74,000)
INCOME TAX BENEFIT 0 0

NET LOSS S (96,000 S (74,000)

BASIC AND DILUTED LOSS PER SHARE 5§ (0.06) S (0.05)

WEIGHTED AVERAGE NUMBER OF SHARES AND
SHARE EQUIVALENTS OUTSTANDING 1,571,187 1,571,187

</TABLE>

The accompanying notes are an integral part of these consolidated statements,
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MAXXIS GROUP, INC. AND SUBSIDIARIES

- -

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

FOR THE YEAR ENDED JUNE 30, 1998 AND FOR




-

Coaag \gmn_

{
§

| w-;..iuﬂum“”"lwmqlﬂ-;_\ N

THE PERIOD FROM INCEPTION (JANUARY 24, 1997) TO JUNE 30, 1997

<TABLE>
<CAPTION> -

PREFERRED STOCK COMMON STOCK STOCK
‘SHAREHOLDER

--------------------------------------- SUBSCRIPTION NOTE
ACCUMULATED

SHARES AMQOUNT SHARES AMOUNT DEPOSITS
RECEIVABLE DEFICIT TOTAL

<S> <C> <C> <C> <C> <C> <(C> <C> <C>
BALANCE, JANUARY 24, 1997 (INCEPTION) 0 s 0 S 0 S 0 S 0 S
0 S DS 0

Issuance of common stock 0 0 1,299,992 127,000 0 (120,000)
0 7,000

Stock subscription ceposits 0 0 0 0 360,000 0 0
360,000

Net loss 0 0 0 0 0 0 (74,000) (74,000)
BALANCE, JUNE 20, 1997 0 0 1,299,992 127,000 360,000 (120,000)

(74,000) 293,000

Issuance of preferred stock 36,339 200,000 0 0 0 0 0
200,000

Issuance of common stock 0 0 271,195 447,000 0 0 0
447,000

Stock subscription deposits 0 0 0 0 (360,000) 0 0
(360,000

Net loss 0 0 0 0 0 0 (96,000) (96,000)
BALANCE, JUNE 30, 1998 36,359 S 200,000 1,571,187 S$574,000 S 0

$(120,000) S$(170,000) S 484,000

</TABLE>

o

The atcompanying notes are an integral part of these consolidated statements.
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MAXXIS GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 1998 AND FOR

THE PERIOD FROM INCEPTION (JANUARY 24, 1997) TO JUNE 30, 1997

<TABLE>
<CAPTION>
1998 1997
<S> <C> <C>
CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss S (96,000) S (74,0600}

Adjustments to reconcile net loss to net cash provided by operating
activities: "
Depreciztion and emostization
Changes i1 assets and habilities:
Communications receivables
Inventories
Prepaid expenses
Other assets
Commissions payable
Accounts payable

176,000 54,000

(291,000)  (25,000)
(33,000) (185,000)
(31,000) * (12,000)
34,000 (43,000)
59,000 42,000
53,000 158,000

Accrued compensation 154,000 0
Provision for sales returns 45,000 0
Sales taxes payable 130,000 0
Accrued expenses (20,000) 103,000
Deferred revenue 55,000 0

__________________

Total adjustments 331,000 92,000

Net cash provided by operating activities 235,000 18,000

(115,000)  (99,000)

Capital expenditures
0 (10,000)

Purchase of short-ierm investment
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(70,000} (241,000)

Software development and organizational costs

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
0 360,000

Proceeds {rom slock subscriptions
Proceeds from issuance of common stock 87,000 7,000
Proceeds from issuance of preferred stock 200,000 0

Net cash provided by financing activities

NET INCREASE IN CASH 5’:37,000 35,000

35,000 0

CASH, BEGINNING OF YEAR
CASH, END OF YEAR $372,000 S 35,000

SUPPLEMENTAL CASH FLOW DISCLOSURES:
S 2000 S O

Cash paid for income taxes S 05§ 0

S 0 5120000

Cash paid for interest

Stock issued for note receivable

</TABLE>

The accompanying notes zre an integral part of these consolidated statements.
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MAXXIS GROUP, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

§ AND 1997

S,

- JONE 30, 199

I. ORGANIZATION AND PRESENTATION
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DESCRIPTION OF BUSINESS AND OPERATIONS

Maxxis Group, Inc., a Georgia corporation, was incorporated on January 24,
1997 ("Inception") and is headquartercd in Tucker, Georgia. Maxxis Group,
Inc.'s principal business operations are carried out through its wholly
owned subsidiaries, Maxxis 2000, Inc. and Maxxis Telecom, Inc., which
began operations in March 1997, and Maxxis Nutritional, Inc., which began
operations in December 1997. Maxxis Group, Inc., together with its wholly
owned subsidiaries (collectively referred to as the "Company"), was
founded for the purpose of providing long-distance services, private label
nutritional products, and other consumable products and services through a
multilevel marketing system of independent associates ("IAs") to
subscribers throughout the United States. The Company currently markets
both long-distance services and value-added communications services, such
as travel cards, prepaid phone cards, 800 service, and international
telecommunications service, as well as private label nutritional products.

The Company has a limited operating history, and its operations are
subject to the risks inherent in the establishment of any new business.
Since the Company has only recently made the transition to an operating
company, the Company's ability to manage its growth and expansion will
require it to implemeni and continuaily expand its operational and
financial systems, recruit additional employees, and train and manage both
current and new employees. Growih may place a significant stram on the
Company's operational résources and systems, and failure to effectively
manage this projected growth would have a material adverse effect on the

Company's business.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
PRINCIPLES OF CONSOLIDATION

All significant intercompany balances and transactions have been
eliminated in consolidation.

REVENUE RECOGNITION

Communications services revenues consist of prepaid phone card sales to
1As. The Company purchases prepaid phone cards from an independent
taniffed long-distance reseller (the "Reseller”). IAs purchase these .
prepaid phone cards itom the Company. Revenues from the sale of these
prepaid phone cards-zre recognized when the cards are sold to IAs, net of
an estimate of sales retums for defective or unused cards. Active JAs
have the right of retum for defective or unused cards for up to 30 days
after the date of purchase. 1As that terminate their relationship with the
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" Company also have up to one year from the date of purchase to return cards
that are unused and sealed in the original packaging, net of a restocking
fee, for a refund. ’
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Communications services also consist of revenues generated from the
Company's agreement with the Reseller that provides for the Company 1o

) receive a percentage of the gross long-distance revenues generated by the
Company's customers, less billing adjustments. The Company recognizes
long-distance revenues when services are provided by the Reseller, net of
an estimate for billing adjustments. The Reseller assumes the risk of all
bad debts. Amounts due to the Company related to this agreement are
included in conununications receivables in the accompanying consolidated

i balance sheets.

J:?ﬂ_ﬁmu

fi Nutnitional services revenues consist of sales of private label

* .- . .

3 nutritional products manufactured by various suppliers and are recorded as
preducts are shipped.

Marketing services revenues primarily consist of receipts from [As for
application fees and purchases of distributor kits and saies aids, which
include starter kiis of forms, promotional brochures, marketing materials,

and presentation materials.

DEFERRED REVENUE

Deferred revenue relates to an annual nonrefundable renewal fee assessed
to IAs ajter their firsi year with the Company that provides I1As with the
right to sell the Company's products and services. The Company recognizes
this revenue on a straight-line basis over the IAs' renewal period.

COST OF SERVICES

| e LT T T T

Communications services costs primarily include the costs of purchasing
prepaid phone cards from the Reseller.

Nutritional services costs include the costs of purchasing nufritional
products from third-party suppliers.

AR LY LT YR
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Marketing services costs include the costs for printing and designing of
! associate applications, starter kits, and other sales aids.

SELLING AND MARKETING EXPENSES

=y -.n‘n‘-!--n.wmur
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" Selling and markeling expenses primnarily consist of commissions paid to

IAs based on the sponsoring of new [As and the sale of communication
services and nutritional products.

GENERAL AND ADMINISTRATIVE EXPENSES

General and administrative expenses primarily consist of salary expense
for the Company's customer service personnel, office staff, and executive
personnel 1n addition to the cost of IAs support services and information
systems services.

CONCENTRATIONS OF CREDIT RISK

The Company's customers are primarily residential and are not concenirated
in any specific geographic region of the United States. The Company
purchases its prepaid phone card services from the Reseller. Failure of

the Reseller to provide quality services znd customer support could have a
material adverse effect on the Company’s results of operations. The
Company has an additional agreement with the Reseller to provide long-
distance services, which if terminated or canceled may significantly

impact the results of operations of ithe Company. While the Company

E-S
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believes it could contract with another long-distance reseller, the loss
of revenues or poteniial disruption of services 10 customers may have a
material effect on the Company's results of operations.

The Company's success will depend heavily on its ability to attract,
maintain, and motivate a large base of IAs who, in tum, sponsor customers
and other IAs. The Comipany anticipates a significant turnover among IAs,
which the Company believes is typical of direct selling. The Company has
begun establishing its network of IAs; however, there can be no assurance
that the Company will be successful in establishing a viable network of
[As.

USE OF ESTIMATES

The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates and
assumptions thaf affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities in the financial

statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.



" COMMUNICATIONS RECEIVABLES

A summary of changes in the allowance for doubtful accounts for the year
ended June 30, 1998 and the period from Inception to June 30, 1997 is as

follows:
s <TABLE>
H <CAPTION>
1998 1997
<8> <C> <C>
Balance, beginning of period S 0§ 0
Provisions 40,000 0
i Recoveries 0 0
¥ Write-offs .0 0
g e
: Balance, end of period $40,000 S 0
</TABLE>
INVENTORIES
! Inventories consist of the following as of June 30, 1998 and 1997:
g <TABLE>
j <CAPTION>
£
E 1998 1997 .
% <35> <C> <C>
£ Prepaid phone cards $ 10,000 § 25,000
Sales aids 158,000 160,000
, Nutritional products 76,000 0 .-
£ 244,000 185,000
t Less reserve (26,000) 0
Inventory, net $218,000 $ 185,000
“  </TABLE>

Inventories are valued at the lower of purchased cost {(determined on a

LT et A M Ty



" first-in, first-out basis) or market.
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PROPERTY AND EQUIPMENT

.
3 .

Property and equipment consist primarily of fumiture and fixtures, office
equipment, computer equipment, and leasehold improvements which are stated
at cost and are depreciated using the straight-line method over the

estimated useful lives of three to five years.

v e

INCOME TAXES

The Company accounis for income taxes in accordance with Stziement of
Financial Accounting Standards ("SFAS") No. 109, "Accounting for Income
Taxes," which reguires that defeired income iaxes be provided based on
estimated future 12x effects of differences between the carying amounts

of assets and habilities for financial reporting purposes and the amounts
used for income izx purposes calculated based on provisions of enacted tax

laws (Note 4).
ORGANIZATIONAL COSTS

The Company capitalized certain organizational costs related to start-up
activities and the legzl formation of the Company. These costs were
amortized over onz year, and amortization expenses were $76,000 and
$25,000 for the year ended June 30, 1998 and the period from Inception to
June 30, 1997, respectively.

CAPITALIZED SOFTWARE DEVELOPMENT COSTS

Certain software cevelopment costs periaining to a software application

which is used intemally for processing zpplications and customer service

have been capitalized as incurred. Capitalization of software development

costs begins upon the establishment of technological feasibility. The
-establishment of technological feasibility and the ongoing assessment of

recoverability of czpitalized software development costs require —

considerable judgement by management with respect to certain external

factors, including but not limited to, anticipated future revenues,

estimated economic life, and changes in software and hardware

technologies. Titese software development costs are amortized over an
“ estumated useful life.of three years, and amortization expenses were
$62,000 and $21,000 for the year ended June 30, 1998 and the pertod from

Inception to June 30, 1997, respectively.
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"OTHER ASSETS

Other assets include security deposits for lease obligations.

SHORT-TERM INVESTMENT

The short-term investment is a certificate of deposit recorded at cost,
which approximates the estimated fair value and matures in May 1999.

LOSS PER SHARE

In March 1997, the Financial Accounting Standards Board ("FASB") issued
SFAS No. 128, "Eamnings Per Share," which specifies the computation,
presentation, and disclosure requirements for earnings per share ("EPS")
which the Company adopted for the year ended June 30, 1998. Basic net EPS
is computed by dividing reported eamings available to common shareholders
by weighted average shares outstanding as computed unger the requirements

of Staff Accounting
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Bulletin 83. As a result; all shares issued prior to the Company's
completion of its registration statement have been included as outstanding

since Inception (Note 6). No dilution for any potentially dilutive
securities is included in basic EPS. Diluted EPS is computed by dividing
reported earnings available to common shareholders by weighted average
shares and common equivalent shares outstanding.

All prior period EPS amounts have been restated to conform to the
provisions of SFAS No. 128.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The Company's financial instruments consist primanly of cash, accounis
receivable, and accounts payable, The carrying amounts of cash, accounts
receivable, and accounts payable approximate their fair values because of
the short-tenmn matunty of such instruments.

PROPERTY AND EQUIPMENT

Property and equipment consisted of the following at June 30, 1998 and
1997:

e
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<TABLE>
<CAPTION>
1998 1997

<S> <C> <C>
Computer equipment $154,000 § 67,000
Fumniture and fixtures 42,000 28,000
Leasehold improvements 13,000 0
Office equipment 5,000 4,000

214,000 99,000
Less accumulated depreciation (45,000) (7,000)

Property and equipment, net $169,000 S 92,000

</TABLE>

4, INCOME TAXES

Sigmficant components of the Company's deferred tax assets and
liabilities are as follows at June 30, 1998 and 1997:

<TABLE>
<CAPTION>
1998 1997
<S> <C> <C>
Property and equipment S 2,060 S O
Organizational cosis 23,000 0

Net operating losses 35,000 27,000
Valuation allowance (60,000) (27,000}

Net deferred tax assets S 0 S 0

</TABLE>

Based on uncerizinties associated with the future realization of deferred’
tax assets, the Company established a valuation allowance of $60,000 and
$27,000 at June 30, 1998 and 1997, respectively. At June 30, 1998 and
1997, the Company had net operating loss carryforwards of approximately
$90,000 and $70,000, respectively, which will begin expiring in the year
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2012 unless previously utilized.
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A reconciliation of the benefit for income taxes at the statutory federal
income tax rate to the Company's tax benefit as reported in the
accompanying statements of operations is stated below:

<TABLE>
<CAPTION>
1998 1997

<S> <C> <C>
Tax benefit computed at staiutory rate  S(33,000) S$(25,000)
State income taxes _ (4,000) (3,000)
Norideductible expenses 4,000 1,000
Change in valuation allowance 33,000 27,000
Income tax benefit S 0§ 0

</TABLE>

5.

TRANSACTIONS WITH AFFILIATES

The Company had significant transactions with IS 14, Inc. ("IS 14"), which
was affiliated through common ownership during 1997. IS 14 provided
funding for certain expenses incurred by the Company, and all amounts have
been repaid as of June 30, 1997. In addition, the Company paid to IS 14,

in consideration for marketing support, a fee equivalent to a percentage

of revenues totaling $184,000 for the period from Inception to June 30,

1997 which is included in selling and marketing expense in the
accompanying consolidated statements of operations. Amounts due to IS 14
related to this fee and included in commissions payable in the
accompanying consolidated balance sheets totaled 59,000 at June 30, 1997.

.

SHAREHOLDERS EQUITY

Effective February 17, 1998, the Company declared a 1 for 11 reverse stock
split for all classes of common stock. The Company also effecled a plan of
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reorganization pursuant 1o which each outstanding share of Class A common
stock and Class B common stock was converted into one share of common
stock ("Common Stock"). All share, per share, and weighted average share

information in the financial statements has been restated for this stock
split and reorganization.

In February 1997, the Company sold 1,227,265 shares of Common Stock to the
founders of the Company at $.006 per share. In May 1997, the Company sold
72,727 shares of Common Stock to an executive officer for $1.65 per share
and accepted as payment a $120,0600 note receivable {rom an affilizie of

that individual due on the earlier of (i) May 1, 2002 or (i1} the closing

of an underwritten initial public offering with aggregate net proceeds of

at least S5 million. The note is guaranteed by the executive officer,

bears interest at 8.75% per year, compounded annually, and is classified

as a shareholder note receivable in the shareholders' equity section of

the consolidated balance sheets.

The Company and certain of its shareholders have entered into a
shareholders' agreement whereby the shareholders agreed to certain
restrictions on the wansfer or other disposition of the shares of Common
Stock held by each holder. In the event a shareholder intends to transfer
his or her Common Stock to a nonpermtted transferee, the Company and the
remaining shareholders have a right of first refusal to purchase the
transferring shareholder's Common Stock at fair market value. In addition,
if the Company terminates a shareholder's employment or engagement as a
sales representziive or consultant for cause, the Company shall have the
right to repurchase, at fair market value, an amount of the shareholder’s
Commion Stock which starts at 100% znd declines 20% per year for each
completed year of service with the Company. I the right of first refusal

or
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the Company's right to purchase is exercised, these provisions could have
the effect of further concentrating the stock ownership and voting power
of the Company.

Additionally, in August 1997, the Company completed a private placement

offering for shares of Common Stock at a price of $1.65 per share.

Potential invesiors were required 10 complele subscription agreements for L
the Common Stack and submit cash at the date of subscription. The Company o
reserved the right to.reject a subscription and refund amounts to a

subscriber at any time prior to the acceptance of the subscription, At

June 30, 1997, the Company had received paid subscriptions for 218,181

shares of Common Stock. However, since these subscriptions had not yet
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" been accepied by the Company and no shares had been issued as of June 30,

1997, amounts received from subscribers are included in stock subscription
deposits in the accompanying balance sheet at June 30, 1997. Subsequent 10
June 30, 1997, the Company accepted these subscriptions and additional
subscriptions for 53,014 shares of the Common Stock. '

On November 26, 1997, the Company entered into a promissory note (the
"Note") agreement with various lenders for an aggregate principal amount
up to $200,000, which was secured primarily by the assets of the Company.
The Note accrued interest at 10%, payzble monthly beginning on January 1,
1998, and the principal was due on demand. On March 23, 1998, the Note was
exchanged for 36,359 shares of the Company's Series A nonvoting
convertible preferred stock ("Series A Preferred Stock” or "Series A"} and
warrants (the “Warrants") to purchase 36,339 shares of the Company's
Common Stock. The Warmrants are exercisable 14 months after the issuance
date and provide the right to purchase Common Stock at $5.50 per share.
The Warrants expire seven years afier ihe date of issuance.

In February 1998, the Company amendad and restated its articles of
1ncorporation such that the Company is authorized to 1ssue 20,000,000 and
10,000,000 shares of no par value Common Stock and nonvoting preferred
stock (the "Preferred Stock"), respectively. 100,000 shares of the
Company's Preferred Stock have been esignated as Series A. The Series A
Preferred Stock has a liquidation preference of $3.50 per share (as

adjusted for any combinations, consolidations, stock distributions, or

stock dividends with respect 1o such shares) plus all declared or
accumulated but unpaid dividends. The Series A shareholders have the right
to convert each share into shares of Conimon Stock, pursuant to the
articles of incorporation, at any thme beginning 14 months after the date

of issuance. As of June 30, 1998, all ouistanding shares of the Preferred
Stock were Series A.

COMMITMENTS AND CONTINGENCIES

OPERATING LEASES
The Company leases certain office equipment and office space under

operating leases. Total rental expenses for the year ended June 30, 1998
and the period fram Inception to June 30, 1997 were approximately $84,600

and $45,000, respeciively.

E-13

Minimum lease payments under noncancelable leases for the years subsequent




" to June 30, 1998 are as follows:

<TABLE>
<CAPTION>
. <S> <(C>
1999 $123,000
# 2000 101,000
2001 111,000
2002 0
2003 and thereafter 0
: $335,000
</TABLE>
k
[%" LITIGATION

The Company is subject to various claims and legal actions which arise in
the ordinary course of business. In the opinion of management, the
ultimate resolution of such matters will isot have a meterial adverse

effect on the Compeny's financial position, liquidity, or results of
operatio:ns.

EMPLOYMENT AGREEMENTS

The Company has entered into employment agreements with certain executive
officers (the "Employment Agreements"). Generally, the Employment
Agreements provide for a minimum weekly salary. In addition, the employee
may participate in a bonus program and shall be eligible to receive

quarterly or annual payments of a performance bonus based on the
achievement of targeted levels of perfonnance and such other criteria as

the board of directors shall establish from time to time. The chief

executive officer's Employment Agreement provided for an additional bonus
payment on July 1, 1998. All unpaid bonuses are included in accrued
compensation in the accompanying consolidated balance sheets.

3
P
¥
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Each of the Employment Agreements has a ferm of one year, and the term
renews daily until either party fixes the remaining term at one year by

giving written notice. The Company can terminate each employee upon death
or disability (asdefined in the Employee Agreements) or with or without

N cduse upon delivery of a notice of termination. If the employee is

terminated because of death, disability, or cause, the employee will

receive any accrued compensation through the termination date and any
accrued performance bonus, unless the employee is terminated for cause. If
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the employee is terminated without cause, the Company shall pay the
employee severance payments equal to his/her minimum base salary for each
week during the six-month period following the termination date. If the
employee is a director or officer of the Company or any of its affiliates,

the employee shall tender his/her resignation to such positions effective

as of the termination date.

Under the Employment Agreements, each employee agrees to maintain the
confidentiality of the Company's trade secrets and confidential business
information. The employee also agrees for a period of one year following
the termination date if he/she is terminated or resigns for any reason not

to compete with or solicit employees or customers of the Coinpany or any of
its affiliates within a 30-mile radius of the Company's corporate offices,
provided that if the employee is tenminated without cause, the nonconipete

period shall be six months.

RELATIONSHIP WITH 1AS

Because JAs are classified as independent contractors and not as employees
of the Company, the Company is unable to provide them with the same level
of direction and oversight as company employees. While the Comipany has
policies and rules in plece governing the business conduct of

F-14 -
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TAs and intends to review periodically the sales tactics of the IAs, it

may be difficult to enforce such policies and rules. Violation of these
policies and rules might reflect negatively on the Company and may lead to
complaints to or by various federal and state regulatory authorities.
Violation of the Company's policies and rules could subject the Company
and its long-distance provider to complaints regarding the unauthorzed
switching of subscribers' long-distance cammers (also known in the

industry as "slamming"). Such complaints could have a material adverse
effect on the Company's business, financial condition, and results of

operations.

REGULATION OF NETWORK MARKETING; EFFECT OF STATE LAWS

The Compeany's nétwork marketing system is subject to or affected by
extensive government regulation, including, without limitation, federal
and state regulations goyveming the offer and sale of business franchises,
business opportunities, and securities. Various governmental agencies
monitor direct selling activitics, and the Company could be required to




information.
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MAXXIS GROUP, INC.
1998 STOCK OPTION PLAN

_ ARTICLEL .
= DEFINITIONS - ’

As used herein, the following terms have the following meanings:

"Board" shall mean the Board of Directors of the Company.
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"Change in Control" shall mean the occurrence of either of the following
events:

(i) A change in the composition of the Board as a result of which fewer
than one-half of the incumbent directors are directors who either:

(A) Had been directors of the Company 24 months prior to such change;
or

(B) Were ¢lected, or nominated for election, to the Board with the
affinnmative votes of at least a majority of the directors who had
been directors of the Company 24 months prior to such change and
who were still in office at the time of the election or

nomination; or

(i) Any "person" (as such term is used in sections 13(d) and 14(d) of the
Exchange Act), other than any person who 18 a shareholder of the
Company on or before the Effective Date, by the acquisition or
aggregation of securities is or becomes the beneficial owner, directly
or indirectly, of securities of the Company representing 30 percent or
more of the combined voting power of the Company's then outstanding
securities ordinarily (and apart from rights accruing under special
circumstances) having the right to vote at elections of directors (the
"Base Capital Stock"); except that any change n the relative
beneficial ownership of the Company's securities by any person
resulting soleiy from a reduction in the aggregate number of
outstanding shares of Base Capital Stock, and any decrease thereafter
in such person's ownership of securities, shall be disregarded until
such person increases in any manner, directly or indirectly, such
person's beneficial ownership of any securnities of the Company.

"Code" shall mean the United States Intemal Revenue Code of 1986, as
amended and including effective date and transition rules (whether or not
codified). Any reference herein to a specific section of the Code shall be
deemed to include a reference to any comresponding provision of future law.,

"Commission" shall mean the Securities and Exchange Commission.

"Committee" shall mean a committee of at least two Directors appointed from
time to time by the Board, having the duties and authority set forth herein in

addition to any other

-
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authority granted by the Board. In selecting the Committee, the Board shall
consider (i) the benefits under Section 162(m) of the Code of having a Comnttee
composed of "outside directors" (as that term is defined in the Code) {or
certain grants of Options to highly compensated executives, and (i1) the
benefits under Rule 16b-3 under the Exchange Act of having a Committee composed
of either the entire Board or a Committee of at least two Direclors who are
Non-Employee Directors for Options granted to or held by any Section 16 Insider.
T At any time that the Board shall not have appointed a committee as descnbed

above, any reference herein to the Committee shall mean the Board.

"Company" shall mean Maxxis Group, Inc., a Georgia corporation.

"Disabled Optionee" shall mean an Optionee who suffers a Permanent and

Total Disability.
3 "Director" shall mean a member of the Board and any person who is an
i advisory or honorary director of the Company if such person js considered a
£ director for the purposes of Section 16, as determined by reference to such
A Section 16.
&
5’ "Effective Date" shall mean September 16, 1998.

"Exchange Act" shall mean the Securities Exchange Act of 1934, as amended.
Any reference herein to a specific section of the Exchange Act shall be deemed
to include a reference to any corresponding provision of future law.

"Exercise Price” shall mean the price at which an Optionee may purchase a
share of Stock under a Stock Option Agreement.

[
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"Fair Market Value™ on any date shall mean: (i) the closing sales price of
the Stock, regular way, on such date on the national securities exchange having
the greatest volume of trading in the Stock during the 30-day period preceding
the day the value is to be determuned or, if such exchange was not open for
trading on such date, the next preceding date on which it was open; (ii} if the
Stock is not traded on any national securnities exchange, the average of the
closing high bid and low asked prices of the Stock on the over-the-counter
market on the day such value is to be detenmined, or in the absence of closing
bids on such day, the closing bids on the next preceding day on which there
were bids; or (iii) if the Stock also is not traded on the over-the-counter
market, the fair market value as determined in good faith by the Board or the
Committee based on such relevant facts as may be available to the Board or the

~  Committee, which may include opinions of independent experts, the price at
S which recent sales have.been made, the book value of the Stock, and the
Company's current and projected future eamings.
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"Inceniive Stock Option" shall mean an option fo purchase any stock of the
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Company, which complies with and is subject to the terms, limitations and
conditions of Section 422 of the Code and any regulations promulgated with
respect thereto.

"Non-Employee Director" shall have the meaning set forth in Rule 16b-3
under the Exchange Act, as the same may be in effect from time to time, or in
any successor rule thereto,

<PAGE> 6

and shall be determined for all purposes under the Plan according to
interpretative or "no-action" positions with respect thereto issued by the
Commission.

"Officer" shall mezn a person who constitutes an officer of the Company
for the purposes of Section 16.

"Option" shall mean an option, whether or not an Incentive Stock Option,
to purchase Stock granted pursuant to the provisions of Article VI hereof,

"Optionee" shall mean & person to whomnt an Option has been granted
hereunder.

"Permanent and Total Disability” shall have the same meaning as given to
that term by Code Section 22(e)(3) and any regulations or rulings promulgated
thereunder.

"Plan" shall mean the Maxxis Group, Inc. 1998 Stock Option Plan, the terms
of which are set forth herein.

"Purchasable” shall refer to Stock which may be purchased by an Optionee
under the terms of this Plan on or after a certain date specified in the
applicable Stock Option Agreement.

"Qualified Domestic Relations Order” shall have the meaning set forth in
ihe Code or in the Employee Retirement Income Security Act of 1974, or the

- rules’and regulations promulgated under the Code or such Act.

"Section 16" shall mean Section 16 of the Exchange Act and the rules,
regulations, judicial decisions, and interpretative or "no-action” positions




with respect thereto of the Commission, as the same may be in effect or set
forth from time to time.

"Section 16 Insider" shall mean any person who is subject to the
provisions of Section 16.

"Stock" shall mean the Common Stock, no par value, of the Company or, in
the event that the outstanding shares of Stock are hereafter changed into or
exchanged for shares of a different stock or securities of the Company or some
other entity, such other stock or secunties.

© e s,

"Stock Option Agreement” shall mean an agreement between the Company and
an Optionee under which the Optionee may purchase Stock hereunder, a sample
form of which is attached hereto as Exhibit A (which form may be vaned by the

Commiitee in granting an Option).

ARTICLEII
THE PLAN

18 . TR Mt

2.1 Name. This Plan shall be known as the "Maxxis Group, Inc. 1998 Stock
Option Plan."

(WP
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{ 2.2 Purpose. The purpose of the Plan is to advance the interests of the

[ Company, its subsidiaries and its shareholders by affording certain employees
f and Directors of the Company and its subsidiaries, as well as key consultants

i and advisors to the Company or any subsidiary, an opportunity to acquire or

] ncrease their proprietary interests in the Company. The objective of the

) 1ssuance of the Options is to promote the growth and profitability of the

L Company and its subsidiaries by providing Optionees with an additional

% incentive to achieve the Company's objectives and to continue their association
f with or service to the Cempany.

;

K 2.3 Shareholder Approval. The Plan shall become effective on September 16,
X 1998; provided, however, that if the shareholders of the Company have not,

i' ~  approved the Plan on or prior to the first anniversary of such effective date,

1 A then 2ll options granted.under the Plan shall be non-Incentive Stock Options.

l If, at the time of any amendment to the Plan, shareholder approval is required
i by the Code for Incentive Stock Options and such shareholder approval has not
been obtained (or is not obtained within 12 months thereof), any Incentive
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Stock Options issued under the Plan shall automatically become options which do
not qualify as Incentive Stock Options.

ARTICLE 11
PARTICIPANTS

The class of persons eligible to participate in the Plan shall consist of
all persons whose participation in the Plan the Committee determines to be in
the best interests of the Company which shall include, but not be limited to,
all Directors and employees, including but not limited to executive personnel,
of the Company or any subsidiary, as well as key consultants and advisors to

the Company or any subsidiary.

ARTICLE 1V
ADMINISTRATION

4.1 Duties and Powers of the Committee. The Plan shall be administered by
the Committee. The Committiee shall select one of its members as its chairman
and shall hold its meetings at such times and places as 1t nray detenmine. The
Commitiee shall keep minutes of its meetings and shall make such rules and
regulations for the conduct of its business as it may deem necessary. The
Comumittee shall have the power to act by unanimous written consent in lieu of a
meeting and to meet by telephone. In administering the Plan, the Commnttee’s
actions and detenminations shall be binding on all inierested parties. The
Committee shall have the power to grant Options 1 accordance with the
provisions of the Plan. Subject to the provisions of the Plan, the Committee
shall have the discretion and autherity to determine those individuals to whom
Options will be granted, the number of shares of Stock subject to each Option,
such other matters as are specified herein, and any other tenns and conditions
of a Stock Option Agreement. To the extent not inconsistent with the provisions
of the Plan, the Committee may give an Optionee an election to surrender an
Option in exchange for the grant of a new Option and shall have the

<PAGE> 8§

authority to amend or modify an cutstanding Stock Option Agreement, or 1Q waive
any provision theredst, provided that ihe Optionee consents to such action.

4.2 Interpretation; Rules. Subject to the express provisions of the Plan,
the Commitfee also shall have complete authority to interpret the Plan, to

prescribe, amend, and rescind rules znd regulations relating to it, to
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determine the details and provisions of each Stock Option Agreement, and to
make all other detenminations necessary or advisable for the administration of
the Plan, including, without limitation, the amending or altering of the Plan
and any Options granted hereunder as may be required to comply with or to
conform to any federal, state, or local laws or regulations:

4.3 No Liability. Neither any member of the Board nor any member of the
Committee shall be liable to any person for any act or determination made in
good faith with respect to the Plan or any Option granted hereunder.

4.4 Majority Rule. A majority of the members of the Committee shail
constitute a quorum, and any action taken by a majority at a meeting at which a
quorum is present, or any action taken without a meeting evidenced by a writing
executed by all the members of the Commiitee, shall constitute the action of

the Committee.

4.5 Company Assistance. The Company shall supply complete and timely
information to the Commiitee on all matters relating to eligible persons, their
employment, death, retirement, disability, or other termination of employment,
and such other pertinent facts as the Conmunittee may require. The Company shall
fumish the Committee with such clerical and cther assistance as is necessary

in the performance of its duties.

ARTICLE V
SHARES OF STOCK SUBIECT TO PLAN

5.1 Limitations. Subject to adjustment pursuant to the provisions of
Section 3.2 hereof, the maximum number of shares of Steck that may be issued
hereunder shall be 300,000, and not more than 300,000 shares of Stock may be
made subject to Options to any individual, in the aggregate, in any one fiscal
year of the Company, such limitation to be applied 1 a manner consistent with
the requirements of, and oenly to the extent required for compliance with, e
exclusion from the limitation on deductibility of compensation under Section
162(m) of the Code. Any or all shares of Stock subject to the Plan may be
issued in any combination of Incentive Stock Options or non-Incentive Stock
Options, and the amount of Stock subject to the Plan may be increased from time
to time in accordance with Article VIII, provided that the total number of
shares of Stock issuable pursuant to Incentive Stock Options inay not be
mcreased to more than 300,000 without shareholder approval. Shares subject to
an Option may be either authorized and unissued shares or shares issued and
later acquired by the Company. The shares covered by any unexercised porijon of
an Option that lias terminated for any reason {except as set forth in the
following paragraph), or any forfeited portion of an Option, and shares tendered
for cashless exercise and withheld for taxes may again be optioned under the

Plan, and such shares shall not
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be considered as having been optioned in computing the number of shares of Stock
remaining available for option hereunder.

If Options are issued in respect of options to acquire stock of any entity
acquired, by merger or otherwise, by the Company (or any subsidiary of the
Company), to the extent that such issuance shall not be inconsistent with the
terms, imitations and conditions of Code Section 422 or Rule 16b-3 under the
Exchange Act, the aggregate number of shares of Stock for which Options may be
granted hereunder shzll automatically be increased by the number of shares
subject to the Options so issued; provided, however, that the aggregate number
of shares of Stock for which Options may be granted hereunder shall
automatically be decreased by the number of shares covered by any unexercised
portion of an Option so issued that has terminated for any reason, and the
shares subject to any such unexercised poriion may not be optioned to any other
Person.

5.2 Antidilution.

(a) If (i) the outstanding shares of Stock are changed into or exchanged
for a different number or kind of shares or oiher securities of the Company by
reason of merger, consolidation, reorganization, recapitalization,
reclassification, combination or exchange of shares, or stock split or stock
dividend, (ii) any spin-off, spin-out or other distribution of assets
materially affects the price of the Company's stock, or (iii) there is any
assumption and conversion to the Plan by the Company of an acquired company's
outstanding option granis, then:

(A) the Commiitee, in its sole and absolute discretion, may adjust
proportionately the aggregate number and kind of shares of Stock
for which Options may be granted hereunder; and

(B) the Committee, in its sole and absolute discretion, may adjust
proportionately the rights of Optionees (concerning the number of
shares subject to Options and the Exercise Price) under
putstanding Options.

(b} In the eveint of en anticipated Change in Conirol, or if the Company”
shall be a party te any reorganization, involving merger, consolidation, or
acquisition of the stock or substantially all the assets of the Company, the
Board or the Committee, in its discretion, may:




(1) notwithstanding other provistons hereof, declare that all Options
granted under the Plan shall become exercisable immediately
notwithstanding the provisions of the respective Stock Option
Agreements regarding exercisability and that all such Options
shall terminate 90 days after the Committee gives written notice
of the immediate right to exercise all such Options and of the
decision to terminate all Options not exercised within such

£ .
i 90-day period; and/or
(i1) notify all Optionees that all Options granted under the Plan _
shall be assumed by the successor corporation or substituted on
an equitable basis with options issued by such successor
corporation.
{ 6
g <PAGE> 10
U]
z (c) If the Company is to be liquidated or dissolved in connection with a
14 . . . - - - . .
3 reorganization described in Section 3.2(b), the provisions of such Section shall

apply. In all other instances, the adoption of a plan of dissolution or

liquidation of the Company shall, notwithstanding other provisions hereof, cause
every Option outstanding under the Plan to términate to the extent not exercised
prior to the adoption of the plan of dissolution or liguidation by the
shareholders, provided that; notwithstanding other provisions hereof, the
Commiittee may declare all Options granted under the Plan to be exerciszble at
any time on or before the fifth business day following such adoption
notwithstanding the provisions of the respective Stock Option Agreements

regarding exercisability.
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E (d) The adjustments described in paragraphs (a) through (c) of this

i Section 5.2, and the manner of their application, shall be determined solely by

H the Board or the Commiittee, and any such adjustment may provide for the

* elimination of fractional share interests; provided, however, that any
adjustment made by ihe Board or the Committee shall be made in a manner that

- will not cause an Incentive Stock Option to be other than an Incentive Stock

Option under appliczble statutory and regulatory provisions. The adjustments

f required under this Article V shall apply to any successors of the Company and

shall be made regardless of the number or type of successive events requinng

such adjustments.

e

" ) : ARTICLE VI
OPTIONS
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6.1 Types of Options Granted. The Committee may, under this Plan, grant
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either Incentive Stock Options or Options which do not qualify as Incentive
Stock Options. Within the limitations provided in this Plan, both types of
Options may be granted to the same person at the same time, or at different
times, under different terms and conditions, as long as the terms and conditions
of each Option are consistent with the provisions of the Plan. Without
limitation of the foregoing, Options may be granted or may vest and become
exercisable subject to conditions based on the financial performance of the
Company or any other factor the Committee deems relevant.

6.2 Option Grant and Agreement. Each Option granted hereunder shall be
evidenced by minutes of a meeting or the written consent of the Committee and by
a written Stock Option Agreement executed by the Company and the Optionee. The
terms of the Option, including the Option's duration, time or times of exercise,
exercise price and whether the Option is intended to be an Incentive Stock
Option, shall be stated in the Stock Option Agreement. No Incentive Stock Option
may be granted more than ten years after the earlier to occur of the Effective
Date or he date the Plan is approved by the Company's shareholders. Separate
Stock Option Agreements may be used for Options intended to be Incentive Stock
Options and those not so intended, but any failure to use such separate
agreements shall not invalidate, or otherwise adversely affect the Optionee's
mnterest in, the Options evidenced thereby.

<PAGE> 11

The grant of an Option pursuant to this Plan shall not affect in any way
the right or power of the Company to make adjustments, reclassifications,
reorganizations or changes of its capital or business structure, or to merge or
consolidate, or to dissolve, liquidate, sell or transfer all of any part of its
business or assets.

6.3 Optionee Limitation. The Committee shall not grant an Incentive Stock
Option to any person who, at the time the Incentive Stock Option is granted:

(a) is not an employee of the Company or any of its subsidiaries; or

(b) owns or is considered to own stock possessing at least 10% of the
total combined voting power of all classes of stock of the Company or any of its
parerit or subsidiary corporations; provided, however, that this limitation shall
not apply if at the time an Incentive Stock Option is granted the Exercise Price
is at least 110% of the Fair Market Value of the Stock subject to such Option
and such Option by its tems would not be exercisable after five years from the
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date on which the Option is granted.

6.4 $100,000 Limitation. Except as provided below, the Committee shall not
grant an Incentive Stock Option to, or modify the exercise provisions of
outstanding Incentive Stock Options held by, any person who, at the time the
Incentive Stock Option is granted (or modified), would thereby receive or hold
any Incentive Stock Options of the Company and any parent or subsidiary of the
Company, such that the aggregate Fair Market Value (determined as of the
respective dates of grant or modification of each option) of the stock with
respect 1o which such Incentive Stock Options are exercisable for the first time
during any calendar year is in excess of $100,000 (or such other limit as may be
prescribed by the Code from time to time); provided that the foregoing

~ restriction on modification of outstanding Incentive Stock Options shall not

preclude the Committee from modifying an cutstanding Incentive Stock Option if,
as a result of such modification and with the consent of the Optionee, such
Option no longer constitutes an Incentive Stock Option; and provided that, if

the $100,000 limitation (or such other limitation prescnbed by the Code)
described in this Section 6.4 is exceeded, the Incentive Stock Option, the

granting or modification of which resulted in the exceeding of such limit, shall

be treated as an Incentive Stock Option up fo the limitation and the excess

shall be treated as an Option not qualifying as an Incentive Stock Option.

" 6.5 Exercise Price. The Exercise Price of the Stock subject to each Option
shall be determined by the Committee. Subject to the provisions of Section
6.3(b) hereof, the Exercise Price of an Incentive Stock Option shall not be less
than the Fair Market Value of the Stock as of the date the Option is granted (or
in the case of an Incentive Stock Option that is subsequently modified, on the
date of such modificziion).

6.6 Exercise Period. The period for the exercise of each Option granied
hereunder shall be determined by the Committee, but the Stock Option Agreement
with respect to each Option intended to be an Incentive Stock Option shall
provide that such Opiion shall not be exercisable after the expiration of ten
years from the date of grant (or modification) of the Option. Inn addition, no
Incentive Stock Option granted under the Plan shall be exercisable prior to
shareholder approval of the Plan.

<PAGE> 12

6.7 Option Exercise.

(a) Unless otherwise provided in the Stock Option Agreement or Section 6.6
hereof, an Option may be cxercised at any time or from time to time during the
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term of the Option as to any or all shares which have become Purchasable under
the provisions of the Option, but not at any time as to less than 100 shares
unless the remaining shares that have become so Purchasable are less than 100
shares. The Committee shall have the authority to prescribe in any Stock Option
Agreement that the Option may be exercised only in accordance with a vesting
schedule during the temm of the Option.

(b) An Option shall be exercised by (i} delivery to the Company at its
principal office a written notice of exercise wiih respect 1o a specified number
of shares of Stock and (ii) payment to the Company at that office of the full
amount of the Exercise Price for such number of shares in accordance with
Section 6.7(c). If requested by an Optionee, an Option may be exercised with the
involvement of a stockbroker in accordance with the federal margin rules set
forth in Regulation T (in which case the certificates representing the
underlying shares will be delivered by the Company direcily to the stockbroker).

(c) The Exercise Price is to be paid in full in cash upon the exercise of
the Option and the Comipany shall not be required to deliver certificates for the
shares purchased uniil such payment has been made; provided, however, that in
lieu of cash, all or zny portion of ihe Exercise Price smay be paid (i) by
tendering to the Company shares of Stock duly endorsed for transfer and owned by
the Optionee or (ii) by zutherization to the Company to withhold shares of Steek
otherwise issuable upon exercise of ihe Opiion, 1n each case to be credited
against the Exercise Price at the Fair Market Value of such shares on the date
of exercise (however, no {ractional shares may be so transferred, and the
Company shall not te obligated to make any cash payments in considerziion of any
excess of the aggregaie Fair Market Value of shares transferred over the
aggregate Exercise Price); provided further, that the Board may provide in a
Stock Option Agreement (or may otherwise determine in its sole discretion at the
time of exercise) that, in lieu of cash or shzres, all or a portion of the
Exercise Price may be paid by the Opiionee's execution of a recourse note equal
1o the Exercise Price or relevant portion thereof, subject to compliance with
applicable state and feceral laws, rules and regulations.

(d) In addition to and at the time of payment of the Exercise Price, the
Optionee shall pay ‘o the Company in cash the full amount of any federal, state,
and local income, employment, or other withholding taxes applicable to the
taxable income of such Optionee resulting from such exercise. However, in the
discretion of the Comumittee any Stock Option Agreement may provide that all or
any portion of such tax obligations, together with additional taxes not
exceeding the actuzl] zdditional taxes to be owed by the Optionee as aresult of
such exercise, may,"upon the irrevocable election of the Optionee, be paid (i)
by tehdering to.the Company whole shares of Stock duly endorsed for transfer and
owned by the Optionee or (ii) by authorization to the Company to withhold shares
of Stock othenwise issuzble upon exercise of the Option, in either case in that
number of shares hzving a Fair Market Value on the date of exercise equal to the
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amount of such taxes thereby being paid, and subject to such restrictions as to
the approval and timing of any such election as the Commiltee may from time to

time determine to be necessary or
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appropriate to satisfy the conditions of the exemption set forih in Rule 16b-3
under the Exchange Act, if such rule is applicable.

() The holder of an Option shall not have any of the nights of a
shareholder with respect 1o the shares of Stock subject to the Option uatil such
shares have been issued and transferred to the Optionee upon the exercise of the

Option.

6.8 Nontransferability of Option. No Option shall be transferable by an
Optionee other than by will or the Jaws of descent and distribution or, in the
case of non-Incentive Stock Options, pursuant to a Qualified Domestic Relations
Order, and no Option shall be transferable by an Optionee who is a Section 16
Insider prior to shareholder approval of the Plan. During the lifetime of an
Optionee, Options shall be exercisable only by such Optionee (or by such
Optionee's guardian or Jegal representative, should one be appointed).

6.9 Termination of Employment or Service. The Committee shall have the
power to specify, with respect to the Options granted to a particular Optionee,
the effect upon such Optionee's right to exercise an Option on termination of
such Optionee's employment or service under various circumstances, which effect
may include immediate or deferred termination of such Optionee's nghts under
an Option, or acceleration of the date at which an Option may be exercised in
full; provided, however, that in no event may an Incentive Stock Option be
exercised after the expiration of ten years from the date of grant thereof.

6.10 Employment Rights. Nothing-in the Plan or in any Stock Option
Agreement shall confer on any person any right to continue in the employ of the
Company or any of its subsidiaries, or shall interfere in any way with the
right of the Company or any of its subsidiaries to terminate such person's

employment at any time.

6.11 Certain Successor Options. To the extent not inconsistent with the, ey
terms, limitations and condinions of Code Section 422 and any regulations o
prontulgated with respect thereto, an Option issued in respect of an option held
by an employee 1o acquire stock of any entity acquired, by merger or otherwise,
by the Company (or any subsidiary of the Company) may contain terms that differ
from those stated in this Aniicle VI, but solely to the extent necessary to
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preserve for any such employee the rights and benefits contained in such
predecessor option, or to satisfy the requirements of Code Section 424(a).

6.12 Effect of Change in Control. The Committee may determine, at the
time of granting an Option or thereafter, that such Option shall become
exercisable on an accelerated basis in the event that a Change in Control
occurs with respect to the Company (and the Committee shall have the discretion
to modify the definition of a Change in Control in a particular Stock Option
Agreement). If the Committee finds that there is a reasonable possibility
that, within the succeeding six months, a Change in Control will occur with
respect to the Company, then the Committee may determine that all outstanding
Options shall be exercisable on an accelerated basis,

10
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ARTICLE VII
STOCK CERTIFICATES

The Company shall ot be required to issue or deliver any certificate for
shares of Stock purchased upon the exercise of any Option granted hereunder or
any portion thereof prior to fulfillment of all of the following conditions:

(a) The admission of such shares to listing on all stock exchanges on
which the Stock is then listed;

(b) The completion of asy registration or other qualification of such
shares which the Committee shall deem necessary or advisable under any federal
or state law or under the rulings or regulations of the Commission or any other

govermmnental regulatory body;

(c) The obtaining of any approval or other clearance from any federal or
state governmental agency or body which the Committee shall determine to be

necessary or advisable; and

(d) The lapse of such reasonable period of time following the exercise of
the Option as the Board from time fo time may establish for reasons of
administrative convenience. ,

Stock certificates issued and delivered to Optionees shall bear such
restrictive legends as the Company shall deeni necessary or advisable pursuant
to applicable federal and state secunities Jaws.
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ARTICLE VIII
TERMINATION AND AMENDMENT

8.1 Termination and Amendment. The Board may at any time terminate the
Plan, and may at any time and fram time to time and in any respect amend the
Pian; provided, however, that the Board (unless its actions are approved or
ratified by the shareholders of the Company within twelve months of the date
that the Board amends the Plan) may not amend the Plan to:

(a) Increase the total number of shares of Stock 1ssuable pursuant to
Incentive Stock Options, except as contemplated in Sections 5.1 and 5.2;

(b) Change the class of employees eligible to receive Incentive Stock
Options that may participate in the Plan; or

(¢) Othenvise materially increase the benefits accriing to recipients of
Incentive Stock Options under the Plan.

11
<PAGE> 15

8.2 Effect on Optionee's Rights. No termination, amendment, or
modification of the Plan shall affect adversely an Optionee's rights under 2
Stock Option Agreement without the consent of the Optionee or his legal

representative.

ARTICLEIX :
RELATIONSHIP TO OTHER COMPENSATION PLAN

The adoption of the Plan shall not affect any other stock option,
incentive, or other compensation plans in effect for the Company or any of its
subsidiaries; nor shall the adoption of the Plan preclude the Company or any of
its subsidiaries from establishing any other form of incentive or other
compensation plan for employees or Directors of the Company or any of its

subsidiaries.

_ ARTICLE X ,
- “MISCELLANEOQUS : -

10.1 Plan Binding on Successors. The Plan shall be binding upon the
successors and assigns of the Company.
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10.2 Singular, Plural; Gender. Whenever used herein, nouns in the
singular shall include the plural, and the masculine pronoun shall include the

feminine gender.

10.3 Headings, etc., No Part of Plan. Headings of Asticles and Sections
hereof are inserted for convenience and reference; they do not constitute part

of the Plan.

10.4 Interpretation. With respect to Section 16 Insiders, transactions
under this Plan are intended to comply with all applicable conditions of Rule
16b-3 or its successors under the Exchange Act. To the extent any provision of
the Plan or action by the Plan administrators fails to so comply, it shall be
deemed void to the extent permitted by law and deemed advisable by the Plan

administrators.
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IN WITNESS WHEREQOF, the Company has caused this Plan to be executed as of

- the date set forth above.

MAXXIS GROUP, INC.

By: /s/ Thomas O. Cordy

________________________________

Name: Thomas O. Cordy
Title: Chief Executive Officer

ATTEST: -

/s/ James W. Brown

TG AL G oted |
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Name: James W. Brown
Title: Secretary

[ CORPORATE SEAL ]

~ 13
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EXHIBIT A TO
MAXXIS GROUP, INC.
1698 STOCK OPTION PLAN

MAXXIS GROUP, INC.
FORM QF STOCK OPTION AGREEMENT

THIS STOCK OPTION AGREEMENT (ithis "Agreement"), entered into as of this
___dayof , , by and between Maxxis Group, Inc., a Georgia

corporation {the "Company”), and (the "Optionee").

WHEREAS, effective as of September 16, 1998, the Board of Directors of the
Company adopted a stock option plan known as the "Maxxis Group, Inc. 1998 Stock
Option Plan” (the "Plan"), and recommended that the Plan be approved by the

Company's shareholders; and

WHEREAS, on October 1, 1998, the shareholders adopted the Plan; and

WHEREAS, the Committee has granted the Optionee a stock option to purchase
the number of shares of the Company’s common stock as set forth below; and

WHEREAS, the Company and the Optionee desire to enter into a written
agreément with respect to such option in accordance with the Plan.

NOW, THEREFORE, as an employment incentive and to encourage stock
ownership, and also in consideration of the mutual covenants contained herein,

TS b a1 m e )

wlo

LAy - .y

‘o Awmdiny

Y R e L S

o



L

9 ®

the parties hereto agree as follows.

1. Incorporation of Plan. This option is granted pursuant to the
provisions of the Plan, and the termis and definitions of the Plan are
incorporated herein by reference and made a part hereof. A copy of the Plan
has been delivered to, and receipt is hereby acknowledged by, the Optionee.
Capitalized terms not otherwise defined herein shall have the meanings ascribed

to them in the Plan.

2. Grant of Option. Subject to the terms, restrictions, limitations and
conditions stated herein, the Company hereby evidences its grant to the
Optionee, not in liew of salary or other compensation, of the right and option
(the "Option") to purchase all or any part of the number of shares of the
Company's Common Stock, no par value (the "Stock”), set forth on Schedule A
attached hereto and incorporated herein by reference. The Option shall be
exercisable in the amounts and at the time specified on Schedule A. The Option
shall expire and shall not be exercisable on the date specified on Schedule A or

on such earlier date as

<PAGE> 18§

determined pursuant to Section §, 9, or 10 hereof. Schedule A states whether the
Option is intended to be an Incentive Stock Option.

3. Purchase Price. The price per share to be paid by the Optionee for the
shares subject to this Option (the "Exercise Price”) shall be as specified on
Schedule A, which price shall be an amount not less than the Fair Market Value
of a share of Stock as of the Date of Grant (as defined in Section 11 below) if
the Option is an Incentive Stock Option.

4. Exercise Terms. The Optionee must exercise the Option for at feast the
lesser of 100 shares or the nuiber of shares of Purchasable Stock as to which
the Option remains unexercised. In the event this Option is not exercised with
respect to all or any part of the shares subject to this Gption prior to its
expiration, the shares with respect to which this Option was not exercised
shall no longer be subject to this Option.

5. Option Non-Transferable. No Option shall be transferable by an
Optionee other than by will or the laws of descent and distribution or, in the
case of non-Incentive Stock Options, pursuant to a Qualified Domestic Réfations
Order, and no Option shall be transferable by an Optionee who is a Section 16
Insider prior to shareholder approval of the Plan. During the lifetime of an
Optionee, Options shall be exercisable only by such Optionee (or by such
Optionee's guardian or legal representative, should one be appointed).
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6. Notice of Exercise of Option. This Option may be exercised by the
Optionee, or by the Optionee's administrators, executors or personal
representatives, by a written notice (in substantially the form of the Notice

of Exercise atlached hereto as Schedule B} signed by the Optionee, or by such
administrators, executors or personal representatives, and delivered or mailed
to the Company as specified in Section 14 hereof to the attention of the
President or such other officer as the Company may designate. Any such notice
shall (a) specify the number of shares of Stock which the Optionee or the
Optionee's administrators, executors or personal representatives, as the case

may be, then elects to purchase hereunder, (b) contain such information as may
be reasonably required pursuant to Section 12 hereof, and (¢} be accompanied by
(i) a certified or cashier's check payable to the Comipany in payment of the

total Exercise Price applicable to-such shares as provided herein, or (ii)

shares of Stock owned by the Optionee and duly endorsed or accompanted by stock
transfer powers or authorization to the Company to withhold shares of Stock
othenwise issuable upon exercise of the Option, in each case having a Fair
Market Value equal to the total Exercise Price applicable to such shares
purchased hereunder, or (iii) a certified or cashier's check accompanied by the
number of shares of Stock whose Fair Market Value when added to the amount of
the check equals the total Exercise Price applicable to such shares purchaszad
hereunder. Upon receipt of any such notice and accompanying payment, and
subject to the terms heresf, the Company agrees to issue to the Optionee o7 the
Optionee's administrators, executors or personal representatives, as the case

may be, stock certificates for the number of shares specified in such notice
registered in the name of the person exercising this Option.

7. Adjustment in Option. The number of shares subject to this Option, the
Exercise Price and other matters are subject to adjustment during the term of
this Option in accordance with Section 5.2 of the Plan.

2
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8. Termination of Employment. Except as otherwise specified in Schedule A
hereto, in the event of the termination of the Optionee's employment with the
Company or any of its subsidiaries, other than a termination that is for
disability or death, the Optionee may exercise this Option at any time within
90 days after such termination to the extent of the number of shares which were
Purchasable hereunder at the date of such termination.
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9. Disabled Optionee. In the event of termination of employment because
of the Optionee becoming a Disabled Optionee, the Optionee (or his or her
personal representative) may exercise this Option, within a period ending on
the earlier of (a) the last day of the one year period following the Optionee's
disability or (b) the expiration date of this Option, to the extent of the
number of shares which were Purchasable hereunder at the date of such

termination.
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10. Death of Optionee. Except as othenwise set forth in Schedule A, in
the event of the Optionee's death while (1) employed by the Company or any of
its subsidiaries or (ii) within three months after a termination of such
employment, the appropriate persons descnbed in Section 6 hereof or persons to
whom all or a portion of this Option is transferred in accordance with Section
5 hereof may exercise this Option at any tume within a period ending on the
earlier of (a) the last day of the one year period following the Optionee's
death or (b) the expiration date of this Option. If the Optionee was an
employee of the Company at the tune of death, this Option may be so exercised
to the extent of the number of shares that were Purchasable hereunder at the
date of death. If the Optionee's employment terminated prior to his or her
death, this Option may be exercised only to the extent of the number of shares
covered by this Option which were Purchasable hereunder at the date of such

termination.
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11. Date of Grant. This Option was granted by the Board of Directors of
the Company on the date set forth in Schedule A (the "Date of Grant™).

12. Compliance with Regulatory Matters. The Optionee acknowledges that
the issuance of capital stock of the Company is subject to limitations imposed
by federal and state [aw and the Optionee hereby agrees that the Company shall !
not be obligated to issue any shares of Stock upon exercise of this Option that 5
would cause the Company to violate law or any rule, regulation, order or i
consent decree of any regulatory authority (including without limitation the
Commission) having jurisdiction over the affairs of the Company. The Optionee
agrees that he or she will provide the Company with such information as is
reasonably requested by the Company or its counsel to determine whether the
issuance of Stock complies with the provisions described by this Section 12.

13. Restriction on Disposition of Shares. The shares purchased pursuant
to the exercise of an Incentive Stock Option shall not be transferred by the
Optionee except pursuant to the Optionee's will, or the laws of descent and
distribution, until such date which is the later of two years after the grant e
of such Incentive Stock Option or one year after the transfer of the shares to o
the Optionee pursuant to the exercise of such Incentive Stock Option.

L
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14. Miscellaneous.

(a) This Agreement shall be binding upon the parties hereto and their
representatives, successors and assigns.

(b) This Agreement is executed and delivered in, and shall be govemned by
the laws of, the State of Georgia.

(c) Any requests or notices to be given hereunder shall be deemed given,
and any elections or exercises to be made or accomplished shall be deemed made
or accomplished, upon actual delivery thereof to the designated recipient, or
three days after deposit thereof in the United States mail, registered, return
receipt requested and postage prepaid, addressed, if to the Optionee, at the
address set forth below and, if to the Company, to the executive offices of the
Company at 1901 Monireal Road, Suite [08, Tucker, Georgia 30084.

{d) This Agreement may not be modified except in writing executed by each
of the parties hereto.

(e) In the event that any one or more of the provisions or portion thereof
contained in this Agreement shall for any reason be held to be invalid, illegal
or unenforceable in any respect, the same shall not invalidate or otherwise
affect any other provisions of this Agreement, and this Agreement shall be
construed as if the invalid, illegal or unenforceable provision or portion
thereof had never been contained herein.

(f) Subject to the terms and conditions of the Plan, which is incorporated
herein by reference, this Agreement expresses the entire understanding and
agreement of the parties hereto. This Agreement may be executed in two or more
counterparts, each of which shall be deemed an original, but all of which shall
constitute one and the same instrument.
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IN WITNESS WHEREOQF, the Board of Directors of the Company has caused this
Stock Option Agreement to be executed on behalf of the Company and the
Company's seal to be affixed hereto and attested by the Secretary or an
Assistant Secretary of the Company, and the Optionee has executed this Stock
Option Agreement under seal, all as of the day and year first above written.

S,

MAXXIS GROUP, INC. OPTIONEE
By:

Name: Name:

Title: Address:
ATTEST:

Secretary/Assistant Secretary

[SEAL]
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_ SCHEDULE A
T TO :
STOCK OPTION AGREEMENT
BETWEEN
MAXXIS GROUP, INC.
AND
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Dated:

1. Number of Shares Subject to Option: shares.

2. This Option (Check one) [ ]is[ ]is not an Incentive Stock Option.

3. Option Exercise Price: S per share. —

4, Date of Grant;
5. Option Vesting Schedule:
Check one:

( ) Options are exercisable with respect to zall
shares on or after the date hereof.

( ) Options are exercisable with respect to the
number of shares indicated below on or after the date
indicated next to the number of shares:

No. of Shares Vesting Date
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6. Option Exercise Period:

Check One:

‘() All options expire and are void unless exercised on or
before ,

() Options expire and are void unless exercised on or

L N A S

-
¥

AR



"

before the date indicated next to the number of shares:

No. of Shares  Expiration Date

7. Effect of Termination of Employment of Optionee (if different from that set
forth in Sections 8, 9 and 10 of the Stock Option Agreement):

(8]
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SCHEDULEB
TO
STOCK OPTION AGREEMENT
BETWEEN
MAXXIS GROUP, INC.
AND -

NOTICE OF EXERCISE

1. Notice. The undersigned hereby notifies Maxxis Group, Inc. (the o

"Company") of thiselection to exercise the undersigned's stock option to

purchase . shares (the "Shares") of the Company's common stock, no
par value (the "Common Stock"), pursuant to the Stock Option Agreement (the
"Agreement") between the undersigned and the Company dated
Accompanying this Notice is (1) a certified or a cashier's check in the amount
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of S payable to the Company, and/or (2) shares of the
Company's Common Stock presently owned by the undersigned and duly endorsed or
accompanied by stock transfer powers or an authorization to the Company to
withhold Shares othenvise issuable upon exercise of the Option, in

each case having an aggregate Fair Market Value (as defined in the Maxxis
Group, Inc. 1998 Stock Option Plan) as of the date hereof of $ ,

such amounts being equal, in the aggregate, to the purchase price per share set

forth in Section 3 of the Agreement multiplied by the number of Shares being
purchased hereby (in each instance subject to appropriate adjustment pursuant

to Section 5.2 of the Agreement).

2. Covenants and Representations of Optionee. Optionee represents,
wartants, covenants and agrees with the Company as follows:

(a) The Option was received for Optionee’s own account without the
participation of any other person, with the mtent of holding the Option and
the Shares issuabte pursuant thereto for investment and without the inteat of
participating, directly or indirectly, in a distribution of the Shares and not
with a view to, or for resale in connection with, any distribution of the
Shares or any portion thereof.

(b) Optionee did not acquire the Option based upon any representation,
oral or written, by any person with respect to the future value of, or income
from the Shares subject to this Option, but rather uposn an independent
examination and judgment-as to the prospects of the Company.

(c) Optionee has received a copy of the Agreement and has had compleate
access to and the opportunity to review and make copies of all material
documents related to the business of the Company; Optionee has examined all of
these documents as he wished, is familiar with the business and affairs of the
Company, and realizes that the receipt of the Shares is a speculative
Investrnent and that any possible profit therefrom is uncertain.
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(d) Optionee has had the opportunity to ask questions of and receive
answers from the Cbmpany and any person acting on its behalf, to obtain all
information available with respect to the Maxxis Group, Inc. 1998 Stock Option
Plan (the "Plan"), the Company and its affairs and to receive all information
and data with respect to the Plan and the Company that he has requested and
which he has deemed relevant in connection with his receipt of the Option and
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the Shares subject thereto.

(e) Optionee is able to bear the economic risk of the investment,
including the risk of a complete loss of his investment, and Optionee
acknowledges that he must continue to bear the economic risk of the investment
i the Shares received upon Option exercise for an indefinite period.

(f) Optionee understands and agrees that the Shares subject to the Option
may be issued and sold to Optionee without regisiration under any state or
federal law relating to the registration of securities for sale and in that
event will be issued and sold in reliance on exemptions from registration under
appropriate state and federal laws.

(g) The Shares issued to Optionee upon exercise of the option will not be
offered for sale, sold or transferred by Optionee other than pursuant to:

(1) an effective registration under applicable state securities
laws or in a transaction which is otherwise in compliance with those
laws;

(i1) an effective registration under the Securities Act of 1933,
as amended (the 1933 Act"), or a transaction otherwise in
compliance with the 1933 Act; and

(1i1) evidence satisfactory to the Company of compliance with the
applicable securities laws. The Optionee shall provide to the
Company, at the Optionee's expense, a legal opinion which must b2
satisfactory to the Company and the Company's legal counsel, in
their sole discretion, stating that the offer and sale of such
Shares shall be in compliance with the foregoing laws.

(h) The Company will be under no obligation to register the shares
issuable pursuant to the Option or to comply with any exemption available for
sale of the Shares by the Optionee without registration; and the Company is
under no obligation to act in any manner so as to make Rule 144 promuigated
under the 1933 Act available with respect to sale of the Shares by the
Optionee. :

(1) A legend indicating that the Shares issued pursuant to the Option
have not been registered under the applicable securities laws and referring to
any applicable restrictions on transferability and sale of the Shares may be
placed on the certificate or certificates delivered to Optionee and any transfer
agent of the Company may be instructed to require compliance therewith.

A

(j) Optionee will notify the Company in writing at least 60 days prior to
any sale of Shares.
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(k) Acceptance by Optionee of the certificates(s) representing Shares
shall constitute a confirmation by Optionee that all agreentents,
representations, warranties and covenants made herein are true and comect at

that time.

IN WITNESS WHEREOF, the undersigned has set his hand and seal, this
day of , .

OPTIONEE [OR OPTIONEE'S
ADMINISTRATOR,
EXECUTOR OR PERSONAL

REPRESENTATIVE]

Name:
Position (if other than Optionee):

</TEXT>
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1901 MONTREAL ROAD
MAXXIS GROUP, INC.

THIS LEASE AMENDMENT AGREEMENT (hereinafter called the "Améndment") made
and entered into this 5th day of June, 1998, by and between MALON D. MIMMS, a
Sole Proprietorship (hereinafer called the "Landlord"); and MAXXIS GROUP, INC,,
(hereinafter called the "Tenant"); and RICHARD BOWERS & CO. (hereinafter called
the "Broker").

WITNESSETH

WHEREAS, by Lease Agreement dated March 17, 1997, (hereinafier collectively
called the "Lease™), Landlord leased to Tenant that certain premises
(hereinafter called the "Premises") situated at 1901 Montreal Road, Suites 112
and 113, Atlanta, Georgia 30084, as more particularly described in the Lease;
and

WHEREAS, Landlord and Tenant now desire to further amend the Lease so as to
extend the Term thereof and to make other changes as set forth hereinbelow.

NOW, THEREFORE, for valuable consideration paid by each of the parties to
the other, receipt of which is hereby acknowledged, it is agreed between the
parties as follows:

. Tenant shall expand from its current Premises into and including 1901
Montreal Road, Suites 112, 113 and 114, Atlanta, Georgia 30084
(hereinafter called the "Revised Premises'") on or before July 1, 1998.
_The Revised Premises contains approximately 7,430+ square feet.

2. The Revised Rental and Lease term shall commence on July 1, 1998 and
expire on Apnl 30, 2001.

3. The Revised Base Rent monthly shall be as follows:

<TABLE>
<CAPTION>
Base Rent Monthly
Common Area and Conmimon Area
_ BaseRent Maintenance Monthly ~Maintenance Monthly

Term - Monthly (Adjusted Annually)  (Adjusted Annually)
<S> <C> <C> <C>
October 1, 1998 - April 30, 1999 $4,477.00  §155.00 $4,632.00

May 1, 1999 - Apnl 30,2000 S§4,657.00 5155.00 54,812.00
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May 1,2000 - Apnl 30,2001 54,845.00 $155.00 $5,004.00
</TABLE>

4. Tenant hereby agrees to pay Landlord, on or before the first
of each month, Seventy Five and No/100 Dollars ($75.00) as Tenant's
estimated share of water/sewer usage for the {eased premises. Said
amount may be adjusted
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annually, or as Landlord deems necessary, which shall be based on
actual expenses incurred by Landlord.

5. a) Landlord will deliver to the Tenant all heating, venting
and air-conditioning systems and any other systeins (hereinafter
called the "Systems”) in place on the preperty as of the date the
Tenant takes possession of the Premises in working order. Upon
taking the possession of the Premises by the Tenant, the Tenant
shall have twenty (20) days within which to 1nspect, or cause said
Systems to be inspected, to detennine if any of the Systems are not
in reasonable working order. Tenant acknowledges that Tenant has a
duty and an ¢bligation to make such an inspection or cause such an
inspection to be made and notify the Landlord within the tinie
provided for herein of any non-compliance according to Section 12.1.
If the Landlord shall-not receive any such notice then, in such
event, it shall be conclusive that the Tenant has accepted the
Systems "as-is" "where-is" on the date of taking possession of the
Premises and Landlord shall have no further obligation with regard
to said Systeius except as provided for in the within Lease. Should
the Tenant notify the Landlord according to Section 12.1 of any
system which is not in working order, then the Landlord shall make
reasonable efforts to cause the systemn to be operating in reasonable
working order.

b} Landlord shall repaint the office walls.

c) Landlord shall recarpet the offices with standard
commercial grade 26-0z. glued down level loop pile carpeting.

All other agreements as contained in the Lease shall remain in full force
and effect.
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IN WITNESS WHEREOF, the said parties have executed this Lease Amendment,
the day and year first above written.

LANDLORD

Signed, sealed and delivered MALON D. MIMMS, A SOLE PROPRIETORSHIP
in the presence of:

By: /s/ Robert Mimms

/s/ Charles D. Lacy

\’o ary Public or Wiiness

Charles D. Lacy Title: Agent for Landlord
Name (Please Print)
Richard Bowers & Co.
l 1
TENANT
Signed, sealed and delivered MAXXIS GROUP, INC.

in the presence of:

By: /s/ Thomas Q. Cordy

/s/ Daniel McDonough

Notary Public or Witness

Daniel McDonough

Name (Please Print) - (Please Prmt)

Title: President and CEO
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EXHIBIT 10.20
LEASE AMENDMENT AGREEMENT

1901 MONTREAL ROAD
MAXXIS GROUP, INC..

THIS LEASE AMENDMENT AGREEMENT (hereinafter, called the "Amendment") made
and entered into this 14th day of August, 1998, by and between MALON D. MIMMS, a
Sole Proprietorship (hereinafter called the "Landlord"); and MAXXIS GROUP, INC,,
(hereinafter called the "Tenant"); and RICHARD BOWERS & CO. (hereinafter called

the "Broker").
WITNESSETH

WHEREAS, by Lease Agreement dated June 23, 1997, (hereinafter
collectively called the "Lease"), Landlord leased to Tenant that certain
premises (hereinafter called the "Premises") situated at 1901 Montreal Road,
Suite 108, Atlanta, Georgia 30084, as more particularly descrnibed in the Lease;
and

WHEREAS, Landlord and Tenant now desire to further amend the Lease so as
to extend the Term thereof and to make other changes as set forth hereinbelow.

NOW THEREFORE, for valuable consideration paid by each of the parties to
the other, receipt of which is hereby acknowledged, it is agreed between the
parties as follows:

L. Tenant shall expand from its current Premises into and _ .
includin§1901 Montreal Road, Suite 106, 108, and 110, ’ S
Atlanta, Georgia 30084 (hereinafter called the “Revised
Premises") on or before October 1, 1998. The Revised Premises

contains approximately 14,200+/- square feet.
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The Revised Rental and Lease term shall commence on October 1,
1998 and expire on Apnl 30, 2001,

3. The Revised Base Rent monthly shall be as follows:

<TABLE>
<CAPTION>
Commion Area Base Rent Monthly
: Maintenance and Conunon Area
Base Rent Monthly Maintenance Monthly
Term Monthly (Adjusted Annually) (Adjusted Annually)

<S> <C> <C> <C>

November [, 1998 - September 30, 1999 $8,130.00 $296.00 $8,426.00

Ociober 1, 1999 - September 30, 2000 $8,449.00 §296.00 $8,745.00

Qctober 1, 2000 - April 30, 2001 $8,781.00 §296.00 §9,077.00
</TABLE>

4, Tenant hereby agrees to pay Landlord, on or before the first
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of each month, Two Hundred Ninety Six and No/100 Dollars
(5296.00) as Tenant's estimated share of water/sewer usage for
the leased premises. Said amount may be adjusted annually, or
as Landlord deems necessary, which shall be based on actual
expenses incurred by Landlord.

a)

Landlord will deliver to the Tenant all heating,
venting and air-conditioning systems and any other
systems (hereinafter called the "Systems") in place
in Suites 106 and 110 as of the date the Tenant takes
possession of the Premises in working order. Upon
taking the possession of the Premises by the Tenant,
the Tenant shall have twenty (20) days within which
to inspect, or cause said Systems to be inspected, to
determine if any of the Systems are not in reasonable

working order. Tenant acknowledges that Tenant hasa "

duty and an obligation to make such an inspection or
cause such an inspection to be made and notify the
Landlord within the time provided for herein of any
non-compliance according to Section 12. 1. If the

LT O O T S

S mpfema sy

1

R



“w

Landlord shall not receive any such notice then, in
such event, it shall be conclusive that the Tenant

has accepted the Systems "as-is" "where-is" on the
date of taking possession of the Premises and
Landlord shall have no further obligation with regard
to said Systems except as provided for in the within
Lease. Should the Tenant notify the Landlord
according to Section 12.1 of any system which is not
in working order, then the Landlord shall make
reasonable efforts to cause the system to be
operating in reasonable working order.

b)  Landlord shall repaint the office walls in Suites 106
and 110.

¢)  Landlord shall recarpet the offices with standard
commercial grade 26-o0z. glued down level loop pile
carpeting in Suites 106 and 110,

d) Landlord shall construct up to 20'0" linear feet of
interior office wall and shall demolish to up 20'0"
linear feet of interior office wall per the
specificaiions of Tenant in each of Suites 106 and N
110. e

e)  Landlord shall install up to two (2) openings between
Suites 106 and 108, and up to two (2) openings
between Suites 108 and 110, each approximately 3'-0"
x 6'-8", at locations to be mutually determined
between Landiord and Tenant.

All other agreements as contained in the Lease shall remain in full
force and effect.
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IN WITNESS WHEREQF, the said parties have executed this Lease
Amendment, the day and year first above written.

LANDLORD

.

Signed), sealed and delivered MALON D. MIMMS, A SOLE PROPRIETORSHIP
in the presence of:
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/s/ Charles D. Lacy By: /s/ Robert Mimms

Name (Please Print)
Richard Bowers & Co.
TENANT
Signed), sealed and delivered MAXXIS GROUP

in the presence of:

/s! Danizl McDoncugh By: /s/ Thomas O. Cordy

_________________________________________________________________

"Daniel McDonough Name: Thomas O. Cordy
Name (Please Print) (Please Print)

Title: President and CEQ

(V%)
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<PAGE> 1
Exhbit 23.1

R

UK pertemp e b s vt %,

PR R

.
%
i
H
i




o

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

As independent public accountants, we hereby consent to the incorporation of
our report included in this Form 10-K, into the Company's previously filed
Registration Statement on Form S-1, registration number 333-38623.

/s/ Arthur Andersen LLP

Atlanta, Georgia
September 23, 1998

</TEXT>

</DOCUMENT>

<DOCUMENT>

<TYPE>EX-27.1

<SEQUENCE>6

<DESCRIPTION>FINANCIAL DATA SCHEDULE
<TEXT=>

<TABLE> <S> <(C>

<ARTICLE>S

<LEGEND>

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED
FROM THE

CONSOLIDATED FINANCIAL STATEMENTS OF MAXXIS GROUP, INC. FOR THE YEAR,

ENDED T
JUNE 30, 1998 AND IS QUALIFIED IN ITS ENTIRETY BY REFERENCE TO SUCH

FINANCIAL STATEMENTS.
<LEGEND>
<MULTIPLIER> 1
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<CURRENCY> U.S. DOLLARS

<S> <C>

<PERIOD-TYPE> YEAR .
<FISCAL-YEAR-END> JUN-30-1998
<PERIOD-START> JUL-01-1997
<PERIOD-END> JUN-30-1998
<EXCHANGE-RATE> 1
<CASH> 372,000
<SECURITIES> 10,000
<RECEIVABLES> 316,000
<ALLOWANCES> (40,000)
<INVENTORY> 218,000
<CURRENT-ASSETS> 959,000
<PP&E> 169,000
<DEPRECIATION> (45,000)
<TOTAL-ASSETS> 1,263,000
<CURRENT-LIABILITIES> 775,600
<BONDS> 0
<PREFERRED-MANDATORY> 0
<PREFERRED> 200,000
<COMMON> 574,000
<OTHER-SE> (290,000)
<TOTAL-LIABILITY-AND-EQUITY> 1,263,000
<SALES> 6,991,000
<TOTAL-REVENUES> 6,991,000
<CGS> 2,076,000
<TOTAL-COSTS> 7,085,000
<OTHER-EXPENSES> 5,009,000
<LOSS-PROVISION> 0
<INTEREST-EXPENSE> 2,000
<INCOME-PRETAX> (96,000)
<INCOME-TAX> 0
<INCOME-CONTINUING> (96,000)
<DISCONTINUED> 0
<EXTRAORDINARY> 0
<CHANGES> 0
<NET-INCOME> (96,000)
<EPS-PRIMARY> (0.06)
<EPS-DILUTED> (0.06)

</TABLE>

</TEXT>
</DOCUMENT>
</SEC-DOCUMENT>
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Total NEL FEVEMUES...vveererveeeerreeeeeeeeeeemreevesreseaas 2,691,000 6,991,000

Cost of services:

CommuniCations SEIVICES. . ocveierrerioieeeereeaeeeeiieeearneeas 761,000 1,351,000

Nutritional products........ccccvvvevinieiniiicr e -- 294,000

Marketing services.......coov oo 255,000 431,000

Total cost of SerVICES..iviviirrrerceiiaie e 1,016,000 2,076,000

GTOSS MATZIT... oot eeeeeecie e 1,675,000 4,915,000
Operating expenses:

Selling and marketing......cooocovoii e 1,089,000 2,665,000

General and administrative........occcoooee. e 660,000 2,344,000

Total operating exXpenses.....cocvivcicvieeiciaacns 1,749,000 5,009,000
[NtereSt EXPEIMSE. . vioieieiri ettt - 2,000
Loss before income tax benefit..........c.ooviiiinn, (74,000) (96,000);- .
Income tax benefit......cccoovviiiiiii - --
N 0SS ittt e et eaee e e (74,000) S (96,000)
PER SHARE DATA:
Net loss per share......coooviiiiieniiiicicccec S (0.05)" § (0.06)
Weighted average number of shares outstanding.........cccccceeeranne 1,571,187 1,571,187
<CAPTION>
AS OF JUNE 30,
1997 1998

BALANCE SHEET DATA: .
Working capital.....m ..o S (13,000) $§ 180,000
Propérty and equipment, net.........ccccovurrunn.. 92,000 169,000
Total @SSetS.cciiiiiiiiiirieerieee et e 596,000 1,263,000
Long-term obligations......ccocooveiiviiniicincen. .- -
Shareholders' equity........coooveniiiiinin - 293,000 434,000
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND :
RESULTS OF OPERATIONS
) The following discussion and analysis should be read in conjunction
with the "Selected Consolidated Financial Data" and the Consolidated Financial
. Statements and Notes thereto included elsewhere in this Report. This Report
i contains certain fonvard-locking statements relating to, without limitation,
;{ future economic performance, plans and objectives of management for future

operations and projections of revenues and other financial items that are based
on the beliefs of the Company's management, as well as assumptions made by, and
information currently available to, the Company's management. When used in this

Report, the words "intends,” "believes,” "anticipates,” "estimates,” "may,"

"eould," "should," "would," "will," "plans” and similar expressions and

variations thereof are intended to identify forward-looking statements. The i
cautionary statements set forth elsewhere in this Report identify important
factors with respect 1o such forward-looking statements, including certain
risks and uncertainties, that could cause actual results 1o differ materiaily
from those in such forward-looking statements.

T

.
£
:

Maxxis was incorporated on January 24, 1997 and began accepting [As
and marketing communications services in March 1997. The Company conducts all
of its business and operations tlhwrough its wholly-owned subsidiaries: Maxxis
2000; Maxxis Communications; and Maxxis Nutritionals.

b el ey

Maxxis 2000 is a network marketing company that curtently markets
1-Plus long distance service, travel cards, prepaid phone cards, 800 service
and intemmaticnal telecommunications services, Intemnet access and Web-page
development and hesting services, and nutntional-and health enhancement
products. Maxxis Communications obtains telecommunications services and
purchases time for its prepaid 1 hour, 30 minute and 10 minute phone cards from
CRC. Maxxis Communications also provides Intemnet access through its agreement
with InteReach. Maxxis Nutritionals purchases private label nutritional and
health enhancementproducts from various suppliers. The Company believes that
K its multi-level network marketing system allows 1t to obtain customers f{or its
products in a cost effective manner and to enhance customeér retention because
of the relationships between the Company's IAs and customers. The
telecommunications cusiomer base developed by the Company's IAs provides a
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polential customer base for the Company's nutritional and health enhancement
products, Intemnet-related seivices and for future products.

The Company derives revenues from communications services, nutritional
products and marketing services. Communications services revenues are comprised
of sales of prepaid phone cards to the Company's JAs and commissions from the
Company's agreement with CRC whereby the Company receives a percentage of the
long distance billings received by CRC from the customers originated by the
Company's 1As, net of allowances for bad debts and billing adjustments. The
Company's aggregate revenues from 1-Plus services were 525,000, or only 0.9% of
{otal revenues, for the Inception Period, and $1,178,000, or 16.9% of total
revenues, for the year ended June 30, 1998. Because of the administrative
procedures that must be complied with in order to establish 1-Plus customers
and to collect the usage and access fees {rom the LECs, there is generally a
delay of up to three 1o four months from the time a prospective custoner
indicates a desire 10 become a 1-Plus customer and the time that the Company
begins to receive commissions from such customer's usage. In the future, the
Company believes ihat commissions generated on the sales of 1-Plus long
distance services will constitute an increasing percentage of its total
revenues. In September 1998, the Company began providing Intemnet access and
Web-page development and hosting services. Accordingly, the Company derived no
revenue from such services for the year ended June 30, 1998,

Nutritional products revenues mclude sales of private-label
nutritional products to the Company's [As. Recently, the Company began
marketing new health enhancement products and additional nutritional products,
mncluding a weighi management program and skin care sysiem. Marketing services
revenues include application fees from IAs and purchases of sales aids by IAs,
including distributor kits which consist of forms, promotional brochures, audio
and video tapes, markeling materials and presentation materials, Marketing
services revenues also include training fees paid by MDs. To become an
associate, individuals (other than individuals in North Dakota) must complete
an application and purchase a distnibutor kit for $99. 1As also pay an annual
non-refundable fee in order to maintain their status as an IA, which fee the
Company amortizes over the renewal period. To become a MD, a senior associate,
director or regional director must atiend a Company approved training school.
The fee to
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attend the training school 1s currently S99, and MDs must attend continuing
cducation training schools cach year which also are subject to a fee. The
training fees are recognized at the time the training is received. The Company
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does not receive any fees from JAs for the training provided by MDs or national
training directors.

Cost of services consists of communications services cOsts,
nutritional products costs and marketing services costs. Communications
services cost consists primarily of the cost of purchasing activated prepaid
phone cards. Nutritional products cost consists of the cost of purchasing
private label nutritionai products. Marketing services cost includes the costs
of purchasing IA distributor kits, sales aids and promotional matenals and
training costs. Operating expenses consist of selling and marketing expenses
and general and administrative expenses. Selling and marketing expenses include
commissions paid to 1As based on (i) usage of long distance services by
customers, (i1) sales of products o new IAs sponsored into the Company and
(ii1) sales of additional products and services to customers. General and
administrative expenses include costs for LA support services, information
systems services and administrative personnel to support the Company's

operations and growth.

The Company has a limited operating history, and its operations are
subject to the risks inherent in the establishment of any new business. The
Company expects that it will incur substantial imtial expenses, and there can
be no assurance that the Company will achieve or maintain profitability. If the
Company continues to grow rapicly, the Company will be required to continuaily
expand and meodify its operational and financial systems, add additional IAs and
new customers, and train and manage both cwrent and new employees and JAs,
Such rapid growth would place a significant strain on the Company's operational

"resources and systems, and the failure to effectively manage this projected

growth could have a meterial adverse effect on the Company's business,
financial condition and results of operations.
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RESULTS OF OPERATIONS

0

The following table sets forih the percentage of total revenues
atiributable to each category for the periods shown.

<TABLE>
<CAPTION>

<S>
Net revenues:

Communications services
Nutritional products
Marketing services

Total net revenues

Cost of services:

Communications services
Nutritional products
Marketing services

Total cost of services
Operating expenses:
Selling and marketing

General and administirative

Total operating expenses

</TABLE>

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

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

JANUARY 24, 1997

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

(INCEPTION) YEAR ENDED
TO JUNE 30, 1997 JUNE 30, 1998
<C> <C>
86.3% 75.7%
- 7.5
13.7 16.8
100.00% 100.00%
28.3% 19.3%
-- 4.2
9.5 6.2
37.8 29.7
40.5 38.1
24.5 335
65.0% 71.6%

The Company was incorporated in January 1997 and commenced operations
in March 1997. No comparisons are presented for the year ended June 30, 1998
compared 1o the Inception Period because the Company commenced operations in
March 1997 and the Company believes the comparisons would not be meaningful.

<PAGE> 17
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Similarly, no comparisons are presented for the Inception Period because the
Company was not in existence for the corresponding period in 1990.

YEAR ENDED JUNE 30, 1998

Net Revenues. Toial net revenues are derived from sales of
commimications services, nutritional products and marketing services net of any
retums of prepaid phone cards, distributor Kits or other products. Total net
revenues were $6,991,000 for the year ended June 30, 1998. For the year ended
June 30, 1998, conmunications services revenues were $3,293,000, or 75.7% of
total revenues. Comimunications services revenues consis: of sales of prepaid
phone cards by and to IAs and commissions and fees generated from long distance
customers. For the year ended June 30, 1998, nutritional products revenues were
$526,000, or 7.5% of 1otal net revenues. Nuiritional products revenues consist
of sales of private label nutritional products. For the year ended June 30,

1998, markeiing services revenues were S1,172,000, or 16.8% of total revenues.
Marketing services revenues consist of application fees paid by IAs, purchases
of sales aids by [As and traiming fees paid to become a MD.

Cost of Services. Cost of services includes communications services
costs, nutritional producis costs and marketing services costs. Total cost of
services for the vear ended June 3G, 1998 was $2,076,0600, or 29.7% of total
revenues. For the year ended June 30, 1998, communications services cost was
$1,351,000, or 19.3% of 1o1al revenues. Communications services cost consist
primarily of the cost of purchasing activated prepaid phone cards from CRC. The
Company then sells the activated phone cards 1o its IAs. Communications
services cost also includes, as a minor component, the cosis of materials that
are used to package the phone cards. For the year ended June 30, 1998,
nutritional products cost was $294,000, or 4.2% of total revenues. Nutritional
products cost consisis of the cost of purchasing private label nutritional
products. Marketing services cost was $431,000, or 6.2% of total revenues, for
the year ended June 30, 1998. Marketing services cost primarily consists of the
costs of purchasing application kits, sales aids and promotional materials and

traming costs.

Operating Expenses. For the year ended June 30, 1998, selling and
marketing expenses were $2,665,000, or 38.1% of total revenues. Selling and
marketing expenses consist of commissions paid to [As based on (i) usage of
long distance services by customers, {ii) sales of products to new IAs
spensered into the Comipany and (141) sales of additional produets and services
to customers. General and administrative expenses were $2,344,000, or 33.5% of
total revenues, for ilie year ended June 30, 1998. General and admiinistrative
expenises consist of salary expense for the Company's customer service
personnel, office staff and executive persomnel and the cost of IA support

services and information systems services.
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INCEPTION PERIOD (JANUARY 24, 1997 TO JUNE 30, 1997)

Net Revenues. For the Inception Period, communications services
revenues were $2,322,000, or 86.3% of total revenues, and marketing services
revenues were $369,000, or 13.7% of total revenues. Communications services
revenues consist of sales of prepaid phone cards by and to the Company's IAs
and commissions and fees generated from long distance usage customers. This
amount was minimal for the Inception Period because no customers were utilizing
Jong distance services until May 1997. Marketing services revenues include
application kit fees from IAs, purchases of sales aids by IAs and training fees

paid to become a MD.

Cost of Services. Communications services cost was $761,000, or 28.3%
of total revenues, for the Inception Period. Communications services costs
include the cost of purchasing activated prepzaid phone cards. Marketing
services cost, which includes the costs of application kits and promotional
materials, was $255,000, or 9.5% of total revenues, for the Inception Period.

T
X
E
&

Operating Expenses. Selling and marketing expenses principally consist
of commissions paid to IAs based on (i) usage of long distance services by
customers, (ii) sales of products and services to new IAs sponsored into the
Company and (i) sales of additional products and services to customers.
Selling and marketing éxpenses were $1,089,000, or 20.5% of total revenuss, for
the Inception Period. General and administrative expenses were

£
g 15
£ <PAGE> 18
{.‘ $660,000, or 24.5% of total revenues, for the Inception Period. General and
i administrative expenses consist primarily of salary expense for the Company’s
customer service personnel, office staff and executive personnel. Such expenses
7 also include costs for IA support services and information systems services.
SEASONALITY AND UNAUDITED QUARTERLY FINANCIAL INFORMATION
;’ The Company has historically experienced, and expects to continue to
v experience, significant seasonal fluctuations in the recruitment of its IAs and
5 the =al2 of its products and services. The Company's annual summit oecnrs in
] the first quarter of the Company's fiscal year, which has historically caused-
g‘ ~  anincrease in the number of the Company's 1As and sales of the Company's

‘«  products and services. Historically, revenues have been lower in the second
!.’ quarter than in other quarters of a given year because of the number of new [As
! added and product and service sales have historically declined during the
holiday season. The Company's operating resuits may vary significantly in the
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future, partly due to such seasonal fluctuations. The Company believes that
recruitment of jis IAs and sales of its products and services will continue to
follow this seasonal cycle. The Company's quarterly results may fluctuate
significantly as a result of such seasonality. Because of the potential
quarterly fluctuations in the Company's revenue and operating results, results
for any particular quarter may not be indicative of future quarterly or annual

results, -
<TABLE>
<CAPTION>
QUARTER ENDED
INCEPTION _ -rorserermermmaresnresntasmcsmrmcoemsemensan s scscoses
PERJOD SEPT. 30,1997 DEC. 31,1997 MAR.31,1998 JUNE 30, 1998
<S> <C> <C> <C> <C> <C>

STATEMENT OF OPERATIONS DATA:

Net revenues: . .
Communications Services.... . $2322,000 8 [,465000 § 1,122,000 S 1,352,000 § 1,354,000
- 186,000 155,000 185,000

Nutritional products..coooo.n.. -- .

Marketing services. ... 369,000 353,000 318,000 224,000 277,000
Total net revenues................ 2,691,000 1,818,000 1,626,000 1,731,000 1,816,000

Cost of services:

Communicalions services. ... 761,000 438,900 430,000 213,000 270,000 |

Nutritional products.....coo.ooeve. - -- 77,600 116,000 71,000

Marketing services................... - 235,000 101,000 127,000 111,000 92,000
Total cost of services.......... 1,016,000 539,000 634,000 150,000 433,000

Gross margin.......cco.ooeveneeenn

Operating Expenses:

Selling and marketing....c.cooeenveee. 1,089,000 716,000 610,000 668.000 671,000
General and administrative............. 660,000 597,000 514,000 542,000 691,000
Total operating expenses.......... 1,749,000 1,313,000 1,124,000 1,210,000 1,362,000

Interest income {expenss) i - -- 2,000 (2,600) 2,000
Income (loss) before income tax benefit... (74,000) (34,000) {134,000) 53,000 19,000

Income tax benefitverienne.. - -- -- -- --
Net income {1088)...ccoovvrecrecininn S (7400008 (34,000) S (134,000) S 53,000 § 19,000

PER SHARE DATA: - . ‘ '
Netincome (loss) per share........... § (0.05)S (0.02) § {0.08) & 005 S 0.01

</TABLE>
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LIQUIDITY AND CAPITAL RESOURCES

Since inception, the Company has primanly financed all of its
operations through the sale of ils securities in private placements. During the
year ended June 30, 1998, cash flows from financing activities totaled
approximately 587,000 related to the sale of Common Stock and $200,000 related
to the sale of preferred stock. In November 1997, the Company entered into a
demand promissory note to fund expenses incurred n connection with the launch
of the Company’s nutnitional product line. As of March 23, 1998, the Company
had borrowed $200,000 under such promissory note. On March 23, 1998, the
Company converted the outstanding principal amount under the promissory note
into units ("Units") at a price of $5.50 per Unit with each Unit consisting of
one share of convertible preferred stock (the "Preferred Stock") and a warrant
(a "Warrant") to purchase one share of Common Stock at a price of $5.50 per
share. The Preferred Stock is: (i) non-voting; (ii) entitled to an antidilution
adjustment only upen a stock split, recapitalization or sinnlar event; (i11)
entitled to a liquidation preference over the Common Stock; and (1v)
convertible into Common Stock at the option of the holder at any time
comencing 14 monihs following the date of the issuance of the Preferred Stock
and automatically upon the closing of a public offering that

: 16
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occurs at least 14 months following the issvance of the Preferred Stock and
{hat provides gross proceeds to the Company of at least $7,500,000. The
Warrants are entitled to an antidilution adjustiment only upon a stock split,
recapitalization or similar event, are not exercisable until 14 months

following their date of issuance and remain exercisable at the option of the
holder until the seventh anniversary of their jssuance. The rights of the

holders of Conunon Stock will be subject to, and may be adversely affected by,
the rights of the holders of the Preferred Stock and any additional preferred
stock that may be issued in the future.

In February 1998, the Company entered into a note with Thomas O. Cordy
(the "Cordy Note") to memorialize a loan in December 1997 of $53,000 from M.
Cordy to the Company to fund certain operational expenses. As of June 30, 1998,

the Cordy Note had been repaid in full.

As of June 30; 1998, the Company had cash of $372,000 and working
capital of $180,000. Cash provided by operating activities for the year ended
June 30, 1998 was $235,000. The Company's investing activities principally
consisted of capital expenditures of 115,000 and software development and
organizational cosis of 570,000 for the year ended June 30, 1998,




5.
=
:

e e s oyt i

“,

" @ ®

The Company anticipales that cash generated from operations, together
with additional borrowings or equity financings, will be sufficient to meet the
Company's capital requirements for the next 12 months. However, if the Company
does not receive sufficient funds from its operations and borrowings and equity
financings to fund its operations, the Company may need 1o raise additional
capital. In addition, any increases in the Company's growth rate, shortfalls in
anticipated revenues, increases in expenses or significant acquisitions could
have a material adverse effect on the Company's liquidity and capital resources
and could require the Company 1o raise additional capital. The Company may also
need to raise additional funds in order to take advantage of unanticipated.
opportunities, such as acquisitions of complementary busmesses or the
development of new products, or otherwise respond to unanticipated competitive
pressures. Sources of additional capital may include venture capital financing,
cash flow from operztions, additional lines of credit and private equily and
debt financings. The Company's cash and financing needs for 1998 and beyond
will be dependent on the Company's level of 1A and customer growth and the
related capital expenditures, advertising costs and working capital needs
necessary 1o support such growth. The Company believes that major capital
expenditures may be necessary over the next few years to develop additional
product lines to sell through its IAs and to develop and/or acquire
information, accounting and/or inventory control systems to monitor and znalyze
the Company's growing mulii-level network marketing system. The Company has not
identified financing sources to fund such cash needs 1 1998 and beyond. There i
can be no assurance that the Company will be zble to raise any such capital on
terms accepiable to the Company or at all.

YEAR 2000 COMPLIANCE

Many installed computer software and network processing systems
currenily accept only two-digit entries in the date code field and may need to
be upgraded or replaced i order to accurately record and process informaiion
and transactions on and after January 1, 2000. The Company's business and
relationships with its customers and 1As depend significantly on a number of
computer software programs, internal operating systems and connections to other
networks, and the failure of these programs, systems or networks to
successfully address the Year 2000 problem could have a material adverse effect
on the Company's business, financtal condition and results of operations. The
Company is in the preliminary stages of assessing the extent to which its
internal systems and software and the network connections it maintains are
adequately programmed to address the Year 2000 issue. In addition, the
Company's ability to provide services and support to its customers and IAs’
depends upon the céniinued junctioning of the sofiware progranis, operating
systems and networking used by its vendors and suppliers, and the Company is
also in the preliminary stages of assessing the extent to which its vendors and
suppliers have successfully addressed the Year 2000 problem. It currently is
impossible for the Company 1o predict the potential expenditures that may be
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required or the delay or interruption in service that may result due to the

Year 2000 problem. Any failure by the Company or its vendors or suppliers to
successfully address the Year 2000 problem could significantly interrupt the
business operations of the Company and have a material adverse effect on the
Company's business, financial condition and results of operations. The Company
has not currently established a contingency plan, but the Company intends to

create one as soon as practicable,
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET
RISKS

Not applicable.

ITEM S. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The Consolidated Financial Statements of the Company, inciuding
the Company's consolidated balance sheets as of June 30, 1998 and 1997 and ;
consolidated statements of operations, shareholders’ equity and cash flows for
the year ended June 30, 1998 and for the period from Inception (January 24,
1997) to June 30, 1997 together with the report thereof of Arthur Andersen LLP,
dated September 4, 1598 are included on pages F-1 through F-15 of this Report.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS IN

ACCOUNTING AND
FINANCIAL DISCLOSURE

The Company has no disagreements on accounting or financial
disclosure matters with its accountants nor did it change accountants during

the year ended June 30, 1998.
PART IIT
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

EXECUTIVE OFFICERS AND DIRECTORS

The directors and executive officers of the Company are set forth
below. The Company's Board of Directors consists of nine directors divided into
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three classes of directors, serving staggered three-year terms. Directors and
executive officers of the Company are elected to serve until they resign or are
removed, or are otherwise disqualified to serve, or until their successors are
elected and qualified. Directors of the Company are elected at the annual
meeting of shareholders. Officers of the Company are appointed at the Board's
first meeting after each annual meeting of shareholders. The ages of the
persons set forth below are as of June 30, 1998.

<TABLE>
<CAPTION>
' TERM AS
DIRECTOR
NAME AGE  POSITIONS WITH THE COMPANY
EXPIRES
<S> <C> <C> <C>
Ivey J. Stokes.....ococoveee 39 Chairman of the Board of Directors
. Thomas Q. Cordy.....ccceceen. 57 Chief Executive Officer, President and Director
Daniel McDonough............... 50 Chief Financial Officer
James W. Brown................. 62 Executive Vice President, Secretary and Director
Larry WV, Gates, I1............ 35 Vice President-- Human Resources and Director
Charles P. Bemstein........... 48 Direcior
Alvin Curry. ..o, 41 Direcior
Robeit J. Glover, Jr........... 37 Director
Terry Harris..oooovvvvin 44 Director
Philip E. Lundquist........... 62 Director
</TABLE>
18
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IVEY J. STOKES has served as Chairman of the Board of Directors of the
Company since its inception. Mr. Stokes began his marketing career in 1982 at
A.L. Williams Corporation {("A.L. Williams") where he became cne of less than
400 National Sales Directors out of 1.3 million insurance agents. In March
1991, Mr. Stokes left the financial services industry to launch his own
independent marketing firm, Global Marketing Alliance ("Global Alliance"). Over
the next five years, Mr. Stokes becanie one of the leading money eamers in
several national network marketing firms. Mr. Stokes' marketing firm, Global
Alhance, has sponsdred and trained over 130,000 distributors since 1991. Mr.
Stoké€s has a bachelors degree in industrial management from the Georgia
Institute of Technology.

THOMAS O. CORDY has served as C]1iefExecutive Officer and President

1998
1958
1999
1999
2000
1998
1999

2000
2000
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and as a Director of the Company since May 1997. Prior to that time, he served
as President and Chief Executive Officer of C1 Cascade Corp. Mr. Cordy
currently serves as Vice Chairman of the Board of Trustees of Clark Atlanta
University, Chairman of the Board of Renaissance Capital Corporation and as a
Director of Cox Enterprises. Mr. Cordy has a bachelors degree from Morehouse
College and a masters degree from Atlanta University. Mr. Cordy has aitended
the Stanford Executive Program at the Stanford School of Business and the
University of Oklahoma National Lending School.

DANIEL MCDONOUGH has served as Chief Financial Officer of the Company
since October 1997. Prior to his employment with the Company, Mr. McDonough
provided financial consuliing services to a number of start up companies at
Creative Benefits, Inc. In addition, from 1992 to 1994, Mr. McDonough was the
controller of Jostens Leaming Corporation, a $75.0 million technology company
specializing in educational software. Prior to his employment with Jostens, Mr.
McDonough served as assistant controller to Alumax, Inc., a $2.5 billion
integrated aluminum company with over 100 manufacturing operations throughout
the United States: From 1973 to 1980, Mr. McDonough was employed by Price
Waterhouse & Co. Mr. McDonough is a licensed CPA znd zlso holds a masters of
business administration degree from the University of Buffzlo.

JAMES W, BROWN currently serves as Executive Vice President 2id
Secretary of the Company and has been a Director of the Company since May 1997.
He served as President end Chief Executive Officer of the Company from
inception to April 1997. He has also served as Chief Executive Officer,

President and a Director of Maxxis 2000 since its inception. From 1995 10 1997,
Mr. Brown has served 25 a manager of NetWorld Communications, L.L.C. Since
1979, Mr. Brown has also served as President and Chief Executive Officer of
Marketing Ideas, Ltd. Mr. Brown has a bachelors degree from the University of
Georgia. He also attended the John Marshall School of Law and the American
Mutual Institute of Management.

LARRY W. GATES, II has served as Vice President of Human Resources
since the Company's inception and as a Director of the Company since May 1997,
Mr. Gates became a part-time independent insurance agent for A.L. Williams in
1989 while serving in the U.S. Anmy. In 1993, he left the financial services
industry and became a full-time independent marketer of telecommunications
services through his own independent marketing fism, Classic Enterprises. Mr.
Gates built a downline of over 10,000 distributors between 1993 and 1996. Mr.
Gates has an associates degree from Pierre College.

CHARLES P BERNSTEIN has served as a Director of the Company since May
1997 Since 1992, Mr. Bemstein has also served as President of Harvest
Mortgage Co. From 1989 to 1992, Mr. Bemstein was the Vice President of
Nationwide Mortgage Resources, an underwriter and servicer of loans on
residentiai and commercial real estate. Mr. Bemstein holds an associates
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degree from the University of South Carolina.

]
i}

ALVIN CURRY has served as a Director of the Company since its
inception. He also serves as Executive Vice President and Chief Operating
Officer of Maxxis 2000. Mr. Curry started his marketing career in 1986 with
A.L. Williams, where he attained the position of Senior Vice President in less
than three years. In March 1991, Mr. Curry left the financial services industry
to join Mr. Stokes in Global Alliance. Mr. Curry attended Northwest Mississippi
Junior College and Tacoma Community College, and he received a degree from the

Knapp College of Business.
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ROBERT JAMES GLOVER, JR. has served as a Director of the Company since
its inception. Mr. Glover started his marketing career as an independent
insurance agent with A L. Williams in 1983, where he attained the sales
position of Senior Vice President. In December 1993, Mr. Glover left the
financial services indusiry and became an independent marketer of
telecommumications services through his own independent marketing firm. Glover
Enterprises. Mr. Glover's network marketing firm has sponsored and trainsd over
10,000 distributors. Mr. Glover attended Maryland University.

TERRY HARRIS has served as a Director of the Company sinee May 1997,
Since 1982, Mr. Harris has served as Pastor and President of Tacoma Christian
Center Inc. Mr. Harris has a bachelors degree from the University of Puget
Sound and attended Riiema Bible School.

PHILIP E. LUNDQUIST has served as a Director of the Company since May
1997. He also serves as Chainnan of Christopher Partners Inc. Since 1988, Mr.
Lundquist has owned 2nd operated an investment banking consulting company as a
sole proprietorship. From 1985 to 1988, Mr. Lundquist was the Director of
Corporate Finance for Deloitte Haskins & Sells in Atlanta, Georgia. Mr.
Lundquist has a bachelors degree from Williams College and attended the
Institute of Investment Banking at the Wharton School, University of
Pennsylvania.

COMMITTEES OF THE BOARD

The Executivé Committee of the Board of Directors excreises, dunng
the nsterval between Board meetings, all of the powers of the Company's Board
of Directors within certain limitations. During the year ended June 30, 1998,
the Executive Conuniiice was composed of Thomas O. Cordy, Alvin Curry and Ivey

I. Stokes and held two meetings.
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The Audit Commitiee of the Board of Directors reviews, with the
Company'’s independent public accountants, the annual financial statements of
the Company, reviews the work of such independent public accountants and makes
annual recommendations to the Board of Directors for the appointment of
independent public accountants for the ensuing ycar. The Audit Committee also
reviews the effectiveness of the financial and accounting functions,
organization, operations and management of the Company. Duning the year ended
June 30, 1998, the Audit Committee was composed of Charles P. Bernstein, Terry
Harris and Philip E. Lundquist and did not hold any meetings.

The Compensation Committee reviews and recontmends to the Board of
Directors the compensation and benefits of all officers of the Company and
administers the issuance of stock options to the Company's officers, employees,
consultants and advisors. The Compensation Committee also reviews general
policy matters relating toe compensation and benefits of employees of the
Company. During the year ended June 30, 1998, the Compensation Committee was
composed of Charles P. Bemstein, Ter ry Harris and Philip E. Lundquist and did

not hold any meetings.

The Company does ot have a standing nominating committee. The Board
of Divectors or the Executive Comuittee neminates candidates to stand for
clection as directors. The Amended 2nd Restated Bylaws of the Company permit
shareholders to make nominations for directors but only 1f such nominaiions are
made pursuant to timely notice in wnting to the Secretary of the Company. To
be timely, notice of shareholder nominations for directors must be delivered n
writing to the Secretery of the Company no later than 90 days prior to the
anniversary of the previous year's annual meeting, together with the identity
of the nominator and the number of shares of Common Stock owned, directly or

indirectly, by the nominzior.

During the year ended June 30, 1998, the Board of Directors of the
Company held four meetings. All of the directors of the Company attended 75% or
more of the aggregate of all Board meetings and all meetings of committees of

which they were members.
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ITEM 11. ‘ EXECUTIVE COMPENSATION
DIRECTOR COMPENSATION

Members of the Board of Directors are reimbursed for their
out-of-pocket expenses for each meeting atiended, but otherwise serve without
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compensation.

EXECUTIVE COMPENSATION

The following Summary Compensation Table sets forth the compensation
eamed by the Company's Chief Executive Officer during the year ended June 30,

‘1998 and the Inception Period. No other executive officers of the Company

received a combined salary and bonus in excess of $100,000 during the year
ended June 30, 1998.

SUMMARY COMPENSATION TABLE

<TABLE>
<CAPTION>

ANNUAL COMPENSATION
NAME AND PRINCIPAL POSITION PERIOD SALARY BONUS(1)
<S> <C> <C> <C>
Thomas O. Cordy......ccoovrieiinnnnns Fiscal 1998 S 41,600 S 83,400
Chief Executive Officer and President Inception Perlod 3,250 --

</TABLE>

(1) Represents amounts accrued as bonus compensation for the periods
presented.

OPTION GRANTS DURING 1998

As of June 30, 1998, no options had been granted to the Chief
Executive Officer of the Company, and no executive officer of the Company
received a combined salary and bonus in excess of $100,000 during the year

ended June 30, 1998.
EMPLOYMENT AGREEMENTS

The Company has entered into employment agreements (collectively, the
"Employment Agreements") with Messrs. Cordy and Brown. The Company intends to
enter into an employnient agreement with Mr. McDonough. Generally, the
Employment Agreements provide for a minimum weekly salary. In addition, the
employee may participate in a bonus program and shall be eligible to receive
quarterly or annual payments of a performance bonus based upon the achievement
of targeted levels of performance and such other criteria as the Board of
Directors shall establish from tine to time, Each employee may participate in
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insurance and other benefit plans of similarly situated employees, including
any stock option plans of the Company.

Each of the Employment Agreements has a term of one year, and the term
renews daily for an additional year until either party fixes the remaining term
at one year by giving written notice. The Company can terminate each employee
upon death or disability (as defined in the Employment Agreements) or with or
without cause upon delivery 1o the employee of a notice of tennination. I the
employee is terminated because of death, disability or cause, the employee will
receive any accrued compensation through the termination date and any accrued
performance bonus, unless the employee is terminated for cause. If the employee
is terminated without cause, the Company shall pay the employee severance
payments equal to his minimum base salary for each week during the six-month
period following the termination date. If the employee is a director or officer
of the Company or any of its affiliates, the employee shall tender his
resignation to such positions effective as of the termination date.

Under the Employment Agreements, each employee agrees to maintain the
confidentiality of the Company's trade secrets and confidential business
information. The employee also agrees for a period of one year following the
termination date, i1f he is terminated or resigns for any reason, not to compeie
with or solicit employees or customers
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of the Company or any of its affiliates within a 30-mile radius of the
Company's corporate offices; provided, that if the employee is terminated
without cause, the non-compete period shall be six months.

SALES REPRESENTATIVE AGREEMENTS

The Company entered into independent sales representative agreenients
(collectively, the "Sales Representative Agreements") with ten independent
sales representatives, including Messrs. Stokes, Gates and Glover. The Sales
Representative Agreements provide for a minimum fee of S800.00 per week. Each
sales representative is also be eligible to receive quarterly payments of a
performance bonus which is a percentage of total revenue from Maxxis 2000. To
be paid a bonus, a sales representative must have 180 new activationsina
quarter. The bonus amount is then determined by the number of open centers in
that quarter. The bonus ranges from 1% of total revenue from Maxxis 2000 if
four centers are opened to 5% of the revenue if 20 centers are opened. Each
sales representative 1s an independent contractor, and the Company does not
exercise control over the activities of the sales representatives other than as
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set forth in the Sales Representative Agreements.

Each of the Sales Representative Agreements has a term of one year,
and the term renews daily for an additional year until either party fixes the
remaining term at one year by giving written notice. The Company can terminate
each sales representative upon death or disability (as defined in the Sales
Representative Agreements) or with or without cause upon delivery to the sales
representative of a notice of termination. If a sales representative 1s
terminated, the sales representative will receive any accrued fees through the
termination date and any accrued performance bonus, unless the sales
representative is terminated for cause. If the sales representative is a
director or officer of the Company or any of its affiliates, the sales
representative shall tender his resignation to such positions effective as of
the termination date. Under the Sales Representative Agreements, each sales
representative agrees 10 maintain the confidentiality of the Company's trade

secrets and confidential business information.

CONSULTING AGREEMENT

In September 1997, the Company entered into a consulting agreement
with Mr. Robert P. Keliy. The consuliing agreement provides for a minimum
weekly salary, and the consultant may participate in a bonus program and s
eligible to receive quarierly or annual payvments of a performance bonus based
upon the achievement of targeted ievels of performance and such other criteria
as the Board of Directors shail establish from time to time, The consultant is
an independent contractor, and the Company does not exercise control over the
activities of the consuliant other than as set forth in the consuliing

agreement,

The consulting agreement has a terin of one year, and the term rénews
daily for an additional year until either party fixes the remaining term at one
year by giving writien notice. The Company can terminate the consultant upon
death or disability (as defined in the consulting agreement) or with or without
cause upon delivery 10 the consultant of a notice of termination. If the
consultant is terminated because of death, disability or cause, the consultant
will receive any accrued fees through the termination date and any accrued
performance bonus, unless the consultant is termninated for cause. If the
consultant is terminated without cause, the Company shall pay the consultant
severance payments equal to his minimum base salary for each week during the

six-month period following the termination date.

Under the coisulting agreement, the consultant agrees to maintain tlie
confidentiality of the Company's trade secrets and confidential business
information. The consuitant also agrees for a period of one year following the
termination date, if he is tenninated or resigns for any reason, not to compete
with or solicit employees or customers of the Company or any of its affiliates
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within a 30-mile radius of the Company's corporate offices; provided, that if
the consultant is terminated without cause, the non-compete period shall be six

months.
INDEMNIFICATION OF DIRECTORS AND OFFICERS

Pursuant to its Amended and Restated Articles of Incorporation, the
Company is obligated to indemnify each of its directors and officers to the
fullest extent permitted by the Georgia Business Corporation Code with

~J
2
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respect 1o all liability and loss suffered and reasonable expenses

incurred by such person in any action, suit or proceeding in which such person
was or is made or threztened 1o be made a party or is othenwise involved by
reason of the fact thet such person is or was a director or officer of the
Company. The Company is obligated to pay the reasonable expenses of the
directors or officers incurred in defending such proceedings if the indemnified
party agrees to repay all amounts advanced by the Company if it is ultimately
determined that such indemnified party is not entitled to indemmification.

STOCK OPTION PLAN -

On September 16, 1998, the Board of Directors adopted (subject to
shareholder approval or ratification) the Maxxis Group, Inc. 1998 Stock Option
Plan (the "Option Plan"}, which permits the Company to grant options to
purchase shares of Common Stock to officers, directors, key employees, advisors
and consultants of the Company. The purpose of the Option Plan is to advance
the interests of the Company, its subsidiaries and its shareholders by
affording certain employees znd Directors of the Company and its subsidizaries,
as well as key consultants and advisors to the Company or any subsidiary, an
opportunity to acquire or increase their proprietary interests in the Company.
Options granted under the Option Plan are intfended to promote the growth and
profitability of the Company and its subsidiaries by providing the optionees
with an additional incentive to achieve the Company's objectives through
participation in its success and growth and by encouraging optionees to
continue their association with or service to the Company.

Generally, opiions granted under the Opticn Plan may be Incentive ’
Stock Options-("ISOs"), which are intended 10 meet the requirements of Section
422 of the Intemal Revenue Code of 1986, as amended (the "Code"), or
non-qualified options, which are not intended to meet such requirements
("Non-Qualified Options"). ISOs must have terms of ten years or less from the
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date of grant and the fair market value of grants of ISOs during any year on
the date of grant may not exceed $100,000. The Option Plan will be administered
by a committee (the "Committee"), having the duties and authonties set forth
in such Option Plan in addition to any other authority granted by the Board.
The Commiittee will have the full power and authority, in its discretion,
subject to the provisions of the Option Plan, lo interpret the Option Plan, to
prescribe, amend, and rescind rules and regulations relating to them, to
determine the details and provisions of each stock option agreement and
restriction agreement, and 1o make all other detenminations necessary or
advisable for the administration of the Option Plan, including, without
limitation, the amending or altering of such Plan and any options or restricted
stock awards granted thereunder, as may be required to comply with or to
conform to any federal, state, or local laws or regulations. The Committee, in
jts discretion, will select the recipients of awards and the number of options
granted thereunder and determine other matiers such as (1) vesting schedules,
(i1) the exercise price of options (which cannot be less than 100% of the fair
market value of the Common Stock on the date of grant for ISOs}) and (iii} the
duration of awards (which cannot exceed ten years from the date of grant or

modification of the option).

Subject to shareholder approval, the aggregate number of shares of
Common Stock recerved for the issuance of options under the Option Plan will be
300,000 shares, subject 1o adjustment in accordance with the Option Plan. Any
or all shares of Common Stock subject to the Option Plan may be issued i any
combination of ISOs or Non-Qualified Options, and the amount of Common Stock
subject to the Option Plan may be increased from time to time, subject to
shareholder approval. Shares subject 10 an optian may be either authorized and
unissued shares or shares issued and later rezcquired by the Company. The
shares covered by any unexercised portion of an option that has tenminated for
any reason may again be optioned or awarded under the Option Plan, and such
shares shall not be considered as having been optioned in computing the number
of shares of Comimon Stock remaining available for options under the Option

Plan.

The class of persons eligible to participate in the Option Plan shall
consist of all persons whose participation in the Option Plan the Comumittee
determines to be in the best interests of the Company which shall include, but
not be limited to, all employees and directors of the Company or any
subsidiary, as well as key consultants and edvisors to the Company or any
subsidiary. The Committee will have the power to specify, with respect to the
Options granted 1o a paniiculzar Optionee, the effect of the temmination of such
Optionee's employment or service under various circumstances on such Optionee's

rightfo exercise-an Opiion, which effect
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may include immediate or deferred termination of such Optionee's rights under
an Option, or acceleration of the date at which an Option may be exercised in
full. As of September 25, 1998, no options to purchase shares of Common Stock
were outstanding.

ITEM 12, SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT '

The following table sets forth certain information regarding the
beneficial ownership of the Common Stock as of September 25, 1998 by: (i) each
person known by the Company beneficially to own more than 5% of the oulstanding
shares of the Common Stock; (i1) each director of the Company; and (3ii) all
directors and executive officers of the Company as a group. Except as othenvise
indicated, all persons listed have sole voting and investment power with
respect to their shares.

<TABLE>

<CAPTION>
' AMOUNT OF PERCENTAGE OF

BENEFICIAL COMMON STOCK

NAME AND ADDRESS OF BENEFICIAL OWNER  OWNERSHIP(B) OUTSTANDING

<S> <C> <C>

Alvin Cuity(C).voceer i e 636,363 40.5%
King David Trust{d).....ccooooeeinmnr e, 454,545 28.9
Cynthia Glover, trustee(e).......... et 181,818 11.6
The Anchora Company(f)...ooooooeciceireee 72,727 4.6
Charles P. Bemstein. ... -- -
James W. Browm. ..o 47272 3.0
Thomas O. Cordy(g).....cvoerioiiinicnrricieeie e -- -
Larry W. Gates, I 45,454 2.9
Robert J. Glover(lt).......ococoeeiiiiiriinienc e - -
Terry HammIS. oot 3,636 *

Philip E. Lundquist......cc.ocooiimnnrniicreeeeeec s -- --
Ivey J. Stokes(1)....cooienirericeenccceeese s -
All directors and executive officers as a group 987,270 62.8

(10 persons) (€) ~).cvevrrrreiceeie e : --’
</TABLE>

*  Less than one percent
(a)  The address of the King David Trust and Alvin Curry is ¢/o Maxxis




. ®
) Group, Inc., 1901 Montreal Drive, Suite 108, Tucker, Georgia 30084. The address
of Cynthia Glover, trustee, U/A Louise Glover dated January 10, 1997 is 7339
Taylor Circle, Riverdale, Georgia 30274. The address of The Anchora Company 1§
c/o Salem Management Company, Ltd., Design House, Leeward Highway, P.O. Box
150, Providenciales Turks & Caicos Island, B.W.I.
(b) In accordance with Rule 13d-3 under the Securities Exchange Act of
1934, as amended, a person is deenied to be the beneficial owner, for purposes
of this table, of any shares of Common Stock if such person has or shares
voling power or investment power wiil respect to such security, or has the
right to acquire beneficial ownership at any time within 60 days from September
25, 1998. As used herein, "voting power" is the power to vote or direct the
voting of shares and "investment power” is the power to dispose or direct the
B disposition of shares. ' ’
2 {©) Includes 454,545 shares owned by the King David Trust of which Mr.
' Curry, a director of the Company, is the trusiee. Mr, Curry disclaims
beneficial ownership of such shares,
(d) All such shares are owned by the King David Trust of which Mr.

LY

e

§ Curry is the trustee and Mr. Stokes' minor children arve the beneficiaries. Mr.
- Stokes, the Chairman of the Board, disclaims beneficial ownership of such
xﬁ shares,

;, (e) All such shares are owned by Cynthia Glover, trustee, U/A Louise

Glover dated January 10, 1997, Ms. Glover is the wife of Robert 1. Glover, a
director of the Company. Mr. Glover is the sole beneficiary and disclaims
beneficial ownership of such shares, In zddition, Ms. Glover disclaims

beneficial ownership of such shares,

(N All such shares are owned by The Anchora Company of which Mr. Cordy,
Chief Executive Officer and President of the Company, is the protector. Mr.
Cordy disclaims beneficial ownership of such shares.

: g) Excludes 72,727 shares owned by The Anchora Company, of which Mr.
3 Cordy is the protector. Mr. Cordy disclaims beneficial ownership of such
‘E; shares,
i (h) Excludes 181,818 shares owned by Cynthia Glover, trustee, U/A Louise
-.§ Glover dated January 10, 1997 of which Mr. Glover is the sole beneficiary. Mr.
g Glover disclaims beneficial ownership of such shares.
2 (1) Excludes 454,545 shares owned by the King David Trust of which Mr,
N Stokes' minor children are the beneficiaries. Mr. Stokes disclaims beneficial
> ownership of such shares,
g
L
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On February 16, 1957, Glover Enterprises, Inc., an affiliate of Robert
J. Glover, a director of the Company, loaned the Company $50,000 to fund
initial start-up costs of the Company. The Company has repaid this Joan.

During the Inception Period, the Company paid a fee of $184,000 10 IS
14, Inc. ("IS 14"), a former Delaware corporation which was controlled by
certain of the directors and officers of the Company. The IS 14 fee was
comprised of compensation for managerial, marketing and administrative services
performed by ccrtain of the Company's officers and sales representatives prior
to the establishment of the Company's payroll. IS 14 has been dissolved, and
the Company will not make any additional payments to IS 14.

Pursuant to Mr. Cordy's employment agreement, The Anchora Company, an
affiliate of Mr. Cordy, purchased 800,000 shares of Common Stock, at a price of
$0.15 per share. In exchange, The Anchora Company gave the Company a $120,000
full recourse promissory note which bears interest at an annual rate of 8.75%.

Mr. Cordy guaranteed the promissory note. The principal and interest on the
promissory note are due and payable on the earlier of May 1, 2002 or the

closing of an underwntten public offering where the Company receives aggregate
net proceeds of at least $5,000,000.

- T

In December 1997, the Company borrowed approximately $33,000 from Mr.
Cordy to fund certain operating expenses. In February 1998, the Company entered
into the Cordy Note to memonalize such borrowing. As of June 30, 1998, the
Cordy Note was repaid in full.

Certain of the transaciions described ebove may be on tenns more
favorable to officers, directors and principal shareholders than they could
obtain in a transaction with an unaffiliated third party. The Company has
adopted a policy requiring that all material transactions between the Company
and its officers, directors or other affiliates must: (1) be approved by a
majority of the disinterested members of the Board of Directors of the Company;
and (11) be on tenms no less favorable to the Company than could be obtained
from unaffiliated third parties.

=
-

PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM
8-K

¢ _

i = (A)1)  FINANCIAL STATEMENTS

i |

The following Consolidated Financial Statements of the Company
are filed as a part of this Report and are attached hereto as

pages F-1 through F-15:

A g
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) Consolidated Balance Sheets as of June 30, 1998 and 1997
Consolidated Statements of Operations for the Year Ended June
- 30, 1998 and for the Period from Inception (January 24,
1997) to June 30, 1997
Consolidated Statements of Changes in Shareholders' Equity
for the Year Ended June 30, 1998 and for the Peried from
Inception (January 24, 1997) to June 30, 1997
Consolidated Statements of Cash Flows for the Year Ended June
30, 1998 and for the Period from Inception (January 24,
1997) to June 30, 1997
Notes to Consolidated Financial Statements
23
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(A)(2) FINANCIAL STATEMENT SCHEDULES
Reference is made to Note 2 of the Notes to the Consolidated
Financial Statements on page F-9. All schedules have been
omitted as they were not required or not applicable or because
the information required to be presented is included in the
Consohdated Financial Statements end the related Notes thereto.
(AX3) EXHIBITS
<TABLE>
<CAPTION>
Exhibit
Number  Exhibit Description
<S> <C>
2.1% Plan of Reorganization of the Company effective as of February 17, 1998,
3.1% Amended and Restated Articles of Incorporation of the Company, as amended to date.
3.2% Amended and Restated Bylaws of the Company, as amended to date.
4.1% See Exhibits 3.1 and 3.2 for provisions of the Amended and Restated Articles of
Incorporation and Amended and Restated Bylaws defining the rights of holders of Common Stock
of the Company.
4,2% Specimen Common Stock certificate,

4.3%

Shareliol@ers Agreement, dated as of September 1, 1997 among he Company and Ihe

holdérs of Class. A Common Stock.

4.4 Amended and Restated Shareholders Agreement, dated as of February 18, 1998 among the

Company and certain holders of its Common Stock.

10.1%

Form of Employment Agreement by and between the Company and certain of its officers.
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10.2% Employment Agreement by and between the Company and Thomas O. Cordy dated May

1, 1997.

10.3*  Promissory Note by The Anchora Company in favor of the Company dated as of May I,
1997 in _ :

the onginal principal amount of $120,000.

10.4%* Guarantee by Thomas O. Cordy in favor of the Company dated May 1, 1997.

10.5#  Form of Independent Sales Representative Agreement by and between the Company and

certain of
its sales representatives.
10.6% Consulting Agreement by and between the Company and Robert P. Kelly dated as of

September

1, 1997.
10.7* Software License Agreement between Summit V. Inc, a subsidiary of Jenkon
International, Inc.

and the Comipany dated February 2, 1997.

10.8* Software Service Agreement between Summit V. Inc., a subsidiary of Jenkon
Intemational, Inc. and the Company dated February 2, 1997.
10.9R* Equipment Purchase Agreement between Sumnut V. Inc,, a subsidiary of Jenkon

Intermmational, Inc. and the Company dated February 2, 1997.
10.10%  Agreement for 1-Plus Services between Colorado River Communications Corporation and
the Company dated February 20, 1997.+
10.11R*  Sublease Agreement between DowElanco and the Company dated February 14, 1997.
10.12*  Warchouse lezse between Malon D. Mimms and the Company dated March 17, 1997.
10.13*  Warehouse lezse between Malon D. Mimms and the Company dated June 23, 1997,
10.14*  Demand Secured Promissory Note dated November 26, 1997 by the Company in favor
of the lenders named on Schedule I thereto. .
10.15R*  Sub-Sublease Agreement beiween the Company and Simons Engineering, Inc. dated
September 1, 1997.
10.16*  Demand Promissory Note dated February 28, 1998 by the Company in favor of Thomas
0. Cordy. '
10.17%  Form of Stock Purchase Warrant.
10.18  Maxxis Group, Inc. 1998 Stock Option Plan.
10.19  Lease Amendment Agreement dated June 5, 1998 among Malon D. Mimms, the Company
and

Richard Bowers & Co.
10.20 Lease Amendment Agreement dated August 14, 1998 among Malon D. Mimms, the
Company and :
</TABLE>
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<S> <C>
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. Richard Bowers & Co.
21.1* Subsidiaries of the Company.
23.1 Consent of Arthur Andersen LLP.
241 Power of Attorney (included on signature pages hereof).
27.1 Financial Data Schedule.
</TABLE>
* Incorporated by reference 1o the Company's Registration
Statement on Form S-1 (Registration No. 333-38623).
+ Confidential treatment has been granted for certain confidential
' portions of this Exhibit pursuant to Rule 406 under the
Securities Act of 1933. In accordance with Rule 406, these
confidential portions have been omitted from this Exhibit and
filed separately with the Commission.
(B) REPORTS ON FORM 8-K
None.
27
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities

Exchange Act of 1934, the Registrant has duly caused this Report on Form 10-K

to be signed on its behalf by the undersigned, thereunto duly authorized.

MAXXIS GROUP, INC.

September 28, 1998 By: /sy THOMAS O. CORDY

Thomas O. Cordy
Chief Executive Officer

POWER OF ATTORNEY

KNOW BY ALL PERSONS BY THESE PRESENTS, that each person whose
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siénature appears below constitutes and appoints jointly and severally, IVEY J.
STOKES and THOMAS O. CORDY, and each one of them, his attorneys-in-fact, each
with the power of substitution, for him in any and all capacities, to sign any

and all amendments to this Annual Report (Form 10-K) and to file the same, with
exhibits thereto and other documents in connection therewith, with the

Securities and Exchange Commission, hereby ratifying and confirming all that

each said attorney-in-fact, or his substitute or substitutes, may do or cause

to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934,
this Report on Form 10-K has been signed below by the following persons on
behalf of the registrant and in the capacities and on the dates indicated.

<TABLE>
<S> <C>
September 28, 1998 /s/ IVEY J. STOKES
Ivey J. Stokes
Chairman of the Board
September 28, 1998 /sf THOMAS O. CORDY
Thomas O. Cordy
Chief Executive Officer, President and Director
(Principal executive officer)
September 28, 1998 /s/ DANIEL McDONQUGH
Danel McDonough
Chief Financial Officer .
(Principal financial and accounting officer)
September 28, 1998 /s/ JAMES W. BROWN -
James W. Brown
" Executive Vice President, Secretary and Director
</TABLE>
28
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EXHIBIT “D”

INTERNAL GUIDELINES TO PREVENT SLAMMING AND PROPOSED LETTER
OF AUTHORIZATION
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Slamming Prevention
Policies and FProcedures

Scope and Objectives

This document defines 'slamming’ and its prevention and remecizs for Lizxxis Commuiications,
ine. (Maxxis). A background ca slamming and assacizted issues and imformation is included.

Some FCC information on slamming is includzd at the end of this document.

The objective of these poficies and procedures are to insure that Maxxis personnel and
maneagament adhere to strict siandards and insiruciions for preper ectivation of valid Maxxis long
disiance cusiomers. These srocedures are aiso intended ta pravant Maxxis from impropatly

aifecting the long distance carrizr selection and service of non-hiaxxis customers.

RBackground

Slamming Defined

‘Stamming' is the practice of swiiching a customar's leag distance or locs! toll carrier without
notifying the customer,

Problems

Maxxis has lost and continuss 1o lose customars from slamming. tis critical for Maxxis' staff lo
follow the fellowing policies and crocedures, for tha benefit of &t consumers of long distance and
local toll services, as well as ior the success of Liaxxis Communiczations,

Bell Atlantic - .
The practice known &s “slemming, " or the urieuthodzed changing of a telephena2
cusiomer'’s presubscrbed interexchange carnar (or "PICT), has gensraled the grealest
.number of complaints &t the Federel Cernmunicatizns Commission.

Camiers sometimes have an 2conomic incentive ta “slam” in instances where they have
fhigh fixed costs for network equipment and fow marginal costs for providing service i
additional consumers. Thus, providing service to additionzal consumers, even without
guthorization, adds lo a carmier's cash flow with iiftle additicnial cost. Moreaver, camiers
may provide service (o a slammed” consurmer lor 3 consicerable time before the
consumer becomes aware of the unauthenzed PIC change. Aguiticnelly, evan if the
siammed cuslomer were required (o pay the “slsmmer” na mere than the amount they
would have paid thelr origingl carmier, the sfemmer would siil benelit by ihat amount.
Hence, slamming distons telecommunicalicns makels by enabling companies engaged in
misfeading practices la increase their cusiomer bases, revenues and profilability through

illegal means.

The Federal Communicetions Commissicn hes arerpted fo de'er “slamming” since at
feast 1983 when it implemenied ifs “equal sccess”rules. As the inlsrexchange market
became more competitive, however, the problem intensified unti, in 1992, the
Commission adopted riles requiring verificztion of PIC change erders by IXCs submitting
such orders to locsl exchenge companies on bekalf of cusiamers. The Comimissicn
foughened ifs rufes in 1594, The Telecommuniceyons Act of 7996 (the "1986 Act”),
prohibits slamming (Seciion 258) and direcis the Commission to cromulgale verification
procedures. Nonetheless. the Commissicn rscefyed over 16,000 sizmming complaints in
1996 ~ an eight-foid increa se over the numbsr of such complains recaived in 1§03,

Many of the issues regarting slamming, end ant-slamming veriication procedures, are
ence again up for renewed consicersiicn. Morse ver the issve cumenily is luriher nvanced
by hwo addilional fzcis: the anti-stamming rules of the 1956 Act apoly equally (0 alf
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sionaily, local emh!gn carners for

'L&Cs ), v h:cn hrsroncaﬂ/ have béc." f':sm(eres.edn T pariss in the PIC selsclion
process, will 000 become comp2iilars in the markel forfang distance services. In

addition, LECs are beginning to have competiicrs in the markel for focal lefeghene service

which raises ihe potential for analogous problems (o develsp in conneciion vith local

telephone service provider seleciion.

LTI IS PR DR

Ameritech notes from 12/13/1856 -
A new FCC resor says slamming logs the list of FCC C.:mplcmfs making up about 34
Si's S”f“d(‘" 3Hisi AIDOML.."J{ forcuzsicms3 10 be

they can avoia E2ing sfarmmsd.

percont. The srectice coniints
aware of the preblem end o know ki

BT

Consumers &re facing new sfemming scams — in [ecl, sevarel long distance companies
have lorged customars’ signatures ch documents suwtheiizing a change in long cistance
camiers. In additon, “resefler” slamming is adcing 2 naw dimension to the slarmming
problem. Some lang distance comgznies resell thelr services through ihird-pary
providers. Many of these resellars have isken up slamming as @ way (o win nsw

customers.

"

Once consumars are slammed, they'ra paying rates thay cidnl expect 16 pay, wih
providers they Gida't wanl - that le2's (0 an uncemicnabiz surprise when they receive

their phone kil

MCl notes from 2/18/1€%3 -
We have sufiersd millions of doliars in lost revenue by fiaving large numbers ¢ our

cusicmers converiad away withoui cusiomer euthcization,

Y ST 01 i) Vst (b it £y nig

We ar2 concamed that if consumers continue 19 fece concems aboul slamming, they viil
simply oot out of the process of exarcising their fight lo change services. They will decide
it's not worth it 1o exarcise the choices that telephcre compelition promises.

Ve must design solutions that wead out the had aclars, while not ovemwmemng the
industry with regulation that would impose defay, burezucracy, inefficiency, consumer-
unfriendly hurdlzs or additionz/ cosis onto the process ¢f changing lelecommunications

S&rvices.

Third Party Vedfcziion involves islezhone cenfimmaticn 6f camer swilches by an
independznt third party veniicaticn company, TFVIs ;_:c< consumer {rizncly, and
effactive. It confirms essandaliniormation aboul the cusiomar's Cecision lo swilch in a cne S
to two minute call. Imporianily, the TFY cormpany receives no comrission or cther .
financial incentives (o confirm sales orders. It simply veriiies cusiomer cheice.

LN .

g

Third Party Vediication is an efiiciert process. It avoics orcer entry celsys that are
othenwise involved if witien cusiomar agreements must Se gathered, It permils
consumers fo begin enfoying promised banefils sconer. TPV achnowleages the
modem reglity that consumers want (o Ceal with phone service issues cver the lelephone.

Most imponantly, TFY is a proven means of reducing unauthonzed conversions. For

example, the Cakifornia Public Utility Commission gnncunced ihat long distance slamming

overall in Cefifernia is down roughly 56% for resicential cusiomers. That recduction, in large

part, can be einbuied {o the fact thet Califomia enaclzd a ngw slale faw a year ago

requinng ihird garty venfication for carrer switches.

We also beiieve thet equa!!/ sirong consumar preleclion measures need lo be laken
against loczl exchange camers who celay or falf eniiraly (o 5¢t on consurmer service
change reguesis. One of the mes! cisiurding irencs cver ihe past year is the egpalling
performance of iocal exchange camers when it comes lo execuling cusiomer requesis to
switch locel or local (oll sersces away from that lccel cerder. Consumers are experiencing
weeks of Celey and intentionel intransicence, as the LECs Cesperalely lry lo hold on to
their monogoly cusiomer base. Crders are being dropeed, and both custemers and
compeling femers are being forced (o fight through a geunitel of inefficiency imposed by

11116/S3 Page 2 of 7



LECs. The naf recuil 5 the sama &s slamming: (e cuslomar (s prevented iom selecling a

compeliive sersice provider.

The 'PIC Freeze’ .
A PIC (Preferred Interexchange Carrier) Freaza is a service ofiersd by a local telephone

company to cusinmers that fycically prevides that no change to the cusiomer's primary
interexchangs carrer servics czn ba made unless the customer sffirmatively and

parsonaily contacts the local telephone company and requesis the chznge. If consumers

are askad by their local éXchange carrier whether they want & PiC Freeze on their

existing carrier salections, they need to undarsiand what it means rzlative to optiens for
selecting a new carrier.

The Regulations

Ezch state has regulations regarding slamming. Maxxis must adhere to and zbide by each
siata's requirements.

Soma states reguira Third Party Veniicztion (TPV).

Some sampie sialz raguiziions:

{5) The commissicn shall have continving regulatory cversight over the prevision of basic local

c—w:change lelecommunications service provided by a cerificzted alternative local exchange
telecommunications company of a carificated aliernative access vendor for purposes of

cf-mbnshmg razsonahia sarvice quality criteria, assuring resolution of service compiainis, and
znsuring tha fair rezimant of 2ll telecemmunications provicers in the lelecernmanications

marketplace.

A Fule 254 118(2), Florida Adminisiralive Code, staizs in perinent part:
A LEC shail also accept PIC change requests from a certified inter-exchange company (IXC)
acting on behalf ci the customer. A cenified IXC that will bz billing in its neme may submit a

PIC change reguest, cther than a cusiomszr-initizted PIC change, directly or through another
IXC, to 2 LEC only if it has cenified o the LEC that at lezst one of the icliowing acaons has

occurred prior to tha PIC change raquest
(5} the IXC hes on hznd a ballot or letter Fom the customer requesting such change;
8. Rule 25-4.118(3)(d), Florida Adminisirative Code states:

Ballots or fatters will be maintainzd by the IXC for a period of one year.

To prevent slamming by Maxxis
Achere (o the FCC Slamming Rules atiach=d below.

Maxxis will not selicit zuthonzetion of a carrizr change to Mexxis via premotionzl mailings,
contests, prizes, or dirzct mail solicitations,

Customer sutherizeticn ior service will b2 only be zrcceptsd via:

1. Avelid customer-sicned, mulli-pant ferm — a Maxxis LOA (Letter of Authorization/Agency)
2. Officiat Third Pary Vcr:.ncatnon (TPV) with the customer {usually {o refease a PIC freeze)

During cusicmer acliveiion:
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o Review ihe cusiomer LOA (Letier of Authorzation or Letter of Acency) incroughly - lock for
fraudulent or cihenwise improper apaiications.
s Prevent duplicaiz apglications via soitware and QA (Quelity Assurance).

During reject corrections and re-processing:

If the applicaticn is more than 2 dzys old, contact iha customer via phena and coaiirm ihe
customer's dzsire {o subscribe to Maxxis service,
o Use TPV (Third Party Verification) if required in the situztion.

@

To protect Maxxis’ customers from slamming

Include customer sdvice and nole Maxxis' enti-slamming mezsures and in cur welcome letisr, on
cur web-sile, information through our szales and distribution channels, and cihzr documents and

P ey

selected informaiionsl and promoticnz! mazizgnals,

Customars can call their local exchanga camiar (LEC) specizl anli-slamiming mumber of tha
customer service number on their phona bill to have & 'PIC freeze’ put on thair Maxxis service.
This will prevent the customer's carriar ssiecion irom changa until the cusicmar chooses i
change it officially. The LEC may (znd usuzliy will) iry to convince the cusicmar 1o change 0
" their local andfor iong distance service. Tha cuslomer must know what they went. f they

cefinitely want IMaxds as their provider and want to heve 2 PIC freeze o Maxds, they must make
that clear lo the LEC representative.

1roat

Maxxis’ slamming protection doesn't pravent all kinds of slemming. Unioriunztely, Maxxis can't
always detect when aresaller has taxen over a cusicmer’s account, $0 if's imporiant that
custemers know who is providing their underying servica.

Advise Maxxis cusiomars of preveniative mszsures iney czn teka

-+ Read your phone bill carefully, Look for your czriier's logo of the Maxxis name if you have
service with us to ensure you haven't been switched, Also lock for swilching fees tillad by
your lccal phone company when a switch occurs.

o Educate evaryone in your household, Many limss slammers will swilch ssrvice on tha
authorization of 3 reiative or child. Let everyone know who the fong distance decision-maker
is.

« Communicaie & change in service, too. If you recently swilched your leng disiance carrier, et
others in your household know 16 prevent 2 slamming {zlse glarm.

o Never sign anything without rezcing the fine print. Bz panicularly aware of direct mail
promotions and conlesis promising prizes and Bonus checks. Many entry forms ar check
endorsements are eclually aulhcrizations allcwing a company to switch your fong distance
service. Consumers should caraiully rezd provisions centained in promctions or ads that
may result in changing their carrizr when signing up for contests, prizes, or when responding
to direct mail solicitations.

» Be firm with {elzmarketers. I somecne calls you recarding long distance service, tell them
specifically whsther you ggrea to ba swiiched. 1f net, el them you are simply not interesied.

»  Check your cermiar on occasion By cialing 700-235-4141.
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VWhat to do if a customer ¢laims being slammed

Advise them of aclicns they can take:

Call your loczl telephona company. Lel them kncw that yeu did not reguest service from your
new long distanca company and thatl you'd like 1o be switchad back to your cng:nal long
distance company. Have them remove any swilch fees from your bill.

Contact the long distance company that slammed you. Insist on paying cnly the charges your
ofginal carrigr would have impesad, Contact the Federal Communicziions Commission

(FCC) immediztely if the carrier will not adjust your charges.

e

Call your original long distance company. Telf them you were swiiched o another company
without your parmission and sk tham to reconnect you,

= Motify the FCC if the comglaint is not rasclved. Simply send a leliar in your own words to:
Federzl Communicatons Commission
Cemmon Carriar Burzay Enforcement Divigicn
Informal Complainis and Public Inguiries Sranch
Mail Stop Code 1600A2
2025 14 St NV
Washington, 0.C. 20534

s Motify your s 2 ie telscommunications licensing group. In many sigtes, simely conltact your
stzie public service or public ulillity commission.

Advise the cusiomer of their rights:
«  You have the right lo choose your long disiance provicer.
4

e Youhave the right to pay only tha ralzs your eriginal carier would have charged you during
the time the slemming cccurrad. Insist on this with tha camiar who slammed you.

» You have the right to request that any changes to your long distance servica must be
received from you in writing.

» You hava the right io report a slamming ofiense to regulztery and consumer rights groups.
Slamming is illegal and may resull in heavy fines. If a complaint is not resolved, contact the
FCC, your state telecommunications licensing group or even your stata Al ticrney General's
office.

* You have the right to have your slamming complzint resolved quickly.

What to do if we suspect or find evidence of slamming

1. Jiyou suspect oriind evidence of a cusiemer Deing slammed, notify your direct manager

immediately!

2. Maxxis ma e"re t st notlily e customer, the spprepriate LEC (Local Exchange
Carrier), 5 PS C (Public Szrvice Comimission or Public Utility Cormission), and the
FCC.
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FCC Siamming Rules

The FCC’s new rules require that LO2s, the forms auihorizing a change in long distance carrier,
be separate or sevcr"bi:. from inducemenis such &s prizes and contests. The LOA provided by
the carrier must be imited siricily 13 zvthenzing a change in long drsta..cu czrrier and it must be

clearly identified as ¢ LOA authorizing ihe change.

Further, tha LOA mustinclude;

+ the subscricers billing narne &nd 2Cdrass
order to change ihe subscriber’s icng distance company

s astatement that the subscriter intends o chancs from his or hee current iong distance
CoOmpEany o ihis hew Company :

o astatement that the subscribar ¢2signaizs this new carmarto act as a zcent for this change

s and a stzlement that the subscrizer undarstands that there may be a charge for this chenge

aind each ielephona numbar (o be coverad by the

,—--,.-.

The LOA must be writgzn in clzar and unam 238 The print must be of sufiiciant size
and readabla styie, ganarally comparatis in type siyie and size to the promctionalimatenals, and
must make clear (0 ha consumer ihat the documeant, when si greJ would cncnge his or har tong
s

:;uCLJ IL-nC

gl W

l-\-

n"‘ tha cochsumars rsies can

distance carrizr. Only ing name of tha long disiznce cainer
appezr en ihe l2tar of authaorization. The LOA must contain full gr,nclaizcns i it uses more than
ong language. The seme rules apply 1o leders of agency sent lo businesses :

Advertising prcm'\'ions ihat usa "checks” zrz exemngt from the separate ¢rs

ereble requiremant
but must meet speciiic guidelings. Such a chack must conlzin the required Fe er of egency
[

language and the necessary information o make it @ negotieble instrurmznt, and shall not contain
any other promotionzl language or ma:zsrzl. Tre carriers must placa tha reguired lelier of acency
.anqudﬂe near the signature ling on the back of the check. In additicn, the carriers must print on
the front of tha chesk, in eas’ly rezdztie, bold-faced type, a notice that ths consumer is
atthodzing a chang2 in his of her ieag disiznce carsigr, :

. Telemarketing Rulzs

The FCC has specific rules that gcovern customer ciders for long distance service generated by
telemarketing. Befcre a long disiance comgzny ¢an place an order o switch & customer who
agreed to sign up in a tzlemarketing call, that comgany must use one of the foliowing metheds to
verify that the customer autherized the swile ,

!
“t
> QOblain a LOA fram the cuslomer. Any LOA used to coniirm a telemarketling crder must meet
the same requiremenis descrited atove.
Provide the customer with a ioll fre2 (800) numbzer to call to confirm the orcer to switch long
distance companizs.
+ Have an indepencant third party verify (e cusiomer’s zuthorization to switch.:
Within three business days of ihe cusicmer's request lo swilch, send the new customar an
information gackage that includzs tha names cf the customer's currant end new long distance
compeanies, a dascriplicn of any terms, conditicns or charges incurred, the name of the
customer that euthorized the switch, the name, addrzss znd telephena number of the
customer end ¢f the new long Cisiance compeny end 2 pestage peid pesicard the customer
can use lo deny, cancel or confirm the switch, The leng distance company must then wait 14
days after m:'iiuc ihe injormeétion packzge befere sebmilting an order to switch that

customer's service,
CONSUMER ADVICE COLLIIAN

»  Never sign anyihimg wathout reacing it carefully.
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» M ycu receive a phone cell aboutiong dizlance s rvice and y-:u are ot m'eres':d in sy :tc"ing
. .

your sarvice, be sure o tell the caller that ycu 8 :
» lf someona sends you 3 letier or postcard "verifying” at you hc_ve swit ch d 32CVICES, no'u.‘;
tham that you did not authorize the c ne2, ihm cali your lccal telephons company lo
confirm that you are stitl with your praierred cariier.
s Resd your phone bill carefully evcrf month. Ifyou sez an
can't identify, cait your local phone compzny and ask tc

ooy

=

unfamilizr names, or charges you
viese itams.

"-'r .J

If you experience leleghone sfamming, foliow these sieps;

s Cail your focat tefephone company. Tell them that you did not order service from the naw long
distance company, that you would lirs to ba rzconnecizd lo your long distance comoany, and
that you want any “change charges” (ihe chargs for swncmng companies) izken off your
teleshone bill,

a  Call the company ihat slammied you and lat them
your preferred camzr weuld hava lixtiee se:ﬁ i ihis
contzact the FCC.

o Mext, call the long distancs COMEEDY yCU W2 S yitchiag frem and regont :hatyou wera
switched without your permission. Ask 1 b2 reconnacigd. You shouid nei b2 charged for this
raconnection.

s liyou are unable io resciva your compiaing
car file a complaint with the FCC.

know that you will only pay the charges
CEITST ,l not drop any additional charges,

vith the comsany that swilched vour service, you

HOW TO FILE A COMPLAINT WITH TrHE FCC

Therz is no special formtedill cut to nle g camglaint with the FCC. Simply send a lefler, in your
own words, to the address below. Your camplain t lgHer should inciude:

»  Your name and address, iha lelephone number thatwas "slammed,” and a telephone
number where you can be rsachad cuning the busin2ss '*'-';

= Tha names of your local end long Cistance telechone companies and tha long distance

- company to which you were changed without your xnewisd :; Or pErmMIsSion.

a  Tha namas and ielephone numbers ¢f the telephene company employess that you spoke
with in an effori to resolve your comiplaint end the Celes you spoke with them.

»  Any cther information thet you fesl would help the FCC o handle your cemalaint,

+ Copiss of any documents you have recaived, such 2s a bill for changing to the unauthorized
long distance company, a conlest entry blank, of a check

Sand your complzint lo:

Federal Communications Commission
Common Cearrier Bureau

Enforcement Division

Informal Complaints and Public lnguinigs Branch
Mail Slop Code 1E00A2

2025 M St NwW

Washingion, DC 20554
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GERRY, FRIEND & SAPiéONOV. LIL.P
ATTORNEYS AT LAW
SUITE 1450

THREE RAVINIA DRIVE
ATLANTA, GEORGIA 30346-2131

177Q) 399-9500
FACSIMILE (770) 385-0000
BM ATL.: gfslaw@gfslaw.com

March 1, 1999

HECUEIVED

Ms Doreen Trout Man O 11999
Pennsylvania Public Ulility Commission

Commonwealth Avenue and North Street

) m ~ 1 b H [l
Room B-20, Nerth Office Building ! !'.,‘l.m—.!{' UTILITY COMMISSION
Harrisburg, Pennsylvania 17120 SEURLIARY'S QURFAL
Re: Application of Maxxis Communications, Inc. (“Maxxis”) for a Certificate of Public

Convenience and Necessity to Provide Intrastate, Interexchange Resale of
Telecommunications Services (“Application”)

Dear Ms Trout:

Enclosed are the original and four (4) copies of the following items to supplement the above-
described Application:

. Maxxis’ Proposed Tariff (attached hereto at Exhibit “A™);

. an Affidavit as required by the Pennsylvania Public Utility Commission (“Commission”}
(attached hereto at Exhibit “B”); and

. a Certificate evidencing service of the Application and the materials enclosed herein
according to the Commission’s rules (attached hereto at Exhibit “C™).

Please file these materials in your usual fashion and return one (1) file-stamped copy to us in the
enclosed envelope.

If you have any questions or comments, please call the undersigned.

Sincerely,

7 e

Michael K. Stewart
Enc.

ce: Maxxis Communications, Inc.
(with enclosure)
Charles A. Hudak, Esq.

(without enclosure)






‘. Intrastate Telecommunications Services .

Maxxis Communications, Inc. Pennsylvania Public Utility Commission Tariff No. 1
Original Page 1

TELECOMMUNICATIONS SERVICES

Applying to Resale of Intrastate
Common Carrier Communications
Services Between Points in the
Commonwealth of Pennsylvania

AND

CONTAINING RULES AND REGULATIONS

GOVERNING SERVICE

This tariff is on file with the Pennsylvania Public Utility Commission and copies may be inspected, during

normal business hours, at Maxxis Communications, Inc., 1901 Montreal Road, Suite 108, Tucker, Georgia
30084

Issued: Effective:
By: Thomas Q. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084




Maxxis Communications, Inc.

0 Intrastate Telecommunications Services .

Pennsylvania Public Utility Commission Tariff No. 1
Original Page 2

Check List

Tariff sheets are effective as of the date shown. Revised sheets as named below contain all changes
from the original tariff that are in effect on the date thereof.

SHEET REVISION NO. SHEET REVISIONNQ.
1 Original 34 Original
2 Onginal 35 Onginal
3 Onginal 36 Original
4 Original 37 Original
5 Original 38 Original
6 Original 39 Original
7 Original 40 Original
8 Original 41 Original
9 Original

10 Original

11 Original

12 Original

13 Original

14 Original

15 Original

16 Original

17 Original

18 Original

19 Original

20 Original

21 Original

22 Original

23 Original

24 Original

25 Original

26 Original

27 Original

28 Original

29 Original

30 Original

31 Original

32 Original

33 Original

[ssued: Effective:

By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108

Tucker, GA 30084




Intrastate Telecommunications Services .

Maxxis Communications, Inc. Pennsylvania Public Utility Commission Tariff No. 1
Original Page 3

Symbeols

Whenever tariff sheets are revised, changes will be identified by the following symbols:
(C)  To signify changed regulation.
(D)  To signify deleted or discontinued rate, reguiation or condition.
D To signify a change resulting in an increase to a customer's bill.

(M) To signify material moved from or to another part of tariff with no change in text, rate, rule or
condition.

(N)  To signify new rate, regulation, condition or sheet.

(R}  To signify a change resulting in a reduction to a customer’s bill.
(T) To signify change in text but no change in rate, rule or condition.
(X)  To signify a reference to other published tariffs.

(Z)  To signify a correction.

Issued: Effective:
By: Thomas O, Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084



0 Intrastate Telecommunications Services .

Maxxis Communications, Inc. Pennsylvania Public Utility Commission Tariff No. |

Original Page 4

TABLE OF CONTENTS

1 TECHNICAL TERMS AND ABBREVIATIONS . ... ... . 8
2 RULES AND REGULATIONS . . e et s 14
2.1 Undertaking of the Company .. ... .. ... . i i i4
22 Responsibility and Use . .. ... ... . 15
23 Compliance .. ... i 15
24 ADUSE e 16
2.5 Call Blocking . ... ... 16
2.6 Billingand Payments ... ... .. ... ... 17
2.7 T aXES . oot 19
28 Advance Payments ... ... ... 19
2.9 DEPOSIES .ot e e 20
210 Creditlimat ............... e e 20
211 Indemnification by CUSIOHIET ... . ..ottt i e 21
2,12 Customer Premises Equipment (“CPE”) ......... ... .. ... . ... . o i 21
2,13 INMerCOMMECIION . . .. ittt ettt e e et e e e e 22
2.1 Tatle e e 23
205 IMEEITUPLION ... ottt e e e e e e 23
2,16 DISCONUNUALION . . ..o\ttt ittt e e e et e et e 24
2.17  Restoration Of ServiCes ... ... ...t i e e 24
2,18 DISClalMer . ... 25
2.19  Limitationof Liability ... .. ... . . e 25
220 Indemnification ... ... ... ... . 27
2.21 Credits and Credit Allowances . ... ... ...t e 28
2.22  Minimum Service Period ... ... ... e 29
223 Force MajeUIE ... ..ttt e e 29
224  Customer Premises . . ... ...t e e 29
225 FullForceand Effect . ... . ... . . .. e 30
226 COOPEration ... ... ... ...ttt 30
227  Governing Law ... ... e 30
3 DESCRIPTION OF SERVICES . .. ... . e et 31
31 Description of Services .. ... ... .. e 31
32 Timing of Calls .. ... .. e e 35
Issued: Effective:

By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108

Tucker, GA 30084




0 Intrastate Telecommunications Services .

Maxxis Communications, Inc. Pennsylvania Public Uiility Commission Tariff No. |

Original Page 3

TABLE OF CONTENTS (CONT.)

4 RATES . e e 36
4.1 Returnn Check Charge . .. ... ..o e e 36
4.2 Late Payment Charge . .. .. ... .. 36
43 ReCONNECHOn Fee . .. .. it e e e e 36
4.4 PrOMOIONS . ..ottt et et e e e e e 36
4.5 Miscellaneous Rates and Charges ... ... ... i 36
4.6 One Plus Service Rates . ... ... .. i e 37
4.7 Inbound Toll-Free Service Rates . ... ... ... ... i 37
4.8  Travel Card Service Rates ... ... ... . e 38
49 Prepaid Calling Card Service Rates ... ... .. ... . .. . o i 38
4.10 Payphone Compensation Surcharge ........... ... . . . . i i i 39
411 Directory ASSISTANCE .. ..o\ttt ettt i e 39
412 Rates for Hearing or Speech Impaired .. ....... .. ... ... ... . ... .. ... . 40
413  Apphication Periods ... ... . e 40
414 Hollday . . ..o e 40
415 Computation of Charges .. ..., ..ttt e e e 41
Issued: Effective:

By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108

Tucker, GA 30084



0 Intrastate Telecommunications Services .

Maxxis Communications, Inc. Pennsylvania Public Utility Commission Tariff No. [
Original Page 6

TARIEF FORMAT SHEET

A. Page Numbering. Page numbers appear in the upper-right comer of the page. Pages are numbered
sequentially. However, new pages are occasionally added to the tariff. These new pages are identified in
decimal format. For example, a new page added between pages 34 and 35 would be 34.1.

B. Page Revision Numbers. Revision numbers also appear in the upper-right corner of the page. These
numbers are used to determine the most current page on file with the Pennsylvania Public Utility
Commussion. For example, the 4th revised Page 34 cancels the third revised Page 34. Because of deferrals,
notice periods, etc., the most current page number on file with the Commission is not always the tariff page
in effect. User should consult the check page for the page currently in effect.

C. Paragraph Numberng Sequence. There are nine levels of paragraph coding. Each level of coding

is subservient to its next higher level of coding.

2.

2.1.

2.1.1.

2.1.1A.

2.1.1.A.1.
2.1.1.A.1.(a)
2.1.1.A.1.(a).1
2.1.1.A.1.(a).L.(Q)
2.1.1.A.1.().LG)1)

D. Check List of Effective Pages. When a tariff filing is made with the Commission, an updated Check
List of Effective Pages (“Check List”) accompanies the tariff filing. The Check List lists the pages
contained in the tariff, with a cross reference to the current revision number. When new pages are added,
the Check List 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 the Check List if these are the only changes made to
it (Le., the format, etc.). The User should refer to the latest Check List to find out if a particular page is the
most current page on file with the Commission.

Issued: Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084



‘D Intrastate Telecommunications Services 0

Maxxis Communications, Inc. Pennsylvania Public Utility Commission Tariff No. |
Original Page 7

INTRODUCTION

This tariff (““Tanff’) contains the regulations and rates applicable to the furnishing of intrastate,
common carrier communications service by Maxxis Communications, Inc. (hereinafter referred to as
“Maxxis” or the “Company”) within the Commonwealth of Pennsylvania.

The regulations governing the provision and use of services offered under this Tariff are set forth
in Section 2. Service descriptions and rates are set forth in Sections 3 and 4, respectively.

Issued: Effective:
By: Thomas O. Cordy, President

Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084



0 Intrastate Telecommunications Services ‘

Maxxis Communications, Inc. Pennsylvania Public Utility Commission Tariff No. 1

Original Page §

TECHNICAL TERMS AND ABBREVIATIONS

Certain terms used throughout this tariff are defined below.

Access Code

“Access Code” means a sequence of numbers that, when dialed, connects a Customer to the Carrier
associated with that sequence.

Agent

“Agent” means a person, firm, company, corporation, or other entity who is authorized to distribute
Services to Customers or Users on the Company's behaif.

horizati

“Authorization Code” means a numerical code, one or more of which are assigned to a Customer to
enable it to access the Service provided by the Company and to identify the Customer for billing
purposes.

Carrier

“Carrier’” means a communications common carrier authorized by the Commission or by the FCC
to provide communmications service to the public.

Commission

“Commission” means the Pennsylvania Public Utility Commission.
Credit(s)

“Credit(s)” has the meaning set forth in Section 2.2] hereof.

Credit Allowances

“Credit Allowances” has the meaning set forth in Section 2.21 hereof.

“Credit Limit” means a credit limit placed on Customer's monthly consumption of Service pursuant
to Section 2.10 hereof.

[ssued:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084



‘D Intrastate Telecommunications Services .

Maxxis Communications, Inc. Pennsylvania Public Utility Commission Tariff No. 1
QOriginal Page 9
1 Technical T { Abl . :
Customer

“Customer” means the person, firm, company, corporation, or other entity that (i) pursuant to a
Service Order, orders Service(s) under this Tariff, (ii) purchases a Prepaid Calling Card from the
Company or its Agent, (iii) prepays the Company for use of the Services via a Prepaid Calling Card
up to a pre-established credit limit, or (iv) accesses the Service by dialing the Company's Access
Code.

Day

“Day” means a period of time from 8:00 A.M. to (but not including) 5:00 P.M. Monday through
Friday, as measured by local time at the location from which the call is originated.

Evening

“Evening” means a period of time from 5:00 P.M. to (but not including) 11:00 P.M., Sunday through
Friday and any time during Holidays as measured by local time at the location from which the call
1s originated.

ECC

“FCC” means the Federal Communications Commission.
Govermnmental Authority

“Governmental Authority” means any reguiatory, judicial, administrative, or other domestic federal,
state or municipal governmental authority (including without limitation the Commission) having
Jjurisdiction over the Company, over any Other Provider, or over the provision of Services hereunder.

Holidays

“Holidays” means all Company-specified holidays: New Year's Day (January 1), Independence Day
(July 4}, Thanksgiving Day, Labor Day and Christmas Day (December 25).

Issued:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084



m Intrastate Telecommunications Services .

Maxxis Communications, Inc. Pennsylvania Public Utility Commission Tariff No. 1

Orniginal Page 10

“Inbound Toll-Free Service” means the Inbound Toll-Free Service described at Section 3.1.2 hereof,
Interruption

“Interruption” means the disruption of, or removal of a circuit from, Service such that the Service
becomes unusable by User for a continuous period of thirty (30) minutes or more.

LEC

“LEC” means a Carrier authorized by a state Governmental Authority to provide communications
service within one or more domestic local telephone exchanges.

(13 %

“l.ocal Access and Transport Area” (“LATA”) means a geographical area established by the U.S.
District Court for the District of Columbia in Civil Action No. 82-0192, within which a LEC
provides communications services.

(13 £kl

“Minimum Service Period” (“MSP”) means the minimum period of time during which a Customer
takes Service ordered under Service Orders under this Tariff.

(13 33

“Night/Weekend” or “N/Wkd™ means a period of time from 11:00 P.M. to (but not including) 8:00
A .M. Monday through Friday, any time on Saturday, and all day Sunday except 5:00 P.M. to (but
not including) 11:00 P.M., as measured by local time at the location from which the call is

originated.
One Plus Service

“One Plus Service” means the One Plus Service described at Section 3.1.1 hereof.

Issued:

Effective:
By: Thomas Q. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road. Suite 108
Tucker, GA 30084



O Inirastate Telecommunications Services .

Maxxis Communications, Inc. Pennsylvania Public Utility Commission Tariff No. |

Original Page 11

Technical
Other Providers

“Other Providers” means any Carriers or other service providers whose services or facilities are
connected to, or used by, the Company in providing the Services.

Performance Failure

“Performance Failure” means any disruption, degradation, or failure of Service, including without
limitation any Interruption {but excluding Scheduled Interruptions), any installation failure or delay,
or any mistake, delay, omission, error or other defect in the Service or in the provision thereof.

Prepaid Calling C

“Prepaid Calling Card” means a calling card or other tangible item which (i) contains an
Authorization Code and an Access Code, (i1) is supplied by the Company or its Agents, and (iii}
permits a User to use the Services up to an amount prepaid to (or up to a credit limit pre-established
by the Customer with) the Company.

Reguliation(s)

“Regulation(s)” means any and all law(s), rule(s), regulation(s) (including without limitation those
set forth in this Tariff), order(s), policy or policies, ruling(s), judgment(s), decree(s) or other
determination(s) which are made by the Commission or by any other Governmental Authority or
which arise under any federal, state, local, foreign or international treaty, law, statute, utility code,

ordinance, rule, order or decree and which are applicable to the Services or to any provision of this
Tariff.

Resp-Org

“Resp-Org” or “Responsible Organization” shall mean the entity that has responsibility for the
management of toll-free telephone numbers in the Service Management System (“SMS™) database,
including maintaining Customer records in the SMS and accessing the SMS: (a) to search and
reserve toll-free telephone numbers; and (b) to create and maintain toll-free telephone number
Customer records, including call processing records.

[ssued:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084
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Technical T ] i :
Scheduled Interruption

“Scheduled Interruption” means an Interruption which has been scheduled by the Company in
advance for maintenance, testing, or other administrative purposes.

Service(s)

“Service(s)”’ means the Company's communications common carrier service(s) provided under this
Tanff.

Service QOrder

“Service Order” means a Company designated form used from time to time by Customer for
ordering Service hereunder or for acquiring Prepaid Calling Cards.

IDD

“TDD” means a Telecommunications Device for the Deaf.
Te] ..

“Telecommunications” means the transmission of voice communications or, subject to the
transmission capabilities of the Service, the transmission of data, facsimile, signaling, metering, or
any other form of intelligence.

Terminati :

“Termination” {(or “Terminate”) means discontinuance of (to discontinue) Service, either at
Customer's request, or by the Company in accordance with Regulations.

[ssued:

Effective:
By: Thomas Q. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084
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) Technical T | Abbreviati :
Travel Card Service
“Travel Card Service” means the Travel Card Services described at Section 3.1.3 hereof.
User
“User” means (i) a Customer, or (ii) any person, firm, company, corporation, or other entity who is
authorized by the Customer to use Service under this Tariff, or who lawfully acquires a Prepaid

Calling Card from a Customer or an Agent. For purposes of illustration, a User includes any person
to whom the Customer sells or gifts a Prepaid Calling Card.

[ssued: Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084
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The Company is a reseller of intrastate communications conumon carrier services.

Undertaking of the Company

2.1

2.1.1

The Company shall exercise its best efforts to provide Services to Users between any
and all points described herein pursuant to the terms and conditions set forth in this
Tariff.

Services ordered by Customers under Service Orders will be made available for
Users' use as soon as practicable afier the Company's receipt of said Service Order.
In the event of a conflict or inconsistency between the terms of a Service Order and
those of this Tariff, the latter shall govern.

The obligations of the Company to provide Services under this Tariff are subject to
the following: (i) availability, procurement, construction, and maintenance of
facilities (including without limitation those facilities of Other Providers); (ii)
interconnection to Other Providers' services or facilities as required; (ii1) any
applicable Credit Limit; or (iv) receipt of any applicable advance payment or
Deposit.

The Company reserves the right: (i) to discontinue or temporarily suspend Service
to or from a location where the necessary facilities or equipment are not available
under terms and conditions reasonably acceptable to the Company; and (ii} to block
Service to any User location or to any Authorization Code, without any lability
whatsoever, in the event that the Company detects or reasonably suspects either (a)
fraudulent or unlawful use of the Services at or by means of said location or
Authorization Code, or (b) consumption of Service in excess of any applicable Credit
Limit or advance payment. Services may not be available from certain coin-operated
or other pay telephones located on prisons, military bases and colleges for reasons
including, but not necessarily limited to, the detection of fraudulent use of Services
at those locations.

[ssued:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 168
Tucker, GA 30084



Maxxis Communications, Inc.

‘D Intrastate Telecomumunications Services ‘

Pennsylvania Public Utility Commission Tariff No. ]
Original Page 15

22

2.3

2.2.1

[
[\
(WS

224

Services may be used by Users for any lawful purpose, subject to the terms and
conditions set forth herein and in any applicable Service Order. Subject to the
limitations and conditions set forth in this Tariff, Services are available for use
twenty-four (24) hours per day, seven (7) days per week.

Customer is solely responsible for (i) prevention of unauthorized, unlawful or
fraudulent use of or access to Services; and (i1) administration and non-disclosure of
any Authorization Codes provided by Company to Customer.

The Company's sole responsibility with respect to Travel Card Services is to make
Services available to Users in accordance with Section 3.1.3 of this Tariff.

The Company's sole responsibility with respect to provision of Services in
connection with Prepaid Calling Cards is to make Services available to Users using
such Prepaid Calling Cards in accordance with Section 3.1.4 of this Tariff.

Compliance

2.3.1

23.2

The Services may not be used for any unlawful purpose whatsoever.

The Company and Customer shall (and Customer shall cause User to) comply with
all applicable Regulations.

Issued:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084
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2.5

Abuse. Abuse of the Services is prohibited. The following activities constitute abuse:

2.4.1 Using the Service to make calls which might reasonably be expected 1o frighten,
abuse, torment, or harass another; or

o
=
()

Using the Service in violation of the non-interference and signal quality restrictions

set forth in Section 2.13.3; or

2.4.3 Acquiring or reserving an 800, 888 or 877 telephone number provided by the
Company for the primary purpose of selling, brokering, bartering or releasing it to
another party for a fee or other consideration; or

244 Using the Service (or any other telephone number advertised or widely understood
to be toll free in connection with the Service) in any of the following ways:

2.44A

2448

Call Blocking

With the exception of circumstances where the calling party has a
presubscription or comparable arrangement or discloses a credit or
charge card number during the call, in any manner that would result
in: (a) assessment of a charge for completing an 800, 888 or 877 call
on the calling party or on the subscriber to the line from where the
800, 888 or 877 call originated; (b) connection of the calling party to
a pay-per-call service; or (c) assessment of a charge on the cailing
party for information conveyed during the toll free call; or

Calling the calling party back collect for the provision of audio or
data information services, simultaneous voice conversation Services
or products.

Notwithstanding any other provision of this Tariff, the Company may block calls which: (i)
are made to or from certain countries, cities, or central office (“NXX") exchanges, or (ii)
make use of certain Authorization Codes, as the Company, in its sole opinion and discretion,
deems reasonably necessary to prevent unlawful or fraudulent use of Services.

Issued:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084
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2.6 Billing and Payments

2.6.1

263

264

2.6.5

Other than prepaid services, charges for Services will be billed to Customer on a
monthly (30 day) basis, in arrears, based on the Users' actual usage. Customers will
not be charged for uncompleted calls.

All amounts stated on each monthly invoice are due and payable immediately upon
Customer’s receipt thereof, provided, however, that charges incurred for Services
obtained via Prepaid Calling Cards will be first debited against the balance of the
amount (if any) prepaid to the Company.

Invoices unpaid after thirty (30) days shall incur a monthly finance charge on the
unpaid balance at a rate equal to the lesser of one and one-half percent (1.5%) or the
maximum rate permitted by law.

Except as otherwise limited by Regulation, Customer shall be responsible for
payment of all charges, whether authorized or not, for any and all use of or access to
Services provided to Users, including without limitation any unauthorized, uniawful
or fraudulent use or access. Customer's charges for Travel Card or Prepaid Calling
Card calls are subject to any applicable limitations established by any Regulation.

Except as otherwise provided herein, the Company, at its sole option, may Terminate
Services in the event Customer fails to pay any invoice within thirty (30) calendar
days after the due date stated thereon, subject to written notice and to any other
applicable Commission Regulations. Notice, for purposes of this Section 2.6.5, is
to be deemed effective upon mailing of written notice, postage prepaid, to Customer's
last known address. Termination of Services by the Customer or the Company for
any reason whatsoever will not relieve Customer of its payment obligations
hereunder for all Service charges incuired by Customer through the date of
Termination. Termination by Customer for purposes of this Section 2.6.5 will be
deemed effective five (5) business days following the date of Company's receipt of
Customer's Termination notice. Customer will be liable for all costs of collection
hereunder, including without limitation reasonable attorney's fees. Any invoice for
Services not disputed in writing by Customer within ten (10) days after receipt
thereof is to be deemed conclusively correct and binding upon the Customer.

Issued;

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1801 Montreal Road, Suite 108
Tucker, GA 30084
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2.6 Billing and Payments (coni.)
2.6.6 Payphone Compensation Surcharge. In order to recover the Company's expenses to

2.6.7

comply with the FCC's pay telephone compensation plan effective on October 7,
1997 (FFF 97-371), an undiscountable per call charge is applicable to all intrastate
calls that originate from any pay telephone used to access the Company's Services.
This surcharge, is in addition to standard tariffed usage charges and any applicable
service charges and surcharges associated with the Company's Service. Pay
telephones include coin-operated and coinless phones owned by local telephone
companies, independent companies and other interexchange carriers. The payphone
surcharge applies to the initial completed call and any reoriginated call (Le., using the
“#7 symbol). Whenever possible, the payphone surcharge will appear on the sanie
nvoice containing the usage charges for the surcharged call. In cases where proper
pay telephone coding digits are not transmitted to the Company prior to completion
of a call, the payphone surcharge may be billed on a subsequent invoice after the
Company has obtained information from a carrier that the originating station is an
eligible pay telephone. The payphone surcharge does not apply to calls placed from
pay telephones at which the Customer pays for service by inserting coins during the
progress of the call.

Toll Free Number Portability. If a Customer accumulates undisputed delinquent

charges, the Company reserves the right not to honor that Customer's request for a
change in service, including a request for Resp-Org change, until such charges are
paid in full.

Issued:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc,
1901 Montreal Road, Suite 108
Tucker, GA 30084



O intrastate Telecommunications Services .

Maxxis Communications, Inc. Pennsylvania Public Utility Commission Tariff No. |

Original Page 19

2.7

2.8

Taxes

2.7.1 All federal, state, and local excise, sales, use and similar taxes, will be billed by the
Company as separate line items on Customer's invoice, and, except as otherwise set
forth in Sections 2.7.2 and 3.1.4.A hereof, are not included in any quoted rates
described or contained in this Tariff.

1
~
o

The Company reserves the right to assess a surcharge on Customer’s charges for
outbound Services terminating at, or inbound Services originating from, locations or
addresses in those states levying, or asserting a right to levy, a gross receipts tax or
similar assessment on the Company's operations or on Intrastate access charges
incurred by the Company in such state(s). The surcharge will be calculated pro rata
based on the amount Customer's total monthly charges for Services provided to and
billed to a Customer's location or Authorization Code in such state(s) bears to the
Company's total monthly receipts subject to said tax or assessment in such state(s).
The surcharge will appear as a line item on Customer's invoice.

Advance Payments

The Company may, at its sole option and discretion, require that any Customer having a
history of late payments for the Services or whose credit history either is unsatisfactory (in
the Company's sole opinion) or is not established to the Company's reasonable satisfaction
to make advance payments from time to time for future consumption of Services. The
amount of each such advance payment will not exceed the lesser of (a) one (1) month's actual
or estimated charges, or (b) the highest amount permitted by any applicable Regulation. The
Company may, at its sole option and discretion, accept personal guarantees, bank letters of
credit or surety bonds in lieu of an advance payment. Advance payments will be applied to
charges for Services in the same manner as other payments. A customer may be required to
continue to make advance payments in accordance with this Section 2.8 until such time as
its credit worthiness is established to the Company's reasonable satisfaction.

Issued:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084
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I~

10

Deposits

Customers or applicants for Services whose financial condition is not acceptable to the
Company, as determined in its sole opinion and discretion, may be required to provide the
Company, either before or after the commencement of Service, with a security deposit, in
cash or cash-equivalents, in an amount not to exceed two (2} months of estimated Service
usage, and/or to provide the Company with such other assurances of, or secunty for, the
payment of charges for Services as the Company may deem necessary in its sole judgement
and discretion. Any such cash deposit will bear simple interest at a rate of six percent (6%)
per annum or at such other rate as may be determined by a competent Regulatory Authority.
The Company may apply such deposit at any time to any past due balances owed to it by
Customer hereunder, provided however, the Company shall retum the remainder to
Customer, at its Jast known address, within one (1) month following the date of Termination.
The Company may, at its sole option and discretion, accept personal guarantees, bank letters
ol credit or surety bonds in lieu of a cash deposit required under this Section 2.9.

~edit Limi

The Company may, at any time and at its sole discretion, set a Credit Limit for any
Customer's consumption of Services for any monthly period.

Issued:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084
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2.11

2.12

emnificat

2.11.1 Customer shall defend, indemnify and hold the Company harmless from any and all
actions, claims, judgments, damages, demands, liabilities, and expenses, including
without limitation reasonable attorney's fees, arising from or in connection with:

2.11L1.A Libel or slander resulting from any use of the Services provided to
any User hereunder;

2.11.1.B Infringement of any patent, copyright, trademark, trade name or trade
secret arising from: (i) the transmission of any matertal transmitted:
(2) by any User, or (b} by any other person using the Services
provided to any User, User location, or Authorization Coede; or (ii) the
combination of User's use of Services with CPE or with other User-
provided facilities or services; and

2.11.1.C Except as otherwise provided by applicable Regulation, any
unauthorized, unlawful, or fraudulent use of or access to the Services
provided to Users.

(13 ?

CPE attachment by the User is permitied under this Tariff. The Customer 1s responsible for
ensuring that all such attached CPE must conform to the FCC's registration requirements set
forth in Part 68 of the Code of Federal Regulations (as amended). The Company may
discontinue the provision of Services to any location where CPE fails to conform to such
Regulations.

Issuad:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084
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2.13  Interconnection

2.13.1

2.13.2

2,133

The Services may be connected with services or facilities of Other Providers subject
to any technical limitations applicable to the latter; provided, however, Service
furnished by the Company is not part of a joint undertaking with any Other Provider.

Interconnection with the facilities or services of Other Providers is subject to the
applicable terms and conditions of the Other Providers' tariffs (if any). Customer
shall be solely responsible for satisfying all legal requirements for interconnecting
Customer-provided terminal equipment or communications systems with Other
Providers' facilities, including, without limitation, all licenses, permits, rights-of-way,
and other arrangements necessary for such interconnection. Any interface equipment
or facilities necessary to achieve compatibility between the facilities of the Company
and those of Other Providers must be provided at the Customer's sole expense.
Customer shall comply with all applicable terms and conditions of service provided
by said Other Providers.

Customer 1s solely responsible for ensuring that Telecommunications signals
transmitted by Users via the Services will not interfere with the operations of the
Company or those of Other Suppliers, or with the provision or use of similar services
provided by the Company or by Other Suppliers to any third party. All such signals
must be of the proper type, bandwidth, and other technical parameters so as to neither
damage the Company's or Other Providers' equipment nor degrade Service supplied
to third parties. Except with respect to Services obtained through Prepaid Calling
Cards, Customer must ensure:

2.133.A that all Users employ physical arrangements for protection of the
Company's facilities in circumstances where the Company, in its sole
opinion and discretion, deems such protection to be reasonably
necessary;

2.13.3.B that all Users provide adequate electrical power, wiring and eiectrical
outlets necessary for the proper operation of the Company's
equipment on their premises;

Issued:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30034
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2.13

2.14

2.15

Interconnection {(cont.}

2.133C that all equipment, facilities or Other Providers' services connected
with those of the Company are constructed, operated, and maintained
50 as to work satisfactorily with the Services; and

2.133D that all such equipment, facilities and Other Providers' services avoid
hazard, damage, or injury to the Company's facilities or plant, its
employees or subcontractors, or to the public.

2.13.4 Notwithstanding any other provision of this Tariff, the Company has the right to

Title

Terminate or suspend Service to any User found to be in violation of the foregoing
Section 2.13.3.

Title to any and all equipment or facilities provided by the Company under this Tariff will
remain in the Company.

Interruption

2.15.1

2.15.2

Notice. The Customer must promptly notify the Company of any Interruptions in
Service of which it becomes aware; provided, however, prior to giving such notice,
the Customer shall ascertain that the Interruption is not being caused by any action
or omission of the User or by any non-Company supplied wiring or equipment
connected to the Company's facilities. The Company's obligations under this Tariff
to apply Credits or Credit Allowances to Customer's account for any Interruptions
are expressly conditioned upon Customer's strict compliance with this Section 2.15.1.

Scheduled Interruptions. The Company, without incurring any liability whatsoever,
may make Scheduled Interruptions at any time (i) to ensure compliance by the

Customer or User with Regulations (including without limitation the provisions of
this Tanff), (ii) to ensure proper installation and operation of the Customer's and the
Company's equipment and facilities, (iii} to prevent fraudulent use of or access to the
Services, or (iv) to perform any other maintenance, testing or inspection reasonably
required for the provision of Services hereunder.

[ssued:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084
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2.16  Discontinuation

2.17

Notwithstanding any other provision of this Tariff, the Company may at its sole option and
discretion Terminate Service without incurring any liability therefor whatsoever, subject to
(i) no less than five (5) business days prior written notice or such other notice period required
by Regulation, and (ii) to any applicable Regulations, for any of the following reasons:

2.16.1 by order of a Governmental Authority;

2.16.2 in the event of any unlawful, unauthorized or fraudulent use of or access to the
Services, including without limitation, violation of the provisions of this Tan{f or of
any other Regulations by the Customer, by any other User, or by any other person;

2.16.3 the use of Services in excess of a Customer's Credit Limit (if any) or Company's
failure to receive an advance payment (if so required) for Services provided
hereunder; or

2.16.4 Customer's provision of false or misleading information in its Service Order or in any
other document delivered by Customer to the Company.

R o of Servi

The Company shall restore any Terminated Services in accordance with Regulation,
including but not limited to charging the Customer a reconnection fee as set forth in Section
43.

[ssued:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084
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2.18

2.19

Disclai

The Company will have no liability whatsoever to User, to its employees, agents,
subcontractors, or assignees, or to any other person for (1) damages arising out of any Other
Providers' Performance Failure, (ii) any act or omission of any third party furnishing
equipment, facilities or service to any User in connection with this Tariff or with the
Services, or (iii) any other act or omission of any Other Provider, User or third party related
to the use or provision of Services hereunder.

THE COMPANY DISCLAIMS ALL REPRESENTATIONS AND WARRANTIES,
EXPRESS OR IMPLIED, INCLUDING WITHOUT LIMITATION, ANY IMPLIED
WARRANTY OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE FOR OR IN CONNECTION WITH THE PROVISION OF SERVICES
HEREUNDER.

| itation of Liabili

2.19.1 Except as caused by its willful misconduct or negligence, the Company's liability
with respect to any action, claim, judgment, damages, demand, liability or expense
(including without limitation reasonable attorney's fees) (i) brought or incurred by
any User or any other party in connection with the installation, provision,
preemption, termination, maintenance, repair or restoration of Service, or (ii) arising
from any Performance Failure, will in no event exceed an amount equal to the
Service charges incurred by User for the month during which the Service was
affected. Such amount will be in addition to any amounts that may otherwise be due
User as Credits or Credit Allowances pursuant to the provisions of Section 2.21
hereof.

2.19.2 To the extent permitted by any applicable Regulation, the Company's liability for
negligence will also be limited to the amounts described in Section 2.19.1 hereof.

2.19.3 To the extent permitted by any applicable Regulation, the Company's liability for
gross negligence will also be limited to the amounts described in Section 2.19.1
hereof.

Issued:

Effective:
By: Thomas O. Cerdy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084
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219 Limitati Liabili

2.19.4 In no event will the Company be liable for loss of profits (even if the Company has

2.19.5

2.19.6

been advised of the possibility of such loss) or for any indirect, incidental, special,
consequential, exemplary or punitive damages whatsoever arising, directly or
indirectly, from or in connection with the provision or use of Services hereunder.

Except as caused by its willful misconduct or negligence, the Company will not be
liable for defacement of or damages to Users' premises or for any personal injury or
death arising, directly or indirectly, from the furnishing of Services, including
without limitation the installation or removal of any facilities, equipment or wiring
associated therewith. Customer is solely responsible for connecting any and all
apparatus, equipment and associated wiring on Users' premises to the Services, and
no other Carrier or third party engaged in such activity is to be deemed an agent or
employee of the Company in this undertaking.

Any action or c¢laim against the Company arising from any of its alleged acts or
omissions in connection with this Tariff will be deemed waived if not brought or
made in writing within sixty (60) days from the date that the alleged act or omission
occurred.

Issued:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc,
1901 Montreal Road, Suite 108
Tucker, GA 30084
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2.20 Indemnification

Subject to the limitations of liability set forth in Section 2.19 hereof, the Company and the
Customer shall defend, indemnify, and hold each other harmless from and against any and
all actions, claims, judgments, damages, demands, liabilities, and expenses, including
without limitation reasonable attorney's fees, resulting from injury to or death of any person
(including injury to or death of their employees) or from the loss of or damage to tangible
real or tangible personal property or to the environment, to the extent that such injury, death,
toss or damage was proximately caused by any negligent act or omission on the part of the
party from whom indemnity is sought, or on the part of its agents, employees, subcontractors
or assignees, in connection with the provision or use of the Services. The indemnifying party
under this Section 2.20 shall defend the other at the other's request against any such action,
liability, claim or demand. The party seeking indemnification under this Section 2.20 must
notify the other promptly of written claims or demands for which the indemnifying party is
responsible hereunder. The Company and the Customer, as the case may be, shall cooperate
fully with the other in the course of such indemnification, and the indemnifying party shall
control such defense and the right to litigate, settle, appeal (provided it pays the cost of any
required appeal bond), compromise or otherwise deal with any such claim or resulting
judgment, provided that such settlement, compromise or other resolution of said claim does
not result in any liability to the indemnified party.

Issued:

Effective:
By: Thomas O. Cordy, President
Maxxis Commuunications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084
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2.21.1

Credits (“Credit(s)”) to the Customer’s fixed charges, if any, for Interruptions (other
than Scheduled Interruptions or Interruptions caused by Other Providers for which
a Credit Allowance is due the Company as described in Section 2.21.2 hereof) which
(1) exceed in the aggregate twenty-four (24) hours per month, (ii) are directly caused
by the Company, (iii) are not due to either equipment or wiring supplied by any
person other than the Company, and (iv} are not due to the negligence or willful
misconduct of the User, its employees, subcontractors, agents, or assignees, will be
applied to Customer's account with the Company. Such Credits are to be calculated
by multiplying the fixed monthly, recurring rate (if any) for the affected Service by
the ratio that the number of hours the Interruption bears to 720 hours (for the purpose
of this computation, each month is deemed to have 720 hours). An Interruption is
measured from the time the Company detects, or the Customer notifies the Company
of, its occurrence until such time as the Interruption is cured. Each Interruption is to
be considered separately for the purposes of this calculation and is be rounded to the
nearest hour.

In the event of an Interruption caused by Other Providers for which a credit or
allowance (“Credit Aliowance”) becomes due to the Company, the Company shall
apply such Credit Allowance to Customer's account, less an administration fee of
twenty dollars ($20.00), subject to the Company's collection of such Credit
Allowance from the Other Provider obligated to provide same. In no event will the
Company be obligated to credit Customer any amounts in excess of any Credit
Allowance allocable to Customer's Interruption(s) which Company receives from the
Other Provider. Any other provision of this Section 2.21 notwithstanding, Company
will have no obligation to apply any credit to Customer's account for Interruptions
caused by an Other Provider for which no Credit Allowance is due to the Company.

Issued:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084
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2.21

222

2.23

2.24

~edi :

2.21.3 Except as otherwise set forth herein, Customer's sole and exclusive remedy for any
and all Performance Failures which consist of or give rise to Interruptions are Credits
or Credit Allowances to the extent available under this Section 2.21; for any other
Performance Failures or in the event Credits or Credit Allowances are unavailable
(due to the fact, for example, that the Customer does not incur any fixed monthly
recurring charges), Customer’'s sole and exclusive remedy in lieu of said Credits or
Credit Allowances will be an immediate right to Terminate Services prior to the
expiration of the Minimum Service Period.

Mini Service Period

The Minimum Service Period will be for the term specified in Customer's Service Order,
which term must be no less than thirty (30) days. This MSP will automatically renew for
subsequent terms of equal duration. Either the Company or the Customer may elect not to
renew any MSP by written notice to the other no later than thirty (30) days prior to the
expiration date of said MSP.

Force Majeure
The Company is excused from any Performance Failure due to causes beyond its reasonable
control, including but not limited to acts of God, fire, floods, other catastrophes,

insurrections, national emergencies, wars, labor disputes, or any Regulation or other
directive, action or request of any Governmental Authority.

Customer Premises

Customer shall provide, without cost to Company, all equipment, space, conduit, and electric
power required to terminate the Services at the User's premises. The Customer shall arrange
for the Company, or for other Carriers as required, to have access to the User's premises at
all reasonable times for purposes of Service installation, Termination, inspection and repair.
Customer shall be solely responsible for any damage to or loss of Company equipment while
on the premises of User, unless such damage is caused by the negligence or willful
misconduct of the Company, its employees, subcontractors or agents.

[ssued:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084
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2.25
Should any provision or portion of this Tariff be held by a court or administrative agency of
competent jurisdiction to be illegal, invalid, or unenforceable, the remaining provisions of
this Tariff will remain in full force and effect.

2.26  Cooperation
Customer shall cooperate with the Company to the extent necessary for the Company to
discharge its obligations hereunder and as reasonably requested by the Company.

2.27 Governing Law
This Tanff is to be governed by and construed in accordance with the rules and orders of the
Commuisston and the laws of the State of Georgia.

Issued: Effective:

By: Thomas O. Cordy, President
Maxxis Communications, Inc,
1901 Montreal Road, Suite 108

Tucker, GA 30084
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3.1

Descrintion of Servi

Services consist of (i) One Plus Service, (ii) Inbound Toll-Free Service, and (111) Travel Card
Service and (iv) Prepaid Calling Card Service, as described herein.

311

One Plus Service is a switched, intrastate, telecommunications service which permits
Users to establish communications between points within the Commonwealth of
Pennsylvania.

Inbound Toll-Free Service is a switched, intrastate, incoming telecommunications
service. Customers shall be assigned an “800", “888", “877" or other Toll-Free
incoming telephone number by the Company for termination and billing of Inbound
Toll-Free Service calls.

Travel Card Service is a switched, intrastate, telecommunications service which
permits Users to establish communications between points within the
Commonwealth of Pennsylvania. Users may utilize Travel Card Service to originate
outbound, direct dial calls, via Company-provided toll free telephone numbers in
order to complete switched, intrastate, telecommunications calls. Travel Card
Services are subject to the following terms and conditions.

3.1.3.A Unit_Value. Travel Card Services may be obtained from the
Company, from Agents or from Customers at various per-minute or
per-unit rates as set forth in Section 4.8, inclusive of all taxes. All
Travel Card calls are measured in one (1) minute increments, rounded
to the next higher full minute, except as otherwise set forth herein.

Issued:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Ing,
1901 Montreal Road, Suite 108
Tucker, GA 30084
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3.1  Description of Services (cont.)
3.13B Other Conditions of Service

(i)

(i)

(iii)

(iv)

)

(vi)

Travel Card calls to 700, 800, 888, 877, 900, 950 and other
similar numbers will not be completed.

Travel Cards may not be used to make operator assisted calls.
However, upon request, the Company’s customer service
personnel will provide Customers with call completion
assistance at no charge.

Travel Cards may not be used to make third party billed calls
or person-to-person calls.

The Company will credit the account of a User’s Travel Card
for calls that are Interrupted or are subject to inadequate
transmission due to Performance Failures. Credits will not
apply to Interruptions which are: (a) not reported to the
Company by the Customer or User within ten (10} days after
the Interruption; (b} not proximately caused by the Company
or its Agents, or (c) caused, in whole or in part, by the User.

Travel Card Services may be marketed in conjunction with
third parties for which the Company serves as the common
carrier.

Travel Card charges include per minute or per unit usage
charges and may also include a per call service charge.

Issued:

Effective:

By: Thomas O. Cordy, President
Maxxis Communications, Inc,
1901 Montreal Road, Suite 108

Tucker, GA 30084
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3.1 Description of Services (cont.)
3.1.4 Prepaid Calling Card Service consisis of (i) Toll-Free Access Prepaid Calling Card

Service and (ii) Local Access Prepaid Calling Card Service. Users may utilize
Prepaid Calling Card Services to originate outbound, direct dial calls, via Company-
provided telephone numbers in order to complete switched, intrastate,
telecommunications calls. Prepaid Calling Card Services are subject to the following
terms and conditions.

3.14.A Unit Value. Prepaid Calling Cards may be obtained from the
Company, from Agents or from Customers in 60, 30 or 10 unit
denominations with a per-unit value as set forth in Section 4.9,
inctusive of all taxes. All Prepaid Calling Card calls are measured in
one (1) minute increments, rounded to the next higher full minute.

3.14B Other Conditions of Service

(1) Prepaid Calling Card calls to 700, 800, 888, 877, 900, 950
and other similar numbers will not be completed.

(1)  Calls may only be charged against a Prepaid Calling Card that
has a sufficient available balance.

(iti)  Prepaid Calling Card balances will be reduced and depleted
based upon User’s usage. Users will be given notice (e.g., by
automated operator intervention) one minute before the
available card balance is depleted, based on the terminating
location of the call. When the balance is depleted, the call
will be terminated.

(iv}  Third party billing and person-to-person calls may not be
made with Prepaid Calling Cards.

Issued:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084
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3.1 Description of Services (cont.)

(v) Some promotional Prepaid Calling Cards are non-refundable
and will expire on the date specified on the card (or on the
package in which the card is included) as applicable.

{(vi)  The Company will credit the account of a User’s Prepaid
Calling Card for calls that are Interrupted or are subject to
inadequate transmission due to Performance Failures. Credits
will not apply to Interruptions which are: (a) not reported to
the Company by the Customer or User within ten (10) days
after the Interruption; (b) not proximately caused by the
Company or its Agents; or (c) caused, in whole or in part, by
the User.

3.14.C Prepaid Calling Card Recharge Option. Users of a Prepaid Calling

Card may be given the option of adding additional dollar or unit
values to the Prepaid Calling Card account associated with that card
by payment to the Company via a major credit card. This recharge
option may be available by contacting the Company’s customer
service department. The minute or unit value of a recharged Prepaid
Calling Card is set forth in Section 4.9.

Issued: Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084
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3.2

i

The Customer's monthly charges for Services provided hereunder are based upon either (i)
the total time the User actually uses the Services (rounded to the increments set forth in
Section 4), or (i1} the airline mileage between the originating and the terminating rate centers
of each call as calculated using the V and H coordinates set forth in AT&T's FCC Tariff No.
10 on file with the Commission, and incorporated herein by reference. The method of
calculation of the airline mileage between rate centers

is calculated according to the following formula.

VAV -V + (H1 - H2)
10

Where V1 and H1 are the V and H coordinates of point 1, and V2 and H2 are the V and H
coordinates of point 2. The mileage is rounded up to an integer value to determine the airline
mileage.

[ssued:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084
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4 RATES
4.1  Retum Check Charge

4.2

4.3

4.4

4.5

The Customer will be charged twenty dollars ($20.00) or the applicable statutory return
check charge (if any), whichever is greater, whenever a check or draft presented for payment

of Service is dishonored by the institution upon which it is drawn.

Late Payment Charge

Invoices unpaid after thirty (30) days shall incur a monthly finance charge on the unpaid
balance at a rate equal to the lesser of one and one-half percent (1.5%) or the maximum rate

permitted by law.
Reconnection Fee

A charge of twenty dollars ($20.00) or the applicable statutory charge for reconnection of
Service (if any), whichever is greater, will apply whenever a User requests to be reconnected
to the Services after the Company has Terminated the Services to User for any reason
allowed by this Tariff.

Promotions

The Company may from time to time engage in special promotions of new or existing
Service offerings of limited duration designed to attract new customers or to increase
existing Customer awareness of a particular offering. The promotional offerings are subject
to the availability of the Services and may be limited to a specific geographical area or to a
subset of a specific market group; provided, however, all promotional offerings shall be
offered in accordance with applicable Regulations.

Miscellaneous Rates and Charges

The Company may adjust its rates and charges or impose additional rates and charges on its
Customers in order to recover amounts it is required by governmental or quasi-governmental
authorities to collect from, or pay to others, in support of statutory or regulatory programs.
Examples of such programs include, but are not limited to, the Universal Service Fund, the

Primary Interexchange Carrier Charge, and compensation to pay telephone service providers
for the use of their pay telephones to access the Company’s Services.

Issued:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 310084
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4.6

The following rates apply to all presubscribed One Plus Service Customers. Calls are
measured in one (1) minute increments, rounded to the next higher full minute.

Rate Plans Day Rates N/Wkd./Eve. Monthly Initial
Rate Recurring Set-up

Fee Fee

Plan | 30.10 30.10 $3.00 None

4.7  Inbound Toll-Free Service Rates

The following rates apply to all Customers of Inbound Toll-Free Service. Calls are measured
in one (1) minute increments, rounded to the next higher full minute.

Rate Plans Day Rates N/Wkd./Eve. Monthly Initial
Rate Recurring Set-up

Fee Fee

Plan 1 $0.12 30.12 $1.00 None

Issued:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084
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438

49

Rates for Travel Card Calls are as follows.

Rate Plans Day Rates N/Wkd./Eve. Monthly Initial
Rate Recurring Set-up
Fee Fee
Plan 1 50.19 $0.19 None None
p id Calline Card Service R
Rates for calls made with a Prepaid Calling Card are as follows:
Toll-F d Calling C Servi
49.1.A Intrastate Rate
Rate Plans Day Rates N/Wkd./Eve. Rate Per Call
Fee
Toll-Free Access Plan 1 1 UnitMin. 1 Unit‘Min. $0.25
{1 Unit =80.12) {1 Unit=130.12)

Issued:

By: Thomas O. Cordy, President

Maxxis Communications, Inc.

1901 Montreal Road, Suite 108
Tucker, GA 30084

Effective:
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4.9

Prepaid Calling Card Servi cont
4.9.2 Local Access Prepaid Calling Card Service Rates

492.A Intrastate Rate
Rate Plans Day Rates N/Wkd./Eve. Rate Per Call
Fee
Local Access Plan 1 1 UnitMin, } UnitvYMin, $0.25

(1 Unit =$0.07)

(1 Unit =$0.07)

4.10 iiaxphme_CQmpﬁnsaImSumhargﬁ

Customer dialed 800, 888, 877 and “10XXX" calls originated from pay telephones to obtain
access to the Company’s Services will incur a per-call surcharge of $0.30.

4.11

i :

The Company does not provide directory assistance. Access to long distance directory
assistance may be obtained by dialing 1+(area code)+555-1212. User will be charged (or
Customer will be billed) $0.75 for each intrastate directory assistance call. The directory
assistance charge applies to each call regardless of whether the directory assistance bureau
is able to furnish the requested telephone number.

[ssued:

By: Thomas Q. Cordy, President

Maxxis Communications, Inc.

1901 Montreal Road, Suite 108

Tucker, GA 30034

Effective:
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4.12  Rales for Heanng or Speech Impaired

For medically certified hearing or speech impaired Users who communicate via a TDD, the
Company will issue upon request a credit in an amount of 25% of the regularly bilied charges
under Section 2.6 for calls made between TDDs. The credit will appear on the Customer’s
subsequent bill.

4.13  Application Periods

The following application periods apply to the rates established in this Section 4.

MON. TUES. WED. THU. FRI. SAT. SUN.

8:00 AM
to Day Rate Period N/Wkd
5:00 PM |-mammmmmmm e e [ ESS—— [

5:00 PM
to Evening Rate Period N/Wkd Eve.
11200 PM |-mmmmemm oo e oo ||----=--- ||------- |

11:00 PM
o Night/Weekend Rate Period

4.14 Holiday

On Holidays the rate applicable is the Evening rate unless a lower rate would normally apply.

[ssued: Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30084
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4.15 Computation of Charges

4.15.1

4.15.2

Calls wiil be biiled in increments of either (i) an initial thirty (30) seconds period and
additional periods of six (6) seconds, (i1) an initial sixty (60) seconds period and
additional periods of thirty (30) seconds, or (ii1) an initial one (1) minute period and
additional periods of one (1) minute, as set forth in Sections 3.1, 4.6 or 4.7. Where
answer supervision is available, the time of each call begins as set forth in Subsection
4.15.2 below, and ends when the calling party disconnects. In no event will the time
of a call be deemed to begin prior to sixty (60) seconds from the time of intervention
by an operator or automated equipment with respect to said call, except where answer
detection capability exists.

Where answer supervision is available, the time of a call begins when the called
station is answered, as determined by the standard industry methods selected by the
applicable Other Provider. The Company will not knowingly bill any Customer for
unanswered calls. Upon the Customer's request, the Company shall promptly refund
or credit, as the case may be, payments or charges for any unanswered call
inadvertently billed due to the unavailability of Feature Group D or to the LEC's
fatfure to provide answer supervision. Where answer supervision is not available,
any call for which the billed duration exceeds one minute shall be presumed to have
been answered.

[ssued:

Effective:
By: Thomas O. Cordy, President
Maxxis Communications, Inc.
1901 Montreal Road, Suite 108
Tucker, GA 30034
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19, AFFIDAVIT: Anach o the Application an sfidavit as followss
AFFIDAVIT |
[Commonwealth/State] of____Georgia !
: 55,

County of___DeKalb ' i
Thomas 0. Cordy , Affiant, being duly [swom/affirmed] according to lsw, deposes and says that, ;
[He/shexis the President _ (Office of Affiam) of____Masotis (Name of Applicant) ] !
Commuriications, Inc. !
[That he/she Is authorzed to and does make this affidavit for sald corporation;] :

Thauc'm__.maél}'nc;.tiﬁ.._lm.__ the Applicant herein, acknowledges that [he/she/it] may have an

obligation to serve or to continue to serve the public by virtue of the Applicant commencing the render-

ing of service pursuant ta this Application consistent with the Public Utliity Code of the Commonweahth of lI
Pennsyivanta, Thie 66 of the Pennsylvania Consolidated Statutes; with the federal Telecommunications ;
Act of 1996, signed February 6, 1996; or with other applicable statutes or regulations; . i

ThgtCommunications, Inc.the Applicant herein, asserts that [he/she/it] possesses the requisite ;
technical, managerial, and financlal fitness to render public utifity service within the Commonwealth of :
Pennsylvania and that the Applicant will abide by all applicable federal and stste laws and regulations and

by the decisions of the Pennsylvania Public Utility Copmimis

Notary Pubiic, Futton Countty, Geargla
My Commission Expires Aug. 27, 2002

My commission expires

. o -9,
» 4 BOLTOR G0iL1 9 '1E  (n3aing 235) D4 R¥S5:6 6661 9¢ €34
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CERTIFICATE OF SERVICE

I hereby certify that [ have this day served a copy of the foregoing Application of Maxxis
Communications, Inc. for a Certificate of Public Convenience and Necessity, Proposed Tariff and
Affidavit of Thomas O. Cordy, by depositing same with the United States Mail in a properly
addressed, prepaid envelope to insure delivery to the following:

Irwin A Popowsky

Consumer Advocate

1425 Strawberry Square
Harrisburg, Pennsylvania 17120

Bernard A. Ryan, Jr.

Small Business Advocate
Commerce Building, Suite 1102
300 North Second Street
Harrisburg, Pennsylvania 17101

Office of the Attorney General
Bureau of Consumer Protection
Strawberry Square, 14th Floor
Harrisburg, Pennsylvania 17120

This ¥ thday of b 1999,

Wit K0

MICHAEL K. STEWART
Georgia Bar No. 681688

GERRY, FRIEND & SAPRONOV, LLP
Three Ravinia Drive

Suite 1450

Atlanta, GA 30346-2131

(770) 399-9500

COUNSEL FOR MAXXIS COMMUNICATIONS, INC.



COMMONWEALTH OF PENNSYLVANIA

DATE: MARCH 3, 1999
SUBJECT: A-310795
TO: Office of Special Assistants

FROM: James J. McNulty, Secretary

We attach hereto a copy of the application of MAXXIS
COMMUNICATIONS, 1INC. for approval to provide telecommunication services
as an Interexchange Reseller to the public in the Commonweaith of Pennsylvania,
which has been captioned and docketed to the above number.

The protest period for this application expired on or about FEBRUARY 11,
1999.

Since no protest have been received within the time period, this matter is being
referred to your Office to schedule it for consideration by the Commission at Public
Meeting.

Attachment

cc. Bureau of Fixed Utility Services




COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA PUBLIC UTILITY COMMISSION
P.O. BOX 3265, HARRISBURG, PA 17105-3265

In Reply Please
Refer to Our File
A-310795

MARCH 3, 1999

CHARLES A HUDAK ESQUIRE
THREE RAVINIA DRIVE SUITE 1450
ATLANTA GA 30346-2131

Dear Sir/Madam:

Please be advised that the Application of Maxxis Communications, Inc., to provide
telecommunications services as an Interexchange Reseller to the public in the Commonwealth of
Pennsylvania, has been reviewed and found to be in compliance with the filing requirements of the
Commission’s Opinion and Order entered June 3, 1996, at Docket Number M-00960799.

The protest period for this application expired on or about February 11, 1999.

Since no protests have been received within the time period, this matter is being
referred to the Office of Special Assistants to schedule it for consideration by the Commission at Public
Meeting. .

Please be advised that you now have provisional authority to do business in
Pennsylvania.

Should you have any further questions regarding this matter, please do not hesitate to
contact me.

Very truly yours,

s WL

James J. McNulty
Secretary

cc. Thonas 0. Corly CUMENT! |
FOLDER

MAR 9 1339




PENNSYLVANIA PUBLIC UTILITY COMM%SION
RECEIPT

The addressee named here has paid the PA P.U.C. for the following bill:

DATE 3/ 9799
GERRY FRIEND & SAPRONOV LLP RECEIPT # 195388
ATTN MICHAEL K STEWART
3 RAVINIA DR STE 1430

ATLANTA, GA 30346-2131 K3p
Application fees for MAXXIS COMMUNICATIONS INC

Docket Number A-310795................ $250.00 DOCK ETED
REVENUE ACCOUNT:  001780-017601-102 MAR 10 1999

CHECK NUMBER: 1913 :
CHECK AMOUNT: $250.00 C. Joseph Meisinger
(for Department of Revenue)

DOCUMENT
FOLDER
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