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USAC Universal Service Administrative Company

Lori §. Terraciano
Associate Manager — Universal Scrvice Revenuc Adminisiration

September 12, 2001

Patrick . Crocker
900 Comerica Bldg.
Kalamazoo, M] 49007

Mr. Crocker:

This letier is in response to the April 2001 FCC Form 499-A filings that were submitted
for American Cyber Corp. (Filer 499 ID 819152), Inmark, Inc. (Filer 499 ID 814681),
LoTel, Inc. (Filcr 499 1D 819396), Protel Advantage, Inc. (Filer 499 [D 809181), and
Coleman Enterprises, Inc. These filings reported zero revenue for all of these companies
for the period of January - December 2000.

Allached to each 499-A filing for the above mentioned companies was an addendum that
stated QAL Inc. was required to file the 499-A (ilings for these companies and pay all
universal service charges related 1o these filings. This is not true according to FCC
Rules. Plcase see pages 4-7 ol the Instructions to the Telecommunications Reporting
Worksheel (attached). Each legal entity is required to file their own 499-A filing
reporting their own revenue. QAI may have provided a service to these companies in the
past, but they arc not obligated to file 499 filings for any of their resellers.

[n the addendum, it is pointed out the QAT has agreed to file 499 filings on behalf of
these companics, as proven in their August 21, 2000 lctter. This letter states that QAI
will be filing the Seplember 1, 2000 FCC Form 499-S on their behalf. There is no
mention of any future filings, other than the September 1. 200 499-S. Therefore, all of
the above mentioncd companies are required to submit the April 1, 2001 FCC Form 499-
A on their own behalf

Not all companics arc required to contribute directly to the Universal Service Fund. The
following excerpts from the FCC's Form 499 Instructions on pages 5-7, will help to
explain what companies are exempt [rom contributing to the Universal Service Fund:

Universal service gxception for de pinimiy lelecompuimnications providers

Section 33708 of the Compussion’s rules states that ielecommmnications carriers and
telecompnuncarions providers are iot requived 1o contribue 1o the universal service suppori
mechanisis for a given vear if their contribution for that vear is less than $10.000."

47 CT R § 34708

S0 Sourh Jetlerson Rd. Whippany. NJ 07981
Vst us anlime al: hiipwww umiversalservice. org
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Providers should complete the table contained in Figure 1 fo determine whether they meet the de
minimis standard. To complete Figure 1, potential filers must first complete block 4 of the
Telecommunications Reporting Worksheet and enter the amounts from Line 420¢d) and 420(e) in
Figure (. Telecommunications providers whose estimated contributions to universal service
support mechanismy would be less than 310.000 are considered de mininis for universal service
contribution purposes and will not be required to contribute directly to universal service support
mechanisms

Exception for government, broadcasters, schools and libraries

Certain entuties are explicitly exempted from contribuiing directly to the universal service support
mechanisms  and  need not  file  this  worksheet Governmmment  entities  thai  purchase
tefecommunications services in bulk on behalf of themselves, e.g.. state networks for schools and
libraries. are not required to file or contribute directly to universal service. Public safety and local
goverunental entities {ficensed under Subpart B of Part 90 of the Commission's rules are not
required 1o file or contribuie directly to universal service  Similarly, if an entity provides inlerstate
telecommnanications exclusively (o public safery or government entities and does nor offer services
to others, that entity is not required to fite or contribute directly to universal service. In addition,
broadcasiers, non-profit schools, non-profit libraries, non-profit colleges, non-profit universities,
and non-profit health care providers are not required (o file the worksheet or contribute directly to
universal semnvice.

Fxception jor sysiems pteprators and self providers

Svstems imtegrators that derive less than five percent of their systents mtegration revenues from
the vesate of iclecommunications are not required to file or contribute directly to universal
service. Sysiems integrators are providers of integrated packages of services and products that
muay include the provision of computer capabilities, interstate telecommunications services,
remole data processing services, back-office data processing, management of customer
relationships with underiyving carriers and vendors, provision of telecommunications and
compuler equipment. equipment maintenance, help desk functions, and other services and
products). Entities that provide services only 1o themselves or to commonly owned affiliates need
not file.

Unless the above mentioned companies qualify for one of these exemptions, they will
have a direct contribution obligation to USAC. Underiving carriers can not assume that
responsibility on these companies behalf.

Please submit completed April 1, 2001 FCC form 499-A filings to the following address
as soon as possible:

Form 499- DCA

Awn: Lort S. Terractano
80 S. Jefferson Rd.
Whippany, NJ (7981

80 Sourh Jelferson Rd. Whippuny, N1 (07981
Visitus online al: hitp #www universalservice org



Page 3
September 12, 2001

I you need help completing the 499A, please contact the Form 499 help line at 973-560-
4460 or through e-mail at Form499@ineca.orp.

[ trust this information provides you with the background necessary to resolve your
questions/concerns. Please contact the Form 499 help line at 973-560-4460 with any

further questions.

Thank vou,

o el ‘ T
/ A / Lt Lk
/ - // L .
. e

ce: Bill Davis (PWC)
l.1sa Harer

&0 South Jelferson Rd. Whippany NJ (798
Visit us online at Mg www. universalservice org
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INDEPENDENT MARKETING AGREEMENT

This Independent Marketing Agreement (" Agreement”) is made as of
, 1999 (the "Effective Date"), by and between QAI, Inc., a Minnesota
corporation ("QAI") and Prote] Advantage, Inc., 2 Minnesota corporation ("Marketer").

A, QAT designs, markets and implements long distance network programa.

B. QAI and Marketer desire to enter into or update its relationship on the terms
defailed in this Agreement pursuant to which QAI will provide long-distance
telecomrpunications products to Marketer's Customers and related services to Marketer.

Therefore, in consideration of the foregoing premises and the covenants contained in this
Agreement, and for other good and valuable consideration, the receipt and adequacy of which are
hereby acknowledged, QAT and Marketer agree as follows:

1. MARKETING AND SALE

(a)  Marketing. QAI grants to Marketer and Marketer accepts the non-transferable,
non-exclusive right to market the products and services of QAI described op Schedule i (the
"Products”) to appropriate persons and entities throughout the United States. Marketer may not
change the Products in any way for any Customer (defined below). QAI may change the
Products from time to time in its discretion, and may, in its discretion, choose any long distance
carrier (the "Carrier") as the underlying provider of Products and purchase those Products
directly from the Carricr or otherwise. QAI reserves the right, in its reasonable judgment, to
change a Customer's Products based upon competitive pressures, volume, service provided and
other similar criteria and may make any additional medifications with respect to a Customer as it
deems necessary or desirable to ensure competitiveness, efficiency, economie viability, or
Customer satisfaction. Marketer shall have na exclusive or protected territories, customers,
Products, or other exclusivity nghts hereunder.

(b)  Customers. Each party solicited before this Agreement and subsequent to the
effective date of this Agreement by Marketer to purchase the Products will be deemed a
"Customer” of Marketer when the Customer has elected to purchase the Products. A Cuastomer's
service order is "Provisioned” when accepted by QAI in its discretion, provided that
provisioning may also be subject to acceptancs of the Customer by the applicable Carrier, in its
discretion. Customers of Markcter and customers of QAI or other marketing agents of QAI that
have been Provisioned by QAT are referred to herein collectively as "Clients.”

(¢}  Prolubited Marketer Activities.

(1)  Marketer shall not at any time during or after the term of this
Agreement (A) transfer or convert or attempt to transfer or convert any
Client from use of the Products or other products or services provided by
QAL (B) utilize any Client list or any information relating to Clients for
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any reason other than performance hereunder, (C) without QAI's prior
written consent, market or sell to Clients any services or products of any
party other than QAI at any time that such Clients are doihg any business
with QAI, or (D) market QAI Products to Clients other than Customers.

(i)  Marketer shall not at any time during the term of this Agreement
and for a period of three (3) years thereafier, directly or indirectly

(A) induce or atiempt to influence any vendor, marketing agen, potential
client with which QAI or any of QAI's marketing agepts has had
substantive discussions regarding provision by QAI of long distance
telecommunications services, or other business related contact of QAL
(collectively, the "QAI Affiliates") to terminate its relationship with QAL
or (B) establish any business relationship with any QAT Affiliate
concerning the design, marketing, operation, provision or implementation
of any long distance telecommunications product or service.

(d)  Marketer's Use of Sub-Contractors or Agents, Marketer shall have no right or
authority to establish or utilize agents, subcontractors, multi-level marketing/sales arrangements
or any other indirect marketing arrangements in connection with Marketer's performance
hereunder, e¢xcept that Marketer may utilize sub-contracters that are direct contracting parties
with Marketer and thus are "one-level down" from Marketer in Marketer's structure to assist
Marketer in performing hereunder, provided that Marketer will remain responsible for all
obligations hereunder delegated to a sub-contractor and for all actions by its sub-contractors, and
provided further that Marketer shall promptly disclose to QAT the identity of any sub-contractor
and the nature of the sub-contractor's duties, shall provade to QAI copies of all contracts or other
agreements berween Marketer and any subconrractor, shall obtain QAl's prior written consent to
the sub-contractor arrangement, which consent can be withheld or withdrawn at any time, and
shall require such sub-contractor to comply with the terus of this Agreement. Marketer shall
have no rights or remedies, nor shall it bring any claims, against QAI anising out of or relating to
Marketer's utilization of any sub-coatractor or agent.

2, COMPENSATION, ADVANCES AND PAYMENTS

(a)  Margins. Margins in respect of each Customer, defined in Schedule 2, belong to
Marketer and will be paid by QAI 1o Marketer as provided in this Agreement and in Schedule 2.
QAI makes no guarantees or assurances to Marketer of Marketer's earnings hereunder and
Marketer's right to Margins will cease as provided in Section 2(d) apd Section 5(c). Except for
payment of Margins and any other payments specifically provided for in this Agreement, QAl
will have no obligations to make any payments to Marketer under this Agreement, reimburse
Marketer for apy expenses, cover any of Marketer's costs, or provide any support or benefits to
Marketer, If Margins for any given calendar month are negative, QAJ will not make any claim
against Marketer for any cash payment in respect of such negative amount, but such negative
amount may be applied by QAJ to offser any Margins or other payments presently due or to be
due in the future to Marketer under this Agreement and/or any other agreement or arrangsment
that has resulted In amounts owing by QAI to Marketer.

(3]
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(b)  Advances. QAI may, in its sole discretion and from time to time, make advances
to Marketer in respect of Margins that may become payzble by QAI to Marketer ("Advances”).
Advances shall be repayable by Marketer to QAT on demand, and shall bear interest at a floating
rate equal to QAT's borrowing rate which is currently the Prime Rate from time to time phos
2.0% or, if lower, the maximum interest rate permitted by law. QAI may in its discretion
withhold and offset as described in Section 2(¢) any Margins or other payments due to Marketer
from QAI against amounts owing by Marketer to QAI in respect of Advances, including Iiterest
due thereon. If QAT purchases from Marketer the Margin rights for all Customers pursuant to
Section 2(d) and the ocutstanding Advances io Marketer and interest thereon exceed the price
paysble by QAT under Section 2(d), QAI will not make any claim against Marketer for amy cash
payment in respect of such excess but such excess may be applied by QAl to offset other
obligations of QAI to Marketer under this Agreement and/or any other Agreement or
arrangement that has resulted in amounts owing by QAI to Marketer.

(c)  Note and Security Agreement. As a condition to Adveances, QAI may i its
discretion require Marketer to execute and detiver to QAI 8 promissory note and secumity
agreement in a form satisfactory to QAl, granting to QAI, among other things, a security interest
in Marketer's tangible assets, its rights to Margins and any other payments hereunder, it
accounts receivable, its rights to its Customer relationships and contracts and its rights to
relationships and contracts with other customers.

(d Margin Buyout. QAI may at any time and from time to time during the term of
this Agreement and thereafter in its discretion, upon notice to Marketer, purchase ffom Marketer
any or all nghts of Marketer ta receive Margins hercunder and any other payments in respect of
Products provided to Customers ("Margin Buyont"). Such right may be exercised ona
Customer-by-Customier basis, or for all Customers of Marketer at the time of such exercise. If
QA excrcises the right on a Customer-by-Customer basis, the purchase price payable by QAI for
Margin Buyout in respect of a Customer will be six times the average monthly Margins
attributable to that Customer for the mast recent three complete calendar months preceding
exercise (ot such fewer number of complete months for which Margins have been payable). If
QAL exercises the right for all Customers, the purchase price payable by QAI will be six times an
amount equal to the quotient obtained by dividing all Margins payable to Marketer for the most
recent three complete calendar months preceding exercise, other than Margins payable in respect
of Customers whose Margin rights have already been purchased by QAI or who have ceased
purchasing from QAI products marketed to ther by Marketer, by three (3), Any Margin Buyout

_purchase price will be paid in thres (3) equal instaliments, with the first instaltment payable on
the date of exercise and the next two installments payable 30 and 60 days thereafter, respectively,
provided that QAIl may, in its discretion, make all three installments in 2 single lamp sum
discounted to present value at a discount rate of ten percent (10%). Following exercise by QAI
of its rights under this Secton 2(d), QAI shall remain responsible for billing and collections with
respect to each such Customer and shall become immediately responsible for all customer
service to each such Customer, and Macketer shall retain its regulatory certifications required m
connection with provision of long distance services to each such Customer and remain
responsible for all of its other obligations under this Agreement, including legal and regulatory
compliance. QAT may require Marketer to exccute any documents reasonably necessary or
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appropriate to effect or document QAT's exercise of its Margin Buyout rights and the
commensurate transfer of rights to QAL

(¢)  Offset QAI has the right, without giving notice to Marketer. to withhold and
offset any Margins or other payments due to Marketer from QALI against any amounts owing by
Marketer to QAT under this Agreement and/or any other agrecment or arrangement that has
resulted in amounts owing by Marketer to QAL

3. CERTAIN RIGHTS AND RESPONSIBILITIES

(a) Certain Rights and Responsibilities of Marketer

(i)  Right of Fust Refusal. During the term of this Agreement, if Marketer
solicits or plans to solicit any potential customers to be provisioned for
telecommunications products or services by any party other than QAL Marketer
shall inform QAI in writing of the identities of the other party and the potential
customers and the compensation (including advances and commissions or
margins) potentially payable by such other party to Marketer in respect thereof,
and if QAI offers to substantally match the averall compensation offered to
Marketer by such third party, thea Marketer shall solicit such potential customers
on behalf of QAI and offer their accounts for Provisioning to QAI pursbant to this
Agreement, including QAI's exclusive right to provide services as described
herein, regardiess of whether QAL matches the products or services offered by the
other party.

(i) Best Efforts Marketing, Marketer will represent the Products only ina
manner consistent with information received from QAI, and will use its best
efforts to market, promote and sell the Products 1n accordance with normal
business procedures and practices in the industry, including the adherence to ail
applicable taw, statute, rule or regulation that applies to Marketer’s activities.

(i) Cooperation. During and after the term of this Agreement, Marketer will
cooperate fully with QAI in its efforts to Provision Customers' service orders, bill
and collect Customer debt and provide customer service to Customers, including
but not limited to imumediately notifying QAI in the event that Marketer is unable
to address any Customer's concerns regarding quality of service, authority to
provide service, billing or colleetions. Marketer will not retain any third party to
perform any of the services that QAI is (0 perform under this Agreement.

(iv)  Transmittal. During the term of this Agreement, Marketer will promptly
present to QAI all potential Customers in a manner and form specified by QAI for
QAlI's approval and acceptance along with any Customer information and
decumentation specificd by QAL Marketer is responsible for the accuracy and
completeness of all informaton provided on all QAI forms and documents.
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(v)  Tariff and Regulatory Compliance. During and after the term of this
Agreement, (A) for purposes of any state, federal or other regulatory body
applicable to Marketer or the Services (as defined below) or Marketer's provision
thereof (any such body, a "PUC"), including the Federal Communications
Commission, Marketer is the long distance provider to all of its Customers,
including Customers for which QAI has exercised its right to acquire Matgin
rights pursuant to Section 2(d); (B) Marketer is solely responsibie for obtaining
and maintaining compliance with all statutes, rules, regulations, orders and other
directives issued by any PUC, including the proper establishment of Marketer’s
rates and fees as such rates and fees are prescribed in this Agreement ("Tariffs™),
as the long distance provider to Customers, including Customers for which QAI
has exercised its right to acquire Margin rights pursuant to Section 2(d), and
Marketer is solely responsible for compliance of its Tariffs with applicable PUC
requirements; and (C) Marketer will maintain all records required by and/er
Recessary to verify 10 the satisfaction of all government and regulatory agencies,
that Marketer is in compliance with ail applicable statute, rule or regulation to be
kept by Marketer for such period of time as is required by such statute, rule or
regulation, and make those records available to QAI upon its request.

(vi)  Services Provided by Marketer. During the term of the Agreement,
Marketer will perform the services described in Schedule 3 (the "Services") to the
best of its abilities and will not violate any laws or regulations during its
performance of the Services. Marketer will be solely responsible for ensuring that
its operations comply with all legal and regulatory requircments.

(vit)  Quarterly Repoits. During the term of this Agreement, Marketer shall
provide to QAI within 30 days of the end of each calendar quarter a quarterly
report in a form reasenably requested by QAL including a report substantially in
the form of Exhibit B hetero, such report to include, among other items,
mformation regarding all persons and entities to whom or which Marketer sells
telecommunications products or services of any kind, aside from QAI Products,
together with information on such products and services sold by Marketer to any
Customner and any other purchaser of any telecommunications services from
Maketer. QAI shall also have the right to request and receive a quarterly balance
sheet and ncome statement from Marketer within 30 days of the end of each
calendar quarfer.

Certain Rights and Responsibilities of QAL

(H Best Efforts Provisioning. QAT will use its best efforts to ensure the
timely Provisioning of Customers' service orders. However, QAT may, without
penalty or payment, accept or reject any Customer or potential Custorer, and may
terminate service o any Customier, at any time, in tts discrevion.
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(i)  Billing, Collections and Customer Service. During and after the term of
this Agreement, subject to Section 3(b)(i), QAI will serve as Marketer's exclusive
billing and collection agent with respect to Customers of Marketer, having the
sole right and responsibility to bill and collect from those Customers. During the
term of this Agreement, QAI shall have the right to oversee and control Marketer's
provision of customer service to 1ts Customers and the right to take over the
provision of customer service to any or all of Marketer's Customers if QAT
determiines, in its reasonable discretion, that Marketer is unable to perform
customer service cffectively. If QAI exercises its right to take over the provision
of customer service to any or all of Marketer's Customers, with respect to such
Customers, QAI shall thereafter serve as Marketer's exclusive customer service
agent having the sole night t0 provide customer service to such Custorners during
and after the term of this Agreement and QAI's customer service costs shall be an
"allocable charge” for Margin calculation purposes. QAI may, in its sole
discretion, make provisions for another entity or entitics to bill, collect from or
provide customer service to the Customers on its behalf.

(i) QAI Reports QAI will supply Marketer on a timely basis with standard
QAI reports to track revenugs associated with Customers placed with QAI by
Marketer.

4. CONFIDENTIALITY

Marketer acknow]edges that during the course of its relationshup with QAI, Marketer wil
obtain information regarding QAI's business and will bave personal contact with QAT's current
Clients and QAT Affiliates. In addition 1o the restrictions set forth in Section 1(c), Marketer will
not during the term of this Agreement and indefinitely thereafter, disclose to any third party or
use for any purpose other than performance hereunder any Proprietary Information. For
purposes of this Section 4 and Section 5(b), "Proprietary Information" means any information
about the business or operations of QAl including, but not limited to, QAI Affiliates, QAI's
current and past Clients, products and services, pricing schedules, discount policies, market and
sales stratcgies, any information or compilation of information possessed by QAI which derives
independent economic value, whether actual or potential, from not being generally known or
readily ascertainable by proper means (o other persons, including computer programs, operating
instructions, source documents and dara, mailing lists, the nature of the Services, and any other
know-bow or thing, either (angible or intangible, that is not information generally available to the
public. "Proprietary Information™ also includes this Agreement, the terms of which will be kept
strictly confidential by Marketer.

5. TERM

(a)  Temunauon. This Agreement wiil termnate:

(1) [f either party commits a material breach of this Agreement, the material
breach is not cured within thirty (30) days of the date the breaching party is given
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notice of its material breach, and the non-breaching party elects to terminate this
Agreement;

(1)  If either party shall cease to do business; provided, however, that the
obligations of both parties to perform according to the terms and conditions of this
Agreement, including QAI's obligation to pay Margins to Marketer for Castomers
Provisioned prior 10 the cessation of business by either QAI or Marketer, shall
continue until any such obligations have been Aully performed,

(i) Upon the dissolution, liquidation or bankruptey of either QAI or Marketer;
(iv)  Upon the insolvency of either QAI or Marketer;

(v)  Onthe date five (5) years from the Effective Date (the "Termination
Dﬂte"); .

(vi)  In QAT's sole discretion, upon purchase by QAT of all Margin rights
pursuant to Sectian 2(d);

(vi)) In QAI's sole discretion, if Marketer's average monthly Retail Billings for
any period of three (3} consecutive calendar months is below $300,000;

(vil)) In QALI's sole discretion and for cause, without an opportunity to cure, if
Marketer breaches Section {(c) or Section 4; or

(1x)  In QAI's sole discretion, without an oppertunity to cure, if Marketer's
Customers’ collective Bad Debt for any period of three (3) consecutive calendar
mounths exceeds twenty-five percent (25%) of the total accounts receivable
associated with Marketer's Customers for Products provided by QAI hereunder for
that same three (3) month period. For purposes of this Section 5(aj(ix), "Bad
Debt” is dafined as those accounts receivable associated with Marketer's
Customers [or Products provided by QAI hereunder that are uncollected for any
reason, including nonpayment. customer credit from any source, theft of Products
or fraud, after 120 days from the dare that billing was processed and sent to the
Customer or a LEC clearinghouse.

Either party may waive or forbear enforcement of this Section §(a) in any particular
instance, and no such waiver or forbearance will constitule a waiver or forbearance applicable
either in general or to any other particular instance.

(b)  Propretarv Information. Upon termination of this Agreement for amy reason,
Marketer shall return all Proprietary Information, including documents, encoded media or other
tangible items provided to Marketer by QAI, including all complete and partial copies,
recordings, abstracts, notes or reproductions of any kind made from or about such information,
which are exclustvely the property of QAI
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()  Margins. Subject 1 Section 2(d), QAI will continue to pay any Margins to
Marketer in respect of cach Customer for up to three years after termination of this Agreement as
long as QAI receives Retail Billings (as defined in Schedule 2} from such Customer for Products
marketed by Marketer. However, QA may reduce Margins payable to 50% of the rate otherwise
specified herein if Marketer is no longer providing any Services under this Agreement and QAI
may stop paying Margins i1f QAI has terminated this Agreement pursuant to Section 5(a)y),
Section 5(a)(viii), or Section S(a)(ix). Further, where this Agreement is terminated pursuant to
Section S(a}(viii), QAI may recover (directly or through offset), with respect to any Customer
Marketer causes, directly or indirectly. to switch in whole or in part to the products or services of
a QAI competitor or to which Marketer sells any services or products of any party other than
QA any Margins paid to Marketer with respect to such Customer for the three (3) month period
prior to QAT's loss of such Customer.

(@)  Effect of Termination. Termination of this Agreement will not terminate QAI's
exclusive right to provide to Customers the long-distance telecommunications and services
described herein, and to provide to Murketer the billing, collection, customer service and support
services described heremn. [n addition. terms and provisions in this Agreement that by their sense
and context arc intended to survive the completion of performance or termination of this
Agreement, including without limitation the provisions of Section 4, Section 5 and Section 6,
shall so survive. '

6. INDEMNITY

Each party hereto (as "Indemnitor") will indemnify, defend and hold harmiess the other
party, persons and entities controlliny, corurolled by, or under comunon control with the other
party, and the officers, directors, employees and agents of any of them (each an "Indemnitee")
from and against any and all claims, demands, suits, actions or proceedings (including
administrative, regulatory, governmental, civil or criminal proceedings), labilities, losses,
damages, costs, assessments orpavments incurred by Indemnitee arising out of ot relating o
(i) any breach of or default under this Agreement by Indemnitor or its agents, subcontractors, of
other delegees, or (ii) the conduct of business or other activities by Indemmnitor or its agents,
subcontractors, or other delegees. [ndemnitor agrees to reimburse Indemmitee for all reasonable
costs and expenses (including attorneys' fees) incurred by Indernnitee due to Indemnitee's direct
participation (either as a party or witness) in any administrative, regulatory, governmental, civil
or criminal proceeding concerning Indemniter. ‘

Marketer will indeminify, defend and hold harmless QAI, persons and entities controfling,
controlled by, or under common control with QAJ, and the officers, directors, employees and
agents of QAI (each a "QAI Indemaitee") from and against any and all claims, derpands, swts,
actions or proceedings (including administrative, regulatory, governmental, civil or crimumnal
proceedings), liabilities, 10sses, damayes, costs, assessments or payments incurred any QAI
Indemnitee arising out of or relating to any sub-contra¢tor Or agency agreement entered into
pursuant to Section 1(d). Marketer agrees to reimburse such QAI Indemnitee for all reasonable
costs and expenses (including artormeys’ fees) incurred by such QAI Indemnitee due to such QAI
Indemnmitee’s direct participation (eitier as a party or witness) in any administrative, regulatory,
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governmental, civil or criminal proceeding concerning Marketer or Marketer's sub-contractor or
agent.

7. MISCELLANEOUS

(a)  Relationship of Pariies. Marketer 1s acting as an independent contractor under
this Agreement and not as an employee or agent of QAIL. As an independent contractor, Marketer
shall have no authority, express or implied, to commmt or obligate QAI in any manner
whatsoever, except as specifically authorized from time to time in writing by an authorized
representative of QAL Marketer will not purport to obligate QAI to any Customers or other third
parties in any way. Nothing contained in this Agreement shail be construed or applied to create a
partmership or joint venture, or an employer/employee or master/servant relationship. Marketer
will be responsible for the payment of all federal, state or local taxes payable with respect to all
amounts paid to Marketer under this Agreement and all costs associated with employment and
retention of Marketer's employees and consultants, who shall not be employees or consultants of
QALI; provided that, if QAI is determined to be liable for collection or remittance of any such
taxes or costs, Marketer will immediately reimburse QAU for all such payments made by QAL
The sole consideration payable to Marketer hereunder is the payment of Margins and Marketer 1s
not entitled to or eligible foc any employment or other rights or benefits frorn QAI except as may
be provided by separate written agreement

()  No Conpflict or Violation. Marketer represents and warrants to QAI that the
exccution, delivery and petformnance by Marketer of this Agreement does not and will not:
(i) violate of conflict with any provision of the charter documents of Marketer; (ii) violate any
provision of law, statute, judgment, crder. writ, injunction, decree, award, rule, or regulation of
any court, arbitrator, or other governmenial or regulatory authonty applicable to Marketer; or
(iii) violate, result in a breach of or constitute (with due notice or lapse of time or both) a default
under any contract, service or other customer agreement or other agreement to which Marketer is

a party.

(€) No Lien or Securily Interast on Customer Contracts or Other Assets. Marketer
represents and warrants to QAl that it cwns and will own all of its contracts, relationships and
accounts with its customer base, free and clear of any lien, security interest, charge or
encombrance, except for any security interest contemplared by this Agreement and any
documents relating to such a security interest. There is and will be no lien, security interest,
charge or encumbrance affecting Marketer's ownership of other Marketer assets, and no
financing statement or other instrument similar in effect covering all or any part of such
contracts, relationships or accounts has been or will be delivered or filed in any recording office,
except such as may be filed in favor ol QAL

(d) Use of Names, [ovos and Marks. Marketer shall not use the names, logos or
marks of QAI, except-as specifically provided herein, withour the prior express written consent
of QAL Marketer shall not use the names, logos or marks of any Carrier without the prior
express written consent of the Currier.
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Ifio QAL QAL [ne.
c/o Pathfinder Communicatioas, Inc.
7700 Irvine Center Drive, Suite 605
Irvine, CA 92618
Auention: Chief Executive Officer
Facsimile pumber: (949) 453-3320
Phone number: (949) 453-3313

If to Marketer: Protel Advantage, Inc.
. n adic
L MU =511 4
Attention: __gn ik () [on |
Facsimile number: __; NI A
Phone number: Al 49 il

o Amendments and Modifications. No amendment, modification or supplen:icnt to
this Agreement shall be binding unless it is executed in writing and signed by both parties to this
Agreement at the time of the amendment, modification or supplement.

(k) Goveming Law. The validity, interpretation and enforcement of this Agreement
and the rights of the parties thereto shall be determined under, governed by, and construed in
accordance with the Jaws of the State of California, without regard to the principles of conflict of
laws of the State of California ot any other jurisdiction that would call for the application of the
law of any jurisdiction other than the State of California.

O Consent to Jurisdiciion and Forum Selection. All actions or proceedings arising
m connection with this Agreement shall be tried and litigated exclusively in the State and Federal
courts Jocared in the Countv of Orange, State of Califormia, unless such actions or proceedings
are required to be brought in another court to obtain subject matter jurisdiction over the matter in
controversy. The aforementioned chuice ul venue is intended by the parties to be mandatory and
not permissive in narure, thereby precluding the pussibility of litigation between the parties with
respect to or arising out of this Ayreement in any jurisdiction other than that specified in this
paragraph. Each party hereby waives any right it may have to assert the doctrine of forum non
conveniens or similar doctrine or 10 object to venue with respect to any proceeding brought in
accordance with this paragraph, and stipulates that the State and Federal courts located in the
County of Orange, State of California, shall have in personam jurisdiction and venue aver each
of them for the purpose of litizating any dispute, controversy or proceeding arising out of or
relating to this Agreement. Each party hereby authorizes and accepts service of process against it
as conternplated by this paragraph by registered or certified mail, return receipt requested,
postage prepaid, to its address for the giving of notices as set forth in Sectign 7(1).

(m) Interpretation and Construction. Headings herein are for convemence of reference
and will not affect the meaning or interpretation hereto. References herein to Sections,
Schedules and Exhibits are to the referenced Section, Schedule or Exhibit hereof or hereto unless
otherwise specifically noted. No rule of construction roquiring interpretation against the drafting

11
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(e)  Imsurance. AT the time of execution of this Agreement and at QAI's request, at
any time during the term of this Agreement, Marketer shall provide QAI with evidence
reasonably satisfactory to QAL that Marketer maintains general liability insurance coverage in
gmounts not less than'$1,000,000 for cach area of coverage.

(f)  Entire Agreement. This Agrecment, together with any schedules and the exhibits
hereto, represents the entire agreement and understanding of the parties with respect to the
subject matter hereof and no representations or warranties or promises have been made in
connection with this Agreement other than those expressly set forth herein.

(8  Successors and Assiens; No Third Party Beneficiaries. This Agreement will inure
to the benefit of, and be binding upon, the pardes hereto and their regpective successors and
assigns; provided, thar neither party may assign or delegate any of the obligations created under
this Agreement without the prior written consent of the other parties. Notwithstanding the
foregoing, QAI will have the unrestricted right to assign this Agreement and/or to delegate all or
any part of its obligation hercunder 1o any person or entity controlling, controlled by, or under
common. control with QAI or to any lender in connecthon with any financing or to any successor
to or assignee of all or substanrially all of the business or assets of QAL Except as provided in
Section 6, nothing 10 this Agreement will confer upon any person or entity not a party to this
Agreement, or the legal representatives of such person or entity, including any Customer, any
rights or remedies of any nature or kind whatsoever under or by reason of this Agreement.

() Attorney's Fees. It either party to this Agreement brings any action, sut,
counterclaum, appeal, arbitration. mediation or other proceeding (an “Action") for any relief
against the other paity to this Agreement or any of its affiliates, declaratory or otherwise, to
enforce the terms hereof or to declare the rights hereunder, in addition to any damages and costs
which the prevailing party otherwise would be entitled, the non-prevailing party in any Action
shall pay the prevailing party a reusonable sum for ordinary and necessary aftomeys' fees and
costs incurred i connection with such Action and/or enforcing any judgment, order, rulmg or
awand granted therein.

{i) Notice. All notices. requests, waivers, demands, instructions and other
communications required or pernitied (o be given or made under this Agreement shall be
effected by personal delivery, by Unired States mail, registered or certified, postage prepaid with
return recerpt requested, by overnight mail or by facsimile. Mailed comununications shall be
addressed to the recipient at the address designated below or such other address as may be
designated by the recipient in writing from time to time. Facsimile commuunications shall'be sent
to the facsimile numbers below. Notices delivered personally shall be deemed communicated as
of the date of delivery. Mailed netices shall be deemed communicated as of the date three days
after the date the notice is mailed. Notices delivered by facsimile shall be deetmed commumnicated
when receipt is confirmed.

10
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party hereof shall apply in the interpretation of this Agreement, which was carefully reviewed by
both parties to the Agreement.

(@)  Severability. This Agreement will be deemed severable, and the invalidity, or
unenforceability of any term or provision hereof will not affect the validity or enforcesbility of
this Agreement or of any other term or provision hereof Furthermore, in heu of eny such invalid
or unenforceable term or provision, the parties to this Agreement intend that thete will be added
as a part of this Agreemnent a provision as similar in terms to such invalid or unenforcesble
provision as may be possible and he valid and enforceable.

(0)  Counterparts. This Agreement may be executed in counterparts, each of which
shall be an original, but all of which shall constitute one and the same document.

12
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IN WITNESS WHEREOQF, the parties hereto have executed this Agreement on the Effective
Date. :

"MARKETER"

Protel Advantage, Inc., a Minnesota
corporation

By: ﬁﬂ /_) ‘Qi
Name: Y
Title: -ﬁ(n&é’ﬂ&"

13
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SCHEDULE 1 TO INDEPENDENT MARKETING AGREEMENT:

PRODUCTS

*Rate.....ccoooo.... $0.25/minute anywhere in the US and Canada
*$4.90 monthly recurring charge per Customer account

*International Rates can be supplied by QAI

::ugject to change by QAI ar QAI's discretion QA! may choose unv Carrier as the underlying provider of
oducts.

14
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SCHEDULE 2 TO INDEPENDENT MARKETING AGREEMENT:

MARGINS

Margins shall be defined as and calculated for payment in the following manmer:
. Margins

a) "Margin" of 2 Marketer means the difference between "Retail Billings" actually
coliected by QAI for that Marketer's Customers for a calendar month for Produets -
marketed by Marketer and the "Allocable Charges” allocated to that Marketer, based
upor. QAI’s allocation practices as mey be revised from time to time by QAI in its
discretion, for that calendar month. Marketer acknowledges and agrees that "Retail
Billings” which have not actually been collected by QAT will not be a component of the
"Margin" and Marketer shall have no legal right to collect or retain any payment from
QAI with respect to such uncollected "Retai] Billings",

b) "Retail Billings" means actual revenue earned by QAI from a Customer in respect
of Long Distance usage provided by QAl in a particular calendar month, not including
any ufility taxes, monthly recurring charges, dircctory assistance, regulatory fecs, and/or
other non-usage based charges.

c) "Allocable Charges" means all expenses incurred by QAT for a particular
calendar month and attributable to Customers, including, but not limited to, wholesale
long distance usage, any customer service costs, billing costs, bad debt and/or anything
uncollectable for any reason, collection ¢osts, verification costs, customer credits,
prumary interexchange carrier ("PIC") dispute charges, NECA charges and any other costs
and charges allocable to Customers, plus a management fee of fourteen percent (14%) of
Retail Billings. Marketer acknowledges that QAI may not have sufficient data to make a
final determination as to Allocable Charges until 2 number of months have transpired
following the actual month to which such Allocable Charges ultimately will be accrued.
Therefore, QAI reserves the right to adjust the amount of Allocable Charges accrued to a
particular month unti} such tune as QAI has received and processed all data necessary to
make such a final determinaticu.

2. Payment of Margins. QAI will pay Marketer the Margins for each calendar month within
thirty (30) days of collecting substantially all (at least 90%) of the accounts receivable ,
atiributable to Long Distance usage by Marketer's Customers during that calendar month, subject
10 offset as provided in the Agreement.

15
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SCHEDULE 3 TO INDEPENDENT MARKETING AGREEMENT:

MARKETING SERVICES PROVIDED TO QAI

Telemarketing services for the purpose of acquiring telephone usage customers that are to be
provisioned, billed and collected by QAl and, subjcct to Section 2(d) and Section 3(b)X(ii) of the
Agreement, provided with customer service by Marketer.

16
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EXHIBIT B TO INDEPENDENT MARKETING AGREEMENT:
[FORM OF]

QUARTERLY REPORT OF PROTEL ADVANTAGE, INC. ("Marketer")
FOR THE CALENDAR QUARTER ENDING

Marketer represents to QAI, Inc. ("QAI") that the attachment hereto contains a true and
correct list of the narnes and addresses of entities to whom or to which Marketer or any agent o
sub-comractor of Marketer ("' Sub-Contractor") bas sold telecommunications products of
services of any kind, aside from QAI Products (¢ach such entity, a "non-QAI customer"), in this
calendar quarter. '

Fot each non-QAI customer, the attachment hereto contains a true and correct list of (1)
the name and address of the entity or entitics who or which provisioned that non-QAI customer,
(2) the long distance carrier serving as the underlying provider of the products, (3) the type of
product offered to that non-QAI customer, including the rates and fees offered to that non-QAI
customer, (4) the compensation payable to Marketer in respect thereof, and (5) any specific
services which Marketer or Sub-Contractor is obligated to provide to that non-QAI customer.

"MARKETER"

Protel Advantage, Inc.

A o
By: iﬂ ) \Q_&
Its: \J'\iﬂ_l 8‘(5\

Attachment

QA992150.178/4+
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Instructions to the Telecommunications Reporting Worksheet, Form 469-A

C. Block 3 and Block 4: Contrjbutor Revenue Information

Lines (301-302; 401-402) - copy the Filer 499 ID from Line (101) into Lines (301) and (401). Copy the
legal name of the reporting entity from Line (102) into Lines (302) and 402).

Lines (303-314; 403-420) contain detailed revenue data.
l. Separating revenue from other contributors to the federal universal service support

mechanisms (block 3} from end-user and non-telecommunications revenue (block

4) information (carrier's carrier vs end-user)

In the Telecommunications Reporting Worksheet, filers must report revenues using two broad categories:
(1) Revenues from other contributors to the federal universal service support mechanisms; and, (2)
Revenues from all other sources. Taken together, these revenues should include all revenues billed to
customers and should include all revenues on the reporting entities’ books of account.

For the purposes of this worksheet, revenues from other contributors to the federal universal service support
mechanisms are revenues from services provided by underlying carriers to other cammiers for resale and are
referred to herein as "carrier's carrier revenues” or "revenues from resellers.” Revenues from all other
sources consist primarily of revenues from services provided to end users, referred to here as "end-user
revenues.” This category includes non-telecommunications revenues.

For the purpose of completing Block 3, a “reseller” is a telecommunications carrier or telecommunications
provider that: |) incorporates purchased telecommunications services into its own offerings; and 2) can
reasonably be expected to contribute to federal universal service support mechanisms based on revenues
from those offerings.

Each contributor should have documented procedures to ensure that it reports as “revenues from resellers”
only revenues from entities that reasonably would be expected to contribute to support universal service.

The procedures should include but not be limited to maintaining the following information on reseliers:
legal name; address; name of a contact person; and phone number of the contact person. If the underlying
contributor does not have independent reason to know that the entity will, in fact, resell service and
contribute to the federal universal service support mechanisms, then the underlying carrier shouid either
obtain a signed statement to that effect or report those revenues as end user revenues.

Note: For the purposes of filling out this worksheet — and for calculating contributions to the universal
service support mechanisms — certain telecommunications carriers and service providers may be exempt
from contribution to the miversal service support mechanisms. These exempt entities, including
"international only” and "intrastate only” carriers and carriers that meet the de minimis universal service
threshold, should not be treated as resellers for the purpose of reporting revenues in Block 3. That is, filers
that are underlying carriers should report revenues derived from the provision of telecommunications to
exempt carriers and providers (including services provided to entities that are de minimis for universal
service purposes) in Lines (403-417) of Block 4 of the Telecommunications Reporting Worksheet, as
appropriate. Underlying carriers must contribute to the universal service support mechanisms on the basis
of such revenues. [n Block 5, Line 511, however, filers may elect to report the amounts of such revenues
(.e., those revenues from exempt entities that are reported as end-user revenues) so that these revenues may
be excluded for purposes of calculating contributions to TRS, LNPA, and NANPA.
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Instructions to the Telecommunications Reporting Worksheet, Form 499-S

FCC Form 499-§, July 2000
Approved by OMB 3060-0855
Estimated Average Burden Hours Per Response: 5.5 Hours

Telecommunications Reporting Worksheet, FCC Form 499-S

Insiructions lor Completing the
September Worksheet for Filing Contributions
to the Universal Service Support Mechanisms

* ok ok % %

NOTICE TO INDIVIDUALS: Sections 54.703, 54.711, and 54.713 of the Federal Comumunications
Commission's rules require all telecommunications cartiers providing  interstate telecommunicalions
services, providers of interstate tefecommunications that offer interstate telecommunicatiens for a fee on a
non-commaon carrier basis, and payphone providers that are aggregators (o contribute to universal service
and file this Telecommunications Repoiting Worksheet (FCC Formi 499-Sy on September |, each year. 47
C.FR. §§ 54703, 34.711, 54.713. This collection of information stems from the Conunission's authority
under Section 254 of the Communicatons Act of 1934, as amended, 47 U.S.C. § 254. The data in the
Workshcel will be used lo calculate contributions 1o the universal service support mechanisms. Selected
nformation provided i the Worksheet will be made available to the public ur a manner consistent with the
Comnussion's rules.

We have estimated that each response (o this collecuon of information will take, on average, 6 hours. Our
cstunate includes the tme to read the instructions, look through existing records, gather and maimrain the
required data, and actually complete and review the form or response. If you have any comments on this
estimale, or how we can improve the collection and reduce the burden 1 causes you, please write the
Federal Communications Commussion, AMD-PERM, Washington, D.C. 20554, Paperwork Reduction
Project (3060-0855).  We also will accept your comments via the Internet 1if you send them to
Jholey@ice gov. Please DO NOT SENDY COMPLETED WORKSHEETS TO THIS ADDRESS.

Remember -- You are nol required to respond to a collection of information sponsored by the Federal
govemment. and the government may not conduct or sponsor this collection, unless it displays a currently
valid Office of Management and Budget (OMB) control number. This collection has been assigned an
OMB control number of 3060-0855.

The Commussion 1s authorized under the Communications Act of 1934, as amended, to collect the personal
information we request in this form. We will use the information that you provide to determine
contribution amounts. If we believe there may be a vielation or potential violation of a statute or a
Commission regulation, rule, or order, your Worksheet may be referred to the Federal, state, or local
ageney responsible for investigating, prosecuting, enforcing, or implementing the statute, rule, regulation, or
order. In certain cases, the information in your Worksheet may be disclosed to the Department of Justice,
court, or other adjudicative body when (a) the Commission; or (b) any employee of the Commussion; of (c)
the United States government, is a party to a proceeding before the body or has an mterest in the
proceeding.

It you owe a past due debt to the federal government, the taxpayer identification number (such as your
1



Instructions to the Telecomununications Reporting Worksheet, Form 499-S

For the purpose of completing Block 3, a reseller 1s a telecommunications carrier or telecommunications
service provider that: 1} mcorporates purchased telecommunications services into its own offerings, and,
2} can reasonably be expected to contribute to federal untversal service support mechanisms based on
revenues from those offerings.

Note: For the purposes of filling out this worksheet -- and for calculating contributions to the universal
service support mechanisms - certain telecommunications carriers and service providers may be exempt
from contribution 1o the universal service support mechanisms. These exempt entities, including
"intermational only" and "mtrastate only" carriers and carriers that fall below the de minimis universal
service tlireshold, should be treated as end users for the purpose of reporting revenues in Block 3. That 1s,
filers that are underlymg carriers should report revenues derived froun the provision of telecommunications
o exempt carriers and providers (including services provided to entities that are de minimis for universal
service purposes) on Line (116). Underlying carmers must contribute to the universal service support
mechanisms on the basis of this revenue

Lach contributor should have documented procedures o ensure that it reports as revenues from resellers
only revenues [rom entities that reasonably would be expected to contribule to support universal service.
The procedures should include but not be limited to maintaining the following information on resellers: legal
name,; address; name of a contact person; and phone number of the contact person. If the underlying
contributor does not have independent reason to know that the entity will, in fact, resell service and
contnbute to the federal universal service support mechanisms, then the underlying camer should either
obtain a signed statement to that effect or report those revenues as end user revenues.

2. Column (a) - total revenue

The reportmg entity must report gross revenues from all sources, including nonregulated and non-
telecommunications services on Lines (113} through (117) and these must add to total gross revenue as
reporied on Line (118). Gross revenues should include revenues derived from the provision of nterstate,
international, and intrastate telecommunications and non-telecommunications services. (Gross revenues
consist of total revenues billed to customers during the filing period with no allowances for uncollectibles,
settlements, or out-of-period adjustments. Gross billed revenues may be distinct from booked revenues.

NECA pool companies should report the actual gross billed revenues (CABS Revenues) reported to the
NECA pool and not settlement revenues recerved from the pool.

Where two coniributors have merged prior to filing, the successor company should report total revenues
for the reporting period for all predecessor operations. The two contributors, however, should continue to
report separately 1f each maintains separate corporate identities and continues to operate.

Gross revenues also should include any surcharges on communications services that are billed to the
customer and either retained by the contributor or remitted to a non-govermment third party under contract.
Gross revenues should exclude taxes and any surcharges that are not recorded on the company books as
revenues but which instead are remitted to government bodies. Note that any charge included on an end
user bill and represented to recover or collect contributions to federal or state universal service support
mechanisms must be reported as end user revenue.
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Instructions Lo the Telecomnunications Reporting Worksheet, Form 499A

FCC Form 499, [February 2000
Approved by OMB 3060-0855
Fstimated Average Burden Hours Per Response: 8 Hours

Telecommunications Reporting Worksheet, FCC Form 499-A

instructions for Completing the
Worksheet for Filing Contributions
to T'elecommunications Relay Service,
Universal Service, Number Administration,
and Local Number Portability Support Mechanisms

* Kk ¥k &k k

NOTICE TO INDIVIDUALS:  Sections 54,703, 54711, and 54.713 of the Federal Communicaiions
Commission's rules require all felecommunications carriers providing interstate telecommunications
services, providers of inferstate telecommunications that offer interstate telecommunications for a fee on a
non-common carrier basts, and payphone providers that are aggregators o contribute to universal service
and file this Telecormmunications Reporting Worksheet (FCC Form 499) twice a year. 47 C.F.R. §§ 54.703,
54711, 54713, Section 52.17 provides that all welecommunications carmiers in the United States shall
contribute on a competittvely neutral basis to mect the costs of establishing numbering administration, and
directs that contributions shall be calculated and filed in accordance with this workshecl. 47 C.F.R. § 52.17.
Section 52.32 provides that the local number portability admimistrators shall recover the shared costs of
long-term number portability from all lelccommunications carriers. 47 CF.R. § 52.32. Seclion 64.604
requires thal every carricr providing micrsiate telecommunications services shall contnbute to the
Telecommunications Relay Services (TRS) Fund on the basis of its relalive share of intcrstate end-user
telccommunications revenues, with the calculation based on information provided n this worksheet. 47

C.F.R § 64.604(c)(iii)(4).

This collection of nformation stems from the Commission's authority under Seclions 225, 251, and 254 of
the Communications Act of 1934, as amended, 47 U.S.C. §§ 225, 251, and 254. Thc data in the Worksheet
will be used 1o calculate contnbutions Lo the universal scrvice support mechanisms, the telccommunications
relay scrvices support mechanism, the cost recovery mechanism for numberning administration, and the cost
recovery mechanism for shared costs of long-lenn number portability. Selected information provided in the
Worksheet will be made available wo the public in a manner consistent with the Commission's rules.

We have estimated (hat each response to this collection of information will take, on average, 8 hours. Our
estimate includes the time to tead the instructions, look through existing records, gather and maintain the
required data, and actually completic and review the form or response. If you have any comments on this
estimate, or how we can improve Lhe collection and reduce the burden it causes you, please wrile the
Fedcral Communications Commission, AMD-PERM, Washington, D.C. 20554, Paperwork Reduction
Project (3060-0855). We also will accept your comments via the Internet if you send them to
jboley@fec.gov. Please DO NOT SEND COMPLETED WORKSHEETS TO THIS ADDRESS.

Remember - You are not required to respond to a collection of information sponsored by the Federal
government, and the government may not conduct or sponsor this collection, unless it displays a currently
valid Office of Management and Budgel (OMB) control number. This collection has been assigned an
OMB control number of 3060-0855.
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Instructions to the Telecommunications Reporting Worksheet, Form 499A

Chief, Market Disputes Resolution Division
Enflorcement Bureau

Rm 5-AB65

445 12th Street, S.W.

Washington, D.C. 20554

C. Block 3 and Block 4: Contributor Revenue tnformation

Lines (301 - 302; 401-402) - Copy the Filer 499 112 from Line (101) inte Lines (301) and (401). Copy the
legal name of the reporting entity from Line ( [02) into Lines (302) and 402 ).

Lues (303 —314, 403 - 420) contawr detaled revenue data.
l. Scparating Revenue (rom Other Conutbutors 10 the Federai Universal Service

onl_Mechanisms (Block 33 from End-User and Non-Telecomiunications
Revenue (Block 4} Information.  (carrier's carrier vs end-user)

in the lelecormumunications Keporting Worksheet, filers must report revenue from two broad types of
categories: (1) Revenue from other contributors 1o the federal universal service support mechanisms; and,
(2) Revenue from all other sources. For the purposes of this worksheet revenue from other contributors to
the federal universal scrvice support mechanisms is primarily revenue from services provided by underlying
carriers to other carriers for resale, referred (o herc as "carrict's carrier revenue” or "revenue from rescllers."
Revenue from all other sources consists primarily of revenue provided to end users, referred to here as "end

uger revenue.”

For the purpose of completing Block 3, a reseller is a telecommunications carrier or tclecommunications
setvice provider that: 1) incorporates purchased (elecornmunications services inlo its own offerings; and, 2)
can reasonably be cxpecied to contribute (o federal universal service support mechanisins based on revenucs

from thosc offerings.

Nolc: For (he purposes of filling out this worksheel — and for calculating contributions to the universal
service suppoft mechanisms -- certain telecommunications carriers and service providers may be exempt
from contribution to the universal service support mechanisins. These exempl cntities, including
"intemational only" and “inwrastate only" carriers and carriers that mect the de minimis universal service
threshold, should not be treated as rescllers for the purpose of reporting revenucs in Block 3. That is, filers
that are underlying carriers should report revenues derived fiom the provision of telecommunications to
exempt carricrs and providers (including services provided to entities that are de minimis for umversal
service purposes) in Lincs (403417) in Block 4 of the Telecommunications Reporting Worksheet, as
appropriate. Underlying carriers must contribute to the universal service support mechanisms on the basis
of this revenue. In Block 5, Line 511, however, filers may elect to report the amount of revenue from these
exempt entities, including de minimis carriers, that was reported as end-user revenue, so that these revenues

may be exchuded for purposes of TRS, LNPA, and NANPA.

Each contributor should have documented procedures to ensure that it reports as revenues from resellers
only revenues from entities that reasonably would be expected to contribute to support universal service.
The procedures should include but not be limited to maintaining the following information on reseliers:
legal name; address; name of a contact person; and phone number of the contact person. If the undetlying
contributor does not have independent reason to know that the entity will, in fact, resell service and
contribute to the lederal universal service support mechanisms, then the underlying carrier should either
obtain a signed statement to that effect or report those revenues as end user revenues.
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