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Summary of State/Federal Investigations 

Alabama: On November 27, 2000, the Office of the Attorney General of Alabama 
issued a letter request to the Company, seeking information regarding the Company’s 
business practices, corporate name structure, telemarketing and verification scripts 
and the ongoing status of various state investigations relating to the Company’s 
business practices and certain consumer complaints. A Show Cause Order was issued 
on February 14,2001 by the Alabama Public Service Commission concerning alleged 
slamming by the Company. The Company reached agreement with the Attorney 
General and the Public Service Commission to resolve this matter, without an 
admission of liability or wrongdoing on the part of the Company. Terms of the 
settlement included: a voluntary payment of $42,000, the posting of a $50,000 bond 
for unsatisfied consumer complaints (should any exist) and a temporary suspension 
(not to exceed 90 days) of outbound telemarketing in Alabama. The Joint Report and 
Settlement Recommendation between the parties was approved by the Alabama 
Public Service Commission on May 16,2001, 

Arkansas: The Arkansas Office of the Attorney General initiated an investigation of 
Talk America in May 2002 and issued a data request to the Company, seeking 
information regarding the Company’s business practices, telemarketing and 
verification practices, and other issues. The Company has responded to the Attorney 
General’s request and, to date, has received no further inquiries to date. 

Califrnia: A formal investigation of Talk.com fMa Tel-Save, a subsidiary of 
Talk.com Inc. in California, was initiated by the California Public Utilities 
Commission (“CA PUC”) on January 20, 2000. The Company executed a settlement 
agreement with the CA PUC staff on July 13, 2000. The CA PUC’s approval of the 
settlement was issued on June 27, 2002 and required the Company to pay settlement 
amounts and restitution in the amount $205,000. On August 10, 2001, the CA PUC 
served the Company with an investigation into alleged violations of the CA PUC’s 
rules regarding consumer protection and information. A settlement regarding such 
alleged violations was approved by the CA PUC on June 27, 2002 and required the 
Company to pay settlement amounts and restitution totaling $1,000,000. 

In a separate proceeding, the Office of the District Attorney, Orange County, State of 
California is seeking to file a similar action against both Talk.com f/k/a Tel-Save, Inc. 
and its reseller customer under the California Business & Professions Code. The 
Company has a tolling agreement with the DA’s office, pending settlement of this 
matter and the matters related to the second CA PUC investigation. 

Florida: On April 17,2001, the Office of the Public Counsel (“OPC”) of the State of 
Florida filed a First Set of Requests for Production of Documents to Talk.com and 
The Other Phone Company (“First Set of Requests”) with the Florida Public Service 
Commission (“Florida Commission”) in Docket No. 101409-TP. The Florida PSC 
subsequently issued a Show Cause order in October, 2001. On August 7, 2002, the 
PSC approved a proposed settlement from the Company which requires the Company 
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to pay Florida $240,000 in thirty-six (36) equal installments. The consummating 
order was issued on September 18,2002. 

In a separate proceeding, on August 22, 2000, the Attorney General of Florida issued 
a Subpoena Duces Tecum pursuant to the Racketeer Influenced and Corrupt 
Organization (“RICO) Act against the Company, seeking the production of various 
information and documentation relating to the Company’s business practices and 
customer verification procedures in the state of Florida. There have been no 
additional requests made of the Company since that time in this matter, which 
remains open. 

Georgia: On March 22, 2001, a Joint Stipulation was approved by the Georgia 
Public Service Commission (“Georgia Commission”) to resolve its inquiry into the 
Company’s affiliate, Access One Communications Corp. (“Access One”), which 
arose during the certification hearing of Talk America’s application for expansion of 
its local resale certificate to a facilities-based authority. On June 14, 2001, the staff of 
the Georgia Commission issued a Second Set of Data Requests to the Company in 
Dockets 5675-U and 7559-U, to which the Company responded on July 13,2001 and 
supplemented on July 20, 2001. The Company settled all issues relating to the 
investigations in a settlement document approved by the Georgia Commission. The 
settlement document required payments of $140,000 over a two-year period. 

Illinois: The Illinois Attorney General issued a Subpoena Duces Tecum to the 
Company on July 27,2001, seeking information regarding the Company’s methods of 
solicitation of customers, as well as copies of the materials used by the Company to 
solicit customers in the State of Illinois. The Company submitted its response on 
August 3, 2001. We are unable to predict the outcome of this investigation at this 
time. 

Kansas: On May 23, 3001, the Attorney General of the State of Kansas, Consumer 
Protection Bureau, issued a Subpoena Duces Tecum to the Company requesting the 
provision of certain subject material, including corporate and ownership information. 
The Company filed its response on June 7,2001 and a supplemental response on June 
8, 2001. We have had no response from that Attorney General since that time. 

Michigan: The Applicant has received seven formal complaints filed by customers 
with the Michigan Public Service Commission over the past 15 months, in which the 
customers alleged that their telephone service was switched without authorization or 
(in one complaint) that a misrepresentation occurred during the sales process. Five of 
those complaints have been resolved without litigation and subsequently dismissed by 
the Michigan PSC, and one has been resolved with the customer and is pending an 
order of dismissal by the PSC. In the remaining complaint, Case N0.U-13067, 
Douglas A. Cooper v. Talk America Inc., the Michigan PSC issued an Opinion and 
Order on February 25, 2002 in which it levied a fine of $60,000 on Talk America, 
and required Talk America to make restitution to Mr. Cooper in the amount of 
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$2,036.57 for costs incurred in pursuing the complaint. Talk America has paid the 
fine and restitution in accordance with the Order. 

Mississippi: The Mississippi Public Service Commission (“Mississippi 
Commission”) intervened in the Company’s application for facilities-based local 
authority and issued a show cause order and cease and desist against both the 
Company and Access One in Docket Nos. 2000-AD-779 and 2000-AD-780. On 
December 5, 2000, the Mississippi Commission entered an Order Settling Hearing 
and on December 2, 2000, the Company attended an informal meeting with the staff 
of the Mississippi Commission. On June 7, 2001, the Mississippi Commission filed a 
Formal Complaint against the Company in Docket 2001-AD-376 for alleged 
violations of certain rules of the Mississippi Commission. The Company entered into 
a settlement with the Mississippi Commission on July 16,2001, without an admission 
of wrongdoing by the Company. The settlement provides for a voluntary payment by 
the Company of $225,000, payable in five (5 )  installments through April 1,2002, and 
authorizes the Company to resume marketing in the state immediately upon payment 
of the first installment. The settlement was approved by the Mississippi Commission 
on July 20,2001. 

Nevada: In October 2002, the Company received an informal inquiry from the State 
of Nevada Office of the Attorney General’s Bureau of Consumer Protection (“BCP”), 
regarding unspecified complaints received by that office and the Nevada Public 
Utilities Commission. Further inquiry into the nature of the BCP’s concerns 
determined that the inquiry involved three complaints regarding long distance 
services received over the past year. Representatives of the Company met with the 
BCP on December 9, 2002 and reached an amicable resolution of the matter. Under 
this resolution, the Company will not be required to make any settlement payments or 
pay any fines to the State of Nevada or the BCP and will not be subject to any formal 
conditions on its normal operations. 

New York: On July 11, 2001, the New York Public Service Commission issued a 
Notice of Apparent Liability for Slamming against the Company in Case 01-C-0727. 
The Company provided its response on August 8, 2001. The New York Commission 
approved a settlement with Talk America on September 18, 2002 that settled 650 
outstanding complaints. The settlement requires Talk America pay the New York 
Commission $120,000 in twelve (12) quarterly installments. 

In a separate matter, the Company has received notice of 55 New York Do Not Call 
violations. The Company is in the process of investigating those violations and 
responding to the New York Commission. 

North Carolina: On January 2, 2001, the North Carolina Department of Justice 
served a Civil Investigative Demand (“CID”) upon Talk.com Holding Corp. seeking 
information regarding twenty-one (2 1 ) consumer complaints and associated 
corporate, marketing and regulatory business practices and histories of Talk.com 
Holding Corp. The Company provided a partial response to the CID, as required, on 
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January 17, 2001, and responded to the remainder of the CID on February 16, 2001. 
The Company voluntarily met with Department of Justice staff on March 21, 2001. 
On April 10, 2001, the North Carolina Utilities Commission (“North Carolina 
Commission”) issued an Order to Cease and Desist and Show Cause (“Show Cause”) 
against the Company. The Company filed its Response to the Show Cause on May 
21, 2001. Subsequently, the parties met to address the issues raised in this docket. 
The Company entered into a Consent Agreement with the staff of the North Carolina 
Commission and the North Carolina Department of Justice on July 18, 2001 without 
an admission of wrongdoing by the Company. The terms of settlement included: a 
voluntary contribution of $35,000, changes to the language of the Company’s 
promotional checks, a reconciliation of alleged finance overcharges to certain 
customers, conspicuous disclosure of discretionary fees and surcharges, and the filing 
of certain follow-up reports with the North Carolina Commission. The Consent 
Agreement was approved by the North Carolina Commission on August 7,2001. 

Pennsylvania: On January 3, 2001, the Pennsylvania Office of the Attorney General 
(“Pennsylvania Attorney General”) issued a subpoena to the Company seeking 
information regarding twenty (20) consumer complaints and associated corporate, 
marketing and regulatory business practices of the Company in Pennsylvania. The 
Company submitted documentation in response to the subpoena on February 12, 
2001. The Company testified before the Pennsylvania Attorney General at a hearing 
on February 21, 2001 and submitted a follow-up response to the Pennsylvania 
Attorney General on March 30, 2001. There have been no additional inquiries 
received from the Pennsylvania Attorney General in this investigation since that time. 

Tennessee: On January 24, 2001, the Company received a request from the 
Tennessee Regulatory Authority (“TRA”) to provide information with respect to 
approximately eight-four (84) consumer complaints that alleged that the Company 
has engaged in the unauthorized conversion of local and/or long distance services for 
customers’ sales taking place prior to October 2000. The Company responded to 
these interrogatories on February 12, 2001. The Company met with the TRA on 
February 23, 2001. Following that meeting, the Company submitted additional 
information and documentation to the respond to various issues that arose during the 
meeting with the TRA. A related inquiry subsequently was initiated by the T R A  with 
respect to twenty-nine (29) customer complaints discussed at the February 23, 2001 
meeting. The Company filed its response to this additional inquiry on March 7,2001. 
A docket was opened by the TRA on March 20, 2001 for purposes of initiating a 
show cause proceeding against the Company. On March 22,2001, the TRA issued a 
letter requesting additional follow-up information regarding the issues raised in this 
related inquiry. On April 4, the Company filed its response. On April 26,2001, the 
Company responded to the TRA‘s request for information regarding the specific 
customers affected by a recent dial-around billing error. On July 13, 2001, the staff 
of the TRA formally requested that its investigation of the Company be expanded to 
include an investigation into potential “cramming” f ie .  the practice of including 
unauthorized charges in customer billing) issues. The Company entered into a 
settlement agreement with the TRA Staff, which was approved by the TRA on July 
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23, 2002. The settlement requires Talk America to pay $325,000 over a seven (7) 
year period. 

On November 13,2002, the TRA held a hearing regarding Talk America’s request for 
facilities-based CLEC authority (the Company had been operating under its resale 
authority), and voted to grant the request and issue a facilities-based CLEC 
certificate. 

In a separate proceeding, the Tennessee Office of the Attorney General issued a 
Request for Consumer Protection Information (“Request”) to the Company on June 
29, 2001, seeking information regarding alleged violations of the Tennessee 
Consumer Protection Act of 1977. The Company has responded to the Request and is 
engaged in settlement discussions with the Tennessee Office of Attorney General. 

West Virginia: On January 24, 2001, the Public Service Commission of West 
Virginia issued a set of interrogatories to Talk.com Holding Corp. d/b/a The Phone 
Company of New Hope d/b/a New Hope Network Services as part of a general 
investigation into the overall practices and procedures of the Company (Case No. 00- 
1660-T-GI). The Company responded to these interrogatories on February 7, 2001, 
and attended a hearing with staff of the Public Service Commission on February 26, 
2001. The Company reached a Stipulation with the Public Service Commission 
involving certain changes to the Company’s telemarketing scripts. This Stipulation 
was approved on February 23, 2001. The Recommended Decision of the Public 
Service Commission adopting the Stipulation and dismissing the investigation against 
the Company was final on March 15, 2001. The Recommended Decision did not 
require a monetary penalty. 

Wisconsin. On April 26, 2002, the Wisconsin Department of Agn’culture, Trade and 
Consumer Protection notified the Company that it was conducting a preliminary 
investigation into the Company’s solicitations and disclosures to new customer based 
on written complaints from the public. The letter referred to a single complainant 
(File 393362) who has signed up with the Company online. The Company responded 
via letter on May 17,2002 and has not received a subsequent inquiry. 

Federal Communications Commission: On November 3, 2000, in Docket No. EB- 
00-TC007, the FCC issued a request for information and documentation regarding the 
Company’s business practices and associated marketing activities, and its handling of 
approximately thirty (30) FCC consumer complaints. The Company filed its response 
on December 14, 2000 and provided further information on December 29, 2000, 
January 26,2001 and June 8,2001. 


