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BEFORE THE
I LLINO S COMVERCE COW SSI ON

IN THE MATTER CF:
Bl TW SE COMMUNI CATI ONS, | NC. ,
Application for Certificate

to Beconme a Tel ecommuni cati ons

)
)
)
) No. 00-0480
)
)
Carrier. )

Chicago, Illinois
August 10, 2000

Met, pursuant to notice, at 10:00 a.m.
BEFORE:
M5. ERIN O CONNELL - DI AZ, Admi ni strative Law Judge
APPEARANCES

MR JOE | SAACS
40347 US 19 North
Suite 122
Tar pon Springs, FL
appearing for Applicant;
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M5. CI NDY JACKSON, Ms. JUDI TH MARSHALL, and
MB. BARBARA LANKFORD
527 East Capitol Avenue
Springfield, Illinois 62701
appearing for ICC staff.

SULLI VAN REPORTI NG COVPANY, by
Jenni fer L. Vel asco, CSR
Li cense No. 084-004030
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JUDGE O CONNELL - DI AZ: Pursuant to the direction
of the Illinois Comrerce Conm ssion, | now call
Docket No. 00-0480. This is in the matter of
Bi twi se Communi cations, |ncorporated, application
for a certificate to becone a tel ecommuni cati ons
carrier.

May | have the appearances for the
record, please

MR | SAACS: Joe lsaacs for Bitw se Systens, Inc.

MR M ZYED: Shaher --

JUDGE O CONNELL-DI AZ: Wait. M. Isaacs, | need
your full appearance. That neans your address and
pertinent information, phone nunber.

MR | SAACS: kay. This is Joe Isaacs, CEO of
ISG W are the regulatory consultants to Bitw se
Conmuni cations. M phone nunber is
(727) 738-5553. Did you want an address too?

JUDGE O CONNELL-DI AZ: Pl ease.

MR, | SAACS: 40347 US 19 North, Suite 122, Tarpon
Springs, Florida.

JUDGE O CONNELL-DI AZ: M. lsaacs, are you an

attorney?
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MR | SAACS: Yes, | am

JUDGE O CONNELL-DIAZ: WII you be representing
t he conpany today?

MR I SAACS: Yes, | wll.

JUDGE O CONNELL-DI AZ: Springfield?

M5. JACKSON: G ndy Jackson, Illinois Comerce
Commi ssi on, Consuner Services Division, 527 East
Capi tol Avenue, Springfield, Illinois.

M5. LANKFORD: Barb Lankford, Illinois Conmerce
Commi ssi on, Consumer Services Division, 527 East
Capi tol Avenue, Springfield, Illinois.

JUDGE O CONNELL-DI AZ: M. Lankford, for the
court reporter's purpose, could you pl ease spell
your |ast nane.

M5. LANKFORD: L-a-n-k-f-o-r-d.

JUDGE O CONNELL - DI AZ:  Thank you.

M5. MARSHALL: Judith Marshall,

Tel ecommuni cations Division, Illinois Conmerce
Conmi ssi on, 527 East Capitol Avenue, Springfiel d,
Il'linois.

MR M ZYED: Shaher --

MR | SAACS: Shaher M zyed --
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JUDGE O CONNELL-DIAZ: Sir, | don't believe you'd
be filing an appearance.

Are you testifying?

MR MZYED: Yes, | am

JUDGE O CONNELL - DI AZ:  Your counsel has filed an
appear ance.

MR MZYED: That's fine then

JUDGE O CONNELL-DI AZ: M. lsaacs, if you'd like
to proceed.

MR, | SAACS: The purpose of this hearing is to go
over the prefiled testinmony originally filed on
behal f of Bitw se Conmuni cati ons by Shaher M zyed
through nyself to be able to denonstrate both the
technical financial abilities of the conpany in lieu
of its application for a certificate to provide both
| ocal exchange and interexchange services throughout
the State of Illinois.

JUDGE O CONNELL-DI AZ:  And --

MR I SAACS: Wiat | would like to do is nake a
m nor amendnent to this testinony prior to taking
questions fromstaff. There was a conflict between

the original application and the testinony that was
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filed.

The original application was for resold
and faci lity based carrier of |ocal
t el ecommuni cati ons services, and that was
i nadvertently left off of the testinony that had
been filed both on the cover page as well as on Page
2 of the testinony. So I'd like to make that
statenment for the record. It will be amended and
ref orwarded back to the utility comm ssion at the
concl usi on of this hearing.

JUDGE O CONNELL-DI AZ: You're going to anend the
testinmony that has been provided, and we will allow
that as a late-filed exhibit.

MR I SAACS: Yes, you will. [I'll make that late
Exhi bit No. 1.

JUDGE O CONNELL-DI AZ: Does staff have any
objection to that?

MS. JACKSON:  No.

JUDGE O CONNELL-DI AZ:  Anything el se, M. |saacs?

MR | SAACS: No, not at this particular point in
time. 1'll just go ahead and field questions from

staff.
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JUDGE O CONNELL-DIAZ: Sir, don't you want to
have the exhibit -- introduce your w tness and have
t hem sponsor the exhibit?

MR I SAACS: If you'd like ne to.

JUDGE O CONNELL-DIAZ: It's not what | would
like. 1t's the rules of evidence require you to do
that, sir.

MR, | SAACS: Then let me go ahead and introduce
our witness which is Shaher Mzyed who is the
presi dent of Bitw se Conmuni cations and al so the
gentl eman responsible for this testinmony. 1'd like
to introduce both the testinmony and the application
as Exhibits 1 and 2 for the purpose of this hearing.

JUDGE O CONNELL-DIAZ: M. Mzyed, if you'd raise

your right hand.

(Wtness sworn.)
SHAHER M ZYED,
called as a witness herein, having been first duly

sworn, was exam ned and testified as foll ows:
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EXAM NATI ON
BY
JUDGE O CONNELL - DI AZ:

Q Coul d you pl ease state and spell your nane
for the record

A Shaher M zyed, S-h-a-h-e-r, Mi-z-y-e-d.

Q And your address, sir?

A 1301 Pioneer Parkway, Suite 125, Peori a,
Il'linois 61615.

Q And your position with the conpany?

A Presi dent .

JUDGE O CONNELL-DI AZ: Ckay, counsel.

MR, | SAACS: You want me to review the testinony,
or do we want to just go through it |ike we
typically have done in the past with questions from
staff?

JUDGE O CONNELL-DI AZ: That, to ny understandi ng
is called cross-exam nation. And unless we have
something in the record to cross-exam ne, that can't
happen.

So if you would like to have your witness

identify the testinony that you are seeking to
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introduce in this proceeding and then request that
that docunment be admitted, that would be
appropriate. | mean, this is rudinentary. | don't
know- -

MR ISAACS: It's alittle different than we
typically do them That's why -- well, |'ve already
introduced the testinony as Exhibit 1 as evi dence

into this hearing, so if you' d like me to go through

the questions within the exhibit, I'lIl be nore than
glad to --
JUDGE O CONNELL-DI AZ: Counsel, | would like you

to have your witness identify the testinony and go
through the litany of questions that is required

when one is seeking to introduce an exhibit.

DI RECT EXAM NATI ON
BY
MR | SAACS
Q Shaher, would you pl ease identify the

testinmony that we have submitted that is true and

10
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correct --

JUDGE O CONNELL-DIAZ: I1t's not admitted, sir.

MR ISAACS: |'msorry?

JUDGE O CONNELL - DI AZ:  This docunent has not been
admitted into evidence.

MR | SAACS: That has been submitted --

JUDGE O CONNELL-DIAZ: 1'll ask the questi ons.

FURTHER EXAM NATI ON
BY
JUDGE O CONNELL - DI AZ:

Q M. Mzyed, do you have a copy of the
testinmony that has been prefiled in this docket
before you?

A Are you speaking to me?

Q " mspeaking to the wtness, yes

A Ckay. What woul d you like? Wuld you like
me to read through --

Q No, | don't want you to read through the
testi nony.

My question to you is: Do you have a
copy of the prefiled testinony that is entitled the

testinmony that you are proffering in this matter?

11
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A Yes, | do.

Q And could you please state for the record
and identify that docunent, how many pages is it?

A Docunent is 15 pages.

Q And, sir, are there any changes or
corrections that you wish to nake to that docunent
prior to its introduction into evidence?

A No.

Q And do you wish this to be your sworn
testinmony in this matter?

A Yes.

JUDGE O CONNELL-DIAZ: W will mark that as
Petitioner's Exhibit 1.

Does staff have any objection to
Petitioner's Exhibit 1 being introduced into
evi dence?

M5. JACKSON:  No.

JUDGE O CONNELL-DIAZ: Wth the caveat that based

on M. Isaac's representations that there are some
anendments that will be nmade and he wll provide i
triplicate copies of that testinony with the

amendnents thereto, that docunent then is admtted

n

12
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as Petitioner's Exhibit 1.
(Whereupon, Petitioner's
Exhibit No. 1 was
admtted i nto evidence.)
JUDGE O CONNELL-DIAZ: 1s this the only exhibit
that you will be offering, M. Isaacs?
MR, | SAACS: For this hearing, yes, it is.
JUDGE O CONNELL - DI AZ: Does staff have
cross-exam nation for the w tness?

M5. JACKSON: Yes, this is G ndy Jackson. 'l

pr oceed.
CROSS - EXAM NATI ON
BY
M5. JACKSON:
Q M. Mzyed, just so l'mclear, | want to

clarify that you are seeking facilities based and
resal e, local and interexchange service?

A. Yes.

Q Ckay.

JUDGE O CONNELL-DI AZ: So you are seeking all

13
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three certificates, correct?

THE WTNESS: Yes.

M5. JACKSON: Q On question No. 3 of the
appl i cation, you' ve marked that you want a waiver of
Part 735. |Is that for your |ong-distance authority?

A Repeat the question, please. 735, is that
t he one?

Q No. On question No. 3 of the application
you' ve marked that you want a waiver of Part 735
I s that waiver request for your |ong-distance
aut hority?

MR | SAACS:  Yes.

THE WTNESS: Yes.

JUDGE O CONNELL-DI AZ: M. Isaacs, it's the
witness' job to answer the question.

THE WTNESS: Yes.

M5. JACKSON: Q GCkay. You've al so nmarked under
the wai ver request "other."

Can you define what other waivers you're
requesti ng.

A | believe that would be M. Isaacs' job.

We're deferring, | think, to our phone book and a

14
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coupl e of other itens.
JUDGE O CONNELL-DI AZ:  Well, M. Mzyed,
M. lsaacs cannot testify on behal f of the conpany.

He, is ny understanding, is counsel for the conmpany

THE WTNESS: Wbuld you like to know what ot her
wai vers? Ckay. The variances that we would |ike
woul d be -- would be variance from83 Illinois ADM
Code Part 73.180.

M5. JACKSON: Q You' ve already marked that one,
but you've marked a bl ank that's defined as "other,"
and | was just wondering what other codes you were
| ooking at.

A W have wai ver of 83 Illinois ADM Code Part
710.

Q That' s been marked.

A kay. Then we have -- Bitwise is also
seeking a waiver of the requirenent to maintain its
books and records in the State of Illinois. | think
we declined that one.

Q Sir, are you already located in Illinois?

A Yes, we are.

15
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Q So you would not really want to seek a
wai ver to keep your books in Illinois if they're
al ready here, would you?

A That's fine. W' re planning on keeping them
inlllinois. Just in case there was any question on
t hat .

Q Ckay.

A And t hat's the only other thing that we

Q So maybe the "other" was marked in error?

A Yes.

M5. JACKSON: (Okay. Madam Exam ner, do you want
hi mto revise this application?

JUDGE O CONNELL-DI AZ: Yeah, | think that -- you
know, we can just do it on the record; otherw se
they' Il have to send a whole new application in.

So let the record reflect pursuant to
testimony of the conpany's witness, it appears that
they wish to anmend a portion of the application that
was filed on July 3rd, and in particular that
anmendnment is with regard to the application No. 3.

They wish to strike the request for other waiver

16
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under that part, Section 3, and the request to anend
i s hereby granted.

M5. JACKSON: Q M. Mzyed, |ooking at question
No. 12 of your application, it asks that you provide
evi dence of the applicant's managerial and technica
resour ces.

Can you provide staff with additiona
manageri al resources such as resunmes or bios of
peopl e' s customer service experience, regulatory
experience, and technical experience?

MR | SAACS: May | conment ?

MS. JACKSON:  Yes.

MR | SAACS: Additional resunes have been
provided by the witness. W will have those filed
as a late-filed Exhibit No. 2, if that's acceptable
by staff.

JUDGE O CONNELL - DI AZ: Has staff had an
opportunity to | ook at these documents?

M5. JACKSON:  No, we have not.

MR | SAACS: W just got themthis norning.

JUDGE O CONNELL-DI AZ:  So --

MR | SAACS: The resunes of additional

17
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qualifications, if that would be acceptable to do
these as an additional filing or as a late-filed.

JUDGE O CONNELL-DI AZ: Was this sonething staff
requested prior to the hearing today?

MR ISAACS: No, it is not.

M5. JACKSON: Yes, | requested --

MR, | SAACS: Yes, you did. You asked for them
yesterday and, obviously, there wasn't enough tine
to get themto you overnight. But | wll get those
out to you either this afternoon or tonorrow.
They' Il be there by Monday.

JUDGE O CONNELL-DI AZ: Ckay. | will allowthat
as Petitioner's Exhibit 2, late-filed exhibit.
However, | will not mark the record heard and taken
today because if staff has sonme further questions
along those lines, | will afford themthe

opportunity to inquire therein

MR, | SAACS: They can -- nore than wel cone to
give ne a call if they have any additional questions
on that. W'IlIl provide whatever information is
necessary.

M5. JACKSON: Q M. Mzyed, |ooking at

18
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No. 15 of the application, it asks how the applicant
will bill for service

W1l you be issuing a detailed billing
statement? M. M zyed?

MR | SAACS: M. Mzyed, hello?

M5. JACKSON: Have we |ost our w tness?

MR, | SAACS: Shaher, are you still there?

JUDGE O CONNELL - DI AZ:  Sonet hi ng nmust have
happened. Can you reconnect him M. I|saacs?

MR I SAACS: It's on a conference bridge. Have
we | ost our witness out of Bitw se?

JUDGE O CONNELL-DI AZ: Seens so.

MR I SAACS: |If you want to hold on a second,
1"l put you guys on hold and try to reach himin
the office and find out what happened. |If you guys
will give me a couple mnutes, please.

(Recess taken.)

JUDGE O CONNELL-DI AZ: Ms. Jackson?

MR, | SAACS: Ms. Jackson, what question were you
at?

JUDGE O CONNELL-DI AZ: Do you need the question

read back?

19
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THE W TNESS: She asked ne how -- will we be

issuing a bill, and I answered yes.
JUDGE O CONNELL-DI AZ: 1 think the question was
what detailing will you have, | think. You want the

court reporter to read the question back?

THE WTNESS: |f you woul d.

(Record read as requested.)

THE WTNESS: Yes.

JUDGE O CONNELL-DI AZ: The answer is yes?

THE WTNESS: Yes.

MB. JACKSON Q M. Mzyed, will this billing
statenment list all services, features, taxes, and
sur char ges.

A Yes.

Q Question No. 16 of the application asked how
the applicant proposes to handl e service, billing,
and repair conplaints.

Do you have escal ati on procedures within
your comnpany?

A Yes, we do.

Q Coul d you briefly describe thenf

A Those will be -- first will go to the

20
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operator. If it's not handl ed through there, wll
go to a second level tier, managerial. And if it
can't be handled there, then it will come to ne.

Q kay. WIIl the customer at any tinme be
notified that they may cone to the I CC for
assi stance on conpl aint resol ution?

A Yes.

Q Question No. 18 of the application asked
what nunber a customer would use to contact your
conpany.

Are you aware that you're required to
have a toll free nunber?

A W do.

Q What is that nunber?

A Qur phone nunber is 1-877-976-0711. That'

a toll free nunber.

Q The 309 nunber that's listed in the

)

application, is that a nunber for your conpany al so?

A Yes, that is a regular office nunber, but

our toll free nunber is the one | just provided you

Wit h.

Q Question No. 19 of the application, you

21
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descri be your procedures to prevent slamm ng.
W1l you require your custonmers to sign a

| etter of authorization?

A Yes, we wll

Q WIl you be using any third-party verifiers?

A W may.

Q VWhen can | expect you to sign and return the
menbership forns for |1 TAC and UTAC?

A | believe M. |saacs has those already, and
we will be forwarding it to you as soon as possi bl e.

MR ISAACS: If | can interject, those forns wll
be leaving ny office tonorrow Federal Express up to
the Commission. They will be there on Monday.

JUDGE O CONNELL-DI AZ: Those need to go to
Ms. Jackson.

M5. JACKSON: Yes, t hank you

MR, | SAACS: Not a problem

M5. JACKSON: Q M. Mzyed, whose services do
you plan to resell.

A Plan to resell basically the ILEC, which is
Ameritech and GIE Sprint and any CLEC that's in our

-- other CLEC that's |arge enough in our area, plus

22
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provi di ng our own services.

Q Ckay. In looking at your testinony, Page 7,
you state that your custoner service center is
avai | abl e between 9: 00 and 5:00 p. m; however, the
application states that it's open from@8:00 to 12: 00
m dni ght .

Which is correct?

A 9:00 to 5:00.

Q kay. On the sanme Page 7, you state that
you will be responsible for handling consuner
conpl ai nt s?

A Yes.

Q Does that say that you don't have a custoner
service center to handl e conpl ai nts?

A No. We do have a custoner service center
but we're saying if there's anything that gets
escalated, | will be the |last person before it goes
to the Commission if they have any conpl aint.

Q Ckay. In | ooking at Page 10 of your
testinmony, line 10 and 11, you state that TTY
distribution tel ecommunications relayed service wll

be handl ed by contracting with the incunbent LEC
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Are you aware that as a facilities
service provider this is your responsibility and not
the incunbent LEC s?

A Yes.

Q So you will be providing these services
your sel f?

A Yes.

MR | SAACS: Once facilities have been depl oye d.

THE WTNESS: Are you talking to ne, Joe?

MR | SAACS: | was just nmaking a statenment once
facilities have been depl oyed.

M5. JACKSON: Q Turning to Page 12 of your
testinmony, line 11, you state that it's your
under st andi ng that the Conmmi ssion has previously
wai ved or decl ared inapplicable portions of 710 and
735 for conpetitive carriers.

Again, is this waiver of 735 that you're
tal ki ng about for your |ong-distance authority.

A If | can defer to M. |Isaacs, | believe that

MR |ISAACS: That is correct.

M5. JACKSON: Q Now, you've attached a copy of

24
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your tariff to the testinony and the appli cation; is
that correct.

A Yes.

Q Are you aware that by attaching a tariff
that it's not -- the tariff is not constituted as
filed or approved?

MR | SAACS:  Yes.

THE WTNESS: Yes.

M5. JACKSON: Q And that you will file tariffs
after you receive certification but prior to
provi di ng service.

A Yes, we will.

Q I would just like to point out for the
record that while I didn't read the tariff word for
word, | did glance through it, and there are severa
violations in this tariff to Illinois statutes and
rules and woul d request that you -- prior to
providing that that you conpare it to Illinois
statutes and rules.

A Yes, we will.

Can you pl ease give us anything that is

not in conpliance with Illinois rules, let us know,

25
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and we wi Il change those for you?

Q Ckay. But | think you al so have a
responsibility to know what Illinois rules and
statutes are.

A W'l | go ahead and go through it again.

M5. JACKSON: Thank you. That's all ny
questi ons.

JUDGE O CONNELL-DI AZ: Ckay. Ms. Lankford, do
you have any questions?

M5. LANKFORD: No, | don't.

JUDGE O CONNELL-DI AZ:  Ms. Marshall?

M5. MARSHALL: Yes, | have several questions.

CRCSS - EXAM NATI ON
BY
M5. MARSHALL:

Q Good norning, M. Mzyed. 1Is your nane
pronounced M zyed?

A M zyed, vyes.

Q kay. M. Mzyed, | have a few questions.
I"Il start with your testinony.

Page 3 of your testinony, the question is, Please

describe the corporate structure of Bitw se
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Communi cat i ons.
Coul d you provide a nore conplete

response to that?

A VWhat would you like? W are an Illinois
corporation and we have sent our articles of
i ncorporation to you. Can you clarify what woul d
you |ike?

Q VWho i s speaking, please?

A This is M. M zyed.

Q I"'msorry. | wasn't sure

Yes. |'d like to know first of all if

Bi twi se Communi cations has sone other affiliates; if
they have a parent conpany?

A No, we're a separate conpany right now.

Q Ckay. Then who is Bitw se, Incorporated?

A Bitwi se, Incorporated, is another conpany
which is an ISP which is -- | nean, we are not
affiliated in any way comercially, but we will be
wor ki ng together for marketing and everything el se
that we have

Q Do you have comon ownership with Bitw se,

I ncor por at ed?
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A Yes.

Q And coul d you explain the extent of that
common owner shi p?

A I own 10 percent of the other conpany.

Q Ckay. And that's yourself personally?

A Yes.

Q Are there other shareholders in Bitw se,
I ncorporated, that also are shareholders of Bitw se
Communi cat i ons?

A Yes.

Q Do you know what percentages of the
owner shi p woul d be the sane?

A W would be -- no. The other person owns 90
percent of Bitw se Systens.

Q And when you say Bitw se Systens, that's the
| SP provider?

A Yes, that's the | SP.

Q Ckay. And does that person al so have an
investnment in Bitw se Communications?

A Yes.

Q And what woul d the percentage investnent be

in that?
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A He owns approxi mately 50 percent.

Q kay. So would it be fair to say then that
Bitwi se Systens, Incorporated, is an affiliate of
Bi twi se Communi cations, Incorporated, because of the
comon owner shi p?

A Yes.

Q Could you -- I'mturning now to Page 4 of
your testinony.

Could you tell us the nunber of enpl oyees
that Bitw se Communi cati ons has?

A Currently we have just the managenment staff,
and as soon as we have certifi cation, we have people
that are ready to be hired.

Q And t he managenent staff consists of who?

A I, nyself, Shaher M zyed, M chael Schueller,
which is our technical office. W have Mhanad
M zyed, the secretary. And we're just -- we've got
everything else lined up in order to go once we have
certification.

Q Ckay. So currently you have the three
enpl oyees?

A Yes.
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Q Do you share any enployees with Bitw se
Systens?

A No, not right now. Not at this nmoment, no.

Q Do you plan to share enployees with Bitw se
Systens?

A Yes, we do.

Q Page 5 of your testinony refers to initial
public offering of Bitw se Conmunications.

Coul d you provide any additi onal
i nformation regardi ng that?

A VWhat kind of information would you |ike?

Q I"d like to know if that is still the plan
of the conpany and also like to know approxi mately
when and how nuch you expect that would invol ve?

A Basically we're | ooking at fourth quarter,
just dependi ng on how, you know, things go. And as
far as price wise, we've not put a price on the
company so far. But we're just proceeding -- we're
basically just proceeding as, you know, just on a
time line, our CLEC status, our equipnent,
everyt hi ng goes.

Q So at this point you haven't nade a
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determ nation that the market conditions m ght be
unfavorable to that offering and you still plan to
do that?

A W are in the plans of doing that, but
market conditions will dictate whether we do put a
fourth quarter offering or not.

Q Can you give us an estinmate of the anmount of
capital that Bitwise would intend to raise with this
of feri ng?

A Approxi matel y about $11 million.

Q Does Bitwi se have other financing
arrangenents in place such as financing of equi prment
they intend to install?

A Yes.

Q Coul d you expl ai n what other financing
arrangenents Bitw se has in place?

A We have a loan that's ready to go for all
the equi pnent that we need through the | ocal bank
just pending our certification.

Q What woul d the armount of that | oan be?

A Several hundred thousand dollars right now

Q Well, you can't give us -- there isn't a
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specific line of credit that t he bank is --

A The line is credit is about $200, 000 right

now.
Q Is that line of credit Bitw se
Conmuni cations' line of credit or Bitw se Systens'

line of credit?

A Bi twi se Conmuni cations' line of credit.

Q Ckay. Now, you attached to your application

a bank statenent -- actually, it's a copy of a
letter from a bank, and it lists several accounts
t here.
Can you tell us who the owners are of

each of these accounts, please?

A I'"'mthe owner of these accounts.

Q These are your personal accounts?

A These are ny corporate accounts.

Q Your corporate accounts for what
cor poration?

A That | will transfer into Bitw se

Conmuni cations once we have the CLEC status; through

my personal accounts that I will transfer these

accounts into Bitwi se Communi cati ons as soon as we
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have our CLEC stat us.

Q Ckay. Each of these is a personal account
of yours, or is it a corporate account
of --

A They're corporate -- M zyed, |ncorporated,
and sone of it has through Bitw se Systens al so

Q Ckay. Could you for each of these accounts
-- there's an account No. 409974.

Could you tell us who the |egal owner of
t hat account is?

A Sure. 072175 is Bitwi se Systenms. 409974 is
M zyed, Incorporated, which I'mthe president of.
405783 is al so M zyed, Incorporated, and I amthe
presi dent of.

Q Ckay. Could you give us nore information
about M zyed, Incorporated, what's the nature of
that conpany and --

A M zyed, Incorporated, is basically a rea
est ate hol di ng conpany.

Q Ckay. And are you the sole owner of that
conmpany or you just own a percentage?

A I"m 50 percent owner in that conpany.
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Q 50 percent, okay.

And woul d Mi zyed, Incorporated, be
transferring its funds to Bitw se Comuni cati ons, or
woul d the hol di ng conpany continue in effect and
require its own --

A No. We will transfer these anmounts of
moneys into Bitw se Communi cati ons as soon as we
recei ve CLEC status.

Q You' ve provided a letter of guarantee from
Bitwi se Systens in the anount of a hundred thousand
dollars; is that correct?

A Yes.

Q And that would be to guarantee all financi al
obligations for a period of two years?

A Yes.

Q Wul d that be including any refunds due to
cust oners?

A Yes, we will.

Q And woul d it also include any paynents due
to underlying carriers?

A Yes.

Q Wil e we're tal ki ng about your financi al
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records, you attached, | believe, to your business
pl an but certainly to your application several pages
of what appear to be financial projections?

A Yes.

Q There's a single page here that's | abel ed
Bitwi se Network Expenses. One colum is headed NRC.

Coul d you expl ain what NRC neans?

A Nonr ecurring charges.

Q Ckay. And are those charges for installing
equi pnent ?

A It would probably be the cost of equi pnment
and installation.

Q And can you tell us -- give us any idea at
what point in time these nonrecurring charges wll
be incurred?

A | mean, just atinme line, I nmean, we do plan
on raising the noney and basically we're going to
have our equi prent that we financed through the
bank, and then as we get noneys in, then that's when
the other projects will be inplenmented.

D d | understand your question properly?

Q I think so. | think what you said is that
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you don't know precisely when these will occur but
it would be not until you receive your significant
f undi ng?

A Yes. W have funding to be up and running
and to resell other -- like Ameritech, but until we
have ot her noneys to expend, that's when sone of
these other projects will cone on line.

Q Ckay. You al so provided a nunber of
cal cul ati ons that appear to be revenue estimates.
They seemto be very nmuch the same except that
they' ve been nodified to include the varying nunbers
of subscribers; would that be correct?

A Yes. We're just going by estimates of
subscri bers.

MR | SAACS: Perf ormance statenent.

M5. MARSHALL: Q Wen you nmade these revenue
estimates, is this based on services you intend to
resell or services that are based on your facilities
based service

A These woul d be facilities based.

Q Ckay. Have you done anything with regard to

the resal e where you' ve projected your revenues and
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projected what your costs will be in the resale
envi ronnent ?

A No, we have not.

Q Wuld it be possible for you, since it
appears that initially you'll be going into the
resal e business, to provide estimtes of your
revenues and expenses in the resal e environnent?

A Can you repeat that, please.

Q Yes. | amasking if you can prepare those
calcul ations. Perhaps |I'm m staken, but I'm
under standi ng that you're going to go into the
resal e business first and that you won't be
purchasing this equi pnment until either through an
i ndependent public offering or some other nethod you
rai se the necessary capital.

So what I'masking for is an estinmate of
what your revenue and expenses will be when you
begi n your conpany in the resold environment?

A We really don't plan on reselling that nuch
Ameri tech services at the beginning. Basically
we're just going to start depl oying our network, so

we don't think that the cost will be that high.
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Q I"mnot sure | understand
You' re going to enter into the resale
busi ness prior to establishing your network?

A Qur network should be established right away
once we have our switch and our network should be up
and running. And then fromthat point if we need to
resell any equipnment, we will for any resold --

MR ISAACS: If | can interject for a mnute,
believe what they're trying to say is that the
facilities based and resale status will pretty much
be done on a simultaneous basis. Equipnment will be
deployed initially but not to the total extent of
the cal cul ations provided to the utility conm ssions
for total expenses.

M5. MARSHALL: Q GCkay. Perhaps what we sho ul d
do is look at these expenses and you can tell ne
whi ch of these expenses are related to your resold
servi ces

A That's fine.

MR | SAACS: Are you still referring to the
singl e page, Bitw se network expenses?

M5. MARSHALL: Yes, | am
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MR ISAACS: | think the only cost in there on a
resale platformwould be the CLEC status. Al of
this other equipnent is all equipnment for facilities
based and will be depl oyed over a period of tine
not, necessarily all at once.

MS. MARSHALL: Q Well, define for me what the
caption CLEC status neans.

MR, | SAACS: The cost of becoming -- the cost of
becom ng and obtaining certification and
i nterconnections agreenents and so on and so forth.

M5. MARSHALL: Q GCkay. That's simlar to what I
anticipated that meant. What | was | ooking for here
is whether there's any cost inputed in your l|ist of
expenses that are related to purchasing services
froman underlying carrier

A No --

MR I SAACS: -- facilities basis.

JUDGE O CONNELL - DI AZ: Does the wi tness have an
answer to that question?

THE WTNESS: No, there is no other cost.

M5. MARSHALL: Q Going on to Page 6 of your

testinmony, will you also be nodifying the first
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question on that page to include the resale |oca
and the resol d i nterexchange services that you're
requesti ng?

MR | SAACS: Yes, we will as described earlier at
t he begi nning of the hearing.

M5. MARSHALL: Q | don't believe you described
Page 6. | think you said on Page 2.

MR ISAACS: 1'd like to add Page 6 as the
anendnment to this anended testinony Exhibit No. 1.

M5. MARSHALL: Q Just so that I"'mentirely
clear, you' re seeking facilities based | ocal
facilities based interexchange, resold | ocal, and
resol d i nterexchange?

MR | SAACS: That is correct.

M5. MARSHALL: Q You intend to provide those
servi ces throughout the State of Illinois?

MR | SAACS: That's correct.

M5. MARSHALL: Q Are you famliar with the r ura
exenptions discussed in the 96 Federal Telco Act?

MR | SAACS: Yes, we are.

M5. MARSHALL: Q Are you aware that in order to

serve any rural -- in any rural area or to
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i nterconnect in any rural area, you would need to
make a separate filing with the Comm ssion?

MR | SAACS: Yes, we do.

JUDGE O CONNELL-DI AZ: Who is answering the
questi ons?

MR | SAACS: Joe |saacs.

JUDGE O CONNELL-DI AZ: M. |saacs, you are not
testifying. The witness is the person that's
supposed to be answering the questions.

THE WTNESS: Wuld you go ahead and repeat the
questions, please.

M5. MARSHALL: Q | was asking you, M. M zyed,
if you're famliar with the rural exenptions
contained in the 96 Federal Telco Act.

A Yes.

Q And is it your understanding that prior to
providing service in rural areas of Illinois you
woul d need to file with the Conmission to see
whet her that carrier qualifies for a rural
exenption?

A Yes.

Q I"m Il ooking on Page 9 of your testinony.
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A Yes.

Q M. Mzyed, please tell nme your
under st andi ng of what the requirenents are that are
contained within Illinois Adm nistrative Code Part
705.

A As far as preserving records, that we shall
mai ntai n these records for a period of tine.

Q Have you reviewed a copy of Part 705?

A No, | have not, but our understanding is
that we are supposed to keep the records of all of
our custoners.

Q Whul d you accept that there are a nunber of
other records that you are also required to keep
such as your permanent corporate records, your
i ncome statenments, your bal ance sheets, and those
types of records, not just customer records?

A Yes.

Q And woul d you agree to obtain a copy of that
so that you can set up your record keeping to conply
with that?

A Yes.

Q Now, in your answer you refer to the
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i ncunbent LECs.

Could you tell nme what the incunbent LECs
woul d have to do with your own record keeping
requi rement s?

A Basically we would keep the same records as
they woul d. Anything that you require of
them -- that's required we will conmply with.

Q Ckay. Did you understand that this is your
requi rement, that the incunbent LECs will not be
provi ding any record keeping --

A No. Yeah, we understand that. We will be
-- it's our requirenent to keep those records.

Q And there are a nunber of records |isted
within Part 705 and then the amount of tine that
each nust be maintai ned.

A W will do whatever is required in Part 705.

Q Thank you.

Now, M. M zyed, you are going to be the
contact person for 911 issues; is that correct?

A Yes.

Q W1l your conpany ensure that 911 traffic is

handl ed in accordance with the 83 Illinois
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Adm nistrative Code Part 725 and the Emergency
Tel ephone System Act?

A Yes.

Q W1l your conpany contact and establish a
working relationship with the 911 systens when you
begin to provide |ocal tel ephone service?

A Yes, we will.

Q W1l your conpany coordinate with the
i ncunmbent LECs and | ocal 911 systens to provide
transparent systens for your |ocal exchange
cust onmers?

A Yes, we will.

Q VWho will be responsible for building and
mai nt ai ning the 911 database for your |ocal exchange

cust omer s?

A That will be our technical officer.
Q M. Scholler was that?

A Yes.

Q Is it Scholler or Schueller?

A Schuel | er.

Q M. Schuel |l er, okay.

And how often will your company update
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the 911 database with custoner infornmation?

A We will update it as needed by the
regulations. W will conply to the regul ations.

Q Do you know what the regul ati ons provi sion
is?

A W will get a copy of that, and we wll
conply with it.

Q Whul d you accept that you're required to

updat e that database on a daily basis or |ess

frequently if that's -- if it's whenever a customner
i s added?

A Yes. \Wenever -- we will update it, like
sai d, as needed whenever you require us to. If it's
on a daily basis, we will. If it's on a custoner

basis, we wll.

Q It would be at least daily unless there's no
custonmers added that day.

A Yes, we will agree to that.

Q Ckay. Does your conpany billing system have
the ability to distinguish between facilities based
and resal e custoners for the collection of the 911

sur char ge?
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A Yes.

Q Does your conpany have procedures for
transitioning of 911 surcharge collection and
di sbursement to | ocal 911 systens?

A W shoul d, yes, we shoul d.

Q W1l your conpany's proposal require any
network changes to any of the 911 systens?

A No.

Q W1l your conpany be able to neet the
requi rements specified under Part 725.500 sub O and
725.620 sub B for the installation of call boxes?

A Yes.

Q Do you understand the call box provisions of
those parts?

A Not -- no, we don't, but we will comply with
them | nean, you' ve read off a couple nunbers. |
don't menorize everything. But if it's something
that we need to do, we will do it.

Q You understand what a call box is?

A Can you explain it to me? Are you talking
about the -- in our facilities or out to the
cust omer ?
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Q W' re tal king about in your facilities and
the ability to bypass your switch with an externally
| ocat ed cal |l box.

You have a systemthat will be able to do
t hat ?

A Yes, we do. W have -- the ATMswitch wll
be able to handl e that.

Q VWhat if your switch goes down, what happens?

A W have redundancy.

Q WIl the 911 system people be able to access
that w thout entering your building?

A Yes, they wll.

Q Ckay. In the event that you find you' re not
able to neet the call box provisions of these
sections, do you understand that you will need to
seek a waiver of these provisions in a separate
pr oceedi ng?

A Yes.

Q " mgoing now to Page 13 of your testinony.
Here you' re di scussing your waiver request of
Il'linois Adm nistrative Code Part 710. Your

testinmony refers to generally accepted accounting
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princi pl es.
Pl ease describe for me what generally
accepted accounting principles neans to you?

A Basically we will just go by -- we have a
bookkeeper that will be on staff, and they will be
just going by generally accepted accounting
principles. |I'mnot going to get into -- | don't
know the details for everything, but I know we will
be appl ying those principles to any accounting that
we do.

Q W1l you use a nechani zed conputer based
accounting systen?

A Yes, we wll

Q WIl this be a full accrual systen?

A Yes.

Q Have you provided a chart of accounts of the
accounting systemyou intend to use?

A Have we provided themto whonf?

Q To the Illinois Conmerce Comm ssion

A As far as | -- I'"'mgoing to refer to
M. Isaacs on that.

MR |ISAACS: | believe a charts of accounts was
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sent in with the application

M5. MARSHALL: Q What |I'masking M. M zyed, the
witness, is if this is the accounting systemthat
this bookkeeper is going to use.

MR | SAACS: Yes, it is.

M5. MARSHALL: Does he know -- does it have a
nanme?

MR, | SAACS: That | don't have an answer for you

THE WTNESS: No, | don't have a nane for that.

M5. MARSHALL: 1'd like to request to know what
accounting systemthe conpany will actually be
usi ng.

Q W1l your accounting systembe able to
separately distinguish between interstate calls and
intrastate calls?

A Can you pl ease repeat that, please.

Q Yes. WIIl your accounting system
di stingui sh between interstate calls and intrastate
cal I s?

A Yes, it will.

Q Define for us what you nean by intrastate

calls, please?
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A Are you tal king about interLATA and -- we're
just tal king about inside our LATAs and outsi de our
LATAs?

Q No. I'mnot actually tal king about LATAs.

I"mtal ki ng about intrastate, if you could provide a

definition of an intrastate call, please?

A Inside the state and outside the state, is
that what you're referring to? 1'm not
really --

Q Is this M. M zyed speaki ng?

A Yes.

Q Ckay. Yeah. What I'masking is for you to
explain it to us so that we're testing your
know edge here if you know what it is you need to
keep track of.

A Basically you' re asking us what our phone
calls -- where our phone calls coming in, if it's
going to be an in-state call or an out-of-state
call.

Q Right. So when you say in state, what do
you nean by that?

A Inter and then -- I'msorry, your other
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term -

Q Inter and intra. One is i -n-t-e-r and one
isi-n-t-r-a.

A Intra would be in. Inter would be out.

Q Ckay. So what you're saying is that an

intrastate call is a call that both originates and
termnates within Illinois?
A Yes.

Q And you woul d accept that that definition
will apply even if the traffic is sonehow routed
outside of the stat e and back into the state?

A Yes.

Q VWhat circunstances warrant a departure from
the prescribed uni formsystens of accounts for
Bitwi se Systens?

A There shouldn't be any circunstance. W'l
just stick to our accounting principles.

Q Wl l, you're seeking a waiver of Part 710
VWhat this question is asking is why do you need this
wai ver ?

A Well, basically we just want to nmake sure

that our accounting principles are maintained
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uniformy and -- you know, resulting with other

t el ecommuni cati ons conpanies. W want to make sure
we are cohesive with other conpani es and the way
they're doing it.

I'"d like to refer to M. Isaacs on this
al so.

Q VWl |, the questions and the responsibilities
are Bitwise's, M. Mzyed. You need to becone
famliar with these rules so you can answer these
types of questions.

W1l you maintain your records in
sufficient detail to facilitate the cal cul ati on of
all applicable taxes?

A Yes, we will.

Q Does the accounting system -- do you have an
accounting systemcurrently in use, or do you stil
need to devel op one?

A W& have an in-house accounting system and
then we will devel op anything that the Comm ssion
deens appropri ate.

Q I's the in-house accounting system software

based, or is it sonething that you've devised
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your sel f?

A It is software based.

Q kay. And so you would be able to provide a
listing of the accounts that exist in that system
is that correct?

A Yes.

Q And 1'd like to request that you do that.

If a waiver of Part 710 is granted, wll
you provi de annual audited statements for al
peri ods subsequent to granting of the waiver?

A Yes.

Q And will those statenments include footnotes
that fully disclose the financial information of the
conpany?

A Yes.

Q Does the applicant agree that the requested
wai ver of Part 710 will not excuse it from
conpliance with future Conm ssion rules or
anendnments to Part 710 that m ght otherw se be
appl i cable to the conpany?

A Yes. Basically what we'd like to nake sure

this is -- all our accounting principles are to Bel
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core standards.

Q M. Mzyed, would it be possible for you to
prepare related to your business plan an actua
projected statement of income and a projected
bal ance sheet?

A Are you just saying going by our estinates
of what our custonmers are going to be that you want
us to project on fromthere, or where do you want ne
to project fron®

Q It's your business pl an, but I'mnot sure
that you've included all types of expenses. And if
you put themon the incone statement format, then
we'll see what the income of the conmpany is likely
to be. And we'd also like a projected bal ance sheet
that will show what the equity of the conpany and
the labilities of the conpany are expected to be

A That would be difficult. | nean, when we're
tal ki ng about future, you know, build out, are you
tal ki ng about right at this nonent, once we get
certification, or fromwhat point?

Q We'd like to have this enc onpass probably

the first two or three years of operation what your
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best estimate is.

A Just want us to go by projections or
estimates basically?

Q Yes. 1'd just like to have them brought
down to the incone statenment |evel or the bal ance
sheet |evel, because what you've provided hasn't
been put together to denonstrate the profitability
of the conpany.

You under stand what | am sayi ng?

A Yes.

MR | SAACS: May | ask a question. Wuld you
like that to be submtted as late Exhibit No. 3?

M5. MARSHALL: Yes, | woul d.

JUDGE O CONNELL-DI AZ: | think, counsel, that
woul d be Exhibit 4 because | believe that
Ms. Marshall requested that the w tness provide a
description of the accounting systemthat the
company will be utilizing, and I think we should
provide for that as exhibit -- late-filed Exhibit 3.
So therefore this other exhibit will be late-filed
Exhi bit 4.

MR, | SAACS: Not a problem
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M5. MARSHALL: Just bear with ne for a nonent.
want to review the petition to see if there are any
addi ti onal questions that | have at this tine.

That's all the questions |I have at this
time. As the Exam ner noted, | would like to
reserve the ability to ask additional questions once
the late-filed exhibits have been received.

JUDGE O CONNELL-DI AZ: Ckay. Does staff have any
ot her questions of this w tness?

M5. MARSHALL: No, staff has nothing further
t oday.

JUDGE O CONNELL-DI AZ: M. |saacs, do you have
any redirect questions?

MR I SAACS: No, not at this point in time.

JUDGE O CONNELL-DI AZ: Ckay. |'mlooking at sone
other dates for this matter to be continued to. How
does August 31st | ook for anyone?

M5. JACKSON: |'mnot available in the norning,
but I amin the afternoon

JUDGE O CONNELL-DI AZ: How about 1:00 o' cl ock,

Ms. Marshal | ?

M5. MARSHALL: Yes, | don't know of any reason
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why | would not be available at that tine.

JUDGE O CONNELL-DI AZ: M. lsaacs and M. M zyed.

MR I SAACS: That's fine with ne.

THE WTNESS: That would be fine.

M5. MARSHALL: Could the conpany al so provide a
date by which we woul d expect to receive the
late-filed exhibits?

MR I SAACS: | would expect all the late-filed
exhibits to be in the hands of the Conm ssion staff
by next Friday at the |atest.

M5. MARSHALL: That would be the 18th, right?

MR | SAACS: That is correct.

Wul d that be acceptabl e?

JUDGE O CONNELL-DI AZ: Staff, is that acceptable
to you?

M5. MARSHALL: Yes, it is.

MR, | SAACS: Thank you.

JUDGE O CONNELL-DI AZ: Ckay. Counsel, is there
anything el se that you wi sh to have included in the
record in this matter on behalf of the petitioner?

MR I SAACS: Not at this point in tine.

JUDGE O CONNELL-DI AZ: Ckay. Then at this
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juncture we'll continue this matter to August 31st
at 1:00 o' clock with the caveat that the conpany
will provide to staff the exhibits and docunentation
that they have requested during the pendency of this
heari ng and that those docunents will be provided to
staff by August 18th in order for staff to be able
to make a thorough review of those docunents.
Anyt hi ng further?

M5. MARSHALL: Staff has nothing.

MR, | SAACS: | have not hing.

JUDGE O CONNELL-DI AZ: M. |saacs, where are you
-- are you an attorney in Florida?

MR | SAACS:  Yes.

JUDGE O CONNELL-DI AZ: Do you have an attorney
nunber ?

MR ISAACS: Not in front of ne.

JUDGE O CONNELL-DI AZ: Could you provide ne with
t hat ?

MR | SAACS: Sure.

JUDGE O CONNELL-DI AZ: Ckay. Al right. Then
this matter is now continued to August 31st at 1:00

o' cl ock.

58



10

11

12

13

14

15

16

17

18

19

20

21

22

MR, | SAACS: Thank you very much.

JUDGE O CONNELL-DI AZ:  Thank you.
(Wher eupon, the above matter
was continued to

August 31, 2000, at 1:00 p. m)
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