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Chang, Karen 

From: Greg Taylor [GTaylor@matrixvalue.com] 

Sent: 

To: Chang, Karen 

Subject: 

Tuesday, May 17,2005 8:43 AM 

RE: Docket #05-0213, IL. Application 

Attachments: Royalty2004-2003.tit Sprintwriteoff-200501 31 .tif 
~ 

~~ ~~ 
~~~~~~ 

~~ ~~ ~ 

Ms. Chang: 

Below are the journal entries with the explanations from our controller. I have also attached the general ledger 
reports for the same. 

______._________..._____________________-- 

Increase to Goodwill Q4 2004 resulted from two entries (attached file): 
1) 10131104 $906,318.07 -------------- 2003 Royalty payment to Staples for 3.5% of 2003 revenue generated from 
Claricom Networks, LLC. 
2 )  12/31/04 $547,225.00 -------------- 2004 Royalty payment to Staples for 3.5% of 2004 revenue generated from 
Claricom Networks, LLC. 

1/31/05 Sprint Write Off entry attached 

Nancy Forrest, Controller 
Matrix Telecom, Inc. I Claricom Networks, LLC 
voice (405) 717-9661 
fax (405) 951-6361 

Greg Taylor 
VP & General Counsel 

Matrix Telecom 
300 N. Meridian, Suite 280 North 
Oklahoma City, OK 73107 
T (405) 717-9612 
F: (405) 951-6312 
gtaylor@matrixvalue.com 

THE INFORMATION CONTAINED I N  THIS TRANSMISSION I S  CONFIDENTIAL AND MAY ALSO 

I S  INTENDED ONLY FOR THE USE OF THE INDIVIDUAL OR ENTITY TO WHOM I T  IS ADDRESSED. I F  
YOU ARE NOT THE INTENDED RECIPIENT OR AN AGENT OF THE RECIPIENT, YOU ARE HEREBY 
NOTIFIED THAT ANY USE, DISSEMINATION, DISTRIBUTION OR COPYING OF THIS 
COMMUNICATION IS STRICTLY PROHIBITED. I F  YOU HAVE RECEIVED THIS COMMUNICATION I N  
ERROR, PLEASE NOTIFY US IMMEDIATELY VIA EMAIL OR BY TELEPHONE AT (405) 717-9634 AND 
THEN DESTROY ALL COPIES OF THIS EMAIL. 

CONTAIN PRIVILEGED ATTORNEY-CLIENT INFORMATION OR WORK PRODUCT. THE INFORMATION 

From: Chang, Karen [mailto:kbuckley@icc.state.il.us] 
Sent: Monday, May 09,2005 10:52 AM 
To: Greg Taylor 
Subject: RE: Docket #05-0213, IL. Application 
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Yoder, Stephen 

From: Greg Taylor [GTaylor@matrixvalue.com] 

Sent: 
To: Chang, Karen 

cc: Yoder, Stephen 

Subject: 

At tachments -Mmelecom Inc - ChaRof-Accounts (IttlNOIS).pdf, MaWirTetecom, Ini7Appendix C 

Friday, May 06, 2005 12:26 PM 

RE: Docket #05-0213, IL. Application 

(Amended).pdf 

~~ 

Ms. Chang: 

Pursuant to your requests below, please be advised of the following: 

(1) The consolidated financial statements marked as Exhibit H in Matrix's application are consolidated in that the 
financials include revenues and costs associated with IEComm and Claricom Networks, LLC. Matrix acquired 
IEComm in or about 2002. It's a small base of residential customers, primarily situated on the west coast. Matrix 
provides management services for Claricom Networks, LLC, which was acquired by our parent company, 
Platinum Equity, LLC from Staples Communications in or about 2002 as well. 

(2) 
Impairment of Goodwill - FASB 142 (Financial Accounting Standards Board) requires that an annual test 
for impairment be performed to substantiate the book value of goodwill carried on company balance 
sheets. In conjunction with audit and review procedures performed on the Matrix books in 2002, the 
goodwill account was tested using the methods and procedures outlined by FASB 142 and the value was 
found to be impaired. Accordingly, the goodwill of the company was written down and recorded as an 
extraordinary expense item on the income statement. 

Extinguishment of Debt - This amount reflects the full write-off of a note payable with a network service 
provider. The note payable was given in consideration of disputed network service accounts payable 
which were recorded on Matrix's books during the years of 2001 through 2004. Matrix obtained a full 
release of this note payable obligation 

: 

(3) Matrix requests waiver of Part 710 and of Section 735.180 of Part 735. Specifically, Matrix requests the 
Commission waive the requirements set forth in Part 710 on the basis that Matrix maintains its books and records 
In accordance with Generally Accepted Accounting Principles (GAAP) and further that the Commission's grant of 
Matrix's request would neither harm Illinois consumers, nor would it impede development or operation of a 
competitive telecommunications market in Illinois. 

With respect to Section 735.180 of Part 735, Matrix requests the Commission waive the requirement to publish a 
subscriber directory on the basis that the subscriber names are included in the directories published by the 
incumbent local exchange service providers as part of the services pursuant to its interconnection agreements 
with various competitive service providers. Matrix subscribers will not be discriminated against or otherwise 
harmed in that Matrix has executed an agreement with Global Crossing to provide local exchange services to 
Illinois customers and in a similar manner as is set forth in its interconnection agreement(s) with Illinois ILECs. 

A revised Appendix C (and Attachment I: Chart of Accounts) is attached to this message and will be filed with the 
Commission Clerk. 

Please contact me without hesitation should you require additional information regarding this matter. 

Greg Taylor 
VP &General Counsel 

Matrix Telecom 

5/16/2005 
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- 300 N. Meridian, Suite 280 North 
Oklahoma City, OK 73107 

F: (405) 951-6312 
gtaylor@matrixvalue.com 

T (405) 717-9612 

THE INFORMATION CONTAINED I N  THIS TRANSMISSION I S  CONFIDENTIAL AND MAY ALSO 
CONTAIN PRIVILEGED ATTORNEY-CLIENT INFORMATION OR WORK PRODUCT. THE INFORMATION 
IS INTENDED ONLY FOR THE USE OF THE INDIVIDUAL OR ENTITY TO WHOM I T  I S  ADDRESSED. I F  
YOU ARE NOT THE INTENDED RECIPIENT OR AN AGENT OF THE RECIPIENT, YOU ARE HEREBY 

COMMUNICATION I S  STRICTLY PROHIBTTED. I F  YOU HAVE RECEIVED THIS COMMUNICATION I N  
ERROR, PLEASE NOTIFY US IMMEDIATELY VIA EMAIL OR BY TELEPHONE AT (405) 717-9634 AND 
THEN DESTROY ALL COPIES OF THIS EMAIL. 

~ ~~ 

NOTEIED THATANY USCDISSEMINATION, DISTRIBUTI0NX)R COPYING OF T H I F  ~ ~- 

From: Chang, Karen [mailto:kbuckley@icc.state.iI.us] 
Sent: Wednesday, May 04, 2005 9:38 AM 
To: Greg Taylor 
Cc: Yoder, Stephen 
Subject: Docket #05-0213, IL. Application 

Mr. Taylor- 

I lefl a message on your phone on Monday but I had not heard from you. I am listing the following questions 
concerning the application Matrix filed in Illinois. The answers you provide ASAP will help me complete the 
evaluation of the application. It is a normal practice for Staff to obtain necessary information via e-mail prior to the 
hearing so the process may go smoothly. 

~ . Attachment H, Matrix Telewrn, Inc consolidated financial statements for 2002 to 2004. Is it a 
consolidation of multiple companies? A group of affiliated subsidiaries? 
Please explain the changes in Goodwill account and the Extinguishment of Debt account during the 
fourth quarter in 2004. 
Does the Company seek a waver for Part 71 0 Uniform System of Accounts for Telecommunications 
Carriers? If yes, Application question #3 and Appendix C needs to be completed. 

I hope to hear from you soon. Please do not hesitate to call me at 217-524-791 1 for any questions you may 
have. 

Sincerely 

Karen Chang 
Illinois Commerce Commission 
527 E. Capitol Ave. 
Springfield, IL. 62701 

5/16/2005 



Mat r i x  Telecom. Inc 
ICC 05-0213 

Appendix C (Amended) 

Financial Questions for App l i can ts  Seeking Local Exchange Service Authority 

(Answer if requesting waiver of Part  710) What circumstances warrant a departure from the 
prescribed Uniform System of Accounts (“USOA”)? 

~~ ~~ ~ ~~~~~ . ~ _ _ ~  ~ ~ ~ ~ ~ ~ _ _ _ ~  ~____ ~ _ _ ~  ~~~~ - 
1. 

A. Ma t r i x  requests the Commission waive the requirements set for th in Par t  710 
o n  the  basis tha t  Matr ix  maintains its books and records in accordance with 
Generally Accepted Accounting Principles (GAAP) and further tha t  the Commission’s 
grant of Matrix’s request would neither harm I l l inois consumers, nor would it 
impede development or operation of a competitive telecommunications market in 
I I I inois. 

Will records be maintained in accordance with Generally Accepted Accounting Principles 
(“GAAP”)? 

2. 

A Yes. 

3. Will applicants accounting system provide an equivalent portrayal of operating results and 
financial condition as the M O A ?  

A: Yes. 

4. Will applicants accounting procedures maintain or improve uniformity in substantive results as 
among similar telecommunications companies? 

A: Yes. 

5. Will applicant maintain its records in sufficient detail to facilitate the calculation of a l l  
applicable taxes? 

A: Yes. 

6. Does the accounting system currently in use by applicant provide sufficiently detailed data for 
the preparation of I l l inois Gross Receipts Tax returns? What specific accounts or sub-accounts 
provide this data? 

A: Yes. Matrix’s b i l l ing vendor uses a nationally recognized tax application tha t  
provides accurate tax calculations, including I l l inois gross receipt taxes. 

If a waiver of Part 710 is granted, will applicant provide annual audited statements or a l l  
periods subsequent to granting of the waiver? 

7. 

A: Ma t r i x  Telecom is a wholly-owned subsidiary of Plat inum Equity, LLC. While 
Mat r ix  regularly maintains accounting records, including financial statements, it i s  
not audi ted as a stand-alone ent i ty  but  rather is subject t o  audi t  f rom time-to-time a t  
the parent-level as its financial information is reported on the parent’s consolidated 
financial. Matr ix  will however, provide the Commission with its unaudited 
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. Sy3tm: 11/16/2001 9:54:17 An 
USeK Date: l1/16/2004 

MATRIX 

Clasicm Netuorks, UC 

General Ledger 
G M W L I ,  POSTING JOURNAL 

Batch ID: 2003 ROYALTY 
Batch C m n t :  Record 2003 Royalty p a p m t  to  staples fran PBH 

Approved: NO Batch Total Actual: $1,812,636.14 
Approved by: Trx Total Actual: 1 
Approval Date: 

~ 
~~ _ _ _ _ _ ~  

Journal Tramaction Transaction Reversing Source Transaction 
m t r y  Type Date @ate Document Reference 

P&GE 81 

Page: 1 
User ID: nforrest 

Batch Total Control: $i,e12,636.14 
Tn Total Control: 1 

~ ~ 
~~~ ~ ~ 

Audit Trail Reversing Audit 
Code Trail code .................................................................................................................................... 

13,107 Stawdard 10/31/2004 GJ 2003 Royal ty  @ 3.5% of Revenue GLTFX00004327 

Account wescription Debit Credit 

1710-00-00-000-0000 Wil l  $906,318.07 
3210-00-00-000-0000 Contributed Capital $906,318.07 

Total Distributions: 2 Totals: $906,318.07 $906,318.07 

--------I-------------- ___---_.""-_--------_I___________I______----- ---------__________.-- _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  
__-__------~~_________ 

Total Journal Entries: 1 
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Royalty Payment to *pies 
For year ending 2003 1 

Revenue ~ 

% 

N 0C Boo@ 
GoodwilUlntangibles 
Additional paid in capital 

I Claricom Boo 

Addiiional paid in capw 

Investment in NBC 
Investment in C l a h  

- NBC ClsricQm Is?@! 
$22,778.619.00 $25,894,802 00 E 48,673.421.00 

$ 797,251.67 S 906.318.07 $ 1,m3,569.74 
3.5% 3.5% 

$ 797,251.67 
$ (797.251.67) 

8 906,318.07 
$ (906.318.07) 

$ 797,251.87 
$ 90638.07 

$ (1,703,569.74) 
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Kristen: 

Clancom Contributed Capital entries for prior hwo years an as follows 

1/1/02 Subsequent Purchase by Parent ($127.710.00) This could not be made @ 
12/31/01 because Dynamics 2001 was closed to entry. 
12/31/02 Royalty @ 3.5% of Revenue ($1.113.972.72) 

12/31/03 W/O Accrued PEH Mgmt Fee ($2,400.000.00) 

No entry during 2004 

A_nTer to yourguestion The royalty payment by PEH to Staples for year2003 has not 
been recorded to the Clariwrn ledger, though we supplied the 2003 revenue information to 
PEH when requested 

~ 12/31/03 W/O PEH lnterw Bala-($205,93039) 

Nancy Forrest, Controller 
Matrix Telecom. Inc. / Claricorn Networks, LLC 

fax (405) 951-6361 
Voice (405) 717-9661 

---higlnal Message---- 
From: Finn, Kristen [mailta:KFlnn~~tinumequity.cMnl 
Sent: Wedn-day, November 03,2004 528 PM 
To: Nanq Fonest 
Ce. Bala, Krlstl; Hsieh, Peggy 
Subject Clarimm Contingent Payment 

Each year we have to accrue for a contingent payment to Staples - the former 
owners of Clancorn, which IS based on a % of revenue. Can you look to see if we 
asked you to book an entry at the end of 20037 Your entry would resemble the 
following. 

Goodwillhtangibles xx 
Additional paid in capital (xx) 

Please let me know if we asked you to book this If we did not, we will provide you 
with the amounts and ask you to book in October 2004 results 

Regards, 
Kristen Finn 
Platinum Equity 
310-712-1850 
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Royalty Payment to Staples 
For year endlno 2004 
Cla&om Neh&rkt, LLC 
Revenue ( O W )  -by Month 
2004 

Jan+ 
F e W  
Mar-04 
Apr-04 
May-04 
Jun-04 
JuI-04 
Aug-04 
SepM 
Od-04 
Now04 
b o 4  

lntermmpany Revenue 

MATRIX 

I$3530& 
1,578.000 
1.602,wo 
1,538,000 
1,390,000 
1,302,000 
1,261.000 
1,282,000 
1,138,000 
1.066,OM) 

977,000 
900,000 

(14,000) 

Total - 2004 15,695,000 - 
Royalty X 3.5% 

547,225.00 

Ctarlcom Bpnire 
Goodwilltlntangiblbs 8 517.225.00 
Addblonal paid in mp&l 8 547,226.00 

Platinum Books 
Investment in Clarimrn S 547.225.00 
Contingent payment liability 0 547,225.00 

---Mlginal Message---- 
From: (wlen, Jonathan [mailto:j~lllen@pn~uiC/.coml 
sent: Twsday, January 25,2005 938 PM 
To: Nancy Farrest 
CE: Finn, W n  
Subject R E  2003-Stades Royalty Calc (Dec 2004)-DE121404.xls 

Nancy. 

Mach& is the Journal entry for Me Clsrieom Royaky calculation. 
Please ensure that you book the entry in Clancam's books. and resubmit your numbers to Peggy Hsieh. 

Thank you 

Platjnvn Equily 
31 0-712-1 8SO 
31 0-228-9678 
email: icullen-a Uitv.Wftl 

PAGE 06 

Claricom 20M GAAP Revenues.& Summary - JE 
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2004 

Jan44 
Feb-04 
Mar44 
Apf-04 
May-04 
Jun-04 
JUcoll 
Aug-04 
Sep04 
06-04 
Nov-04 
De004 

1,635 
1,578 
1.802 
1,538 
1,390 
1,302 
1,261 
1,262 
1,138 
1,066 

977 
900 

To a1 -2001 15,W 3.50?-& S 547.70 I ---Originat Mestage--- 
From: Finn, Kristen ~ a i ~ K F i n n ~ a t i n u m e q u i t y s o m l  
Sent: Monday, January 24, ZOOS 1224 PM 
T o  Nancy Forrest 
Subject: Fw: 2003-Staples Royalty Calc (Dec 2W4)-DG-I214M.*ls 

Plrr book thls rmt to goodwilvintanglbles and credit apielepuity. 3.6% of menus nunber for year end 2004. 

Then resubmit tb for Claircom. 

Claricom 2004 GAAP Revenuesxls PaidlnCapital - OecM per KFlnn 




