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VIA AIP BOR.NE EXfKF.SS 

I v cu c: Secretary 
I·Junda Pubhc Servu:e C'omm1n1on 
1-1 ~0 SchulllAI'd Oalc Boule.Y&Td 
I aJJaha.ssee, Florida 32399-0850 

ltc NotifiCllllon by Nctw11r~ I.,U'lt' D~~tancc. Inc nnd l';nlltHI!II I .. Jc,ervtn lnr 

()f Stock AcqUtsilloll AKrccmcm and Subsc<lucrll Merge• 

llcoll S11 

On hehaJf or Network Luna D1stanc.:. lnt (" Nctwurk" ) and Nllu,,nul I rlncl" t\·c Inc 
I"N I I") thu, lett e.-'' tv ad•'lSc the Comml\~10n u( a 'i\tocl.. •\•41m•11nu i\l(rcculcnt ( lht• • o\!!''''''111'111 "1 

1\hcrCb) ' rl became: D whl•lh vwncd )Ub>ldlllf)< ul 1\ctwml.. Ill M a\ 1•1'•" .lnd lhc \hiir.:h .. ltlt-1' .. ; 

"' I llstthe tune of the transacuanriXC:Ived a deSigJI•lled uumhet ofshllrC>III 1\et\\ J l\.. l<lntOII UI ,tt,.:l.. 

111 exchange' NTI has smec: been merged m1o Netwml. cllecuvc U~cmbct t 1. I ""7 (the " !l lert:cr" ) 

lnr purposes of creaun~ one tl) larger lck•cummuniUttJom uvc• at•on \ .. th a Slngl<" hrund ldC:J•IJI\ and 
consolidated operations It 1S our unders1and1ng. based Upllll our rev1c" l •llhc uppl•cuhll' \llllul c ' 

<tlld regulallons and our discussion wnh C'ommiSS'I'" ~l air members 1hn1 I he rdi:rcn~l'd lran,acllun~ 

d,, ,01 rlqulfe pnor C'omm•s~u.m appro.,.al. so we llr<' rc>JR"Cllu lh suhr111tt•nH 111" lc11cr I ll 1ht' 

I 'ornrnJSSIOn for noufiauon purposes onlv 

Network 1s a pubhcly held Delaware corpo1auun wnh ullice) ltwatc:d at ~1'1 HolndA '"C"I 

l!~tun R l)U)!C. Louu1ana 70801 Ne1w011. o) a nun-du muuu11 ~:~rnc:r 1ha1 rc~b 1 ' 111ll'-l ll oll!d 

1111emauonallong d1~ance serv•cc purchucll from va11ou) lac•htle) ~~~ 'cd carm·" pu•~"'"" 1111hc 
I ( ' ( " 5 C 'om{l<'lltn't! ( arnu pohctcs Nctl' l!r~ I) iluthon,c<J h) lh~ H ( lt l ll llcr d~t•nc:'ll' llllf'''lllc 

and mtemauonaJ serv~ce~ 1n all fifty (50) ~ IQIC) ru1d the D1s1m.1 11f r l•lumh•a u~ '' II<HHiunun:ull 

wsmer NeiW<Ir~ currently ontcmaJc:) 11Jtc:r)t81t uollic 111 furty·seH•n (J~) 'IHI C ' nntl I" '"' tc, 
IIIIIBS'IBIC f>CT.o~. pur\ullnt l o C.CnlfiCIIIIUtl , ICI' •~fiiii • Coll "' lallll fCtJIIIr <' ill<.'tll\ <'I I 'll 1\t l UlllqWiil [cJ 

"'cop) o( I he Sled o\UIIIIUIIUI 

I • 

. 



f! \ccut1ve Sccrttary 
flonda Pub he Scmcc C UITIIlUUIO'I 

h:hruary 3, I Y9~ 

Pa!-!c ·2· 

hast~. m fon y nine (49) stale> Nenwork 1s a cerutied ''ltmcr 1n the Stme nfllontl~ 

NTI w~ a Minnesota ;.orporauon wlucl, became: a wholly owne.d sulls1dlbf)' of Net"' ork "' 

Ma) . fQQ7 as .t result of the l.r'IIUCtiOn dcscnbcd hcrcrn . Tl ' s pnnetpal oOicc' "etc ''"~ted at Il l 

Rrverfronr. Wmo114. Mm1ocsota 669117 Umrl the Merl(er. N'J'I wu (a) 8 ncrro ·dniiiiiiBill cnntl.!r I hill 

resold domcsttcaod intematiO!llllong distance K'I VtC't' pvrcllued f1 u m \llltt•ll' ln.:thtoc~ h.w:u LAHo<:" 

pur~uaril 10 the F<'C't ContfH!IIIrW C 't~rrr<~t pohc le), (b) nuthonzed by the I·C(' w u tlcr durne!lllc 

1rnentruc and rmc:malional $CfVICQ, (c) Oni!4JnAicd Interstate trallic 10 twelve ( 12) slates, A(ld I d I 

pro\flded mtrastalc SUVICC:, putSU&tll 10 centficatlon. rcjiiSirollon or tanfl rcqutrc:mcm~ nr on an 

unr c:gvlatcd b~1s. 10 rwelvc { 12) states NTI I> p1 c!lenll\ ~utloolr lled under 11~ f'm n.c:r em I''" at I' nRilll' 

a 11 cencficd earner in the Stale of flonda 1 

Tht Stock Ac:qultilion A~rrrmenl 

'\ppltcants hereby nottfy thr c., mmiUtnn nt Stud A l (lUI)CICOII Agrcc:m.:nt \Ooht..:h AppltC<!III) 

51 '~'-mot accomplished the rollowtng 

The record and bcneficllll holder" ol liJ\.JO'•Of tlro: ~.>Sloed and uu1~1or11hng "' ' 

par 1111lue common stock 111 NTIHnmfcncd 11nd dchvcmJ to Ncl""'~ ult o)l 

tt~e:~r n~t . IItle and tntcrrst '"and tn ·...aod shar~. 

! Network 1s.sl.led and dclt>crcd to tile l'fbellt NTI d1ardm1dcr ~ l ;:' -l ,llt/1 

shares ofNrtworlt 's common stock n> c.:alled for 10 l · \llrho t "·'\ 

.! Thr shares were allocated tc lhc stuucholders a lrrc'""d of NTI un tht' ba'" 

of the pc:n:c:ntagc uwnen hrp of each ,h.orchntder rof thr Nl l slm.~ 

Nl I became, by venue 111 thc Sho .. ~ fll ol dU&>C , a '"holly vwror·d '"''~odooll) pf 

Net wflrL. , and 

too f'londJI Nd~>1lrk p<U\'ldc:a tnlnUIAle ielcc:onurounocauon~ w:n•ooo poonunrol lol ( cmlcWb •II 

l>ublot t QII\C:ruowx and No..cutl) bcann, Cent!' race l'lurnbu 1 1 n nwed on otiAliO cnlll oul • o\rt>h...llll'P lorm "" 

AucM nl\ In PIV\'ld<: lntcro.cll.olnlli< Tdccommunu::~non) Scr\IQi Wrlloln lllc S tllrt or Flondn. ll.U.cl Nromhrr 

'1111~ ~·1·11 

• In ~tondA. 1\1'11 providod cn1:11.>1JIIc lc:J.cxoooorrouooi<.»IIOCU ..er' Ita pur\wuol lu I cnofouolc ul l ~obltl 

Cooo\C'ltC!i<.c t(I(J N~Uy bcar!Jll Ccruf'K:atc NunciJCJ 4/«H IUU('(f llt lht II~J~tlcr orlt tiiW • Applo•- ouoo lutooo II II 

Aulholll\ 10 I TtJVtdc lm~>«:han~ rdcconunumc:ahOr\l ~I«\<, othcn ill<' \calc " ' ~londto. I )I,. I. co ' ''"'"'1 

'N•I IH ·ll 



I· 't"CUII vc ccrctary 
Flonda Pubhc SUVt~ CommiSSIOn 
February J . 1998 
PaKe .J. 

' After consummation of the Stock AC(IUISiliOn i\grcconcn1 N I I rntlall~ 

continued to operate a.s a rc~ulaled enlny pursuant IIlii ' rn r~ent cendll!llll\•n ~ 

reglstrauons. tan IT rcquuemenl> and rate .struccore~ 

Cnhcallo the pro1 osod Agrec.ment wa.s the need to eruure the ~ontmu&tovn t>f hogh quat11' 
:.crv•~ 10 411 euStomen then served by both Network lllld NTI The ah<J\e descnl«<ltransacuvn 
serv~ the pubht tnlen:st for several ru.sons First . II has eroabled the compamc' It •'perlite "11h 11 

more ,t ~<:&mlined and efliacnt level of serv1cc f01 all mvolved c:ustomers b) cruung • lar!ler parent 

operauon The tramactiOn enhanced the operaung effie~enc1es. tncludm!! market clli cr cncu~s . oftxHir 
Apph c.&nts Second. 11 hat incteued the appu' to pre..>elll and pulc:ntr& l ~:u ~I O iircr ' ufh,llh '>Jet \lo ur~ 
omJ !'IT I a.s these entlti~ can prov1de telccommumcauons serv1ccs ,,, thcu CU$Iurner ~ m a more 

cnicrcnt tnllllner Finally, 11 has resulted tn sobsr.anual cost SAVtnl:!s for buth Nc1wur lo:. and NTI bc:c.ausc 
,,r diSCOUnts on quantity ordenng of matenals 1llld serv1~:es a~ well &> nuc-.ur~ ·· ffil'lct~cte~ 

The Subu qutnt Mergr r 

In addluon to the Stock Acq11 i51Lion Agreement, Apphcanls herel'y noufy the ( umml~>~un 111 

the Merger which Applicants submit accomplis'led the follow1111:! 

(II) Effective December) I. 1997, Networ~ mcr~:~ed NTI , It~ 1()(1" •• wht•ll~ tiWJIL'\l 

54lbs•d•ary corporauon. with and 1010 Ne~wor~ pur&uAnt 11 1he shon fnm1 
parent-subSidiary merger rulcJ of the ~t&te of Delaware 

thl II of' Nl"l'• IS5Ucd a.nd outst iiJld.ng cnrnmnn ,w.:l \vetc un•~:cl lt·d n111J 
e•mngu1shed a.s part of the Merrcr , 

tr) The scp111ate c:x1sten~ of NTI cc:uell alter th<' \1er14er '"th Nt''"'PJ~ 

remammg ,., the survtvtng corporauon. and 

1dl NetWork IS '" the prOGeSS of rnalung on urd'l:rly lf&ll~llluo Ot &il of rhc r rcscnr 
customer accounts of NTI to Netwtlrl.. . and w1ll ronunuc It• srrv1cc thc ~c 
<;ua,omen thrO\Jgh and pt~rsuant mthr ('en•liwtc <•fl'ubht l o'' "''llcn.c Alld 

Necessity presently uttlw:d by Networl.. m ns W!rvlt"e of 11• n 1slllll! cmtumcr1 
m the State ofAonda Network IS 10 the proccs) (I( 11011fy,n~ oll ~:urrent end 
u~ ofNTI of the event and also of any chonge 1n ratn due to rlu; shl(n<ncn• 
of two or mme dillerent rate produca 1ntn • arngle rr11e pr••d11c1 hu t\1111" '1''' 
sc:rvices, by e~ther a ll('lparate matllng or by 8 blillnsc:li I u 1hc cxrc:n t thut DJI Y 
prueru NTI rate products aRnot utcluded m Networ~ ') ! 0111T~ on Jilc w111t 
the ComznbstOn, Network will MlLnd its Ta11l1'5 UCA.'OHhnt ·v 1\~ such the 
ttllnsartion ha.s not . lllld wit' nut, ~u:;c any tnt4•• •vc:ruc"'· t '" r<lnli •~llln 111 rhc 



l:..'lecuuvc Se~retl\1'\ 
Flonda Pubhc Sef'Vlce Commsssron 
fehruJil 1, 11)()3 
Pdgr .J. 

pre-e~tisung cu~tomerJ or ellhC"I Nn \H Nctwor ~ 

(c:) The technu:al. mana~enal and linancral personncl<lf lllctwur~ and · II I' •II 
remasn the same after the uansactron, and wrll continue In 'ent• rhc11 
respect1ve o.:ustomc.s 1•mh therr present hr~h level of e:c:~fisse 

(r) Critic&J to the Mcrg~ was the nee<! to ensurt' the continuation ofhsW14uJht1 
service to all CUSIOmen curr~ntl)" :.erved by both Net wor~ and ~·1 1 The 
Merger thus serves the public rnten:st for the followmg rc:<lson~ 

lr) It ,..,IJ enable: the C•>nlpanoc) to upc:slltc: "'"" u nlllf<' <Hc.!lllhHccl .srsd 
c:tlksc:nt lcvd of servsce li>• allsPvolved c.:ustumc" t'>v u c3hll~ a IIHKCI 
p111en1 operuuun 'rhc: tran~a4.111,10 wrll cnhancr the orcr ntmg 
c:Oic•c:ncocs, •ncluJm~ rltl!rkel ctlkrcnc.:rc~ . ul hmh i\pplrcam' 

( 11) It wtll serve to crt'ate a hcr~htcncd level ol opc1 aim!! elli \ICJl\'y wl11ch 
generally will serve to enhance the overall ~pacuy of Apph~am s w 
compcu: sn the rnarketpl1ce and to prl •"ldc tclccommumcAroon\ 
Set'VICC:s liu a ~oc&ter number Ill flonda custunrero a( tl•mpc:tlll'l' 
r•res and unde1 one brand tdenlll y 

f he: Merger Will be benefiCial for the shareholders ofNn wot~ 3$ the: Mcl!!t'l wtll Llln>ttlodare 
the 1.•peru1oon~ of i":TI, Ne1work's 100% wholly owned suhstdsa ry, w1th ond tnlo ctw•.•• ~ In 

odduson, Nctw1•rk IU well WI 11~ custumcn and those nf NT I. will benelit ti.un th~ enhnn~ed 
ccmsumics uf seale l lld operaung cfficsencics, ~a exphunc:d abovl! 

( um:nl linanctalmforrnMICin for Nc:rwort.. 1s Bltached hcrC'Iu u E '<hlbtl "13 • '(' u11 l:lllllllarH;oi<l 
tlllonnauon fnr NTI 1s sncluded 1n Edubtt ·w 



b:c~uHv .. Secret .uy 
Flonda Pubhc Servrct ComtYHSSton 

f ebrur.ry 3, 1998 
l•age -S-

The parties lre forwardmg thrs letter 10 the t'ommr~u>n ftll uthnrr.~tlllrd purp<IM!~ to he 

1ncluded m the appropnare Iiles Ab!>c:nl re1;cop1 (lf wnrten nullfiC4tllll1 to the runtr11r. wtlhm 1hrn' 

days, we will pro~ed on our understandmg th11: nn appruval or nthcr fmuralttch••n •~ fl"llUirnJ b1 I he: 
L'ommrsston rcgardmf( the subJtcl 1ran!o8c11on 

Enclosed are the on~AI and llnrt«rr ( IJ ) w prc$ o f 1lus leiter l'leasc: rclum tlnc (I) frle

itll.rnped copy m the envelope: provtdc;d If you neC"d any fun her anfmnrnlwu 111 havl any qucsh11n ~ 

teg.arding tl.c matten discussed herem, nlease do nul hc:suatc: to conlact I he: undl'tsrgned 

Thnnk you for your as$ I stance: rn 1 ho~ ma11er 

BWI:llbb 
I· nclusurr~ 

cc Tom Wrlh~n•s 

Kcspccl~bnullcd , 

~ 
UenJamrn \ \ Br<\IISinll 
"'a walsky. Brun~tou• & C nllh:uJ I I• 
1 ~110 Nonh C nuH'WII\ Uuulc' ard 
Suur 1 44~ 

'\1etamc. L(IUI~Inn .l 71J!.I(I ~ 
( ~().I) K32- 1 Og4 
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SI'OCK ACQUISITlON AGJtEE\tE~I 

BY AND AMONG 

NATIOSAL TE.l.£SER'\'1CE, t'fC.. 

'1"HE 1993 FRIEND FA.\fD..Y REVOCABLE TRCST. 

l..EAFFA.'\'aLY fA.R~. LTD .• 

0 . ~~ FRIEND. 

JOHN V. l.L\F, 

NETWORK LONG DJST A...,.CE, INC. 

;\.~ 

MARY J. LA. .,_G 
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STOCK ACQUlSITION A·";RU\iE''T 

NATIONAL 'TELES£R\1CE, ~C .• 

THE 1993 FRIEND fA..\W.Y REVOCABLE TRCST 

LE.AF FAMILY PA k '1':\'"'ERS, LTD., 

o. A. f'RIE\1), 

NETWORK LO~G DIST ;. .. .''lCE, L''C. 

MARY J . LA."'iG 

T?rTS STOCK ACQUISmON AGRE.E.\fU'T l "Agrern~aJt") , u dared as d May _. 

1997, by ~a.d among NATIONAL TELESE.RVTCE, INC •. a Mmneso~ t:crpo~tioo ("NT! "). 

0 . A. F1U£ND, as sole Trostcc: aod his JUtces.sors m truSt UDder THE 1.993 FRIE.~ F A.\ffi. \ ' 

RE"VOCARUt TRUST. a revocable trlilt es1.1bllshee! wldr.r the l~wJ oi the Sute of c~lt forrua , 

(the ~Fric r 1 Ttwt"), LEAF FAMILY PAP'TSERS, LTD .• 3 Colorndo limited put, ~~mhtp (the! 

" Leaf Pa UJenhip") , Fn eDd Trust and Lc3f P"umersb.Jp, being lcnown toicther herem ;u the 

"Scucrs· 0 . A. f\1end, a.n lndi'fidual resickot of the: St.ate of Wu~1oo ("Fneod , J olw v . 

L~, an iodividuil residc:nr o! the: St.att of MUlJ'IeSots ("Lea!"), Fnend ;a c~ L.c~f. bcllli lolowu 

together llCrCl1\ LS the • principals") , NETWORK LONG DISTANCE, L'IIC., t Delawu t 

corporuion ("Buyer"), and, fur lbt purposes of Sections .5 10. - 5 &od 8 17, ~a.ry J . La o:. 1.0 

i.odividw.J ral.dc:at o: the S~e or Minnesota C"L&n£"} 

WiT~ESS.C:JH 

Vr HE.R.E.AS, Buyer, the Sellers a.od NT1 have l.lldtcated tUIJ murual de me rl!al Buyer 

.lbould acq~we all of the issued And outstandmg slOclc: of NT I !the • Ac.quis1tlOil • 1 upon t.he terms 

La.d cond; tiO~ Itt f< n.b in tbis Aifec:tllent. and 

W:-lEREAS, ~ SeUen ue tbe record .and bctlefica.J tu:Jdm of IOO 'i ot tht u rued aod 

outsWldln~ co par val~ common stod of NT1 JUthonzed 1!sued l..".d ouuundln~ (the "1\'11 

Scoa· ). and by theu si~ below ag:rce 10 eoovey ill of then sh.uel 10 Dujcr 

Q~<l94"1. 



:"/(lW, TliEREFORE. tbe pattie$ hereto he~b) rcprescru. w~:n.r.t , covenant ~ ~~~e 

:u foUows 

ARTICLE 1. CONVEY A.'\lCE OF STOCK 

Su .l ~ct to the tenn.t and cond.ltiow provrded to this Apc~ment , lhc Sc:Uct :liTe! to 

transfer tu buyer all of their riJ,ln. ntlc aru:l inie~1t in l!l<l to th.e slures of the :-o:n S11 ; I; owned 

by Sellers At the Qosi.n& (u ddined b:rem) Ul eoruidet"3oon of the inu.anc:.c of sllan:1 

of the S.OOOI pu val~ common stoclc of Baytr (lbe -srodn tu ScUcn ~lhxatee 10 ~ac lt ~c.ller 

on tbc ba.s ' of bls pet"Ce:m&gc cnrnenhip of •lu: NT1 Stock (the - Pc:rcc:nure lolercst• , 

"Thr: number o! ~ of Stoc:lt delivered at Oostnl slWI be ~lusted ~~ed by th.e amo~: 

of cuh lJld ~ equiva.lenu reflec:o:d on th.e book! rrf NTI .u of th.e close of bus tnt.Ss on tbc da} 

preceding C1os.lng (the "Cub Amounq It the CJ\h .4.b:launt !.!-IC$5 lh1n 52.000.000. I he number 

of sb. c:s l • Stock dc:l.ivered by Buyer to Sellers ) I :losing will be reduced by an Jll\OU/11 equJJ 

to the qut "~Dt of the amOWI1 of such dltrttaY.: div:oed by e1g1U .and rou.nded up to .he oearcs1 

whole nu: ·' cr. U the Cuh Amoum a~ ;.,t,OOO,OOO the number of shares of Swc delrvered 

Jt Closln:: ·Jill be ioCTCued by an amown equa.J to tU q.;oa~n of the t.-:-:ouo· cf sue! .h!Terc:ncc: 

dl v1d.ed t.: :iJ,bt and rounded up to the: nevest 'IIVhole ou-nber 

ARTICLE :!. CLOSL'iC 

Th~ C)OSIIll Of tee AtquUitio1J ( tbc: - ClOSlJl&• ) shaiJ Wte pbcc ~~ the OffiCCJ Q ( a lack well 

Sanders Mmhcuy Wmy & Lombudi Ul K.ansu City Mls5ourt , 1t 10·00 ' 1r. :ocJI tJ •nc as StlQn 

u re.sotU~Iy possible aftrr the cia~ on whic.h tbc last of the corKhtio~ dr.scnbcrl to r\rt::!c~ 7 

8 and 9 t( lot ndsfled u satisfied or at suc:ll other W.lll: l.Ild plilce IU sh.lll be rourually p~·eed upon 

by the P:ll" es (the "Ciosinr Date") 

ARTIO f 3. RE'P'R.ESENTATIONS A.'ll> WARRA.Vfll:S OF THE SEll[RS A:'\"D ~II 

/4 111 tol.luc:crncor for Buyt : t oJ enter 1t1CC tlUs Alllttment NTI. each of the :etJca 111.! 

c~ oft:~ ?nndpili, her~by Jouuly 111d se.,.,.ull) r¢pr..sr:nt. wuunt . covco.ant olil(' tgree wuh 

and to !: • ·er, as follows . 

3 NJJ Iru:qmptJQQO NTT u • C()rP,OW ' .,Il duly or~anil~ and v.tl 1JJ ~ c . 1~U11g <trvl 

In good s andUJg uoder the ~ws ot l.be Slltc t> ( M ll\LlCS" ta.. NT! ba' full corpor2te pown ~ :'od 

corporate cut.hority to carry on its l.nui.ncl~ 11 lt is now b¢1Qi conducted , ro own ann opcr3tc tlJ 

usro, tn ;> OCSS &Dd propc:nies. to conduct JU buuncu LS now 'otlducted by It , to enter oro thu 

Ag~ l1ld to perf= lu obllpdons hereunder . AMeJ;ed hereto as Sd'led\l lc ~ l .\nd m~dc 

• Pilll het :)( lS. compl~e a.od correct copy o r the '\ruclel or lncorponuon and 13ylaw ~ (tO¥cthCI 

v.•tt.tt .UI amendment$ and n:sutc:m;ms of ~ch such document) of N11 

0~ ' "' ' • 

" 



3 2 ScHer's, Orgmuuon. The Fnencl Trust L! J rc:vc::.Jblc 0"'.15! duly n~blHhecl u: .Ja 

the laGts of lie. State of C.wforni;,. . Tilt Friend Tnm h.u full 0'\Ut powc:: .1nd tnut .ll•thonry to 

enter mro thit AerecmoDI a.nd perform us obltprions her~ A.o:lcled lxrcro h Schcdul~ 

3 .2 1 a.Dd r w • pan btncf Is a complete LDd t.Jrrcct ccpy of the: Tru.st Dc:clU"JOor utd other 

govet'lllll& doc:umem:s of the Pnend Trwt (togc:Lbc- "'t lb all ameodmenu lUld rcmtemco.l.) of uch 

5Uclt doCUiti:OI) 0 . A. Friend. lole mutec of the ;-.,end Tnw. 1w tull powct llld aul.'tom y to 

a.ct on ~·r of~ frienJ T1US1, includlD11 ttUtrilJi into Uld cx'!CuMg ltu~ A1ftrment &nd 

perfonnln · 1ts oblJp.oons hereunder. 

Th: 1..ea1' Parmeubip l.l a limite~ parmcuhtp duly orJl!lUcd Uld 'V lhdly UJWUJ 111d to 

Jood SW\4mi II.Ddu me !.I WI of tbc Swe of Colorado The Ltaf Pl!tnershlp b.i• full power and 

zuthorio· ''' enter into this~ ..ad perlorn. ttl obhpuoru hereunder Annc:tetl herc: to .u 

Scbtdulc 3 .2 .2 IDd made a put henor u 1 c.omplrtc a.nd correct copy of &.e Lurutcd P:utn:r'h'P 

A~ and olba aovtnll!la documents of tht J...u( PinDtrlhJp (logcthc:r wtlil Ul .1mendmenu 

and res UteltleDU of e.acll such documen.l) . J o.ho v u.a.! 1lld C ,:rntb.iJ Aml !.n f. Gc:nr: ra I P utne rs 

of 1" ~ La·' Putnership, have MJ power &nd authoriry 10 act on ~h~f o f the Lear P:mnershtp . 

LDCiudlDC : rtrrilli into l1ld e:xecuti.OI uw Ai:-ument md perfornung Its obhgauoru !tereunder 

3 -~ Capjr:;a.hnupn of !'.'II CpmoCl!IC [•oc11mgm NTI IW m authon.zed c ·parJ1 nock 

consi.stins uC 25.000 shares of no pu- ~Jue comrr..Jo nock 940 of ""btch Me sn. d and 

ooutandu: t (lbe -.NTI Stock'] . All o( ~ is~ued and ouuta.od1113 /lo'1l Srock ,s ow~ •. •>( record 

And benet :-i&lly by !he ScUen Anneud bereto au Scne<~ule ; 3 ace n-..tdc: 1 pur ·~-oc is ~ 

eomplete nod ccrm:t delcnptioo of !he owncohip by !he Sellw or tbc :"\'11 Stcx:'<. m• luJtq; the 

aumbe:r of sh&rel held by eacb ScUer and lbe cc:tilic:ate numbcn of nch of the stock. .:er..tfl~t,ej 

ISsued w the Sd1cn and the date ohuch IS~. u shown oo :"-TI ' t bocl::! and re1:a:~ at ~lar:t; 

31 , 1997 . Except &J disclosed 10 Schcd.ule 3 3, lbere are n;, other ~ I~Uscs of e-1U11v opr1orl! 

warn.nu, alls, rig.!m or tommitmtnu or a:ny olber li!C:m1e:!ts of any dutacter rclallllg te w 

n.le, is.J1li.Il.a: or voting of arty sllares of w NT! S~ocl< . or tny seturioc~ convc-n&ble tnto or 

CVldeDCin& the nsht to purc.ll.Le my ·~ of the NTI Stnclt 

3 \ l}tle Ul !flJ Stoclc. Ea.c.b of tht Scllm ba.s good lnd iTWic.eUblt uOe 1'1 ~a own.s 

a.nd wfll con~ to own free a.od clear ot 111 claUIU. hellS. plediC:S optiOn! tnd othe r 

c:ncumbno:cs.. dl of the l'o'TI StoCk luted to ~:h.tdul~ 3 3 u !x1.11g .Jwuod b:-" ham. All :>f Ole :'\TI 

Stcxk i$ 'Alid.ly 1ssuel1, tuUv pa1d . noo-useuable w1lh no ptrtorul h~bt.lny ai!~Lhlfl~ ro the 

c wrun ht, thrreof and h.u 001 beco u rued Ul v tol~uon o! U:c pretnJtlU ~c n ghu 01 iOY other 

!Jlu~ho)ckn 

3 S St.atu• gf ND Stock . Exc~t u sc:t forth oo SchA:d\lk 3 .S . none of lhc :-.·1 1 S1od 

l.l SUbJCO to Ill)' shareholder 1~. YOUDJ lgTCC:malt. VOfliii awt, bllY•U:U lg.l~l CIT l nY 

other similar agrecroeot Volllb respect to w y of Ole r-.11 Stccl: a.nd tbc NTI StoCk shJJI be 

lnll$(:1;1:d to Buyn- al the Qosing tree &Dd c lear of all clwn.s, pledil!j , ~CC1Juty llJI.Crcsu. ltcns 

or eru:umbranc.Q or other restficlions or limJr.~.t•o ru of UlY land. lncludu,,, Ulhcnta.n.:c c r c:sllt· 

tv: hens , plrdlles , optjons or oebet rtXWllblanccs 

OMA LA,~I • 

.,.'t'· - ==~=J:~:. --:J- •_...-c -sJ:£ _:..-, • · ·l - -



l .6 Capgtzy of ND Smc;k Ownco Neither Seller u under UlY ;'re$rnt lepl dtnbiltr:y 

to eruer Into and perform thu Agtu:mcnt. E.Jeb such Seller wtU have !u~l pqwer ~ aulh<-••ry 

to pecrlorm 1.11 of lr.s obligations UDder lbU A!lrecncnt ~ of the Clost.n¥ 

3 7 No Rjfbt of Fjrn Jktuul Ucel'l as d1sclosed oo Schedule : 7 lnllCtcd ~crete and 

made a pL"'t hereof, ne1thct Sella oor NTI ls i pam. ~::> or restri~ by or obhgattj under any 

~n~r or agnemcm whlc.h mi&hl be vJoi.Atcd by tn~ or pcrfotmUll IJ!\' j)l n or thu 

A~r illcludina but 001 llmlr.ed to nghls of fltSl :-efunl pi.U'J\Wll to olDY ihlrch<Jic!,.rs or w y 

otber agrecmem. 

3.8 Ejpaprial Starc:mcnn (l) TI~e a.uiiled Coruolld1ted Bala.ue Sheets a( NT! .u of 

September 10. 1994. 199.5 llldl~ &Lid tbe waud.i~d &Wu Sbeet of ~n u of '<far:b 31. 

1997 (tbe ·Bahncc Sheets·), md (ii) the reale.d Consoli<hteo su~cc:ltJ of OrUIIOns .and 

Shueboldt'rs ' Equity I.Dd the Consoli<bud Sutemeoa of Cash Flows (u to 1Ud.1ted sutemenu 

ooly) tur lhc tUc&l yc:a.n md pcriod.t lbeu ended of 1\"Tl. lOJether witb the nores thereon. ccmfied 

by tbe mdepcodCDt eenitied publ.il: aecouaunu of 1'-Tl u to lhe audited mtcmeots. h.lve been 

delive,ed by 1\'TI to Buyer, Such aud.tttd fllllUlCa! sutcmena and notes were p~p~d In 

a"ord~ w.iih JeDft'll.IY ac.apctd KCOW!Wlg pnncipl~ f•GAAP~). conmteruly appl ·~ dufinl 

tbe periods invol~ . a« in ac::.orda nee with ll:.c boob &Dd rec.orG.s of l'o "T I , co nu 1n "nd r en ecr 

idt:quatc ~for (i) all IW>ilities or obh&JtJoru of an~ aarurt , wbe:her absolu~ . : on:tn~enr 

or otherwl~e. io acco rdance witb GAAP an.d (ii} all reasonably antic: tpUed Jesse~ a· A ,:osu 10 

excess o! t:"J)ectl!d nsvenue, and pteienl W!ly tbe ti!Wlcla.l posttion of NTl. i.s o( such dstcs and 

frr sucb :ocriods. All tnzaaetions ~tween N11 tnd the Sellers re!atod ro tbe bJ$1llt-Ss or 

opcnoons r f l'I"Tl (otbcr th1.o ll"lns3Ctions rtllled to coa:rpec:.noon of eH.ller ot the x ' lcl'l 4S set 

forl.h in c!euU on Scbedulc 3.8 hereto) bave l-ce!l tde.nufied 1n sueh lUdJteC: fi!UJlcia.J sntcmcnu 

The UJW)i't..ed fiD&nc.Jal tt&lcmeDU u of and for the pc~od ended March 31. 1997 have been 

prepan:d c ~ a tu buis, ~nuin and reflect i dequat.c re3erves fo r (i) 111 l1.1b ilines or r•bhft l ltoru 

of any ll&l\li'C , whether absolute. conii.neeru or otberwue, IJid (U) illrtuonably anticipated los1cs, 

cx.ccpt f ? r d.iffc:n:nc.e.s berwc:c1J tu and OAAP w:oun.t.m& . I.Dd abseDCe or c )Cpiii.DitOry footnotes 

aDd~ fwly !br fimnd&l condtooa aDd~ ol operanoru of NTl iS of suc.b dare .. nd for 

such per1od. Such foomotr disclosures, it mcluded •.vtth t.nc lmlU¢1ted fUWlCW sute:neots , wauld 

be subsr.a.o.tWJ; uml.lu in d.cscriptioc &.Dd conteDt to the foomott disclorure1 1n lnc auatted 

fin.ulcia l SlllemetUJ far the fiscal year e:ode4 Scptdll~r >O, 1996 All t;.anucuoru ~rwccn NT! 

:llld lhe Sellers related to rhe bus111en or openuons of :"'TI 1otber tb&o trans~cuoru re lated co 

compen.u 1 ID of citber of Che Sellers u 1e1 form m dcwl on Sc.bedule 3 8 hereto) h.llve be~n 

idcnufied :~ such umuditcd fi.rwlclal statca\Cnu For purposcl of tlus AcrectDI!nt , •he B:ahncc 

Sheer o f NTI ~~ March 31. 1997, is sarnctin:leJ ru:l~rred to u 1.1Je ·ea.1~ Sb«:t" •nd tl,c t!1ce 

t.beteor IS referred 10 u lha •BaJ&Dee Sbcct o.~.- NTf sh.ll l deliver 10 Buyer ( I ) UK IJ~Ult!Cd 

eompilc4 'l':Wlcil1ltatm.ena of NTI tor ead. montb etlded afler the B.a.l.a.ncc Sheet Date. oo ~~~r 

than t""cnlY (20) chys aftar the end of eacb rucb month unnJ Closina l.haJl luve oecuncd. and (!i). 

any subsei.JIIC'Ill unaudited compiled fUWICI.tl sa~m.s of NTI for u ch fisul qiW1< ~ atter the 

B duce Sheet Date , no l1ta th&.n thin)' Cl 0) c:bys &It~ ~ crul of e11ch ouch fuol quarcer uuJil 

C osing shall have~. Such fin.&ncw sl.ltcmeou ""•II be prtp.ared 111 J nw:.ocr coru,.ce t\1 

~: ., 



Wlth !he Wlt."led tim.Dctal saln'DelU:S Of N11 and Will be 1.0 ol.CCO~ W:t.'t the boolu and m:Df'ds 

o(NTI 

3. 9 Buglrwn Sip Mardi 31 1997. C. -~ u 1~ !Oit.O on Schtdulc J ' ' aruc.bec1 

heteto and made • put hmeof. aince tbc Ba.lm(.e ~hf~1 l)a~e, then: b.&.S cot bun. 

3 ,:/ , Any mate!W advene clwlge In !he fi.t..\.o.:W condlrlon. operatJoru, t ~lne$s or 

prospectS of NTI, ilxlud.i..Q&, but not lmuted ID. any Jt.lte or fedc nJ !gu1ltory 

pr.,......,inrt 'Whidl cou.ld otlmiNIC In an ord.tr or other ;~.dou wh,cb "!Uld have 

such a.n adverse thmae. bur excludina aenerilly mown t.Odu.my · :nds ~d 

compedtive condltions a.tf«tina l.bl: u:Je-:llTnmUI11CaUOQS t.Oduu.ry een.c, •ll)'. 

3.9.2 Ariy mar&m.&l pbysacal ~or destn~cnon . wh~ or oot tovered by '\S'I.U lllCe , 

tdvenc.ly atfect.l.aJ the properues. ousiness or o~tioo.s of :-<'Tl, 

• 9 I A1xy labor cU1putc or thrw tbcrrol or 11.0) aoe::lpt 10 OfiUUZc or reorslOJZc the 

rniPloyccs of Nn for the purpoae ot ~:::llective bugatning. 

3 I; • Any duea or lndlrec:t n:detnf. t.on, purcb.a..s<: or o!ha acqwsJuoo by N1 1 of ~Y of 

cbc 11<, Stock. or dc:lan.taoo or or paymeu1 or dutr1butJon of ary lcand ! c;uh or 

o<hcr uJea to eitbeT of~ Sellen or to lt.O" pany n:w.ed or ~ted .t.h e:. .• er 

Seller (a •Seller A.ffi..lilte• ) oth~rr !11m Ill; paymct11 of d1v1dends as 1 1 lortn lJl 

dwil on S~e 3.9 ~to, 

"l 9 .i AJJy employme:ru. seven.ncc. ronsu.lu.na or orJ-.cr c.-~o.s.aoon cootr.~:t e:nered 

i.nto by N11 with :UJ) director , officc:r or employee, or wy 11 · re:ue or 

compensation P')'able or 10 become payable 10 111y or 1U officers , croo loye~s or 

IJCntS, aupt !ar UlCla.Ses In compensation LD the ordinuy course (o( bUSIDCSS 

indudini pro raUl ·~and l:Jom.d di.strib<~tJoru ro SeUen prev1owly p~1d ar ye~: 

tlld, w~ ID:Teases .aod di.ruibunoru J..re ~ forJl in deuil oo Sc.,cctulr 3 9 

3 9 o Any coll1DIW1i.udon. wtu:tbt:t on! or wnnc:n. rc YT1 or tlu Sellers f: 'la: :-.11 's 

customers, tu.b$c.rlbers or supphcn en lil!llCICS rcaul.at!lli :"lTT. nor d• ~, NT! or 

the Sellen. alter malwl& due t.Oqutry, b.ilve lilY lalowlcdge of. a.uf poreoua.J 

devdopm.ctJl affectiQ: !'111 wb.lcli would re.uonably lnrl N11 or any of 1 e Sdlcn 

10 apcct a malenll adverse clwlge i.n NTI's bwUleu, 

3. 9 7 Any satiJfaction or discba.tae or any Hen by NTI or paymcru. by Nll of any 

obl!faticm or liability. othet thAn a.n obhption or hablhry lrx:luded irt the lb .la.nce 

Sbeet of Nn, current lia.bUlties WcUrTI!d SUICC the B~~c Sllect o,·- 1.0 11\e 

ordinary cou.nc ot busl.lleU, liabU,o.eJ incurred 1.0 ~ out tJx tnruacuoru 

comemp!Atcd by lbJs Agr~ and obllgwons l1ld llabi)ldes under the contncts 

and agreeml!ttt.S liSted lL Schedule 3 . 16 bereof. 



3.9 8 An;y i'J'Irmt)', eodorsem~ot or mdem."ll ftcarton by :-'TI of ~e obliJnb n.s of any 

third per.on., fum or corpor3tion, 

3.9; Aay u.Ja or rn.nsfer of uty aUf".! or c.a.llUlliuon by NTI of dc:btJ or ciJ· nJ b.tvmg 

a value, in the aggregare. of mort" tban $10.000, c:xc:-pt. 1n each c.:~sc 1!1 the 

orcUnuy ~une of businels; 

3 .~ 10 .Any lalow~. W&lver by NTI or lnV nghu havmg 3 value lJldi\'IUUa.ll} or 111 the 

• cgrepu. in excess o t l l 0. ()I)() . 

3. t. \1 .o\n)' lnll.Sacuon emc:rcd 1n1o, other lhan m the ordi.na0 e::>l;Ile o[ b~Uit.:ss . 

3.9 12 ArJy mortgage, pledge or lien or other e.ncurnbrwc;e of UlY of tll useu . WlJI lc: 
or i.nta.lgJole; or 

3.9 :3 Aily .ualjnmmt. uJc or tn:I.Sfc:r of any pucnt. tndcr.urlc. uudc n·• tru: . tnde 

l ccrtt copyrltbt or otbcr inw:glb.c usc:t , 

3. 1•· J!rigangn Q11m<, Exccpl u set 1 •!Jtn Schedule :l 10 

3 1 = l 1bere are no cl.aimJ. sui~ . ~CUe:·~ . .;r 1•rc.1 c:edin&s of any p.a.cun w~tso •er U'\ l01w 

or in eqwty. peoding befort. .ny court. r~ovcrnmc:nta.l depanmeot, t< W.lSstoll. 

agency. uuUU11len11J.lty or auebonry or -anv u bJ rraror. or. to the: best . :-ow ledge 

or h'Tt, the Sellen, aad the Pnn:cipall , lhre2ta~ed . oor are thc:tc: . ' me bc~t 

know~dge of NTI.. tbt- SeUen, ll:l.d the: Pnn.;rplls, my 111Vcstigauoru, .;hc:thc:r or 

not pwponedly oo beb.J.lf ~J( NTI. compll!.:lu or reVIews by lWY toun. 

governmet!UI dcp~ cotil.D'IUSIOD.. agen.cy. t.DSt:\1alent.a.lity or authomy or any 

a.rbitntcr pendtng or threa.te'Ded aalio.st , relatioa 1.0 or aff~ting 'til 

3 I'> 2 NTlu Qllt opcranng. undc:r or subJect 10. ocr Ill detJult ~a.· •tll respect to, :my " rder . 

\)fnt , l.bjUDCuon, gii'lli.shtncm, lt ''Y or decree o( any (cdc:ral. s~te. rnuruc1p.t1 or 

o ther i DVCfWllCOW COUJ't, ~C:tll, CODUnl!SIOQ, board , bure-au, IC~Y Of 

uutrumentallty. Tbe usc: or ownership .Jf NTI'l anets the we or o.:cupmc)' of 

NTI's raJ propeny. and wy lo:.c:resti relal~d thereto, and the: tnrufcr pf U1c: f'ITl 

S~.s doet not consn:utc: a adault t.hcrc:u.ndc:r 

.J J 1.3 DWlDI the put five (.S) yean, t.llc:'e las O'JI ~nor Is th.c::Tc now pcradJ ng ALlY 

cltm~(l) .,a.tnstany penon Ill hiJ or b.er capacny u !:lthtr 1 dinctor or o(ficc:r of 

NTI. Tbc: Sellers a.n.d the Pti.nc.ipals b.lve no .acru~ knowledge or lnforrr ' tlOn of 

any act. error. or omilsion whlcb would give nse to such a claim Ne.ther NTI 

tlle ScUcrs, nor Chc Principals lave bel:o involvtd in or have blowledac or any 

factl or c~ U'lvolvin& !be followina ..vhich would 1rvc fiSC: 10 such ~ 

e.l.lfaL (i) wiuust. communlcauons. copytigllt. tndc name. tndc:marlt or patcor 
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claims or liuption; (ii) cbu:Cl 1.0 ury c:v11 or truilllU.I &CtJon or adrmcist:"~D~ 

proceeding i:lvolvi.ng a violation of IJJV fe-l..enl or sw.e se:::umy bw or regul.ltioa: 

(ill) cha.rieJ ill a.ny civil ar crlm.lna.l ll£tlOD or Atmmistntive pr~ing mvolvUll: 

1 vio.La.tioo of~ !edtnl cr sail! I.Jlticnut or t'l.tr lnde law or c:oi'ISU!IleT protection 

law or regul.a.tion. wbc1her genenl or spec:l!ic ID tllc communu:~tioru servtces 

111dustry; ~ (iy) actions involvJ.ni representative acuons. clus i.cuoru or 

derivative slllu. 

3. 1U ~ Ne:nber :-nl. Selk:n 001 the Princrp1ls ue .tware o( .uty cl:nm, 01 .. do Sellas lave 

IllY knowledge of lhc bub ot a.ny cllim. &J110Sl NTl for Injury to penon or 

property of crapll)yees or &ny th.ltd par.y suffered .u 1 resull or !he s.tlc or lllY 

product or the~ o{ any s~rvice by NTI, I.Dcltu!mg claims uumg out of 

any alle&ed ddceove ~ of iu producu or u:rvtcel. ucept for those types or 

claims which ue ooven:d by lnsu.-a.nce m.awUU~ed by :'-TTl, such cl~tmS bdr.., 

d~c:rlbed Oil ScheduJ.e 3. I 0. 

3 It Compuans;; wj¢ [,am . wert u ~et fonh en Scll:dulc 3.1 1, &nDC~eti hemo and 

m:a:1e a par be.reQf. NTIIw oat 11:Utved ""linen notice tnd neither NTI. el.lbcr of the SeUe:-t, nor 

c.ltbcr of the Priociplb b.&J IllY knowledge, hMnf made due inqwry. of any vtolatJon hy 1\"TT of 

its t.a.ritts or of laws, regubooos lnd orders from any sovcmmenul eout} bninJ ~uthonfy to 

enforce such Qrjtfs, laws, regulauoos and ordcn . LOCIUdini . but not !UilJtcrl to , the 

CommUAlr.acoru Act of 193<4, u ~ laletlded, 1.11Ciuding, IlK am"1'.1111PCJlts crnlx>1te<i m tile 

Telecoam~Ulllaoons Acto! 1996. and lbc Tdephone Con.rumer Prot~cnon Act of 1991 (the 

- commwuatiom Act"), and N'Tl. ~ Sellers. Uld the P':uxtplls do nor have :>ny lctUil 

lcnowledge. lavu~g mAde dw: i.nquuy . tb.tl any ~quire=nu or U!Sl>rance curten. l pphcat: le 10 

lu busioes) ue oct betna adh.:rcd to. The pTCSCDt wes by :"o'Tl of rts propcltle.s do oot ,,o[)re any 

such uws . rc~ocu, ordns or requum~c.nu To :-."TT' t, Sellers ' &tid Prllllc:p..Js' ~coal 

knowledac. bavina Ollde due tnquiry , no consent or 1pproval by any government:~. or qtasl 

govenml.e"ll&l authority , otbcr ..'wllbe approval o! the FC'denl ComnuiJlJQMIU COiniiU5ston. Lbe 

uuliry teg\:latory commissiom in the S.ate.s of Min.oesot.a , Wr~constn. low~ . J:!inou, Nl"bnsu, 

Ktnsa.s . Missoun. South Dakoa., North D&ltota. Wyor:tUDg, CW!oroa. Anz.ooa, N~ York. New 

Jersey, Musaclnuetts, Florida a.nc1 Tens (toael.tler, the "Coomuuoru" ) a.nd corupliancc w1th 

appllc&.b1c kde!a.! a:od state securttlc.$ and COfl'Ol'ilU:>n laws 11 noqurnd Jn connc:t:uoo .. rth tht 

e.xecution. lklivcry and pc:rfo~TtW~Ct of this Agreement CiT the ;onsummacion of the t.raruic:ooru 

COnt.!aJpl.a;ed h.c:teby. 

3 12 Param Inac:rrwb M!Jcdlancom Jmc;llcqut! Ptoper:I)' Schcc:ulc: J 12 wr rch 

is .mnexed ~rdo and made a p~ beTt!o(. aets fonh ~ com:ctl!lo! co!llplete list of all copynphu, 

pueots, t"ldanula, tt'lde n.atTlU, proc.cssn. imcmions wd formula ~pphc:d for. usued to or 

owned by N11 or uDdet wbicb NTI is licensed or tn..llctused, illJ of which tte v.; .J , II\ good 

su.nd.l.aa 1Dd uocontested. Except u set forth oo S:hcdUJc 3 12. NT1 poucsxs tJ1e riVlU lic.cnscs 

or atlleT aul'.bority to we all copyngbts. patcm.s. i.nvcDLioru. !ormul, , proc:c1SCS (secrrl or 

oL •c~i.sc , tndcmark:s and trade !Wiles nccc.uuy ~cooaucl tt.s ou.smesscs u prc.sem1y conctw: te\1 
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or pr~~m.ly propc1ed to be condudcd. Nclthcr l'nl . wy Seller, nor Any Pr'ioctp&l tus recc1ved 

any notice or otba information witb rqpea to &ny allcJed mfrlna~ot or unbwful usc: of lllJ 

softw~.n~license, copyriJht. ~ tndemuk. tnde ~c:. pi'O(e.u 111vention or formula or owr 

im:ang-ible property right oWJJCd by b or by otben. So director or officer of NTI. ne1•hcr Seller 

and oo Seller Atftl.i:at~ • .oor any PI"Ulc..pal hu any ior~st in any such copyrishr. pac.ent, 

tndemarlc. tndo rwnc, proc:a1, invention or forruu.la NTI lw not in.Iltcd a.ny oucstandln& 

licnser en Mhcr riJba a.od bu no obliptions I)) Jnlll!Jt.ensc1 or o~r ngbts v.otth ~~ to any 

copyri&hl. rmm. iDveuion, foraai,La, p~s. tndtmuk or tndc twLC luted 10 Sc !lcdul~ J 12. 

except U I >«ifia.lly SUted fn Scbedulc J .12. 

3 . IJ lnwtaDG£. ~bcdiJ!C 3.13, wblclJ 1.1 llUl~cd beteto and made 1 rart hereof. IS a 

corr~ct a.nc1 complete llJc or all WUI~ held by 1\'11 IDclucllng tbt: poi.Jcy number . zwnc of 

curler. covera&e. tctm, o.pintloo dlte IJld p:rcmium. NTI h.as lu builainss. plantS and 

properties. itlcludlni. but not limited to teleeommmtic:atiollJ ~lpment UlLI inventories, insuml 

for Its • -:tal cull value, but DOC cxcnding me amount 11 would cost to repair or lc:')' lace such 

propcruc:s, •pinst lou or d.amaJe by tire and ill other tward.s and ri$b of tbe chuacrer us ~ally 

insured a& . i.tl.lt by pe:rsoDJ 'V"'DDJ rimi.lu ~Ill <he lcx:alitles where such properties uc 

located Wll l,.r n.lid and eM~rceable poUcles Lsuco by insurcn o( r«oJlli!td ~ruib:luy Such 

insi.II'UICe «lVctlJ'C will be comtnucc! in fl.llJ forte &DC t:tfcct &!ttr tbe C10flll& &nd throur.h Ule cUte 

s.hown on l-·bccNle 3.13 throu&b 'lllblch prmunms have bc.;n pa.ld. NTl h.u no: ~n ,,.!'used any 

insun.oc:c I 1 an I.DSilnDCe c:arrWr co wlucll it us applitd !M lruurance durina the pa.Yf t ' ·~ ye..rs 

'1 : .: !Nl,cbtedrm$. Scbcdule 3 14. whic.h is annexed bercco and made a Par ·,er:~f. 1 ~ 

• ....;rrect 11 d compLete l.ut of a.l.l t.nStn.~Jn~a~LS . a~u or un.ogemenu pursuaru to • luth NTI 

bs bono" w any mon.ey, ~ or LnCiu~ wy tn.e!.ebtedneu )r e.nabluhed :• •Y line of 

credit whh h representS any liability, contiDre:u or othe!"""ISe. o( NTI .on tb: Clte ber ·or True 

:and c.ompl~~ copies of a.1l sucll wrii1r:n instluux:nts. agrcemcon or unngemeou tave ~eo 

delivered tO N11 prior r.o t1x d.ur of tlw Agr=r:n!. 

3 IS Cornet Records. The Olll1lCi.al records, lcdtm. "count book! nunute boo~s . 

stock certificate books, stock rc&Uten. and othc:r corporate records of NT! are CUJT'CDI , correc t 

and complete in aU mib:TUJ respects l.Dd all slgnarures tberein =: the t:\le SIJJUNres of the 

peno ns w:.., are purporte1 to have sicned. 

• 
3 J • Cgntncu . 11lc follo<~~~Uli wnac:n ~otne1.' plliU, a~ts, arrang .. 11ena and 

le:a.ses. (tr.< : comp!ett copies or 1.1.-bJ.cll l\ave been f.DU1.Shed to N11 u of~ dar,. hereo 1, and ora l 

tOll!.l'll:U • l.uu, agreemena. ~ements and le.u~ to which :-<n lJ a plftY uc "Set II M . listed 

and. for tllt. on! contraCtS, qrecmena t.nclllTI.Q~ accun1ely descn~. on Scbcdu.le J ib 

w blcb a.nn:.\ed bereto and made a pan bcreo!: (i) e£Cb contraCt for the fururc: purchAse of 

maten~b. ~ervices, ~11pp1Jes or equipment wbJ.ch (a) hal 1 term 1.11 ~cess o( one , . ar or (b) 

obli&lte5 NT1 to pty, in one imtal.lmcnl or io tbt: &&gRgale OYer Its 1c:rm or one ycu, wh1c~vrr 

is rho~r. a.n amount in C:XCCJJ of SjQ,OOO, {II) e:aeh costtnct with a ('\lstOrocr matle In the 

ard nary ~:~Mse of busLOas whlc.b (I) tw a tum ill accss or one ) CU or (b) a:e r.cnt.c ~ r~venuc ) 
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for N1l over its teon or in lilY one 12 montll penod wh1chc.ver is shoCUT, l.o Cxc.e$S of SSO 000, 

(w) t2Ch ccauaa not madt in tJx ordinary me Ultal~:ourn of bw1.111:ss. (1v) e~c.b employment, 

scvennce Old consulti.na collll"'Cl: (v) ucll contrlet with any labor uruon or other labor 

oramiutio"O; (Vi) each~ ml aiXOIJimOC1lcion; (vii) each license and fnn.chise relatine {.) 

c:be business or N'Tl; {vlli) eWI Je;ue of raJ a.nd personal property wluch (a) .bas a 1m11 in excess 

of one yeas nr (b) obUpz:s NTI to pay, in oue l.~UUUmenl or in Ule 1nrep:e over its tt'1'Ttl oro~ 

year, wbic :•;vcr b sbcme:r. 111 m:IOWil in exo:ss of tsO,OOO: (~) ach common &;amer .I!!Teement 

punuw I'J whicb Nn ~ telecomawniC4tiocs services: And (x) each contnct and 

ag:ra:mem with lfmiatc:s or NTI, iDdudul& Cllbct Seller and any Seller Aftilm e I"Materil1 

CotllnCU·) F.xccpr &.1 ~~ rortb OQ ~lc '3 16 h~. NTllw performed Ill obllp tioru 

reqWred !l be per!om~ed by It to 4atc &lid h.u .not brcacbi::d and is not in dd a.ult under a.oy 

I&JU'ru:nf llsud In Sch.tldw.l. l6 or ID which it is a party or by '<!lbieh ll IS boUDd. and all of the 

Jmlt are CSifcrttable in a.ccon1m:.e witb dleii tenns. :"\'TIIus a proper. legal, val1d and bllldmg 

1cUCT of UJrborizadoo from atleut nlntty-eiJht pe:rtent (98 " ) of IU prcrubscribed long durance 

service CUStomers or sutncn"ben. NTI. Sellen, Uld Pnnwtpals know uf no f;u:u or ~;llcumstux:eJ 

wtuch com~. or wnb cbepusqe of arne could corutiNtt , a default by NTI. lhr: Sellas or any 

othr- put) UD4cr "'0' Matcrlal Coatt'IC1S, nor uc ~. Sellen, and P1 mcipah .2W&re of any 

rutrlc:ticnu imposed by Juc.b coQU'IaJ which w01.11c1 Ill &ny rnakd ll w.ay l'lef,luvely 11Tlpact or 

imp&1r the t oarumm.ationa of die tncsacuocs cootcmplllc4 by this Agreement. 

3 .17 Employe; Bs;a:fil Plam• ERISA 

3 I 7 I Scbedule 3 17 1 lisu all coorncu, agr-eements, I.!TUI.gcmenu Vld undcnu.n::hngs, 

wbctha wrinc:n or oral, ..-ith TCSJ)e'Ct 10 t.he payment or delivery to any person of 

compensation. boausel , pefqUlsi~s. benefit! and othrr uems of Ytluc t y NTI. 

3 17.2 ~e 3 .17.11ins cac.t1 CZX~?Io)'CC: o! N11 ~ uknutics the salary comm;nsoru. 

bonuses, perqliliitcs &Dd bcnefiu to which each such employee t.S enullcd Such 

Sc:.bedule al&o sen forth the tllm£.! of a.ll ~ton and oro~ ot JII'TI auo • 

description of an1 tgrt"Cmelll with rC~pect to tJ1e clecooo or tc..'\Ur of UlY c ' them 

AJ 1\U:h. 

3 17 .J ~0 employee or din:aor or Nn wjU be etUicJtd 10 ~Ver.\llC~ pay by Vt.mJe or the 

cnnsactions contempla!cd by thls A&r~a Schedule 3 17 3 stu forth eacb 

employee or dlrectOJ' of N'T1 who hu a.ny· right to seven.ncc p1y for IllY rel.lon. 

C1Wig the employee DIDlc. sevcn.nc:c a.mouat or method of ca-'cul.ul'l:'l , ano !he 

bam for su.c:h rt&ht. 

3 17 4 Scbcdule 3 .17 4 1 coJD.W a trUe and comple~Z h.st or uc:b pcru.aon. p110fit sbutna. 

otha ddctTCCI oompens:a!ion. boow. 1Dceotive CottiJ'Cil"UOn, stoclc pun:.hl....c , ltOCit 

op11on, renrcmcot, IU'pplcmrntal retirtmcnt, sevcr.nce or IZrmm.ulOn pay. 

mutical , bofpialln.tion, cducanoa.&l •nliWXC, leg~! assi$UDCc, life insur a oct . 

dc:naJ. disability , uluy c.ootinuadon V3CA!Jon. supplem::nt.al unemployment 
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benefits plm, prosnm, unngcmmr or comnc-~ Uld ~b otb.er employee benefit 

pla.n, proJram, ~or CODinCt, m:a lowned. coouibuted to. o· rc:quucd 

to be eomriburcd to. or promised b)· NTI or any R&lated Pu1y ll¥retnalt:r dc!lned) 

for the~ of &n)' auraJt Ot forme: employee, director Of IJm! of r TI Of ~)' 

R.da1cd Party, whether or aotany or the fore1oin1 is funded , wbctber fomal or 

intonm.l, wbl:tber or oat subject to t.ll.c Employee Reon:mem Income S.: .:lJricy .'\ct 

of 1974, u ""V""dcd (•ERlSA ") {wUcctivcly, !he ·aenct~r funs") , 1'\TI ~ 1U 

Related Putics do oat ~ve any apress or implied wmm,rmcnr or :onrnct 10 

r:rca1C any lddincma! Benc:ftt Plm or rnodify any enuing B:nefir Pl&n. other !.han 

u may be nlq\lin:d t0 cat~ply wW1 I:RISA or~ Itena.i Rcvet!UC Cede or 1986, 

u amended (the ·~·). NTl 11&. delivered to Buyer, ""ttb m;-ecr t.o ead'l 

app~lc Bezldil P1a.n (l) ~aDd coin;)~ copio of llJ ooc:umcrus cmbodylfll 

or I"Clatinnto each 8cDctU Plan i.Dcludirrs. witbout llmitnion, ~ pl&n Uld trusr or 

othc: lun4ma ~ re~ting thtrero, twuranu coatn.cts. ·5UD'\11W'Y piiUI 

clcaalptiom, cnploytt bandboob or persc.1Dtl manllah ' and all ltllen!' nenu and 

suppleme:ns tbe:ruo; CZ) tb.c m<'J1 ~~~ &JUUW report (Series SS• I) .and llJ 

sc:hcdtlle1 tbcreto), if &ny, r t : :urc4 by ERlSA, and (3) lbe l1l ~t t'CCCDt 

dttem1il:lationlc=r r=c:1vcd tn m ~ l1'1J ·m.tl Rcverrue Servu:e ("LR! I, If any , 

~ any request for 1 dcterml~tlon 1~ ~·lth respect to which ' retpO• St! tw not 

been r.eu:ivcd. "Rd.ated Pal't'l " mans any member ot 1 c:oourollctl group of 

c:otporations, .. group or tnde.J or l¥l:ines-se! under common conaol or 111 ~t'fili4ud 

Jervice JTOIIP, w-ithin the !JlQillD& rl Steuon 4l4ChJ. (e), (m) or (o) of the COde: , 

of NTI. 

3. I" S Th& B~t Plans lbat are t~d by :-.11 or Ul)' Rela.red Plrty rc meet the 

m:jUil-mlCilD of Section 401(~) of the Code are so qu.alilicd AU such Benefit PLu n 

bJvc bcct~ administt:rcd in c.~l.WXc ,..,,lh I.M coruureot w1th all 11pphabk 

teqwrcmc:!ltS of the Code aod ElUSA, lncludUlg. ,.,ithout liauu.tion. al l rr::porung 

l1ld disc:lonJJe reqwremencs. No Benefit Plan u tubjecr to Title TV of ERISA 

3. 17 6 With r~t to 'Ill Benefit PlllU, NTI h 10 compliance w11h tbc req\u n::roent) 

prucribed by any ~ all surutcS, orden or aovenunentll rwes or rel,'lJlatJoOJ 

curremly in eft~ .. i.DCJu4(Qa , but oot limiLCd to. ERlSA and lht' Code NTl ~d 

any Related Party have performer.l •he obh&arions requue.d to be per.ormed try 

dlCCl UDder, and ue not lD ~e(auh under or lo •ioi~Uon of, &ny lnd lll of the 

Benefit Pla.nJ . wei eadllkncftt Pl:l.ll l~u be= opcnted 1.1:1 aU nuterul rcpccu u: 

acco~ wilh the nqUitm~enu or a ll ~pplleable lawa l.lld teJU]Jdont Neither 

any Benaflt Plan or fic1uc:W)' 1101 NTl or UlY Rcla.ted p.u ry nor aoy Parry ln 

lnlt:re.St. tw taiUttl &ny aaion, or lui~ 10 t.tke UIY a.c:tioo U.llt could aubJec:t it or 

IUIY otber penon to any m.areri.al habilicy tor any exc.JK taA under Chlpre r 4 3 or 

lbc C~. an;y penalty UIIdc Titk I of ElUSA, or tor orucb of fiduci.vy dvry "ie 

rnp~ tO or .in wDDeCtion wit!! a Benefit Pl&n wParty tn Imere:.. w mc:aru an~ 

P'-"Y In U)U:rt:Jt with rdpcc! 10 any Beocllt Pltll (iw!UUD Ill~ mc11lill f! or S&:.uon 
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<'3 ,tl d 

3(14) o! ERISA) ~ 1tJY d:aqualified penon wjt.'. ~sp~ to m y '&~fir Plm 

(wi'hin tbc IV1°illi of Sealon 4975(e)(:!) o! the Code) 

3. 1 • 7 At DO dm.: bu Nn ot 1n7 R.c~ted ~ been requln!d to cont.rtb·. ~ to &nY 

•nn.tJtitrnployc:r plu· (WlthiA !he mamag of Seecoa 3(:\7) of EJU5A and NTI 

and !u ~~ Panie.s lgve ao liab.iliey (co!IIi'nlenl or or.herwuc) rdarsng to the 

witbd."aWJJ or partial witbdnwal from a tDUlecq,loyc:: pl~n . N11 and Its R.elat.ee 

PvUc3 do DDt putictpm m any ·mwople employe:: platu. • within the I'T!emin~ or 

ERISA. 

3.17.8 No Beneftl Plan prtl'i~ or ts required to provide &rovp health, f!lediQI, c..cat!l or 

survivor bcurfits ID All)' former or I"Ctltt:: employee of NTl or bcnetici&r 1 thereof, 

ucept to tbe e.xtem (i) requirec:l under IllY s~IC msu.n.o.ce l.t'IN prov1di"! ror a 

cooveniot. opd.oD \IDJcr a frOUP !nsun.nee polky or (1i) u.rulc:r Secu;;.n 601 or 

ERISA. 

:~ . I ' 9 No Belltfit Plan or tiducluy b.ar oor docs N11 or illlY Rei~ Put" 'lave any 

li.abiliry to JllY partkipam, benencwy or other penon under any p· vuioo or 

ERISA or my otbcr appliea.bJ• llw by re&.son of any payment of, or ta.llr re tO pt y. 

beoetlts or otbtr &moums with ~t c.o or in connection w ith any Br:~efit Plm . 

3.17 iO ~ch Benefit Pl1n cuy ~ !mninated by ;\ll or If! KcLitt4 Pln:ics wilbin ;a pc 1od 

of liUrry (30) dAys followiJla !he Closina Date wnhout accelerauon or Jodtuon.al 

verona Of aD)' bene1i1.t (e:ucpt lS Otbc:rwl.sC: rc:quiz"ed by law) and WJ!hOll( pay-nent 

of a:zy amoumu "pem!zy, boous.. prmuum, scvt1"lQC.t pay or otbct .:ompensatJon 

or amolltl.!. 

3 1 'i 11 With ~ to each penoo who 11, has bern or would, after lcrvmg J D)' IAI.tlung 

penod, be eligible for any Bcuefit Pl&ZJ ""tucb is 1 STOUp .be.alth pl.ao or tnsur1nce 

r::crvcn&e aponsorcd by llrl1. N11 bu p~OU.SI)' prov1detl to Buyn all 11 /ormauon 

IrCc:s~ tO comply with the n:qu~ o( r.hc Healr.h lnsunnu Por 1bd1ry a.nd 

Acc.oUQQbility Act of 1996 eonc~rnmg c:ert tfiC3tes of c w cragC'3 

.3 l { I1Ue to frgpmy 

J 18 I Schedule 3 18 1, Which IS annexed hereto 111d lll.ldc ~ pan hcreol conu1ns 

a.ccu.ntc ducriptions by c:ar.eaorie.s of !'o'Tl's owlll:'d ruJ property (tn.eludm~ an 
pl&nu I..Dd JtNCa.~res loa.ted thereon) (lk •RetJ Ptcpt'rty ") u of ltJ( .!Jtc or thu 

Apeemem. Eltcqlt as set forth in ScbedUie 3 18 I. NT1 tw good &nd mu-ketaolc 

ti~ lo fe. a1mple to Ill Real Propt-ny , Crk and d eu of all h~tN and cOC\Imlln.ncll• 

aDd tue ttl~. NTl owru or lea.tel aJJ 1!¥ fu,rnilure , equipmc.w ~d l~ehold 

tmprovc:mena locattd In the s:ruerun:s referred io III Schedule ) I 8 I 

I I 



3 1a .2 Schedule 3 18.2 set3 forth .U (~e!, s::ble:uu 1.11d Jther ~greemenu \!!'!de:= wtuc!J 

:-rr1 IUe1 or cxcupt~. or b,u the ngh! •v we or OC.."'Up)' . now or m U'lc furure. 1ny 

n:aJ p10pnty (tbe · l..u2d Real Pro~-.:'") J';TI ha.s llCTetofore cielivc:-=-d to Buyer 

true, ccm:=;t aDd c..~mplcu: coptes of ~I !uses ~iocludiui 1U mo :h!'kluons. 

ameod.menu md JUpplemeau th~to for the L.ca.tcd Real Propc:ny (the: " Rell 

PropertY ~·) Exh Real PropertY I...euc IS vahd, bmdmg and tn full !orcr: 

and effect. lll rdU Uld other sums a.nd clw&es payable !:-~ NTI &5 te:mm 

thcRun.c1er ~ cuncnt, no tcml.uuuon everu o• coDdiuon or lln,ured default of • 

IJUt.eriLI naNrt oo tb£ part of ,,'Tl or. to NTl 's best k:nowler!ge, we IJ.ndloi'IS . 

CXlSts Wldc:r 111)' RaJ Proptny le.ue :-o"TJ tw llood i.lld vJl!d Jt..\St"lold Ullerest 

in the L..eued Real Ptoperty !e:aJcd by it, free .uu1 cleJJ' or ll: mortgage}, pledges. 

Ums, eno!l'!!hnnces aDd lCCUrity ,.,~ except ou set forth c:: Schedule ~ l B 1 

3 LIU NTI hu eood lfld defl'll.l ible !Ide 10 all of iu other A.SSCU ud proper.:J c:s med tn 

the business of N11. and &li .·~IS Uld properoes renected lfl the Balli.,CC: Sheeu . 

or acquired after lbte 8~ Sheet Dare (other tlwl useu vr propc .·~y rold o= 

otherwise disposed of io w ordiJlar:,· couM(: of ru bustness subseqP nt to such 

cl.lt.e) (the ~Otba Asset~"), JUCh Other Asseu bein&. in e~h calc: , free a.n~ dear 

of Lll scc:unty im:ruu, mortg3 :cs , pted,es. lie:ru. conditional nll:3 , agr~';';lt::lU . 

leucs . eocurntmuxl!:) or charl es cf , .,;, a.at1.l.r; wlutsccver C::XC.."lll as e~;:re~slv 

swed 1.0 Schedule 1. 18 3 

J 13 .4 ~Real Ptopeny. t.eascO R.cal Pro~. &nd lbe Otbtt -'Jif'U consnrutr • J: of the 

uuu used in. aDd OI:CCU&r)' (or tht opcraUOil of. :-tTl's bwmeH ~d opcr.ltJUru 

The Real Property and Leased R~l Propeny. WIJ U.Se1. appurteoa.aces .aod 

unproveme:rus rubSWltially comply wrm lll Jpp!Jc.Ullt o~n .ttld regulanoru 

build ina. and zoruna l&'Wl Tbc build111j;s ' ~chmcl')' . aypu.nc:•~a-'1CCS arA 

improvQ.OCnD ~in &ood condltlOD and rcpa11, ord.Jrury weu .111d le3r c'(:ep•~d 

Uld ~ free of If!)' Lltcm suuc:runl or engll\t'CIJOI defecu lcDown to :-.1: or the 

Sell c:n Tbe Other \J.seu ~ in 1 ood COnc.!UCn And rtpllr . on:!t:l11)' 1.\oea.: ar..d te ~ r 

excepted, and are tree ot a.oy )&lm! stnJcDJra.l or engineering dde::u Lnown to "'TI 

or rbe Sellen-

3 19 Csln.t.mtl Exupt a.s set forth tn Schcaule 3 t 9. except for appUc~ble requirementS 

u.cde: the Communica.lioiU Act. star.e commwuca!Jons or uu.Jicy regul&lory laws , state secunues 

or blue :.ley laws, If appllable, no ccnsent, approvaJ or &uthonuuoo of, or rwng, resmnuon 

quJ.Lfia.tioo, dec.an.tion or daiimlJcn ~tb. any s ovrotmenal authority or ~~ c.:h.cr tlur<l pu:} 

il required oo the pan or Nil or the Sellers u a cooamon to tbc vahd CJtecuoon, dehvcry L"ld 

perlol"IIWlCe or tb.ls Agreemmr by t\J'I a.na by the Sellers or lS a condition to the due And valle' 

ccnnumnacoo of lll.c cnnstctions contempUtcd by tlus l\gJte:lne11l or by zny or the exh1b1u 

3 10 No Ochulu SubJeCt to ~ppll~ablc: rcqu11erncnrs under the COmmUOJ• Jlloru Act. 

sure commUJUCJ.tioru !.awt. &.od the sate se::untid or blue U"v IJW$ , lf ~ppbc.lblc , the excrutmn, 

12 
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deiJvery arA perf~ by NTI and t.be Sdlen of l.hu Agrecmcnr wlll not. to a.ny rrutenll 

l"t$pca (with I'C$pcd to c1l:uJcs (ii) thtouth (lv), mclwt'JC, ot tlw Secooo 3.20). (t) conflic: w1th 

(he A.nlcln of IDcorporanon. u UDICS!ided . or 8yU.w5 of 1\i'TI, (ii) contliCt WltA. rcsulr 1t1 1 

violaUO!l or bruch of, or ooastlunc (with or wllbout coder or lapu of una or botb) • dcf:~ult {or 

Jive rise TC Ul)' third·pu1Y ri&hi o(tennitwion, c.axelluion. moditlanoo or acceiUJUon) under, 

ury of the terms, rondirians or prvvisi.oo.s of any tr\1.$\ iglec:mclll. VOlin& a~nt . sb.areholdrn · 

agreemeot . '-olin& ll'USt, note, boDd, monpze, indtnrure, liamse, conuxr. comm•tme:u. 

arnngemt ,L. undmrzndlne. ~. wiff or o~ tNtrurnent or obligatsoo of .1~ kind 

&ffeame I" n or the Sdlm or tO which !'tTl or 1t1e Sellen uc a pv-ry or cy wlud1 ln}' o! the 

properties or usctS of NTI •re 01 may be bound . (iii) violate any requirement of I! " · Nl~ or 

r:JUlation appi!Cilblc tO NTT: Ov) vto~~ any on)cr . mjwlction. judJmttll or dcoee o· llny "Oun 

or other J l "C''"' "'n~.tl mtbonty or any c1ele.nninWoo of .&D ubitntor a.pplle~bk to r:n eirher 

ScUc:r or J -:'1 afNTl 'J propcnies or uscu; or (v) n::sult 111 !be cr-~tion or impoutlon c 1r.y lien 

c:.buge or r r<:lmlbnncc o! my n&nlte Wbatloc'Yc:r upon ury of l"<'11' s &neu, wluch lie:: .:h4tjc or 

eocumbn~ h2.s cor been removed ;rrior to Clotlns . 

3.: I Ouai!Qcatiqn!Subljdjade:a m' Otbc;t 1mgem, :-lcttbcr the nature of l"<'TI • b\lsincss 

oor t.be lo: ttioo of its properties req\Ure thAt it ~"' duly unified, lacensed or qualified to do 

bwmas i.o UIY stile or juriJ4ictioa other thaD ttJt SQte.5 of MtnnesoQ, Wisconsin, IO" ' ' · UliJ:lou. 

!'lebrasb. t wu, Mi.Dwrl, Swlb D~. !"'llrth DU:ot.a. Wyomin&. Collifomia. Arllona. New 

Yorx, Nc- · Jency, Mu.sacbnwu. Flori~ and TailS ltJ&c:tller. the: ·suce-s·) l'iTI Is duly 

qw.hfied , c~ or 1Jet'ti$Cd I.e each such sttte wbe~ qual!ticanon. cemf\c..~uoo or I ;cnno~ 1S 

~uary :-r required to conduct its business and offer commwucauons serv1ccs, c:.xc.cpr where 

U!c fulure 10 10 qwl.ify . certify or licerue would 001 b.Jvc il. au tail! a.dvene etfecr on !'o'TI or the 

opcntion cf 1ts busmess 

?v, · lw ao nwstdlary tllrponUolU or lilY otbcr I.Dtcrnt tn &ey corvor~con, p ;"tlleuh;p. 

usociation or joim vemure, o!he:r dw! 1.1 d.e.scn bcd on Scnedule 3 21, ~ ctachcd heretc• lild tnAdc 

a p~o."l hc:recf 

J .n Brckcn. E.ltupt for Hcnuae Captt.al Corp . . there u oo broker or finder or other 

penon who would have any valld cl&i.m apinn ttx Sellco or :-rrt for a cor:nmasson or brolcerafe 

1n co!ln« ,.,, wtt.b this Agrccmc:nt or tAc tnnsactioru cootcmpl~ hereby .uld :-ITI ba! not 

rewned or ~lo~d U1'J suc.h brolctr, l'inder or pcrscJ as such. oor takco my &euoo wf,ld. u•ould 

&ive li D) ~~ noo any 'lalid dtim against any puty heretc Co r flJth a cornmlSsloo or l•rokengc 

NT! sha.JJ pay u ClosinJ the fees, collllllisJions. experues 1nd any other cmrges of HerJta l:e 

Capital CO!J> (d:le ·Hen~ Fca•) &Dd lht IIDNDt of tbc Ha1aae Fee$ 1blll be deducted h om 

tbe ~b Am.oW:It at OosiJ:Ii ~nd the numbt:r o[ shares of Stoelt to be dehvr:reG by Buyer to tbt 

Sclleo shaU be adjusted pursu&.Q1 to t.be purclw~ pncc edjusantru mec.h&ni.snu sel forth tn Ar1cle 

l 

3 ;: CgmotJUC< and Scllq A~on. Thu 1\gn:cmr:tlllod C2cl1 otb'r &peeruent required 

to be exe.:med &nd dellvered by N'TI and the Sd!cu has bern duly authoriZed ex~utcd -llld 

l j 
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~llve:-ed bv NTI Jlld U:t Sellen &!XI eonsOtUtes ~ legal, v1hd UJd tllndtng ~!.-re;mcnt of STl 1nn 

the Sellers. enforceable apmst lbc:m Ul itC:ordmce with iu tenru, u~pt u such cnforcubillcy 

may be lliruled by banlauptcy, insolveney, rcorganitadon. morJtonwn and other suni.Ju laws

re~ting to :rr lffca:ing cted.itors gc.DCTilly, by Jcntral cquiry principles (regardless of wbcther 

s\Jc.b eo.foruabi.licy is consjde:red In a proc.,..,.,lna in equity or at law) or by &D tmplJcd covaum 

of good ~Ill I.Qd fw dealing. NTI lw ll.kt:n l1J ~Qoru required by Ia w and by Its Artie: I~ of 

lncorpomion and BylaM to l.lllhorize the ~ec:uuon ll'..d deLivery of :.b.is A~. together ·~tth 

tts Schedules Uld Exhibits. ~ ~ eonsumm.acon of the tr'Ul!ilcth ns coatemplat·cd hy t"au 

~ent or by any of t:be EJthibits. 

3.2A t lah!liti=. Ex.ccpt IS set forth 10 Scl!eaulc 3.14, u of Marcb 31, 1097, :'-o"Tl had 

no rnate.rul ltabWties, ~solute or ttUW.n~:cnt. which 'll"t not thown on the Ba.IUICC Shc-tt All 

l~atc i.lities. 11solur.c or collriD&en~. of NTl iQcwm1 subsequctl1 to M.ut.h 31 , 1997, will have been 

inCWTed o uy Ill thA= ordinary coune of business. The acc:ounu, notes. 1.0d other re ~,vablc:l, 

wllethe:- c-.ureat em concau:ut. of NTI shown en the most recent B&l~c Sheet before the 

Closing, and 1 Jtleh receivables of NTI IS of the Closin&, w~ l.lld sball be. to the best 

kDowiC1ige of NTI, the SeUen wd Pnncip&ls , good &nd collectible, subJect only to an allow.Jnce 

for doubttuJ accou.nts , los~c:s or reserves fcx rtrums wlucb may be provlaed for m such Balance 

Sheet or. il: the~ o( receivables subKqu"ttdy created, on the book.$ of N11 a.s of the Closmg 

'J'ht total unoum of debt owed by NTl co bUlb or otb.e~ r.hi:ro parry lenderJ d~ not, and wi ll nor 

as of tbe C!oung, exc~-d 1660,000. The avcngt monthly tow fraud lossc.s is for I!Je su (6) 

months pre-...edi.ns the Closing Date dou not ellceed !WO {2) runes the 1ven.ge monthly total fraud 

IOS$es for we fiscal yea: ended Sep~bel 30, 1996 

3.2! Iy Rcrums Except u set fonh ill SChedule 3 2j. anncllcd hereto md rmde a pa.r. 

hereof, all fcdenl izrome taX returns , and othn- fedc:n.l wt rerunu c! every lUI .11ft , and all sute. 

county ~ I~J w rerurns IUld dec.lantloEU of c.stimated a.x or c~tl.lllltted tu dLpcsit forms 

requtred 10 :X liled by :0.41, bave been duly and timely fLitd, were r:ruc: . correct and C•'mplt'tt: 1n 

alJ rtatef'\al n:spectS &Od NTJ ba.! timely paul ~U t:UC:' Wluc.h 1\avc: bttome due And OWUll Or 

pursu&J'It to any USQsmem received by it a.od bJ.s plJd all lllStill~nu of esunuu:d :v. due 

Where such returns and reporu bJvt nor been •udited and approved or &ettled, there: ha.s 'lOt btto 

ury waive: or e:nension of an,y app.lkablc: sunue of 1imlt.1doos . •od NTI ba.s cot rece,ved UJy 

notice of deficiency or ad,JUSUne!lt. Tht ~ sbo'"''l'l .u provtstoru for wtcs on tbe Bah.nec 

Shect ue sufficient for tbe payment or all ~pe;ove fe~rll . so re coUDI'\' tod loul wtes 

AU LUes &Dd other ISSessra.ents and levie.s whJc:h NTI 1s reqtJtrcd by law. to wtthl\olcl or 

to correct b.lve bun duly withheld tod c.ollecred, &nd luve been pa1d over to •Ju: propt'r 

govenunco~ authoritie.s or ate held by NTI 1.n 'epua!e bUlle accounts for ruch psymc:nt. All 

ftltemi!!IO and tq~arts rcqWred to be f11CICl Wider any Cupter of~ Code by NTl bavr been true. 

eorrecr and ·complete In &ll rtt.~r.e:i~ Tttpecu And duly and timely 11led 

Ex~t u d.esz:ribed DJJ Scbcdute '3 .25 l ti1Ch.d ~10 .ux!ID.i.dc 1 part "Lreo l, to l.hr bell 

of th~ Sdk;~ ' a.od the ? n capalA' k:noWIQdJ: luvmll nude du• Ulq\111)', there u not M W ~cod111~ 

,__.~ ·'= r~ IKJ 



or ur.der contcmplaoo.n ID)' w41t of~ paymct~~., return or report made or flied bv NTI or .() ( MY 

(;l.limed f: 1 urc to ~y or repon my lo.od of 1.1.1 wWch IDA) be u~ssee by an~ U.tiJli~ ~uU:or iry 

ag~ N' . 

3.:· ~ .a..oQ Sebc:dule S.26, Whlcb l.s lllllC-'ed ~reto and made a pl\11 n=f. ~ a correct 

and eompl~ list seaing fonh the ~of ucb bmlc Ill wttlcb ~'TI bas 111 LCCO\l rll or n!c deposit 

box. tbe n.tmcS ot all pcr101U ~rizet.lto dnw ~C1JD or to lave aCCe$$ thereto, ..nO !be name 

or c:ach ~~on boldJ.Dia ;>oowu of m.orney troc NTl. 

3 27 Djglgrun; by ND. the Scllcc &!ld W Pnnqpals ~o repr=nuuon or ~·Jmof)' 

ma.de by r: n. the Sellt:rJ or rht Prl:z,clp&ll m thU Aareemenl ~ no statement made ln any 

certifit.ate 10 be d.elivered at !be Conn,, Exhibit or Sche®le ~he.d or to be rwuutlcd tn 

co~oor, with the tnASICtiom ~ et.n!emplattd conwns or will CDncun w y unuue SUlemenr 

or a ma.tt:' Ll raa or omns or will omit ro rute any matcn&l racr n~ClU!) to ltlU~ s\U:h 
rqrracnu. l ,n or warramy ar Ill)' 1UCh ~Wm".::nt not tmSJc:ading to a prosp«Uve purchue: o f the 

NTI Stocl: · ho l.s seei:ina tull infomwioo with ~ct to Nn No disclosure of 10/onntion wah 

r l'tt: t', •.ny wun.tlt)' 01 represenu.~on conwned '" thu Aifeemc:nt , or olh· ~ r.'lllrters 

contempiL'..o:d by lh.u AJietmo:m. &b.a1l be dumed to have been aw1e or given unle1s h exl'res~ly 

appean JL this Apeeme.tn, or in any rl.ocum"'tlt submJtU:d purS'Iant to a spet:.flt requlfer:Jenr of 

uus Agru-nc:nt. 

3 .23 CpnOjct gf latcn;n. E.x~t as sec fottb t'l1 Schedule 3.28 anne~ed heretr .ond c ;,.de 

a pan hclrt~ror disclosed u •d\je !rom offieen• Ul the futlDCta l rntements . nc ttbc r !.be Se!ler1 

nor my P!.Iopal, director , otficer, or anployee of NTI or any Scllc.r Affiliate , bas (l loao.ed ro 

or guan.n1ced tbc 1om ot 1 third party to NTI or borrowed ~.ey money from 1-i"l I or f ! l) u:y 

interest in I.DY property, real :>r personal whether o~~~ned or leased, tan&ablc 0 1 ~.nunglble. 

in<;Jud.ing '!•Jt co: limited to , softwve, I!TVemions. patenu, rn<U rwr::s or tn demuk< U5ed 10 

connectior wit!. or pcruiruna to tbe busl003 of !'lT1 or an} leol1a, surrller cusrc-:ner , ~ales 

representa: :vC3 ar distributor of NTI; provided. bowevCT, lhat the SeUen or suc:b Pr..o.cipal, 

d.ircctor. officer, or cnplo;·ee ar relative tba-eof sew! cor bt deerncd to hne su.:h m1tores1 solel y 

by virtul' ,..,f th.e owners hlp of Je.s1 tlwl five: percent (5 ~) of lilY stock o• indebtedn: ss of m y 

publicly-held company, rhc stoclt or LDdebtedoeu o! whlth u traded on ' recogruzcd uocl: 

exch•nae o~ on tbe Nud.aq National Markee Sym:m (•N&Scaq m.ts·} or the r-:ucaq Small C1p 

Market n;~q SCM ") 

3 -~ ·) Sc:curili!:) L,.w Rrnomna NTI IS not now Mid b..u ncv~ bcco sub to:r ! f) th~ 

reporting rcqulrerueou ad.mlmstered and enforced by the Securiue:s and Excbange CorTUtUssioo 
( "SEC), 

3.3'J Envjroomengl Meum 

3 30 t NTI w neva geoeated, sli'rc<l. ducharJ~. d!'po~ed or, spt ll~ dumped. 

pOI.It'C"d, emptied, Or r'Cic:aso:j 1-h ntd OU$ ~btcnals <~ defH~d kltJWI llld 

0."'""" Jkll • IS 



Aazudous Mattruh lexcludmg c.Jemtng m tem.l! used by NTI In the ordl:wy 

CQune of I1S businc:s.s) ue nor prucu~y lt , on. m. bes1de, above or under the "..ul 

Property or, w Sellen lnd Princip-1.1J · l'lelt lcnowle4ae on che Leased RW Propem

(tbc Pal Propeny and the I..eucd RaJ P~ bcmJ collecrtvdy refmed to u 

tbc: "NTJ Pfopeny") aDd DO COilfJng-eilt habtl1ry e).JJU in CUil.'lttUO.O With ~"!)' 

n:leue ot lilY Haz:udous M11.eru1J by NTI. To !.be best lcnowledgc: o( Nn, che 

Sellen .uJd die Pnnc!pals, undap-ouru! oora~ ~~ ue not lr<l have: never betn 

Jocatc4 OD Ule N1l Property . 

3.3 ~ .2 Nn's opendons ccoducted at the ~'Tl Propc:rty l t 111 ~ comr u~d 1n • U 

reJpeCU W'lth Eovironmr:ntll uws (AS del\n.cd below) r-:n hu 01 t.ained 111 

rovunmetltllii.Uboriz.uloru and petro~a uud~ EDv~rorunc:tal uwt oeccuur for 

iu operatioas. l'<'Tl lt i.D co~pll.\!l'.e Mtb etch tenn and ccmdi!JOn of such 

wthorludom and penniu. 

3 3 ) .3 To !be best~ ot N'TI, the Sellen and th~ ~~p~ls, the l\'11 Propeny an:l 

NTI ' ' opc:nticuu t.lletulo ue nor sub; ecr to ( i) ~y fede:':ll. state . or leal 

investiption, (ii) l.liY judicial or a. .!:m::unntivc ptoe«dLDj a!Jc:gtoJ the VJolauon 

of or tiabiliry uodt:r any Euvuorulll!aa.l y w, or (ill) illly outswxiLDg wnneo order 

or agreemen1 witll l.lly 1ov~a.. autbonry or pnvate party relattng to any 

EnvirODmetiW Law. 

3.?J 4 For !he purpose of !his A~eemcnt. L~ let'U'l ·~rdous matemls • sh .. :! 1ncludc: . 

hut no t be limited to IllY substaoa defined .u ' huudolll su JSrAnccs, • 

"bl:z.lldous .air poUuum, • "polhna.nu. • "cooWll11WltS . • "h.a.ta.rdou5 ro~tena ls , • 

•hanrdow wa~ • "to lUC ~eauc.lls • "petroleum or ~rrolcum orocucu, • 

• to :tits," "baucdOIU cllemJah," • cWl:'mC'Iy 1\UJITdOU! SUbH.anceS,- • ,)CS\IC Ldes" 

ur related materiW, intlU(WI& but not Limited to udon .and u bc:sto5, 1.S Wtw. in the 

pi.St. or bere.aftz:f dd'mcd In ln}' tpplicablt fedcrJJ. St.1le Or lou! aw, •CI'J itUOD , 

ordirwlcc, poltcy or dmcnve, l.llCiudLDa. bw nor lurutcd to , l.be Cocnp~heru1Ve 

EnvlfCnmerual ~nse. Compeu.utioo UJd Ll1bility Act of l "SO. 1$ a.m~ndcG by 

the Superlund AmcldmcntJ anc1 Reaurhonzauoo Act of 19!6 .. rbe Emergency 

Flannillg &.lid Commuruty R!r;ht-to-Know Acr: l.bc R.csoum: Conscrvauon &tid 

Recovery Att.; lbl: Huan1ow Mna iili TrJ:uport.auon ACl of 1974. :.he Federal 

Buyer P;>lluuoo Con1r0l Act; ~ Cle&n All Act. tbe Ftder~ l ln.sccocide Fungicide 

llll1 ROdenrlCldc A::t: tbe ~fe Otinld n& B\lyer Act: the Toxic Subn.an. es Control 

ACl, the Oil PoUurlon Act of 1990; JJl)' 1a w1 rtKU!.DnJ the \UL' of b1olor,tc&l i£et1U 

or substa.ncc:& m<:Jud.ln& medlca.l or in!ecoous wu~s , eac!J u uncn.:ied or 

rupplcmem.ed, llld any ~ow 1\Jrun: or pracntloc<ll . swe a.od lederll si.Jrutes. 

~iUJalions And ordlnancc:s promu.IJuccl pumu.m thereto wtuch mAY be •ppllcablc. 

u aoy rocb aas au~y be: m~.eodcd I· Envtronmell!)J Laws") 

I ~ 



3.30 .5 NTI ~itee1 and. ~oc.senu to ~ periol1ll.lllCt (f eovtrorur.enrJ I testmg on the :-.:n 
Property u Buyer my ru.sonably requelt, provided , bowC'Vcr. tha t tb~ 

pc:rto~ of sucll te.st.s wUJ DOt DeJIIC or at:fett 1-iTI ' s , the Sellen ' o r the 

PriDcipoll' s reprcsenrat.ioc.s or wi.J'TiUrt!es or l(feemcol to tndemruty con~ed 

herein. 

3.31 Labor Maam. No group of c:mployeeJ of ~n ~ prnctllly organued Lnto a 

collecdve barfiUiiDI Wlit. No labor umoo bat rec;.:ntly aaemptcd, or IS prncnLy ~nemptillg , to 

orpnize Ll;' ot N'IT'' employcc:s irllo • coUccove bupintng uru t Nc, employl':! of N1l are on 

snilcl: or u~ thna.tenina to Jtrlke. 

3 .l :L Amqjcan' Wlll! P tp bil!ng A&! ~. the Sellen, and lb: Pr:nctpa.ls have no 

ll:nW knnwl~Je of any viol.uioo.s oC the Uhitrd Sut~ Amencan! With Dtu btlaies Act ' s 

mandates Uld obligations. includ~ bur oot :UZUtccl to , those reJUlt tlng t.elecommunicat ions 

provi.den, f1cilit!c1 a.cc:=.sibiJlty .uxS employment pracaces 

! ~3 : SmJnetcJ Laps Campi liD£( 

3 : ! . 1 uth Seller is a.cqu•nng 1~ Stod for his own account ror UJVc:stmC'Dt nor as & 

onauftft: or aaeot. and no< <lllth 1 vtc-w to the resale Of cllitrtbuuoo of ll.c Stock or 

any pan thereof. md neither Seller tw 4 plan or intention o( sclllng, g· •nung &ny 

putidpabOn in.. or otherwut <!s.stributing the same. By c.xctUlUli UUs r.~aneot, 

~ch Seller tunher rcpracrus th11 there il no coDUJct. undc:rulung, ' 8' ~ement or 

a.tnD.(etnctn: ..ub any person for reu.Je w connecnon w tth a d tstribur.o, to tlly 

penon with respecl 1t1 any of t.bc Sto<:.i.: Ucll Seller adc:now l~gel !bat !he 

otferinJ of the Stoclt puN\l~ ro thh Apcemcot will not be te,tst(rec: Uflckr !be 

Securities Aet of 1933, u unett.d.ed (the ·stoU'Itles Ace· I o• UJy sut: secur• rtc:s 

or lllue slcy )aw, on the troUildJ thAt the of!erina and sale of tbc: Stock 

contemplated by this A~ent arc e~empr !rom tel: lstnnon rmuanr to 

excmptioru avwable under l UCb 114'.\, ilnd dut Buyer 's r.:ltJ.l)I.X upon such 

~emptions u ~upon Sellen · repr=unoc.s set fonll in thJJ A)ireement 

E&C.b Seller aclalowledps and IUllicr:und.s 'Nt Stock mwt be bdd for .tn i.nde!ini rc 

period of omr: unleu tbt Sr.oc~ is subsequently regulCred under the s~urllles Act 

Uld/or applicable Stale sccuriuC3 o r b lue tlcy laws or Ill c),c:mptioo from sucb 

reglnnuon " J vaihblc 

J.. j! .l Wl! Seller h.u .suc.b lc:Dowl.edae aod expenc:nce Ill fl.lll.llt tAI .cld bw lr..:u 11Uttcrs 

t.lllt he lJ capable of evaluaun1 (be .neriu and rilu of an )11' estD1cnt iu the Stock 

.lnd is able to bear the K onomlc nsJc of an tnveumenr 111 the Stoc ... UlCIIld lne . 

witlloutllmlllDI the amcnJiry of !.he fore,gowg, tbc rulr. of lostnt pan or All of bll 

mvestmc.at in ~Stock aDd the possible uublllrt to scU or tnnsfe- wttluo tlat 

amaum or time 
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3 .)3. 3 Tbr: tn.mfcr of all or &ny of the Stoclc nuy be :etused by Buyez's D'l/Ufer ~jent 

unless the Sroc.lc for whicb tnnsfcr u sougbt lS regiStered under !.he Secunnes Act 

l.Dd all othe:r applicable tcderu secunnes or blut sky laws or unlus the s~:.Jc:r 

~rue!! IJ'Imfcr prtJVlda NCb lafonnadotlaJ LS 4«~ oc:cuu.ry try Buyer 

lD lhow lba.l NCh res:lnnrion Is not requited , i.odudinj an opinion o( leg~ counsel 

acceptable to Buyer. 

3,34 f.J;cmcs. ~ lepJ ~ &llocatcd to NTl 1.0 ccnnecoon w.tb the tnmacoons 

CotntmpWcd by l.hiJ All LVrD' 1b&U be rcuoosble &nd lh.all o.ot uceed, 111 ~ ar.greg~te , 

SSO.OOO. unlcsJ Nl1 1b.a.IJ hiYe n:cc.lved written ll"Proval to e:xceee 5\lC.b fee lll'"'lllt from Buyer , 

whJc:ll approval ib&ll not ~ UDtasoa~bly witbhcld. All other C%pC!lSCl &!'oated to NTI or 

i..ocurred by it lSI towxx:tion with this Agrcctnalt, ucJudizli lepl experues , aball nor ex~ 

Sl S,OOO. Fifty perunt (.50~) of Lbe total amount of~ lepl upewel Uld all other ~rues 

~oared to or iDI:utm1 by N'TI, wtudl shlli not ext«d In the &U7tJ&te S65,000 f!.he

•Trans•dioo Fees •) $hall be dotducllld from the ~b Amoumat Oo1i.os and the number of &hares 

of Stock to be d.eUve.red by Buyer to the Seller dull be adJusted pursuant to lb.c purc-'\.Ut price 

.adjumnem mc:banl..rms set fonb ill Artklc I. 

3 3!1 PoolinJ . Tbm art no hcu, circwrut.LOC:el or coodjuow n.ot oisdoseu herein or 

in tbc tinan.ial mu uw Llti or rchcc1u.lu -vlucb would prevent the ~ons coruemplated b)' thJ.s 

A,g:rtJemett from quallfyinJ f<Jr treatmenl undu &11 relev&Dt accoutll.inr price iples . opmions 1nd 

rulinJs ~ a poolinr of mt~ combi.Daooo. 

Buyer repres:en.u and wunnu that: 

4 .1 !rpupoangn Buyer 1.1 a corponllon du.Jy orpnlll:d vahdl/ u asung mel m good 

mootng unc1t:r tbl:: Inn of fhc Swo of Ddawvc: and is quaJ.UU:d u 'foreign corpon rt"n tn each 

other JIU'isdicnon in wh.ich i1 is law1\l.lly tequired to Q\l.llil'y to conduct business. ell.t tpl "'here 

!he fiilure to so qu.alify wo1..~ not have a m.ateri~ adverse d!ett on Buyt"T 

4 1 No Qs;faull.$ . ~ for &.oy coru.cnu, WlJVtn or other documenr~ req~ 11ed ro be 

obtained bv tbe Buyer panumt U> !bt Loan llX1 Secuncy Agreemem dated M.1y ~:> . 1996 by &nd 

between tbc Buyer &.od l'l&rloru Bulk, N .A (South ' and lllY dOOJtn.."'lltS rel.&ted lbm:to Jod sub]~ 

to the appli :able requirements llDde:r ~ ConuruJwcacoo Act, swe commuruc-auoru l.1ws, th( 

Se~ritic3 . .l,~t. the Exclwlgc At &lid !he state KC\Iriues or blue sky laws, If applicable, ncltller 

!b" execunon and ddivery of lhlJ Ae;reement nor !be coasutnm1t1ot. of the a-ansacuons 

totnl!'UlPlif.ed bereb)' is III event wbicb of Itself or with !be givi.nc of DOll« or the pamge O(tlme . 

or both. CO'ILid C011Stinn... , In UIY m&taW resp«:l ("'ith respect 10 ci.&UJt1 (I) and (iii) ?! this 

Section 4.2), a vlol.&don of or coafiict with or result in wy bl'QCh of. or dd.wlt uadcr Ill~ terms, 

condtr1otlJ or provisioll! of, (i) UJy judJIDC01. law or reg\IJ.a!lon (u$\UJJIDg ~telpt ol .tx •pprovaB 

rtferc:noed in Secnon 3.10 bcrcoO or (U) Dl!yu's Attlcll:l of lncarpo!lhOJl or Bylaw~ . or (Ill) any 

ClHAX./1 ~)· • 111 



·~= ':l: lmtNme.nt to whkh Buyer ls I rmy t'T by which I[ n bound c• C011ld (t!SU!t t:l the 

c:rettloo 0 impo$iOon O[ 1.0}' lien, chuJe .Jt encumbr .... ice of any IU!UI"r whauoe•·~r on the 

prope..-ty cr. ~sc:u of Buyer. aDd no such evc:llt of itself or with tht atvmg of DOO'¢ or 1t e p1t••it' 

of time. t . both. will rc:sultw the a.ceelerauoo of the our C.te of lDY obliaauon of B·-:'t'T 

\1 .3 Cgmofltc Aqlgn pC ftuyer 'llu: Agreement 1.0d each othl!r a~reement requiud 

to be: C1CI. •.:.ted IUld dclj~ by Buyer at or pnor to CIO$lnJ: lw . or will h.avc t-een, duly 

authonz.cd. cxecu•ed md dclivc:rcd by !suyn and t ODSTJ!UTO a I~L. v1lld and biodiD& 1irttmtnt 

o! Buye:r, tll!cm:able IJ&Wtlt tn ~dance with il.- terms. except u such cn/or"Qublliry m.~y 

be limited by batiJauptey. imolve:ar;y. reorp:nllltioo. moncorium .tnd other \I!TlUar laws relaung 

to or &ffec:TUII cmiiion acuaaJly, by &c:nenl eqwcy pnnctple.s (regarc1.1e;s of ~bcthc:r sucll 

c:nfo~ilizy u COUJi4eTed ma procce~ina in equity or It ~w) or by an implied coveNru of good 

faith and hit dwm1. 

4.4 Obdp:rurc; by Buyer . No representatioc or wun.nry midc by Bu· ~r tn r1w 

Agreemc:o~ , I.Dd DO sta~ Imdc in UIY c:cruficate tO t-c: dehvc:~d 11 the O osina. ·:.wbll or 

Sched\11.~ f.:rnabed or to be tu.mished in conncc11on wut. the tiWJcuons bc:reln coot:mplaLeu . 

cr wns ' will c:omain any I.IJ1tniC mwneru of 1 mattrial fact or om1U or wtU omit • matci1l 

!lCI n.ecessuy ro malc2 the stii£meai:S co~ ~:.11 or hcnln cot rruslu.dlng 10 ~ p:ospcctivc: 

pun:lwer of tht SIDCk ~bo Is seekina "uU Ul!ormaticn with rupee! to 811y~r No d tSclo.sur: of 

infornw:ior With respect to any wun1uy or rep~enauon conUIIlc:d m tll\S "peement, or ot..'l~r 

mattcn r:on~lated by lhis Agncmc:ni. sball be d: cmcd 10 h&vc bern mAQe or gtven •JnJess it 

expr~nly l;peit'S in r.hU A~cm.t. or lo any d ocurntat subrrun td punuanr •o 1 spcctlic 

rc:GtJ~ o( tlili AJ7ccmem 

4 .5 ,sm. The: Scoc:k, when issuc1 and <!; livered b.=ml.nder, will be duly laC vaJ Id ly 

lsrued and wUI be fully pa.ld and noouvsubl.e, 

4. ~ Bpk;n , Exc:t:pt for Scmu Vc:nwn:s. UC ~re is oo bro)c.er or tiod: r or oeha 

person Who would have any vaHd c:laun agl.ll1SI Buyer for 1 col't.UI115sioo or brokc:o1ge In 

cotmeai.on with tbe AJreemr.t[ or the trannctioru c:ontemplaltd hereby and Buy~r h.ts not ret.amc:d 

or c:mployc:d any sucb broker, ~Uldcr or pcnoo as ruch. ocr ukc:o UIY &cuoo wb..icb v.ould r ive 

~y penoo lDY valid cl.a.im apirut my party ~cto for lw:b .t commission or brdxngc Buyc.r 

shall pay tlx feu , commissions, expcw~ tnd &ny ot.ber chlrics of Semu Veorures 

4 ? SEC Rs:poru. At or pnor to Clo!mg. Buyer sball deliver to SeUen tu Fom lO·K 

tor the fisca l year ended MIIdl 31, 1996 of Buyer . • u Form 10-Q's rued With tht SEC SlDCC ihc: 

eo1 of the Jut fiscal year of Buyer &ad all Form 8-K's tiled dl!rina the rwe.nry-fow (lot ) monttu 

p~ the: Oosloi Daa: (th.e • SEC .R.eporu·}. ~ inlonn.uion let forth in lht SEC Rcporu 

.Joes cot ccnrain 1tQ' Wl%l'Uc Jtt!cnWlf of malltri.l1 hct or ornil to IU~ all.)' m.are.r lal !acl n~tt.lUt)' 

to cnake r.h.t statunccu made r.h.trein not rnlslcadlllc 
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ARTil~ S. COVENANTS OF THE SELl.~ A.'\'D )'{TJ PE.'"Dl'IJG CLOSDIG 

Th ~. Prim:spab and NTJ jointly ~ ' " ·enl!y alvea&m and 1Jree th1t Jrc-m the da!r 

~~ 10 urllncluding lbt Oas1Dg: 

5. 1 Mainrm::.nu or Bwjnm NTI lhAll con.d.nw: to CllT}' on ru busJtJCS.S. c • .amwn iu 

R.c:aJ ~r:y, Leued Rnl Property and Otbr::r Asscu aoc l=p rts Doob of ac:;ouat , rr~ou15lnd 

files in Msta:mi.ally !lie ltml manner u ha'Wiforc, c.t.CCJ)t lhl.t NTJ siWI ~k .Buyer's consent 

prior tD IDt•uriDa aey ~ other W.O ia the ol'dlmry eoune or bwiDC.Sl o: a.<'iw e;~;~ndirure 

whlcll iDc1ivic1ually o.r i:n tbc lfii'CI&II: would excee-d 510,000. NTI will m.unWn In full force and 

effect insw'm:e polie;iu DOW' tc effect . 

.S.2 Nmtiye Coym•nu. Without: the prior wriura t on.s.enL of Buyer, NT1 shall not. 

&lid lbl S,.l en &DO Pn.ocipa!J ih&1J do Ul thin~>' uul ulcr all .tuSOil.lble 1.nd prope• ~cuoo to 

provide lh '' N11 shall not: 

.s .: . t bsu.e, sell , plllthaae art~ ur gnnt"fldons to purclwc Qf othuwr:r: 1~ec tO 

sell, purc.h.ue or redeem uzy :..auu of Its captW stoc;lc or ~~.ny other s" unue.s of 

N11 cxcept for tbc usuAn.Cc of comrnoa lt~l> pwnwtt tt. exert:ISe ot the LAng 
Option u provided !orin Section 8 7 he~!. 

5.2.2 Amend Its Articles of llxorpontJon or aJiopl or ~od rts Byl.1ws. 

$ .2 3 loeut or prepay any liability for bolTOwed money, short ttnn debt or long term 

debt (u those ten:ru an ddinl:d tn GAAP), ot.ber t1w1 tn !be: orduw) coune of 

bu.1il:les1 and oon.sitt~nr witb put pracu~s , 

5,2 • ..: Ply or ruanntee any oblip llon or h abrllty otber than obhga'Jons c: liabil iOCS 

rcfl~ in the BaJ.ance Sbfta . when dlle, .lfabihlie3 lncu:rml smcc lf'c B1bn<:c 

Shod Date In tbt otdilwy course of busine.ss and obliganons under cor ::.-..cts and 

agrecmenn rcfern:d to m 5(.bc:du)C$ anileXed bcrctO or C1lltml mto in tt, · ord1nary 

eovne of b~ainess And currem paymeuL of n lary. bonus a.rx! due fr' :l officen 

ac.cual previously aw1e to Sdlen in connecuon w1th fisca.l year end adJUstmcot.s 

J\lcll nl&ry . bomll md du.e trom otficct) accrual be10g se t fortll tn det;a ll on 

.SchoduJ~ S 2 4 htR:tO, 

S 2 5 Ad~ or modity any u-vcranc.o, c~nsU.IIlllll. bema. pem1oa. pror1t 5b.lrin& . benefit 

or otbet co~&tlou plan or amoae:rc:ent or U:w:re.uc tu ovenJI worl.. force or 

~ io1o any cor:ttnct of cmploymrnt, except ccnnpc:nution incrc.ue.s or dc...-rl!lbd 

or dwl,a In benefits ~ I~ 1n wort force made 1n the: ordwary t.OW '' of 

b~lneu ; 

~l?ol . 10 



5.2 6 Eulz:r U1tO or modl!y any ccntncr or cornnlltnltnt. incur a.ny h~biliry. ibsolute o: 

colttin~ waive or (a&J to en!orct l.llY ri~r or eater Ulto ·l.ll)' ether tnDJAction. 

other dwl in the onl.inlry ccune of busineu. 

5. 2. 7 Take any ac:ooo that would or t.lllgbt rea.so&bly be expectetl ro re: tit in a.ny 

~on or wunmy g t fortb in this AJr~enf heine or ~on ng un~ 

in aey respect or m any of the conditions to the cocsum.tn1rion of tilt" rr.uuic!laDJ 

contempr~red by this Agreement scr forth in Artic.Je 8 hereof r.ot beill.i u.tisfitd: 

S .2 :j Eruct Into or modify any conrra~:u to purc:ha.sc len:: c1l~·.M~Ce scrv1c= froe1 

~e c.arril:n; or 

S.Z <I Hne IIWk or become obli&At.ed to nuk.c U!Y dh·•dcnd paymeor or other 

dlnn'budoo to tbe Sellen 

::i l Ac"£1} IQ Facifmo fjl£1 an¢ Bscpnh AL the reuo~ble request of Buye1. NT1 

M>IIJJ.. fn'1l' rimtto nme. g:Jve or cause to be pvm to Buyer, 1u officers, employees, ac::owwant; . 

~an. autllortz.ed ~seuw:iva 1W.J ICCftJSro (i) <ll or the ptoperry, ac::ounu . O,Oolu and 

other ~w records, JIWli1Ie bOob, deeds , otJc pape-rs, 11\SUJ"UU policies, cerolic.ue! hcenm. 

a~menl! , co11D"'CU, u.rifh. C:OIIIIDllmenu. lU returns. records Uld f:le3 of C"Ycry chu~cltt 

employees -;qui_pmem, l!"~hincry , fUwres. f\.rrurure. vc:b&elcs. notes Uld au:oUtlt$ puyablc and 

retewablc a n.d invcntone' of NTI: (il) lll.such other J.O!orauuoo concemUlg the atla•rs or NT! 

a.s Buyer n !Y ~ly request; (ill) cco.sulr 1111th tb~ LDdependetn audJIOrs or &nd C'?un~el to ~'TI 

with rt:.spo.. t 10 I.JlmJttcn, lDCiudln&. bur 001 luruted lo, the fmanc1al coodmoa o( 1\"TI and the 

l\U1.lt of N rr ·~ f:in•ncr41 ~ and any k!.fal 1Jld regulatory rnarters aff,..c!iog Nl l 1 and (i v} 

al B~ty~·· llwtl cost a.cL1 c:xpens.c, rbe RLaJ PropertY or NTI 111 order ro perform a Ph.a.sc I 

mviromnc· .a1 audit (th£ ·Envnonmmt2.! Audu·) 

S ~ Orpnjntjon Good Will. NTl s.lal1 prt:Serve tU bu.smc:ss orguuz;looo illot~'1 . re'~lll 

~ Krvices o( its prt:.SC~L otficcn a.nd use iu b(s r etroro ro retain subsrantally as atpre1c01 lu 

employees, &lid praerve the i oc.d will of iu Ju?Pllers. subscnbers cwtomers wd others havina 

bu~:tlels ~lations with It 

5 . .5 Third P:aay Con:cnts. NT!, Sellers tnd the Pnncipals will obtun or cauJe to be 

Obt1u:red ll't coo.scnr of ~y thud PlltY wbo.se coascm IS required by NTI or the Stllc: rs ID order 

WI lb<: lnllllcOOUS C:OOI-oompl:illcd by thU Agreement ~y be COll$lllllrNied WJthOUI \ 101111011 of 

.ny repre.ccnauon, W&rnllt)' or C:Ovm.t.III aude by l1lY of U1em 10 this Agreement:. provided. 

bo>NC:Vet. rb.u :-rT1 J.h&llllO( fpald &JJY r:noney or other.lllse IDCUt any obliorion in orckr 10 obtam 

any suah c >tac:nt wltbout the prior 11/nrten approval of JJuyer. 

S.6 SCQlrirics lAws. NTI. ScUc:r1 Uld !be: Prwclpll$ ~ill LAk.c: all ac.:Joo oe~e3JU)' to 

permit the 'IUIS~c:tions contemplated herem 10 be coD.S\IIlUilal:l:d m comph&nCe w~o. .. J all lpphca!Jic 

fedcn.l Uld N!C \CcuriUes iawtl . 



5. 7 Cgmmynjqriqm I I'~~~' · NTI. Srlle:l 1%14 !be PnD:ipah Will cili tl l ac:Jon 

r~ssa.ry tc permit the tnnsactloiU c.cctcropla~ bc:-e·n to be ro~tcrl in compUJ.D<:e wi!h 

all a,ppJicaLI.: lecknl, !We m$ local tdecommuniauollS laW$ aovemin2 01 applioble to NTl ~ 

its bus ints: 

5.8 NOO'i' gCpmsqdlgr !'ill will , upon betomins awue of l!ly order or dec~ or 

l.DY compla.W praying for m order or deere:: restnmmg or enJotnmg the consumm.woc o( the 

A~tnenl or tile U'ZnUctiO!IJ conremp~!td hereunder. or upon reccavmg any ;wc~e tram any 

govemm.e!Ual dcputrocm, twn. ·~ or commisrion a a Ia ln~enuoe to tDJOIU~ an anvcs~JUo.o 

i.otO, or UISUD.IIA: l N it or proardi.na tO teitn!n QT tQjoill tbc COIUWtltrution n ( Cjus AFTectncnt 

or such tnnslctlOns. or to m.illify o r ren4er i.Ddfecnve this A&rec~nt or sucll tnf\S.~cctions af 

consummau:d , promptly ootity Buyer ID wn1ill3 of sucb order decree , compl:t.iru or nouce 

S 9 Dc!lycry or lfil Shareholder L11t. Tbt 1m of shareholders an Schedule 3 2 hereof 

IS a true a'11 complete lin settina fcmh rhe idt>ntiry or ~II of the common shareholdcn of NTI. 

thc1r bold! , ., of all of the suxt of !'TTl. tbc : .:mfi~ au!nbf'r of elch stan cerufaCAI• usucd to 

eac' or t!:: · 1, Uld tm d.ltc of sud! WIWlCC Pnor •o the QosUII . NT! wtll deliVer • · updau:c 

list o( lu ~"1.JXDOD llweholckrs and their bolsiintP :atu:1 Buyer may rely compl~ly on Sl:• h Upd.\ted 

list o( dur~bolden . · 

.5 . 11 ConfideD] ~a I Informappp. NTI. ~h Seller. each Pnncipal and Ling ilu. tl m.untain 

&1.1 illfornution ea.i.oed trom Buyer iu conna:uon Wlth 1M rnnsactioo.s contemplat-:d by thlS 

Agrecmcnl ilild the terms af !Ills A,Jreement (the ·auycr Confidenllll l!lfonn&tlor ·) 1n Jtnct 

confid~. and shaD lake all pret:illltlOIU OCC'e5nry tu prevent diJclosure. ~cccn to , or 

rn.nszrus.st" n of~ Buyer Co~ InfOf'IIWloc. ar any part thcTeof, to ~Y third pany. CAcepl 

u ;equlreG oy law cr order of UJY cwn tavi.Dg com~e~ot JUrudJC1lon. The Buyer Canftdenual 

ln.formAtloc lhalJ be used only for tilL purposes of eval~Wll tb~ tnnJ.ICUoru coa~CTPpl;~fed ~reby 

and 1D tbe .-ICI! tl:.e Closin1 ~ DOt occur for any I'CI$00 , och Seller ana l\ TI stall , IIO.alcdi.au: ly 

upon Buye. • 1 rcque$t, rerum all eop~ and ~ordings of the Buyer Con!idcnu&J lnforaloiCon 111 

their pow !~ion or Wldet their control and delet;c: ill recotdJ tbereor in any daL1 sto!"11r:c sy)tem 

m.a.ill~ by or for rucb Seller or NTI . 

.5 1 1 No SoliciQtion NTI agrees that , pncr to the Clo)tng, It shal' Dtlt, nor s~U &oy 

of its dire. tors. officers, cmploy~s . &JenO or represent& lives co. duutly or 1Dillt~c ly . ~ollclt. 

innlaxe or ctlCOUT&CC (inr;W4lnJ by way of funwbi.a& or dnciOSIDJ tn!ormtnon) 10quirlea or 

ptopo~t e"'llCeftlina any m£tgu, conso!Jdauon or a.cquuiooc or pwUl.t&e of &II or lilY wbst.tlltlal 

p<:~rcon of :he uscu or apitll nocJc of !1111 (&tl • ,1\cqmuooo Tn.n.n.cuon ") or neeottale or enter 

imo any cs ·~cuuio:u or otbc:r commu.nie&uoro "''t.h any prospecnve purch..scr {otller tJwl Buyer 

or Us at'l'lllarcs) wltb respect to au,y Acquiridon T ransactJon NTI shall IITIJnedL&tely ~ v1se Buy err 

of any l.oqulnes or proposals ~l.trlng to UJ)' Acquisllioo Trl!lSicoon 

~ l l. Rq;gmrnmyiarlon lAd A£!PIQV&I o!Apumen! The. Doard of D~urs of l'o'TI 1\.u 

approved lDd ~the tnm.KOOilS co.atempl~ by thu Aveemen! l1ld the agreeme.'1U 

n 



~!~:.eel bueto to the shareholders of NTl Each of ~ Sellen agree.s to vou thw l'o'Tl Stock In 

tavo: ot lbe ttmr.ctians eom:empl.ued by !his Agreemenx and tilt ~ccmentJ rcbt.ed hen:to 1.1\d 

&o take: sucn actions as may be MCnsary to collJUim%llte the tranueuoru corucnplatc:1 be~eby . 

5.13 Au4jtcd Enarx;W S(lrc;mcnu Nl1 sb.tll promptly takl: any a~;oon neceuary II\ 

order !bat, oo lltct tlwl forty-five (4~ ~ys following the Closin&. NTl an obt~.lll and deliver 

to Buyer au audilld ba1aDcc Jbcel or NTI for cadi of the rwo lmmediacely prectdin& fisal yQI"S 

md u of M .... n:h 31, 199'7, and an mdbrd iDcomc mcemcm. mzmer4 of ~'h tlows and uat.emem 

or slweboldm ' cqu.jry for each of the !brce pi""Q'4ing yean aad tor !be siA month periods en.ded 

Mudl 31. 1997 and 1996 (the • Audited f!mnnal St.ztemcntl . ) With an Wloq~Wjfied Opinion 

thereon frMD 1 c.enificd public: 6CtoU:DWil rusonably ac.c:ep&able to Buyer, together wtth the 

cooscnt of tbt applic:abk &l.ld.hm, ID Conn m:1 c.OD!ta1 reasoMbly attepfable to Buyer to 1M effect 

th~t such financl&l Jtlt£m£nb may be !Jxtuded U1 fuatn: public tilinp ot Buyer w ith [be SEC 

Suc.h finanetaJ mtcmcm:! sJW.I be prcparec1 ill acc:or'1.anu wuh renenlly acarned accoun~tna 

pr.ncipltl and !be rcpontn, requirements of the SEC, includinl tbe rul~ applic.able UDder 

R.egu1aoon S-X Su.:ll m,...,...,a oC ~ do not contain any items of specw or noo·recurri.!l& 

incotn4 or ~8/ othef ~ome DOt ctt'OCd in tbe ordi.!W)' c:Out"K of buslncu eltcept a.s eXpttlsly 

spectfird l ~ and tbe Alldlted Fma~~~:1al SUccn-.c.nu Ln.du4c all adjustmi:'D1S , which coomt of 

oormaJ R:'Jn'&l& &ea\W.s and .all el.emecu of a:loc.able ovtlfbead, ~sary for sucb fait 

presentation. 

5 . I I Bib I¥ Mnpunqmc:ms . NTI. exh of the Sellen. och of l.bc Pnnctp&h and I..Ui& 

&clcnowledJCS lhat Buyer is • pubUcJy-beld compa.cy l.lld dasemlNtioc of wc.nrYuoo ~ona:!'lUO& 

this crmsactioo or tradiD& ill Buyer's nocJr; oy my party to tlW ll'IAS~On or any p~ rec . . v111g 

tn!armarioc ~ &II)' pany to lh.b a-an.sacnoc pnor to public release could n:1ult Ul vioLatiOn of 

SEC lnsi!W !nd.IDa reiU].adom. Therefore, NTI and uch or th.t Sellen ~rtee5 not to dwcminate 

any inforuwion or lll&U ~ publlot mtazxn~ concc.rning lbc trmSJcuoos other ~11 whu Is tn 

pre3~ t'l:.leuc:3 of Buyer, pro¥\ded, hoMver. dw Buyer lb&ll not u.suc any prcu releue or other 

public &mliCIWlCCIDCl1 regudq tbc execution of thb Ai]eemetll without !l'lc pr1or c:orueot of the 

Sellers, wh:c.h <:oo.scnl sball 1101 be unrc.a.sonably wub.beld or dtiJyed 

S . l ~ Adrq:c: Evsrm Promptly~ the OCl:1ll"reDDX, or b!lure to uccut, of iU\)' even~. 

!be occun~-x;e or !S.ilure of which would (I) tmteria.lly ldvenely ~rrecr . or ::>uld reuollJbly be 

ex:pe~red 1 • m11eri.a.lly adversely atrcr;~, the a.sscts , propcro~ . opcraooas . bu.siccu , pros?~~t:. . or 

conUWml ' :5!looUld&l or otherwise) of NTI or~ abll iry or arry SeHer. PnactpaJ or -.rn ·o perform 

UIY of !u obtipti.oos UDder thiJ ~ or (u) oNbicll. if knov.ro a.s of the d.otc of thh 

Ap'cemcm. would h.&~ been c~ircd to be diseloaed to Buycr or (ILi) cawo ~y reprnent.at1on 

or wuncry cooumcd U1 thb ~ctU or aay Sc.he<!ule or E.xhlbt\ hereto 10 be Uli!J'Ue or 

lmncunu 11 a.n_y time tram the. ~te of ttm "Jr~enr tO and lndudUli tbc Cloun&. NTI 

Pri.o.;jpal and/or ruch Sc.lkr lb&1J provide 10 Buyer ali rdeva.nt ln.tonnauoo rc:lJted lhcrt'!O 



S ! ~ .Employm On or before the Clonog D~te , 1\'11 JIWJ dc llv~ to Buyn a liS1 of 

N"IT's ctnployca ~ of !he end or the alendu month urmcdurcly prt~edl.lt !he CIOSIJli , 

indicating tllt foDowina lnformatlon for .ac:b ~loyee: 

5 . I , l his or her eompcnnuon md any applicable sc:vennce arnngerncnr; 

j 16.2 wbctbet remunrnl.ed on an hourly. weelcly, or monthly basis; 

5. 16.3 dale or mon recent C'C~l oi 5C:VlC:C with ~TI , and 

S. l6 4 &a::ru«1 boliday, v'&Ution. skk leave , loa1 tcMcc cnutlrmen. (L/ &O/ ) 1od 

perm:inod time-off dul: u eompeosarior. for addrtlorul umc wodcod , 411 of whicll 

an ~ely n:t'l.c:ciCd Ln lb: fuwiCJal Jutcmcnu of :'\IT 

.S . t7 FQIC!Yt. Sellen sbal! i£ldcmmty and hold twmJe,s Buyct and NTI 11\ respect of 

1DY C'X'pCll~-'S or c1&unl ror rca in execu or the amou.ms set forth ln Secuon ) 33 hc::cof wah 

raooct tc ,'le tnns~Oill c:oa%allplaled bereln by anyone claiJIUDf 10 luvc •crcd for the benefit 

c.J, or on t>c-ll&ll o(. NTJ ur the Sellers. 

ARTICLE 6. COVENANTS OF BUYER J'E:IIDIXG ACQl.lSmON 

Bur cr c:ovena.nu and .acrea t!UI 

6 .1 Cg!'l?QWC Acrlon SUbjeCt Ul me prOVl$100l or thu Agrec:merlt. Buyel \IIIII ta.Jce all 

DCC'CSSII')' corpon~ md otber Ktion ~uittd ot n ro carry out t.he traru1c:uont conten:plated by 

thU Agr~m; provided, howevu, th.u nothing m !bu Am:le 6 or Jnywbere else Ill thu 

Ail ea:acot ah&ll l'lqULrC Buyer w c&rry out sud! lnn)ac:uoru I ( 1 FuuJ On.ter (as clefmed IL. 

Scctwn 9.2 o( thiJ A.Jreemcal) would cc-lltlin ur re<l\Jil't a 1em1. coodrllon or provu1oo whrch , 

in Buyer'$ sole l1c't.c:rtili.non. u unduly bl.lrd.c:mome 

6.2 Cpnfidc;pn a, rv Buyer WJJ awn!.iw all tnfo~uoo runed ftom ,....., m 

~onnection with its evalu.aaon of~ rn.nsactions tolllc:mpl~le4 by thu Agrecmenr (th~ "1\'Tl 

Confidt:ntlal!nfomwion·) in nnct eontidcnct .. lnd shlll Wet a.ll pna.utions necestary ro p~em 

disclosure, ~ to , or tnmrnissloo of tht l'ITl Confidenual Information, or any pan thereof. 

tD any thin1 party. ~pt (i) for (be Clltelustvt po"'PPse of cvaluann& the Mcr&cr , (IJ) lf requtred 

by law or an or11cr of any COUit baVlJli campet.ent jurudJC'tlon. a.ad (iij) ~s i.s nctessary or required 

ror Buyer w aatiJI)' iu di1c:Josun ob~.uJons \inder the federal aod st.are securiucs law~ . In the 

evet11 tbe Coaln& dOCI3 not occur for any rusoa. Buyer wll. r.m.medlatcly upon NTT'1 requcJt. 

return all copln and ror;ordinp of th.e N'n CO\J\dcltlallntoruatlon In tu- poJuulon or under iu 

conaol and del&! all records chereof in any dal.a stl:ln.gc: symm m.ar.nt.lltiC.d by or for Buyer 

6 : Nocjc, of prgq.odln&s Buyer will, upon bec:omulJ aw~n o( .any nrdc: r or d«r« 

or any eompWnr pr.tYin& tor 111 order or decree -r=tr.unuri or e!IJOI.lllnf 1be consumnuuon or U'W 
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Ai~mnt M the tr1..nUCtlcnu c:ootempliucd her~;nder , or upon ruzivltlg U!:V ooucc from m y 

i OVCTimlC'I ;aJ dcpUlJ]')U4, Court, liltlC)' or Comtnlhlllr of II.S Ln:elltlOn to IIUtlWIC U1 UlVeJUiilOOn 

lnw. or IJl ,IJtatc a Nn or proc:eedU1g to restram or C'tlioin the CQNWJ .. Nttoa or thu A&rtt.nenr 

or such cnnsactiotiJ If COMlmmllcd, promptly oou/V NTI in wrlling or auc:h ord.r r, dea« 

c:ompWm ') . norlu. 

6..1 Nudaq NMS t l!PDl' , B tJ)'C! ~,~fCc.! am. followlng Clorma. it "' II usc its 

I'QSooablc best effortS to qualify iu common stock !or listm.J on the NudJq mts 

ARTICLE 7. CONDmONS TO 1liE OBUGA nONS OF' THE SELLERS A. 'I'D :0.-rt 

'The obllptions of !be ScUen an4 .m under tills Ar.enne:nt arc , l t th~ opt on or tbc 

ScUcn &nd Nn, subject to 121& tulllllmcnt of the rouow1aa condluoru pnor to or ac tbe Closmg 

7.1 Bcprcscntlpom Wamm•Q Cove:ll4tS 

7,1 I AU rrprucmations &Dd wunnoes of Bl.li n con~.WJCd lD t1w Agrcemeru and m iUJY 

cmfi~~. E,d:u'bit or Sc:but••e to be deliVered by Buyer pum1aru oereto or In 

eoana:ticn wi1b tbe ttan~~ctioos c:oatemplatc:d bcrcby slull be true Uld . : C\lrate in 

all matcn.d cespc:cu as of .be date wbm rllAdc wd slall be ..teemed ,, be made 

&&ain at "I:Dd u of the ClOSllli Uld l ha ll tl.en be trUe and ~r'\l.latc L!l ~~~ matenAl 

respocu: 

7. 1.2 Buy~ sb&JJ ~\'r performed and compho:l m a..! I mareriaJ retpcctl wltll eJc h tnd 

every coveiWit, •~Remcnt lAd c:oDdmoo required by tlu.s A::recmetJt to be 

peTformed or complied with by ir po or to or at the CloJUl&. 

7 I . 3 Buyer shall lave ckllvacd to rm 1 cc rufic atc of an otr.I:CI' of Buye r. lUted u oC 

the Clcaloi. ccnifylng co th.c Nlflllmcnt of 'the condiuoru set ronh t.r:1 thls Se<:tlon 

7 .1 

7.: Proccedinfs. No or<ie:r of any court or other govcrnm.enu.J aza~Xy Jh.lll ha' "C b«n 

usued whJr:b cnjo '.zu the consummauoa of tb.e cnruacuons contemplated by thu Apr=me:ll 

7 .3 Prnrmiines and lngnmq u Sarhflctocy All proc~ccit.r:lis . corporm, re gullito ry 

oro~. to be tUe:n lo connecuon With the tnruactioru c.oruempla.ted by lhis A~cnr &nd 

ill documents irddem tbcrcto, .shall be ntisfactory in rorm IJld subsu.nce to U)e Sellen Uld Buye-r 

shall have furnished r:be Sellen- wnb certified Cl)p les of •ucb proceedUlgJ Uld such o~r 

i.alt:rumezJu a.ad dlxumcnts u !he Sellen lh.all ~~ reasonably requesred 

7 ·" Psl!yqy qf ;Sux;k SUbj ect to Sccuoa 8 19 bcreof. Buyer Jha ll tuvc drhvr rcd to 

the SeUe11 a:rtiticatu repraccnna lh&ra of rlx StOC-k in an UIIOWlt cSetm'lllnt~ ~ provsded in 

AIUcle I >~this A~. ~b Stock tblll be v.lidly IJfllcd, fully plld Ancl non-UJess l b'lc:, 



Wil!ll.Ot be ,, lbJCC: ro lil)' P•ca:IIllrive ngtu.s W wi~ be dulJ' lilted fer ~~d~ on 1M Sa~ SOl 

Autam..atu ·:onflmUlioD TtVliACtion Serv1~ l!:cll sULb ce-rufica~ sll4J: bear t.hc follo'll:mg 

le&end: 

11i F SHARES REPRESENTED B\' nilS CERTIFlCA TE tiA VE !'lOT BEE . 

RE ilSTERED UNDER THE SECUiUTIE.S ~~OF 193) , AS AMEND::D OR THE 

SECURITIES lAW OF ANY STATE AND MAY NOT BE SOLD. TR.iu'JSFERRED OR 

OTHERWISE DISPOSED OF UNLESS rn:EY ARE SO REGISTERED OR Vl\'l.ESS 

»> EXEMPTION FROM REGISTRATION JS A V AIU.BLE 

SUcll ccrtifiates (UlCiud.Ula. without UmlWlon, lOY certJfiea~ ISSued upon trwfer N i!l e~clu.ngr 

therefor or in substitunon tberetor) slWI ~.bt- bear .&n}' legend requited under :lll} tOpJ~o:ablc sutt 

sccunno c r blue U:y llws. Buyer may mU:t a IX'tWoD on Its record! or give lnStrUCtlOIIS to w y 

ll"l.nSrer &I t rus or rcgittnn for !lie Srock in ordc~ to i!Di'tcmctll tbc restncuoru on t ~nsfer set 

(octh In c~; , Sec1icn 7-4. I.o conc:euon ..,,th &II ' trlilSftt of such Srock. the trazw~ror lba ll 

prov1d.e B 1vcr with such C\I.S't.Omuy cern.fic:tes· o1•!ruoa.s &Dd other d~ts u ~uycr ID1)' 

ruso· thJl ·cquest to assure UW such D'mSfer complia f\illy wtth appliwle ~~oc &lUl othet 

ltws. B111 ~r sball not l.nazr UIY lilbility ror "fY delay in recognizi.oi any 111n.sfcr or 'l'llchStoclc 

if Buyer iJ good f.&ith be1icYcs that 1ucb cransfer rna.y !lave bten or would be 1.0 Ylolauon of l.D}' 

m.aterw mpcct or the provtSlOD.I or the ~nnes Act or appbc.lb le sw.e srruriues Of blue sky 

l:~ws , A 1\.er sue.htime as dJe leccnd described by tbi.l Sec:t.ton '1 .4 is llD lo~er reqwn:d on any 

cc:rtiti.atc ar terti6;a~ n:prescmrini any of !he Stod in me good fillb JUdgmeru or Buyc;r. upon 

requen of a Seller, Buyer s~ll c:.&Ule such c:.ent ftca~s or ce'tlfic;ue~ 10 be o.ctlarlgcc for l 

c.crtl.fiate or certifiar.e.s th;at do not bu.r .such lea end 

7.! BcfistnQon Rirhu Arrq;pan .Eiuyer !~U lave c~e<uted and dchvcrerl to tllc 

Selle~ tb : Regisauion Risb.!s A~t 1.0 substJ.DtiaJiv lhc form arac!'ed hereto ,md made a 

pan heret: u Schedule 7.S 

7 .·1 Emplgxmem Cpnm!tln& and Nca.J:ornJXt: MrC'QDeQU. On or bf'(orc lil t 

Closing. ~U) er shtlJ have entered Ulto eroploymo:nt agreemcau w11h Lc11f and ung .And • 

CD111UIWI, •veemea.t wtth Fnenci (the ·Employment and ConsulCUli A~-) tn rubstanually 

tbe fortn! Attached b.cr-eto ud made 1 part hereof u Schedules 7 6 I \ •1tll rr..S);CCt ~o ~~~ 

Employment ~ts) a.cd 7 6 .2 (~~onb res~! to !he Consulonc A~rat) 

7 7 Tv '41im?P Sellers sh.&J.l ,lave recctved a tu opu:uon t:om 115 rouruel •r 

indepcndenl c.enJficd ICXOU""""· b~sed on o.~nomary rdtmce and l UbJCCI to C\lStom.ill'\' 

qu.a.I.J.ficauoll.l, to fb.e :tfect ltlat for l¢rral 111Comc t&X purposC3 · 

7 7 I the: acquisltJOtl by ~Hen ol tbc Stock solely in exch.ange for :-tTl Stoc.lc 111 111 

qu&Jlfy u • reorg&IIIUdon wxkr ~ .368(1)11 )(8 \ uf the Code. 



7.7 .7. DO gain or loss will be rccogru:zed by the- .seu~s .upon tbc receapt of the Stock in 

c:.;cbartge (or N1l Stock; 

i . 7 :> The boldilla penod of the Sellen ft. I the Stod: reeeivt<iltl cXc.hUlj;C !N tbe ~-;-; 

Steele will incllll:k Chcir ~rove holdani: period for the NTI Stock; aod 

7. 7 <1 Tbe ux bans of the Srock ~eiv~ by Sellen to exclwlac (or NTJ Stock will be 

tbc JUDI! u tbc w buis of tbc NTI Stoc.lc exch.anged. 

7. f! CoNeDU. Buyer sh&U have obtained all co-uCIIU req.uired to be obtainc I t..O ordc: 

1.0 COnsum::l&te !he tr:uuactioos eoa~emplatr:d by this Atrecmcm. 

ARnCU: 8. CONDmONS TO TRE OBLIGATIONS OF BUYER 

Tb oblipdoDJ of Buyu lmdn this Agrurr.eru uc. at the opuoo of Bu)cr, rutJcct to the 

fu!fillmt:n: flf the followmg cood.loom pnor tQ ot at the Closin& · 

8 ~ All rcpTC.Scmations t.n4 wllT"ll"tle3 o ( :"ln. tbc Sellen UJd the Prwc•p:tll coa::ullled 

in thu Agreemenr •lid t..O &n) cerufi~te. E.Ullbit or Schedule tO be delivered 

purnwlf ~ or in cormeeuon Wlth the cn.nncooo.s comempla•rtt ~rt ~Y, which 

~edule or Eihllm shall 001 be: amended by NTI. \.be Sellen or the Pnru:.,..ats 

without Buyer' t prior wnnen consent . Jball be lrlJe &D<S ;a.ccurate ln ~ tl matenal 

respects u of r.bt cWl: wbeD m.adt ~ shall be~ to be tNdc aga:., at l r.d a' 

u( tile Closing and slllll tben be tt\IC aDd accunre in ~ m.uaU.J respe;ts 

B. l 2 NTI, the Sellen and tnc Pnnnpab 311311 hlavc ~rlonn~ L"ld compiled lll ~II 

malleria.l ~IJ witb cacb llld every covcnsm. •a:rcuneru oUid coodtuon r~<11J t.rrd 

by thls Auceroeot to be perfonnd or complied wtth by lllem pnor to or at the 

CIOSl%13; 

8. , 3 Tbe. Sellers. the Pnnc1pals a.no :-rrl J~ll c.acll lkhver to Buyn at the Closr.ng ' 

etttitic:1te, call~ tO the CWIJ.Ilmc:Ot ot !he con.d.itiow set forth U'\ tbu Sect10n 8 

• , _ 

8.2 PmccedJo&s. 'illcrc aball be: no ~wns. unons. swu or prouedUlg' penc1Jng or 

threa.ILOCd ap.irut NTl, the Sellen or the Priodpals wtuch would re5tr1~ or f)rOhlb1t NTI , the 

Scl!Pn or lobe Principal' from cOUS\liiim.Jttn& !he tn:..sactJoru eomanplarea b) thh A&Tect~ent 

! .3 No Cmy lry Prior 10 the Closing , the.rt s.h.a.J I DO! laVe occun~d Any wo.aae. 

cUstrucaon or lou not co'~ by~ e:~.c c:edlog ~ 10.000 



8.4 frpees'i.rmaM IDW\IJDeDU Sat»tagory. E.x~pt u provide-d iut m Sccuoo 9.2 

bereo(, all um.s=uu. approvals or proceedings. corpo~te. ~ruluory or o~~rw•se . requtred by 

tllird putic::l or governmental awhoriti~ co be Weco 1n coru1eetk ,, wtth the aans,cuons 

contemplat;j by th1s ~ aDd a.ll documents !nctc1:.nt thefeto sb.J.II be obumed and be 

slrisbctorj iD rozm and subsw:lcc ID Buyer iJid ~ n stall bavc tu!uished Bll) eT Wtth cenified 

copiCJ or · r.J.clt procecdinrs aDd nac.b otbc:r anru\1.-'nenu i.lll1 c1cx:ummts u Buyer !hall have 

rasoaab!y ~-

8.5 Dei!V!!ry of Nil Cmmnon Stock The ~Ucrs sball bave ddivered 'c:Utiutts 

repre:sctWng all of the Nn SIDC.t. t.roe and clear of all hens and c.DtUmbrl!ICCs. dUl.> eneoned in 

b!J.nlc with lf\W'I.IlUed JlptlltCS and all required r:mufer st£tnpl, if a.oy 

8.E ljTI's Crcdnon and Otbea II mJUI~ l:1y Buyer, each instnunen. or 'l thcr 

agreemtn~ :r documem Wide Wbi.cl'l NTJ bu UICUrred or m1y incur debt or bw borrowlncs or 

olber perfo .-maDee obtiptiOtU J.hall haH been amendtd when .!lCU.lUt}' or aopropriatc. WIL.'loul 

lbe a..s.su.aw ion by Bu-; a or NTI of IllY add.itJotu.l obligation or cost and lo ' manner s~nsfacrory 

in form ... :· rubstai~U to Bayer Lad NTl, •o u to yennu the tn.nn.ctions contctnpl~ced by thu 

Ag:rec:men Witbout a dc!mlt or •ccelmadon {1( 1.ny obll~uoo tbera~ndc:r and to pn•vidc that 

ae1t.her Btr."C:r oqr Nn 1h&ll ~Liable, COilllllgen:l)' or olberwise, by reason of ron1ummauon 

of such tT.onsacuons. for accelaaoon of p~vmcnr or other pcrforlD&IJC.e of sucb debe. ba.nk 

borrowin• or obligations 

8-: Np (bani" in ND's Capjwlir.adon NTI 's 1Whori.zed llld rs.suc-d and OJtSTandmg 

capttaJ stock slW.l be &S sWE:d in Section 3 2 and, except for lhc I...Lag Opnon, NTI sluU h.;ave oo 

'-'loemcnt , obllgaooo or commitment or u y cllanc1er to isrue starts of iu cap1t.ll s•oclc, or 

debemw'c.s bond.s. or other~ of I.DdcbtcdJxs~ GOO''e:rtible. Ln whole or w part, 10to s l:.arcs 

of its C'J.piri.l nock.. In ~noa. Nn's Lo03-«rm debt s.haU not exceed a cotaJ of 566-J .OOO 

8 .8 Jkrolqtigm and &sttnangn or m ·, D!CCCI.Q.Q. NT1 tb.all b.wc delivered ID Buyer 

at the Closina cenitied copies of resolutions adop~ hy tbe Boud o( Otrcc~ou u d shuellolden 

of NT1 a.da¢ng &nd approVU!g thl! Agreement and WT1flt:D rt"SIJIUOOns of NT! duccton . 

8 ' Ccrrtnc,aw of Good Stllldlng Nn sha.IJ h.ave dehvered tO Buvcr 1 Cc:nificare or 

Good Sw : tng(or us cqutvtlcm) iuu.cd by the S«rtn.ry of su~ of lbe nate of CiCh ~ppll c able 

sta~ tO Cb ~ et'rect W t N11 is dUly lncorpont.ed or qu;~lificd to tnnnct bustnc3S ~ ·~ tn '00<! 
stz.odurg vu..er me lAws of such JUICl , u ofthe da~ of the Oonna. The~ P:utlle; stup slal l 

hsvc cld~rcd to Buyer a Ccrti!i~ of Good Stullllit& (or iu equl~) iuued by tbc Scc~ewy 

or State of the ltal.e or iu formation tO tbe etfecr tllat it l) duly fonncd and qualified lo tntui.C! 

busi.oesJ &nd u In J')Od naDCUnc Wider the tAws of S\Jclt state . &S of tbe Closlntl 

8. 10 Ccrtifed Am" C1 NTT shall bavc funWhed to Buyer • copy of Its Arwle~ or 

tnc.orpon.oon.. Ulc.ludma all amcndaJc:%ns thereto, wtuc.b 1h&ll hHr btm c.crnfied by t"e SeqetM} 

or Swe of~ Sa~t of Mm:oesou u of .1 ~~~ re-.. u on.ibly oeu t.hr: C los1og Dat:c 



8 11 Cmified Bylaws,. NT1 sh.a11 have tumis~ tQ Buyer a copy of the ByliWS c.f :"lTJ 

~hich shall have been certi.fied by !he Sccm.uy of Nl1 IS of C.C Closing Date 

8.12 CcrrltlcaLC gf lpmbtney. I'ITlsb.a.ll b.av~ t\lmW!ed ID BuyeT a Ccrtifi; au ot the 

~IVY ·of NT1, "nit!.ed u of the Clo1ing 01tt, IS to the mcumbeDCy &nd !ignarurcl of the 

officcn of i'lTl ac:onina this ADCJCmt'llt and. any doc:umcm c::-onwnplatcd or delivered ~cr thu 

~-

8 .13 CotppQtS Amonl . On or before~ uosms (i) the Board o( 0Lre" .. 10TS oC Buytt 

sh.atl ba:vc approved and miftcd d!JJ A&r=meot Uld I.Ulhorlzcd !he traruacUol).) conrbmpiJ~ 

ba1:by and iii) NTI shall ba:vc t&Un, a.od the Sellen sb.alJ eawe NTT to blvc Wee-n all corpontc 

actioD u II"•Y be tleetSW)' a.od aadsJ'a.t:tocy ~ Buyer. in iu JOie dtscrcliou. lO formall.ze , upda~t . 

bol.sttr and ratifY !he put adions of tbc employees. otnccrs, dirccron l!ld shareholdc::-s ot NT! 

8 I ~ Scl!cr '.l Aajmp On or before the Oos~n~. the Fri~ l "nut &M the L~f 

PlltDC:nh4 ahall hive approved md author-im:l t'.W 1\Jnement and the tnnucUoo.s comemplatcd 

hcn:by m thl!! Friald Trust 11111 tbc Leaf Put:Denlllp s~ll each aUJC their respett~vc- endtie~ to 

lave ie•: all action as may be DeCC:SS&ty and $&tisfacwry 10 Buyer, m 1u sole dl! r.rc:uon. to 

cco.summa ·~ the ~ cc=mpl.ued hn"tby. 

8 • fmp!gvmmt Conm!tinr acrl N•m..Compctc A•~ml'nU 

Closia.J . . r l' Sellen aball hllve cntered Into the Empf'):mJent. Coruu!ung 

Agn::cma!U 

On or ~JI:fo rc '-~c 

and ~on Compete 

8.i 1, I cnnlmdpn a!Ccmln Am;qncnu NTI 1lull blve tunilshcd to Buyer proof of 

the termifJIUOD of m ~ Unt Option (det\Ded below), (h) tbl' Tnnsfer and P. 'dc.:npllon 

AIPeemeJIJ dated Sep\ember 7. 1994, and (iii) -at!)' a.nd &.11 earploymcm &.nd coo.su!llllg .. ~u 

e:mcrcd iDlo by IDd bcf~Neco N1l and dJhet of !he~ and any pcno~ cr CTUJOcs a.tfilia~ 

with !he Priill:ipals. t.X~ for tbe employment. ccnsulung &Dd oon~te ag:recmeocr n:!cmd 

in Section IUS above 

8.17 I.aar Option. Alttr the exccunon of thu Avcem.ent bUt pnor 10 ClosmJ , the 

oppoo of r.ucy Lang to acqutl't common stock oC l'lTl pursu~t to tlut cclUln St"'k Opuon 

Agn.emeru d.a.tcd December 10, 1992 (the "Ul!J Opuon"), slall hlvt. beell nercued or 

c.ennio&led U tbe option iJ e:un:bc.d, Lan1 shall oc IY.lwld by uch and every lam lll1 co~~oo 

or this Agr~emtUa.s thauJ.b Jhc ~ &.D oriJi_nal Seller c:Jttept that ArUcle tO sb.tll not apply to 

Unl 1n JUdi cue. me -~ lmeren• o( e&eb of tbe Sellen .ct forth In Ar\lcle I of thU 

AgreaDCI! shall be prop<ltdOOIIety ~ 10 reOClCt lbe Issuance of NT1 common stoe); to Lana 

punuanliO lbe eaercue o( me Lana Option. 

8. 18 Pooltnr Qpjnjon. Bdorc !he CloSUl£. NTlllld Buyer shall navt UCtl u~ed th.cu 

ben cfforu to have eacb ~ved a "'"ltl:e;l opinion from thcu- rcspecnv~ Lndepcodc .. ~ certlt\ed 

pubhc accCIWIW11S thlt tbe tran.uctloo.s con~tmpl .. ted by t1ili AfTUl'lent qUAJ&rY ror tr:aunenJ 
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under tll. relevl.ll1 ac.co\Ulti.ng pnot:plc,$, opmions &.nd N.lin&s. LOdudint :\c.couorlng Pnnctplcs 

Boud ()p1n10n No. 16. as a poolin,-of-imc~su tomblll'tion 

8. 1 ~ Adyc:nc Chanrs;s. The-re shaJI be nor have occum:.J &JlY rn.aunal adverse ctunsc 

\0 the naru-e, opcntions or prospects of the bwmeu of NTI from the d&te or :!w Asreemenr 

throulh ch~ Costa, D~w 

8 20 f'CJP'L' Amgmcox AI Ole CIOMJ , c:ach of lbt Sellen (except for 1....3.ngJ shall 

bave euaned IDd ddive:red to Buyer an a~t III lllbstannally the form .. m~~ herero and 

JD&de I put bcteofu Scllcduk 8.20 (th£ •&crow A~·) putllWit to wlllch there sbJU be 

dqx>~itcd i.a escrow (lhc ·&aerow Furxn by eu.h ~h Seller with IJ\ es: row agent of Buyer 's 

c:boicc (tbe ·~ Agmr·). ICZl pcrc.en1 (10~) of w toQJ tl1lmber of ll-~-a of StoCk each such 

Seller recrivcs u Closina (tbc ·Escrowed Sh&tc-s ") to serun: the mdemrur!cauon obligations af 

sucb Sdlrn UDder thiJ ~· 

ARnCLJ\ 9. MUTtJ,\L COVENANTS ANt> CON'DITIONS TO OBUGA TtO!'\~ OF STI 

AMl BL"' "'!R 

9.. ApnUqdons lQ the CommiU IQDJ AJ soon u pn.ctic.ablc a.!i.ei eJ;ccul oo of thh 

Agu:cmc::OL. NTI and Buyez th&.ll JOIII in applications to lbt Commwtoru ~esung w 1pprova.ls 

and authoru:ations of eacb such Comml.\stoo of~ trans.IC'DOOJ corucmp~u:d by Ulls Agreement 

Buyer shill bear all fee$ o! lhc Commissions thu~ In collDCCtlcm with or lll.Ctderual t.) the filing 

And process Log of tbe aforesaid applications. u weU u tbt. con of fllin& lnd p~SU!S Ail othoer 

fees of lt-&il coamel Uld w:oumanu aDd other "out-o f-poclcet - expense.s sh.a.ll be bome by the 

put)' iooiJTin& mtm, 

9 .:! Nsmrv Cgr Cpmmju10n Aggronls 1lx obl.ta~tions of STJ, Bu\CT illd &.e 

ScUm under tills AIJeemmt ~ subJtcl to the recetpt prior to the C! '~ · ng of ill opu11oo o'f 

counsel acc:pable 10 tbe puties 10 tbr dfo:t that apphc~ooas (ot FIO.ll Orden (u defined below) 

b.lve been tiled md lbcrc is oo IC~~ bull for t.bc denn.J of 1 f uu.l Order For the PUll'OSCs cf 

thU Section 9.2. a "FUIAl OrOer" shall mean aA orde- of I!IY Commusioo wh\.:11 IS n<' ~ub;eo to 

rehurln!! by such Commi.suoo or to judJcu.J review ~ provisions of '.he pm•r sentence 

t~orwirh!~'ldtog. nothinj In tlw Section 9 2 Jb.all be constnled to rc:qull( a pUT)' ro f! ~k JUdrcial 

reVlew of & Commi.s.slon order if , upoo rc:cooJ ider.auon by lbc Cotnm~.uJcn whtch u rucd such an 

order upo!l the motion of i pUT)' to tlus Aa~meot or a tlurd p&Ji)' . 1 pa.rry to tllis " &recrmnt 

der:e:rm1tle;, that NC.b Ul order upoo recon.sidendon cont.wlS a te:n:n. coodltloo or rrovu•on ....,hlch 

is Unduly tlurdc::nsome. 

E1ch o( tbe putie.s ro lhU AJTllCmC!lC qtU" thai If 8uyer, wlna tu ~uon.ahte Jud~..,nt , 

detcrrn.UleS that ao •ppliarion to lD)' other swe or ftderal 1gency (OJ its approv~ and authoriWig 

of tbt. tnnuctiom conscmplaad herein a required, Ibm Buyer sb.tl l ftle such apphcJIIon .LOd the 

Sellets an~ NTI shall join in such ~pPhc:aoon with Buyer &nd ~ aet in accord.aJ ; e wteh the 

provuic~ or Sc:ctloa 9 ' of thu AiftlemeOt IIIIth ~tp«t to sucb ~pplleaUQI'l 

0 1>CAM..)t.< I I o 
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9.3 Board BegrgpJUripn. Buyer wall utc lt.) ru.sotUblt ~st effortS to cau.sc: the 

c:Jecuon o! John V. LeU 1tld Albert A . Woodwud to the Bovd of Dartttot s of Buyer 

9.4 EQ!CDW. Wbc1ber or not the tr&llS&Ctlons tolllC'tDplaled by this Agnemc:nt are 

concluckd, &.!J coau and uptNCt lliCIUTed by N11 shall be pud by l'I'Tl, all cosn and expc:Q.Sej 

lncwTcd by Buyer sh&l1 be paid by Buyer, lDd aU com and upemt$ tnCUI'TC'd by Sellers sb.a.ll be 

paid by Sellen, rel&rilla to pcnon.al lAX or esu.te pluwna m.aaen shaH be paJd by the SeUc:r 

lDclJ.mn& such COlt or expense. 

ARTICLE 10. ~'D£.\11\TIT AGR.EE:'\'f:E.VTS 

10 .1 Scllw' Llr!pnon fw!gpp!ty Am:cmcnu The Sella-s , proport!ocW.ly 1n 

a.ewrdJJx:e wirh their P~ l.cDmt, &!laiJ !or J period of one (I) yur from u1e Closi.ng Dan: 

tnd.cnuUfy Nn, Buyer aDd lts ati'IUams and bold ns atfiliates lwmless from any and all clllim.s , 

aaion.s . suits, liabWtlu, losses. ~ llld e.xpcnse1 of every DJture an:! cluncta (i.Dcludin&. 

but not by W'&Y Of limltadon. all rusamblc UlOrneys' fees and ill &mountl paid Ul senlc:mer or 

IllY cWm.. ldioll or sui!) c·l..oSJc$•) which arise or result dlrectl:t or itldirectly from nuttc:rs w 

forth on Sc.bcdWc 3. 10 hereof, or 111bkh s.bould lave been I!Jte11 on su~u Scbedulc: , provtd.ed , 

however, ttw the !tySannjflation obllp ticm contained 10 Ibis Sectaon 10 l sb11J not ~ply to any 

Lo. ~ winch ari.Jc or reAllt directly or IDd.ircctly !'tom oUI)' sud! matters unl~s a :-looce of .Claim 

(as ddircx: below) bu bee= dd.tvcm1 co the Sellen or Pnm:i'pili pnor to the tint 1ll1lt"ersary of 

the Closing DIU.C. Ita NoOc:e o!CWm w been delivered pnor to su~;b &rultVenary date. my l.lld 

all such ksses, wbcdlc:r incurred prior to or attc:r ~Jc.h Ulniveru.ry dJte. sball be suoJeCt to 

indccmific~ tion UDder tb.U Scawn 10 1 

10.1 ~Ilea ' Other lndannjty "*'es:rrcm) All represcnt.aooru and wu~ucs made tn 

thu Ag~ by tht Sellen and Princlpa.ls aze m•d~ w &lld ror the bene fir of both Buyer a.n.d 

NTI. Willi re.spcct 10 &.I I JUCb reprae:nD.ooo.s or wa.rr~DOU in Ous 1\grccmc:nt {andlot in the 

EWbits or Sehedule1 ana.c.hcd her~ and dlc: dcx;umenu tco be del!vm:d by the Se ll tm and 

Prl.oapw .u lbe Oosilri). tbe Sdlen, ptoporoo.a&Liy 1n accol'IW'lc~ with t.heu Pcrccll.QJC bnerest, 

shall for a period of one (1) year 6-om the Clo•lna Date tndemrufy Buyer and NT! agwuc oUld 

hold Buy~ and Nl1 barmlca1 from~ and aU clAiz:tu. IC'tlOQJ , SutU 111bWDC1, losses. d..a.ma~Q'. 

md cxpensr$ ot every tW1ll'c: &od ch.l.ncter (m.:ludlng, but DDI by. way of htrut.luoo. a.U ~:uoaa.bJc 

aaonxys · fees '&IId all &mCII1nU patd In settlement or any cla.im, &e:tion or sun) < • Lo~'~") whlc.h 

ui.sc: or re.."Ult dlrc::tly or indlm:tly from arry bruc.b of IllY ~prCJoCtlWioo or wunnry , pro v adcd, 

howev~. •.hat the lrxkmnifinrion obU&•noo contll.DOd m this Sc:rocn 10 I wU not appl>• to any 

losSC$ which &rise or rewlt ~y or indirectly frOUl any Sllc.b .w~ unle.s.s a Notice ot Claun 

(as dcft.oed bclow) tw been dc:llvct'¢4 to the Sellen prior to the f1rst J.nll.ivenary of the Closin& 

Date If a Nouce of Cl&1m bas beta delivered prior co such &1l111Yen&.ry datc . auy and all N r ll 

Loss~. wbether i.ocu.rred pnor to or &ft~ ruen l.llll.lv~rnry dare , 'hall ~ ll.lbJe<:t to 

Uldemn.lf10Con uOikr this Sc:ctJoo 10 I 

ll 
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10 :! Buyg'1 ImknmiO' Agm;rnmu With rc5?-'"'Ct to Ul repre1enatioru and waznnues 

.made by Buyer In this A~tccment (-.ndlor m the Exhibiu Uld Scbedwe1 act~chell btreto oLnd tht 

doc •w "'' m be de.li..-en'.d by Buya 1tlbe CJOJtn,), Buje.t sball for a penod of ooc ( 1) yut from 

tht Ooaing D~tc Indemnify me Sell«n apinst &nd bold the ~lien harmlcu from any IDO all 

Lones wbicn ariK or result directly or ind~J"t":tly lrot.a any tm:ach of any such represent01uon or 

wunncy , n"::vided, however. llat die mdetn!diacoo obllsUlon cont.at.aed ID !hls Sco:-tlon 10 J 

csJW.1 not il, ~!y 10 any Louc1 wbicb arue or n:..su.ll d1rectly or lndirtttly !'tom ID)' surb matters 

\lllJCJS l ~ Nll:e or Claim (u defined below) hu been delivered LJ Buyer ~mor tC' the fi.T11 

annivenar: of tbc Cloaing Date. If a Not!ce C'f Clllm lw ~ dehvered prior to such 

&nnlverurv eWe, a.oy and all ruch Losses, w'bethcc Ux:urred prior to or ~ n.cb anruvcrury 

d.&tc, s~J be subject lD indnnnlt;cac:ion unde1 ~his Sc.ction 10.3. 

10.4 Umjtauon gf Amqqnt. No pllt}" IJldC'mlllficd under ~uon 10.1 lDO 10 .2 above 

~lWJ IDlU a claim for iodemnitlcatlon uo.l~l &Del until such pany lw Lncurml a Loss bued on 

a sinsJe (3r 1c:rics ot re~ ii=DI for wb.Jcb such p.uty 11 entitled 10 tndemnificarion Ul cAc~n of 

SSO ,OOO oc cwnulltivc Losses of my lc:ind or dollar amount fo1 which such p.uty is er.mled '"' 

lndcmnrfiation in ex.c.ess of a toQJ SUil'l of SIOO.COO exeC}'( 1o the extent that sl.!cll Losses have 

been ~ed by vil1uc af or r~Uited from fraud, gross oealigeoce or intc:Tltioru.l 

ausrc.flt'C$cWrion in wb..i.c:b case thu So;oon 10 " (includtQg lbt next Set)tcnce) shall not o1pply 

In no event !lWl ~ A&JTqlte liabllit}' of the Sc:Ucn to Buyer and Jlo"Tl for md.cmn.tfic:ltton under 

this Articl: 10 excat:d 53,000.000 

I 0 <; No I jmjt.arjon. The mdrn,nley ~grtementl Ul lhu Arnclc I 0 shall not r~ruuwtt a 

limit.Uion on ;any of the wa.rn.ati~ . repn:seoaooiU. covtTW1ll or 1gte:erncou berel.n 

10 6 pm wtpn; !qr Gsncxal Oa!rru Buyer slall aive ca.sorubly prompt written nonce 

t!J Sc:U.en of &BY c:l&.tm or event Othe t1Wl Third Puty Clauus (as deflned below) With re$pect 10 

wh.tcb Bu~c r believes I! or tU a!filiates js or may be anutlcci 10 indemn.i fic~non puntWll 10 th ts 

Artick 10 md me Sellen shall give reuooably prompl nod~ to Buyer Olllly el.lim or event othe7 

tba.n Third Party O&.ims wil.b respeer lD wtucb l.hc Sc.Jlers beht"e they are or rtlAY be enutlcd to 

tndemnlfication puntanl 10 tins Article 10 (in e~ch cue. t "Notice of Clatm"), provided. 

bowC"'Ier. that the fiilun: to J)vc oodce as provided Ul dlis ScctJon 10.5 sba.U ooc •dieve the oL'Ier 

party of iu jndcnmjfiution obllgations bereunder. exupt to the tXtenl th.ar the LOdcmnifoJ UIJI party 

is prejudiced by ruc:h fail~ to give ooucc Th.c: Notice o( Cltlm shall SLltA the narure 1111d bu i t 

of wd cJaun or cveot. lhe UDOW1l ther.of to the exlall k:no101Tt and Ole buu of suc.h parry's belief 

t.h1t It nuy be lltldtlee .ro lndcmni~tion wnb respect tbc:retO, ltleludmg, Without limtUUon, 

ldca.ufyinl the re-ptcSCllW.I.Oa, Warrurt)'. covenant, or &Jreemenl wb.icb sucb p&.rry bdlevcs IW 

b«n brea.chcd' 

tO 7 l Buyer, op rbc one llllld . and !be Sellers oo the other , (the "111dcrnnll'ie" Party- ), 

sb.aJJ lt'JVt RUOnably prompt \Oirlften noc~ to tbe olb('r (eM -l.noctTULi!ym£' ~~l 
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n~.:,.., • • 

of ury cUim or event with res~ to which !be lndemruflcd Party belie ve~ tt 1s or 

may be cantlcd to tndemnlfie~Uon punuant to tins ArUcJc ! 0 rerulting from iny 

d.lim, action. suit or~ brougbt t-~· any thud puty lll connccaon Wltl' ~ny 

lltlladon. ldmlnuttativc proceed:np or sirmla.r : ;nons (incJu<tint. wtt.hout 

llmlw:ictl. clAims by any UJ~~ or sucecssor or a pany 1\tnto or ~ny 

goiret:DmenW a.Jency) (collectlvcl~ . ·'Tbi.rd Pmy Claims.), tog~the.· wtth ao 

ertimatc of tbc amown in difpute th-!~cr &lUi 1 copy of lOY claim. prcct:ls. 

leta! pJadfncs or eo~~ with mpo:t thereto n:ccived by the lndemnlficd 

Puty, provldc:i, bowev~. tbat the h.ihm of tbc Cldem.nified Party IC' g1ve such 

aodce sb&!.l Dl)( relle¥e !he lndannit'ying Party of Its obliJ&tlOru bereund::r. cxcert 

to the e..m:m that tbc Indemnifyina Party is preJUdiced by 1uclt !~lure ro gt•:e 

DOtice. WllhiD !CD days of receipt of sud! oolite, !he l.nde:nrutyLUg I lfTY may, by 

written notice to tbe l.ndelNU.rtcd Party , urumc the Jderue of rocb Third Puty 

Claim througb cowuel of lu owo choosing (whicll couruei sh.\11 be reasocabl) 

ac.c.c:prable tD die lndmmificd Puty) with ~ fees &.nd expenses thereof ro be pa1d 

by the lndemn!tying Party , in wlucll even~ the J.Ddemnificd Pucy ma.y "'UUcirm 

in ~ dcftGK th~CQ{ 11 ia sole cxpca.se, provtdcd th.lt sucll lndemn•rtcd Party 

shall hive tbe ri&ht tD employ separ• (o:: counsel to ~DI st,~ch l.odemmf~ed Put)' 

lt. In ru.ch lndrmnifiM Piny's tUWnable Jw:IJ!Illml. a confuct of LOtere.t between 

t.be I.ode:lnnit)'ii Party and sucl:l Indemnified Puey e:\lsu wu.b rC$J>Cct to such 

Third Puty CJ.Um, with a.JJ (CC$ 4l1d expenses of suc.h sepan:e counsc:l to be pa1d 

by !be ID~ Party . U &be IDdc:nulJ(yizla Party ftJ is to aJsume lle deferue 

of S\lcll Third Puty Claim by filt.ng to dc.hver a wn~n nonce of the. Ino~mwf;.o rng 

Party's i.cD:nnOil to as.su.m~ such defense wsth.in tm days 1t'ter ~cc:11H o! t.'l~ tnl113l 

no~ tbcreof, or tben:af'tcr abandons or flilt to diliaently pursue J\Kh oc: !ensc: 

(11ld on! y m such c:i.rc\un.stanceJ), the Lodem.nl fled ?uty m.a y us wne sue h u e f e rue 

1od th.c feeJ and apmses of ta counsel w111 be pud b)' ~ lodernn.ifymg P:ut)• 

U the Iodemnityi.OI P&1ty excreues IU nghtlo u.odendc: the defense ag:Urul any 

sutb Third Patty Oaim u provJded lbove. the lndcmnlOcd hny slt~l cooperate: 

wtth the lndcmni.tying Party Ln n~ch ddcnse Jfld make: avOJilblc to tile 

I.Dde:mnitytn, Pllt)' a.JI perun=nt records. m.uerWs . tJld ln!orm111on in iu 

potse.ssioo or under iu control ~l•tirtg !hereto u a reuorably requtrcd ~Y the 

lndemDJ!yi.na Pan1 , WII!llll e~ incurred m connecuoo therev.•ich 10 be patd 

by the Lodemn.itymg Party SlllUluly 1f thr l.ndeiiUll!ied Party .s . J:rectlV or 

indt:rectly. cooductina the defense: apLOSt .1.11y such Third Party : 'latm the: 

I~ Party &bail coopente with Lbc lDdcmnified Pany tn tuc.h .! ·fcnse and 

~ a~ble to !be loocrmufied Party t.l l rucll rec:ordl , materi1b UK! 1nlomuoon 

In lhe Indemnl!ying Piny's c:oauol rei1Ung thereto u ~ n:a.sorubly required by tbc 

lDdc:m.o.ifled Pany, with &11 expense.~ incurred In connoctlon tbcn:WJth tO be pllld 

by d'IC lll.dc:mnltyina PUt)' . Norwithst.a'"<hn& LCyth.ing in this Seroon I 0 6 to the 

eomnry, however, t! a cl.a.im sb.ill be rn.u1e •Nith re.spt.et ID whJt.b the lndemru.t'ylllS 

Party h.u ~gttcd 10 auume tht. defense: tht:rco(, the lnclemruf}'tng PMTy Jl•\11 not 

cben:a!tcr be c:tl1it1cd 10 dispute . :1lltl tlr:teby agrc:d not to dtspure. tbe lnllernnJficd 



Party ' s right to i.OdemnJfiuooo therdor ~ant lo Arocle I 0 hereof or any 

JUbscquau cWms of the mdcmniti¢ Puty WJth ~~ to such Third Patty 01im 

10 7.1 T'.J.e ~ Pllt}' shall not. wsthout the vmn.c.o con;enr of the I..!IJeiJUl lfiu! 

Pany, OJ settle or compromise 10)' Thud Pany Claim or comcm to the t:ltry of 

11l'J Jud(mcur which doeloot i.Dc!udt ;u an \Uli:.Orldttion.t.l ~rm the reo! t: • .: dc:Uvcry 

by Che c:Wi:J:wn or pllintitr to the lndeauU!Ied Puty of a wrsrtco rch~<ue from ~I 

!Ubiliry In rqpcct of NC.b Third Puty Claim, (It) seale or compromm any Thlrd 

Pany Claim in an;y rrunncr !hat may advcnely &tfect the lndemrufied Parry Ot (ill) 

upon tbc iuuanu or u order of a coun of competent junsdtction or an a.rbuntot 

with ItS~ ro ruth TbJrd Pany Claim, appc:al or otherw1sc da.lleDie .. uch order 

UpOn tbc scnlcmelll or compromise of a.ny Third Pmy Cla.un, the order 01 a court 

of compcotetn jurtsdtctioo or amunr.or {l( the Indemnified Parry Nl niled to 

ooasem oo the ;appeal or clWkage thereof) with rclJ)CC1 thercco 01 the rit\AJ , non 

~ble order of any ~ppeUah! coun (if the Ir.demruficd Put)' hu co:.uent.ed to 

the appeal or eballenrc lhercol) with reSjlcct thereto, as the cue m& v be , lilY 

resulting scti1cm=ll. aWUd, d&au~es or j .Jdgra.enl JtWl be paJd (1) in eM cue of 

1ll)' such Third Pmy Calm with •c:specl tc. wluc.h the Sellers a.re ~ lrY •m..Jytn~ 

Pa.ny, by the Sellen, ~ (li) ID the cue of &ny S\lcb Third Pam, '"'IJ..ic Wllh 

rc.spcx:t tO whlch Buyer Is the lnd.c1n.Dify.I.IIi PtrtY , by Buver 

11 I S\irlfval The sevc:nl ~n:senuoon.~ -and wam.att:~ o( lbe pame$ coot.:utl<.'O tn 01 

made purnwuto this A~t shall be; deerncd to !!Ave been ma~ on &ll(j .u of the Closu:11 ollld 

&h&.ll remJ ITI operative :and m full force a.ad cf!ea IID!il the fifth mni'•ernry of the Closmg D1te , 

regrd.Jess of any invesnpdao or ~ ;u to the re.sults thtT'eof. made by ot on t.ehaJr of Ally 

such pmy. ~ !or the ptOVU'IOIU of AzticJe 1 0, and Sccoond .J 0. 5 17 . 6 : . 9 3 . <; 4 . l ~ 6 

U .7, 12.8 through 12.11. ioclwivc, &Dd 12.13 12!ro~eh 1~ 15. =lwtve, of thts Agreement. the 

~even! covcm.nn Uld lif'CCllentS or the pUlies conaJoed in thU A~recmcot stWl exp•re oo th.e 

Ciosiag Date a.ad, except for c:hc provisions of Section• ~ 10, 6.2. 9 3, 9 4. 11 2. 12 J , 12 5 

12.6. 12 8lhrough 12.11, iD::lusive, l!ld 12. 13 throu~:h 12 15, lnelustvc. of this Agrecme::1. the 

leveraJ covcna..ou &nd agrecmenb of the p1.rtie3 conui.ncd lD llus A&Ieemenr sh, U ex-pue on the 

LClltliJutioo or &banoonmtllt of thu Agreement 

ARTICLE U.. MISCELl..ANEOt:S 

12 l Ahandgnment of Tnna ctjon The. tn.Jl.lactJnn nuy be abwl.loned. Mid tha 

Agt:ement ttl'tD.Illlled. at a.ay ume tftct the cU.~ of tb.J· A~n.l. but not later !hu the Oosmg. 

lly 

12 1 l The muruaJ coQSent of tbe Bo.ud of Duu:toN ol !'ITt 111d t uye: M 
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12.1 Buyer, if NTI or Selle ... u tn willful b tc:ach o r any o( llS repre1cn:Jt1on.s, 

wun.nric$, covCWJU or acr=nenu under thJj Aifeemcnt in lUl)' uurenll Jespec:r: 

or 

12 I } NTl or Sellas. 1f Suyar 11 b: w•\llful breach of any of IU n:prr ' :.lUtioru, 

Wa.aantic.s , COVC'rWlU Ot ~':lC.QU uncler thu AgreC'IDCD1 ID any :nater tl respect. 

or 

I,,_; .• Etbc' put)' bcretD If the eon.suamal.loru of the tnn.s~c:noru c:ootemplarcd b_v um 

Apeemeta b&~ been =joined arld such lnJunctl<'D u oor SU:)Je<:l to ;~ppu l or if 1 

Fiual Order whil:h conwm J.ll •mdu.ly burdensome term. conjmoo or pr ovutou h 

iuued a.D4 oo appul is W:en ~frOm; or 

12 l.5 NTI. SeUc:n or Buyer 11 tht: tn.ruaCtlOilS comcmpla~ b.etl''.ll sl»ll oo: have 

bcc;ome cffecnve oo or before J•mc 30. 1997 

12.~ Effect ot TtpnjNnon or Abandpnrorm If for roy reason the rnn.u cuons 

corue:mpblr J ~by •hali nol become etrcc,..··e. all wrinen schedules Uld o ther Infer· t~ :ton 3ne 

l1l copies ·•' ~rta.l from the books Uld records of a.oy put)' here"tofo~ turru.sru:d t. acy othe:

pany slwJ be reLU.rlle<1 promptly to the pany ionusluni the sllne and. t.n such '!Vent. the 

rvilium of this Ag:r=mct~~ relal:ini 10 collfideotJal mfonnauon shall survtvc tlJe u:-m.uuuon ot 

U1U Agro-meru and the &bandonmc01 of the reorgaruurioo 

12.3 I [ahjlitin . !n tlu: c:vcot thls Agm:ment u tcrmtnatca ~ the coc· ::npiMcd 

0'1I'DictlOilS are abandoned punuuu ro Seetloo 12.1 hereof. no part}' ~cto )tu tl t:..a vc tny dl.Jt\' 

or tiabahry to tbc otbeT e:itha for CQstS, u:pemes, lou o( :anlltlp.ak'd profiu or otherwtrc-. eJ.tc:pt 

wilh tespCCl to any UJbility or d.umtge:s lncur:red "r ,"Ufferrd by ' pury ~~ a re.sult or !he bre1ch 

by tbt: ocher pany of IllY of lu repmet~tatiON, wunn1le:!o, covrnanu or •a-ermc:nu set fortb 111 

tlll.JA~. 

1: 4 Amgmnc:ru Tlti.s Aa:r=enl !lull !lOt !.lc ana~ed by NTI or the S;!lc:r l 

l:1 5 Eunbc;r Assuo.nct} From nme ro U!DC pnor to, 11 lod .1f1er the < lostnl. the 

Sellen. 1\'TJ and Buyer will .nd wdl c.&~ tbelr rl!lpccuve darcctors and ofl,c.er> U• o ecure ll l 

.sud! IAruume lt'.s and ~ all such actions as the Sc: Uc:ts . B u ycr or NTI, bc:u:lg Jtl v u.c:d "'>' :: ourue I. 

'hAll r ca:on.ably request in coruxaJoo wi1b the carryaog ou1 1M ctrc:cnut.lng of 11>·· wtent 1nd 

purpose bcreo1 aod ~I ~ctio:as Uld thlllgs contempated by Ulis A.greaoe01 ~ludUlg". wH.hOI!I 

limiation, l.be euc:udon and delivery of any am1 all cooflllD&tory INS other 

~ l.n addJtion ro Cbosc to be delivered on the Clositlg, and a.ny and &11 acuom wh1ch may 

n:asoQ.lbl) be ncc:~trY or dulnble w complete ~ LriAUC tiOIU contempt.a~d bc:reby 

12 6 Nouce! AJI notices, dc.mariCIJ anJ other commw:uc&uoru wtuch rwy 01 u~ 

req~d t'J be. ~wen ~nder or Wlrb rcspec1 bcrc:to sball be fiVCO by 1-<'T! on bcluif o~ tucJr lrtd 

3! 



the Sellas, &Dd uy Buyer on bcbaJI of itself .All such nonces, d~ .1J'Id othct commuruc.lllon 

sh&ll be ill wnllll& . .lh.lll ~ 11ven other by pcnoml del ivery or by tutJo:uU ~ rccugruzcc1 

overui&ht t nurlcr or by telecopier, &ftd sblJI be d~cd to luvr bem g1 vc::n or ma.de wllen 

personally ~verecl oa= bwiness day a1b!t dclhotrcd tO a l".u ioallly r~ o I t might courier 1 

~ pre;ald a.ad receipt requested, or ooe blut~ .. n day uta- tnll1ml111on by telecopier rl"':~tpl 

coathmed, ldclresscd u followt: 

(i) lf ro Buyer; 

N etWOrlt Lo 1111 0 l.Jw:IQ:. lnc. 

CorpOm.e Hc:ad.q\wwn 

m Flori& Scrm 
Baton Rouge, LA 70401 

wltb a copy 1.0: 

1Vll0 ~ Ash, Esq 

Blac.kwe:U Sanden Mltbetly Weary!£ Lombard• 

2JOO M.ain. SUite ll 00 
IU.cw Oty, MD 64108 

or to J\1e.b (ltl\er address u Buyer cmy rrom time- to tunc: d~1gtatc by no11cc: to !\'T! .Wd tbe 

SelJm. 

(i.i') 11 to NTI· 

Wltb copi...._ to 

Natioo.a.J Tc:lc:scrvicc, Inc 

P.O. Boll: 1142 

lll RJverfroru 
Winona. Wl $5987 

Alben A . Woodwud, Elq 

Maun Ill. Simon, PLC 

2'JOO Midwest Piau Buud.ulg Wett 

SOl Nicollet Mt.Jl 
~Us. MN $S402,U34 

(Lli) lt to ScUers 

0~1 ! 4 

0 A . Fnend , Sole T r'WI" under Tbt !093 Fru:nd Fam•h Rc, oc:ablc TI'WI 

n 74() Scmmolc 
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lndWl Wells. CA 92260 

!..a.! Family Panncn. Lui 

Aml: John V lAt. Genenl Panner 

P.0 . 1m 3~5 
Wino~. MN 55937 

(tv \ I! to Prl.lldpah : 

O. A. Frimli 
n-?40 Seminole 
l.nd.ian W'clli. CA 92260 

John V LW 
P.O. Box JC)(m 
Wl.oona., MN SS987 

(v ) If w La.os: 

Muy J l..Lo& 
P. 0 . Box 1141 
! 11 Riverfront 
Wlnoc.&. MN $~987 

or U> JUCb olbt:r address u N11, lbe Sellen, the- ~ip~s and Una m.ay from !lme to ume 

d=iJIJa~e tiY ~ U) ~ ~t p&rties 

12 7 fnr!T£ Af!"'!!mqD . Tllu AJ!eetnen! ~onsututes the cllllre egrecment berw~o the 

~~ and supenedc:s l.lld ~ IJl'f &Dd all prior agrectncDU be['Qic:cn c:hc puocs rel3rtag 111 th( 

subject m.t.ncr bereof. 

12 .! Bul~l of Construcf!gn Thu A~ sll&ll bo coratrucd ~.s follow$ 

12 8 I ucc:pc u ~ t~tnnc:d rn i.hu. AjlectMnt. "'ords shall be gwen tbcu 

commoaly W¥knl00d meamn: La avecmcou of thu n.r.~ . uccpt dw •=unung 

lQ1IU lh&.1l be IJVM lbr; IDCil\llll asCJ1bed rhaeto by tencnlly acc:.eptca ~c.ounU!Ul 

priociples ltld ln=pretadons, 

12.8-l d-is AJleemmt tw beeo ~~ouated on txb.a.Ll of tbc p.ut!u hereto wrt.h th~ 1d v rcc 

of coumd Jnd no ,c:ocnl rule of CQDln1:t <:onstJ'Uj;ooo requlnn, .u. arreetuecr to 

be more strlnamliy ccmsuued t.piD.st ~ dn/t.l!r or proponent of ll1)' pUtJcu.l u 

provi.sloo &b.&ll be ~pplled rn C00$1NCtlon of lhh Agrc.cmrot. 

J 7 



12 .fi .3 the ~ption.s ot A.nic.les ~Sections hereof are for cooverue~ only and sball nor 

eom:rol or atrcct l.be me~ning o~ cons~n~euoo of any of the provis ions o( thu 

AF=mcnt. 

12.9 Le' Cro\lm!inr. Thi& Apurnenlllall be aovemed by V'd constJUcd and enfor~..i 

I.D .accordJ:lo% with the U.s o r tbe Sane of Del.awarc , but not includ.lng the cho1ce o~ l&w rules 

tblc:Teo(. 

12. 10 W11ye;r of Proywpn,, Th,. rams, coven.a.ru.s, ~seor..auons, U.'L'n!lues or 

condmcms cf tbi.s Agreement may be ~ived only by a wmu:n instrumcru C.ltC'CUt t-d by th' p&ny 

.,aivin& c<.-mpli&Dcc. SYch 'IV'liver &hall be authoriz.ed solely by the .nd1 vrdu~ or h 1S penoMJ 

rq>~emauve . if the Sellen, or the majority ~;ott of the Board of Directors or t!le E.:w.:uuve 

~ of the corpontt pmy waiVln, comphaa::e or by o~ wthoru.ed b) 5ucb Board or 

C~ The failure OfUTJ puty II &rrJ Cl.alC or times tO ~qwre pcrfOrttWlCe of any proviJ100 

b..'"f'C:O( sba.U In DD manner at'J'cct cbc rilbt at I lara rime to enforct !be ume .'10 v~rvcr b)' any 

party of an.Y crmdlrion. or the bra.cb of any provision. tmn covenaru, ~tion or wun.nry 

conrainc:d in Chis Alf'UJent. wbetbtf by CODduct or otberwuc. tn any one or more iJ:uQ.Oees sh.all 

be deemed to be err cousaucd u a furthe.r or co.ntinuin1 wa1ver of UlJ such condition oro( the 

bread! of u .y ofbl::r provision. tam. covc:tWil. represc:ouuoo or w&rnllC)' of Uw A greanem The 

reprQ...otatl.>ns aod wunmies of tbc Scllers Uld :--n!. on !be one band, Uld Buyer, on the o ther 

hand. COD~ m this A,n:ancm Or lo any centfic&IC Or other document dalavereJ pursuatlt 

bc:.reto or In con:oectioo bez-e.,ith prior tv or at !be Oosmg slull not b .. Jc~ed watved or 

cthcrwisc amended or modlllcd by •ny tn~re~UglllC.n m'de by lf!Y pil l)' h~tcr 

12 II Suq;g•oo . All of lbe tcmu tod cond.luoo.s of thu Agreement sluU b<. b~.ndmg 

upon aDd lmln: to tbe bc:nefu ot lhc fUCU:uo n lni per.rua:a! iSSlgtlS of Bo.~ycr Uld of :-. n and the 

rucceuon U¥1 pell(la&l rqJ~Uves of !lie Sellers For lbc purpose of t1w Agreemc:m. th' 

~rm ·succ.es.son • shAll t.adudL but OOl be linmed w hc&n, lesar.ecs. lf!d devlsee.s . u:C the term 

"personal ~ti.Liti .. C:$" dull t.nclude ldminutnton , executor1. guardiW . ~nd 

conscrva.tDn 

12 ~ 2 CQUntct:P&rn. Tb.b Al'f«mcnt nay be e tecuted 10 Kvcnl c:ouotc:rpa.ru , IJlll ~~ 

so executed 'l:WJ coostitur.e- ant agnocmtt~t. bind.u:!.g on ~I o! tht ptrtleJ here to. norwitlurar..dutg 

thll ~ p.utie.s arc oot siJX1.1tory 10 tbe orir ina l or the sUJX coW11Upan 

12 13 Public StatmrnY orR.:b;;,m4 NTJ, tbe ScUers Uld Buyer eoa.ch a~ n;,t to tn.:~ke , 

u rue or relea.sc &ay public umou.nccmeo.L, suu:m:m l)r ac.knowled1:111ent of tbe e~tenu of. or 

reVe.&l the team, conditions and sta.tu.s of. the 0"11\Ac:tioru provided for iD 11Us Agreement, without 

fun art.r::mpti1:1a 10 the e;n.cm IQJO'Qably possible (an.d 10 aJ..I UJCS wotll re.rud to wnncn m:aners) 

to clocu 1uch moouou::ment. au.~. at lau>wlerlpncn! or revel ~ tlon wuh th.• other put1es 

hereto. Ea.clJ partJ agrees lhlt 11 ... w oor unreasonably withhold any sucb ~onsent or cleann.c 

from UIOth.er party . 



12. 14 ¥xmbjl!t)'. Lo tllc c YI:lll !hat any provision Ul this Agreement be hdd invaJ1d 

or un.enfcntablc, by a coun or c:ompctcnJ jwudicoon. ~h ("OVU IO~ )h.i.IJ ~ uvaablc from, 

llld such I:Jval.Jdiry or ..:ueuf01teabiley sbalJ DOC be CXliiSINCd 10 h;ave aoy dfc:cc on. rhe ~ 

provisions of tl1il A~·cnr. uclas sUcb provt&ioo ~:oea to the esuou of thu Agrc:cm.eat In 

which c:uc tbe entire A.p'ccmem may be 4eda.red Invalid and nor bindlnr upon &DY of the p~r.JeJ 

12. !5 No llrln! P,m Bcmfidang. lbia Ap"tc:mcnt and the obliaations of puttcs 

be:reundu •ball ~ c.Wu.sively tor the bcntfit oC the parties cxtcUtlng thu A&Jecment ilDd 

!bdr pcmUiz.c11UCC41ron IDd wipJ and nDt for !be bentfit of aoy otber per30n or cnury 

locludina. ·'N!thoat UmhatiQQ, UJY OCber $hueboldu. c:m11tor. employee or former e"'nploy~ of 

NTI and oo such penon ot en:Wy ~ bavc &Dy rilbu or rcmcdi~ bcmJ..Dde7 

rN WITNESS WHEREOF, the parties have u.u.scd this Agrccmcm to bf' cxecu~d wd 

their .cotporn: scab, If tppUcabte. to be b.crcumo atr'i:ud. cffe1:th e .u of the dly and year tint 

~ve w&.:m, 

NATION.U TELlSERVlCE, INC 

Br. __________________________ __ 

- --------- • ~ldent 

Q, A. FRIEND .A5 SOL.£ TRUSTEF UNDER 

THE 1993 FRlEND FAMILY REVOCABU: 

TRUST 

Sf: _ ________ _ ___ _ 

0 . A. f)1tod, Solt 'T'rustH 

LEAF FAMILY PA.RTh"ER.S. LTD. 

By: _ ___ _ _________ -:. 

JohD V. Leaf, GaleraJ Parmer 

By: _ _ _ _ ____ ____ _ _ 

J!) 



0 . A. frltnd 

JohD v. Leal 

NETWORK LONG DISI'ANCE, INC. 

By: ________ ____ _ 

NMD~------------------------------Titlt: _____________ _ 

Mary J . Lc1t 
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(XI 

I I 

SECURITIES AND EXCHANGE COM, ISSION 
W ASHINGTON, 0 C. 20545 

P.NNUAL REPOR T PURSUAN7 TO SECTION I :i OA I :: •ol •JF n"£ 
SECURITIES ::X CHANGE ACT i.:JF if .Jot 

[FeE REQUIRED! 

For the Fiscal Year enoec March 3 ' 199 7 

OA 

tRANSITION REPORT PURSUA NT TO SECTION 13 OR l 5 1d l 

OF THE SECURIT IES EXCHANGE ACT OF 19:4 
[NO FEE RIEQUIREDI 

For t he t ransrt1on pen od fron • - ---- to ____ _ 

CommiSSio n File Nc _ 0·23 172 

NfiWORIC lONG Q!SiANCE JNC 
!Exact Name of Raglmam u Spectfle<r •n •u Chvter't 

QtiiWICI 

l!lc.t• or Other J Ufftdlc tlon ol 
lncorporatfon or Oroanlunon1 

72- 1 !22011! 
JI. R.S. EtnQioyer ldeml· 

ficatton Num~r) 

IIIII 7 C.~" £\lvQ ., S~t~llt eoo 
NtWPOC NcyxA W gon11 23f!Qtl 

IAddrua ol Ptoncipal E.xecut l"' OHicia. 
tnoc:IVlino ZlP Code 1 

:>ecUnues reg.•st• red pursuant to Sect ton 1 21bl o l 11111 Act : None 

Securmc:• teQ•,e•ed pursuant to Sectoo11 11101 ol t l'le Acm Yu 

Common Stoco.. ,0001 Pa r V JII.I• F' • r S hate 
(Title of Class! 

EXHIBIT 8 

of'Cl\Ut• ov ~cl< m&llo, .... ,..,IT...r the Reo•~rant ( 1 1 rll• lile d ~ " repOf13 re ouo tecl to Oe lll• o b \ 'Sect•on • ) o• . 5tdl al 
:r.., Sec-..;rmes E.xcn• noe AC1 of j 934 ourono tne pre~•o•no I:: month$ IC:>I to r such SI')Cn~ · peroo<' ~· ar l toe R~(llllraf\ 1 

"'O S '~01J ored TO HI• \UC" ·•nons; lnQ (1) n u Oeen JIJbtec c lO suc tt lol1nC < fC~orements 11}1 11lt ou: ;!I.- Clitv', 
Vu .2... IJCI _ 

- l ... • ~...,,..~ 2.:- I ?9., j :.s.-; ,.088 ~n•res ot ~~mmon r.ock vv ele ,o~.tu•no•no Tne ltJQft!O•tt e m ftr vc r .. ~~~ t ·
4 ·- , 

.. ~~mt:.f' Stoc• of NttYv 0'~ J.Df)q o,sunce, Inc ltne · -:omoe"v· rto iO b, l"\(.)f\3t-f tfra:es ·~ _, ...... ,nt- : : -~~ ~ A \ 
~.:.e ~.:. ~ "'.E: 

w(i, • :J -~ b.,. :~e .• -~~~ t :!t, .:JO.S\.Irt or C'Je ltnav•nt fller t pvrt u afit :_ tt_...... ..! !J : 'D ~ ;;e l;vt A: tQ ('I ~ ~ 'J ~ r ·, r.. • I - • t 

' e-,l.s ~--lac;ter ' ' ..-or :. ~'""1::1n~c: " e'Ot,n , J r.Q ..,..,\J not t>e C:>f\U \ f)c d h: tt • :: c- : ,. ; t ~ tc-••~· _. 1""! l • .,,.. •t : t,; ,. : 1• 
-=-·~ ., ... . n •:;,tm••·- 1 J • .t · ~- ~~"~:;. nc.:roorli:c d t; ., '"'''•ncr ,, r;, ... 1 ... • .. t .., r- · • • ... ' .;n, •rT' • ru:1r· .. ,, •c ·-·J. 
• I 

, ... : ... ·: ,. r•:r-:. C.'t r~tetenc t! Pan Itt tf\Ct.:tOO"I1e"!>. _!"*~•~~ '' '"''h~ I· O,.. Ct re rr •·-!"': • •, tt,.. •· r u .. _ , • • J 1 ' 

~• · ' '' -.J~ P'lhV ..i'tACt ~!'rlt '!J• tt\e .. nf\\..lal rne-etmg o f STOC .. n QIQ I!' lf• n tt.11 -'\ d; fn~ .. ,.,.0 ~h j\e t 1HaJ ~#t! •. d rn l l •t 

~., ~· :ht ~t:ll~ttan• s 'o SCdl v n • en<J ed Marcil :n I 9 9 

~ . . c.... .. .. .... .. • . 



G eMelli 

Networ ~ _c f\Q ~· s-~~n~ e . lnt 4 Otl • yV a r~ -:-or;:::or.a .. '~" ~~ re~:' ' ana : ·"~C ... :t 5.Jt S1Il•I Le: ·:""'" :;::.~c.n, • : J 

orov•d•" ol long o•n ance eriC other tolecommun•c• t•on se•voces 10 tno-vse•s "''O e OCNJe ~~ a genu anc ot .,~· t •• 

oonanc~ comp~f\o cs wotn 1 oromery concarll!at•O" on smell to m e:loum sou c o.. sond•os 

The Comoanv os recOO"<Md u 1 PJonetl on fil l U S telecommurncat•ons oNluS1rv as 111 o•edeceu or ccmo~" ' ~u 

en alllosned on and l'\ls Otten on ::ontonuous oo•ratoon ••nee 1979, a full five year ~ or•or teo tho coun·o•oert tl bru> -~o 

of !tie A r& i /SeU SyS'Iem. an event oe~-.llv rega rded u 1t't~ 'o•nh' of I he comoe ti iiV e long drstancr .no.JSlr\' '" lnr 

u.s 

Ovat ~ pu'! t1VH vura. IN comoef!Y 1\ct expano.o SUilSUJ11loiiiV tnraygn merger ~. oiC DUII~IOf\1. l nd IU own U IU 

P<OQII ms to INcome 1 nlllOn..,ode, tlltCOmmuNcttoons provooer Tht Company rransf?ltt4 Ions. don.snco tt lt ohone 

calls over verooua tyOel ol lr•ntmieelon c:t rc:ultl ltuttl hom othtr tt!•commun•c.toons cerroen 111 ltxed or Vl rt&Olt 

r~tn. CAlli t'Niy 1M 10\lllld t7Yough ~ U.. ComPAny' s lour I ~ I rwttcrung c enters . wnoc;M select 1ne t .. n noensove 

among the veriou• tv1dable uaf\lml.l-llon eherna toves to complete the cell or ce ll s ctn t.o - ompleted Dv Vl fiOUl 

undl!fyli'IQ camera, The Company rnovldu billing, cun omer aervtee lnd other leatllfU rela tove to tne u ll Profru 

are be sed on tl'le Comptny's ability to charge rates on u ceu ol t l'le Complf'V ' 1 C067 ol rraoum•11•no U Ut OYal tnt 

!r&f\SIMIS:SIOfl hnet n lec:ud by tile~ •QU•~nt O• on eacu s of undlrl\'lf\0 ctm er c:otrU 

Tna ComPAny offen • w elt rang. ol pnx'ucu tn0 n rvocea onc:tuding • 1 plus · oomtftlc tono doSUI"C« servo~ e. 

tnllol.l!'¥i t800} ftrvoce, dedtcltell ec;caaa and pnvl'll liM ttrvoct. rra•el cartl s. conference calllnQ, pegtng. o<~oa oo 

calling cards, wlrelell llrviCtl erw3 national ontemet acceH servtc:e 

Tt>e tcnv du .enc:e lndl.tSUY Ia ~tod by tnoae eompaf\111 which ~mo<•M 11\e lim toer ot tne •Nluatrr tnoae 

COI'f'OII'IU wntl ~tod r-ln - al t l billion. a~cto a.s AT&T, MC!. Spnnr . • nd WorldCom The ltCOnd 

lief " ~ or c~ni•• und11 6 1, billion but if'l oKcus of t t 00 mill top tn annualizte rt • t N U The lhlfd to o• 

con11su ol t ho u co~nlee wltn t nnui.II"Ztod revenuu or unoer • too mlllton. The Comoany " a aecond to e1 

compenv u a rttJUit of •ts tcQUI•'ltJoru complltld sub11ouent to March J 1 1997 laee Meroeral 

- "t Corrc>n"Y w u lo~ o•• Ditctm~· 3. 191!7. ut\Ot" I'll< 'teme Harm~ney StrPPt Ceoot tl. Inc t Nl ""'" P""'' "'" 
on !%'It Du»ne.D ot 1M1unQ ~ ~rtvnit>.l , ,., • merger u ndldolte To 1111s tefl(J , on Oecemtle• IS 1990, tne 

Comp.oroy eequlred 1 00~ of tl'll ovut.andlng cherat of M.M. Rou , Inc. . • ptiVI ! I LouoSJanl CQrpOt l llOn lormeo '" 

1979 Since 199C. !tit ComPifiY 1\aa conttnu$0 to t.ltparod IU servoc u aNl cun omor ~ •n arod •• no w promafllv • 

long dt.stllr'ICe ~elecom""'rvc~t•ono comp.snv Acco•donglv on .A...,gu , ; I \191 tl'lo Cornpan~ cnanged II ! 'll m r It 

Natwor~i, Long Dtntnce, Inc . to moro accurllaJv lefle c;t tU ooerattons 

:0• .June JO 199\1 N.O I ""~ro. _oriQ Dl.suinc.e Inc lNM1WOti(J 'l'1~!QtC l'flll' . one =:!tSUI1C e altt • ..- ,,,.. 101~~ Ellvr FitM wl 

-crii!DnOf\t' fBlut ;;.cget a f'iCI If""l c¢nUfiiC'Uon therewrtn 1saueo _j'""7 C !9 !lh"'" ' o t \.ommor Jl(lC) ,, , , n h ~ ~ B'h •lf Fi ~tJ O• ' 

;QC"""'~r .$'1:!)C • :.r1 t.QV<e"'n~t 1 S 199e- 1t-4 e~Ot"- f"fl et;IC'O ""' \t- J"H ttl• .\'A, J lf't. ·~ f" •Hf) i! : • • t, e fl,_ I -.• •nnt L. f ot "" 

•'l fH~wtf! • ~ ... .o:. .. -, '""8(' &1\at cJ: o ' c:ott\lnQr 1"1ot • to• f l l I ' ..JMuec v •• u common .not> ~ 1 6c~• !'&'\Sac. •''"" "'- n 

l Ue '"'l•v • •r t •f• fl e d to •&. tf'\a "'Mt r g e tJ • t Tn• (t,.\ @IQ.Il W I #P •c=:O\.InteO l Ot ~~ ;J,OOIH"iC Of•tt''it euts-tt 

~vcs tQU~'" :o M,rc.., ~ · 1 9iJ~ tnt :~moan~ m1c:e •~\olft &l 'l:uu rc•c .,.,CJvt s t.>¥~>t'c~ ~,_ - • o ~· , t. .:.. ., . • Jlll ' ' 
•• :Jt ':":t:' 00~11!0r" •Uel ' ~c ' em* I" tLm;: , 11tiYt •n t"le tt lt C '""-nLnl t..d·H~n:. •nOu s·r v 



0uM10 M•v at 1~97 the COfl'ICany completed two rnetgers. Eastern Telecom. lt1ter~t•on~ l 1E711 1or S' ~ mrllion ~ a$!" 
and t he ISSUAnce al appro.&lrnataly 3.6 33.000 shares ot ~ommoM Jtoc lo, , J".. NA!tona l Toiuorv•ce s Inc •NT ' 0, 
IUUor\Q 4P0<0 XImltel9 3,274,000 shares 0 / COmr 10, SlOC~ As I te,su h 0 1 !/te 5e H tnsaCtiOn S ' ne :,~::l4"'•· 
!XlSJt•oned 1tself w<t!'un the second ne r lover $ 100 m•ll•on ,,. A<""u l f Sites I 01 !1'\e •r<au~ry ca ,ed on pr e •:;., -•a •••• ~ • 

1997 revenues The I CQV•s•t•on Ql ETI will c e accouf'1eO ro• u 1 purcl'l•s• """''" 11v mer~er Will' N·: "'' ' ' .be 
qccountod :or ;u 1 oooiln( • .. ntere.st~ (Bom triii'\Sil<:no~ "''" co llec .t,.e•v !>e lo.ncwn • & l""- ·s..,cseQvenl Merge• a' 1 

Eil ls . twiT~ if'!Bt~chanoe " rner IOCI !od '" Newpo,.. News Vll ;jtn•• l"d oo•r•tn CIIMIIlly alon~; .,.. H n 
coaS1 of tl'>e Ul"lltect Sc..tes, It 1'1.11 expended IIPIOiy thlovgn tno .deglo vmenl ol an aggrus>"~ C'•r ~c t s a•e ' or o gra~ 

It ope rates 1 Narmern Telecom OMS 250 Otglta l swuc!'l wl'ltch 1S loc at • o In WunoriQton DC . and ->Hoi' · · ' ott.1 

direct d•a fing, ·o· PIUl operator us•.Ce<l c&lla . 8001888 toll Hoe •erv•ce . oeo•ca t ed hnu, c ;alftno " "ds. •'l• e ·-~ •·on ... 
S"~rvlce. preou1 e.H1no carda, pagtng. 1nte rne1 acces~. and canle renc" c atlinc;, 

NTl •s • swltch-b&Md U'lt.l!-4~ c;&me~ loated '" Wi<1ona. M•nneaota.. ~nd ooeratu or •m•"'Y " ' rn• .,,o ·""UI"'" 
Um~ Sc..tes. A$ w:tt~ en. 111'1.11 also lltl)andad np•dly ttvougtl dlrec· U IU It operotu • DEC 600 dl(liU I '"''tC~ 
located ,, Wlnon& and o lfers a full ran ge o f te lecornmvnoca llon proaucu af'<l n rvrcu. 

The follow•ng unaudited pro to~ ~omDrnad t iU>.IIU of opera t1ons u wme tne ocQu•soltoru Jl Ell . NTI ai'O Ct"•• 
acgvosftloru conaumma te<l dur;ng fise-&1 1997 w ere comoteteo on Aof•l I I 996 

~evenue 
Net lou 
Lou pet w re 

Veer Ended 
Maa;03 1 19!!7 
t1 08.01 8.000 

18.735.0001 
10.081 

-. 

n- pre tonna amounu reot ... nt en. l'lin or1c.a1 o pet'l tln'Q ru ulu ot U..N a c:Qt.mild ant•uu com~b<ned w1tll tile&• _

1 
of the Comparr; wiVl ~· .ctjunmenu wl'llch owe effec t to intent·lt axpenA. e rnorttzat1cn and lh• common 
al\&res I$Aied. These pro lonna amounu are not nctileaarlly Indicative cf tile operating ""'" ' tha t would have 
ocxurred rt •' 1 combined entltla l'l.d been o per atild Dv c:1.1nem m&nagam&nt d\ln no the penod prn emed becav u 
~ amouma do not rwfl act Mt nerwon. optJrriiUtton ar.:~ the ..,., g!ftic effact on OOIItltlng, " lling , gene ta l ' "" 
adrnininnn ve e.xpenaaa; nor do ctley pUrport to lndlr ~le raa~lu which m&J ba att11Nd 1n the turure . 

Pro lorrTUt ~~ore lntwut. tDaa. dapte<:la tio n . amcrtlu tton ,nd non-cuh prov•J!ona to reovce cn~ r.~rr·wnQ 
value of certa•n •nungibjt UNU IEBITDAI were t 3,289,000. !Pro lorma EBfTD-' '' provided ~c.aun EB.TO~ •S a 
mea~ure commonly u.Hd in the lndv.strr . EBfTOA 11 not t Mtlsv!ement of l•~nctll per.formance undet genatallv 
accepted accountlrlQ pnnc1l!4es eno should not be c;oi'Ul<lerecl an altem.nve to ne t 1nccma 11 1 meuv1~ -:~• 

pe r1ormance or to C&Jtl no.,. ••• me Ul.lrt of IIQVtdlry . EBITOA I. not ne t;!IAAiflly compera bla w•'" srmolotl v l•lled 
measures for ocner COrT)paniU I 

AtleJ ::omo<euon oi IN! aoove tNO tranuc ttcru. the Cotnpa nv wu nuaa uo ol l•ve moeoendent over.aUI'Q e" to l•u 
Network Long DISUince. Inc. Unnod Wau. Slue Rtd(le. ETI ano N-1 'l'~e ':6mpaflv 'IU aet~rm" '"" tc ""oer.a~ • tne 

eonsolidallon ol the operat1cns ol these e " rtte3 . 

l r1Ctutl~C •fl :r1s n lan 13 !t"lc c-on~oJIO& OOfl ct A'~ C-CtPOfDtt tu.nc tton~ 1nC!uO"'C ma~•oemr:t\t il'C"" _ .,r~ ; •~' • ''~-' t ,.. 

~"'"""·~ JrC ... t:~NcH II. Ir\{i t ~ r.'C. t ·Ons. and c ertt1 1f'l c ustomet s c r\n Ct f "d !.o~Ooon: •v r.c ~lon..s ·f\t! ::- wr .:.nhOrH •( • • . , eH· 
•._.nC:ICM 3 SCJH!IhJieO 10 !tlt.C PIICt d Uring tne I r.r, h•O UIIOfl41S Ol I•S<»I vOOII 1998 

t • '.Ai ; . ~9 - ~r...t' eo. rd C.l O'r~c.tora eJe c-t ceO Jonn c ._,, .,. lg.- · .. '""11 tJt. ~ l i tVn ol cr .. .. t trHtn ano t h fll ' l •t _.., 'v t 

- ._,r ~r \11r : _av;tCtQ ,~re'IUO.Uflv .J e t'ved tf\ th•" .t. ~Oi l i ft h l t r !• T,m01f'HI ~ e .nOf\, wno -vvi),5 t-, f . •Q~S:Irr ~ , .,. _: · o.! 

'"" .. t'!tU:h .llt' ' ~ ·· ;-,r t10UJ t ft trill t • a• ct rv Mt, B41rto--n p te Y•QWJIV sero~~d ,., "h• l CJO.Cft"V N I Tr'l ,,, . : .. .. !: • • , . 
<. ~!'• r- ••&!. ,. e c ~c .: :n,e t FH11 1'1C••I Ottlc.e t t nd 'rreJJU' f' ' ~ t · • t: ' .:rr.t;A.. . Mr ~e' ' '" ('I'~ • •OL, &h ., ,. . . ... ~- ., 

.H ~c r .. .,.,,t~ r . anr I ~ ,.~ .... .. , elec~ e.u fC tnt DOfl't •On or Set. "~ "'" .,,, ~·'' Ql ~ . lth .. ,lt ~,-· '!I ; .u .. . r' tl"' ( -

.~ -,;,::: ~- · -e ~, .... _.t , t~c .... • of ttle &a• tn ot DH ec·o11 "l 1 • .., ~ ~- otT• ;.~• '., ;..tJ · ; p, . • ,. , :.. P•••' ., ""Ar t • -~-., 

• t- .:- - !it •e t ~ Q JUIO Complete t n e 0 ·¥ Wf fif tl,.,.-S CI•C• tO'f"' ,::t ortle - Ocn af,,, :On"\~d fti' S a r c: , ., .,. ;._ _r-

-.:.. l' r- C'rt J .s·• ,'lft 4r(. :.'•' """ 'en ,._.,u dlo~ ~t\e Como'"'"' :.: rem•••1 :- -:m c fll r't'\ c \IC"f .... , •n.c._ t":" ··· 



1n ' "dtt•on. ro ~n•oement cnanges , t-"t •t: "'"~ oeer St:vera, cn.nges :o rnr Sot re o~ ::l.rector:.. ot the CotT\oa"" 

JOM 0 Crllwforel Thoma'S G Keele J ohn V Lee• 4n.:1 41befT t. WooOwl •ll . an ""l~•ne v w~::'l tn~ ltrm ot Meun 1r..j 

SmlOn •n Monneeoolrt MN nave toon ec tl\e 6o.1td Ma•C I !it ~•e• ana J• ..Joseol1 M Eac•m•n nA •e •esognec 110,. 

!he Bo;,IO 

J. tone n.llndt"G goa l ul tl'\e Companv h11 our to •e ect • votum~ ol le• en .. es mn wo.,. •c • neote 1t 1c o r tss•" t~ 

u 1 secor\1 Iter tetec:ommuntct iJOnJ comptnv wltn annu11 •r venues "' excess cl • \ 0(1 m•ll•or. As a 1e ro.,tt ~· me 

•cou•SJTlOIU ol ETI tnd 1\11 1\>0teouent tc Ma t en 31 , ' 99 7 o•o lorme 11\nuat revo l\l.leo u coea eo $ 106 m•ll•on Ia• 

~ vu ended M••c:n J I , 1 997 &sec on lt>e pro lor"" revt """' tne Comp&ll\ 1'\aa acn.evec •IS ootecttvt 1 1\Cl w , 

locus ns tutu•• efforts to ttrtPIO\It prolm1bohry a no c asn flow& wrule cununuong to g row •avenues To a c:naeve t'>~· . 

oc,ectrvu, tt>e C.:>~n~ has tmote m ente C: 011n~ to eonaoho"e •u ooert uoru u daJcussea unoe t • Consoltd,toor el 

Opoflttons • 

Redun ton ol Transmwton Cosa 

Thtoug n •nctease<l economies of acate. u il)lt!Uion of · an-ne t • ongonatton and tar.,.natJan ol tr • "~•c 4 1\0 gruter 

~rtna.SinO oower reatl~tno tram the mergers, tne Comoanv uotcts to ruduce trant rr"u •an cons 1s 1 oe•cen11ge 

ol tevenUt. 

To COtTtJnue its~ groW1n. I7W Cotnj).tnv wtiiiOCU$ 11:1 eHoru on ontemal a tea. 0"'' me put three v .. rs, til~ 

Comoanv has primarily ~ trrough meroe'l and ~ ~ I7W Comg.any will C0'1t onue 10 ... k merg~l 

u"'))rtUrYUas, thla nratllr( 11 not a""":rted to t.a t n• Q<rtnarv vehicl e t or 11vano.~• gro wtn. Curronlly , the (. ompany 

nu ttvM diatinct ralu dlnributton c:NnMll ctvough wn.c:n the Compeny nwrt.eu It t>fO<Iucu end ••"'•cea: RataJ 

or direct buslnea u lu . aoenu, and u:soclatlon orogra!N, Ilea S ALES ANO MARJCETtNGI. The Compa ny olaru 

ro dttaa 1t1 anr- _, m tne ~ relailllf'CI aaooenon or~w•m din11buuon (;hennala •n an a Mort to aggrc&SJvalv 

grow revenUe tnrO<Jgh Internal A lee. 

- lle Company has thr.e lll'lrlTITY ~ dmritxltlon cl\anneiJ wmwn •u '"OQ dosu~~ea t&lecorno.,.,.noc.avons mant.enng 

program: the aoem, buiiMU raull , lnd IUOC:tllron praoratm. The Company ptiiT!a rlly locupo Its •Hartl • no 

upan soon philoSl)pt1y on tl\e retail 11\d auoca.ttlon program cna r•ne la w hel'l 1no Coml)lny be lte va a tl c a n t u lru 

oru ter OtoliT .... ,QlN l nd rnaon tatn Mner C:Oilt701 o f Ita cu~nomel bau Aooro>rtmetetv flhv QflfCertt of ~t il en>;-tlnv•u 

•• ~ dttoct our.~u retail A.lu personnel 

Busmes:s Rt-l~tl 

The Comol nv 's tellol diVISIOn c-urrentlY concentrates on commerctal cunornets , whocn uae long d•llance J l r\lteot 

mo•e tre~ on neei(O.IyS CIUI1"Q ~ bualne.ss hOurs. u c:omoareo to res•ot nt•• ' u letl Wf'D tend to plt " call s 

more lrea.Jently at fllgftt and on WHkencu when ratu are lower. The t:omoany bellevu tl'\at commerctal :u~c.mer1 

t eno to u se long d osunce Jer\lt c:u more ofte n and gentr~ te m ore Doll l!lle mtnu teJ than ru .oe ntoll ~~~.,, the 

:l)rno"w cunentty tlu reuio ulea Otf1ces <n I.Ov'" ' " ' · Virg1n11 Monne>Ota , W••cona•n lp w4 l>vutn Do .. au -'lor;~ 

a• <; :b lo~eo•tsq lle"' J e ruv. Pennsytvenae M~rylai\C , Oo~roc:t " ' ColufnO•a ono l ll1 noos Tr1e :.omoonv w•mat~l• 

; et! ::;,-nme,c•~ 1:\J.Stotneu <~'~ltrt montrllv one~ ~neroet ot • oP<o" '"'"''' ~ 20<' to t lC,COC -r., • . 'l,t•" .• ·•~ 

·" eAoano ftnel tun h et d e vetoo Ill ! Otl ot a tu '"'C" ttt•ovglt II• • 1'1111ng ot ooootoonal •• ptotolllat•vu 

., ,.. - ... ,...c.en~ ... , • r'og.r,,..., '~'WherebY 1\ 4!r.:ebi4 Sh es el ::h.I~HfC "lat• o:m, •oreemef\U N tt n '-'4'1~~-~s :·ide ... 1 :::.,.nest 

•.:,):.: ;· .cn.s L .. rnarxe.t ts o,ccuc:.s •no 1erv•ces to rne mef'I"'Oo'l< of ~,... , ISSOCII t tOi'\ l)no~, ··ua :u:•a' ,r ·r • 

-~r,. ~,. tOf1JUn.-"'"":'1lf'1 .....,,";..,the '""'0.t)0" ..v•ll ~ah'"" rt l"''~ rr• mt..e· -' .• t ' 1t tt svr. •tlctr rtJ ~\.I='• r • · · --. ,. ,. • • 

· -,r :;.r"1tanv pnmaruv t rHD'-C" t ~ll!tnltk.e t '"'0 ana thre e~ ,..,,w .-..''l&J4• ;tMI In l!f•l: '"•""Oe · -:"' t.- 1\ ' 1 ~! • 

•I< - • &'Ia .. t ::•s e~ .C:• •• , I t' • o• mo-n1ht'( t r • t ""'..a " S .,~ ,..,r •te,; -. t '"..t t- ~Mt•' • 1'* • .,. 



MaS'toi lJOtt~ ~IQrt r\ on ·e XC"II.JSIVtl c on \ 'llCU 'f"t l1f' :ne .: ~~oaM-v :o l fitOr e~~t r'! : r'!,t 

~ e~··c e~ to e no \J SIH) f he IHJfU'H"~ Me p,rud 11 f'~u • .ac(~ . Ji" Jrn•!l.liOtJ on ea r r. \ f!' l . 

rrHltfHa•n tri•S c;r.,nnel but 

ASSOCIAttOn t)tCgr~ms 

Ratecs ana Charges 

1•!:-' a "\ir .1N1 , t• il U \ fH1 Q Jl~ .l f l,. t 

• •• C ·· ·c. 'nl J .. I ' ' ' --1 ( -trfC' : 

Mar\agemen t u:::ec:s tnat u s ra tes Will oener• llv rematr> comoetlttve vvtt " •a tu cf1a rge c ov lorw ~:sane• : ~r:,e·s 
s..ch as;. ~&r MC! and Spn~ ana o(t>er ·common car,er s 'i hl! :ra.tngs re••·t~d :Jv ~ustomets o r th" Comoam anc 
ethel long d tsu11ce earners m•y d&crease '" the lutv rt '' a nd to the <~'<'tent ;. - .!;- •ur.:r>• ' ' "out: • • •ts • at~ • .; ee 
• Comoelrtlon • and • ReQ<JI.I T•on • 

~Co~ c:Nrgu ru CUStOmers on th~ b&s•s o l m•nute.: or oa~•al rr•nutes o! ; se • t ••te l ,..h,c, "'~" .ary ""' " 
ft1e Ot.ance. diJrat!Oh. !lmO! o( Oa'ol vel tyDI! o f .:a ll , ihe Comp~nv p erlorm1 ru o..., , o•ll•no fuf\Ctro ru tor mor. a t ~ ~ 

customer baA, ana also UU5 tndooer,;~em btlltng .cof"o• n•es to •nvo•c~ c:e,.,, C-S':OI'lcl$ 111 =ontui1GliD' "" 't" :~ •" 
lo~ ana long dittanc:e telepi:IOne blll.s. 

The C:~'alaell~ •• 100~ leued, d lgttal fib.fr ' pnc transmrUlon fllc tlrl•es. Pn~N~rv fiber oottc vtonaors •ol 
!he ~"Y •nclucle \rVl{T tl and MCI, The at fac:ditJu are Ullfized pnmartly Dy I he Company loo 11\e proHStonong or 
11s a wn teleeommvnications networl<. Feciliti•• ar& 11so leased on behaif ol tile Com~ny ' s w~omers to pr..J vooe 
onvnt CUS1D!'I'le' eon IIC1lOnl ~o !he network. The ComclMiv '- tr>ue t.c:illtl•• at rates whoch ara I au tNn thote 
cnatgec:t'm iD ~fat !he uee of theae fac:ilhies. In addinon lo the venclofl nameo aoova, lacllinu from Bell 
AU.nnc. Bell S01:1th, Ametttech, US We~. NYNEX and MFS are an rnteQ!al part or the Company·• netwo,. , 

The conts~Gd availability of c:o~..tfecllve digital. fiber optiC transm•HIOn iacoUtJ .. 1n lfle Company· s 1erv•c• -•eu, 
u well u proper plal\(\lno of tile utilixatlon of leased ·tr1namis.sion• facdit•es. oa cnt•cat jo the Company'• •n•llty 10 

PIOVIOe ItS MfVlGH On I PfOfitlble bali l o ., 

Tne Com~nv comracu w1th other unCiertvtng telecommvr .. canc>ns c amera to prcv\de ongrnattng ana terrn•!1a !tng 
tTinsm>QJon of calli tn area' • wh4ore t/la Comoal'y doe.s not deoluv thelf own facilt!lu. These faclht•u are c ~r~~er 

Ia~ and 00 not carry a fixed monthly cost . The ComPany 041vs tho canter. on • per m tnc te ba .. s. out •nv ca lls 
wnrch tre transmr!ted over rhese faclllt les. 

The Companv 's t.oiT\Cli.Aemed networl< .-w•tChi"' eoutPmelll routes ~~ ·c~lls to ~n.:" OeS1ll'l• t•ons on a lean ';OS'1 •ovlt. 
b4iS>S. over tt>e l~ned ~poon f eCJIJVes. In aqcjruo., to n"two r•ong , tho Con;parw ' i .... ttch;ng eCN•orr•nt ventld 

m~ ~S101YHt•' s QlelfalQnec authot~utron coo e. or tM te lepnone. numoer CAII o<l ••orn lr a l£o roC'O• d < b•llrn~; oo~ra 

tests U frtS,.,iS.SIOM t•cllftuu • nd monttor-.s syStem cu.J itt;Y anc performa nce Attit the Sub~eoi,.J e nt ""efg e-f\ :nr 
:omcan>r ~!J fOYr IWttchea. to w r·ucf'! .. , )eased and cat.rt e t tac ,,t,es tre conncc teo . · f\ese Jwncr•es. ar ~r roe: ~ l t'C ,f\ 

Eaton Rouge ., LO\JI~tai"\A. Westuf'lg1on !j c 'h'tnon.a . Manne.sc~ a ane :vlpc Oe• J irOin•• 

.: •QI\ 1 1 ~I'JttCI"'..el •re •ole! t O n te rle t: " ,..-t U'l •""'! :1g1~ at ~' .t f'l .st'l"' • s..l .a-r 1AC II Ti t~ lea:,'(t! : .. •..t•c .. Mtf -' f • rtJ At " n: r t 

· .a.r .o tt T'Jul~tPif! tr• n~•s-sto, ct\• n nel) or .t s•ngh~ ene : ~~· t: ":v ~ -=~~ lt i r1 · ~e SSJO• : : n :. ;; ,,, ... " \~ 1 ' 1 t t• ~ 

.. •-: • • c~!. ~t ;1f! t '0' cu1Hrv af\Cl e.t le <: t 1:'\Ai n !an • n.ce 

••lt.o'' ' ·1.:t .s : ;,r ~o · ·ec '"~" t • Ciav 's · ~o~" ,, ~ : ...~ s· .Jf~a ~,. $~ : 01 ..., ,r • .~ ·o~:o.rr 

' •r-- ·, ·-·• ••r vltCol ,.~ • , 4r'! Orr:a : 4n • trr •a\ ! •. .'(~ +"'. Af\C uwr._ _ 



If 

,., ~:lditiOt\ 10 the cu~orr.er bun n..lted above'"" ,,.,. noergecs wun e·l '"" NT! t ne Coml>'!nv nu t:)mtll e!eC: 

merger!> wntl Blue fi.l(l~ and Urvted W au Bolt> CD~n·es 1\ave hoS'!onullv ~~o•r• eroceo nrono Intern~! orovvtr• ''Qf"" 

:f're'' fe,s:preC'lll.ot u.Je.s dt.rn'lb.J'nOf\ d'Y,.,els ana ere e~oe t eo •c c~n:•nur ~··e~r: !"e:f'\Q ~ .J.It1'\ouQ " ;h~ :~r-~t:a,.. "" :::: l f' l 

:c. contmue e~.l•Uotrng OPOOI"':"Jn;t,e ! tr.ar mal/ ans~ c,,t _omc~ny ooe' rw t - !e .... • · r. Jdj ,eh •0 0 "' ta~ " ' ;:: ····u; ·Jf" • 

4 ~ ~cou•s•l•oru to grow tn• Comoa11~ ll • e ·Recent :Je• e•ooments-

Til~ Company coiT\petes w•tn numerous "" te re>tcnanoe car/1e rs ano reseller~ some Ql .,.., ,,., ar. subs:dntlallv a•ge• 

~v" .ucnant• bll~ greater linenc•al tecn n•c• l 1na mt•~ew.,g rti>OUrces . or utili ze t•rot~ tr anJtrn•u•on rv nem$ ; " • ' 

m: Company AT&T tt me d01n1nant suopj,e r ollono O•Sllnce serv1ces •n .ne Untteo State~ lnte rL.:. T A IT\It l.cl " " 

COf'1D.Iny fiSD COI'II,pelu With otl\er natJOt\11 •nterucNnot cornell, sucn 11 MC I, Sount WorldC.om olld •eo•onat •ong 

d•mnce ~ele c ommunrceuona comptn.es. Ul\der the T t lecommunrcauona Acr nt 1 996 !Telecom A ell '''-~ en$u'" C 

federal 1no state re:r-otatory lnltlattve, , the mtfO<Iucuon ol loca l e.-cnanoe comoe 11t1on esubhsnes :n e c•ea•cale ·o• 

rhe Rea•onal Bell Ooerenno ComP'!nU!l (RBOCsl 10 ptQVId O on·••o•on IOterucnanoe long Otsta nct SefY•Ct:.S -1\t 

ABOCs a1e currently 11towed to oHer certa1n "lnclOontll' long d1stance serv1ct on-rog1on 100 to oH.er oul-ol·tegoon 

long diSlance ser.ncea. Once me RSOCs 1 re .ano ... ed to oMer uHeg•on long dtstance servl!:es . tnt \ coulo oe In t 

POSitiOn to offe r single source lor:.l a i"' long d tstanct servtce 

Tile CoiTipeny believ" tNt the pttnCIPtl compet111ve factors aHecttno 111 market &Nre aru pttc•no. trsi1•'"'Ss•on 

ouahtV. aJS1omer servrce, cost o f undarlytng f.acilttres and , to a leuer al!lent. vatvo adO"ll se rvu:11s. 

The CorrclanY b1' .,.. tha1 rt ~ta etfectlvelv wrttl other ll'l'tet'excllange ' ' m ar• ' "" ruellera m Ita aerv•ce 1re u 

on t he billa of cheN factors. The ability of the CornDAny to compete tfftct•ve lv w •lt oeoend upon Its contmued 

aDilltv to I'Nintlln ~ ~. rn8IUt 111111~ ~n a t P"C81 c:omoetmva WTth tN> .. c:N tged by •11 com~~e o1o• • 

Tile Company' a obfac:tlva Is to cor.tlnua to expend lu c:v11omer but l)flmanty tllrouCjh lu Dusmen reta•l ai"d 

aaaocinlon oroor1m rr.a,..tino clunnela. T'he Co~T~P'!ny O.lievu this matagy. "' corvunc11on w1Tt1 the onc•eued 

QUrd>aSir ~ r-..ltJr'O "-' tts rec.nt me<Qt<'J c- "Rt-eent Cievtlopmenu ' l. Will ona~e 11 lw c:ononut to otmun 

favoraole conu.c:u from Ia .. ppliera whoc:ll w ill allow rt to ,....nta•n 8dequate tnllgms while oHt nno tugnty 

competJtJVe r:>nca for ita --..lea. The ~nv maont81N tts ownln-houae pllllno ano customer aervu:e ooerattons . 

I'YhtC:h along wltn lu abllltV to oHer r:ompatit•ve J- oiCe, orovodel t"- Compenv IN! lltx•hililY to t»1lor '" tervtce2 to 

me •t tne ever cNngono communication n..01 af ru cue1omer.1. liowever, no assuranc~ c..n oe Ql¥en tl'ult lh~ 

Company 's mateo•u wilt connnut to be 11.1ccessful 

The Co,._ny p;pecu to encoumer •ncre.aaad comoeut1011 tram t>otn the me ter commu,.c:at•on cc..noen.~• ano tnc 

~ller ·~ c:~roe~ lo IICklroon. the ':ompeny. may oe su!lfect to ~101'1111 CC'YII>'tmoo due to.lne r nllc-tme'l~ 

ol the Telecom Ar:t and thl devalooment ol new tecl'lnologoea. The telecommun•catton• ol'ldunry •·• •n a 1>'!!''10 o f 

re[lfrl svolut>on mat1t.ed bv tile Introduction of new oroducts and .. rv•cu t l'ld trle c'hanQIIIQ reguiiiOt) on¥110nment 

The Coml>'!nv t..lte" " ru ~rateg111 ov1ll put r! on • PO•• t•an to continue to af' actl ' tlv compete "' tn•s •NluSiry 

Thoo te rms l ncl coi"CttiOI'U under wtuc.ll !he ::ompanv cro¥ode' ttl~ra>mmun• c •tl oru o•ooucu Af\Cl 1eu•c;es ~re wbtec! 

tO oo" ernmont reoul• uon Federal •• wt aNJ Fecs er•l t: ommuntCAtiOnl Comm•s"I.J" 11- C :: l eQulattOM\ •oOI\1 ~ c 

'"1~tS'i;.tttt l r"C tn, etna tronal te tecommunrca nons. wttu,. oarucula, ~:ite regulatory aut "la r c.1 "•"t j\ lrt :;O•C ftOn ov~ t 

·~·~tornmu,•cauo IS tnat onglfl~to and teriTI•n•tot wtth•n the S<lmt .,a:e 

-,,c. ::J,..,o•nv ..t clas.stft iU:I Uv the F-:.c as a ru.1n-com•n• n1 =~'"'''' .,. nc' '"• '~' 0't •.s .)Vb te :• •c S•!J' , · .c ~ r-tH, fet: ... -- ~ 

•e-: era r t-;vi,.IQr .;h~· tn& reeent ' • c&.asal f tc:at t?r c t t 7&- AJ ~ "" On-com•' af'\· ::.er·•~ · " ~s ::• .. .s·~~ . .s • :lo ,...~r 

~t"'•Ce> omy tke _ocal &cnanga Can.ars ILESS1 ~ '• ctus>l•ec: u a oMtnl l'lt : 1r-ren · · t"lc 11rr . s•e- . ' •1110' r.11e 

ac:eu serv•c ei As • con••au•nca, tne ~ -c ' eou• ,.l tf m•nv u' th" •.Jllu : .,•,oe' "' I+' H"' '+., .. .. • ·-,. .~+I. \~ .t 

g rn• terr =-r'VTt. ~h.a t"' tn• c~mcal"'•(. T.,t : ::. I'\ a "Q OIOr>Oi t C. tt·•. ~'>l' MC ?uti\A 6: e ll - d ~' a. ,c -"';: ., u•·' ' .:;.f - - j 

''" '-:; ::.-~• :.• •l!l g•on •rl er.Jt~te' tr)t er·e, ::;·.· ~~r ~"-.nC:e f t:4 e:;.o • A ~ e':: as ..,C: .. ·CC,..~~'". IIl f'l ' ... ,, ,_ , \. l: -~v U : s., · · 

se,...•:: e~ 3 (t o 'Tr f DO th • n •rfil1tte or tT\e RSOC t .. wl t ~:HTlOht: l ..v tth IIH":i lf'"l ,t'..,ci""'a' s ~cl fA1 •0'" "l• ,,. e- r · t <N~ 

"''' t-'141\t 1 f!.l~et tot tf\t ;{80l.s to CO"lOCCt O•'eCtiY Witt" · ne Cu:MlCl• n., •o· ~u, . atr. o~ · · r )...,t; ~ " .. .. -. ''" n U·•I 

0~ • • ~e $amr- s e t:a r j!J0"1 ICQ\,jtf c: ""'e.~tS •· •~ ·-'' ro fUI t •• a::rl• . _,bif : ,.. ff 1 ! • .:.t''" " ~ ••4 "':jt~ f "C' ~: · ·· 

r-: t~ • · ~ : · ~ ··o• .lero;tC as •' t"O~oJ gr P')e- ::::. _,. ~t_., ·"' • :iSE ,r"! a l ~tl * .. ~ - •• · 1r.. -: tr ·: ....... - A~M·-· • : 

tiJn &IOt;IIMQ Wt'\ftt"• ( CO I'T\OQU v 0 ' e i!M1niCC' t "e'5e .St:0 b,411()r " tHJHit~me-n t • 



Beuuu b, T& T •• no to~ dusrfled u 1 <1ommant c_.rner · erta·n p11cono r es~nat•ons tr>at •o rmerty apclo~o tc A-& • 
have been c ilm•nlled, w1'11Ch ,.,...,. m.ake •t oe.soer lor ;. ·& • to compete '"" '" I" " C::mo•tT~ for lo w YQhJ,.,e lo"'o 
dlr.anee t ubsc rlbe r$ Non-<1om.nar\l car•oer> ore ~w trentl• recu,ea tc lrre m e. ·•·toOI",al tar~Hs Tn~ FCC ~ent·~ ,, 
d9-=s not eAttrc tllf Clne-ct Ov$f $iQ:hl ov&t c.o~ ,u.n.~•C!IOf af\d ~ hrv e1 0' cr • .., r-Qes fat s~""'•ce ol 1o n-oom,nanr c.a rt1er·. 

Sl)C"l as t1'le {Aihpa.ny, IIUIOUQII It 1'11.1 me statutOrY po ..... e r :c " 0 so Non-<~cmll\1 1\( ctrr•ers fie roqullea o, .r.atUI1 
10 offer tnterr.,.te •no tnternat 11 •erv•l e ' under •a le$ , te rms ~nd tanol! ron~ :l'at are tur. . reasonAble ai'C no: 
unoul'y aoscflmlnatory The FC~ hU the IUriWit tiOO 10 IC I upon :omp•• ·~u 'olea by l~oiQ J; frtiO~ u r brougl\t on ine 

FCC's own motoon fQIInsl any common earner . onc!..ltllng non~om•nant earners . lot laolure to complv woth ou 
s-.aMorv obhgaooru. Additionally, tne Telecom Act grants e.<pl1cr1 eu tholll) to .he ~cc to '•orbell• I• om egu1111n~ 

'"Y telecommunoUtiOflll .servic11 provoder on responae to a pe{otoon and ol the •oency detormonu that t l'llt oubloc 
ontere$T wdl be served. On O~ober 31 , 1996, !he FCC e><ltrcosed ttlrs IUthOII!' 1110 reluse<:) •n ardor w nocn. among 
otner lt1rngs. reCJVIIU r.on-doiTllfl.lnt lnuusxcnenge Carriers !tXC~l to c•ncel tl'leor currenuv-l1ied ta rrHt to r of'!ersut~ 
domestiC serv•ces wothm rvne moottts ol tho eHectove date pi ll'le orde.o al>a cron•lirts :ucr, lilongt '" tnt lul\1 c 

The FCC .mpos.u onl'y minimal reporting re(JVII8ments on non~onunant raeller&, a lttlougn ltle Cc 'npa ny 15 SUOf~.c ; 

to cerutn reporting. e~g. lll1d recortl k.eeoong- oOI•gatJons A number o t tne.se rec:uor~:man ts are •m POse-0. " 
lent '" part. on all camel'$. lnd oti'lefl are •mooaeo on certl"'' car""'' wch u lt)ou whose annu.a.l operfl'"Q 
revei'Ue~ ·~coed t1 00 ,.,UIUon. 

On February 8. l996. President Clinton 11gneo tne Telecom Act, whrch parmota , wotnoutlimo tetoon, the RBOCs 10 
provide domudc lll1d ~ long dlmnee 11rvicu t.o cu~om.tt located outl>de ol tl'le RBOC ; home reuoons. 
cennrts I ~ RSOC tO provide domnllc lll1d lntefNtlonal long dil'!anca sarv•ce to cu~tom<~~(l """""' •ts home 
regiona upon a finding by the FCC tN1 1 petrtloning RSDC hal Auatled caruon crruna tor opervng up ou roc at 
exdW1Qit ~ to competition and that itt llfOVIalon of long diiUinot HIVICII would turmer m. publk Inter en; 
and remove exiftlno batrien to •mrt Into local Mrvic:e mari<et:a. AddltiONIIY, !l'lete are S>gnrflc:.en t change• ln tne 

manna, In willet! c:errier•to-canier ltrangemenu are regulated et the federal and .uta lev•l : proae.Jure.l 10 re111M 
un•....saf ttMC:• nanc:t.nSa: lllld, pel\ahlee tor unautnornod m otcN"Q of cunomets. The F<:C nu onstrtute<! 
poroeeedi"Oll adelreaing tne irnplemennnlon of this leg~liauon 

On .AuQ\IIt 6 . 1996, the FCC refeu.d fu Firn Report end Order "' t1>e Mener of lfTU)Iement•~on of the Locel 
Competition Provlllona In thl Tele~om Act tt11 FCC lnttrconNct Ort11r. In the FCC lmerconnec:t Oraer, tho FCC 
~ished naUonwide ruiU designed w'encourege naw enta.,ts to partici~t• in the local tervlce markeu througll 
mtercomec1ion With !toe ina.lmbent loc;al axc'lange earners lllfCl , resale of ttl. ILEC. retail Mrvrcea and unbundled 
natwolk olemenu. n- rulu aet the groundworlr. for tt11t1 SUMory cntena ()Ovenvng RSOC anay IntO the long 
disQnce INiket. 'The~ c:arroot predict tile effect JUC:h leQtslatJon or 1M •mciemenong IIQUiatlon• will nave 
on !he Company or 11\e induCVV. Mo·~Jona to IUIV •mplemenuuo" of tl'll FCC Interconnect Or<.~ er n.~e O.ef\ Ill eo 
woth tile FCC and federal coun.s ol apoeaJ, Ap~Js c:n.Jieng111g, amono other tn.ngs. the velldll)l of the FCC 
\nu:.rconnect Oroer nave cean filed on Hvaral f~erel c;ouru of apoeel and d.slgn.d to !Tie Eighth ClrC\JII Co<Jt'1 ot 
Appuls for diapoettlon. The Eighth CirC:Uot Court Of Appe1ls 1\a.a ITIIV.cf tl'll pnc.ng provoiiOfll ol the FCC 
Interconnect Order . The United Stetel Supreme Court haa deciiM<l to ,..,.,.,.. the proproety of tne ..aav Tht 
Col'!'ll);lny ca!VIOt predict tither tna outc:om!) of rl'leae challenges and eppuiJ or the '""" Nil oHact on •t• bu•or•~» 
or the •ndustry .n general. 

'On Oecemcer 74, 1996, tne FCC releasee 1 No t•ce ol Propoae<1 "'u1em1tt.rng INP~Ml see1r.1ng to refo rm me fCC ~ 
GJ~rem ilc.c;esa cnarge pohC•eJilld PfiCtl• 1s to compon ~~~1'1 1 ccmoemtvt or OQtantflllv coMCi:l ll•vo 1oc• 1 peceu 
s erv oce mar~e l On Ma. 7 , t 997, the FCC • nnouf\ced tha t of m il u ye • tel•ej o l grders tr• t · ~I "''"' Jl'"Vf l .. , 

.:. e-·v+-t:""!:. SuOl• O't' •l•oc4tton.t. aoopt v•r,ova rero ,rns t.c tn e cx•S"t tn t; •.J tt nruc:u "~ tc· r t~rs-:..~ t ~ ll (i"C. •l'.A {'ln Y .!fr 
::e.s.oneod tO ' CO\JI.. tf ; c : e:ss C!\afQe.S. Ovttr tune . to rt\010 K Ol"'CtTVt.allv e.f • , .en~ •e ., t l6 tl'\0 t lt'f: r.:-~ -: !\.. l fi J. I,.. P,AI'tiC<JI.t ' 

'-'" ~::: ..aopteo cnange.s (0 ru lite strvC'I\Jreo fe r C.Jmmol" l..ll'oc ~XAI Swncf\ono . r\0 LCCf l -·. nsoc. . ' '" ··~ITIOIIH 
-ne ::c.:: genetaltv remo ved from mtnute .-ofaule l~ :: eas ct\a,rge.s - G .r. l V'1• 4 are .,0" tfiC .J"~C on • Q~J · 'T'Ii f1 l.J t!II •U { l.J~t 
!Jas•s .... u r .su~h co~s be1r.g 'tcovtreo through fla t r 1t~C! cnaq:e ~ A~dtttorat :~•'oes a'\C d et.l~ls n 1 tt~n =c. - ' 
ac uonl .,t~t \0 b• aOCI•UoO when Otae u a t e rolttaJtuJ w •tn+n t r-tc ,,t'l•.f tv 1u1 e At.:.e a: " ' '•' U"' "'a<t 1JHn (' pul 
:omatli le''' H rne Corno• f'y ' s H•n•m,aa,on aostt f ha Como• ,v C.(tn n o t nted !Ct wn f"' P'c' Of no T tn c to& ~,. It ... . tHI ) 
.;l-1. c..eUII'lO . , ,IJ "•""~., mate'1 4l'l lmpac\ uo~n H ' ffrusnelal oo !i, f "ll"\ or t e !tvi~ ; ;)t =:oe,at tOI\$ 

t 
..J 



, 
iht '" tras t e t t ton g d•n• f'\c e t e te c<l.)tTimun lciH iOr:. o• · n r :omca , ., a1e •I s O sub, e c. : 1u J• r ' us s~M .. 111 "'s a f"\CI 

reQUioit:Of1 5. .nchJdang QflOI c e rt:f•c•tiO· notth; <~!lor • "'"i: ·•o:•sll ~U¥Ot• l DQUiter-;e" l:- .Je ~c'•" • :te- _ f""ii..o 111 " • mus: 

Gb~.,' " anc ma•nt• m cerof•c•·•s o' puohc co'' "•nu!.,r;e • nc ~ e ce.as•n ttom teou••tor., • v~nn"~• c.f ,... mcu '~"a' ,,. 

wnoct• •I offers •nttlst&U long uosa nce tr"'ocu In '1"0S1!ll t~se ru,. t aortoo n, : .. : : .:o"•OA'v """r J IJZ ' ·•c 1~ -r ;~ .-

01101 regylatory I POtOVal ol urlHs tot rts "'trasu te o l•e., ng~ :.,~ntrv : "1 ~ ComoA ,..., ~ : • '" • e: a n<!~ .. · ·~e .... •,e •t 

reau~ted to OIOVado tnUISt•t~ 1erv1cr 10 cunorrt t\ "'\ :ne =ontt'1ent • l U,_.,.e~ S•,.le-:0 

f l'lere can be no assurance {hit tht regu ltto ry autnorttou ,., one or more ll m e Sti tes w•ll not 11• e ~c •ocl' ~ • ••nc 

1n f :lverse eHect on the OUionen or ftnanc•al oond•tlor , of tne Cornoanv 

Current and ptospecl!Ya tnvutors should c,arelully consraer tnt iollowong IISI< f~e:o•s , tooetl'ler wotr\ we Dille • 

onfQtml1lCt"i cona tned 1n tt\11 Form I c.«: , on evalulttng tn~ Com~nv a no ru oustneu. In part•cutat , r eao~ •s snouiC: 

nott tr.t ltU Fonn 1 ().1( contains fOIWrd.Jooluno m temenu Wltl\rn tile ll'HIInong ot tile Ptova te 'i eculri!U ..JI•IIfi•O" 

Reform Act of 1995 and Wt actual rtiiUIU could doHer mater all y from those con templateD b• sucn rtattments 

The lectors liiUid below rec~Na.nt Clltlln imporunt lectors 11\e Comaany believes could cause sucll resulu to a• Mer 

Thtll fletort are not intended to rtPf ... nt 1 complete list of me oenara l or aoect1rc "'~ thlt mn a Hcct tllr 

Company. h -"aUld be recognized tNt ather rialu m.v be llQnlficant, pt .. e ntty or on tile lvture l n.J tile 11su u s 

form below m.y affect N Co~?~C~~ny to 1 ore1111 eX'Iant than inolceted 

1,.,. ~-, long di&tance bu.Uneu '' oepenoent upon leue or raMie arrangemenu w•tn flber-ootlt .ano Otflllel 

mlcrowew am.r. tot U. !I wet · ·o.'l or calla, The futurt ptOfltabrlrty of the CompafYV •• balfld o;rpon •u ab•hrv to 

:rar•t•t long dismla ~·call over ~rumo-on taclllu .. t.•R<I h om others on 1 CQrt .. Hictrvl' baS1s Thr 

Company is Jrremty dependent on tlvH pnmary carneu. Ftonver Commun.caoona Servres•. Inc .. WorldCom 

Networlt Servie ... Inc, I"WUTeJ•I and Spnnt, n'- Company vtllius other rtber-opnc earner• to a lener tJ<lenr to 

tu~ ~ CI'WliiPOtt ury~Gea, t>owev•r . theft can be r>o aaJUranee t11411'" the lvtv•• tile Comoan~ 

""rll connnur to hive aeeea on an onoolno bl111, t o ttal'\l1'lias~on lacllltoe s 1 1 favorable ratu 

Tht Cotrolny'a ~reQUires that tfl run\IUlOn eno ~•tenong tt e•l•tiU and other eQ\Iooment be operoroona• l4 

"=rs oet C.y , 3115 days per yur. Lcng dt~n~• te1~ne ~om:>a l\1., , ·n~tudor:l 111~ C:ornot n'i , ~Yt 0" oc-"~'"" 

ud !TillY tl1 11'1e future axpenenc. temporary .. ,...,c e onttrrvptoon o• •0\.Homent lallute '" tome ~•u lc:>oJ!ttng ho"' 

causu ~nd their c.omrol Any 8UCh event l)l.l)efllnted by tile Comp.•nv w oult! lmD&U tile Comtlltny ' s ~bohr. 11:1 

$orv·c~ ou cu .. ome•• 1nd could 1\tve • matertat edverse oHec t on the Comoanv' 1 buP• ~tus 

fiecen r LossttS from Ope,. oJons 

The ComOiny oncvrnc • 1oaa of (t/ .854.()01), tor me 1\scao ve&t endr..d Marcn 3 1 1997 Hr 1o.s tor tne rtacat I 9!l" 

wu pnrmroly due to tnr teaucnon on tr'lt carrvtng value ol ce'11111 u u t• 4r oncreur 1r u ll•nQ. o~ner wl ei'CI 

~emonostratlve e~oensu. 11'10 tile p•ovos•o" fQr lona. on ICt:Ciunts •eceoviDit .LitnOuQh Ill• O:; moa,..v ""' '' or.••.,r; 

;,o: attem crofuabdtt"1 •s tU '"cent acqviSrtiON •'to lnt eg r•ted mote ~vi'., tntc 10~ :vmc:urn s .c.ur-•a1tt''S ,,.,,(,.. :. '' 

a.s.s\JrlnL.e tf\a l thi& .-till 'JCCU' c , tha r tfle Corno1 nv ~~Y tfl arr •e" e a t ::~ a b1~ to .Jwrt•u·• p:d·~Jb•t DUf" ,_. . '1t 

-n.t: :ompany f t CtS !!XCeSS COmpetUIO'l IJ"l DIOVI(Jtng long t'ltltt'l(fl'" t~l ecamf"''\un;t;•t lfi,.,J S•'v• t' t ,, , mt.~"" 

..::lmDe-185 •o, "'n erl.,\TA and lntetU\ T A Str'V1C8I vwn.., f.-& - M - ~onnt ar'd W utU:tl.um . .._f! • t Hr • • , . "' (InA 

41"C r e~1CI'\Il ! ~ : s ""ne' t :l~rmts.sU:He Cet"t e•n .. ' ~hcsr ; mnal"'ll81 11• ~ • st~Of\ t n l,•lh ..,teo· ., ,. • to.e• s et • ""~ 

'·"• "'t' ' ' f e ~=---•: t) ·--~,. ., """'e :omc•n• enc tor-tt • · -1~- ~ ·t .,. t .svvr·r or l:.t.Mflvrt.9 l !a. • ) .tl..ft - -, ,t" .... .... .... .. 

:1moa n>t t': ar J . :.t :.s .=. _,. ••"''Ces 

- ..,,. ':Dmpanv e~D~~:s ~c ,,eou"t ' ' :cn tHl\.1 ~0: .,,..,-: •• • ., ' ' ,..- ..,. :• : :2~~'"'"' ....,,.... ··· '-• • 

' 'C:Iucr,wc.T&i M C . SOt •nt Ano WoriOC.IIT' lr•JCJ•• . • -• · •• cun, "'TUtt.lc<SwU•r ' "" J J :: 4 - g"" : ..... J u f' 

' C.. l lv """ctm~ru ot tne 'T e lecom l..cl IMt df'vt:~it U'""f' ""'" ' '"" "t '"" "'MOIO DI I' l .. f\0 •n c , r.as• J • · ~ ~~.u· • I" '.: ~r t. 

·tan~m•n,o, AP41Ctf'Y 



I'C'•'eUIT'IJie. even lJ'\OUOl" ~iber<O(lt)C N!{WOrlo..s ate t'IOw ,..ICl eiV uaeo lor rene Clr.Jnc t UQrsmr s~rO" t ~ OOUot r• 'l>• t 
! tle desttabilitv o l wch networiU covld be ao ver .. t) • Hectec br c!'lanc" • l • ~nnotoov -h. ~ e leco,., ..,,,..,r,! 1on1 
•r\dUS1.r'l ts •" • c e flo.O of rap1d tecnncaogtc AI r.vo1ut1'-rf· mar~eo bV :l"'e ,ntroauchon ,, r\f!'A grotluc! tHT\oo :.,, ..,. ., !" 
oHettng.s and •n ctcas.mt; sa te lt•~ e •"" tabet · OQ{ Ic ;r~~HlSMII.&& • O" .:acaclt"; tot s e rttc r.s SIMn a~ lO ~,.. "" !te J't--.. •Crc :Jy tf'ie 
Comcany The Company Cll'lnnt predict ""nrc t1 ol manv P<JSsrbl e 'u:ur ~ ~·cc:uc: aM 1-. rv1ce a t-er ncs ' " " De 
ur ;on an! ro rra•nt• tn •U c pet10ve obs• tmn o, wh i t ~.-oendttute,!; r. !ll oe 'eOtoH eC !c: oe ... " loc .. no ~r Civ •cc; suc-
proouct.s .aT1(! serv•ces, 

Vrm..ally •II matkeu lot teltcommun•cal>cns se rvrc es are eo'lr eme t' compelftl"e .no tne C<' moenv .. pec:s ;-,41 
competrtJon w rll .nter.srty on tne lurura . In e1cn of tne m•r~eu rn wnJC~ ,, otfo rs tclecommuntc~t•on s ! L"""Ces ~. 
Compeny l1cu SJgnitlclnt comoetrnon from la rger. bentr f•~nced r'"<Ctirnt>ent e a" o~rs The Company comcet e• .. ,,., 
•ncl.lmbenT proVIders. which have histone ally dOfTJ•f\l tt!O th<llt •oc.at teleGomrnuniC i lo·. n• mar~e ts , and lcng Otna nc c 
cam"s. tortne pto\Mion of lonQ d istance llf'IIC.U . In certatn m t rlletl the onC\JmOenl provrcle t oHers bot~ loca l anc: 
long distance seiVicu. The ln<:1.1tn0ent LESS presenTlY 1'11 \lf numerous Advlnuges u a reSUlt ot tl'letr h iS1 CIIc 

monopoly c:ontrol of tne local exchange marke t . A conttnuing tr~nd towa•C Ousmess comt:rl"a tlons a!'d ellrances •n 

tt>e ta~ca1lolw industry may ~eate lrgntficent new compo>fltors to the Comcenv l'v\any or the CJnoconv , 
UlStlroQ end potentJaJ comoetitofl h11V8 finenCIIJ, petS!lnnel lnd Other •rU OUtC81 at()nrficantly g•eat e r tn1 11 ti'IO ie ol 
the Company. The Cotmllny a lso faces compttruon •n mon marktU 1n whtcl> It o pe rate• from one or more 
comperilora , tncludi!'Q competrtive a co::eQ provldtll !"CAPS"I ooerat1ng ffber-ootr c ne tworks, tn some case~ .r 
confunctlon, with the loc.al c.able Ullevltion operetor. 'Each ct A T&.T. MCI. Sormt and Wortl'l!..om hu •ndrcateo •u 

IFTia1'!DOfl10 atfw !OCIJ ~ .. MCII rn mator U.S_ marqtJ ul!ng oU O"'n !actlttte• or b y leAl! ol l~e 
LESS ' o r other orovidera' Mrvrcts. Other POtel1tl"' comoemc•• •nctuc!e cable teJe V1J•on aomPI'n••• w•telau 
teoeoho«• ~a. eleCtric:~. microwev~ ~me,. and prt • e te n.twotll.l ol Iaroe eno uaers. In edd111on . :ne 
Compal)y comoeta with taJecommuf\l~non• tnaf'IIO~ment oompaNu wttll rnoer:t to oert11n I)Orttons of •U 

ru~~ J 
Under thto Ttleoom Act and ltlaltng fe<let~~l and lltlte •egulatory ;ruttamru. b.amera to t·ocal oxcnanoe compeut•on 
are berng remo,.a. The lntroduc1ion of tuc:h compentron. howevet. a lao uubliii1U the precllc.ate lot tile RSO Ca 
t o o•ovtc11 ltHft01on tntei'P~ long dl.un<:e Hrv.ee•a , The RBOC. 111 CU!Ttnttv e llowed to otter cerurn 
"b....,.rtal" ~ ~ ~ _..,jo:;n in-tiQIOt'l and to oHer our~f·•eglon tong d lsta('Ce sefV1c u.. Once tne RSOCa • •• 
1110-..,.d to affef ifwagion long dllltlnee aerv1tea . both tnay and tna tovr tatQ .. t tong di&Unce c:.arntta lA T & T, MC I. 
Sprint end WartdComl ...,.. be Ina pa..oof, to Offer .. not• •ourca toc:tl and tong distance se"' rce ~Jmrlar to tntt DeJnQ 

offered b'( the CompatJ'f. T'- Company axtlecTI thai U'U! rnc:rtlted "''"!letltlon madf. posSible bv regula tory tefotm 
wrll r-.tt •n certatn p(>Clng and margrn preasura in tha domestiC tlltcommunt~UQnJ servrcea OuSineu 

The tolecomrn.tnten~ON ~ 11 oubjec:t to ri OOd and aogn~fic.an t cl'llr>QIS 1n tecl'\notooy Wl'lrt e me C.:.,.,oen\1 aou 
not trelr<t\11 !Nit. !Of the toreuea ble I'Vt.ure . tt>eu cntngu w rit e •t,..er ma tena lly 11"0 IO~et sely otfect tne cont rnueo 
use of filXf ~PtJC caDit 01 m.tenally IUndel <U abiliTy to acaurte ne cess.ary tecMoloO•U. the ef1eet o t IOchl'\ologrc " 
ctunoes. rndudlnQ c:h.>nQa fllllllt'IQ to trr>e tlltnQ """' ''" ,,.;~ "'"eleu t ro n4mou>oro oi'Cl .swotcl'lrng tecl'onologrea, " " 
me bvsmeues of ,,... Company Clnnot be w ed C:t o<l 

Rrsn ol Mntnclfl Levrtrage; DetJt Sen-rce . lnretesr P-1 rt F/ucrulr an>. Po~rO/t ReQIICIJC'n~ rot L•QUIC!tro, 

and Resrncr;ve Covenana 

1,1 Ma y 1996 tfle -:omn.anv e"t t rec 1,1e • l .t..:. .: t. :iOO ! tcC:tt ,.o ._ ,t,•, ?9~ :- .u .t•ll t. ,..,J .""' • ~.o., , ,.t IL ... .... : - -:t t l 

a •e vel\'t"O credtt ' • c•hfY •"" t.ttm IO i fl r.ae ,fl ty 80tr0 'N if'lOS ul'~c' t t·~~ ' ~9 ~ =•c ,utY 'y .... ~,~ .:~.sec IG ·e cch , n • t t1t~ 

Oebt ftctlttv B0"0""fn~· Jnde• me tfv Oivtn<J ~leCIIl POrtl011 ot I"C I :3'r Fuolotv "'•. nco nc •~d 'he · · · -. • 
~ t , , 00G. 'JOO mt,uS. .,., redUCtiOn H"l lmCJunr the ID,CJ Ctl' ~bv (lev~· l e C\:Jtf e (J .j f g~' J ' r 1•c;t0l(l I f • 1 '- ~ L· ., , 

9o"o""'~"OS under the ' ' ""'"' '"r.l f1c111ry b••• ,,ntotdT •• t"e o r•"'• •• •• or" ' " ·~' 1!1 ' 6r "'•• • J • "J9 -
Eolrcwii'\Q! I nc' u,.. Q.I t;l tn-•tt ! l\ o n tn• revolvtng f • tUifV . , . "V•"•VIf , ' '-'" ·~ ·~6t\,Jflr,.t ut lrte "b C' ll:"t ; , _vi'& 

•3.9S. At•.A• tc J• ·~~~ CJOHQW&ng& ou111~no•ng urd tlf ;r,'l e r~voh·m~ ·~cth~ wefe $o4\: ~0( .., ._,-o ea :::.r::.,.... •" t 
AllA-' r . W~"' i t .,..@' t lf•GI"- 1"' ' • t.ltt'\' · ~ M~tCt\ J i 199,.. NA$. ) ~ e:.: j(C ~s c j!r '4 1 '!-f' ' 99"" t s ( HI' .... "It" --~~• r·. 

·· -!!> 1r1~ AitONeG :c t.;c:f""-=-" ) ,1 :=-: 000 ur.cer o l tt rn oar '•C'tu-.. r ... ~ ... e:.-. c•r -$ ~=• r J t: ~ ·.:. ~ ::;-J - .r :ru 
.... stDII~i.s. or I SC : :-!' ..:n .. ~ J c~·uf!C lnterl!st , Tht. ti'"T' lr 1r- • f!AH ·:• ~~' t.r s• _., ~ .!.• ,... : ~·! :. L~ .: ·.. ·r , ~ 
•.• at""; - ~ · ' 2~- .:.: VhH:n J• 1997 tne ,,. • .,nt: t :l• ·:-- 1r< r -; _.,.c , · •'"l r; , ,..- ·~ : ' • .. as · ~ ;- '.l,. 

+ . e$: J M [i,;! l~ I " " oP !., e d 1Se lS- Of tn e \._ ~moar'IY lt1ClUd h"'\e :ar~ltJll' A!~f'! 1 ! • t -t«•, • L•c s . r.c uenf! d , • ..,"Qi ti•~ · ... , 

-;+:l •"•fiOn or w11u:r1 +f'lcluce.a ~t ,A I"'Ot hmued 'G ll'ttli ~ CtL.:.. c·~~ .... ., c:.., "' t-..t.: pi a n: .:,. s t· ttt.1 •• -'r." 1Ht0 •• ~n~t l 

Ate: jlt:C.Je<J a) c..oll"t e rl! unoer tne ~ 997 ~ actin ·; Tn, f ~9 :' r 1 ~... :~ ~ f ,,_ , , • _:.r-\t:outr•l e: ~o. , .... ft''l.t •r • .trh ... I• .,, 

t)~ra:1 ng c:ovcn•nts "''"HCh mclude m•n'"'V"'' •• ""''QG ,;rrq A •"" ~ .~ 4" u <w c r• 'W'• •t tCil 



Be.:euse of tr>e o~~vng lou l nc:l •e"'lttng o ec lonc '" JlOClo.hoiOetS eO\ti iV •eoorteo ov tne Comoa nv •o• tn• y ea• 

endec MarcJ" J t . 1997. ~ Comcanv wu no t "' : omot•enc e wHn c ertl • fo nancool covl"lf'lt~ conta•n~d ,, 1t1 benl 

::rea\l r~ cohtv 4ccord•norv the Company •ece1ved • ... , • • , oNitn respec: to t eru 1n o l aucn cc veflanu " ""'' •n ~~•'O r• 

as ot Mat~n 31 1997 A• a ru ult ol anc on co11nec t•or wnn tne m t fQI ' tr•nu c uons tonS\ nmltcc "' •..<,_ • 9 r.· 

~ Como~ny comphec Mtn certJirl\ ol tl'le f1na!IC111 covenan iS, enc:J has nego11a:eo : en o•n amol"dmenu t £ ~~~~ c•ec.· 

1 1Ctlorv to reflect el\at~QU 111\11'\l!IA oo,mon l nd 1111fC,o attO rn•ngf~ '" 01.11ne ~1 r..reteg tu ano o~• 1 11n~ 'Uvll~ 

u sqo1ted Wtltl SJCI'1 vans:.ct10n1. Whole men1gemen1 oelo eves that tnt Co mcer 1 ...,,11 be 101e ro comol r • ,,,., rn~ 

reneoonared loi n lgrltmtnt. trletl can be no ISIVIIMC I IIlii tne Como~,. . w oll 1'101 ·o ~u·r• I Od•tiOMI ' WOiv~· · ., 11'1 r 

fUT\Jie ~r ' ~ell w11vers ere IIQ\JtreCL rnat fho tenoe t ""''' g•t nt ttt em 

Th• Como.onv has ,.ld no caP'\ d•v1d ends on 1U Common Stoc~ l l"d rtu no oreu m mterwon ol cav1nQ c:ash 

dMdends.., ttw 1«-111:* fuMe. It IS tl'le P<e1e11t policy of •t>e Bo a ro o l 01fecto•s to reu1n all u rn1ngs :o crov•or 

lot~ !7owtl'l al the c:omoanv. Payment ot c:u n d1vt<:t encu "' tnt f\ltu•~ will oeoenc • mong omer th•nos. ypnn the 

Company 's lvture N I'T\lnQ$, II QVIIements lo• cac•ta l Improve ments , ana ooe ra ung ond fonanc1a1 candt!IOhl o l tnt 

Company and other tacto•s deemed relevant bv the Board of Oore ctora . 

.Acau~oon ltlrltg,.,oon 

A mato r oorvon of the Como-nv'• Qt'OWltl In ,..cent v .. ra ha1 lftvii.O from t CQVIII!IOna. wt\1ct> tnvolve ear,am 

~and tlnenaal riltka. Opecello<161 rilka Include the pn~ ht an I CQo,niJitton ooea not ultlrni!IIV orovoee 

:N benefits origoMIIy ~ted by INNIQef'lel11 of t he ac~ltat, wNie me I C:QVIf., commual 10 1nc;ur opeoatmo 

~ Ol ~ ttw ~lcaa lonnelfV l)f'OVided tr,· me aCQUired CClml)oll'y Fina~l nalu tnvolve ,,.. oc;cvn enec 

~ lnclttltldnea by the ac;oulrar In Ofder t o effect tt>e ac;QVillllOf'l l nd tt>e tutiMQVent need to q rvoc e tNi t 

nleDtadnNI. In lddhlon. tt>e ~~of :tOOl( 1n eonrMctlon w1th acQVta ttlona 01luteo lhe vouno power anc ;n&y 

daut. c=-ta1n w.r ··- ta al aDalrlg .,_lhoiOata. 1n carryang out tu ac:QVf~~t~on nrategy. ttw Company ' " '"'"'' 

to 11wwtw:a tr11 Nlr. of UIICWI*I liebtllhlu ~ c:ont~~og~~oc:lu aaoc:sawd wnl'l acQUw.O buarnesus tl\tD\101'1 ptanrvnc, 

""'aDQalolo ~ ~ but tuc:h ~ed ha~e may neven~Wiea eccomoanv e.coulsrtJona There u n 

be no ...,, .;,e v.t tt>e Comoenv will be evace.aful '" •Cia ntJtyang at111onve acou1al!lon candlda tu o• complanng 

additional acQVt.ltiona on ttvorable tetTfW· 

Addiuonalty. actwW1Q tr'e P¥MCI*I t.ocftu of tt>e SuONQI.Iefil Me•~•• will deDend 1n ~, upOn me on1fgratJon of 

tr>e buSineAel ollhe Company, NT1 and ETI. In an effic:~tnt I'Ninn.r , 1nd tT>ere can ~ no tJ.AJranc" tt>.1 tr11a w111 

OCCUI The 'D'Itlli1!on to 1 combined como.ny vvlll leGU"' ll.llln1n1111 • n enuon from m.naoement . 1 N IIIV\toon ol 

IT\INQimtiYt ICUVltlll end lilY dlfficultltl encoont l <ed "' IN t rerurtton P<OCIU could 1\ave en eoverat eHec~ on 

_ revrnpor l rv.l opetefJng re~lt:J of tt>e combl"-'1 crmj)jlny In .adltton rh4 O«'r.ecs of ~ombt"""'O IN va roa<u 

orot ntu tlons could c- tt>e lnte t'T\Ipnon ol , or 1 dllt\iCIIJOn 1n. tn1 eCtlvltlll of 1nv 01 ell ol the eomPintel 

~. whtcll CD\IId 1\aVt I ~""" adva rn 1ff1ct on tNI>I comOineD O~fiiiOMf ~rc Cln b t no esauren~ll 

ml! tn" Compa ny Will rulin any of IM entte.ueted bene flu o f the Subaeovem Me•o~'"· 

~ an t7le IOtegOIIlQ. durtng fl i C·II 1997 tna Como.tn\1 •ncurred •mDelfm•nt •osses o f a pptOAII'Nitelv 66.29 1,00(} 

on tne carrvong v1k.Je ol cern an onunQibla eueu_ 

- nt •: o mPI MV IS SUIIJCC! lO I hUITlD~r Ol lepel ' "" oegcJII IO,.v OIOC,e1tMt;lS Wholt rnc :amPI II ) C•Dh oveS !I'l l :no 

cosS'IDit: out come o' ln ue ~ners . or a ll of therr. -:.omo mea ~•h no r tt• ve • me1e•,.a1 •C1v ll'• t • t' r1 . ,.. , "" ·h~ 

: ..;Jf"\\an't s coruohctattte 1c.autu ot oper.-nons " ' unenc ta• po••tlO" 110 •••ulluK,. · • " tit o~>-·wr ,.,. " '1'-1' £ , f P a.....i• 

"'Ill r,o· oe obtaJntK! S et ll em J · "Lege I Prr"Mdln,s • 

.:..s n t Junt 2~ ' 9.97 u..e: t.omt..nv 1'-.6.! JO: f \..U "'U~ emoce te cos ~;on~~t · I • '"' CumoiJM'\" ' , ,.. l tl fC~o,ife : _,, • er .. , • . , 

!:it t ol'\tOt' 



ITE:'VI 2. PROPERTt(S 

fh4e. :omp.an~ t 1'Yl\.S • ~ . ~C(j severe #ool •butldtng a nd 1 ~4Se !. ~~' '• O-oo ~..!"l4 •"·"~ a.oorc . unl! tc •¥ ; : JG.C 411 -.~ erf' 
fe~t o l 1 bu•JO•ng lOC....J !e'C At 5lS Flo r•oa Str•e :. fiat o-n '1 o ...: Qe _ _;u '-•3' ·3 f·LJBG: ~ t pn ,..,a r' ' e 'e~·~o ,f! ··>.t.H?'!lJ et 11 
15041 343-3125, tn J une, 1997 IN Como•n , movea 1ts ormo;· o ~• • · ~'-1 · • ~rl · r. e~ ' 3 ' lt"tw por- 'l~i;v ) ~ r~ ,n,. 4110 
re<lu<:eC tu l ~ued soACe •!' Beton Rouc e :o •oprox•mat t~r~ 'o ~CC. >cwa•c tee! 

lrl AOOitJon to v awve Ot:>certlP \ , t)'le Comoo1111~ letse• •co• o ••mat~l\ 1 ~C~ ~ouare ·~et a t c-'"'•' • )pM: e ,,., 1 :.1 •!.~ • 011 
l<.an$U ana acoro•1matelv J ,SOO l QVare feet ol ott•• • so•c:~ '" : ..,l pece< • " '"'a ,,., ,..n,cn d nueo Wau • ·n<1 811Jt 
Ride• o;lttltl . res;pec;rvely. ?ursuen t to '•Cent me •Qers . n ,e :omo~ '>v ~C..lu •r eC ld : ec oH1c e and 'w•tc~> lac.l•t•e : 
lrom E'i l .al'\d Ni l !see •ReC"cnt :>eve lopments ' r 

ITEM 3. LEGA~ PROCEEDINGS. 

Ah a• 111e eno ot 1111 fiK al ve• r. on Ma~ 1 : : 99 7, the Com~n r wu no 11 I•"C 1t•1 1 • O~toc~ci'Sh• rohl' ra e r e~ r :r1, 
Coml)any r~u rnouqnt rutt I QIIfU't tne Company 1he rurt " rellted to 1 ceruon u crow agr•eme nr l)rev1ousr, 
entered rnto wrth two ma1o~ snateholaerJ ot i h c Company. Tn1 sun uo~J me re leau ol common stock. m ~he 

U,mpany w hl<:h wu ~.0 onto escrow bv moo O~toctor 1n rolt uon to the Co.npanv' t •nrtral CJl.Jbl•c oHenng compreteo 
in February of 1994. The nuMber of sna rn rn O•&IXIU 11 3 13.344 The outcome ot tr'le su•t and 1ts •mpoci on t he 
operatrora and financial c:ond)tron ol the Company can not De deterrn•nea I t thiS flfne Howeve r. tntt Compan\ 
believes ~1 tile l;leetfJC cnterla under wn1cn the common noel!. was to De releh e"' were not rne t a '1(1 1~>ere lpr~ 
beto.ve. m.t the lhata lhould be retiJtned to the Compa ny and cencolleclaccotd1ng to tl'\a provi.S-llnJ ol ttoe esc:ro ... 
agreemem. 

The Compa rw i. involved In olher legal proce~lngs oene rollv 1ncldenu l to <It bu!l!1eu Wnrle ruult l ol ttleu 
various legal man.re col'ltlon an element of uncerta•mv, t he Company beli• .,:• ' "'t the probaote I)UlCome of anv of 
then mattttrs. or all af them comtMn~. strou!d no t have 'I 'IT\Ittoal ICiverse etfecr on the Cornpanv 

ITEM c SUBMISSION OF. MAmPS TO A VOTE OF SECtJRrT'r' HOLDERS 

ITEM 5. MARJtET FOR REGISTRANrs COMMON EQUI TY M~O R~LA 7'EO ~TOCKHOlDER M.ATTERS. 

Ia I PRINClf'Al MARJtfT OR MAfii(ETS. S•nce Febrv~ 24 I 99 4 ' " " Compan~ • Cnml'>on Srock liAs rran~d ,, •t1r 

.llt e r·the •counltr matkel and lin ed 11'1 1he NASDAQ Small Cap Market Svnom urlll e r 1h" symbol "NTWK' The 
following l lble .-eu torttl jne fugh and le w u lu PfiCU pe r ·sn.ore o r Ne t""" '~ Common Stoc k as re ported o il tile 
Nasc:lao Smaii-Cao Market Svnem lor the pe11001 •nd•c~ ted. 
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tbl AP?ROXIMA Tr NUMBEP OF ~OLOERS OF CCMMON STOCII; -he nu.-.be • _, , ·~or -: owne• ~ a• :.,e :omoan~ s 

convnon stoclo. uMarch )1 1997 w ils IDD'O"Jmlte tv :US 11\t! <lOt ., , . ' "~IUCt' s;.a e ne•at'•~ ~.nc '><.tC stoe> ,, 

tne" ac~ounu 11 ll•ol<, erld u le rs 

tel DIVIDENDS Holders or commo n s:oc< Are e f'\lttl ed •o ' " '""• ,. __ • =. •0<"~ 5 as""'"' :of Ot':.M'c n. tr" 

:::Dmo•orw s Board ol D• ·or ~ Nc dovod~nas ~ • ., been DIIC "''"' ' e Jce : · 1. ' "'t : : <t:.Gn " ,.,,..,or 1: ... • • Gnt" -.. 

c.-•oeno~ are a•l!tc•o• ted to oe 0110 '" tne ioroseel tlle fu!uro 

f'TEM 6 ScLECTE:> FINANCIAL OATI. 

E1~iat Y••u .::Jac~ 'a11t•" l r 

.l!!.Jl.l ~ , aq< IOU£ 
~ :2.!:.3 

Operanng flesvtts · 
Revenues 1!>9. 609 1JS J4S,08J, ' 9 I i:9.J 14 853 . 1) IJ4 6 20 HOG' 9CJ 

Ooe<a tnQ locomc llcul 
lr>come tlouJ before uvaot Oo"'"f 

rtem and c..wnula1tvor effect ol 
1 c:Ntl~ In IC~ pMCiplt 

illeomo tlotnl befort cunlioltlvt tfjt c:t 
ot • cn.nve In •~no tJMOilio 

Net ..,_.,. ILoal 
PrafwrecS lf..,IMNI ,.....ln'loa!U 

Eatninot pet comman lfW't.: 
"""""' (l..CIU ) betcn I:XV"Iorltn.ll)' 
~tern .,d cumuletlv• effect of 

• cnanQa in ·~ prlfldpit 
1na1r11e ll..xll be'fcn cumUVvt affect 

o1 • cr.nge "'~ pnndple 
Net lnct"N ll..oal 

t&.03J ,8J31 1 S5 1 :o 

(7 .8 !).t . 425 J )74 ~ '37 

0 .854,4291 3 74,4 97 

17 .854,4291 374,497 

11 .301 0 ,07 

, , 301 0 .07 
11 J OI 0 .07 

. 099 I JG •s~ :sa •.• J 9801 

867 ~ .. 103.11 86 J0 4 969 

a6 7 s' ~ 17:1 .886 )04 ,969 

80 514 1 . 3 .886 l O• 969 
J I 984 

0 19 0 .04 0 .07 

0 19 L 04 0 07 
0 19 004 0 .07 

Weighted avl"t~ ,,.,.,., 6 .0 &4 I 6& 5.079.938 4 ,587,620 3,8 27 ,889 .& ,088.767 

Antna81 poeltlon d4rfr. 
T at»l IUftS . , 8 ,953.71 2 12~ . 311 116 • 1 I , 76; , i 62 J1 885.8 1_ l2 366 280 

U. ov-t'""" delft tonc:luolng C#ftm 
m.tn.mlal 

Sloca/lQiclort . 11\Vd!IT*\1 

1,.&5 4 . 2!'>15 J .OIS.6 1S 408,0) I 

0, , ' · if59 • J .9ii6 ,06G '; ,J · : =. i : 

MANAGEMENT'S DISCUSSION ~0 MALfSIS 
OF FINANCIAl CONDmON AND RESULTS OF OPERA nuNS 

296.783 S8 1 4-4 7 
6.::Jo.c : .;:.~ ;:~ 

The to/IOWiflO d~n and MlalyJU •e liteS 10 1!'1e 111"8 (1Cit l ' af'dll tOn I nc! / e SIJits of ooer~!IQ(I) ... !1\c Comoaoo~ IOo 

t11t tnree years ended MatCh 31 . 1997 Tht1 •nformetton snO<JICI b.. •u a on CDr'llunct•on ~ · If'> the 'S el~t lc•' ~.n~f\C AI 

D 111' lnd tne Company '1 Co naoliOII d Fol"ancoe l Stlltemenu aopeannc e ls ewhere tn lhts aocumr~: 

- rlt :om_pany·s txeoe-ee uot coroorworu :o1tVT\eoteo oo•'lt•OrlS ,,., · 9 ... 9 .,~ SJI'\:"~ •U '"'t'A io ,1}1 .... t:•·r-c •· i\.ol~.o 

:nt : omcany N1 eAilAnd&O a;D:stano• Uv tt•rOYQM m~tO~f) tCQ\JI5tt•c.n: 1na '"'•'flAI ; t (1w ·• r l t.:; ~ .. .o~s 1. .. :;l! ... ;r: r 

• -.a:•..JnYVIOe telecommur ... canons arov10et 

::,,, ~ .~ 30 .• 99e. Ne tw01'1< Lone OtStAnc t . Inc INetWOI'I\1 rnert;ed Wllh Lone !:loSlo l'll t - . , - ~ ~~8 !'I~ · .. . a . t 

- c!e;j"OI .. !Slue R40ge1 .tnd '"' ccnr.•c-:•or' t n•JcYVt tr .,ltJ t l:l ... ..>~ ,..-.9 , ... . ,., , ,, -:~""""O,. 'fi'=- ... • t - • • • =~·'"" .l ~~' J 

: :lrnmcr noc~ . On No>ltnOer 1~ \ 996 Net""~ '~ me•Qoll "" ' '~ .nlle <lV.~•! nt '··"•lt ' r., .. • ~~r . ' "" 

.,. ... , .. w,t• • ssJ~ :: ,:-.., 7Eit $rutres ot oammc n noc~ ' O' ,.u o ' •J nH! :O: '"' ~' ~,. __ ,,,...,~r s- :: · · -- • .,,.,._a_• ..: ,., 
Uc. ::11ev: . ~I\ 1e.terr ec 10 IS tne · Metoers .· , Tt'l~ Metgo rs we'' :Jot~ a ~::t\.. ,..fe•.:. , . • • t r 'l· ,,..'!,. 

Suca;c •en: ~ = M"cn 31 1 ~97 tn~ :,:,mp• nv m•lfJ r ~ ~ "' ~ ' • ' ., • .• ,.! l ' ,_ .. ~ '.:: . .. .,,:_, .a ~-r - .. · .: 

; ,... bene ' _po SltiOn •Uelf to l e tn11 n COmOe Ut1v e '" tM _. ~ ·t ll t..Otnf1'hJru.;.,.t llt.J"'t 1ntJLJi"\' 1 

. . . 



O.tr.ng May of 1997. :1>e Com.UI'Iy comoteted "We l""'erger1: £utem Talecom. lntemnonfl IETII lo• tl ~ molhrtr :i>l' 

aroltle ISSUance ol approxim.ti!IY 3.633.000 shates ol common noc~ ar<l Na11ona1 i elnervocu. 'nc tr>• o by t) )ulnc 
JCOIO~tei~ 3.27~,000 11\afU o t c:omrnon stOC:Io.. As I teru lt of tl•ese llfOU Ct•OOS ,,. ::omcenv pom.oonee :seo• 
W~ttUn ~ secoi'Cl tltr tov er t 100 mrllion tn a n.,ua t sales! of the tfiO\.IStr¥ buea .Jn =•o lorma '": ~1 t y 9 · e" er·,e> 
The I CClUtSttiOn of ITI Y'o'lil ce I C:C:CI.tOteo lot as ./J purcna.ie wntle tf\e 'nelger .Vtt f\ N ~t w •ll oe a~~ount ec lot ·~ 4 

pooling-ol-.l'lt ere stt 

EJ1 rs a swrtcn-baled tnter-excr..flQe umar oc:ated tn Newpon News. Va trlQ ooe•atu pn me1111 a lol\1:1 t1•c ear. ~~•• ; 

of tne tJmteo States. It na.' e".unoeCJ r•o•<llv ltllough the deo1oymcr: 01 an •ccte.sstve d11ec: sates PH.'Qram t: 
operates a Northem Telecom OMS 250 digrtal swrtch whlch tl located tn WASiltng ton ~ C ano oHers • t ' pt ... s 011 ec 
otaflng, •o· pNI ope11110r 1$.11$1ed caiiJI . 800o888 tolllrte servoce . dvdiuted hnes. Cl ilonQ _,rtlt, rnt erna ltnll. l Jllvtt o 

prepa•o calflng ctr<ls. oegmg, uuernrt acceu. o(ld confe•t nce calt•l'!c 

Nn 11 1 swn~oued 1nwr1xcnange c:an1tr louted In Wtrtona . Mmn~ta arocl Goeruu orlmGnlv •n the mtd ·vvenern 
U~eo Srar.s. A. with E11, It hu al60 txotl'ldlld rao•dlv th•ough d11ecr sates . 11 operAte' • OE.: 600 o1g•u 1 ,.•mel! 
)oc:ateo '" WlnoM af'ld oHers 1 lull range ol t e le com!'1Un•catron prooucu ar.d serv ·~u . 

. After completion o1 the above two trttl$tcttona. svbteQ\.Ient to lh~ fiscal vear eno, fhe Company vvas maae ,:p cl 
five Independent ooetnlng tfllivu: Network Long D•.,•nc,, Inc ., Un•te<l Wars, !JI,,e Roo ge, ETI and NTI Tht 
Company 1\ia detttmined to conaolicUtl t l'>e o petatrons ol these emrtou SUC51!Q\Ienl 10 .,. losc a l year end 

Included '" ttU plan lJ IN conaotidatton of all corPOrate 1\JnctJot'\A tncludtng mtnegtmtnt. accollnllng t flll ltrlance, 
bil~no and 1\lltwOrt.:ino 1\JnctJona, and c<ertaln 01.11tomer aervice and 11.11111011 1\rnct>ona The conaolidatJOn o l these 
lufiC1io!\l liJ ~lfel to tak• plaCt Oi.rllf\0 tr)e f'lr_, twO QUtf'ltrS Ol ll1ct l yeat 1 998 

Certain .,attmtnu At torttl In !I'll• Management' a Dttc:uaaJon and Ana ly1i1 ol F:inanc lli Condition tnd lloaulll ol 
Qperalious c:onnhute fofwart:l tooiUng mtemenu within the meaning of Section 27A ol the Seeuntlu Act of I 933. 
11 amcl'lded, and 111 IUbjec:t to the Afe harbor er .. ted bv auch sactJon. Whef1 tlllltDP<'tate , certain ta ctotS thct 
could GlUM realta to diHtr ~ity from tnoae OIOjtcted tn the forward looiUng .Uttme.nts a te enumerarlld , Th•s 
Mar ,ement' l 01~,. end Anelytla ol FiMnc:lll Condition end Rell>.llts ol Operat>oru should tie re~ '" 
c:or>;uncmon with tl>l Conilleny' t Conaolldetld Financial St•tementa end !tie notes t/'l•••to IOil'!<lrtnQ e1.-wnete •n 

• I 
W I Annue l Report. 

A~ulr:s of Ope,.rions 

The Company 's opera nons neve oro.vn JIOn•l•c:•n:ly o•er the last th•u vu rs as 1 result al •U m e rge11 an<: 
t e11-JJSitiON llf'OQrMn•nd •nteiT13l growtn. Tota l revenues. 1ncJudfl'>(l uase :.tv~ ,, ~ nt1 leu. tnc:teeac::J ln. t !>!l.ll90t 13~ 
If\ \ 997, trcm •45,083119 T >n 1996. •ecreaennno 1 32.4,. tnc:reue Tott ltevenve.s m 1996 tncreutd or 5.3.5~ 
from t29,374,8!i3 fn 1995. The Company l'tu tinanclld tnls growth prome t~lv tn•ougn t u n flo.., Item ope rauon,, 
~'Nrrv fiMncmg, t nd b.tnlt borrowing•. 

Sill11lle m•nutea .vere aJ)pfOJI(Irne.tely 348.0 moUton tn 199 7 an tncreut !rom ltloroxomate ly i. 7P 5 milloor> m<n.., ces 
'" 1996, and ilpptOXItnltety 155.4 moUion mri'IUleS •n 1995 , Revenue pet mtNie IRPM I reo•uenttng !ht ''"" of totAl 
1even .. e to total mtf)UlU, wu a gpro•qmetely •o 172 , •a 162 •nil JO 189 '" ' " ' a l 119 7 1il9 C, •no ' 99~ . 
reweC'tlVelv In 1996. ll'le Comoerr. 1- mnhaalted oc& rawll• r cnanrtel Tl'\ts tl ltf•t ryptc.~llv CA"'"$ a lowet RPM tl'lan 
otM • •vpu ol troHic A• 1 rou\.llt o r cno le ouc!lon ' " roselle• tlu5•nes~ '" • 99- Tnt Olle rAII RPM rllc.-eueo 7"he 
oo c.teo.sr r· •1at: el 1996 ~Nnt!n cornpe,ec to 1995 reflects rat~ 't'C1.J C ~Ions mact ~o ,. em.~t,r- C"! mpell t, .. e tr :nr ,.,4,, e~ 

M'O N t1\ll P.$al e a ( e ), ptov•Oeo to re.seller1. Whll~ t ate •luc!u•t •Jns nli"t Arlec tll'<! ·~ t-o,.,p ... n, s ·r, r Hv c..s "'. ~ t'!t 
~Vrvte casts , Otlla~e rr-unute' Nve Jncre•t •d bv 2~ 0" over • 996 ~•U•o•c m,"-'JJ!!. .,. , ,, e b••l aolct """wtrl Hem · ~9e 
:o , 99S oncteuet: •PPtOxrmAttly 79. J •;, 

- m•~n ui•M .t nc tmprov e ~n~ CDmpo n v s ~ .:lmocttt J\o • oos ltttJf"l '! .., ... t:e: -,:~~t,sat, ·~ .:rtA .... Ot> :P'\e .. wmt•• " Y s ' tt ; t 

st tJ.:ct ~l e The Compan·v J5 unaolt ~a zuea1c : w•ttt ,o.. .... ~•c:.., -f"VnaV'tr t ~' """ ne,.. :. ~- ,;rr c· ,.- c • .:mc ~ T· l•T'' ' t~o • 

mo1 emcn: tvnH e ra te rtduc;;lorts or '"\c e ttect q t ,e.nv n.. . '"' "•-'c ·oa _, . a.- ~ ' ..... '" · -c ; r- . • 
:I!'Tio anv •f1tJCfoeu .s nc:-ea.ate auiA r. •e ~&:,.., l ta •• -:rr •• 4•oo(k..: ••• • :1· f1'"; •t :.11 • • ,.) ' ~ ... ,., ' ,. ' ' -
ar f ;~ t •C e r e<;.ue :1Cf'l~ 



r 

In aoortton 10 tl'le swrtch-ouecs netwol~. tile l.ompanv ooerfle~ unde• negohJted contt~ c :~ "'t" otl1e• t• •·•~ ·~ t: 

DIO••Oe I natron'MOe platform 10 Ortgrna te ana ll tmrnate uatf rc Tho Como~rnv has CO"I' I CI ~O "''"' "'~'~e trn(; 

comoi r• eS, sw•tc l'lless reseli ~rs and agenu t l'lro..,gnout the Unnco _.r ates ana D'O"•o t • transoort D•il•n7 CJi:orne· 

ser,.ce . .ar.o otl'ler support servrcu Matkeuno 10 t">eu tvoes or organr:uh0'1S wrll cor.trnue "' 1ne .p r J'l'lrno lr sca 

vear Grc~ !T'IIIrgrn oerce~oc. oofrned utile ratro o ' t"t e• ccss or re • en .. u ~· •· tlar•mruron CC', :s ~~ exoectec 

to •nc•ease along wrr• ">illaole IT'"'Ytea 11 tfle perc ent10' a t """otesa te 1r aH ~r~ c e~·eaou ;,s o ' Ju"• · : ' 9!;' :"• 

Cornoarw tt certlffeo 11'0 ta t~Hed to provrde vorvrce svotec:: :c Jl.l tlltitCliO"s as ·eo::.rl•ec '" . .,. ~~.;: . ., r ~: l• ..:"11e; 

St a te~ rnclud1ng the D1S1r1ct of Co1umbra 

The Cornpanv 1rnd otller long 01S11nce telecommuniCitlons compa n•es are a~le cted b" the FCC's orrec: ••OUI• or' 

ol ttl~ lates al'd o~lltJoru ol ATt. T and c ert1111 other lnttrtacnt1Qt c t rt1 ol> w rtll wl trct> mo <:omoon> ;:omoetu 

ano trom wnrcn h Company 1•- or lillY laue tranam11110n fa etltttu or ma y h• v@ vnclerlv•no corw.,r· > .,. oleca 

Conseaua ntly rllduCitOnJ in ttr. Com~nv ' s rate rti'IJCture, as well u tt\t' regvlatO"V matters a11ect1ng tnc 

telec.omtnunu:l tiOI\1 II'Our.ry u a wnole mav rmpact tile Company s f\Jtul e r e •~nu e s ana eooensn. 

Tile C.ompany 'a grou merom perct nttQt 1n 1997 lt\Ctund over tht 0110r yur ""''" tne trallsm1ssron cosu as 6 

percent Of ftVtnull dtCrtllliiQ 10 ee.2"' 01 t 0 . 1 17 P411 rT\I....,ta In 1997, resulting rn I OIOSS rn1rg1n per""tiQ~ o! 

31 ,8~ . In 1998, tran.tmlalr:.n c:o.U ware 72. 2"' of rnancu or 10 117 oer mrnute rei\Jit1nc 1n 1 gross margan 

percomage of ;27.6 "'. The Cornpa~ny ' •lr•ntmiUlOn co.u u ~percent or revenue'" 1tr95 were 74.3'4 or tO 140 

per ITIIn.lte. which r~ in a groa miiOit'l percentage of 25. 7'llt. The ComptM 1\u been a Die to •morove Its grots 

margil" du11ng ~ la.t ttvM yun OUt tO rtJ contti"AJtd QrOwt!l tn ttvtnuu . The •n~r ease •11 revenues hi> l llowea 

tile Comoany to llegOUatt t-r;Nr volume dt.counu trom 1t1 undelty11'1Q carrretJ mereDy reouceno 111 tttnsmra•ons 

com u a perc:.nt of ravenuu. 

~I and IOmlnlrn.ttvt tlld •Uino .Xpenaea wert f1 5, n0,990 IIIJttltntlng 26 4 ~ 111 rtvenun, .9,420,273 

IIIPISSttnt~ng 20, 11~ of rttVtnuu. tno •6.062. i 03 IIPitltnlliiQ 1£1.2 'lit of ttvanutf for tl'lt yu ra al'dld March Jt 

1997. 1996, and 1~15. rfCIK1tlrttv. The lnc:tMR In ~&land tclmnwnve and aelllng llCPI'IMa u a oerc entag~ 
of rtvenuel It pnm.rily t'elaud to lnc:ru"' In petwonnal coau, c:ornmru 1one. taxu and prorauo,.l le.,s. The 

opentioru of Blue Flldge ai'O Unn:td Wau wore not cotlKIICiattd durang fiacal I 997 tu ulong '" IN duoilcatJon at 

caru genetal. adrnrUtr.tiva and M lling func:'Dora. SubMQuent to Marcl'l 3 I . 1997. tl\e Compal'!'f rrnpte~ntec! 

a J)lan to COt\SOiidaW .. eo<pDtWte ~ of 0.. entltlu lnc:ludlnQ ~~ecounpng ena finance bolllnQ and Mtworl<lno 

functions, and "rtaln c:u.to~r "rvic:e and <:JCIPOrt f\Jnctrons . The coruolid ana<' ol tTit H f\Jr'IC1JO"• rs scn eaulea 

10 take oiac:e dunng tile first two QYartera of fl-1 1998 

ProviSIOn tor loaua 0<1 Accounts Aeearvable wea 13,041,1! t 7 tci)(Uonuno ~ . 1,. of t evenues. $1.112,1 !I ' 

reorosenung 2..5~ of~ arc1 t403,31 4 repr~ntmo I ,4" cf rave!'Yu for tile years anoeo Marcn 3 1 199·, 

19PO. llld 1 ~95 rt~vwlv. Ounno tt>e V"' r ndld M.rch :! 1. \997. ~'le .cam::e'w ~ter.nrn•o tr-..a: lo~ns on 

c ertam aecounu rec:llvable ac:qurrtd ttvougtr ICOUI.ttJon tllnuctloru will grnter tturn e1oec:1 e<l at tl'le tl~ ol 

ec:Qullltlon. AI a rtiUit, the Comp.al'!'( chtrgtd-oH or made IJ(Dvlltol' for w c:l'l ~eccunu recervable to reduct tht 

••rf'VIr)g amount to ltlt tltlmatea ' " lixabte value. OunnQ flacal VtJr 1996. the Comoanv teavai\Jated ru 

reseilet/Wh0-11 acti\IIUN glt)lralty alld s;recrfic:.lly tta ,..la t>oiW1rP wrtrt certain teSellell As a result, 11\e Comoa11y 

1\a~ cno.., to d-mpt\&Jiu 1U re .. lletJ markeong 8C1tvltles ~Y reoucrna tne number ol wnoleaale Cu S10mors eno 

th t related wholaule acc:ovnts reca•vabla II' adesltlon. cen arn w llole&elo cunomera " • • • ecoenanced frn~ncra l 

dltf1cUit lll which 1mpede !hell l brhty to p.av tne Comp.an, on e 11me1v DUll Who1eu1c cuS1oiT\ftr s ,,,.,, slo.,. 

oavmen1 1\lstOrrea have ~en 011< ~ on se>ecrfic p.avment plans or unoer toe' bo•. 1greemenu - , e ;::.Jmpany "~•• 

stMICIIIl;ally evalu•ted 111 a llowance lOr ooubttul wccounu whrc" 1t orov1dU tor thiO~.o .Jh us pro~ ~"'" ' " lOUtS or 

IC:O\JttU recerveb4e and Ottreves 1110 .allowar10e 'o be aoeou8te 10 •Osoro prool fllo ton•• or• tho ace""" " •• ro•v•u• • 

ar M1rct1 3' . 1997 However, IN aCTual roue~ on ec:ounu roce" ""'• could 01t'e• lrorT' rn oll ftQem•m • ••41<rni•Cr 

~ : Ma1cr. :: • ' 99., 

)~orwc••tlcn ana • mo•uzauon expenu w u t l ,902 9<:~ • e preunt1"~ J ] ' o• · eve .,_,u a• :At. E:' ~ •rp•• s• "' • . 

: :. -.. olrevo....,~i. l~ 6396.68 1 repr~aenung l 4 '- ot revenu u 'or t'le tU•1 erG<'~ '·• ••=• 1 1 ·u~P ' !!!;It .~.:. 

·'3 e~ ,e .rpe c:rvely. itle mcrtase oot, '" ooll''' er\Q •• • 'H'' C' "'" t a' .. .. e~'~o~t • 1 c-r ~,.,, o•· ~ l t i'!O: ~ , , ... t'"~c 

•mor : 2uor oJ tn• c uc:tomet D11e1 • /'110 OOOC'Jwlll a tm . .meo n1 ovg t• ,,a :o,-nr:"n" s 'f'~'Utr'l ; f\C • t.: ..J• ... • t •r " C::"' 1 "'~'e l 



Ouflno the YPI end~ Mttc:h 31 , 1997, the Cam~"Y 1ncurreo non<u n cto erou. pr ~~~~~~on to reOu<• '~' ""lfiQ val ~ 
of ceru1n auet: . ol appro:..tmateiY t6.J mi!Uon related ;o • "'"tec ow n on 11'\e r.-ar"''"ll ••1u r ot . er:a•" •ssc: s 

o(lcludtr'IO goodwill lnd C~etomet bau ~ CQ\Ji$1!10" COS1S "I&SQCI•ted wo ~h c erta of' ~CCUISI1101"1S • " r Corr ~·"~ 
de termoned dunng the sen lamen1 proceu call eo l or on tne certi ln t ·CQoJI Sit iOf' •c••emtnu ; tt~· anr Io cr , ller ,01 
<:.eftilln cuSlomor baR~ ano b.J.,ncsses ecQLJO!eO ~rife &IQI\ifi~ntl~ ~·ute • .ttof " Ologor~tll 1 ~ rn copatec ::onsoq ue ntov 
the C.:>mp1nv cleterm lllftO fhtr 'uture caSh flows w~ld bft lui tna r :,.,~ ; <t QIJIIIH! •o 1e~lot e t t>ese 1.sets rht 

~ny tea.-. .J>e l1u value of thou aaers bv enunato:'IO tl'le pruent • llue or ;J\e rv tu ro cash llows ll'lr ou gr 
upda1ong with htnoncel results th.e cash tlow mooe!s u tohl t O to onotoalfy a llocate t tle I" IJ " Qi b 0 H acuu11 ee1 

Out t O tr>e ilf\OaJtment of lllfiOUS lntano•btea. tl\1 Comoany ""'"'( I ll lt\e Iovas or olS ontangoblea on ICco•c ance Wit~ 

SFAS 121. ConseoJtnt!'to me Company Nil uublish.O new ~now lor amo~: :mc ce rtlon custom er base mtangoo, . 

euets :nat 11 ~~- to be re·asorutOie ottomat es ol :he remaonong loves of l"ele <:unol"''er oue m:>~ •II'Diu asset> 
The rP\/ISeC rem&~n~oo IIMiul u~ .. ~-oned bv the Comoany ronge hom ol to 6 y eAr $ lo r accuored cu~omer ba~t S 

0 rlt~f Income afl(l &pruua 

OperaiJng 1ncome (ioN] wuii8,03·3,833) reoruentong 11 3 5% 1. of reve rii.Jt l or the ye., enoeo Ma~c11 3) . 1997 
OpeaonQ II1COmll wu H55 . .720 repreMntlr1Q. 1, 7% ol revenues lo• troe ve.< endeo MHcn 3 1. 1996 Fot tne vn• 
encJec Maran J 1 0 1996. operating ln<.:o~ wu $t ,09!i, 1 J O r•preJennno 1 7 % ol r•v•nvllo 

Net 1nteren ·~for VII YMt erdfCI Meteh 31, 1987 wu 1& 17.1191S u como-tee tv "'' '"'•••n eXDensr lor tl1e 
vttr •ndtd March 31 0 11~i!S of t1 88,8970 en tnctu .. of 160.2%. In M~y 1996o 11>t Company enter~ JMtcl • 
t 1 •.2!0,000 credit faciliTY p 997 Facility) with a benlt. whu:h includea a revofo.11ng creOn tacrlrty and 11rm loa 11 
!Kftity. The proeeeda af h twm loan at aoQrOxUnately fJ,250,0Q0 wu Ul~ t o IiNnea tile Mey 1996 aCQ\JtaJtlon 
ot Urnv•rul Netwo!1l Servlcu, Inc. The revohnng c redit '•c•litv W!U uMd far oeneral operating OU!DOMS. Net 
tnt.,en tncome for t1le yur er>d«i March 31 , 1 995 wu t65,480 . In Oee1mt11r 1995. the ContPIMV ' owec 11s 

fine Of CledJt (1996 f8dllty) with a ba!1i< Wi lt\ ptOCI~I USe0 for Qlnerll OPfflllnQ PIJ'POMI. Net on~erest II'COrT\e 

~flu..,_ I illS~ prirnenly from thl•nvesvnem or' !.he proceeds from the C.Ompany 1s aecond11y oubhc 
otfwring. 

The Comp.ny reoorted 1 net lou In fiae.al I 997 end .eecotd lngtv. la tera eO'" 11\come tb Mne~h of I'DptOll.lmateh 

•e97o000 or 8.2~ of the P'.-taor lou. A significant oomoro of tne pre-ta• loa.s was rellled to • wnttelow ., 1n tl'le 
~ VV... of ceonain uau lfldo..-ding gooelwoll and CUCtOmotr oa .. acou•aotlon coeu.. T'»e1e i'Mts mun c:ontlnu 
to be ,rnorl~D(j tor tu ~- 1nd the Company believe& tt>at only • oomon of tnot w!lloCO""'I' $1'1ould oe \Jtllotec 
for tnCOme tu ~ Undet a : more likely !han nor• crtteno. Act:arcllngl\1 tile Companv uun!rsn~o • • ~ t<~•Uo" 

aflowenoe ot t 1o7.27.000 related to the auociat~ d•lerr~ tu uuu of lppr oMirtl'llly r:J, JOO 000. For" the yet• 
encJIId Man:l\ Jt, 1990. t:U3.273 wu oroyjefld '"' rncome !bas r~lllng '"tilt •ncome o • J 374,49/. For the yea • 
ena.d MlfciiJ I, 1995. 1266.954 , or 23 .5~ of pr.-!Jllt oncome . .-as l tt71bult>J to rncome (ax reouttong on net ,ncol'ne 
or 5867 .514 

'll e t c asl'l provroeo bv ooeret•ons 1()1 1997 vvu tJ . 1 2.1 J 0 • ~ onc reo u lro"' roe c cu i\ utoo u~ oocr ot1un ~ or 
s ·e,:,acJ: 1n • 996, all(! net c aah provtd ect O'v QCe ' atton.s "bt t ' 0!. 4.C8.:. '" 95- T., e .n r.l etAtje: ·n ClU ' tl6 vv •to,.. 
oce:ratHl'ns w a'S pnmer•'v • n rrbc.Jtable t c tne .ncr!'~ sea ~res!~ n MQ•r• an-,; tne :H•IHI\' -:1 a•le f 7tv r• !1 , IJ t •11 ,rt: 
•eC!!I• Iole ~r>e coym~n1 ol • acounu c:;eyeDie 

:,sr •Ju~~ J-Sf!t: ' " .::>ce ro:ton -1 rt'sutteO m 4 negaftv o mo~hi\ """ : •sh d!..nnc • g~t :J ~..-~ a • ·-••It\ • t ' "'lf' f"''""-;::A' : 
~rowr- .r. a~ounu rte.,h At4e and' ot1~u1u cv""rrt ~-sseu tr1At h • " I'\~: ~ rJs.e t tt ~rt ~H~''' ' r1! ''•~n ,,. " :tul"1 :i fil ,. .,~,, 

J"'d o~nP!r t" _. t •e t 't! ltao,hto:es. 

- """< .... z.t-tcan" "oc::~;f\ts ·ecatvj tJe 1,, lnttc tc b t iK! tO r;:-r; ~" •,. •'- "" Jua !- r-,, g'""le i6+et ,'Jt(. tnc ..e11'- " · :.u•sr• tn.1 
: 1 ;, w·~ .,fll ~ t:.n•' f fJ .JU 1"1 0 \t_tJ• .s•""'• ''U 1., Acc .... , •,t~rt '' alA •• •" ~,.. :~ r; : -~ ,., e-, .. ro c~~· O· ·,(' ... · - .4•:.'.4 A~ 

"'., . .... "'t',, ' t: : •..:.ocd1~, tn t~a't•O r . .. c D'-c ..... ~ N • f1:\.tfc;.:t! t ~~.~, -,..rt! _ . ~- - ~.· · , ., tL' •t. ._, . .... ~ 

_, 



Thw 'cotnDifiV t oroWl" ...,,u • ls o r t O\Jort CC"\tonueo e•PI I\.S•O,. nl t"• lr oe caml1\ul\oC.o t•on• e O\Jipme -: onQ · ~• a tto 

CJIO'Ul otems The Com~nv usee ne1 CU ·' or 13 3 ! 6,998 $&C. ) -- 41\C · ~6 8 iiJ 1 IQI0'1' " H •n c OCI• · •T ~s •o· !'1• 

vurs 1997 1996 ano 19~& < t1o•cto•~l~ The oroma•~ " " oo : osn on 1 9~- ' \J9e "" t: ' 'J~S ,,. •-· ,"'t 

fCQu osot iOI\ of CUSI?met OU.ts lt~Ui tong II\ I COUIIIIIOI" •r. s; , t> l ~ J 80" :JC.l I " " ) a r~ .;: l ' - ~· ' <; 

respeC!Ively 

Casn u sed tn f•n.a nc n;; actrv•t·~s ·~ · 99,. ,...s 1576 : ]'J .JS :oMOit cC: 10 •s- :;,to .. n:tc :;, '-:af..c .,c .t.: ••to ' t-)e ' :· 

$1 ~39 , 585 on 1996 , 11'10 CU I\ \J SeO on lonencong IClovoto e~ 01 1""7C 654 on 199~ or •g;:- ;ne :omca ,. , .,aco 

onnCll)l l ~ tnU 0~ debt of J3, 74 3.0JI lncl r ~tc eoveO CASI1 Ol lj :?5(1,QOC 'oom Ill• OSSu • n~ e 01 ;:J eO: or, · ·~9f 

me C.omo&rTV DorYowed f .2.S32.2J5vnoer 1U l•n• or coed•! ond maoe ororcooar pavments on ou :leo: of 11 ~ J } · •e 
In 1995 tne Comp1ny reoeemed all of ots oots:and•n~ orefe tr~c no~k ' or J5:': 5:7 'Til de navmtnn ·~•"w · su 

or ~~>e secondary ~:..~DIIC oHennQ ol ~~3 .S85 . reoucl!d OeDt onncrpa• by l~ S~ !>8C ane • •r.~•v•a L 1ool 'l!l~ 110 " - r 

•ssuance ol common noclt 

The Cornp~ny tt!(lle!'treed 1 net CJIII' oecrtut ol •2 37 436 rn 1997 a 11e1 ~.u, onc•eu• ~ · :1ns J "''' ,,, 1 ~'Jt' 11nL: 

• 1 14 ,5 o; 1 ,, , 995 . S·ocllnotoert ' eQ\JflY wu $8, 1 I 2 169 l nd s 13 386 oar. h ot M~r r:n J. .,,,,1 ar>O 0 tl~·t 

rupecuvetv 

In Mly 1996. tne ~ .,.,.., omo 1 11• .2.50,000 C'l'edlt lac•lrtY ,..,,n • DinA t'le 199 . • •c•htvr w /HC'tl mciiJ()u 

1 revolv1no crtldlt II colin' and t'triT1 loen lacilrry . Botrowoog1 under tl'l~ revolvrng : redlt portron of tl'l~ 1 99 7 F ec•lot~ 

may not I~Citd t1'le '-110' of J 1 1 .000.000 monu1 . ,, ruerves the tender ""'• deem elrorble o• 85% ol t li O•Illt 

rteel\tl~ 8otToWII'lQS undef me revolver w1ll bear •nteren et !he prime l ilt plus 0 7~ "4 . 8ortowrnge ena u~1a 

rnteren on me revotvtno fecllltv are repeya~ rn lull 11 m&tunrv of the la colrtY on June 1. 1999 The Compar1y ,_ 

11loweo to l:lOITow 13.2~0.000 under the term lo.n facility , The te•m 101.11 11 recev•ole on 36 eii\JaJ monthl~ 

II\IQIImenul of •90.278 Pul ecc:rved .,_'tit. The temoloan buts rnttren It the p"me l ilt plua 3 "'- Subnam 11lly 

all of the .-u of the CQ~T~C~eny are pledgee u collttelll under the credit racwrv At Mar en J 1, 1 !nl7 , ,,.u,<JOt 

and •2.~37 .000, were OIJU11ndlf10 under tl\e revolv1og ancl me ttrm loi n, rtll)ect ovet., 

Suon1ntia lly an of ttw ,,..II of the Company 1nclUdrog ~r>Qibla aaae ts, receove Dl e 1 end oenere1 onta ng1blu . t"e 

o~ of ...r.cn ~JIIut 11 n:nimrtlld 10 rnrtllecrn.al prooertv, bua.neu plans , tiUameu recoros and lic:.nses 

arw piedoed u collltatl l under the 1 99J Fecohrv The 1997 Facrlitv ''CIU"'-' compl11nce will' certain finaneJtl ana 

~co- ....nicl1 if1clude mnmum leVWIIQe and fixed cl'llroe covarage •atooo. .1\t or March 31 . 199 7 tN 

l'f"Cli&"'( was nat ln ~ wftl'l c-"' f!l\el'lClAl covenants enume11ted on •t>e t 997 ~~ ~lht'r . Accordonglv. the 

COmpany tect!Yed a wlllvtr with re~ I' ceruon of aucn coverwnu from •U lena•• 11 or M.,cn 3 1 1997 A• • 

raurt of ana m connection with the '''""'' !7ai\Ac:tJOnl consummlttO on Ma, 1997, the Com">any comploeo w lt/1 

~IU#1 ot !t)e financial covenanu. and I'll& currently .._gn oate<l ce rt1on emendments to the cretl1f ll colll'f to 1e •C1 

cluin':IU 1n financial OOIItton I <Y.I anoclp,ted chln~s 1n bv&lneu llreteo• ~• and ope•lti"O •eJUIU euocoat~"' .,,,., 

such tran~~c:tJona. While mlr'lloement. Deloevu that the Comoeny will De • Ill• to comply w<trl !"'le r~megot.liH'O 101n 

•oo-nem. tne111 CMI be no •~ranee tr'lll tna Comcenv woll not reauoro JOdotoonor wl•vt rs "' 1he fuTure or ol wen 

wfovers Ill II C!<itred, thlt 11M IIndt< w rit gram !hem. 

Absent sronfficant cal)ltll requu·t,•n•ms tor otner t tQU•or•llon$ me Campen~ belorvos fniT cu n flow from u ~l<:tll tlgn> 

tnd tunC& avlolaole under U lstlng cr~d• l fac olrtres w•ll be aoeauote to meet !he Comoan. 1 - »01111 neecs. too the 

•e.,...onde• of f1~caf 1998 

,,. =f'ort.. • rv t 997 t"• F.nar-..1• .:-..:r;:,unw g Stsno• rcs B01 10 1~ :-.se ISSu•d S Ut t 'l'cn t , . • ==·~t ~t 11\. "' L L ..... ..,.rl( rr ; 

Sl anOar~ ISFASJ l~o 128. · ull'\lngr per S ha1e" Tht~ sur~menr e:r. aoll~l'leO ac ;o•·'lfOJ"' r.t"~a ot:> · - ~,... ,,, ,,,.~,~ ~,.,~ 

QJ eser.ti'!Q ear""V~ p e r SI'\Art a rw;:, IDCHU to ttntltuss wrtr putJhth h e iC =~1'1"\mu" .at vt.: ~ 

ror oetlOOs t ncunQ 11'te1 :Jecemoe ' , ~ · 997 tncn.Jt:hrtg 4,."t • ('(- c;et oos 

:arlv iOPHCitiOn o • s:.ls 'IIC • ~'::IS not Qttmlr.~c . nOV\o fiVr / upor aoo cr a~ ,r· P' \.,I . f"'•OCII - ..... b .. 

;.ll<-e": .Jr', tne l'rancarC.! ~0 b"e I Cl CtPte C. OI.SIC CO I"'\IMCS llt J$ " p~ r sn.a•: """•!h.HC: t, ~ l ~ .11 ' I• • ' ' I 

t •ou! •"Ce-c:Mar~- ;_· "3~- i?.9~ eno *39~ • e.sc.e :-:l~> f!' •\ ..anc .:th.•'f'" t:AH"'t can•r' .A' I' .,.. . -- • "';, 

rtfec. pv~ •o· t.n anc.a4 .Stitem" nts fo, O<"• O'll o t'\dlt'l,; a+t•• O tH. •mU• • 't. ' ' ' - .,,,; ,.., '· ' • '' !"" ' "'"• 
J tscJosutes : ur• e ntiV ,,.,c~ ... d ed '" the Como• ''f" • Hnt~tH:• • • ~ttt l r l•~eo nu 

., 

'. ' ,. 
·-
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t~M £' : "":.1-iGC:S IN ANC D•S~GREEt.IEN~S W - ..- ~o;:::::>uN-Afl -~ .:!_•, ~ ': : __ ,_-~ • • - -~rJi: 

.,..NANGIAI. DISC' ISI.J f~t: 

Nont 

p~p- Il l 

ITE~ 1(;1 DIRECTORS ~NO EXECUTIVE OFFICEPS OF T"iE 'lEGIS-" \ N " 

lnccrP<lllted bv releltnc;e to the ::ompany's oelln•nvt pro•v suremem Ill• 1997 A" ""8' Muuno ol Sro~~t1o1o ~r1 
hl ~ llled w ottl tt•t Stcu rtties tf\d E>.ctltnge Comm•u 1ol" wllh•n 120 ::av~ 1tte• Mm:- J · ' 997 

l fi~ I 1 EXECUTIVE COMPENSATION. 

lncOlPCtate-d tlY r11feren~ to ,,... Companv ' & atlin.trve pre KV natement .for 199 7 Annual ..,eeung or Stoc~no•oer~ 
to be filed w1t1' the Secuntles t.nd Elrc:',...noor Commots•on w1th1n 120 dav~ 41 flt:r M~rc r ! I 1997 

ITEM 12 SECURITY OWNERSHIP OF ~T ~IN BENEfiClAl OW"'EAS AND MAN.AGLf.'ENT . -
l~oq)Oratad by ttilf"eOC:I tom. Cdmoany • oefu"t 1ve pro.cv natement for t 997 Am.._.., ~Aee t•'"~O 01 Stoc .. no•oers 
to be filtd wml tne ~lu and Excl\ano- ~on.mruron w1th1n I 20 aavs atteo Marcn J1, 1997 

ITEM U , CERTAIN RE.l.J\ 710NSHIPS ANO AELA TEn· TRANSACTIONS. 

IOC()('j)Ot'l't4td D'l rtfettnGe to tha COITIP•nv'• detlnltlve pro)(y mtemeN lor 1997 .Annv•l MulinO ol Stoc>.r- Jloer• 
to l)e ,o wren tne Sec-Jmres tna Ex:c:r.ange Cornm1UI01' "'tm•n 120 a,v.s 1t1er Marc n 11 199 7 

'• 

I 

' "" 



: 

:ansohdate11 Bala i'\Ce S"eets 

Consohdateo Su.r.menu ot O~ra t•ona 

Conso1101ted Statementt ot Stocl<nolders' Eo-.J.-r, HI 

Coruol'<lated Suumenb ol C.sn flows 

li t t. None. 

ta l J. E.xNbru: 

, I 

(bl l 1 1'1• Company fli.O Form 8..(/A o•r•o November I S . 1·996 on J~nuary 14, I 997 wn•c:" •ncluoeo tile 

Supplemenul Conlolidatltd Balanc e Shn~s of the Company and 1ts SUCSIOI. II c • h or Marc:n :I I ' 996 ana 

1995 ana a-.. !1flat.:1 ~el"nnlmal Consahli.ated Stol temena of OPIII OOn$. StocloJ\olders EQ\JI!y 6na C.un 

Rows as:s.octated w 1th 1ts rnero-r w ltn Unn~ Wau~ ln.. 



SIGN ATURES 

F 1ts...ant l• :ne l ecr.m~mtht$ 01 Secoon ; j 01 ·51<:!' o • Jn~ Secur•t ies ;: •·•noe A ~· "' ' ):;.: It> .- : ;'1,.~ ' u :~~ 1 , 
"-.~~usee tl\ 1 ~ 'le per. {O De sl.gllad 011 IU 0 11n all ov 1ne •1nde •s1gnea tne•eiJf\10 Ot..,v <t<..:not ,a c 

!'urSI.I<!rrt to the · ~~·llmentS ol tn. St c:.urmes Excn.tf\0~ .Act ol 19<lol . (MIS r t("l\r; "·~~en l •cnee :l~· · ' _, rr-e .... 
low•n; pe rSON on !l!half of ll'le Como anv ane '" me CIOICtbea •na Jfl me .:ates IOCI~o\tec 

S! nOAIY~ 

tt l Jgbn 0 Crawtord 
Jonn 0 Crawford 

t11! Jjmotnx A Blann 

t• l jgbo Y Leal 
John V. leal 

Jr! 1 1mu a !C;atc 
Tho~s G ..:eete 

' • ' By!dl!l! J Page 

I s! DmgtnV f Sie<!z 
T~rnotny J Steaz 

' ' ' Alh" n A WQQt1Wifc! 
ll !b el'1 A . Woodward 

F .J OQGl_!Y 

Ctta 11mat1. Cruel 
E:x ecut1 ~e Otftcer 
ano O~rector 

~"•e·S~dent 

end 011ec:or 

Secretary 
•nd 011ec:o• 

Pronc•o•l Fin•nc~tl Ot!•c• •. 
Pt•nc•o al Accououno OH•c. •• 
and D11ec:o• • 
Ol!ltCtOI 

::urec tot 

C11e G1o• 

Jvne .:. 7 1997 

June ~~. 199 7 

June 27 1997 

·' ''" " - ~. l91J I 



--= t"'e ~ ;.oc~no lo e · ~ !1 
l<;erwo •~ Long ::Jo su nce In~ 

! 

W t. ~ . e •~d 1 t e.c. t ne • ::om;:.any1np ton.s.oH~•teo o a tJ n-e sr.:-=-:1 ~ f'llr-• w r • .. ;a~.., ~· r. • -...:e ... a - '" 41W\ a • 

:.Oroorar•on l •nd "'-'OS>Oll" " -.s ol March 3 1 1997 enc ' !!9~ . rc t•~ reraa o :ons;,loo•·•-: r. ate'"'•"tt o• .;)p~ra ' • • 

noc~11ooo ers e-.lullY a roo c; u h 11ow1 tot UC" o• the vears on tnt tnret yea r pe••oo eno eo MerC'tl 3 • 19~? ,,, . 

r1nar..: .. • m temems are ttl! lt.SilC:uitlllrtY 01 ~ CornDOn, s mar.agemenr Ou l r ~ s1JOfiSID• IItv IS 10 t r ?oou Ar :.oo<>•:· 

oM tnes e lonanc•al nato menu ba•od Qn out audll.l. W e a oo no~ a uao: : ..,r font~ fl:o el r.l tem.-a " ' . one :;, s;~nt • 

Terecom. lflc oncluoeo on the consolidat ed lonancoal S'tl!ernenu ol Networ ~ Long Don ance on: wnocn n ate menu 

const•tu te total as:ut > or 4 .6 % u ol March :l I , 1996 • 1>0 lOili I revenuea ol 7 7 '1. or !ne yUI e nde d Mer en :.1 

I ~913 and total revenuu ol 9 .5 ,. lor tN vnr ended Ma"" J I . 1996 ot thf' •• •eted conaohdett t toll I• Y'lt a iH 

did not I Udl l the fiNMCtll ftlltmtnu ol United Wata , Inc., on eludtd on the con4olto•tea fti\A~·•• rta tem e m s o• 

Ne twor~ Long Oi1nnce. Inc. whlcll.-tttements conrmute total esnu of I O,J 'll • • o l March 3 1, • 996 and tO Ill 

•eve r>ues of 2.;3 .9" tor the 1Hf endlld March 3 1, 1996 and t ota l •evenuu of 8 .0~ to• the vea• ande<' Marcfl 3 • 

1 99~ ot the •alated ~ tataiL The fln.nctal sta•emenu of l ong Dosun::a Telecom. )nc . aod Unrted Wau 

In~: . we•e alJdned by oltler IUdltors whon tePOru tn.reon hhe be• n lumtsn.d to us . l nd O<Jr oponron. ln$Oit r u n 

relates t o the amoums o~ludlld tor Long Orsunc;e T• l• cc.l'rl, Inc and .Jnrted Wats, Inc . "bind aole ly upon tne 

reoons ol other ludnors . 

We cordvc11d ou• IUdru '" aceotdlnce .,,ttl generally ac:c:eP1ed auanmo rtanda tdl . Thoae nandarda reauore th a t 

,.., plan and perfotm ~ ...,,It to obtarn rea&Qnebla aJ;aJra~• l bolll wl\ether tt>t finenctll natsmenu ate fret of 

ma teroa l mlast ' ~rne;n. An audit lnc:ludou u.arT)Inong, on a test bams. evidence .u~rttno IN amounu a nd 

drsc losuru 1n tne fiNnC:III mtcmtnt•· An aud•t 111o 1neludu asu u J,ng tnt ttcounung prtnc;lo!Ot uaeel af\d 

SIQ'Vficam Ullmates made by management. 11 well u evalu•nng the overall l rne nera l natemem prnenta loon. We 

beloev~ thet our eud iu and the rtPOru ol othtl• audltora oto>~rde a reuonable baau lor our o"""'on. 

1 1 our opo~. baaed upon o..st aJdrDt arcl the repott~ of otne< audiTOt&. the contolrdat.O llna~>C•al natemenla r~•arteo 

tO above ore:sent 1alftor, "' all ~ t~::tS tho! finanaaJ POSitoo n ol Nnworlt Long Oosu.nct . Inc a nd ,.,t>srd 1111e s 

u ?f Marc h :11 ' , 997 and , 99~. lnd ""' ra..,outu of INI•r Olllfltl'lM ~ and !tie II ca ••• flow • tor u cn nt t tl e v~ar s '" lh • 

tflr~e year Pe iiOd endeo M11cn :;1 . , 997 , 11'1 eon fo1m1rv Nrth gener•ll~ ac.:etned a ccountrno pnncop les 

.J•r.:U-or;, MtS~S$1PPI , 

~unc 26 19 97 

Artnur AndefSen LLP 



: :-,e ·3ene' ! 1 Par:ne" 
·elecomrTl\mtcallon5 VentUru L1m1teo ~' ar.ne r shlt: Nc. • 
i •A Blu• R•a;~e i e leonone 
.:Ute coer . A 2:70 1 

-- -

We nave audned tho balacnce s r1ee· ol Te•ecomrnun•cat1oru Vel'lfure s '-.trn•teo ? enne•! n•o l'i~ 1 - ~ 3111( ~.ocr 

Te~ecnonc, u 61 flecatnbel :;; 1 99~ trd tne l eltltoO cS'Utem .. ntl o f O ~I"I~!IOh& por,ners 80l ' IV toe' •••l l and ~Hr 
flow• lor tht vu r-. tndtC Oece rnlle r 3 I 1 995 11\C , 99<; 'rl'ltse fona nCII I r.,.,.,~nts . , . t nt esr,on610olll\ :r· ., . 

Partnerrh•D'I ma naoeme 111. Ou• rru-oon~•b•l•tV •a to ncreso •" oo• n•on on tnese l.t~a nc••' n a te,enu basec' ~r , ., . 
auditS. 

We conducted our audiu ,n accordanca w it h oanerall'r i ccepted t i.Jtllt •ng IUndtiCU Tl'lo•• • l t f\Ot tos reau••• th<it 

We PIOn and perform tt)t audit tO obta in IOI SOnable IDUrance I OOUI whetl>el the llnAincll l C~U 'omer'J1s are tre e 
of matenal rntata~ement. An audit lncludu eomon•"9· on • tetn Dull , avtoenc e• a,.poormg t h e amounts -~na 
dos cloN'••• 111 ma tlnanoal stAitemenu. ~n a udiT ats~ •f'Ciucl.., u:nuano the •ecourn"10 P"I1Ciolu 1.11eC 1no 
SJQI'Wfiant. 6stlmlttu made by managem.nt. u wall • • avalua lii'IQ ma ovet~ll ti'18nc••' tn;ltet'!Unt pteUntltton Wt 
bell•~• ~~ our audltl ptOYlde a ruaonable llA~• tor our· OPI!110I1. 

In ovr OJlinlon, the fltwnclal ntnet'Nina refe,.ed to above preunt' latrtv, 111 a ll maten t l rupec:u. tl'e l•"'nt;Ja l POf•t•on 
al T:elecommunic.tions Vanturea Llmlted Parmerah•ll No. 1. TIA Slue RIOQt ialel)hone aa of Oecembol• 31, 1995 
•no .the r..wts al tta QJ*IOD411 ano tta caan flo""' tor me vurs enoeo Decamoer j 1, 1995 1nd 1 99& '" contorr.,.;y 
""'tn generally acc:apted ecooummo pr~nctpl•• · 

Culpepei . 1/irg tnll 

"''•r •0, I 996 

Y ourn.. Hyde & Barbour. " C 
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,..,::arne :.n.nQe.s. 1n SlOCitnOIOs rl · eoul'ry enc ' ' ''"' Uo.,.. s •or ~ne v ear.s. ~ n:s ~: .. ·.- e--t:.~ :• • 99~ al'\.:: • SS.: -,...~S.!: 

~"\I nti·~ r'~1'0m•nt4 If~ the re.J;X:U\S't:Jtlrt;. Oft~ ::»mt)a~ l rT"oi MAQ~mtn• :•u 't!~ C--~It:f•l • , r :~o- C'• ;\• t :.3 a• J C. '"hr.: 

Ol" Vl ese t~nenc•al sttternenu oasttc or out t uO•ts 

We conouc tec our 1u d1U In • ccorcanc~ w •tn ge nellllv acceoteo t ud•w•o sU,OAtdt -,on nend a ros •eouue tha ; 

we Olin and perlorm tl\1 audtU to obta•n •aasona Ole •uu••nce .l DO\J ! vvhet ll<' tnr ' '"• " "'"" sutement.s ere !ret ol 

"'''"'• ' misstatement. An t ud tt •n.c•uou eaam•nmg. on • test DUll . ev.oence 1uooc "'"0 the t rr<ount , • nd 

OI$Ciosures tn the flnanc•a l sutemenu. An t vd•t also \Ch.JC~• tueuang t"1e accou,.,..mo on.,r•oles u oec 1nd 

Slorvf\anl esnmatn maoe bV maNoemern. n wtll u eva lut uno the overall f,,.,c·•• r.ereme" l p< esento lton. y • ., 

Deit l¥1 t t\1! OUI aud<U PIOYIO~ I reaJOnat>lt b aSil tor CUI 0P,n 10 n. 

In our ooonon. 1t>e f.nano:.al SU'tl!!'ent:J rwft•TeC to aDovo ou·unt ta•rtv. tn all 11'141ttnal re~P•cu . the t •nanc<t l ocsllton 

~f \.;r-lt•d W•ts1 lr.C -~ .,, ~O .:emb4t :: • t ~~5 . • 11d if•• ,."tt.uH& Vf ,ta O~f·t l~~ .. t • .J ole ...... n f,U\ :,. itJ• ~1 1c -e_.r\ 

ei'IOIO Dec:tmbet J 1, 1 995 • 1'10 1 99-4 '" conformity " "" O'" •rallv • ocaptto u countrng 'Pfti1Ciale 4 

1\an~u C1ty , Miaourt 

March ' I 19g6 
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Suud.ng • no tmptoveme:f'1U 
TelecommuN~tiOIU I!"CIUtPITitnl 

Fumrturr and f i,(Uifes 

CUSTOMER BASE AC.OUISrTION COSTS. NIOT 
GOODWILL, NET 
OTHEJI !NT ANGIBLES. NFT 
OTiiEJI ASSE'n 

TOlal una 
!!Aft!! WES AND SI'OCKtiPl DEBS ' EOt i!D 

CUMEW U.t.BIUTlES: 
Ac:countl ~ Yllllle 
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Opera ~tng e><pentes; 
Ttansm•u•on costs 
S elhn g. general a oo A::O"ntntstU\t~ e 
Prov•aton fot lcsa.e-s on ac:ount~o rec c,~ a Oie 

IJe Dt ec•atJon 1,..0 •mornn tlc n 
" •cvtllOn to reduce ":VTYI"' va fu a 01 , ,,.," ust l t 

Toter ooetttsno expensea 

Cpetetmo tncomt noal 
lnttttlt (Income) expense, net 
Othe r (income! ex;terue 

Income (lou t before Income tuu 
Pro~•••on (ben•fltl for Income II'IIU 

Net •ne11me lloa l 

0 IOrtTia adiul'tl'nent (N01t 1 1: 
lrv:ome c:P. pro~1110n 

no forma net tnc:Cme (los:sl 1 '-pltCi blf t O .;ammo" 
nockholdara 

Et tn•not l!ou l per comrrw;,n ~re 

Pro lorrN .. mii"OI !loi'SI pet common snara 

I -

4C - · 7 _. ' 'l 
1 '>. 77G ?9n 
3104 ~ 6 ~~ 

: ,902.3.: ; 
e~a· ,..--c. 

57 ;•1 "-s 
18.0:!3.8331 

517.596 

18 ,551 ,4291 
1e97 oom 

l7.854,42SI 

a :ttK! 

1tz esg • 2:11 

, q 1Q! 
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~ I 5 I ~ c:: " '.l 
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2 23 21J 2 C!Ii 954 

374 .197 ti\;7 .5 ' .1 
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: :..5- : :' A~ ~~:; t,• : ;=, :.-I'L: :. ::-,, -IE$ 

t.Jt-t ,.. ::>mt ht"l.s s 

.t.o1ustments 10 r~:-an:ue " t l mcor-~e boss 10 "le : ::as· 

aueu 

:)IQv lat-! bt H.tse<r ,rr or.e~"at.-.g a::'" ':'n 

D eo•ec:o1•on 

il.mOMI:BI IOn 

"'Ov•Ston tor toss~s o f\ •ccouna , ~:• ••a c~r 

Prov•s•on ·o reouce catrv1ng valuP o f c e!1aon 

Prov iS-iOn (bene ftt t fo • :Je'~ t:'! J tn:Om f! :a ve~ 

Prov1S1on f or employee stock •ncenuve 01ar 

tGa• n1 IOU on d•spou l ol eQV•oment 
Cr..nges •n aneu and l11blhuu. "•1 of e•tec: ot 

buaJneu comb•nallons: 
Accounu rece•v e ble 
Oltwot tecellfebl .. elld cvrraf\t aueu 

Aecounu payable end other cuf!ent hallilll•es 

Ol'her 
Net cuh provided bY (UNO In) Ol)era rmg ICih'tt• U 

:1..SH FlOWS ;=fi0M INVESTINt: ACTI'I!TIS:S 

~p~al exoendllurea 

S ale of lhort·~rm lnvutmema 

Acou..ruons and ,....~ costs 

Oecreaae !lneteuel in otnel Intangible eueu 

Proc. .Oa trom alt crl tQI.nptnant 
Otl'ler 

Net C:.l" U..C 11'1 1nvutfng I C'tiVIUOa 

CASH FlOWS FROM ANANCING ACTIVITlES 
Net bo"owlnga (repeymem:aJ undar 11ne of cred•t 

Pnncrpel pevmet!U on debt 
~ro; ellda trom •csuenca of cleiJl 
Oe.croaae 1n c;apitaf lane obllgnton 

Proceoda trom la.uance of common stock 
R..uem011on of p<ale"ld stock 

O•v•Ocn6s '"' ~ommon noc• 
OHenno c:osu 

Net cash prov•ded by lulaO , ,, 111'11!'~1"0 ICIIVilleS 

Elfec r ot cP\anoe '" h1ca yea• e no ot "'e roecl 
entttle .S 

Ne t m:reue lde c:tUAel 11'1 ~;ern e nD cuh 

aa•J•-'I Ients 

<:u n af\0 c.tJ/1 tQU•v all nt& a l l.lo'Q• Iln•n g (> ! pe toocl 

-u~ 6nd c a&n t cu•valln\S • e no 01 Pt' fiOO 

r Jo .3J6 
l, J 7: .ttn.J 
J ')~ • t. . ~ 

6 . 29 1 000 

- 2.:. _;~: 

:JC 3 35 

1 1 .~ 1 5. 201 1 

347,997 
1.664.274 

18.2 4501 
3121 ~ 1 0 

(304.7981 

13,801 ,0041 
24,44 1 

764,31!!3 

13316 998) 

(: ,492,731 I 
II ,250.3001 
~.250.000 

185 ,3051 

! 0 78 .'!JCll 

" J!: C.BB 

.217 4361 

e: J aJ: 
-:::: \'IE1 . . . . ' 

2: - '~ 
s· - · . 

1' • 0001 

13.997.1381 
0.206.250 
1.943.120 

122 2 JZ 
' 15 ' ClQJ I 

11 .081 ,9831 
1 .558,562 

11 101. 1731 
11 95'.3211 

17 oov 
14 4/12 ) 

!802 377J 

2, 532.13~ 

11 ,243 ,0181 
e~ . 75~ 

1::\6,3861 

' 339 56) 

36 !1 30 5 

I ~ ! . o . 

::; ·t ::!'· 
a: : '"'"' - -. .: 

..: : 35 
6 : .3\9 

t2 ,888,!J.;J 
34 408 

2,U3,200 .. 
!!58 PSI 

1 05s ?!!2 

11 .423.9881 
2,751.238 

I I 781 .0551 
(1 10.8531 

14 1791 
!588 8371 

1454.6 801 
12J .OX 

204.695 
155,5271 

, . 34 ,5971 
153 5851 

!170 tJ04 i 

' ., 55 1 
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c. .,-, - ;. -



NC(J!JPt. ' ? "'r. :;)15- .&'/("" "IC .:.N"' < •<><: ", .:.a 1=~ 

NC""=-~ - .. ,..,,,,c;nctr :.-=- ~ ·,~ ~~r· t. ..:. ·.:.-: •,,;·,- -

:.-:: 1"" •,• !- ··=:t-

~tr, .....,. o"- _;,..-.; juanc:&.lf\C. trne -:~mc; any · o •to~o:wor• • rt•ov1oes 1onc 01 r.a n· · r: l e-: :;~m,..,vn·: ~ IICII" t s•• - ~' ~ "' 

~~ ~~ ,e:s.~a enn• • c:ur.omers throug"OV1 mo11 ot ~ht Unlt ea St41 ttJ w t~n • ~,,f'T\,,.. :on~cn1ra t•O r" -,~ s..-=a•J 

:: rnea1um·sr:et ovs.ne.sses 7he ::..m!l• nv orov•Oes tnese .se-rvtc e! 0'1f'T"i.tnl-. ttHcu;r ·rue~ ~JSlOMt ' se r. :e 

::.aM t.' s DUSIIWJ:.S re t ail. ao~nu ane as.soct~ llon orooran~ Tn~ OJSt"eS$ 'eU•t .:-ranne '""O*' f!'" • .,e '111t ..~ • tc'l; 

Ctr. an~ t St!H'VtCes dtre.:·tty to end~seri The age n!s cna nne• •" tOivts tnc u le o• ton' d•nance servtCe J ou• - .1' ·•o 
trcl"\Jsers tnrougn ~et agenu of :ne Como.nv. i'r.e 15:50.:J• !Jon program Cf'\anr •• esuotts,es ucluaovt m1r\t1 " li 

•~•eemenu wlti'l v1nDUJ !Tilde or C.:Wie"SS aS$0c .. uoN to mar~ e t m e :omoa "" a o•oauc:s ana serv.ces tc I'T•e~::~e·~ 

Of IN ISSOOi tlona. PJ...,ously the Com;~any OPIIIteC: a rwot ~nle&s IUell oo cnannel "n''" on.v ooveO me SAle 01 •cno; 

oosan• e seN ICOI to om.r t nntleJ wno re:se ll !lie Jervrces to eno u~&rs - n. :e~moanv oegwn 10 ae •emonoso~e res 

,w,tcnle&s re.sellet channel dunng the voar ti'\Oed ~arcn J' I 99tl . See Note 2 

~Its are UII\SI'TYtled Olflll eucurt~ luMd +rom ather tolecomm·~ntc llrOnJ cart1ers a t fl•t1l ~~ ""' 'aole r ete~ Calll are 

twttched tnrougn the Company'• awltctung center 01 llv otnet :a m ers on tne :omoan. s oenall in .. C.omoanv 

1\Jmt-. tU end UM r CIJJU)(Tie{S. IS well II tU teal~r c:u n ometS, wotl'l v l loOul lOng drs<.Jint; e ptOOuClJ oncluOrnt; I • 

Ooalrng, WAT'S. pnvate uno. calling card.J .net 800 aervoces. Biilong, colle etoon 1nc1 ~:Unomer se,.., ,c:o 111 IY IIIaDle. 

a t IOdltron.al cost.s To reMIItr customer&-

Ttwl Company has tour wholly-ow nee svbs odo efles, I Ae twork Adv~rnceo Servoces •nc: Networ ~ Acauosnoan ~orp 

I.Jnrted WIts, Inc and Long D1sunco Teleco!'1. Inc 1.11 releronce.s 10 tl'le Company ll'lctude ns subltdl llots e-> ceot 

u stateo ol1\e rw<Se , Tho Ccmprny·a prtr.:iPI I o lfoc u are locattO '" S.tan Rouge , Louolilf'\1 

On Juror 3.. , ' 996, N~ tTWged ~ L.ong O.nance TaleC:OI'Tl, '"' · db. Bfue Rodge f aoephone t •Btue RoOgo· l ano 

,,.. connecuon tl'lerowotn raAied :!37.079 fhl••• or common stock lor a ll o f Blua AtOge·~ common stocl.. On 

Novnmbe l 15. 1 996. Networll margeO w tlll Urvteo N a u , Inc:. ("UMed w.u·r one! on r;onnectoon 11\0iewotl'l oU VNI 

2. 277,780 share a of common n 6cl( fof 111 o f Un.totcl Wa•s' coonmof'\ n oca.. 18om ru naa tllon• a•e collect••• •) 

relerreo 10 as ltle -Mergeta. •1 Eacl'l of !he Mttroetl wu ac;countod 'ot· u • poch,g-<>1 -onle rens and. ace• dongty . tn• 

N.,.-worli, t;n~.ncJel StJitemttNII fal,f .. nod.l prior to the Mer~· · 1\av• !I~<! I\ !estlt~d ~0 1'1::11./d~ th(o tescl•: o ' e!· ... "\:~~ ~ 
1no 'Jrvted Wa ll for 111 parioa• orutnted. The cambonod comparu ea of Nttworlt. Blue ~•doe ano UnotoC Wats •re 
r.oreonaher r.ICif'feC! to as tTie Comoeny, SePiflte ancl comboneC •esulu of OllCflttof'\J are u follows: !Note tn.t lor 

The Stx months enoeo St Pttmber 30. 1 996, bll1nc:ea for Blue ~ldge have tl<!en •ncludto on tht balances to1 

Iller world : 

=t ever'\ve: 
'' t twor• 
61uo ,:r .oge 
)P1 1{~ Nat~ 

t; omtm•e<2 

ln.c...Drne tro s.u Dofo' e •nt o.,t. :aJ. 
/4 rtf'f"o'O'~ 

J iue ii•O(Ie 
~H"U t •e- '\IV ~U 

1 ~momeQ 

r nrea So• rnonrns 
q 1pmno CM CQ nnQnQ 

June 30 I 996 Scnrempr;r N 

• F , :H~ 000 
99 4 000 

.: ~~!; m 
• , ;! .:. • rl ')(Y; 

' )2 0001 
.. ~ JO('J 

9~00f'l 

OP 'lf\(1 

• ! 

~·.! 1(\r 
, ... ,.!, ~('1 ("1 

Yu r Ended 
Ma rco J 1 

!996 " '"'' 

l lC 8 'G.O"G 
J .163.000 

1r e·G OOu 
• '~ ,,c "7 ")0(" 

44:: ::l<X! 
:! • ) ro£<, 
· : - .. '\ 

~~~ • • .:lC'C 
2 79il QCir 

J 68 000 
t.. , ,c "'"'-'""' 

e> ... ·-
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~"' n ............ :a h~' ; • ..,e A,.:Of' ;].:: " !:1' t-:~1'\.:~ "'!..:J~ ~~"' t · ~fU.~ ·o~ ; "'\t ,.. •;•cs jt t St:f"\UzO o t ; .1tt ! r ~~ : ~ · . - ,,!:nJ~~!. 

- "'" • : ! ;,ar"'f'le rs -.,t · ='" S G• .: a~ e d .s :.1 1 ~''"·~ · ,. :-· ,):; r~•t •C I\& "':t..,:lr ar ..J' i1 .. : •fe'" .:.• ... • · -,, • ": · • ...,fl ... .. • 

"~•:-:.· ,..! WI!~ ISS I" q .1!" ~•::;e ' a: :.r e!"' St....:)lo: : :e .n -....., r <:~ · ' o,. '* ;Jf' o::u J'I!'".U •:e:..: 

: .,!:), • . "':7'!" '.-\ e:r-,~r&~ be :!l ... e ~+t!Q e 1 """11; .Jnn~:: \1\ • :s -· ' : e-:. • J c- : e ,.... ;:,.c · · · ~ " 'V CI ,l ' f 1 ,: =:t• :J.J ':I ""' St l - • - -,,. 

: onn.'"'c re s-.-~ l ts ot ope rat ions •o, ~ .. ~ ,. ea• • noe-: ~~ . , : · ~ · '9S. - : .,e ar" .:,., .,.~ r· · ~ . nc •uv ~ r .... r ~wo·, 51vt :: ,o,t. •"'= 
Jnt:e-c W il t " n• s~or•cal ' I: S\IIU- 0 1 ootr•t ,o-ns for th e l w e lv t rnor.tn: c.nOf'O tJ.a1:-r j ~ ~ !? ~ · ; tJ . :liJ~:l~ Sc l ~· ' ""!' 

:o r- con~~ rtsults of ope ra toons lor t he ~ea rs e ncted Marcil J ' 19 9 6 a n o • ~\' : 111• 3rut '-•Ollt • "c _ .. ,, . ~ ···•: 

l"ll\J~"'•ts 1efte~t Bklt AidQt e!'d Un."tt .: Wt t.s "'\fS'IO t• C• t ' ~ $\J fts c • o pe re•,o ns •or 11'\r v e:a t ~o e n\lr .,. Je ~ e M:)t'P ... __ • 

anc · ggL resoc~lhiCtv a "CC thf Ne :-wc"' anu •. f'"\U r• f tt :-· '-t "' ...., .," s t\1s ; ouc a ' ('S\JI ~ ~ '0' tne vc j.t J. en~e ::' t.• . : • - · 

" :19t a na 1'?95 r, s;,e;nve rv There lo• t "'' !!lut "'oge anc: J rvte<l Wau n.n.;,r,. , , rt $.J IU o • ooetat•O"~ •n :'"1t •nr e~ 

""0nii\S en::leo Ma11:1'1 31 199E "" net c.,n ta on« "' tn t ':o moa n¥ s c:on sohaa r~ s:.te ..,enu o• ope ratoon• • .,.: ::u r 

I low s tor a '1y pe rtoe pfesern ec: · f\e ,.r w e ' e ,., Stgnr•,ca rn m~erc:omcanv tra ns a:.t10"''s am.;n ;: Nc~wOf ' S.'Ht- ;.. :ge

ond ,J noleO WelS. 

TN! rollowono a re conde rued stl tementi of o~rat ons ona ~un IIDwl f or 91u• Rodge a nc1 •n11e 0 Wa u lo r H,. tnree 

mont lis enoed March 31 . 1 996~ 

Co no enaed S ;ate m e nts o' O pcra tro ns 
Three Mon!b• ; rnl r<: Ma r.-h 3 1 I 'l9" 

a, ... ,..,. 
Oc.e,_IIIIU u~n1111 
Qporatrf'lg rncoma 

Ott~er l11come le>CPense.sJ 
Income be'lore ~ 
PtoY11lon lo< rncol'lle lA • 

Net rncomc 

19211.000 
852 000 

74 ,000 
!4 000) 

70.000 

p opoo 

Condl nla<l S tace m enu ol Cu n Aows 
Tbrrr Monms Eno .. p Mmn J 1 I 990 

~ ... , lnc..:.me 
OeorecraiJOI'I 
ChanQe 111 a.rr•nt u.uu ano ll.eOitmes 
ea.t\ provtded by Ol)ell l tOQ I C[!Vf! IU 
Cu t> prOVIded by fusee onl rnven rng 

l ctiVfbll 

CaSII · rlild rn financ:;ng a CliVIt•el 
11\CJeue ldec ruse t ~ ~ c afl/1 a nd e n , 

e QUrval en~l 

ah•c RrQpc 
zo,oo:; 
J 1,000 
12 0001 

!19 000 

! O QQO 

11 38 0001 

1/ru •:<l 'tY111 

J 3.855 ,000 
j :jJp (/jJ!) 

21 9 .000 

219.000 
79 000 

t 1 eo m 

Um tcQ Wty 

J 1-'0 .000 
9.000 

475 000 
623 000 

!lZQQOJ 
120 QO/J) 

56§ poe 

-,,t (om~n'r " a.s bee n actPiely e nQa ge:d '" a n e c:autt ttiOf' D' Og re m , • ocua1~ o n :ol'l'loan~es pramaHI ~ ,,... 1ne jof\.O 

a o;ance rnou~rv Se e Note 3. Cenarn of 1'\r ocourA>toOM .,. , . rtsv lt t<! " ' .,., Comoa nt • a<.ouorm~ arg rul•t onl 

•n!anQIDie ane ta . proma rllv C\J&tomer !laae a couraotron C:o iJts ana gooo,.. rll Aa u olo•"4t0 n- "'olo j ou rong \1'\e vear 

eflCl oa Ma reT\ 31 1997, l)nlnanly ~am 10 c en a rll cont ra c N al ruva lu a tron cro tero a menagetne l'll d e le rm rneo lf\a l 

:a~ ~.:~moanv s abtlrly to ru lae the unamoru: t<! I!AIIInce ol •mang!blt eueiJ re lataa t c CP'11•" P"O ' I ~Qv• s•twns w u 

ur.c~ ~··r. As 8 reaJII, lne Co~ny lriO.!Ited . 6.29 1,000 " ' "'()n-<,U t'> 0'0 "11'01\J !0 rodvc~ l r'l t · · ·v•nc • • •••• I'>' \L. • 

onungrbiU t O !r>l!ll enrma ted , • ., VI!Ut " • q l Ma ret> :II ' 99·7 tnr Comoe n, . ,,.... ~· .. ' ~ •. "(, .... - ~I 

•emaoi111Y,l unamortrl!td lfltl norble use!> ret• teo 10 I CQ\.IIIltlan t~•"u':Joru Me r14ge m enl br ••• •• ~ •'lA ' o:l ' vt • · - r n · 

1r ).Ut n 'ma,n~u"e a ' 11a:s '' relill i Di r o.-s, tf on the e 11tm.. re o •vh.;' e n e ~ ca, r fto.v• c •oectf ~ t -.; b e- Ot • f! •t te !! • o,.. 

'"'t .~ .l\Jl1e.O ent111e s or custome r b it ).es Howe ve 1 m•n• g emen t .s. e S1tfT\• te s. of fu tu rt n e! ... a~ tO~' - _., • - .• n~· 

.r ~''' fu t wrt: on;J s vc.n ::na u ge s c uu1ct tJt m.a re ' •• l 

. ~ 



i'le 'Comp,~ny 1ncurrod 1 net to ss ::' I~ 1!~ 4 . 00') l o• 11111 yu • t noec '¥~••<" _ l : 997 •ac:...,,~ .. ,.,. : o"t ttlll.' t<: 
S1QNft~ITtlv to tile lou "'''e tne p rOvi.SIO" to reduc e tnt~ ;:all'(tr\1; ~~1ve ll1 11\tan Qtlllr use•3 ~r " =•usee ;Hov ; 1r.r 
~ol iOS!~ s Of\ •'- ~O·Jnu rec e.tva :;,te • nd tncteasea sefltnc. oenetaf anc ac..,•n•: -: a :, ... I'!" f"'( !lt tlst-5 ..:.!. " · ~ ) ~ : ' ~~t e:.;. 
r.:.rc."--~otd ets' eq\ . .nty oe cuneo trom .l · ) .98o,OOO " ' M••cn::! 1 19_ - := ~ s '' _ :t... a ~ \\or:~! ~ -- - 5ec ' u:.eo 
;,ttl"-~ ooer• nno toss art:! resutttno oecllne ,, noL.IIC."tlo loers· ecu1~ re:>o ,-ec ::, ~"'r _..J:T.c.no. ' O' :n_.. .. , . , trnaeo f.,.,., .... 
}' . s?-. t.nt. Comn.tf"''Y we.s ':\Q t 10 .:ompuance With ::o~alfl f~t'"l~flC:l8i l :-:l ... ei""A\"')a :~ -,·a ,~c c ,,. a::. .._ ~~ : leO•' t·a: tw ) 

"See ~ote SJ. Ac::on;;1•ngrv. tne Com~ny recervtt_C! • ..... tvf t w Uf\ 1 CI ..s;l~ =~ • ;l : t --:• •r : 1 5\Jt- .:.:>ve r.ants 'rom •t.s ' ~"C t" 
u ,, Ma r.:n 31'. ,g A$ I IU UI! of a nc In c:mne C::IOfl Wltl" :he l"'e•;,er :. an$&C 'oon~ :on~l.tmrr.a : eo .n Mh ' !.'~ . 

rs •• NolO 1 31. tne Cornoar>y comoheo w·:n c:e r';Jff\ :>f the frnan:<31 ~" "e'lanu 11'>0 '1U '180 :>1 J!oO a~~~-
amenomen! > tO the :re:m ra:ihf'< 10 refle cl c n a ngu .n flnant•• · DOllliOn 1 1'1Q ont•c•oette! '=''•a non .~ t>vl•net> 
strateQi e~ 1nc operatmQ •uub &~C< a tec w1!1'\ sucn uansact1ona Wr11lt m~nagernan· tle il e vu ::-a: lf'e : om t;a nv 
will be IDle to 'OrnQI~ Will'\ !1'\e rer>eQOlll!t O loa n agreement . th er• ::an Ue n o US'-•onc e l"'•l tl•• :.?mt.•n~ "' 111 "{ ; 
1equ•1 e adtlttlo nal w11vt1S 1n tile IVT\Jre or If S'.rcn waive•;. are reou1red !1\ll ~he erld e• .-.111 prant ··~~ 

Pr, ncm(c~ p-t r.cnsgljdexrpo 

T~ ac:omoa("(I"Q con~hoated financ:1al :statements .nolude the ac:~un :s o l tn• r '""pan ~ a nd 1u wnolfv -ow•1ed 
suDs>tllanes . All srgrllfic:ant 1nta rcompanv bltancu h11 e been e iJm1na ted 1n COiltohOlll on 

l lhe p lepara!lon or financ•• l ttet•,.,...nt.t 1n : ontormrtv w•tn ge~rall~ accePted acc:ou ntmg pt~nCJPIU reau1re1 
mana;emem 10 m1Jo.e lft!IT\ItN al\d auumpt1ona tr..t 1He~n tr.. ttooned' amounu ot auau and liaodJtres . the 
ClltclofUre of COntingent UMU and llabUJtlu 1 1 the d ltt of mt fin• nctt l ~altment' tnd •tvtnut• a nd exoerutJ 
dur1ng the perlodt reported. Actual rtiUIU c:oulcl d iffer t'tom ,thole uttm"u. E111matlis ate uae<l prlmatilv ,.,,.,.,, 
accounting for 1tlowanc:~ fr.r dcMibttul •ocounu , dtPf8C:II 1JOil and amorttzatlon. and tuu. In ael4ittor~ . estl,.,.tU 
.,, uaed bY management'" anlmatlnQ tun.re net caan nowl when evt lua u ng the C:orrtpany·, , tbrli~ to rt aha ltJ 

~nv-..urne>ru rn lo<lg.Uvec uau. and In determtn1no ei'Uml•ed fa tr valut of aueu whoch ,,. deemeo to nave been 
•ml).ell"'((. See • AllCOUm.i Rt c:atVIIIIe• lnd •lntlr\Q<ble Auetl. • and Noll J, 

~pit yat);Jc gt ftnonc11! lnnrumcn u 

~ ~rrymo .,-nounu tot c::asn. aCC<X~t~ts rec:e•v•blc~ ott.• recc-val:lles, accoun\a :uy.:,te , t ccrued lii Dili!IU • nd 1ono• 
tetr'l" a eDt appro10mate tnelf lalf va lue. 

Agc;gynr' Bec.,v•blc 

.A,cc:O<Jnu rec:ervablt represem • rncxJ"t-1 ~ 0!'1 rnontl'lly (><111ng1 lor long d.sunc:e ana othel ttllec:ommun<Ci tlons cor.t 
rnc:urf ed bv cunomers 

The a llowance tor dCXJbrtul eccot.on•u •• anaDtiaht>O tnrough • p•ov1110n •o• lo tus on ac"ounu r~ < ftlv at>le wt11an •• 
:~.:;~rged to e~pen••· Accounu rece1vabfe ar• wrorre n u lf aga.n l'l tr> o ollow en ce tor ~out>rlvl accoums >"nor 
managem~m ne l11vu rna collac lll:lll•rv ol tno •ece rvtDie '" ~.~nh~ e l v Hoe allowa nce. wr\lcn " buea on eva lu1!1ont 
o f !he ~ :tlle<; tlbiii!'V Of tl'le reCI!IYI Die.s ArlO proor IJt d OC>Ot tA Qt: ll ei'ICe oS An Amount tl1at m e n tuem en! !le he vU mil Oe 
4tleo.-ote to ansott> ptoDaola lo""" on tcc uunu •oC<'Iv•t>l e U 1s:11no At tt.c reoorttnQ oa t< 71\~ ev• l.- a l1um tu* •!'ItO 
c:ons.oefe t•on S\JCn f1c 1or t a1 c,.,.r.ges 1n tt-.e • g tno a no volumr Af t"e l tt.o'"'nu lf( t •v •ole ov nta H oua11tv ' t "" ' e~ 

or sper.ifrc proOtem rec l!llllbles and current onOultll'V condlttons ' h it mtv at!eo a - u S'IOI'Tle t ' > a0 1ltW to o·av Ac tutl 
res.,l!s could doHet trom managem e nt ' s U 11motcs. Wnt~-ott ~ oumoo tne l1&e l l ; eat> 1997 199e •no 199!1 """' 
IPOIOatmat oly $2.0 I 0.000. t780,00() ana , • ~ 79,000 rc~ec;>vel) 

JJI'l"Q !i'c ( U f e nd ed M arch 3 ' \ 996 •ne Company DI QI!' IUVII\l i i i"Q . , . JWIIC:I11•u oeuiJ o• !''' ""'' ·" '"" .. 
;t- r.e•a l•v ..snd s;a<:tf1c a llv tU r• l•t,ont ntp vvtt r t e n •tri t ~t eHers A• t retu l: ~~~~ ~:o"' iJ' "Y t ' 1V) ( · c; Qt ·~mof\a n: : 

. ,. ~.s,. • l • ' f"""' ll1~ e·ung • ct, v•\ltl by ' t OvC •"O t"e nurnbe' ,. • • ~t•t ii O ' =\Jston •e f s: lf'\Cl !ne · e•ateo A~'l'lO i rn • .rt-::-'u"h 

, ~t • • J .,te ~,.. I OCJ!ltO"' c. er.o•f\ ' OSe Ut<:' _c~.~s~omefl e.:pettenc ta 'uanc.. a\ dtft~ c-t~ ..c i w t'lt . f'l .m .;c<JeC: · '"'~ '' •a•'•'' • 
:~, ..,«t :.orr.oany or 1 W''P«Ht ~61'5 ht:selle t c.vnomers ..,y •l"' ,.a ""' o•• mt'\! '' '~:JII OS •lf vt' ·::1 !!11 • tU• t e! ':lr s: c. ' ' 
~vrrrr~t ~Ja r:$ Of u!'K:Je' •OCit. 00). •Qrerrnents 

F I 



:Anne m .. vOir enctec Mercn 3, ' 29 1'1~ ':;,""~" 0~1erm.nec lhAI•oue ~ l" : r-:a•r- •-:DUr~~ •e:e .. o:.• e • ::l_.•r•;: 

~hrOu~._ •=~utlJtton tt anu etrona. wtue O* "'l l~' :""' t •oectec · ~ ! hr- ~ ~"'' :-• •L ;Jo.J•~•!•:.tt -J. • , .. s"''" : '"r ,;2.~"' , 

~• • J. ' .. t tn·:~ •" or IT\aac OI OVt\ o,. • ., , ... .:• a..:..:.~-~" ·e-tt-• ~otD'" :c 'r'.! _.: ,., •• f _a '"'• '"" ;; ""'"'c\.~ ' 1 1 •• , , , • rltn,J '•· · 

1ea:1.: ~ ;3.1 -;. • a,u• 

l!'le ~- L'! •• l!lS ~r:- t)•:.:. .tt~tt tC$Sc £..: ''1t' ~ - ~J-•! '!': '! .a:•e. a· t.,. .... ?. 

at:ou,...-: ~"~etvi Ot' t .!ihJ•: z •-!• ~ - - _,. ... ,c;:-r.e-- s ~·4•u•uor • : 1-~• •: .. .; · ~ 

B.lrl(lrnq 
Bulld tng rmpro•·emenu 
T e lecommunrCI UOIU eavrpman: 

OHrc e eouromern 

J I \1 ' Ai l $ 

:" vetr ~ 
J IC vu rs 

S 1 vn rs 

M1rmenilnCt 1nd re0111s e re e• o.naed n Incurred ~t :'l la cemanu 1n0 oen ermerou a r• =aQ'II IIzod The cost and 

rllieteO rue••u of ILUU 1010 or rt tlle c! e re rernoveo Ito'" t"t orooerrv I CCounu, on<" ' '" resulung gam or ion ra 

rellectec on resulu o l operetforu. 

The Cornptny's rntangible UIIIU inClude cu stoma bue ocQUrSJtroro cons a rld non-compete agreements oncur reo as 

• re.ult ol P>Jrc:t-.nd cuftDmer banJ; goodwill , cun om-er base • courllltron cor.::: a rld no""'::ompete agreemenrs 

reAJibng ITom ~ of bu.rleDeJI; llr.l aottware Oevtiooment eons annbutablt to te tecommunrca lloru seovu:e 

acuvrues. 

, . 
In aUoc:.tong the e:xc:ea of the ~~~ p.or::.e over l lnQtble au.u I CQVII.O on bul!neu combrn.auons , the Comp• "V 

utiliu • 1$7'1 flow model& and orortC\tO enrmon rattl t o QIJant•fv the veluu a llocaled t o the varroue rnu rogrbl ea u 

well u the relaled uN ivl lrvaa.. WNie man.agef\'Mi nt behaves thll tht c:.at1 flow .-.ode ls a re achievable end tne 

annt>on rata Me rea _..able, manegemam regur.rly raeue a.o the raaltUtron ol tN acauo•trol\-re latld 1ntanurbl• • 

tJYougl> oenod•c uPCSataa of the uttt ~mode!$. AOdriJo,,.llv c:eiUJtl I Co.AS'tJOn l g< Gaments ca ll to r 1 comoanson. 

• ' 1 soeelfiad Oa te, of I C1UII J:UII10mtr mntron rata~ axpeoencNI ro Tf\JII exo.c:t'IO 11 tne ome ol Jl\e ~CQuwtron 

agrotment !the '1' ru.-Up•l. 11 actual I'IVTOOI'I ~' drf1tr It om exl)ected ra tat. Cl rtlln adjust menu to the I CQVrJrtoon 

pr~ce ,..y be reo,Mecl. l111t the orne of'"' T'l.la·Uo, actual a ttntJon 11111 .,, IIIPI•frcendv grtltor tl\•n exoectod by 

tne Company . the ComDAnv ITI4k.es • c!ettrmln.allon. baeed on entmlttd fvn.tre roe l cu h flo...,s. whether tnt 

lntal11)ble auet ral.ttlld to me IC~ ~-rue bMn rmpauiiC). II an .mpaorrn.rot hll occutred, • 010\ollfllOM lor reouCIIOI' 

m tne ce rrytng lil lut It made to r.aucc the ca rryrng emoun1 ol tne rroungrt-les to tne u nmated ''" vllue of t ne 

rtl • · ~d tunomer baM. Suc:ll p.oovrs-ons ••t apohod r11n to any good...,tll ennbUublt to the rmoauec asset! untrl 

oooo wrll ra ehnrn.ated l nd tnen ro tne cunomer be; e ecQUrsrtron con• See '-ote 3 

Customer oau I C:IlUI» Defl ccnu mcJuoe tne excess ol tht puochl~e once over e n~ tangrhl e oueu ocour• eC: u ... til 

as soecJ itt cosu •ncurrec! to consumfTIIte thf trll nsac t ron ouc,. u enomev • '••• eccounr or~: ' •e•s ano ove 

oilogenct £Cs:s Cunoroer 01u ecou•••uon :ona a re lec~rded oued uooro the enlrnateo ve lue 10"'"•"'" '!IUco o~ 
eslrrnatec lutwo n•• caw ( IQw &l ol the cunomtl Due e courred ond Iff amOrllled over 6 10 i ~ear; ..rS•nO tn< 

<1rlrl)nt-ll~ -UlOO ~cc:um.Jlii.O l tnOI'llllllOr'l . , Mercr. J 1 19!?7 a no 1 996. was •oorovrm~<clv l ' 6( 7 DOC' " ':: 
l~ 18.000 ru pec lrv er. 

Gooow•ll ~~ recordeo tn conn~ct10n ""''tn bU11nes) comb•n •t•on~ 10 ....,e- e :nr nt tht' tt •. u: :l;~sr pr~c.t c • : eeos ;n ~r 

""',_.,..~ 1a 11 ~elue ol so• c•lrcallv •O>'>trloaOit : • ngr04 t 11'10 ontarog•bre I!Uets The Como1nv perroC•t • l r e• a lueiH 

tite: ,.. tlu~'ltlif't c ~o'"ldwv •ll b.asec prlmal't¥ on e:~oec-ted c •sn flOW) ttom v-.e • c ov•t~ ·~ .) e:.s or Ov \•f"l tt !. ~ •.tOOdWifl 

s lf"))~~..e:: :rvet JG l'e&rs u s.ng tt\t! s-:ta•unt·hn~ -mot"od t... c · umullteo e metnl : " ttan ,. M'' ' • A ,f.! ~ !" 

...... I OCI':> oJmatel, ' 7~ ')OC and s II ~ J(X) r es;,e c·•• •·~ 



O•t " ' ontl nClbiU ln.:t\.10< son wile cosu oi D00'0 • 1"'<11t ~ s;35.::.U.: b r>C I :9t; ':'01.. u of M• •cn J I • !IS' •n.: ' ' .. 
•t soec ro ve lv 1ncl.,or <::.mpe te agreements o l O CIO'~ · •n'l al ~l ~ ~ :2 · :A,( ,. t tlu t" M••:" J' 'U\1" ••'() ·~!!~ 

::-.....,ca r-" : aDI'U.tl :~t '! ).: '! rna .:c ~--;!. •ell tco 'c ' ,-. . ,,, Oove too"'t": A' f"\ll f •ntc ' '"'~ : s ~, 41 t e, !'co r ~ C': Sc•· .• a•-
:..: s:~ •u L~or-:.: e - _s,rt ..... , r: · • • O"'~i·ll"t rnt l"":JO 'h e' n\.! eS " I " Q•r 

l" ~ aMor· . :~~ ... s.n" !ne su~ .gn1 """ tnttF'\0-C: ~,.., C' , ~nt lt' t .s of •• ,, 

, ...,.,,. :.a~•or ~· c t.,et , .. : , r .-;JI:>to$ ')> o t Y a r.:• ; · · ~;- Jn.:: ~SC 

t t $Oe :':h ! h 

. 0" .:. :;. 

. . . 

5 e• \:: a : •or :fs=-v:-._,fl 1e t8t!'C tO :"t •coi.CI~ .on Ot S :1 temet'lt ": ' :-1 '11 "'\~ " 4 ... :oufH,n ; ":' : .a.-..-.~~::! . 1 ; - ~.. '•L 

• .:. f ··;. :::.J.,:mg fot :l'le tmo• um c ''U of _;r ; -! VCC li. SSt tS .1nc +ot :::!1\Q- v t C. ~:se ~,s :cOt- ~!SOOSee ;• 

Ot"e' re:~va bl e 5 :;: ;,n.s-t~ of current • mou,::. a~o.~ r tro~, customers 01'\0 ont' ' , ' t~"" 11! •rt: ptoviO!MQ 01 '\& v t' ' or mer ~ 

provoQeO boll,ng l nd c=lle~cn SeNoCU lot t OO":oOr ; 0 m .. : o rnpenv & ;: .JT. ~Me· : ost 

At Mar cr> 3 :, 1997 1r>d 1995 Ollle r curr ent 1nea con soneo ol c~ns l ' l ot ec! ouoo.,ae eovemso no ~nc ouo~ t 

prepaoo •~l>ei\Jil. Olract IU I)Cf\t t aavertoalng cons 1re C AI>41•1l~eo ano 1mo rto: e c: ov~ tnt upoctea ltf e or rne 

c: vnomtr. The Comoanv has d ttemuneo trial tne expecled life of 1 custome• o t>t eonr ;l through Ottec: response 

advemsmg 11 one vur At Marth 31 . 1997 and 1990, •oproxo matel~ t 9.000 and s · 81000. net o f aceufTI\.OIJf~cl 

~rnc>rtiDtoon o f approlumattly t 388.000 and 1}94,000, reapectJveov. wu onctuooo on othe r <:~o~ tte n r a~ts ' '"'atecl 

10 d ttect cespoMe edvtrtlamg . 

Othe r Aum 

Otne r auets conSII'I pnmarilv of tono· t•rm no tea rec e ,..•bi~ from emgloveu of aggroxtmate tv ~ 2 1 1 000 and 
$262 000 11 Match J l , 1997 and 1996. rnl)ec:llvtl\1 , O•fe rrtd tax uaeu ot 1179.000 t o Ma tc l'l 3 1 199', end 
Oeferreo fin1ncong com of t 1 00.000. net o f ac:cumule tel) 1 1"\Drto~.atoon ol 183,000 • • Ma•cn J I , 199 7 

loc;gmc T•Ul 

tnc:ome I&J<es .,. orovod«< USinO en &aMI and lia~· tv agoroach. Th., current ptovo:roon tor oncomo rues r ~ prcsents 

actue l or el'llmated ~.mu o.yable r r refundable on tv rerum• I olea or ro ~ lote<l •o• u ch yell . Oole trea ra.< 

assea ao0 Raoiliues llttt rea~rde<l lor the enomattd furure lla eHac ta of 11 temroor a rv dotferenceJ between tnt t iA 

1111••• .o• us~u 41n0 lie bfT'lles ll <'d amounu reO<IIted on L">e b111n-:-e ll)cuot~. c~:: ~~~ o: e•• u.,g 1c:1 ·~ :~ ,. ::e:ot 

c: arrytorw ard & The overall c~no• •n a eferred tax auets ana loa blllnu ror t he ~ellod mearuru th~ a orferr ea t&• 

e .l!penoe lor tl'le peroOCl. EHectJ o f ctl.ngta on enacted tallo: law s on oelerrecl to uaeu and loab•lo toe& ere te ll cc:too 

u adiustmerTts to tu- on the penod of ed~U.untnt. TN meuuremenr ot deterrecl t .. auet.s ma~ ~ teaucoo 

bv I valuation allowance be-' on I'Jdgmental e.ueumenr Of •ve il&lllc o vod c!1C~ ol deemed fT\Ore lokelv \hall no t lh" 

some or all of the a e lerred tt• asse ts w olt n<'t bt •ee lia d 

q ~~' C'QQ DftlQO pt R: yr oue 

Cu$tOm e • IQI\ ~~n•ncr a na . , , ' 01Jttd U'U(•yg ,. I WU:;:t'l•ng ; c IC:I ) uw n o o 0 " lne - .,.~MDA"'t "' 0.11\e: , .:. ~e, ,(J,. ~ 

:lJS:bn:e teteor"nt_ llr"\tJ QitOvtOed O'Y otnc:. ' 7'tlr CC'.tT1~ny • C'~a·c~ t' Vf" lf\.IC$ • • tnc \lm e ". Ct.. _;or->C'' \.o$.i~Vt O' -"l4111\ 

~~ • me•sv, eo l•m e Ca1J$ 

-.,..nsrn•ssjar c.oSi.s mc lud e aU pa vmenu tc. t.uf.A c• :."• ''lw)e ~o. II '• «Ht •no ll• t et !' , : .. a n oc :. •' ' ' e ~ ~ cr,mar, , ~ tw •~t e:H 

ana 'IDI'\S'CO.- : t'\arges -h. Ct1rn01n't Qf,,.ia" IY unll : t • 10"0• \etm f l ii t'C C.O ST -; entree ~ :.. .,... ,,,. o r •\ t l : b Htt"'\ , ~· :;'C'• •r: 
· • rr-.. .... s :.Dln e ' .: ails, 

1 



'A)D!OQ$ p-J..S.nerr 

=:,· 1""1e vr.AI eno"o Mat• fi 3 • '99 - ear n •nos oe' s ha re "'ert: baSt'C 0 ( :·~e A> tt•orq--: ~ V"''•O': n~_tr!)~ . ' ~~• r t ~ 

.u":stbf'IOinQ our,no V"e: oenoo "'c commol" .$'t Oe: •. ~uv1v a~ena wete u:•l• :f> ""' ,,.. .-" C"' .:.alt yi At H • A~ thfl• .l r "t:· AO•H= 

~ ~nt u•lu,•ve F"o, lht Years c n.::l cC lv'. Arc ~ 3 • ':t9J .l"O · ~~5 f6'"'"g!: 0~' .s• ," ,, ""' t' : .:. .. ., , ,, : f"~ t..uce ~ : r .

we·:.·'lt~ ' "'etiOf' nurT'Oe:· o ' s~res ... ..:t r.1"01"; :: ... --r; :~ 1~a · :u.JS -,.r ::.t,.; ... • · · "-· - · "!' : • ..... - -- \ \ • • • , ... • 

o• term•ne:ll.lSing tf"e treasuf\o mothod A.~e•ege : :lrnrnor ' " " :~m""'l:::u ea.J'"' ••e""~t S' , . ,, -..:11 :~::1 "' p' " k ·;._. 

; , (17~.~::.~; a"lC 4.587.620 .s;>e::Trllel\ . !o r ;ne years ~noe~ 1.-lar: ~ ; ', !!r. - 93! snn ':;•1 or -~ - - . ... ~,.,,, .. 

w e rt no orHerenc u '" :III !NI~ an:l IIJIII :i rluled ee ,..,H>QJ oer V>••• 

Cpmmgr t; tock c , .. ,gw Agre·~·n• 

A, nan ot ru llUil4>C offenno ol :crnmon nee:>."' Ma1c,., 19~~ \ !'It ':ompan' lra,.,s'efleC 62~ 586 snare! ;:• :::l"''m,,., 

stoc~ owned by two officers . rntc an escrow ec :ounl. The common n ock could navr Dean releasee fro,... • ~·o" 

•r< tntet an'lUal 1ncremenu of 208. £96 slleres •f tn• Compa ny e tt!'ler .,, a mr r ••r"''~:JS ocr •na•• reou,omer:s an 

.a tuQy diluted ~SIS u defme!l •n ltle ao~rument o• '\aC: -:enrum,..to:: •~ • '1et~n~ o• H>e :oonN,v • ccm-.~ r r.a;• 

cons•defll>g certatn conc:Hoons defined •n tne agreeme nt - ,... ~•PIIIItoo oarn•ng s oe• sn•rr · ~PS" I '*""J""tt "' '" 
as follows; 

Yu r Enoe<~ 
Marett 31 EPS 

199!1 .0.375 
1996 0.60 .. 
1997 1 00 

As tnf COtr'C)&I1y tailed 11:1 ~ E?S reoulremenu, pursvant to me t erms of tne ag<"eemcnt, the common n oc" fleld 

'"~'(II Will .be forle<t.C and canceled to th e Comp•nv I tteuur~ oy Ju•v 15, 2000. n~ e.: ro .. eO snlolc. IUiv& 

been ex~ from 1he ~tiid ..,.,.pe number of lharu outnandlno for the veara endiKI March 31 1997, 1996 

and 1995. As dilc;Uuiid In tlote 9, 01>e of the Officers; IIUb,ec:t tO the e"ruw aQteomont 1\aS lllllilled hflgltlon 

a~ll'lr. ttw C.,,._,.., MtklnQ the reloH of the e..:rowed st>ares or other compcruattor. II 11\e escrowed >llaru 

are relea.ad. fvl\J•a per shela u minQJ Uou l wovld be •educed. 

S tJtcmcm o f C e atJ Apw1 
I 

For purpoces ol tne ,,.temom of C.ltl flow&, c•~" oil l"'afld eno on d e oo 111 a re consogered to be cu n ancs cull 

eQUtvl lenu. 

Re c:rntty ' 'II'Cd Ac;soynuna Prgng,mpc m cnu 

In ;:,!lnJar; 1997, 1t11 f'in.I'IGIII Accourmng Standard& 9oe rd f "I'ASB" I•uued SFAS No, 128, · Ea rnmgs P•' Share • 

inrs SUietnent UUDIUr\es I CC'OVnl!"CC .Undar(la fol computlnQ a na ptesennng eemrnQS. per .ttll le s no I PPlres ~o 

onm>es wM Oublicly hlld aommpn .noc~ Th•s natemern ,, e tleO>v> to• pet~odl and rng a t1 er Oec ,mbe• 15 I 99-

•netudrng mterrm per•oa• . 

urlv epplreatlon ol SF,t.S Nl' ' 28 IS not .-.rmrneo •'lwe ve l uoon eooot•on a ll CfiO' DOtlod' mu:t ll~ IUUte: 

&sag On the IUncUtdS ID be ldooted, baSI C tl ll\lflQS lio U l oer Slla• c wOIJIC b• $ (1 301. H' Oe end 10 19 lo• I !"It 

vears tnde!d March 31 , 1997, 1 996, arw:1 1995, respe1;1rvelv, ana dolu too eamtnos " " ' ar,ore w (luld ,,.. ~ 11 .101 S\, · , 

a '\0 t O 19. resPeCtlvelv 

, , : ODIU I ')O 1997, m' FAS& iSSUI O SFAS No 12\l, · ors tiOS\Ire ol lnlormat •on IDDut t:a o.:tl Structult •• ,.,,, 

s!Jtement establlatte& .nandlrc.s lor d ts :losmg rlli0•"'4t·or •t>ou; an en ll~v s c• o•l al >~•v~lvr t - .,,s r..ltement •• 

et1e ctr11t IIJr fln ancra l statemem• tor pe•tOCJ andrng •fr"' =-••:e'Tloe r ' !I ' 99~ ,.,.,<' .... 11 r>o • - . .. ·t• "'''-r ; l),'IQ~ ·~ 

c •._;•u l .Jr e ' ~utlonu~ •nclulleo rn ltl e Comoarw a lrnanc ~t• surtt'menh 



l M'~r: ~.:>~ t.NQ .:.CQ,J!SIT!ONS 

.,,. ;unc4,'t ... ~ ~,...,O,~ted se ... ~r4~ a ::r.,..srno"~ or ! -Stom! • Dases ~' :u~er •:r.;.;; ~·, r .. ~...-.:.1 -· •J~ .- ~ .:: ,,, r!.-,.. 

.:.:)~""af1C .. ) ill\ -;t : :~e · •on; au: :•n:-'t'" :-:•-rtca ~""u~ s -.,~ !oUt~w u··i s a =•sc-ss•t.'"" , . . , s• .,.,,.,11 ~· " '" "r. ,:_ - • 4 • 

~eer - .l~c:· a 1 

- "tt --'~n., '\&) ;o-M,Ceif!'C I sene$ ,t iCQ\JIS!t.IOf\S ot .St;rne:,... :S Of ~l"'ter len, O•S:I MCt !)tOviOt ' l • .,S'ttJ,..,.e- :l"lf \ 

Suer • :a.s•SI I•ons " ' " " oeen ecccmc i1 S'1ed tnlouon t"e :ll.l!c:Mue of tne : ... n amt • but • ne ·•· •t~ oc : .,r •: 

•ece&viOie for cosr mates -of tr>t Com0o1nv' s common sto: .. &s5l.Jance ol notes ::h eo&r Al"c ' "'' ''"" '" u • • , _ • 
' eC eo l t~J O•f' ~~a :,ji'T'lO•f\atlOf"'' ;nere ot All ~::JU15t;)ons hav t been ac :":~untec •or • s Pw•: -.a,t: \ 

Owet'lr\lll't"' 
C.Oon'Yn\lr-W\101'1• I~ 

fQ u • niYml 

N• rwont Sef"'t\~•• ' "" 
!NSI) 

Co lfM:Io Rh,. , 
Co~NC&OOI)e ' CRCJ 

Ac~eib.Df'l 

e:.-. 

Nov. • 

:..., ,,., V IJ~e c.t 

No••• 5"···· •a :uRi• ···Jill~ 

11 14 ,DOC! 1 sao.c.oc. 

SS,O'lO 

I 1~000 

.. 
to. (C.O\olnU _,,., 

0 1"' 1t!l.lil:11 3 111 "'I I CalDII I 

25'!1 .000 JOI .OOC 

l l 6 .000 Otl 000 IJO 000 

In Mt y I 996. t.h~ ':omQany purchued IUDI'tentJelly e ll of tfle Cul'tom~r bese of Unrversa! Netwo<K $ erv•cel. Inc. . 

t"UniN.,I"I. 1 o•o~•der of long d l111nce ,elecommun•ce tJon serv•ces, •n • trl nncuon eccounred I N u • purcnue 
Tho tuulu of operat1ons of u.. UniNet custome r ~~~~ acQU•red ve lncluded 1n tho •esults of operauon, of tne 

Company trom a>e d.tte o1 ecQU,.,tJon. CollSidelltJon lor"'' purchue oncluded 24 3,758 tl\:llla of tne Compenv' J 

common stock W itt\ an auigned value of epproxttnltll\1 a \,862.000 end I PPf'-CIMIIIIV f 3.G50,000 cun. Tilt 
Compeny I CQUtted the ouutendlng acc:ounu rece,..eble teletoo to :rte cu11ome r blae wh<cn were "'' lued 11 

eopraw•malelv t 77e,ooo. lnungible •ueu ecQUtred wete a llocned to cuname• b••• ocqu&sot&on co11 ot 
a;JilfaXJma:e•v 1 2., 1, ~.OOC .:~no .)(:-:.oWl~ a: !!;::OtoJO~t•tv t~ . 77~~00C ':'"he Com;.a~'t ongmallv ,.me~tec tuJn.,.,.. .. , 
ca .. ocQUIIi .lon colt ovof 7 5 '(tlr& end goOdwill o~er 30 year~ usong tno 11n&gnt ·lme methOd blsoel p11morHy on 

a>cPectld c:ustomer lttr!tlon ra~u. U'l•metod 'lOt cun flows , end tndUI'ti'Y p•act&c:ea . Of tl'le 243,758 onerea ~f tht 

Compony' 1 common 5'!ocl( l&.S<Jed, 48,752 sherea ~re held '" ucrow oend•no •u oh.J IIO" ol ou•chu • o1•Ct 
=om•nger&Cle& The n c•owe el shares ne~e ••aT be•n consrde•ed ~s P l l"l of !no putei"Ut OIICC 

1n Oe1coe1 1995 &oe Comoeny o c~...reo &Jbr.ant,.lly 1 !1 ol t">c •J:$t"U ot \/ olut-~ In; ' "'la lu• 1•1" "•ong o•n~n~e 

•«eller wnoae cun omel t>asc wu located pnm~~nlv "' llhno''· " ' a !T ansact•on occoun1 eo Ia• •• a Pu•c nue Resula 
ol ooe•auons ol Value Tel a•e oncluded ,, rne CompAny' s neS\.IIts ol oo., ret•ons tor !l'lt • '" ' enOeO Marc" 3' 1 9'1~ 

' rom IN Ol lf of I C:QUl CI'IIOn "-s COIUIOi fa !JO< ' 01 I~ ~U !"v. :~ "lD&m SI>;CQ e90 9'~ JJ'Iote> " ' :> ,ommor 

.toe , w.~,.. • n •s~·oneo Vl iut: of eporo x.trneu t., t : :rs: X< as rurnea ,••D•Ut1t-s o' . • 'LJ.t · e. ~ · •oo•o • ·r-•·~'· 

tf.f!t: ~CC an~ lo•ge~e 1 lle lueTer Da~IDoe :o :.ne :ampony or aoor:u:•rre:eov S608 .J00 T~ -l)mgan' o.:ouortll 
~ .... e r.ar"u a'! 'f al o t Value i e l's 1c::ounu ' ece•v•ble wntct'l W'wete- "' a tue'O 11 aoo,oJUmAleh " ' !S 'r UI'\C. '"'j!"Q•c.t• 
j Ss.e •s ac oo.med were a llo-cated tu cuno~ • e;)• se. ~t acor ' • •mat t ''r s ..; J)4 OOC . nc gubCSwtlr • l •Oorc_ . ,m•Uh 

1: J"S ~ The Compan v ongu"\eiJv amortu ec cvnome, OaJr ac;:.usuror- c.o .-ts o ~. .~ ·! " e• ' i • ''0 OCI''"""'' II tn·t· 
:C ~ ••'t -' 16"~ rr • S"ttt •ont-lt"• mec.noo O.t£ed p,,,.,. , U"i o,.. e•~ct ec -tw n ome t a":lt•t•c.,. ,, ~ .. t:.sT u ... • teU n e' . .... 

110 w ) ~~ rGun"' ot•c.nt tl 0 1 tt\e e9t 9 '! • \ Al eS ot !he ::_,m06M~ J :ornmon .JlOC • •SSv t C. t: ~~(_ sr~ e•c~ ••t 
"'coo '' asouw ·""""~ •uoll.lnon of l).lfc nast once :ommoenc:e~ '"hr tsC'O"'• c 1" ""' ~'~&• t "IO' :a~r "" \ltlo• • ~ 

..ts OAr !I f tne !).Jren.as.e pnc~ lnt Pf.JlCiiiSt a;rs•ment N it,.,. ·~•u, -e, :.ait.s •a' • J e "•~t •, ... n., t ·O" .. . • r. ---,,.. ~-· t • .;r 

4 \ tl .on r yc1r tra m rn~ I~ :J\.0Utt 10r 041t .:. : ::• ,.-1ar:-.,: · :-s-.. );...+C '"' .. e-.atwa' •'- '" ""' J r- J ' .. ' ' - '"""'r "' • 
-•nagcf'f•~nt .J

1 ~I\« :.:1mcan~ C"..Ouov:J :h.a: »s 1 ~e s..H of ;n~ ~ ~~·a.Wt•'"- ·· ~e: ~,, • .,.,r : sn• rr) #'ol d ~\: · ~ · · f1 • "-• ~ tt · 



•ftc. to Ho vY n:: .. m • u0'1 t C oro to,ma c:orT\D•f\t C •e.tuiU "'• :JoP • a t·~U'l~ ·o • fht C-:JmC:t,..\ I St.\.olmr tn• • !hr J "•' Jc •n= 

Veh.J~-e ~::: .,• s-t•D".S wert com&-•-: ted o,... ~J'' · • 9S"' 
, __ 

•C• 

; e . env~ !t \ t • • t . ... tt -·· 

_:~u J D::- :• :;>~ r. ·~ ::~mor s'Wr t~Oti.O~· ' 

= 

-ne:se pro t~ am..>urr-..s re present tnt. n1storu: ar ooertl t•nc t t-su f. E a• 11'f a .:ou•rc~ !.'"'\: t• e . corncunl!c wt!'.., ·~: ~..- -:• 

nt : omcan., wrm • uorc":mate tdru.nme nu w ntcn QtV'c t tt e:t 10 m.terer. e X"oense amo,.. t.-:•t•o' an.: :omMnr ,.,a,~:. 

1~ec Toes.t ;>tc forma • mourus ate no: ne ::e sS£1"',. '"'0•C:4~• ve ot operftl lt' . result :. ""n,;;,.. "'o"',.w r1a .v~ · :: l"f\C: 

.Jri•N t • •nc: , .t 1U t "7c l haC! been opeu1e d :J., ..:~uf' n' """"'' "" 4 Q ttr~ n: o uf•nc t n t ,.JertOC.\. ~~ es.t ...,l er.. 

Dunng l1'le fi~~e;aJ qvaner eo >OliO Otcemoer 31 , 1996 a& Pt/1 ot tt>~ r .. -evalua\oon c a ll~ to• or I"• \ llut- •• agre<mcn: 

the Company oetermmed ttlat tile an rotTon ra1 U I OI the CuSlOmer baae •~ou or ed wert greatel '"' " ologonallv 

.rm~ted. fu a re-.M. mat\IIQ9mllm octermmiiCI tha1 11 .,..., appropn.•te to ,.,....va:o..al• •nr• toon 11tn ol all "unom• • 

tlu u a~QUor·ed pnor ro ltle beQI(V\InQ of lia~al year 1 997 In Ma ell, 1997. management Ot tern oned mat anrotoon 

l ites •elated to the C'\lltOmef baH ac~ored '" conneet•on woth the UniNit ICQU" IIIOn .... , al&o orute t t n•~ 

n~ctld. ~. ~. IPPI'I'"'O the ·•~"•menta of SFA,S 121 . d e1etm~nad 1•>4t lun.ore casn flows 

from 1he I CQulred cunornet bl .. s would be liP tllen tNt re~orea 10 raall n 1t\e&e au. ts Man;a.,ement tne n 

•eaJ;SU:Md u.. taor V.U of these •uats Dy utJf'n;ji\JnO the pre&ent velue of the future cu n flow a tNouon uoelat>ng 

wo tll runoncal results the c..n flow modela utlll%ed to tnoto allv ahoeata the lnt;anoiblea acau.o ad As 1 rewlt. t"• 
Company tncurred no~ ex:~enae related to ttle P'""''"or to reduca me carrvono value ot c:unome• bue 

acQ\JtS1ttOn cons and goOCiwlll to tnetr ra&;~ecttve ISlii'TIIUtO I au velun . 

The tollowono tat-la details tile tranuct•ons w tveh re sulted ,.., provos:ooru 

, p, ovrJ;J.on 

Totel Ul\lmorllled 10 Reduce 
lmanglblou Carry1ng aa~IOt: AbC' ~[Qk:ISICC 

Acmullhcm Pnor 10 PrpWlJUl y. t. , .. CyiJgmat Bo3a Gpocvxdl 

CRC • 1.588,000 • 950 .000 • 838 ('Y)O l 

lr alue Tel 0,(11 8.000 2 .1100.000 ) , 216.00C 

Ouemvm 834.000 300.000 !.31 .000 

UniNet 1,887.000 2..241 ,000 2. 11 5.000 53 1.000 

Secauu ot t ne tvgt>er than IJCI)IClld an nt•on ratll. tl'>t Company anAI~ed 1he expeeteo rem•t'long l.v,a Ql H > 

ontangible.s on ac.:ord;anca W11ll SFAS 121 . CoNegvently, the Company hU on1bh111'>e0 new oer•ods !or t mortltlnU 

ou cunomer lliH I CQU<SJtJOn cons that n oelo eves to t.t •eason• o•e en1rr• 1et o1 the oe~onmg ,,,.., of t lle u 

ontangrbles. ~11el the Cot'l'lOII'V':o III&Mssment ol t mOrlUI IIOI'l peroocll lOt oU cun orne• WoU 6COu•lltoOn t<IS1l . :no 

remeonong useful l" e s I S$1QJ10d Oy tne Company ra nge I rom 4 10 6 years 

Tne Compan~ f ollows "'~ au at a r>Q lo •DIItiY me tnod til ac:oumong loo detetred •ncome tu u P•u cnoed by !>' l. ~ 

N ? I 09 • ~ccoontmg '"' Income ; AJ<e.J.. • O.II IT"ed oncome t••u refloct tne net Ia• e 1ftc :a ot t ei'IU>O•al't Q<Heronc u 

oerwe~n ~ C8rf\'1f10 atnO\InU of &SSeU and ll.atlfhi!U lor lo,.ancol l re oonong putpoje& 1n0 a>nOunU llStC 10< on:omc 

ta¥ llUtPOses A veluauon allo .. ar.c:o '' ptovooeo tol 1"11 OO'l•on ot • nv o • le rrtO ta• u se t lor .vtuc,., n •s ~ er,.,tc 

mO'~ lll:.etv '"' "not tl\.01 n woll no t Oc ou llu d J. v• tu al tD"' allo..,t nce of • I 227 000 nu oeen onaolt<nec reraleO 

·: .oe fen '!c , ... a.sseu resurnng ftom tne provuoon lo teoue.e lt'\t c env•no v• rue oJ ,,, , , g ,bhu O• •e t o tl"\t unce,1e•nr.., 

• I U II:I"" •nr ' .JII taa !'>onetol or am011<ll t10' ot ~..tell tnta ngobl< ' UOU lOr , .. 0'-·::oosu ov•• ,, . ... ,, 

.. 



T'1e o• a~t-'tOn (be nefit ! tor mc o me !a.cs •t etimposecl ol floe IOJIOw•nc 

:-:" e " ~ .:l'Cwo•5•0',. fDent• · 
:,e' e~ .. tc OfO vtSIOn • De-1'\e~• : t 

- ::a :lfOv•soon lbe ne l •! l io1 tncom: :An! 

... c -

' :7 ~- · 
- 4'~ .,__. 

"',:: c- --

• D ·1;: •QQ L 

'< 90C r ~e ;x,.--, - "' .... -. -, r 

! - -- ~ -.- ~ c. - •o-
--.e- follo.,...,"C \S 1 roc-oncJ.UilfOn -,+~he. a·:n.,.aJ ~,~ .. rS)o r..s ·:~r ~nc :>me ta>.es :c. ~r'lft t~.oec t oo amovnt6 w nt '! r, 6'e !le J•vc ' 

b~ •c::rw>~ ltle r.:J~Morv r~te to reoo11tx: oreta• • ·•~=>Me Tnc c(~C~ea sa tutor. amoum oo u 101 on .,<:e• ·''~""'t 
floul r~leted :o 91ue 1\l~ge pnot 1~ June 17 ''995 bec. at.se Slue "•oo e ""05 • :l611t•ersn.0 orool tc t'1 a; o,ate 

·-c.- • a;;;. · -ooc 

~oec ted su~torv pro~l.sJOI". lbenef•H s l:! :1:: X<: r·~.~:. $~£!: ::l'IC 
Usage of ne t operltll\0 lou "'fTVlor..,.••::s ~: OOC• 
P:iecr ot oHicer' t life •-uurance .; X< :. JOe : G . .)(;::lJ 

Etfe,zt ot revociOon of tJnot ed Wats S Coroorattof' t26:0001 
Statu$ 
Aeclau•ficallon #rom .current t.ues payable J4 5 ,00Ch 69.000 
Effect of merger e~pen1es 63.000 
Effect af 1rrutnglblta amomutJon ana orov•5•or~s 1.235.000 
Orner lO ooo I " oor:, ~~f 

11.924.000] z: 3.000 267,000 
l aluar.on allowen<:t ·on deferred tax a ne t l .uz 000 
~en.al ~ proY~alon lbenaflt l t'a~z 0001 t'~~ g~ f'~Z 000 

The tollowonQ '"a liUmrnary. of 'ltle ·aagnrfi.:..m compcnenu of tile Compa ny ' s dete rred IU u :seu and liab•hllu •• 
o t t-1111;11 ;11 , 1997 11'1Cj 1996: 

.rJiowance lor ooullt'IUI acCDIJtlU 
~oreaauon 

:..tl•Of"tlatton 
.Ef!ea f1f .-.4eueO.do. 
Prov won 10 ra.l1uca carrylllO valuE ol ~ a£UU 
EHet:t ot c.onveraaOf, from caah ba&tJ tc:w- •ncOfT'Ie- ta• 
pUrJ)OftS 

I '--ounu recev•ott 
"repa,O el<~ 
Acct\110 !iaa<litlu 
Ot11<!t 

Vt!~tJon .a0owan«
i 01a! 

A g m 

s1 6.voo 

"< >10 .JuG 

~ . ~S4 000 

•9 oor 

= 069 :Xl~ 
(1 1 ' - ::Jli!JI , qJ 0 ?00 

' Mau:o J l 
•<~s z IS9fi 

I reD'Im n "'tm \ 11 Dclat¢S 

• • !I 000 s 
1 • 9.000 11C' :>OC 

4 1 <..00 
72 .000 

:zs .. 000 : 4 -G ,O()C. 

9Z9 ooc 
6J.OOO 

628,000 
~ l iMlQP 
~\ 4000 · oee coo • . ~88 ooc 

, , 1 £1 Q?Q j. ntq : 
0 

... .-"10 . ' j'e '"'1'./j 

'" Decemoer 1995. the Comparo) •enewed 111 h n e or c redo I" ' 9!lf: f aCII•T> ·, "" ''" • oa11~ "" ' ' " Sll J01.. ;.1(,){1 bw•'O 
OYIII4ble Uncle • the 199!i r a oiiN Bout."' '" O' "nca r :no 19911 f o t JIIIV .... . . ~ -~neoulec It rT\GIUI C <)n /,pJ\1 JO 195" 
.~tno 00' ! lrttereS1 et , "tt e to\l t~ the :l"m• · 8 t e te 2~ ' · ~ 1Aarcn J, 996 ' Al M&rcr : ?9~ •~ : J: .eC\.. ~i ~ 
ovu-::arv11f'l0 unae ,- rhe 19&6 (F'JCihry The "' ~96 c , c;,trrv w i t se t.H f:C o.,. c e n-~; ,,., •c-:::.h. .. r.-·,. i,.C.._.. . -. o.i ~ ~ '- f"-e ... ~-""'n."' n" 

bi"''I t !'QUifec' t t1mt:N1anc!' ~Itt:\ ~e '1 1t ,_ fH~CinCte J 1 f\C1- op·e t.at."'l'" ~• trunJ I A'.f\•4.• •ri C"Iu.l f ITlp\jH ~. • •f' f •U"' .H.:S ' ·r · 

:~IHQe c o ve r_a.gr ' •1104 ;\t Metcl'l '31 1996 ~t~t t: ;'lrU&r't <NIL ,,_. :.J~O" ' ' 't " ,. •• ; J ~~"··u 1h ... · ~ t •r-• • 

I ' I 



1c Ma" ' 996 :ne Como1nv en1 erea Into 1 ~ o 4 . ~SC 000 cretlol facrlltv • • · !!97 t i CoH> • ~ ·I ' '"othe• t.fn• """~' 

11'\~es .. re VOhii"'C C'.alt !l!.f ·rv lnd tetr to• ... f iiCihT"t Se ~(\w "'0' vnor · :P'\t • 9s- : ac •hh ""e·- v $'~C. ·~o. , ~'"-= 

' " ~"!: !'le ' -?9£ : a::•lt..._ OortOwt"'~.$ Ur"\Oet t"~ '~"O''n,..; :r~:jf" :>0'1.0.-, 0 ' tnt ' 9'~, ;a .. ,w . -4 , ~ '~ · ='!'~ '""• •. ,,. 
, . ! · · OOC.:h."')C ItS ' ""' reouc :•on.s .. ..,e ' t.,o~· ma..,. C!s~a~.,sr aga tr'\~ su, .. ~ : ~n· J 1 ;.:-' ' · •:J•O'e • • .. " ::;. • • 

E:l · ·~w . ng s IJf"\j!!'' ~~t ,~ .. :; .v,no fa Citl' Of.!H lf'1\ C'f 5't a~ tnt- O'~m!: re1.- Olt.. S .. -c,\ \ lt ' '·~Df :- \ • . ,j 

.:., . .. : "''"::s , n: . - :Ht•c • :ott e ·~ •· .Jf"" • .,, • t- \::Z'• .,: •a . ·, 4' t • eoe ~ o:.>lt ,,.. • .I.Jt a · ""nil :-.~· .... . ~ ..,. ·a , .. , 

t. · 'la•::.r- :· ·g~- OOrr:)Wtf"\;l> D\.ttS":anon; vnoer tn, ' ' "0'" ' .,; •e :•• . , ""' "' ~ :..;. : .' ... '· .,..,.., .. '! _ :;,or• o ... F•: : ~ ::.a · . 

.:ro~· t:~o~ e-vo•v•n' : ac1b~ •~ MA'C" J• ·g~7 -'11 \b.::: ,.::>:. .!., 1 po - · :"~t ~:.-:. - = • •. ,,., t rw :_-.:;a- .. , c ~ 

:!•$ = aU~we:l to corrow S3.2!>0 .000 unoer 1 term loan fe :•ion- >n~ ! ~ItT' ooer s reoa.ao• r •' J ~ ~~" • ., ~, •• 

;J"ncooa• lnsttllmonta ol $9C.: 78 olua acerueo 1111~ r e n Th~ term loon 1'-!ar. ltll e •es~ 81 I'" ;Jr•m• •11 r tl"" 
. ' ~~,. •. MJrcn J' . I 9S7 At Marett 3' 1997 tnr bllln:~ O<J! rt¥no ln;) \Jio:le • ; nr a•'T' · ~ c ow •. w a s ~ . ~ :: - I 

Svos·an~uttl y 11 o' tne asseu o• tr.t ':.omo1 nv mctud•ng t" no•bt~ assets: ,e:e· ~ • ol · ~ anc , t .,e•a nt• "'tJirt!t !l ·· r 

arlon~t~on ~~ vvn.c.ro •ncludes M ol r.ot hm10n t O onttll~c:ut • o•ooetl'l'. oua•neu :>I an._ c.~ • t~cu r : oros or><; ooc er Ln 

art pleaooa 11 coll• t• •• l unaet the 19&7 F'1t 1hty. inr 1997 ~ a<~llty reau"u ~omol••nc~ N•t!• c en• n lolll n~· • I "U 

gO"..ratlflQ ::ovei'\IIIU wl'olel111'lCJUde tnii\IITlUm leverage eno fr•eC cnero~ c oveo1ge ••r•a< l,• o• r.~ • •cr> 3' '99 7 ;,~ 

::om~nv wi t not "' ~:omoloa nce w ttn c ertam fonanctl l covene nts enumeratro ,,.. lllr • 99? F ecoht~ :. c~orll•"\ll • 

trl~ Company rece1ved 1 .vaover wtth respeC1 to e.er11•r• of oucn ~ovenants trom oU lr noer 11 of Mar crt 3' ' 99~ 

Ar a ~suit ot 1nd In connectron wltto tne merger tranqcuo.u consummated '" Mav • 99 7 ISe• No~• 131 1'1< 

Comoanv ~led wrtt'i certain of h 1\nancoa l covtn.trtu . and hal cvrrantly negot.l!efl c:ena• ~ amenoments to Hl< 

credit facrhf'f to reflect cn.nvn on financial posmon 1nd ennc.OJt.ed cn.tnoes on bu"'ne.ss .rtt•teoou ana ooe ro ::"19 

results assocoeted wlltl IUch trtnQCllOns Whde man•otmern. beloevaa tn.tl t~ Compar,. wtfl oe ablr 10 come•~ 

wrtn t~ rtnegotlatad loan • o•nment. ttleft a n bcr no 1uurenca that t~ Corn:~~nv wrll no1 reauort alldolool\ll 

"' livers on the tuturt Ot. i11UCh wt ovttl l rt reQUor.cl. tMt tht oenOer will Qltnt them 

At March 31 , 1997 and 199~. t!l8.000 a nd t343,0001 rupeattvtiV remaoned out$'111\dtnc on no1er otvable 

ortmariiV to MlOei'S of IC~ errut1e1 lnc:un-.d on connection w ottl I COUilfrtton o f cunomer bu~s Bor•owongs under 

:!lese notes payet:>le are ..msecvrec. btaP ontera11 11 8 '!o I I'd marure 'n Ftbrua"'' 2~ 1 

At Marc:tl 31. 1996. the Company "!d othe• notn OJv•tM• outn.ndtnQ to b1nk.r wrttl aggrag• t• b1Jancu of 

&1 09.CXlO Borrowongs undel tn. .. notal ""ere lultv 'fi»IC! by the C.;>mpeny du11ng the voa r onoea March 3 1 1 997 

1998 
1 99~ 

2000 
2001 

' 1 11 2,()()(.. 
• . I I) ('11)(1 

329.000 
, !I 000 

s;ssa 009 

C.eruon telecommunoca tiOI\$ ao..roment '' leue(l unoer a : l b'tt l lttate agreement uo•rong Mev '998 T~ lollnw•"O 

os ar ar\Jiv~>s of tn• eauo;rnent unoer ::a o tal lei It ,ncluoecl '" prooern and eouopmcm 

:.Om m rniCAllOns • OUIO"\enr 

_c.ss • e:vmt..t •• l.,.., oeoret •auon 

ty1arrr i • 

368 .000 
• 7 ' 0201 

_ _ ' 2.9.f__ 

~ 368 ::lCIC• 
) c ·,~,-

·,.~ ·oiiO~Hlng JS ~ at.neo uJt C:t ~••'• :~ tn• tutut r mtrw'T"·"" leas~ D•'flm ents: o.tn:lc ' :.actl .&t le•s.e togt: l~~~ .,., ,,t· thtt 

;;<~< ell! • true ' ' tnt """'""'m ruu ca~menu u ol '-A i rel> :: • • 39 • 

1998 
. 9 ?5 

:c:a• m•n•mu"" least ~aymanu 
.:.rnounu ' eoreaf'nur. Q •meter. 
:J-r t"se ru v atur o f n r.! ma tmu,.... 
!Alr t"i • y.-fl"'a f"H I 

-~'!;..:, :.,.,.,tre , t OO"t•On 

..uno 1erm oonoon 
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In Ma ... ~~-l tfle :..::~mpan-" eCCtOtec. Zt n oc )o. lnC!:nt•ve ole ~ \1he Pta·n , JnOe· ..... rht " . er:,J n ' C1"- :.r• • f'tf":. •• ,.. 1 '11Jt l.. lt. ··

' er~•ve QC ~nCH t S o f the ::.ompany ~ :~mnon SlOC'-. JOO"li COr"PJetiOr. .;: U\~tf • If J : b ftnl v o • !liH , ... ' i t' · I r- t" ,\ J} •• P ~ 
r.Ssued Jno e: ~tH! Pta ,.. are h e1e :>v :rte- Corno.anv lo; .i ~t'tt)O o1 :"'~rec- vea•) ·'g r.-:"" :e-.\.H -:~: e ~~ ..._,., ,~· · · -,t ...., , 
~...,OICrve.e v~~:; t ,~ thf:'t •rr S~tll e....,CJ:JV eC With tl'\e _:0~0.4("1\' ;n, :.,c t v e ""t • ., C _,.--.~~8 '"'" r ! IC ••f !"""lSI .... t: ! ~:· 

1rr~1a t e-•v ,\oorc)(•ma.teJv '"f JC{ • 9,30C anc 1 :' 5~: sro~~,-~s J• ::,., ...... ~r r.: : , ~4r Oet ... • · · ~r:J_e c: J "'U., . ""1-r -=• a'" 

11 Marcr .1: ' 397 1996 11\0 '995 • u~:~ectr\lely Carnpensa :•on e• J t " se o· ! : • '"< 1 - jl • ·~~~ 1.: . h ,, 

•e .ognsu o ,,. "'f vurs en· • Me rei'\ 'l1 1 ? 97 1396 a.no : ?95 • eopo~:· •• •• e•.olcil · • · ··• •:o-

.,... 'A•,=r- ... 996 tlle Comoen"f .aooJ;'tcd 4 ~~ hf'\e:C :.lntrt:!l..!;t~r -;r 1H t rn~-l =-••.,. ·~, " t ,;it.He -!FT'fC:StO;.c-c ) ,.. ... :

~ald~e.s .,nder :he Pf '"' ~IOf':ij ot S.ectton 4.0 1 tk~ Cl~ ~ne •r~ t-r-.a ~evt,\.olt :oot if'":: r'V., rr : .. oac-:l~ ., .. t t' ... : ··y" ~ ;, 

unuArv ; 1996, Ernpjoveu are t lloweo lO ma«.e :.~• <l • '• rrec ::Jnlr!o~t•?l"a 1angrng · ·~,.., · ' to ·! 't . • ·~ .,o~ 

e lrg.Oie compensanon. The Compa ny ma t ::l'\e$ SO '!\ ol ;o1t '"r. E '\ ol uc~ t mo•o••• s .o~n: ·•out1or Ana ~ ""c'e' ' 
:c T...ak..e addrnonaJ dls:cre"tJOI\&t:"f C.OtltrttutJOr\S. "i'ht :,l:M.p.af"'', rec~-rw::f": t • :"-<ei\St' ' O• : :J,..~ ' lb\..lit'""r -:. : t l ,.. :C- :_.- ; ~ 

:ne · -~ .. , vear enoec M•rcr. J j 1 95 7 

UMea Wns operl\46 a 0.1!n.d Cooti\WtiQI'\ R.uroment o,, , wll•cn a .. auh• c vnoer Tl't ;~ro••t• on s ,; S ectoon ~ · • 
ol :ne tmemal Revenut Coo.. Ernoiovees ate a llowec to mao.e t u ael erreo 'ontr•C\I t•ons ' 4" 0•" 11 trom 1 "1: IG ' ; ._ 
at me1r e llgrtlle comoenaoon. Unrte<l Wats matcnes 2 ~ '\ or :nt lrr.n 5 ~ of ucr. emolovtt s contt~Du tlon a.no } 
ellqrtlle to mal<e Additional d iac:rat•o"'•rv contrlbu't•c.ru . ~on I ::•ollt , .,, ,lng e:.penae "iU • ' J OOC • 1"0 1&.000 r " 
the vearl enoed March 31 , !997 arvl I 996, respecttvel~ 

7, STOCK WARRANTS· 

1he CotnDinv grants w1rt1nu to vanout doractors oHH: eJs. emol~veu ano nonemplove"s rra m l•rne 10 t •m• " he 
warrants vast rn panocll ,.norno !rOm rmmedlltaly ./ollow•~ Q<ant date to ten voars lrom crant dat~ . T ermlf and 
condrtrons of the Coml)llnv'l warr1nt1. lnc:ludln; exerc, .. PIICe ano. tl'la oeuod warranu are exarc1 aatll1 , general!~ 
ar" at tr.e drscration of the Coml)lln~· · a Boerd of D~rectota. Each vvarrant grentod allowt for tne ourchaae o! o"" 
sl\are ol the Coml)llny' 1 common noel!. No Wltrlnt& are exercraable for • oenod ol more than ten vea;s 

Tne ComPIInv acc()unu for wvr1n13 ;saued 1,1nclet Accountong Pronc•oJn Soard Qjllnloll No. 25. unoer "''"en no. 
comtl<!ns .on cost h11 been recogniaect 1-Hod comoensatrcn cost lor thest plana t>aen determ•ned con&•st•"' ..-rlt\ 
SFAS No. 1 23 • 4c~nvng for Stoclr...S....:I Comoe,..tron, • the Company • net •ncome Hossr al'\0 urnlngs llo$$1 
per comrnon Jr!lle would n.ve tllen reducecl to ttle lol!owiMQ pro forma amounts 

Net •ncoiTie Uou l· 

Pt~mary a no fu lly .drluteC! 
urnrnps {lou• 1)411 11\At~ 

As Pe perteo 
~'•a l'otma 

ll, s f;epot1ac 
,., a Ft~rma 

'fear "naco Moren ;J1 
1097 '99t 

1 (7 .854.0001 1) 7 4 000 
,e 052 .::>OOJ .~ J5!: .)()()• 

I J O• : :7 
~o () . ., --

S.ee.a4J5e the 'T\f'tthod Ql •~o..-.:.0\.lmJ"'O rse: scnt.ea Jh SF AS ,.,o ... :::.:; ~t "1CCt !lf!t-• •t::"·•t«H~ .. ~~:: ::J'Q t nJr:\& JI .Ht fc ~ t)r .- ' -c. :..n•• 

' !t9! l/)r ' CSUillnQ .)H.. rorrna :of'T\OeruaUor =.t:S:fT"~, !'\0'! ~ ~~urtsf'.r ... attv ~ :tt t"ld t tc.. De e •(l.t • •tto:- 1,.. I • • , r . ee • 
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I. ~mn'\IIY ot me SUNS of the Comc.'lr1Y l sto~' .... r·anu g ranted II Ma•cr )1 • 9!'17 ~n· 99 ~ •n:: ...,MIQ~ ' dv••no 

tt1t. f U .. s 1nrrr- enaen iS Dl~•rte-c ~~ • .,~ · ao4 ~ one: n t " 41l t" • :J'" IUV' 

::iutnandong, c egmn+I'JQ o>' 

voa• U 'J2,0C: 
Granted l:IC'OOC 

E • erc:osc c 
~orl eoted I:JCI ,))JI 

t~Ptred 

::lutnarodong , end of veal 1 12"- ~i 

£2ercouble , ancl ot 'fetr a~c ~'"\ .!. 

Weognted average !llr value 
o f optloru granted t Hi 

:.. .. e·ag" 
: ,c1 :- St 

' e I~ 
IC t < 

9 :>C 

i a ' 4 
I ~ l " 

~ lO,QCI~ 

os: o::: 
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.,,_ ,.,. . ..., 
"' *2m 
t ' 4) 

... ~ ;~ 

- 1B 

The 00t10n1 ouamndlng ~ M•rcn 3' . 1 997 N~ e.o:e rc.Jt prtces rano•no from • 7 •o to ~ l(; .:.Jn "''" • tema.n.no 

'I'Ve tgNed avtlage contrlc:tVII Hie of 6. 73 veers 

The fa rr valve of u c,., ol)tlon grant •• .. , ,,.,.lt<l Ol' m o a a tc ol ;!(ant uf•no t"• Blacl Scnoru oatoon or1c:rng mooel 

wnt1 tnot IOIIO'I'VtnQ w~ed """'Oe u svm•)loonJ vaed lor oatlons grar1tod dvnng tne veaos encled Ma~h J 1 1997 

and 1 996• 

8 COMMITMENTS 

• 

I'UPo tree rnte ter. ratt 
~c:1eo lite (yoaoa) 

Elq)ec:1ec vo!a tlhl)' 
Elc>eC1eG dlvldenclo. 

W c, gm r d Aycr•pr A$;s •mgtroos 

59~ 

3. 1 
47 8 ~ 

5 . !1~ 

5.6 
~0.3% 

At Mard'> 31, 1997. ttw eon-c.nv wu comtniTted unoer '"1onc ance ila tltt non:apfla llu ble ag• ttmenu lor foxe~ eor. 

tra~ tadliuu ll"'lt ,_.,. morwrnJm ~vmem.a ol appro~om.ate lv I I 9 I 00 000 on 1 998 & 9 .; 5C ,boO '' 1999 

18 , I C'\0.000 on 2000 arid sJ.37S,OOO '" 2001 

i r>oe Company •oAt oHocr fec uotoe• ana cer.Arn t Quoorn.nt unotr nonca nce lla tlla opera!II>'J lutes "-"'"0 '"'f" l o• 

le,..,alntno t•rma of mort tl"'ln ont year Ra nt • ~penat re lated to '"'" leases wai t OOIO• Ima t e tv 6576.000 

J J7~.000, and •81 ,000 tor tne yea~ ended March 3 ' 1997, 1996 tncJ 1995. re5p• e trvolv •wc,rOA+metr """"'"'m 
•e••• oav,-,enu und t l l,.,ese OPAta ttnQ leuu tre •~ fOllows 

1988 604 000 
1999 60 5."100 

1000 c =~ ()()': 
ZOO I •• .:.. \XJC 

.:002 ) C. DOC 



lr-'\pnl 1996. me Comclny lnllled •niO . Jt le ·leuabi Cio. nanu~!IOI" .... , .. . ~ tl- .,~ ·:~mpac , SOIC ;-.n-,..,~-·-aloC r! 

!'QUIPMe nt t.l • fenanC111 1n .nrr"t 'o n 1no jQia rned • le~.s~ tor tn e ~:-tmmwn-•c & t •on~ SO\Jtome nt ... he lt"-au ·~n~,w . 1 
JrYlJ&l cav~nu ~ · !.·:~:"X ~nc r• :::J•' t J ,r tJ.~t:_· lC~:. •"' ~a •r ~~ 10s!> n a' • r · :~ :;:n, •c-: ;0"- - s ... · , .... ,,,,,*, -

:e~11n 0 ' :~t :omcarh) ·o~•tn\ •OlSI & tn.:•wOe •en ""It ;.:"! l:)nl a nn l h t 4Ue,) r-, •uOt ~, -~ ~·O" ~ "')' ' o: • t' S , .tw _ .. 

':C re.tte:~ 1n:ro11eC: "'er t ~1n: .:.; r.s eno1 ~, •r.Jutt c " 'It _,r'T'\o t nv · :a-. r~J,r M 6 '"' t("'A : e ,,: .... ~ ,.- •• := · ~ 

J" ; : cn.ery 8 I 936. Pru>Ce"t Clir'\!On s.gneo ttle TeiocomrM<Jnocetoofl s -;· l l · ~9t ;•, t · - eoe<:.:>m .:.=:· ...,·.,:;
pefmoH . ""'mcut limltauon. the Regoonal Sell Oceratong Companoes lRBOCs • :t :>rl .. !O t :> ~r" t sn t a '1C tr :e·-•t·=-.z 

long Oost.lnt c serv•ces to c:ustomerl located .outsoele Ol tl'le R80Cs otOme •ecton, , ;)ermots ' O~ ll (IOntnu ilBOC !<: 

prolfld• oornesTlc ancl .memauo,....l long d!na nce servoce •o ::u.r.omers "'' ' " '" •U nome ro(i . .-ns upon a ltno• •,11 ov tnu 

<eceral Comrnuntt.. auons Comm•U~on (the ·l'cc·l tna t • oe tJtionmg RSOC nas sa~ • S"'Iec : on aon :me•" lo, open"'C 

uo ru •ocal excnange networit lO compeDtJon and tha: ru prov•llon of long Otnantt se-v•cu ..,...,uld lur;ner ttl• 0\.0to': 

•f'ltersl"t. arc remo,. ~no oamers to entry •nto local so•~•ce m•r~eu . Aoootoonall~ tne re 11e s•onrl•eam :r~anoes 

on !tie ma nner 1n wn.ch ce mer-to-cam er l llano•menu are reou~ted 11 tne tec ere• ana :nate level, proceow ea tG 

rev•se unoveral 5e1Vlce standards: and, penalties for unautnortz !Hl t wltC'I•no o• Curto"'' ' ' The FCC ,., mn •lv t • ll 

proceeel1ngs 84cruJtng tha •mol•mentat•on of th•• leg!IIIIIOII 

On AuOYI"t 8. 188e, the FCC relnMd •ts Fi!l"t Rroon lnd OrCi er '" tr1e Man er ol lm~emente toon ol tne l"Oc.al 

Como.troOI'I Proii\JION In the Ttleoom ACl ltn. ·FcC Inte rconnect Order• ). In me ~CC n: • rconnect Orcle1 tr>e ~c:: 

esr.blilll'led nttlonwdt rule• duigrwd TO encoYrage new entrant• to part•c•ca te ,., tne local sennce INIIkeu througn 

lf'ltorconuecaon WYII'llhe incuTtltnr lOcal u c.hanoe CAmera I"ILECi. real• ol tl'le llfCa •eta1l "rv,cu olflO unb\lnolea 
netwotl< elemenu. Thaaa rules Mt the orouf')dworll lor ttle IUtutcry cnten1 govomong RSOC entry ont·o tne long 

d'~&tance rNu1<et. The Comc:IMiv cannot prediCl the tHect such leo•atauon or 11'1e tmplement lng rtgulatloru will l')at~e 

on~ Col'n(Mny or !he indusVy. M~ to suv Jmpltmenta'Don of 1t1e FCC lr.te rconnoC1 01011 1'110ve been fii.O With 

tne FCC end federal couru af .oouJ. Apoeala cn.uenoono. among ottlet t111nga, t l'lt velodotv ol !tie FCC lntttconnect 

Oroer h• ve been fii!Hl In ...,.ral ftde,..l couru of a ppaal and n .. o.-.d to the Eigl'ltit Corcurt Court of Apo.,ls to• 

II<IOOJJOOn, The ~ ClfCUfl C01Jf'1 oJ Appeala hal stay!Hl '"' pncon11 P'9"'' 'ona ol tn• FCC Inte rconne ct 01def 

The I.Jn >d Statts 5u~lmt Court f'll l dec:l1ned 10 revtaw tile proproety of Ole IUV The Company cennot ore<ltl:t 
efll'\er the out~:ome at \tlUe c:hallengu end appaala o• tl\e evamuet etfect on Its DUSineu or tile ondustl'Y on gener1l 

On Oec: emoer 24, I 990, tne FCC retuaeo a NotiCe o t Propotrea Ryramakmo ... ~ •no 10 reform ltlo FCC't current 

•c:;;ess c.hatoe pollc•ts and pnoc;tJc:u to comport Wltn 1 ccmotlnl" e or POtent• •"~ co.npct•t•v• local aeceu q n.oco 

market . On Mey 7, 1997, tl'lt FCC a nn.?Unce" ttvot •I will •uue a ae11u .,1 oral!ro r~t •• loom Un•v• ru l SMvte u 
Sucst<ly l iiOC"!lOIU, ecSopt ~•11oua reform• to tl'le e l!ll"t:ng ra te .rtnJcturo for •nttrl"lata a cceu tn•• are <leSJgned 10 

reduce acceu chatgea. over ume. to mora aconom•c• lly eH•coent tevola ancl ' I to SlnJC'IWo&. In part:cula•, the FCC 

lldoP'ted ch1ngu to ou re te strucrurea for Common UN , Locet Swvttchong ancl Local Tr1nsnort 111e elemenu. The 
FCC gener1Uv removed trorn rmnute-ol-use acceu chetou Calls tnat 11e not •ncurred en • ner ·m•nute--o f..,se oosrs 

''"it• IliAci> coso baing recovered through n31 rete chlrges . Addn•or.• l c::l'ltlrgu 1n0 oet• •ls of th• FCC' a acuons • •• 

tn be •ddrtsHCI wNn Order: 111 released "'li lhtn ttle <1e1r future Acceu ctuorg u ' ' ' • Ollnc•oal compof\e n.t of tilt 
Company ' • tranamoa.soon co.u. The Compa ny CA•Inot predtct w l\ether c r net tne reiVIt ol I hue o•oceedlng~ wt/1 

!\e ve a mateltal •mPI C'I upon rU ftnanc1 al polltoon or reS\Ji ts of oporltton> 

Or Mav ~ • t997 the fo,mer Ctl, _ • Execu1111e OH•ce• • ":_f') - a• tl'lc CaiYICll " " '"'t>atod "IIO•t•O'l • oa•l'.r :n• 

... :1mQ.tn\ ,r • ' e Hor· to oot••n 1he te l•• .&• o f ah a , aa, • ub, tu:t tu t"r. tc.~mmon stoc ... o sCtCI·~ auteom t "t O•SC.~Js-.seo m 

Note- 2 or !.l be ~tl\e rw••• comoer.u ted . Ba•e.CI Ol\ tn• tAl' ,.,~rt va•u t of h t,tv 1tad1Dft commo, s(laft ;i ~~ rn• 

~omoanv tne leu ma1~et value at me Sl\lru subo oct to lltoganon •t Ma~ 2 1 1997 '" " I OO'D""'"• '• l 2 O!:i. ":X 
• f"' e. ou ,com• of ttlU 1rugAt1on. wh1cr• ff\e Company ·~ " tOOtouSiy oefondmg, 11 unce n l• f"\ How ,@ 'V et • ' anv of l"~ 
eserovte:Q Sl\ates. ot CIJ(TYl'lQf1 ~toeA .,. '~' ftleaae"d u ' "-"0' IOU. p e • r ommor share N(IVICI oe '•Cucee -,c '••I "'''vt 
o' •"" sn.are..s ~>e leased trom eJctO""'t 01 eny C4 Sf\ Ot vme "l "'-0 • ro ·~ ' otmt r of't•CO' tf'l :onn~r · 1o-· ,.. ,H. ~ r.e lf1IO• tl0'"" 

V'fOw!O o• ~f'l • t .;Jed ra exoenJft 

-ll~ COr"t). f'l 'f ·~ d'YOivttd ,,.. l t.QIJ C)I OCt tdln;-a oen o ra Uw 11'\tt \..:!f'l\ .t • • t• :-~tl l"' e$4 o'YI"IJI C f"\~ .,,_, •• - ...... ,e. A1•• 

legal rfl&t1e"!S ~O"l ll n " n •lement O( Vf"C: Crtlln' v H"'-~ '(Qfr OI ,..<\ Q e u t v ~J • 0., 4p ' ' ' " UtCCJ . DI ' .:l 1 l: ,. .,•-tr 1 . fit P ' . .,~• t • 

,.,.ne rs.. Ol t H o• tncm C:JH"\Dtf\0"0. t noulc not nAvo A tf\l t e rU) &O# e l~t' ~& i f ~c: j, (htl CC' mo. ,.. ... " - UIIJUhOaJ er h Uf 1t\ 

" ' 00e '•1•Ut\t. u, 1•n• nt •• DC J..t •O" 
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Tt,e :Omo.a"'1 he k:: ... 01t l te ; e .. a o;t Af\Cl ' Oialet: •c::r.;eO tf":Utre$1 •ro"" " ' no,IJ ,._,o('t .. t--t ~ ' 1. • "":: • . • 

.a!.. C\f M•Jcr J , , ~97 anc ' 995 ' ese>e: t'""~'" --n-e$t noa & w~~;n•c t "''" ~ \t<. o..' e.; •nc "'a,.. ·- • • t- ,..J 

11'>C notes be•""" on! t rcs: a ~ a fll~ or E '1. 

- , c :om;lan' ' ' tn::JeDte l to .!:ha re t'lo10t-rS 1n t:e • ..,~o: e s: :l• ''"~'t ~~~' e :" i .. l ~ · .. a.,.: • ~· ~=-' "' • , 

a · l~a rc~ .~ • • gs:- 4 l"C ~ 995 i ne f'\:>~ e oa T' I Oit. ou~S1ttn~•n' 4 ! Mar:.' J · · ~ .... :,. .. ,.., ., . • •· • , . - i t : - ) ... 

7~ Co~ny leues otfoce spact ana t ·~uo. !&:olot' lrom sna r e nooae·~ unoe• · .-.o o;,e•et •· : ••~: 

unaotr lhe ltUtA tot•lec:l £3~.!>0C 137 OCX. . anc $)6 OOC rH oe :l•••' ' •o• l '>t vu ~ o r o«o:; l•lt•:• 

ano 19.95 

lnlerest paoct bv ft\e COmPllrl) durtnc tnt yea rs enooo Marcn 3 r ' 99- I 996 anc ' 99~ 1mounteo n -ao~-' :o· 
626 1,000. and $88,000, resoeCVIIt ly. lnCO~ t&Juts oaod aunnc the YOI'' enoea Ma rcn 3 ' 1997 · 99f •no ·g~· 

were t61 6.000. t 115,000 and •25.000. re-oect•v•lv . 

In ~Of'\ With busmea comoovtJON 1nd custOMer ba~ acQUoSltlons ounng cnt •eers et\Cl~O IA11cr. J I • gg-

1996 and 1995. ~ouets acc).mtod and no~ consoCiera uon o-..eel w•r• u ! olio~ ' 

F111 value of tlnglblt. ~ I CO\JIIICI 
Exccu of con ovar ttngjble .._a I C®lrec:l 

Accounu receivable tor;onren 
UIDilrtJU a-.meCI 

!Jotu oav•ble l....cl 
CAmmon noak i_,tod " 
Cuh paid 

mz_ 

" 7?6 ,000 
, ,8117 000 

(] 062 ()QQ) 

fJ 8Ql gog 

MArm J I 
1996 

· ~ 135.000 
7.330.000 

1893.0001 
1650.0001 

1532,0001 
!fi: 21!9 QQQ I 

f ) '9' ogg 

• 138.000 
I 1' 1.000 
, 915 .000. 

!7 12 t)QQJ 
1 1 7§1 000 

For the yu r ended March J 1, 1996. noi\C4.3> tiii'\IICtooru alto onclud• d dtbl •nc:un..o tor purchase of eou•oment 

of J29 .000 and ou-..r nonc:.Q\ tra>WactJOns ot tS,OCX'. For the vur end eo Marr '> 31 1 99!i . r>onu~n transactooru 

onctud~ renrem.m of rre..rurv nock of a 1417 ,000, eaprw le&H obhoa urtna oncurreo ol • 67 UvO otner nof\C.t ·n 

TIIMUC110ns of &2!i ,OOO and redemPVor of prelerrecl CTOCII of J 191,000 

12. CONCENTBATlONS ANQ JFI FCOMM UNICAT!QNS INDUSTRY RISKS 

Four ol lhe Co~nv'• JWtlchleu crustom.ta a ccvumed for •ooro••mt~e iY 13,_ ol oeo~enue o "' 1996 anti 

aporo&oma tely 1 J ~ of or on aceourn~ •ectollabla at Ma rcn 31 . 1996, Ti"oe r omoanv 1 ftve laogest s"'•:=Neu 

c ustomers eccoumed tor eopro• tmate f 10" of rev•nues and eopo• •maury 9 % ol oroas t Ccc>vms reeo'"• DI• a t 

Metc:n 3 1. 1997. ~ dKII&II on concenn!Jon o l IW11C~eu C\Jstomera •• svtts from n .. Compan~ s o ... em"nu .. 

ol ru SWrtc:NU.S ruellc• d~ n,. Compeny perform. 11'\l llal 11'\0 Of\001"0 credo! ••tlu. IIOI'\~ ot 1\$ r-u n omel4 a•IO 

m~onta •ns en allowance Tor ooubt1ut accoun\a . Customer, mi l' ~ ulo.eCI to P•Ovtoe persona l QJ i tanteu • no 01 

securnv ocpoliU If the fil\llnco al • .>nelot•on and oo•IIIIOIU of !hen JWI\thleu custor crs dele''"' lie t>elo w O::flloc.tl 

l• vel• the Comoanv t oo~ra!lng r•aulu cO<Jid be •dverselv afte cted. 

-n.- Cotr~ny fllce' tmetUt comoetloon •n oro~ldong rono oos;anct telecommunu:otloM se•voc t fJO'''f""•~•ll~ l"t 

:om:unv competes for servocu w•tr I. T& r MCI !>o,.nt ' no WortdCorr cl\e oocal ucni·"~Ot ' • "•e•s / ' l f C a . , •1\0 
o tl\e t nauo'lll •nd regJOnal •nteru; he not ::t lfl t fJ 1•1XC.a • 1, w nerr oermiSa•DJe Ce n ao r ot ti"'UC' comp1nou n• • • 

~o~I•"Hallv greate• llil tllet 11'\IHt tnd ft'llnC•e l reaourcu !III II thr :ompenv eno some or 1'1t " d•t ·r··~ sow' • J ' 

-J'mm",nrc•l·OJU o aoaCif\ u•t.d b\' ~t\e Come-an"' t o IJrQWIQ• l t.) ow r. ••"'•CO$ 



,f fle CornP41nv ' long :s.ir..ano• te leonone b\Jsoneu os oeoencent .Jeer eHe o• • •sa •~ a rr angemen!S m:· ''o"' ·'low 
arw::3 d1Q1CIJ mlc:row• y• c•rt1ers tor 1ne: tran.sm,•saon of =••Is, - h e •ut"''e gr;::t , t • Uwh ~- •" • Cc"'"n.tn• .\ -::ai ed JV 'l• 

1u ar-ohr. :" transmtt ~no 01mnc, teleonone calls over 11ansmou oon lltlllto u l•ueu l•o••• c tl'er' o •• • ~ •'J•t.·•· • 
bas· ~ r,. Como.anv •• currently cept ndent on !'lrr~ 0"~"' C lf ' l I : -ontot l ::.orTlJTI\Jnlt i !Uli\S !>e • or;es •nc 
V.OII<l Com N~twort. Seno~~cn. Inc:. and Spmn. Tr. e Company .wines ~tner l oDe • eouc ::a•ro t •s :o 4 11•He nar : 
SIJO;)(eMe n! e~ITV'TI.d"'·Cit»>n tra.ru.ocn seNtces "owtvtH tne tt c an Co ,c. •snttanc:t- tf'\• \ ,r tnc 'U\Uf c :ne _ .J'l10an 
w ill c onunyc to nave • c:es.s. on an onoo•no D.l s•~ ~ !tl llS'Tion oon ' I CIIttiH a· 1h 6raDic ·o:es 

i'he !Cie<:::l"'"'-JrllutlOI'l$ t~ IS Sl.ltlftct tO 11 1)<3 I I'C Slgntf1Cinl C:I'UII'lQtl on :e r'lflotOQV Nl\o lt tt1e :omoany :oe ~ 

not bcl1e.e '"lat. for tne torueeaole turure . tt1ese cn•noes w•ll comer -na t e ro111~ a r>e~ aove<se•• at ec: :,, ::>nt•nuec 
use ol tiber OPtiC u.llle 0< mnenallv Iu nde r tU ~O•Ittv to ~C'l\JHC •ecesur, ;echno•cgtU , tn .. eHec! o l tecr>nc.oglc l t 
c i'UIIlQe$, 11\c:IUOtng cn.nges re latJng to amaroor•g ••lifeline 1nd ""lftlea• tTinJ"miU•o" • f'(l '"''""""'U :tcl'lno•oo•u : • 
tl1e bvs•nes$eS ol me ComQany lOaiVlOI be prodrcteo 

1 3 5\leSEO\JENJ EVENTS 

In Mn 1997. tno ComQ~nV ICQUIII O Eu tarn Telecom rm erne t•Ofl.l l Coroofltoon , - ~•stun • a pro .. ld e r .::.r 10"~ 
Clostanc-e t t lecommul\tcl tlOI'\I M rvu; n . In • tranuc:uon to ~ eccountit<J tot u • ourchue The 3CO\J•snoon wu 
co~~lit<J vv•t" tl'le iuuar.ce ot J.e33.272 jl\aru of m. Como• •w' • :ommon stocll ano cun ot , · 50C OOG 
01 tNI 3,833.272 st\1111 t-..eo. 83,492 tl'\lru e re heiO on escrow oendong •n o u tron of pyrcnur ouce 
~ At M.cn 3 1. 1997, Euum nee lt:ltal u.u ol a7 ,J52.00G • no t l\4renol0or·a eouny ot t ; oa:;.ooo. 
For tne eleven momtt period ended March 3 I, I !:197 Eastem had revenue• ol t 20.4.l9.JCO end net •!"Com-. • ol 
1383.000. 

In May 1997, the Compe:ny KQUrred Natoo nel Telea~l'\lice. Inc. r'Nattonan , o plol)viCJer ol long Olst l nce J 
telecofTV"UntClltJOna Mnlicea, In • tnnAc:tJon to :~e I C:tlOUrrtit<J lor 11 1 poollng-ot .. ntlruu In ucl'llnQe f·a r 111 or 
me CliUaQtldino common .toc:lr. of Na tiona l, the Company luuod 3,274, 188 t herea ol•u common stocil., at which 
155,524 ~hare• ,,. tt.ld •, ucrow pendJnQ ru olvvon of ourcl\a,. once conto~ncou. At the merger ...,,11 be 
eccoume-1 lor under the poolino-of-inter .. u method, ttle l'ustort~al fifl.lncret oere .,1 the Company will be resUted 
to 1ncludt Nwonal c:.ta. The tollowlnQ u nAudited pta IOI'l'TUI oeu SUmtNIIIZU the combonao ru ulu ol operations 
ot the ,. •moerr; and Na-ftonaj u ~the meroer herd occurr.cl at 1tw ~ ol the yu r enoee March 3 1 \995 

R, • ..,. ,.,. •• 

Nee mcame 
E.em1nos per .,.,, 

Voar C:=Qf11 Ma rc? 3 t \Jne us?rt r g t 

•ae ooo ooo 
16,674 000! 

tO 7 J J 

• El 58C ()(") 
~65 000 

0 ll 

'"! ...I I !1,0':'0 
, !!30.000 

C.2 1 

So.Jb$e().<tl'1t Ul tne t t caJ<JI'tiON OISC\1~ A!XIvt leur pnnctP411t ol .: • .,.,,..inti N• uLJne l ,.. r re et .. c~eo :o tl« 'ne moe•s 
or tne Board ot :l~ttetort. In tdOI!ton, • nev. Cha .rme n o t I"• Boerd <> I Ouec·ora and CEO Ch•er F'on•nc .. l !JH,, e, 
•nd Treuutet . ano se .. rcrerv were alectea n •• newlv eltCUO r n . .. man ana Ct1••' txD~utt•r- l fi iCC' ··~I :-"'-e' 
F• nanc••' OHtcor eno Tte•sur e , formerly s~ "' .,d '" s•m•l• r c-aPArtflf 5 ' O' Eaner , T"l~ , ...... ,,. e1ec-e ll Se! t e-l ,tl"'\o 
•cume:•' 'f 1c"'o0 . , P'cttd e n1 • f*\0 C~•er EA• tu•,.., e O•t•c.• ' ,. ~•r c n• • 




