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Blanca S. Bayo 
Director, Division ofPublic Records and Reporting 
Florida Public Service Commission 
2540 Shummard Oak Blvd. 
Tallahassee, FL 32399 

Re: 	 Application for Approval of the Transfer of Control ofXO 
Communications, Inc., Sole Shareholder ofXO Long Distance Services, 
Inc., XO Florida, Inc., Pursuant to a Corporate Restructuring 
Transactions Involving the Issuance and Sale ofNew Common Stock 

Dear Ms. Bayo: 

Enclosed please find for filing with the Florida Public Service Commission 

("Commission") an original and fifteen (15) copies of the above referenced Application. 


Please date stamp the enclosed duplicate copy ofthis filing and return in the 
enclosed self-addressed postage prepaid envelop. If you have any questions, please feel free to 
contact us. 
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Before the 
STATE OF FLORIDA 

PUBLIC SERVICE COMMISSION 

Application for Approval of the Transfer of Control 
of XO Communications, Inc., Sole Shareholder of 
XO Long Distance Services, Inc., XO Florida, Inc., 
Pursuant to a Corporate Restructuring Involving the 
Issuance and Sale of New Common Stock 

1 
) 
) 
1 
) 

APPLICATION 

XO Long Distance Services, Inc. (“XO Long Distance”), XO Florida, Inc., and their 

common parent, XO Communications, Inc. (“XO” and collectively with its subsidiaries, the 

“Company”), by their attorneys, hereby respectfully request authority from the Florida Public 

Service Commission (“Commission”), pursuant to F1. Stat. 0 364.33, to transfer ownership and 

control of XO, and thus its operating subsidiaries, from Craig 0. McCaw’ and the existing 

shareholders of XO to the shareholders of the restructured and recapitalized XO, including 

Forstmann Little & Co. Equity Partnership-VII, L.P., Forstmann Little & Co. Subordinated Debt 

and Equity Management Buyout Partnership-VIII, L.P. (together “Forstmann Little”) and an 

indirect, wholly owned subsidiary of Telefonos de Mexico, S.A. de C.V. (“Telmex” and 

together with Forstmann Little, the  investor^").^ Upon completion of the transfer of control, 

Craig 0. McCaw currently controls, primarily through control of Eagle River 
Investments, L.L.C., or has rights to vote shares of common stock that in the aggregate 
represent more than 50% of the voting power of XO common stock. 

Through intermediate holding companies, Telmex owns 100% of the capital stock of 
Teninver, S.A. de C.V., the Mexican entity through which Telmex proposes to make its 
investment in XO. 
Applications related to this transaction were filed with the Federal Communications 
Commission on February 21,2002. 
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each Investor is expected to hold approximately 40%4 of XO’s voting power and have 

corresponding representation on XO’s Board of Directors. It is not anticipated that any other 

shareholder will hold more than a 10% interest in XO. This transfer of control will result from 

XO’s planned restructuring involving the modification of XO’s existing credit facility, the 

elimination of all equity, outstanding notes, and the purchase of new common stock in XO by the 

Investors for $800 million.’ Importantly, no new party will be able to unilaterally control XO 

after the transfer of control. The Investors will hold their interests independently of one another 

and have no agreement to act in concert with respect to the future operations of XO and its 

subsidiaries, except with respect to the election of Directors, as set forth below. 

This Application is required because XO Long Distance and XO Florida, Inc., currently 

are authorized to provide local exchange services and interexchange services in Florida.6 This 

Application does not seek to transfer any operating authority. Throughout the restructuring 

process and after the consummation of the transactions described herein, the Company will 

continue to provide the same high quality services as it always has in an uninterrupted manner. 

Upon completion of the proposed transfer of control, the Company will continue to provide 

intrastate telecommunications services in Florida under its same name and pursuant to its 

existing authorizations and tariffs. Accordingly, the contemplated transaction will be transparent 

Although negotiations in connection with the restructuring of XO are ongoing, the 
respective interests of Forstmann Little and Telmex are not expected to exceed 40%. 

It is anticipated that additional new stock also will be issued to management of XO. 

XO Florida, Inc. was authorized on June 13, 1998 to provide local exchange service in 
Docket No. 980470-TX, and interexchange service in Docket No. 980472-TI. XO Long 
Distance Services, Inc. was authorized to provide interexchange service in Docket PSC- 

4 
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to customers in Florida. In support of this Application, the parties provide the following 

information: 

I. THE PARTIES TO THE TRANSACTION 

The Company. XO Long Distance and XO Florida, Inc., are 100% wholly owned 

subsidiaries of XO Communications, Inc., a Delaware corporation (XOXO on the OTC-Bulletin 

Board). All are headquartered at 1 1 1 1 1 Sunset Hills Road, Reston, Virginia 201 90. Through its 

operating subsidiaries, XO provides bundled local and long distance as well as dedicated voice 

and data telecommunications services primarily to business customers. It has metro broadband 

fiber optic networks in more than 60 cities in the United States, including in the top 30 cities, and 

serves 25 of the largest metropolitan areas in the United States. The Company also is one of the 

nation’s largest holders of fixed wireless spectrum, covering 95% of the population of the 30 

largest U.S. cities, and has deployed fixed wireless technology in 27 of its markets. 

XO is authorized, through its subsidiaries, to provide intrastate interexchange services 

virtually nationwide, including in Florida, and is authorized to provide local exchange services in 

approximately 30 states, including Florida. The Company also offers domestic and international 

telecommunications services pursuant to FCC Section 2 14 authorizations. The Company’s 

international offering is incidental to its core domestic business. 

XO currently is controlled by Craig 0. McCaw through his ownership interest in Eagle 

River Investments, L.L.C., through other direct and indirect holdings of XO securities and 

pursuant to various voting arrangements, the primary one being with shareholder Wendy P. 

McCaw, his former s p ~ u s e . ~  Following the consummation of the contemplated transactions, it is 

Mr. McCaw holds a proxy to vote the number of shares of XO stock held by Mrs. 
McCaw necessary for Mr. McCaw to hold 5 1 % of the voting power of XO. 
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expected that, to the extent Mr. McCaw holds any equity interest in XO, such interest will 

represent a very small percentage of its voting power (less than 1 O%), and Mr. McCaw will have 

neither control of XO’s Board of Directors, nor the right to elect any of its Directors. 

Forstmann Little. Forstmann Little & Co. is a private equity firm formed in 1978. 

Since its formation, Forstmann Little & Co., through several limited partnerships ultimately 

controlled by individual general partners,’ has made 29 acquisitions and significant equity 

investments, focusing on high growth, high quality companies.’ The address for Forstmann 

Little & Co. and its affiliates is c/o 767 Fifth Avenue, New York, New York 10153. 

Included in these investments are existing investments in XO. Funds affiliated with 

Forstmann Little & Co. have made equity investments in XO of $850 million in January 2000, 

$400 million in July 2000, and $250 million in the spring of 2001, which investments give the 

funds the right to designate two directors. Currently, these Forstmann Little & Co. funds in the 

aggregate hold an approximate 8.54% voting interest in XO. Under the contemplated 

restructuring, these investments would be treated similarly to the other existing equity holders in 

xo. 
In the instant transaction, Forstmann Little proposes to invest an additional $400 million 

in the restructured XO. The two Forstmann Little & Co. affiliates making the new investment in 

XO are also limited partnerships. Forstmann Little & Co. Equity Partnership-VII, L.P. is a 

Over time, the individual general partners have changed to some degree. 

These companies include McLeodUSA, Incorporated (NASDAQ:MCLD) (“McLeod”), a 
facilities-based competitive local exchange carrier providing integrated communications 
services in approximately 28 states. An investor in McLeod since September 1999, 
Forstmann Little funds recently agreed to invest $175 million in the Company in 
conjunction with a financial restructuring. Upon consummation of that proposed 
transaction, Forstmann Little funds would become McLeod’s largest shareholder with a 
58% share of McLeod’s voting stock. 

8 
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Delaware limited partnership, and its general partner is FLC XXXII Partnership, L.P., a New 

York limited partnership. Forstmann Little & Co. Subordinated Debt and Equity Management 

Buyout Partnership-VIII, L.P. also is a Delaware limited partnership, and its general partner is 

FLC XXXIII Partnership, L.P., a New York limited partnership. The general partners of both of 

those general partner entities are: Theodore J. Forstmann, Sandra J. Horbach, Winston W. 

Hutchins, Thomas H. Lister, Jamie C. Nicholls, and Gordon A. Holmes. The limited partners of 

Forstmann Little & Co. Equity Partnership-VII, L.P. are comprised primarily of institutional 

investors, with some individual investors, while the limited partners of Forstmann Little & Co. 

Subordinated Debt and Equity Management Buyout Partnership-VIII, L.P. are comprised of 

various institutional investors. 

Telmex. Telefonos de Mexico, S.A. de C.V. (NYSE:TMX; NASDAQ:TFONY), a 

Mexican corporation, provides telecommunications services in Mexico. Telmex has more than 

13 million telephone lines in service, 1.43 million line equivalents for data transmission and 

more than 845,000 Internet accounts." Telmex and its subsidiaries offer a wide range of 

advanced telecommunications, data and video services, Internet as well as integrated 

telecommunications solutions for corporate customers through an extensive fiber optic digital 

network. Telmex's address is Parque Via 190, Colonia Cuauhtemoc, 06599 Mexico, D.F. 

Privatized in 1990, Telmex has no state ownership. Telmex is controlled by Carso Global 

l o  Telmex owns Controladora de Servicios de Telecomunicaciones, S.A. de C.V., which, in 
turn, owns Teninver, the Mexican entity through which Telmex proposes to make its 
investment in XO. 
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Telecom, S.A. de C.V., a Mexican holding company. For additional information about Telmex, 

please see its website at www.te1mex.com." 

11. DESIGNATED CONTACTS 

The designated contacts for questions concerning this Application are: 

For XO: 
Leila M. Baheri 
Melissa S. Conway 
KELLEY, DRYE & WARREN, 
LLP 
1200 19'h Street, N.W. 
Suite 500 
Washington, D.C. 20036 
Telephone: (202) 887-1228 
Fax: (202) 955-9792 

Copies of any correspondence relating to the Company also should be sent to its 

following designated representative: 

Cathleen A. Massey 
Vice President - External AffaidAssistant General Counsel 

1730 Rhode Island Avenue, NW, Suite 1000 
Washington, D.C. 20036 
Telephone: (202) 721 -0983 
Fax: (202) 721-0995 
Email: cathy.massey@xo.com 

xo COMMUNICATIONS, INC. 

Telmex has an indirect, wholly owned subsidiary, Telmex USA, L.L.C., that is 
authorized to provide international switched resale services in the United States. Telmex 
USA, L.L.C. currently is authorized as a long distance reseller in approximately 16 states, 
including Florida. See Docket No. 01 0093-TIY Order No. PSC-01-1668-CO-TI. America 
Movil, S.A. de C.V., a Mexican corporation under common ownership and control with 
Telmex, indirectly holds an approximate 25% (up to 45% if certain outstanding warrants 
are exercised) ownership interest in ARBROS Communications, Inc. and ARBROS's 
utility subsidiaries, including Comm South Companies, Inc., a prepaid local wireline 
service provider that is certificated in various states. Other subsidiaries of ARBROS 
provide voice, data and enhanced services to small and medium-sized business customers 
primarily in the eastern U.S. 
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111. DESCRIPTION OF THE TRANSACTION 

XO, Forstmann Little and Telmex entered into a Stock Purchase Agreement dated 

January 15,2002 (“Stock Purchase Agreement”) by which XO will, among other things, issue 

new common shares to the Investors, each of whom will pay $400 million in cash for the shares, 

for a total aggregate investment in XO of $800 million.*2 Specifically, the Stock Purchase 

Agreement contemplates that Forstmann Little will purchase 79,999,998 shares of Class A 

Common Stock, par value $0.01 per share, of XO and two (2) shares of a newly created class of 

Class D Common Stock, par value $0.01 per share of X0.13 The Forstmann Little shares in the 

aggregate will equal approximately 40% of the total outstanding equity securities of X0.14 

Telmex is purchasing 80,000,000 shares of a newly created class of Class C Common Stock, par 

value $0.01 per share, of XO. The Telmex shares in the aggregate will equal approximately 40% 

of the total outstanding equity securities of X0.15 Although negotiations in connection with the 

l 2  A synopsis of the Stock Purchase Agreement and related documents from the SEC Form 
13D/A filed by Forstmann Little on January 22,2002 is attached as Exhibit I hereto. A 
copy of the complete Stock Purchase Agreement is attached to the same SEC form or 
may be obtained from undersigned counsel. 

Forstmann Little & Co. Equity Partnership-VII, L.P. is purchasing 49,999,999 shares of 
Class A Common Stock and one (1) share of Class D Common Stock, for an aggregate of 
$250 million, which is expected to equal approximately 25% of the total outstanding 
equity securities of XO. Forstmann Little & Co. Subordinated Debt & Equity 
Management Buyout Partnership-VIII, L.P. is purchasing 29,999,999 shares of Class A 
Common Stock and one (1) share of Class D Common Stock, for an aggregate of $150 
million, which is expected to equal approximately 15% of the total outstanding equity 
securities of XO. Final percentages may differ slightly after negotiations with certain 
creditors. 

Under the contemplated restructuring, Forstmann Little’s existing investments in XO 
would be treated similarly to the other existing equity holders in XO. 

Exhibit 2 is a diagram of the ownership of XO before and after the transaction described 
herein. 

l 3  
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restructuring of XO are ongoing, the respective interests of Forstmann Little and Telmex are not 

expected to exceed 40%. The purchase by and issuance of the new shares to the Investors will 

occur at the closing of the contemplated transactions. Closing is subject to the satisfaction or 

waiver of certain conditions set forth in the Stock Purchase Agreement, including the 

restructuring of XO as discussed below and the receipt of certain regulatory approvals. 

The Stock Purchase Agreement contemplates a restructuring that would result in XO 

having total debt outstanding of no more than $1 billion of senior secured debt in addition to 

other existing capital lease and secured obligations, and equity consisting of each Investor’s 40% 

common stock interest with the remaining 20% divided between management (approximately 

2%) and other holders (1 8%). 

The restructuring contemplates the completion of transactions that would result in XO 

having total debt outstanding of no more than $1 billion of senior secured debt in addition to 

other existing capital lease and secured obligations. As contemplated by the Stock Purchase 

Agreement, the $1 billion of principal amount owed to the lending institutions will not be 

modified, but the scheduled maturity dates will be extended by three years. In addition, pursuant 

to the term sheet, modifications will be made to certain financial and negative covenants to 

which XO is subject and certain other amendments to the credit facility will be made. The 

process of restructuring may include a reorganization of XO’s finances through a Chapter 11 

proceeding. 

In addition to the Investors’ acquisition of a stock interest in XO, upon the closing of the 

transactions contemplated by the Stock Purchase Agreement, pursuant to the amended and 

restated certificate of incorporation, restated bylaws and the Stockholders Agreement, Forstmann 

Little and Telmex also will be able to designate persons to the XO Board of Directors 

DCOIIBAHELII 76746.1 8 



proportionate to their equity interests so long as they hold more than 10% of XO’s common 

stock.I6 However, other than with respect to the election of each other’s Directors as described 

below, there is no agreement between the Investors to vote their shares together, and neither 

Investor has the right to unilaterally control the day-to-day operations of the Company. 

It is expected that there will be a twelve (1 2) person Board which will include the CEO of 

XO, an independent director acceptable to both  investor^,'^ and five (5) individuals designated 

by each Investor. Until Telmex determines that certain events have occurred, the Telmex 

designees will be individuals who are independent of, and not affiliated with, either Telmex or 

XO. In future elections, Forstmann Little and Telmex will be able to designate directors 

proportionate to their then-current equity interests. Certain actions coming before the Board will 

require the approval of at least one director appointed by each of Forstmann Little and Telmex. 

These proposed actions include amending the certificate of incorporation or bylaws of XO, 

l 6  The holders of both Class C and Class D common stock, voting as separate classes, must 
approve any merger, consolidation, reorganization or recapitalization of XO or any sale 
of all or a substantial portion of the assets of XO and its subsidiaries. In addition, until 
Telmex elects to name affiliated persons to the Board, as discussed below the Class C 
Common Stock will vote as a separate class to authorize the Company to: acquire, by 
merger, purchase or otherwise, any equity interest in or assets of any other person with a 
value greater than 20% of XO’s net assets; authorize for issuance or issue any equity 
securities or derivative securities with a value in excess of $100 million; incur 
indebtedness for borrowed money in excess of $100 million in aggregate principal 
amount; or amend its certificate of incorporation or bylaws. The Class C and Class D 
Common Stock automatically convert into Class A Common (resulting in the termination 
of these special class rights) on the earlier of the date when the Class C common stock 
represents less than 10% of the total common shares or the fourth anniversary of the 
closing of the proposed transaction. 

l 7  After completion of their terms on the initial Board, the seats held by the CEO and 
independent director will be selected by majority vote. 
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transactions with other than wholly owned affiliates or “insiders,” filing for bankruptcy, adopting 

anti-takeover provisions or issuing preferred stock. 

It is expected that the Board will have a five (5) member Executive Committee having 

the responsibility for the strategic direction of the Company, which shall be comprised of XO’s 

CEO and four board members appointed by the Investors. Initially, the approval of three-fifths 

of the Executive Committee members will be required for the Company to undertake certain 

significant actions.’* If an action requiring a super-majority is not approved, however, any 

member of the Executive Committee may take the matter before the entire Board of Directors 

where it would be decided by majority vote. As the ultimate power to approve these actions 

resides in the Board of Directors, the Executive Committee cannot itself block XO from taking 

these actions. Even actions approved by the Executive Committee, moreover, may also be 

subject to any approval normally required by the full Board of Directors. 

Neither Investor will be directly involved in the day-to-day operations of XO. XO 

currently plans to retain its current management team and will continue to rely on its experienced 

The following actions will require a super-majority vote: 

Adopt or modify the business plan; acquire any equity interest in or assets of any other 
person with a value greater than $1 00 million; issue any equity securities with a value in 
excess of $100 million; purchase any shares of its capital stock; pay any dividends or 
distributions in respect of its capital stock; retire or change any material term of 
outstanding long-term debt; incur indebtedness in excess of $100 million; make any 
material change in its accounting principles or change XO’s outside auditors; and appoint 
or terminate or modify the terms of the employment of any member of XO’s senior 
management. 

Initially, three of the Forstmann Little Directors and one independent Telmex directors 
shall serve on the Executive Committee along with XO’s CEO. But when Telmex elects 
to designate persons affiliated with it to serve as Directors, the Executive Committee will 
be comprised of XO’s CEO and two Board members designated by each of Telmex and 
Forstmann Little. At that time, these actions will be by a two-thirds rather than three- 
fifths vote. 
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professionals. It is thus not contemplated that there will be significant changes in XO’s current 

management occasioned by this investment or the restructuring, and the current senior 

management is expected to continue to oversee the day-to-day operations of its operating 

subsidiaries. Of course, over time there may be management changes as deemed appropriate by 

the Board of Directors. 

IV. PUBLIC INTEREST ANALYSIS 

Approving the transfer of control of XO is in the public interest. After the consummation 

of the transaction described herein, the Company will continue to operate under its same names 

and operating authorities as at present. This transaction does not involve any transfer of 

authorizations or change in carriers providing service to customers or any change in the rates, 

terms or conditions of service. The Company’s management and the contact for customer and 

Commission inquiries will remain the same for the operating subsidiaries of XO after the transfer 

of control: 

Cathleen A. Massey 
Vice President - External AffairdAssistant General Counsel 
XO COMMUNICATIONS, INC. 
1730 Rhode Island Avenue NW, Suite 1000 
Washington, D.C. 20036 
Telephone: (202) 721-0983 
Fax: (202) 72 1-0995 
Email: cathv.massev@,xo.com 

Thus, the transfer of control of XO will be transparent to customers and will not have any 

adverse impact on them. The only change is in the ultimate ownership of the Company. 

In brief, the proposed investment is necessary for XO to survive in the 

telecommunications market. XO and other emerging telecommunications companies have 

suffered over the past year amid the downturn in the technology and communications markets, 

slowing demand, and a marked tightening of capital markets as investors shied away from 
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funding enterprises that were not generating net profits or had unfunded business plans. XO’s 

results of operations have remained relatively strong. However, XO has not had access to the 

capital markets to address its funding needs, because XO’s business plan is not fully funded and 

its operations do not yet generate positive cash flow as of the date of this Application. Without 

the new investment and balance sheet restructuring, XO’s financial stability could be 

significantly compromised. At that point, services to consumers in Florida would be adversely 

affected. 

The proposed infusion of capital by Forstmann Little and Telmex will allow XO to build 

upon its solid foundation with a strengthened balance sheet and is projected to result in a fully 

funded business plan. Specifically, XO expects to have sufficient funds and cash generated in 

operations to pay for its capital expenditures and operating expenses through the time at which 

the business is cash-flow positive. 

Thus, the proposed investment serves the public interest, because it will strengthen XO 

and is expected to enable it to meet its contractual and service obligations over the longer term. 

The simple fact is that, without additional funding, XO may be forced to decrease services and 

investment, and perhaps cease operations altogether. By contrast, the proposed transaction 

should enable XO to provide high quality local, long distance, and broadband services to its 

customer base. 
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WHEREFORE, XO Long Distance Services, Inc., XO Florida, Inc., their parent, 

XO Communications, Inc., respectfully request that the Commission approve the transfer of 

control of XO and its subsidiaries as described herein, and grant such other and further relief as it 

deems necessary to carry out the transactions described above. Because the continued operation 

and success of XO depends on the consummation of the investment described herein and the 

related restructuring, it is respectfully requested that the Commission act on this application as 

expeditiously as possible. 

Respectfully submitted, 

XO LONG DISTANCE SERVICES, 

XO COMMUNICATIONS, INC. 
INC., xo FLORIDA, INC., AND 

Brad E. Mutscheknaus, Esq. 
James J. Freeman, Esq. 
Melissa S. Conway, Esq. 
Leila M. Baheri 
KELLEY DRYE & WARREN, LLP 
1200 19th Street, N.W. 
Suite 500 
Washington, D.C. 20036 
(202) 955-9600 

Its Attorneys 

Dated: March 18,2002 
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VERIFICATION 

I, Cathleen A. Massey, am Vice President - External Affairs and Assistant General 

Counsel of XO Communications, Inc. and am authorized to represent it and its subsidiaries, and 

to make this verification on their behalf. The statements in the foregoing document relating to 

this company and its affiliates, except as otherwise specifically attributed, are true and correct to 

the best of my knowledge and belief. 

I declare under penalty of perjury that the foregoing is true and correct. 

Title: Vice President --External Affdirs 

Subscribed and sworn to before me this b+ dayof 
m r  t-\ ,2002. 

My Commission expires: (&+, 3\ ~ Looa 



VERIFICATION 
LJ, [L‘ f;! Lu7.t 1 

I, 14 )lj-L+x , am a general partner of FLC XXXII Partnership, L.P., the general 

partner of Forstmann Little & Co. Equity Partnership VII, L.P., and FLC XXXIII Partnership, 

L.P., the general partner of Forstmann Little & Co. Subordinated Debt and Equity Management 

Buyout Partnership VIII, L.P. (collectively “Forstmann Little”), and am authorized to represent 

Forstmann Little, and to make this verification on their behalf. The statements in the foregoing 

document relating to Forstmann Little, except as otherwise specifically attributed, are true and 

correct to the best of my own knowledge and belief. 

I declare under penalty of perjury that the foregoing is true and correct. 

qw 
Subscribed and sworn to before me this day of 

, 2002. 

Notary Public 

- 
3 .> /&-*- 5 ‘ 2 L C  3 My Commission expires: 



VERIFICATION 

I, Sergio Rodriguez Molleda, am Assistant General Counsel of Telefonos de Mexico, 

S.A. de C.V. and am authorized to represent it and its subsidiaries, including Teninver, S.A. de 

C.V., and to make this verification on their behalf. The statements in the foregoing document 

relating to this company and its affiliates, except as otherwise specifically attributed, are true and 

correct to the best of my own knowledge and belief. 

I declare under penalty of perjury that the foregoing is true and correct. 
\ - I  ; Title: Ass’stan Genera Co nsel Title: Ass stan Genera Co nsel 0 u 

Subscribed and sworn to before me this Sth day of 
March , 2002. 

I 

Notary Public .~umb~/103, i n  and for 
Mexico , D i  s 6 r r f l d e r a l  
Estados Un’ido xicanos 
ARMAND0 dALV PEREZ AMGON 
My Commissioh expires: I n d e f i n i t e l y  
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Por 
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s u . 5  a c t o s  j t ~ r i d i c o s  y ratif i c b  en t n d a s  y cada una de SUE. 

partes el contenido del mismo. E l  citadct e,~Fior L i . c e n c i a d o  
S E H G I O  E'3DRIGLJEZ MOLLEBA, me acredstd su p e r s o n a l i d s d  con e3 
dnrumento q u e  quedt, a g r e g a d o  a1 ap&nd d e l .  a c t a  menciovada 
con 1.3. l e t r a .  "B", d e l  que otro ejemplar se anexa  a1 presente. 
I l&xico ,  D i s t r i t . 0  Federal, a seis de m s r z c )  d e l  azo dos mil. 
; j c l~ , . -  ljIsy fe, - - - - .- - - - - - - - -. - - - - - - - - -. - 
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- DOCUMENTO MARCADO CON LA LETRA "e, DEL APENDICE DE 
ESCRITURA. - - - - - - - - - - - - - - ' -  - - - - - - - - - Licenciado ARMANDO GALVEZ PEREZ ARAWN, Titular de IC 
ia Piiblica Niimero Ciento Tres del Distrito Federa:., 
FICO: Que el sefior Licenciado SERGIO RODRIGUEr MOLLEL i, 

r'acredita la legal existencia de 'TELEFONOS DE IYEXICO~~, 
EDAD ANONIMA DE CAPITAL VARIABLE, y su cargcter de 
erado de la misma, con 10s siguientes documentcs: - - - - 

- - -  PRIMER0.- Pc escritura nhero treinta y cuatro mil 
setecientos veintis&i:, de fecha veintitrds de diciembre de 
mil novecientos cuarenta y siete, otorgada ante el Licenciado 
Graciano COntreraS SaaVedra, en aqye entonces Titular de la 
Notarla Piiblica Nhero Cincuenta y Cuatro del Distrito 
Federal, cuyo primer testimonio qued6 inscrito en el Registro 
ptiblico de Comercio del Distrito Federal, bajo el niimero 
cuatro, a fojas tres, del volumen doscientos trainta y ocho, 
libro tercero, de la Secci6n de Comercio, previo permiso 
otorgado por la Secretarla de Comunicaciones y Transmportes, 
se constituy6 "TELEFONOS DE MEXICO", SOCIEDAD ANONIMA, de 
nacionalidad mexicana, duracidn d 
el objeto debidamente especificado 

Despuds de Civersas modificaciones, en esc 
ntimero setenta y nueve mil cua 
fecha diez de abril de mil no 
otorgada ante el mismo Notario 
testimonio wed6 inscrito en el 
del Distrito Federal, en el folio mercan 
doscientos veintinueve, se hizo consta 
del acta de la Asamblea General Ordinaria 
Accionistas de "TELEFONOS DE 
celebtada el dia quince de marzo 
cuatro, en que se acord6 adopta 
VARIABLE y modificar diversas cl 
sociales, habidndose compulsado e mismo instrumento 
- - -  TERCER0.- Por escritura 
setecientos ochenta y ocho, de 
de mil novecientos ochenta y cuatro, otorgada ante el mismo 
Notario que laS anteriores, cuyo primer testimonio qued6 
inscrito en el Registro Piiblico de ' ,: srcio del Distrito 
Federal, en el folio mercantil nher. cinco mil doscientos 
veintinueve, se hicieron constar las ,.,. r::=colizaci6n de las 
declaraciones de 10s delegados especiiies de la Asamblea 
General Extraordinaria de Accionistas de "TELEFONOS DE 
MEXICO", SOCIEDAD ANONIMA, celebrada el dla quince de marzo 
de mil novecientos ochenta y cuatro, que acord6 la adopci6n 
del regimen de capital variable, para acreditar, en 10s 
tdrminos del articulo doscientos veinticuatro de la Ley 
General de Sociedades Mercantiles, que hasta esa fecha y 
cumplido en exceso el plazo de tres meses a partir de la 
inscripci6n' del acuerdo de la mencionada asamblea en el 
Registro Piiblico de Comercio del Distrito Federal, ningh 
acreedor de la sociedad se opus0 ni judical ni 
extrajudicialmente a que la misma sociedad adoptara el 
rdgimen de capital variable. - - - - - - - - - - - - - - - - -  

- - -  SEGUNDO.- ADOPCION DEL REGIMEN DE CAP1 

piiblico 10s estatutos sociales vi - - - - - - - - - - -  

- -  - CUART0.- Por escritura ptiblica niimero ochenta y siete 
mil ochocientos setenta y cuatro, de fecha diecisiete de 
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jmio de mil novecientos ochenta y ocho, otorgada ante el 
mismo Notario que las anteriOreS, cuyo primer testimonio 
qued6 inscrito en el Registro Efhlico de Comercio del 
Distrito Federal, en el folio mercantil nhero cinco mil 
doscientos veintinueve, se hizo constar 'la protocolizaci6n 
del acta de Asamblea General Ordinaria y Extraordinaria de 
accionitas de "TELEFONOS DE MEXICO", SOCIEDAD ANONIMA DE 
CAPITAL VARIABLE, celebrada el dla veinticuatro de marzo de 
mil novecientos ochenta y ocho, en la que se tom6 entre otros 
acuerdos, el de modificar las cldusulas cuarta y pinta de 
SUB Estatutos Sociales. - - - - - - - - - - - - - - - - - - - - - - QUINTO.- Por escritura palica niunero noventa y un mil 
seiscientos sesenta y dos, de fecha once de diciembre de mil 
novecientos ochenta y nueve, otorgada ante el mismo Notario 
que las anteriores, cuyo primer testimonio wed6 inscrito en 
el Registro Pclblico de Comercio del Distrito Federal, en el 
folio mercantil ntimero cinco mil doscientos veintinueve, so- 
hizo constar la protocolizaci6n del acta de Asamblea General 
Extraordinaria de accionitas de "TELEFONOS DE MEXICO", 
SOCIEDAD ANONIMA DE CAPITAL VARIABLE, celebrada el dia 
veintisiete de ocrubre de mil novecientos ochenta y nueve, en 
la que se hizo constar la modificacidn de las cldusulas 
novena y decima primera de sus Estatutos Sociales. - - - - - -  - -  - SEXTO.- Por diversas escrituras la sociedad de 
referencia, ament6 su capital social, siendo la dltima 
mediante escritura palica niimero noventa y cuatro mil 
trescientos treinta y tres, de fecha once de diciembre de mil 

anteriores, cuyo primer testimonio quedd inscrito en el 
I Registro Piiblico de Comercio del Distrito Federal, en el 

folio mercantil nhero cinco mil doscientos veintinueve, se 
hizo constar la protocolizaci6n del acta de Asamblea General 

, Extraoridinaria de Accionistas de "TELEFONOS DE MEXICO", 
SOCIEDAD ANONIMA DE CAPITAL VARIABLE, celebrada el dia quince 
de junio de mil novecientos noventa, en la que se acord6, 
entre otros asuntos, ament6 su capital social total a la 
suma de UN BILLON SF3SENT.A MIL TRESCIENTOS CATORCE MILLONES DE 
PESOS, MONEDA NACIONAL, dividido en W S  MIL CIENTO SESmTA Y 
TRES MILLONES CUARENTA MIL NOVECIENTAS SETENTA Y DOS acciones 
comunes de laS Serie "AA", DOS MIL SETENTA Y OCHO MILLONES 
DOSCIENTAS QUINCE MIL OCHOCIENTAS TREINTA Y CINCO acciones 
comunes de la Serie "A", y SEIS MIL TRESCIENTOS SESENTA Y UN 
MILLONES OCHOCIENTAS OCHENTA Y CINCO MIL DOSCIENTAS ONCE 
accines de la serie "L", de voto limitado, siendo toaas las 
acciones nominativas, liberadas y sin expresidn de valor 
nominal, y la modificaci6n lntegra de sus estatutos sociales. - - -  SEPTIM0.- Por escritura ptiblica nhero noventa y cuatro 
mil seiscientos sesenta y nueve, de fecha once de febrero de 
mil novecientos noventay uno, otorgada ante el mismo Notario 
que las anteriores, cuyo primer testimonio ped6 inscrito en 
el Registro Wlico de Comercio del Distrito Federal, en el 
folio mercantil niimero cinco mil doscientos veintinueve, se 
hizo constar la protoc.olizaci6n de las actas de las Asambleas 
Especial de la Serie "AAn y General Extraoridnaria de 
Accionistas de "TELEFONOS DE MEXICO", SOCIEDAD ANONIMA DE 
CAPITAL VARIABLE, celebrada el dia nueve de enero de mil 
novecientos noventa y uno, en la que se acordaron diversas 
modificaciones a las clbusulas, tercera, sexta, vigdsimo 

\ novecientos noventa, otorgada ante el mismo Notario que las 
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triggsim- primera, trigdsimo tercera y cuadragesima 
Estatutos sociales, asi como la compulsa & 10s 
s sociales vigentes. - - - - - - - - - - - - - - - - -  - De 10s Estatutos Sociales que se compulsaron dicha 

ad qued6 con la misma denominacibn, domicilic social en 
dad de Mexico, Distrito Federal, duracibr: de cien &s, 

con cldusula de admisibn de extranjeros, capital social de UN 

-- MIL OCHOCIENTOS PESOS, Moneda Nacional, y teniendo por objeto 

- - - a) . -  Construir, intalar, mantener, operar y explotar 
una red ptiblica telef6nica y de telecomuncaciones para 
prestar el servicio psblico de conduccidn de sefiales de voz, 
sonidos, datos, textos e imdgenes, a nivel local y de larga 
distancia nacional e internacional y el servicio p~lico de 

- - -  b).- Adquirir el domini0 directo sobre bienes 
inmuebles, siempre que 10s mismos no se encuentren en una 
faja de cien kildmetros a lo largo de las fro 
cincuenta kil6metros en las playas. - - - - - - - - - -  c).- Arrendar toda clase de bienes inmuebles 
toda clase de actos juridicos p 
conceda el us0 o el us0 y goce de bi - - - d).- Adquirir, enajenar y celebrar cu 
actos juridicos que tengan por objeto 
maquinaria, equipo y herramientas 
convenientes para alcazar 10s objet - - - e) . - Adquirir, enajenar y ce 
actos juridicos respecto de toda cla 
sociales y participaciones sociales en 

- - - f ) . -  Celebrar cualesquiera ac 
por objeto creditos o derechos. - - - 

g1.- Celebrar cualesquiera act 
con patentes, marcas y nombres comer - - -  h) .- Prestar y recibir t 
asesoria y asistencia tCcnica, cientifica y adminitrativa. - -  
- - -  i).- Emitir bonos y obligaciones. - - - - - - - - - - - - - - j).- Establecer sucursales, agencias y oficinas en la 
Reptiblica Mexicana o en el extranjero. - - - - - - - - - - - -  - - -  k).- Obrar como agente, representante o comisionista de 
personas o empresas, ya Sean mexicanas o extranjeras. - - - - - - -  1).- Dar o tomar dinero a titulo de prdstamo. - - - - - - - - m).- Aceptar, suscribir, avalar y endosar toda clase de 

- - -  n ) . -  Otorgar toda clase de garantsas, incluyendo la 
constitutic6n de derchos reales y afectaciones fudiciarias 
que Sean necesarias o convenientes para alcanzar 10s objetos 

- - - fd.- Garantizar, por cualquier medio legal, incluyendo 
la constitucidn de derechos reales y afectaciones 
fiduciarias, el cumplimiento de obligaciones de terceras 
personas, fisicas o morales, nacionales o extraxjeras y 
constitubrse como deudor solidario de terceras personas 
fisicas o morales, nacinales o extranjeras. - - - - - - - - - - - -  01.- Celebrar cualquier acto o contrato que se 
relatione con 10s objetos sociales y que sea licito para m a  

BILLON SESENTA MIL TRESCIENTOS CATORCE MILLONES DOSCIELVTOS UN 

el siguiente: - - - - - - - - - - - - - - e - - - - - - - - - 

telefonla b&sica. - - - - - - - - - - - - - - - - - - - - - - 

- - - - - -  

extranjeras. - - - - - - - - - - - - - 

. - - -  

tltulos de crgdito, - - - - - - - - - - - - - - - - - - - - 

sociales. -. - - - - - - - - - - - - - - - - - - - - - - - - - 

sociedad an6nima. - - - - - - - - - - - - - - - - - - - - - - 
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- - - p).- La sociedad no podrd llevar a cabo, ni podrd 
directs o indirectamente participar en el capital social de 
ninguna otra sociedad, organizacidn o entidad que lleve a 
cab0 10s siguientes actos o actividades: - - - - - - - - - - -  - - -  1.- Explotar, distribuir o fabricar para di'stribuir 
equip0 de telecomunicacines que se destinen a ser utilizados 
en 10s paises comprendidos en el Plan de Numeracidn de 
America del Norte, lo cual no incluye el territorio de 

- - - 2 . -  Prestar servicios de informacidn pra ser utilizados 
o consumidos en 10s paises a que se refire el punto uno 
anterior, sin incluir Mexico. - - - - - - - - - - - - - - - - 
instalaciones de telecomunicaciones internacionales distintas 
de cables submarinos o sistemas de satelite, en el territorio 
de 10s Estados Unidos de America o prestar servicios de 
interconexidn telefdnicas de servicios de larga distancia en 
10s Estados Unidos de America. No obstante lo anterior, la 
sociedad si podrd proporcionar 10s servicios de la terminal 
nexicana de telecomunicaciones entre Mexico y dicho pais, 
siempre y cuando: a) NO exista discriminacidn entre empresas 
de nacionalidad estadounidense que proporcionen el servicio 
entre 10s Estados Unidos de America y Mexico; b) Se 
distribuya o asigne el trefico a empresas estadounidenses que 
esten proporcionando servicios de telecomunicaciones de 
Mexico a 10s Estados Unidos de Amdrica en proporcidn a1 
trgfico reCibid0, salvo que la Secretarxa de Comunicaciones y 

Mexico. - - - - - - - - - - - - - - - - - , -  - - - - - - - - - 

- - - 3 . -  Tener en propiedad y/o operar equipo o 

. ,_..a+. . .I.. ' . . '(l; - Transportes determinare otras proporciones; y c) Existah 
,. ;.;.q;$ , . tdrminos uniformes de liquidacidn de pagos entre las empresas 
.. ..y 0;: . : 1 
$.*yj;. estadounidenses que proporciones o reciban 10s servicios de 
-4&j?:! .... h.. telecomunicaciones. De conformidad con lo previsto .en el 

cuato pdrrafo del articulo veintiocho de la Constitucidn 
..:., <,e : \, .. i. .... :e;, ' i  .' Politica de 10s Estados Unidos Mexicanos, la sociedad no 

.:2i.r:*. .. 2 ! '\ podrd tener en propiedad y/u operar sistemas de satdlites de 
--.';':v$ k] .. p . ... .. sir - -  De dicha escritura copio en su parte conducente lo que 

.- ~ es del tenor literal siguiente: - - - - - - - - - - - - - - - 
DECIMOQU1NTA.- La Asamblea General de Accionistas es el 
cjrgano supremo de la SOCiedad, estando subordinados a 61 
todos lo demds.. . . . TRIGESIMOSEXTA. - El Consejo de 
administracidn de tendrd las mds amplias facultades para la 
buena administracidn de 10s negocios de la Sociedad, con 
poder general amplisimo para pleitos y cobranzas, para 
administrar bienes y para ejercer actos de dominio, sin 
limitacidn alguna, o sea con todas las facultades generales y 
las especiales que requieran cldusula especial conforme a la 
ley, en 10s terminos de 10s tres primeros pdrrafos del 
articulo dos mil quinientos cincuenta y cuatro del Cddigo 
Civil para el Distrito Federal, incluidas las facultades que 
enumera el Articulo dos mil quinientos ochenta y siete del 
mismo ordenamiento. De una , manera enunciativa y no 
limitativa, se le fijan de una manera expresa las siguientes 
facultades: I.- Representar a la sociedad ante toda clase de 
aUtOridadeS, Sean estas FederaleS, Estatales o Municipales; - 
representar a la Sociedad ante toda clase de personas fisicas 
o morales, nacionales o extranjeras; representra a la 
sociedad ante Juntas de Conciliacidn y ante Juntas de 

'. 

.. - . .. , . : c -'; i 

. .  .. ',1. . *' comunicacidn. -' - - - - - - - - - - - - - - - - - - - - - - _  , I -. 3'-. - 
I . .  

- - -  "..... DE LAS ASAMBLEAS GENERALES DE ACCION1STAS.- 

.- . 

i 
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&&liacidn y Arbitraje, Sean dstas Feaerales o Locales, con 
ltades expresas para todos 10s efectos previstos en las 
ciones I1 y 111 del Articulo 692 de la Ley Federal del 
ajo, en concordancia con lop Articulos 786 y 876 del 

normativo, por 1.9 que queda expresamente 
para absolver y articular posiciones a nombre y en 

representacien de la sociedad, conciliar, transigir, formular 
convenios, presentar denuncias y querellas, presentar y 

-- desistirse de toda clase de juicios y recursos, abn el de 
amparo, y representar a la sociedad ante tod3 clase de 
autoridades, ya Sean Judiciales, administrativas y - -  
cualesquiera otras que se avoquen a1 conocimiento de 
conflictos laborales; presentar demandas de amparo y, en su 
caso, desistirse de las mismas; presentar querellas y, en su 
caso, conceder el perden; presentar denuncias y constituirse 
en coadyuvante del Ministerio Wlico; desistirse; - - - - -- 
transigir; comprometer en drbitr 
posiciones; recusar y recibir 
suscribir, endosar y avalar toda cl 
111.- Designar a 10s funcionari 
apoderados de la sociedad, a 
deberes, obligaciones y remuner 
clausurar oficinas, sucursales 
'acciones, participaciones social 
terceros y ejercitar el derecho 
o participaciones sociales de otras 
modificar, terminar y rescindir co 
nombre de la sociedad mandatos de pe 
Mexicanas 0 Extranjeras.- VII1.- Est 
y retirar depdsitos de las mi 
autorizadas para us0 de la firma 
las referidas cuentas bancarias 
con las limitaciones que 
estab1ecer.- 1X.- Constituir g 
afectaciones fiduciarias para garantizar obligaciones de la 
sociedad y constitufrse en deudor solidario, fiador y, en 
general, obligado a1 cumplimiento de obligaciones de terceras 
personas y establecer las garantias reales y afectaciones 
fiduciarias para asegurar el cumplimiento de estas 
ob1igaciones.- X.- Conferir, substituir y delegar poderes 
generales y especiales para actos de dominio, que deberdn ser 
otorgados para que Sean ejercitados conjuntamente por cuando 
menos dos personas y conferir, substituir y delegar poderes 
generales y especiales para actos de administrcien y para 
pleitos y cobranzas, siempre que con ello no se substituya 
totalmente a1 Consejo en sus funciones y revocar poderes.- 
XI.- Conferir facultades para otorgar, suscribir, endosar y 
avalar toda clase de tftulos de crbdito, en el entendido de 
que la facultad para avalar titulos de crgdito, debertin ser 
siempre conferida para que sea ejercitada conjuntamente por 
cuando menos dos personas.- XI1.- Convocar a Asambleas de 
Accionistas y ejecutar las resoluciones que se adopzen en las 
mismas.- XII1.- Celebrar cualesquiera actos juridicos y 
adoptar cualesquiera determinaciones que Sean Recesarias o 
convenientes para lograr 10s objetos sociales.... .". - - - - -  - -  - OCTAVO.- Por escritura palica nmero noventa y seis 
mil ciento sesenta y cuatro, de fecha veintitres de agosto de 
mil novecientos noventa y uno, otorgada ante el Licenciado 

ordenamiento 
tad0 
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Homer0 Dlaz Rodriguez, en aquel entonces Titular -de la 
Notarla Ptiblica Nhero CuatrO del Distrito Federal, cuyo 
primer testimonio Fed6 inscrito en el Registro P$blico de 
Comercio del Distrito Federal, en el folio mercFti.1 ntimero 
cinco mil doscientos veintinueve, se hizo *'constar la 
protocolizacidn del Acta de Asamblea General Anual Ordinaria 
de Accionitas de "TELEFONOS DE MEXICO", SOCIEDAD ANONIMA DE 
CApITAt VARIABLE, de fecha doce de abril de mil novecientos 
noventa y dos, mediate la cual entre otros acuerdos se 
nombraron miembros del Consejo de AdministraciBn en favor de 
las siguientes personas: - - - - - - - - - - - - - - - - - - -  - - - - - - -  CONSEJO DE ADMINISTRACION. - - - - - - - - - - -  - -  - PROPIETARIOS: - - - - - - - SUPLENTES: - - - - - - - - 
ANDRES CAS0 LOMBARDO. - - - - - -CARLOS MIER Y TERAN. - - - -  
JAIME CORREDOR ESNA0LA.- - - - - JUAN DIE2 CANEDO. - - - - - 

-MOISES COSIO ARIfiO. - - - - ANTONIO COSIO ARIR0.- - - - - - 
MANtTEL ESPINOSA YGLESIAS- - - - - JAIME CHIC0 PARDO. - - - - -  
ELMER FRANCO MACIAS. - - - - - - -ANTONIO DEL VALLE RUIZ. - - 
CLAUD10 X. GONZALEZ L. - - - - - AMPAR0 ESPINOSA RUGARCIA. - 
ANGEL LOSADA MORENO. - - - - - - -JORGE ESTEXE CAMPDEPA. - - -  
ROMULO O'FARRILL N. - - - - - - -AGUSTIN FRANCO MACIS. - - -  
JUAN ANTONIO PEREZ SIMON. - - - - DAVID IBARRA m O Z .  - - - - 
BERNARDO QUINTANA ISAAC. - - - - -JORGE MARTINEZ GUITRON. - - 
JACQUES ROGOZINSKY. - - - - - - - MARIO J. MONTEMAYOR GARCIA. 
CARLOS SLIM HELU. - - - - - - - - RAUL SOLIS w. - - - - - - - 
JOHN H. ATTERBURY 111. - - - - - -FEDERICO LAFFAN FANO. - - - 

-WAYNE D. MASTERS. - - - - - GERALD D. BLATHERWICK. - - - - - 
ROYCE S. CALDWELL. - - - - - - - JAMES S. -. - - - - - - 

- ms-ANDm LEROUX. - - - - -  CHRISTIAN CHAWIN. - - - - - - 
MICHEL H1RSCH.- - - - - - - - - - MAURICE BORDAS. - - - - - - 

". DONALD E. ICIER". - - - - - - - CARLOS BERN= VEREA. - - - -  
'\(ALAIN PROFIT. - - - - - - - - - JACQUES PONTVIANNE. - - - - 

% -  - - NOVEN0.- Por escritua p~lica nhero noventa y siete 
hi1 ciento veinte, de fecha diecimeve de dicierrbre de m i l  
novecientos noventa y uno, torgada ante el mismo Notario que 
la anterior, cuyo primer testimonio wed6 inscrito en el 
Registro Ptiblico de Comercio del Distrito Federal, en el 
folio mercantil n ~ e r o  cinco mil doscientos veintinueve, 
celebrd una Junta del Consejo de AdministraciBn, mediante la 
cual se otorgan facultades a1 seiior Licenciado FRANCISCO 
SANCHEZ Y GARCIA, COORDINADOR GENERAL DE RECURSOS HUMANOS Y 

- - De dicha acta copio en su parate conducente lo que es 
del tenor literal siguiente: - - - - - - - - - - - - - - - - -  - - -  "ACTA DE LA JUNTA DEL CONSEJO DE ADMINISTRACION DE 

SEPTIEMBRE DE 1991.- En la ciudad de Mexico, Distrito 
Federal, las 12:OO horas del dla 11 de septiembre de 
1991 88 reunieron en las oficinas de Teldfonos de Mexico, 
S.A. de C.V. 10s SefiOreS Ing. Carlos Slim HelB, Sr. John H. 
Atterbury 111, Sr. Gerald D. Blatherwick, Sr. Royce S .  
Caldwell, Ing. Antonio Cosio Ariiio, Sr. Christian Chauvin, 
Sr. Manuel Espinosa IgleSiaS, (as11 Ing. Elmer Franco Macias, 
Ing. Claudio X. Gonzslez Laporte, Sr. Donald Kiernan, Lic. 
Angel Losada Moreno, Sr. Rdmulo O'Farrill N., C.P. Juan 
Antonio P6rez Simdn, Ing. Bernard0 Quintana Isaac, Consejeros 
Propietarios y 108 SefiOreS Jorge Esteve C., Ing. Carlos Mier 
y Teran, Dr. Juan Diez Canedo, Lic. RaX S o l i s  Wolfowitz, 

~ ~ C I O N E S  L A B O W E S ,  - - - - - - - - - - - - - - - - - - - - - 
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ederico Laffan Fano, Sr. Wayne D. Masters, Sr. James S. 
i i  Sr. Mois6s Coslo AriEo, Sr. Yves Andr6 Leroux, C.P. 6 del Valle Ruh, Mtra. Amparo Espinosa Rugarcia, Sr. 
e Bordas, Lic. Carlos Bernal Verea, Lic. Davi? Ibarra 
Ing. Jorge Martinez Guitr6n, Sr. Jacques Ponzvianne y 

Mario J. Montemayor Garcla, Consejeros Su?ientes.- 
eron tambi6n 10s sefiores C.P. Gabriel Manceri; Aguayo, 

Comisario Propietario, el Arq.  Emilio Carrera Cortds y C.P. - 
Rogerio Casas Alatriste, Comisarios Suplentes. el Lic. - - -  

. .,, 

Octavio Igartda Araiza, Secretario -del Consejo y ~ Lic. 
Sergio Medina Noriega, Prosecretari0.- Presidid la E. n el 
Ing. Carlos Slim Held y actud como Secretario el Lic. c--avio 
Igartda Araiza, quienes ocuparon 10s cargos de Pre,ci.r.,nte y 
Secretario respectivamente del propio Consejo .... OKJEN DEL 
DIA.... . IV. Varios.- a) Otorgamiento de podere: ..... V.- 
0TORGAMIENTO.- Expuesto lo anterior, el cmparecient2, en su 
carlcter de delegado especial del Consejo de Administracidn 
de la sociedad, otorga las siguientes:- CLAUSuLAs.- PRIMERA.- 
PROTOCOLIZACI0N.- Protocoliza y ratifica para todos 10s 
efectos legales a que haya lug 
Consejr; de Administracidn de "TEL 
ANONIMA DE CAPITAL VARIABLE, c 
septiembre de mil novecientos 
acuerdos, que se transcriben en lo co 

VARIABLE, represeniada por el 
IGARTUA. ARAIZA, en su cargcter 
cumplimiento de 10s acuerdos del Consej 
la sociedad, tomados en su sesidn de fe 
de mil novecientos noventa y uno, OTOR 
FRANCISCO SANCHJ3Z Y GARCIA, COORDI 
HUMANOS Y RELACIONES LABORALES DE 
ejercite en su nombre y representa 
PLEITOS Y COBRA", PARA ACTOS MINISTR?CION Y PARA 
ACTOS DE DOMINIO, en 10s tdrmin 
parrafos del artlculo dos mil qui 
del Cddigo Civil del Distrito Feder 
lugar en donde se ejercite el poder, con todas las facultades 
generales y a h  con las especiales que confxme a la ley 
requieran de poder o cllusula especial, en 105 tdrminos del 
articulo dos mil quinientos ochenta y siete del ordenamiento 
juridic0 primeramente citado y de su correlativo del segundo, 
as5 como PODER PARA SUSCRIBIR POR CUALQUIER CONCEPT0 TODA 
CLASE DE TITULOS DE CREDITO, en 10s tdrminos del articulo 
noveno de la Ley General de Titulos y Operaciones de 
Cr6dito.- De manera enunciativa y no limitativa, el apoderado 
podrd:- a) Comparecer ante particulares y ante toda clase de 
autoridades judiciales o administrativas, ya fueren 
federales, estatales o municipales, adn trathdose de Juntas 
de Conciliacih y de Conciliacidn y Arbitraje, representando 
a la mandate en todos 10s negocios que se le ofrezcan. - b) 
Promover y contestar toda clase de demandas o de asunzos y 
seguirlos por todos sus trhites, instancias e incidentes 
hasta su final decisi6n.c) Recusar.- d) Transigir.- e)  
Articular y absolver posiciones. - f) Conformarse con las 
resoluciones de las autoridades o interponer contra ellas, 
segdn lo estime conveniente, 10s recursos legales 
procedentes.- g) Promover el juicio de amparo. - h) Presentar 

P0DER.- "TELEFONOS DE MEXICO", SOCIED 
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denuncias y querellas penales de , toda especie. - i) 
Constituirse parte civil en cualquier proceso, coadyuvando a 
la acci6n del Ministerio m l i c o  en 10s t&\rminos que las 
leyes permitan.- j) otorgar el perddn .cpando .proceda. - k) 
Desistirse de 10s asuntos, juicios y recursos, atin trathdose 
del juicio de ampar0.- 1) Compareces ante autoridades 
fisca1es.- m) Hacer y recibir pagos.-' n) Hacer pujas y 
presentar posturas y mejoras en remate.- fi) Hacer cesidn de 
bienes.- 0) Someter lo8 asuntos contenciosos de la sociedad a 
la decisi6n de drbitros de derecho y arbitradores, 
estableciendo el procedimiento que se seguira ante 10s 
mismos.- p) Administrar las relaciones laborales de la 
sociedad, celebrar, rescindir, modificar y terminar contratos 
individuales y colectivos de trabajo, establecer y modificar 
condiciones de trabajo, emitir reglamentos interiores de 
trabajo, y en general, comparecer ante particulares y ante 
todas las autoridades en materia de trabajo, de manera 
especial ante las relacionadas en el artlculo quinientos 
veintitres de la Ley Federal del Trabajo, asl como ante el 
Instituto del Fondo Nacional de la Vivienda para 10s 
Trabajadores (INFONAVIT), Instituto Mexican0 del Seguro 
Social y Fondo de Foment0 y GarantSa para el Consumo 
de 10s Trabajadores (FONACOT), a realizar todas las gestiones 
y trhites necesarios para la solucidn de 10s asuntos que se 
le ofrezcan a la sociedad, a 10s que comparecerd en el 
cardcter de representante en tthninos del articulo once de la 
Ley Federal del Trabajo, que determina: "Los directores, 
administradores, gerentes y dem6s personas que ejerzan 
funciones de direcci6n o administracidn en las empresas o 
establecimientos, s e r h  considerados representantes del 
patrdn y en tal concept0 lo obligan en BUS relaciones con 10s 
trabajadores". En consecuencia, en relaci6n con esos asuntos, 
podrb. ejercitar las mencionadas facultades, o sea, comparecer 
en cargcter de administrador y por lo tanto, de representante 
de la sociedad, en 10s thninos de 10s artlculos once, 
seiscientos noventa y dos, fraccien segunda, setecientos 
ochenta y seis y ochocientos setenta y seis de la Ley Federal 
del Trabajo, asi como comparecer a las audiencias de 
conciliaci6n en que sea citada la sociedad por las Juntas de 
Conciliacidn y de Conciliacidn y Arbitraje, con todas las 
facultades generales y a6n las especiales que conforme a la 
ley requieran de poder o cl6usula especial.- q) Suscribir, 
emitir, girar, endosar avalar toda clase de titulos de 
crgdito. r) Sustituir en todo o en parte este poder, 
reservdndose en todo cas0 su ejercicio, as$ como para otorgar 
Poderes generales o especiales con las facultades que est- 
convenientes o necesarias y para revocar 10s poderes y 
sustituciones otorgados por €1, o por cualquier otro de 10s 
6rganos y apoderados de la sociedad.- L1MITACIONES:- a) Para 
suscribir tltulos de credito, el apoderado deberd ejercer el 
mandato mancomunadamente con cualquier otro apoderado con 
facultades suficientes para ello.- b) En materia de actos de 
dominio y para avalar tltulos de crddito, ass como para el 
otorgamiento de poderes para actos de dominio y para 
suscribir y avalar tStulos de credito, el apoderado deberb. 
actuar conjuntamente con el Director General de la sociedad.- 
En 10s poderes o facultades para actos de dominio o para 
avalar tltulos de credit0 que sustituya, otorgue o delegue, 

(IMSS) 
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establecer a su vez la limitaci6n de que deberh ser 
tadas conjuntamente por cuando menos dos - - -  

DECIM0.- Por escritura ptiblica nijmero ciento dos mil 
ientos setenta y ocho, de fecha treinta de noviembre 
novecientos noventa y tres, torgada ante el mismo 

Notario que las anteriores, cuyo primer testimonio wed6 
inscrito en el Registro Pflblico de Comercio del Distrito 
Federal, en el folio mercantil nhero cinco mil doscientos 
veintinueve, se hizo constar el poder otorgado a1 sefior 
Licenciado ALEJANDRO MENDOZA ROMERO, y la personalidad como 
Subdirector Juridic0 y de Filiales y Apoderado General de 

- - -  De dicha escritura copio en su parte conducente lo que 
es del tenor literal siguiente: - - - - - - - - - - - - - - ' -  - - - "hago consta el PODER GENERAL PARA PLEITOS Y COBRAN- 
Y PARA ACTOS DE ADMINISTRACION que otorga "TELEFONOS DE 
MEXICO", SOCIEDAD ANONIMA DE CAPITAL VARIABLE, represen 
por el sefior licenciado FRANCISCO SANCHEZ Y GAR 
Coordinador General de Recursos 
Laborales y Apoderado General, a1 sefi 
MENDOZA ROMERO, Subdirector Juridic 
misma sociedad, a quien confiere 
ejercite en su nombre y represen 
facultades que se contienen en las si 

DE ADMINISTRACION, en 10s tdrminos de 
pdrrafos del artlculo dos mil quinientos 
del CBdigo Civil del Distrito Federal 
lugar en donde se ejercite el poder, c 
generales y aiin con las especiale 
requieran de poder o cldusula especi 
de hacer cesidn de bienes, en 10s tB 
mil quinientos ochenta y siete de 
primeramente citado y de su correlativ segundo. - - - - -  
SEGUNDA.- De manera enunciativa y no 1 iva, el apoderado 
podrb:- a).- Comparecer ante particulares y ante toda clase 
de autoridades judiciales o administrativas, ya fueren 
federales, estatales o municipales, aiin trathdose de Juntas 
de Conciliacidn y de Conciliacidn y Arbitraje, representando 
a la mandante en todos 10s negocios que se le ofrezcan.- b) 
Promover y contestar toda clase de demandas o de asuntos y 
seguirlos por todos sus trhites, instancias e incidentes 
hasta su final decisi6n.- c) Recusar - d) Transigir.- e). - - 
Articular y absolver posiciones.- f).- Conformarse con las 
resoluciones de las autoridades o interponer contra ellas, 
s e m  lo estime conveniente, 10s recursos legales 
procedentes.- g) Promover el juicio de amparo,- h) Presentar 
denuncias y querellas penales de toda especie.- i). - - - - - 
Constituirse parte civil en cualquier proceso, coadyuvando a 
la accidn del Ministerio Pdblico en 10s tBrminos que las 
leyes permitan. - j) otorgar el perddn cuando proceda.- k) 
Desistirse de 10s asuntos, juicios y recursos, aiin trathdose 
del juicio de amparo.- 11.- Comparecer ante autoridades 
fisca1es.- m1.- Hacer y recibir pagos.- n).- Hacer pujas y 
presentar posturas y mejoras en remate.- n) Someter 10s 
asuntos contenciosos de la sociedad la decisidn de drbitros 
de derecho y arbitradores, estableciendo el procedimiento que 

as..,..". - - - - - - - - - - - - - - - - - _ _ _ _ _ _  

"TELEFONOS DE MEXICO", SOCIEDAD ANONIMA DE CAPITAL VARIABLE. - 

PRIMERA.- PODER GENE= PARA PLEITOS 
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se seguird ante 10s mismos.- 0 1 . -  Administrar las relaciones 
laborales de la sociedad, celebrar, rescindir, modificar y 
tenninar contratos individuales y colectivod $5 trabajo, 
establecer y modif icar condiciones de trabajr'o; '-. emitir 
reglamentos interiores de trabajo, y en generaY:*?corttparecer 
ante particulares y ante todas las autoridad& en ':$ateria de 
trabajo, de manera especial ante las refacionadas en el 
artSculo quinientos veintitres de la Ley Federal del Trabajo, 
as5 como ante el Instituto del Fondo Nacional'de la Vivienda 
para 10s Trabajadores (INFONAVIT), Instituto Mexican0 del 
Seguro Social (IMSS) y Fondo de Foment0 y Garantia para el 
Consumo de 10s Trabajadores (FONACOT), a realizar todas las 
gestiones y trbnites necesarios para la soluci6n de 10s 
asuntos que se le ofrezcan a la sociedad, a 10s que 
comparecerd en el carscter de representante en t6rminos del 
articulo once de la Ley Federal del Trabajo, que determina: - 
"LOB directores, administradores, gerentes y demds personas 
que ejerzan funciones de direccibn o administracien en las 
empresas 0 eStableCimientOS, Serb considerados - - -  

+ -q.i representantes del patr6n y en tal concept0 lo obligan en sus 
.. i relaciones con 10s trabajadores", En consecuencia, en 

relaci6n con esos asuntos, podrd ejercitar las mencionadas 
facultades, o sea, comparecer en cardcter de administrador y ,  
por lo tanto, de representante de la sociedad, en 10s 
t6rminos de 10s articulos once, seiscientos noventa y dos, 
fracci6n segunda, setecientos ochenta y seis y ochocientos 

'i setenta y seis de la Ley Federal del Trabajo, as$ como 
comparecer a las audiencias de conciliaci6n en que sea citada 
la sociedad por las Juntas de Conciliaci6n y de Conciliaci6n 
y Arbitraje, con todas las facultades generales y aiin las 
especiales que conforme a la ley requieran de poder o 
clgusula especial. - p) . - Sustituir en todo o en parte este 
poder, reservhdose en todo cas0 su ejercicio, as$ como para 

estime convenientes o necesarias y para revocar 10s poderes y 
sustituciones otorgados por 61, o por cualquier otro de 10s 
6rganos y apoderados de la sociedad .....". - - - - - - - - - -  - - - DECIMO PRIMER0.- Por escritura ptiblica nhero ciento 
seis mil ciento setenta, de fecha cuatro de julio de mil 
novecientos noventa y cinco, otorgada ante el mismo Notario 
que la anterior, cuyo primer testimonio qued6 inscrito en el 
Registro mlico de Comercio del Distrito Federal, en el 
folio mercantil nhero cinco mil doscientos veintinueve, se 
hizo constar el poder otorgado por "TELEFONOS DZ MEXICOii, 
SOCIEDAD ANONIMA DE CAPITAL VARIABLE, en favor del seAor 
Licenciado SERGIO RODRIGUEZ MOLLEDA. - - - - - - - - - - - - -  - - - De dicha escritura copio en su parte conducente lo que 
es del tenor literal siguiente: - - - - - - - - - - - - - - - - - -  "hago constar el PODER GENERAL PARA PLEITOS Y COBRANZAS 
Y PARA ACTOS DE ADMINISTRACION que otorga ttTELEFONOS DE 
MEXICO", SOCIEDAD ANONIMA DE CAPITAL VARIABLE, representada 
por el seiior licenciado ALEJANDRO MENDOZA ROMERO, Subdirector 
Juridic0 y de Filiarles y Apoderado General de la sociedad, a 
10s seiiores ... SERGIO RODRIGUEZ MOLLEDA, .... a quienes 
confiere, para que las ejerciten en su nombre y 
representacibn y actuando conjunta o separadamente, las 
facultades que se contienen en las siguientes:- CLAUSULAS: - -  

L 1  

2 

f otorgar poderes generales o especiales con las facultades que 

PRIMERA.- PODER GENERAL PARA PLEITOS Y COBRA" Y PARA ACTOS 
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MINISTRACION, en 18-5 tdrminos de 10s dos primeros 
os del artlculo dos mil quinientos cincuenta y xatrc 
dig0 Civil del Distrito Federal y de su,correlativo del 
en donde se ejercite el poder, con todas las facultades 

rales y aiin con las especiales que confonne a la ley 
ieran de poder o clausula especial, con excepzih de la 

de hacer cesi6n de derechos (ass), en 10s thninos del 
articulo dos mil quinientos ochenta y siete del ordenaml 7 ento 
jurldico primeramente citado y de su correlativo del segundo. 
SEGUNDA.- De manera enunciativa y no limitativa, 2 , .  
apoderados podr6n:- a ) . -  Comparecer ante particulares y ar 
toda clase de autoridades judiciales o administrativas, y-: 
fueren federales, estatales o municipales, a b  tratdndose de 
Juntas de ConciliaciBn y de Conciliaci6n y Arbitraje, 
representado a la mandante en todos 10s negocios que se le 
ofrezcan.- b) Promover y contest 
de asuntos y seguirlos por todos 
incidentes hasta su final decisi6n.- c) F.ecusar 
Transigir.- e).- Articular y absolver posiciones.- 
Conformarse con las resoluciones de las au 
interponer contra ellas, se- 

;crecursos legales pr0cedente.s.- 
- -para.- h) Presentar denuncias . 'especie.- i).- Constituirse parte 
:- . ,:coadpvando a la acci6n del 
. .~ .'ttbrminos que las leyes permit 

'cuando proceda. - k) Desistirse 
: . recursos, atin tratdndose del juici 

Comparecer ante autoridades fiscal 
pagos.- n) .- Hacer pujas y presen 
remate.- fi) ' Someter 10s asuntos co 
.la decisi6n de grbitros de 
estableciendo el procedimiento 
mismos. - 0) . - Administrar las 
sociedad, celebrar, rescindir, mod 
individuales y colectivos de trabajo, establecer y modificar 
condiciones de trabajo, emitir reglamentos interiores de 
trabajo, y en general, comparecer ante particulares y ante 
todas las autoridades en materia de trabajo, de manera 
especial ante las relacionadas en el articulo quinientos 
veintitrgs de la Ley Federal del Trabajo, asi como antr el 
Instituto del Fondo Nacional de la Vivienda para 10s 
Trabaj adores (INFONAVIT) , Instituto Mexican0 del Seguro 
Social y Fondo de Foment0 y Garantia para el Consumo 
de 10s Trabajadores (FONACOT), a realizar todas las gestiones 
y traites necesarios para la solucidn de 10s asuntos que se 
le ofrezcan a la sociedad, a 10s que comparecersn en el 
cardcter de representantes en tdrminos del articulo once de 
la Ley Federal del Trabajo, que determina: - - - - - - - - - -  
" L O ~  directores, administradores, gerentes y demds personas 
que ejerzan funciones de direccidn o administracidn en las 
empresas o establecimientos, serdn considerados - - -  
representantes del patrdn y en tal concept0 lo obligan en ~ U S  
relaciones con 10s trabajadores". En consecuencia, en 
relacidn con esos asuntos, podrdn ejercitar las mencionadas 
facultades, o sea, comparecer en cardcter de administradores 
y, por 10 tanto, de representantes de la sociedad, en 10s 
t6rminos de 10s artlculos once, seiscientos noventa y dos, 

1 

I 

- 
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fraccidn segunda, setecientos ochenta y seis y ochocientos 
Setenta y seis de la Ley Federal del Trabajo, asi como 
comparecer a las audiencias de conciliacidn en que sea citada 
la sociedad por las Juntas de Conciliaci6n.y de Conciliacidn 
y Arbitraje, con todas las facultades.generale5 y aiin las 
especiales que conforme a la ley requieran de poder o 
clAusula especial.- TERCERA.- Los apoderados no podrh 
substituir este poder, otorgar otros, contratar crdditos o 
financiamientos ni suscribir tltulos de crGdito...n. - - - - -  
- -  - Y PARA ACREDITAR LA LEGAL EXISTENCIA'DE "TELEFONOS DE 
MEXICO", SOCIEDAD ANONIMA DE CAPITAL VARIABLE, Y LA 
PERSONALIDAD DEL SEhR LICENCIADO SERGIO RODRIGUEZ MOLLEDA, 
COMO APODERADO DE LA MISMA, EXPIDO LA PRESENTE CERTIFICACION 
SELLADA, FIRMADA POR MI Y C0TEJADA.- DOY FE. - - - - - - - - -  
Y m X  9 



EXHIBIT 1 
Synopsis of Stock Purchase Agreement 

And related Documents from SEC Form 13D/A 



O n  January 1 5 ,  2002 ,  t h e  In-Jestors  27.2 X.3 e- te r td  i n t o  t h e  Stock 
purchase Agreezent, a copy o f  which i s  a:tachei t .ert to as E x h i b i t  2 2 .  

I f  t h e  t ransac t ions  conte-?la:ed by :?.e Stock Purchase P.greesent 
are  consumated,  the EL Inves tors ,  wbiCh a r e  c?.!?: ccz-:.3n c o n t r o l  w i t h  t h e  
Reportin5 Persons, w i l l ,  f o l l 0 ~ i P . g  t h e  Res:rucrcri?.;, c o l l e c t i v e l y  become 
the benef ic ia l  o'r'i.t:s of 40.002 Of t h e  thtn-octs:a:.dii.q shares of  XO cornon 
s tock.  This w i l l  occur through t h e i r  p-rckase fro:: XO f o r  $400,000,000 i n  
cash of  t he  New Eorstmann L i t t l e  Shares .  The Class D Cox:.on Stock will be 
ident ica l  t o  t h e  Class  A Corzon Stock i n  a l l  respe::s other  t h a n  c e r t a i n  
spec ia l  vo t ing  r i g h t s  descr ibed nore f u l l y  belox ani i n  t he  Paended and 
~ e s t a t e d c e r t i f i c a t e  of iccorpora t ion .  Each s>.are of  Class  D Comnon s t o c k  
t o  be purchased by t he  F5 Inves tors  w i l l  a,J:czatica?ly conver t  i n t o  one 
share of Class  A C0:c.w. Stock cnder  c e r t z i n  c i rcurs rances  d e s c r i b e d  more 
f u l l y  below and i n  t he  ?--?ended and Restated C e r t i f i c a t e  of Incorpora t ion .  

The Stock PUrci.ase Agreement also provides t h a t  fo l lowing  t h e  
Restructur ing,  Telnex s h a l l  p r c h a s e  f r o a  S O  t he  Zi?X Telmeic Shares  f o r  
$400 ,000 ,000  i n  cash, which sSares  w i l l  represent  o r  be c o n v e r t i b l e  i n t o  
4O.OOi of  t h e  then-outstanding shares of XO c x x n  s tock .  Each s h a r e  of 
Class  C Cormon Stock w i l l  be c o n v e r t i b l e  i n t o  one share of Class A Cormon 
Stock under c e r t a i n  circm.sta:.cts descr ibed  m r e  felly below and i n  t h e  
hiended  and Restated C e r t i f i c a t e  of  Ir.corporztio?.. The Class  C Common s t o c k  
w i l l  be i d e n t i c a l  t o  t h e  Class  A Coxon  Stock i n  a l l  r e s p e c t s  o t h e r  than  
cer ta i r .  s p e c i a l  vot inq r i p S t s  r o r e  f u l l y  descr ibed beloii  and i n  t h e  Anended 
and Restated C e r t i f i c a t e  o f  Incorporat ion.  

Restructur ing.  The Stock Purchssc A;reer.e>.t provides  t h a t  i t  is a 
condition precedent  t o  the  o b l i p a t i o n s  o f  t h e  ir .vestors t o  consuimate t h e  
t ransac t ions  conterp lz ted  by tbt Stock Purchase A;rte:.ent t h a t  t h e  Company 
s b a l l  have e f f e c t e d  the  ?.estrc:iurinj, as dtsz: ibcd m:e c o n p l e t e l y  i n  t h e  
S:oc:: Pcrchase Aqreecent.  The S:OCk Purchase .:.;reerect also provides  t h a t  
tho ?.estructurin; ??is: r e s t i l t  i n  t h e  r.?u c a p i t a l i z a t i o n .  Under t h e  new 
caplta!ization, XO w i l l  hai*e n5  r o r e  than S1.C): ' c l ? l ion  i n  aggrega te  
in ie ' szedness  and a c a ? i t a ?  s t r u c t u r e  with t h e  f o l l o v i n ;  ou ts tanding  equi ty :  
t he  2:t.d Eorstmann L i t t l e  S h a r e s ,  t h e  E:?ir Tel:.e:< S+.ares ,  with  t h e  remaining 
203 of t he  Cor.pany's outstandir.; cor-T.o?. s tock  btir.; i-.eld by t h e  Company's 
r,a?.a;tzrnt and ott.?: equi ty  t1olders ,  which a r e  e:r;ecred t o  i n c l u d e  c u r r e n t  
holders of t h e  Co:.pany's outs tanding debt se: . ir i t ies .  The Stock Purchase 
Agrecr.ent f u r t h e r  provides tha: i t  is a co:.iirio?. precedent t o  t h e  
0Slipa:ions of t he  ir .vestors t o  C O ~ S U Z - T . ~ ~ ~  t?.? t r z ~ s r c t i o n s  contemplated by 
the Szock Purchase A3ree2.ent tP.3: t h e  Co:,?ai.y's c ' i r r t n t  bank c r e d i t  
facility o r  a re?lare-?c: back c r e d i t  f a c i l i t y  be ir, f o r a  and subs tance  
reasor.ably acceptable  t o  t?.? In: 'es t~:s .  T t e  ;t:c?n:a;t of t h e  outs tanding  
eq-ity s e c u r i t i e s  of tho Co?.?a:.y t o  be held  5;. t ibe ZL i n v e s t o r s ,  T e h e x  and 
ot?.?: equi ty  holders  i s  scbjec:  t o  adjcstcer.: based  07, t h e  terns and axount 
0: t?,e shares t o  bo p*irchased by and a?.:/ p:e?.rs of c ? t i o n s  nade t o  t h e  
e a n a - ; e ~ e n t  o f  tS.e Cor,pacy. ::3 s h a r e s  of  t he  Cc:.pany's e x i s t i n g  Class  B 
cor--.z~ Stock m y  bo 0utstar.d-n; as o f  t t e  Clcsir,;. 

The Cor.?any r.2.j e f f e c ?  t h e  ?.es:rccturir.; by coans of  an exchange 
of fe :  f o r  t h e  Co:.pa?.y's currei.z?y octsrer.dir.; p,;:S?ic debt  s e c u r i t i e s  and 
pre:e:red s tock ,  by co:-~.er.cir.c; a bankruptcy case  i n  a bankruptcy c o u r t  of 
co;rzt:ent j u r i s d i c i i o n ,  by s x . ?  cor.Sir.ztior. of  s'zck a c t i o n s  o r  by any o ther  
a c t 1 c . l ~  reasonably l i k e l y  t o  e f f e c t  t he  r,e'-' ca?i tz l i :a t ion which a re  
accep:able t o  each Investor  ir. i t s  reaso-able d i s c r e t i o n .  i f  a c a s e  i s  
cor-~.-?nced i n  bankruptcy cour t ,  t he  ordass  of t he  ba?.kruptcy c o u r t  must be 
f i n a l  a:,d non-appeallable an? reasonably acc?p:able t o  t h e  i n v e s t o r s  a s  a 
cocdi t ion precedpnt t o  the  Closing.  The Co.?.;a?.y cay c o i n i t  up t o  
5 2 0 0 , 0 3 0 , 0 0 0  i n  connection x i t h  t h e  P.estructcring. 

I f  a bankruptcy case  is corr.enced t o  e f f e c t  t h e  new 
c a p i t a l i z a t i o n ,  t he  Stock Purchase AgreeZen: Fro'iidts t h a t  t h e  Company 
s h a l l  use i t s  reasonable b?s t  e f f o r t s  t o  ensure t h a t  t h e  conf i rmat ion  order  
gra:,ted i n  connection t h e r e x i t h  s h a l l  release t h e  Ifi*,-estors and t h e i r  
respect ive a f f i l i a t e s  ar,d representa t ives  f ro-  ai..; l i t i g a t i o n  r e l a t e d  t o  
the  Corpany, i t s  business ,  i t s  governance, its s e c u r i t i e s  d i s c l o s u r e  
prac i ices ,  t h e  purchase of any of i t s  s e c u r i t i e s  a:d t h e  investment  and 
Restructur ing t ransac t ions  conteaplated by tt.? Stock Purchase Agreement. 

Representat ions and Warranties. T5.t Stock Purchase Agreement 
contains s e v e r a l  represec ta t ions  and warrant ies  of t he  Company t o  t h e  
ir:iestors. These representa t ions  and warra?.ties, r.ost of which a r e  made a t  
t k t  t i c e  o f  execution of t h e  a;reement a7.d a t  Closir.g, address ,  among o t h e r  
thir.;s, the  following matters :  ( i )  t h e  Co?.iany's c a p i t a l i z a t i o n ;  ( i i)  t h e  
cop.pany's f i l i n g s  with the  United S t a t e s  S e c u r i t i e s  and Exchange 

) t he  Cor.par.y's f i n a n c i a l  StateTtnts ;  ( i v )  t h e  absence of 
c e r t a i n  undisclosed naterial changes; ( ' i )  l i t i g a t i o n  r e l a t i n g  t o  t h e  
cor,pany, i t s  a s s 4 t s  and the  t ransact iof is  conter.??ated by t h e  Stock Purchase 
~g:eer,ent; ( v i )  the Coqafiy 's  network f a c i l i t i e s ;  ( v i i )  t h e  Company's 
regolatory c o q ~ l i a n c e ;  ( v i i i )  f ee  coimitcsnts ;  and ( i x )  s e v e r a l  o t h e r  
ratters r e l a t i n g  t o  the  Ccrr.;any's bus icess ,  operat ions and compliance with 
l a u s  and agreecents .  

closir .3 Co?.iitio:.s. Ti.? Stock P-rc>.as? >.;reenent provides  t h a t  
~ , - .-. . - 2  - _ ^ _ _  ,,-- ..*--. 



transactiox conter.3lated by the agreezent are subject to th? satisfaction 
o r  waiv?: by such party Of several conditions. These conditions include, 
without limitation, the following: (i) 'that the representations and 
warranties of the Conpany shall be true and correct as of the time each is 
Cad?; (ii) that the Company and the Investors have executed, filed OK 
adopted the Stockholders Agreement, a registration rights agreement 
substantially in the form attached hereto as Exhibit 24 (the "Registration 
Rights Agreenent") , the proposed Amended and Restated Certificate of 
Incorporation and the Restated Bylaus; (iii) that after giving effect to 
the issuance of the New Cormon Shares pursuant to the terms of the Stock 
?urchase Agreenent, the coxplete capital structure of the Company shall be 
the new capitalization effected by the Restructuring; (iv) the absence of 
litigation instituted against the Company or for which the Company would 
have obligations to indemify any person which would be reasonably likely 
to result in a material adverse effect on the business, operations, assets, 
financial condition, prospects, Or results of operations of the Company and 
its subsidiaries i.e. taken as a whole ( a  "Material Adverse Effect"); (v) 
that certain senior managerent positions at the Company shall be held 
either by the person who held such position on the date of the Stock 
Purchase Agreenent or another person acceptable to each Investor; (vi) that 
there shall n?t have occurred any event, circunstance, condition, fact, 
effect o r  other natter since the execution of the Stock Purchase Agreement 
which, individually or in the aggregate, has had or would reasonably be 
expected to have a Naterial Adverse Effect or a material ad-rerse effect 
upon the ability of the Cocany to perform any material obligation under 
the agrement or to consam7ate the transactions contemplated by the 
agreeztnt; (vii) that the Company and the Investors have obtained a l l  
aaterial regulatory approvals, including without limitation, the consent of 
the United States Federal Corrnunications Comission, and coapetition 
app:o*:aIs; and (viii) that any and all litigation pending or threatened 
agair.s-, t h e  Co-pany, the Investors Or their representatives or affiliates 
related to the Cor.pany, its business, its governance, its securities 
regu1ato:y disclosure practices, the purchase or sale of any of the 
C0rr.par.y'~ equity or debt securities, the investmen: or the Restructuring, 
s h a l l  have been resolved in a manner that is satisfactory to each Investor 
in its sole discretion (other than Ordinary Course Litigation (as defined 
therein) ) . 

Covena?.:~ . Th? Stock Purchase kgreement provides that during the 
inter:?. period between the execution of the Stock Purchase Agreement and 
t h e  Closing, the Coa7any will conduct its business in the o:dinary course 
and * d i l l  not take certain specified actions without the prior written 
coasent of the Investors, except as con:er.plated by the Stock Purchase 
Agreezent. Such prohibited actions include, without linitation: (i) the 
incurrence of additional indebtedness (subject to certain exceptions): (ii) 
cha?.;cs to any of the Cczpany's methods of accounting or accounting 
practices; (iii) t'r,s re;urchase or redcp:ion of the Con?any's equity 
securities (subject to certain exceptions); (iv) the issuance of additional 
equity securities (subject to certain exceptions); (v) the declaration of 
any dividends; (vi) th? redeaption or defeasance of any of the Company's 
ou:s:anding publicly-t:adcd debt securities or other indebtedness; (vii) 
the ar.?nd?ent of the Coz?any's certificate of incorporation or bylars; 
(viii) a n y  actions reasonably likely to result in the breach of any of the 
Corr.?any's representations and warranties made in the Stock Purchase 
Agreesent or the failure to satisfy any of the conditions precedent to 
Closing; (ix) actions adversely affecting the Company's insurance coverage: 
( x )  Gaterial increases in the compensation or benefits of the Company's 
ezployees (except for certain permitted payinents under certain bonus and 
retention bonus plans); and (xi) the sale, lease or other disposition any 
of tte Conpany's Raterial assets (subject to certain exceptions). 

The Stock Purchase Agreement provides that the Company must keep 
the Investors informed regarding the receipt of certain proposals or offers 
for significant transactions or the negotiations in connection therewith. 
The Stock Purchase Agreenent provides that the Company must cause each of 
its executive officers and directors, and use its reasonable best efforts 
to cause each holder of five percent or more of its comon stock, not to 
sell any of their equity securities for six months and one year, 
respectively, from the Closing. The Stock Purchase Agreenent also provides 
that the Conpany and the Investors will cooperate in several respects and 
use their reasonable best  efforts to satisfy the conditions precedent to 
the consuraation of the purchase of the New Forstmann Little Shares and the 
Nev Telmex Shares. 

 ne Stock Purchase Agreement further provides that the Company 



2nd t h e  I n v e s t o r s  w i l l  tise t h e i r  reaso?.ei!e b e s t  e f f o r t s  t o  r e v i s e  t h e  
e x i s t i n g  docunen ta t ion  and agreements,  i x l u d i n g  tke  Stock Purchase 
Agreezent  and t h e  e x h i b i t s  t h e r e t o :  ( i )  t o  t h e  ex ten t  necessa ry  t o  
consuxya te  t h e  t r a n s a c t i o n s  con tenp la t ed  by t h e  Stock Purchase Agreement if 
Telncx’s c u r r e n t  investment would b e  unl ikely t o  r e s u l t  i n  r e g u l a t o r y  
a?p rova l  o f  t h e  t r a n s a c t i o n ;  ( i l l  if e i t h r  Inves to r  s h a l l  have assumed t h e  
r i g h t s  o f  t h e  o t h e r  Inves to r  under t h e  S:ock Purchase Agreement; and ( 
t o  d e f i n e  t h e  r e l a t i v e  r i g h t s  and p re fe r tnces  of a to-be-deterf ined c l a s s  
of t h e  Company‘s comon  s t o c k  t h a t  cay  b? i s sued  t o  c e r t a i n  rr,erAers of  t h e  
m n a g e n e n t  o f  t h e  Company. 

Terminat ion.  The Stock Porchass Agreecent provides  t h a t  each 
I n v e s t o r  h a s  t h e  r i g h t  t o  t e r n i n a t e  the  agreesent  upon c e r t a i n  even t s ,  
i n c l u d i n g  wi thou t  l i m i t a t i o n :  ( i)  i f  t‘re p a r t i e s  a r e  unable t o  o b t a i n  t h e  
n e c e s s a r y  r e g u l a t o r y  consents  and o t h e r  a?provals by c e r t a i n  d t a d l i n e s ;  
( ii) if t h e  company has breached ar.y of i t s  r ep resen ta t ions  o r  w a r r a n t i e s  
and such b r e a c h  s h a l l  have a Mate r i a l  Ah-erse Effec t ;  (iii) i f  any f ac t ,  
c i rcuT.stance o r  o t h e r  n a t t e r  has  occurrad o r  e x i s t s  which would or would 
r easonab ly  b e  l i k e l y  t o  give r ise  t o  th?  f a i l u r e  of any of t h e  c o n d i t i o n s  
p r e c e d e n t  t o  t h e  o b l i g a t i o n s  of each  Ir.v?stor t o  consumate  t h e  
t r a n s a c t i o n s  contemplated by t h e  Stock ?urchase Aqreenent and such f a c t ,  
c i rcuT,stance o r  o t h e r  n a t t e r  canr.ot be cured wi th in  twenty days; ( i v )  if 
t h e  Com?any has  no t  taken c e r t a i n  a c t i o x  i n  t h e  bankruptcy c o x t  t o  have 
c e r t a i n  fees ,  expenses and p a p e n t s  ap?:oved by the  ba-kruptcy c o u r t ;  and 
( v )  if t h e  o t h e r  Inves to r  has t e r n i n a t e d  t h e  Stock ?-:chase Agroenent.  I n  
r . ~ s t  i n s t a n c e s ,  i f  e i t h e r  Inves to r  s h a l l  terminate  the  Stock Purchase 
Agreer.ent i n  accordance with i t s  r i g h t s  of termicat ion the reusde r ,  t h e  
non- t e rmina t ing  Inves to r  may assu7.e the r i g h t s  ar.d o b l i g a t i o n s  o f  t h e  
t e m i n a t i n g  I n v e s t o r .  

T h e  Stock Purchase Agreezent 9rovides t k i t  t h e  Company h a s  t h e  
r i g h t  t o  t e r m i n a t e  the  a g r e m e n t  ugon c e r t a i n  events ,  i nc lud ing  without  
l i m i t a t i o n :  ( i )  i f  the  board of  d i r e c t c - s  dee7.s i t  necessary t o  accep t  an 
a l t e r n a t i v e  proposal received by t h e  Cc=?any; ( i i )  i f  e i t h e r  I n v e s t o r  
t e r 7 , i n a t e s  t h e  agreezient ar.d t h e  non-:tr:.inatir.$ Investor  d o t s  no t   ass^^,? 

suck t e r m i n a t i n g  I n v e s t o r ’ s  r i g h t s  and ob l iga t ions  cnder t h e  Stock Porchass 
Agreeaent ;  ( i i i )  i f  t he  Closing s h a l l  r.2: have o c i u r r e - l  by c e r t a i n  
d e a d l i n e s ;  ( i v )  i f  e i t h e r  Inves to r  has breached any 05 i t s  rep:esentations 
o r  w a r r a n t i e s  i n  any m t e r i a l  respcc:; 2-d (v )  i f  any f a c t ,  c i r c u m t a n c e  0: 
o t h e r  matte:  has  occurred o r  e x i s t s  w!.ich. would o r  would reasonably be 
l i k e l y  t o  g i v e  r i s e  t o  t h e  f a i l u r e  of a7.y of tt.e cond i t ions  p receden t  t o  
t h e  o b l i g a t i o n s  o f  t he  Conpany t o  c o n s r z a t e  t h e  t r a n s a c t i o n s  conter.p?ated 
by t h e  Stock  Purchase kpree2,ent sT2c?. f a c t ,  circu?.stance o r  o t h e r  r a t t e r  
canr.3: be cu red  wi th in  twenty days .  

Break-Up P a p t n t .  If  t h e  Coz?3:;y prop3ses t o  t e rmiwte  t h e  Stock 
Purchase Agreement t o  acce?: an a l t e rnzz ive  p r o p o s a l  r ece ived  by t h e  
Cor.?any, each  Inves to r  w i l l  be er.tit1.i t o  recei,;? a break-u? payzen: f ro-  
the Conpany equa l  t o  one percen t  of th. i n? l i ed ,  pre-roney e n t e r p r i s e  va l ce  
of  t h e  Company, which shall be de:e:r.ir.?d usinq a x o u n t i n g  ccl.hods and 
p r i n c i p l e s  and v a l u a t i o n  ae:hodology se: f o r t h  i n  a schedule  t o  t h e  Stock 
Purchase Agreement. 

Expense Reirbursezent .  The Stcck Purckase Aqreement provides  t h a t  
t h e  Company w i l l  r e ipbur se  the  Investors  f o r  t h e i r  reasonable ,  
out-of-pocket ,  docunented c o s t s  and exsenses incu-red i n  c o m e c t i o n  with 
t h e  S tock  Purchase Agreement and the  t:ansactions con tenp la t ed  the reby  up 
t o  $14,000,000.  Any and a l l  expenses (ir.cluding, without l i n i t a t i o n ,  l e g a l  
f e e s )  i n c u r r e d  by t h e  Inves to r s  i n  enforcing any p rov i s ion  of t h e  Stock 
Purchase Agreement or  any o t h e r  t ransa- t ion docc.ent  conte;r.?lated thereby 
s h a l l  n o t  be s u b j e c t  t o  such n.azirm. reiT3ursecent azount.  

As desc r ibed  above, t h e  o b l i g i t i o n  of ezch I n v e s t o r  t o  complete 
t h e  t r a n s a c t i o n s  con te sp la t ed  by tb.e S:Xk Purchase Agreeme7.t are s u b j e c t  
t o  t h e  s a t i s f a c t i o n  0: waiver by such Investor ,  a t  or p r i o r  t o  t h e  Closing,  
of a nurber of cond i t ions  including,  without l i x i t a t i o n ,  t h e  execu t ion  and 
d e l i v e r y  by t h e  Company and each  of ti.? Inves to r s  of t h e  Stockholders  
Agreenent,  t h e  f i l i n g  by the Company with t h e  Sec re t a ry  o f  S t a t e  of t h e  
S t a t e  o f  Delavare of t h e  Paended and P.cstated C e r t i f i c a t e  of Inco rpora t ion ,  
and t h e  adop t ion  by t h e  board of d i r ecza r s  O f  t he  Cor.pany of t h e  Res t a t ed  
Bylaws.  

Stockholders  Agreenent, P.esti?:ed Bylaws and 
&Tended and Restated C e r t i f i c a t e  O f  Incorporat ion 



E1ec:ion of Dira:iors. The S t o c k h o l d e r s  Agreemnt ,  a form o f  
v>.ich i s  a t t a c h e d  h e r e t o  as E x h i b i t  23, and t,he P.estated Bylaws, a form of  
which i s  a t t a c h e d  h e r e t o  2.5 E x h i b i t  26, p r o v i d e  t h a t ,  fo l lowing  t h e  c l o s i n g  
and p r i o r  t o  t h e  Board R e 2 r c s e n t a t i o n  Date  ( d e f i n e d  below),  t h e  nurrber of  
d i r e c t o r s  on t h e  board 0: d i r e c t o r s  of  t h e  Cor.pany s h a l l  be f i x e d  a t  twelve  
and, a: 2nd a f t e r  t h e  Eoa:d ? \ t ? r e s e n t a t i o n  Date ,  t h e  board of d i r e c t o r s  nay  
be expanded t o  i n c l u d e  seck. i!J:her of  d i r e c t o r s  as a r e  r e q u i r e d  by any 
s t o c k  exchange o r  q u o t a t i 0 2  s y s t e n  on which t h e  Company's cor4i.on s t o c k  i s  
qaa ted  o r  l i s t e d .  The StOckk.Oldtrs A g r e m e n t  con:emglates t h a t  t h e  i n i t i a l  
board of  d i r e c t o r s  w i l l  ir.clcde t h o s e  d e s i g n a e s  appoin ted  0: nominated by 
t h e  I n v e s t o r s  as  d e s c r i b e d  be lo i i ,  t h e  Chief  Execut ive  O f f i c e r  o f  t h e  
conpany and such nu.5er of o t h e r  independent  d i r e c t o r s  as s h a l l  be r e q u i r e d  
by any s t o c k  exchange o r  q2o:ation s y s t e n  on which t h e  Co:.pany's c o m o n  
s t o c k  i s  quoted o r  l i s t e d  a?.d which independent  d i r e c t o r s  s h a l l  be approved 
by each of t h e  I n v e s t o r s .  The t e r n  "aoard  R e p r e s e n t a t i o n  Date" means t h e  
e a r l i e r  o f :  ( i )  t h e  f i r s c  d a t e  on which t h e  board of d i r e c t o r s  h a s  r e c e i v e d  
w r i t t e n  n o t i c e  from Telmex t h a t  Telnex d e s i r e s  t o  d e s i g n a t e  d i r e c t o r s  t o  
the board p u r s c a n t  t o  t h a  S i o c k h o l d t r s  Agreer.ent, and Telmex h a s  d e t e r m i n e d  
i n  good f a i t h ,  a f t e r  c o n s c l i a i i o n  w i t h  i t s  l e g a l  counse l ,  which c o u n s e l  
s h a l l  be an 0 " t s i d e  l a y  f i r -  o f  n a t i o n a l  repu:ation, t h a t  one o r  more 
d i r e c t o r s ,  o f f i c e r s  o r  er.ployees Of T e l e e x  o r  a s u b s i d i a r y  of Telrr.ex can  
becont  d i r e c t o r s  wi thout  v i o l a t i n g  S e c t i o n  8 of  t h e  Clayton A n t i t r u s t  A c t  
of 1 9 1 4 ,  as azended;  and ( i i)  t h e  f i r s t  d a t e  upon which any d i r e c t o r ,  
o f f i c e r  o r  e:.ployee of Te1r.ix o r  a s u b s i d i a r y  of Telmex i s  e l e c t e d  o r  
appointed a s  a d i r e c t o r  of tk.5 Coii.pa?.y. 

Ti.? Siockt . s lds rs  Xqretrr.en: and R e s t a t e d  Bylaws provide  t h a t ,  
fo l lowing  t h t  Clos ing  and p r i o r  t o  t h e  Bsard Representa t ion  Date, s o  l o n g  
as t h e  PL 1r .vestors  b e n e f i c i a l l y  own s h a r e s  of Coxgany c o x o n  s t o c k  
r e p r e s e n t i n g  a t  l e a s t  10; of  the  o u t s t a n d i n g  s h a r e s  of Cor.pany coimon 
s t o c k ,  t h e  P i  I n v e s t o r s  s?.all have t h e  r i g h t  t o  appoin t  o r  nominate t o  t h e  
board of d i r e c i o r s  of t h e  Cc-pany t h e  n m 3 e r  of d i r e c t o r s  equal  t o  t h e  sun 
of  ( A )  ( i )  a f r a c t i o n  i n  *~?.ic>. t h e  n u n ~ r d i o r  i s  t h e  t o t a l  nuxber of 
octs ta? .ding s h a r e s  of Cor.;any corrnon s t o c k  b e n e f i c i a l l y  ovned by t h e  FL 
In:vesiors, a7.d t h e  dtnor.ica:or i s  t h e  t o t a l  richer of shares of Company 
c o n o r .  s t o c k  OutStai.ding, r . c l r - i p l i e d  by ( i i )  t h e  t o t a l  nk-ber of  d i r e c t o r s  
on t h e  board of d i r e c t o z s ,  r o x d e d  up t o  t h e  r.aares: whole nurrbtr, p l u s  (B)  
( i )  a f r a c t i o n  i n  w?.icn t h e  r .*c .e ra tor  i s  t h e  t o t a l  nwAer of o u t s t a n d i n g  
s h a r e s  O F  Cc:.par.y corzon szoc.? b e n e f i c i a l l y  oxzed by Telre:?, and t h e  
dezosina:~:  i s  t h e  t o t a l  r . s 3 e r  of s h a r e s  of Cocpany coraon s t o c k  
osts:a:,ding r : i l t i p ? i e d  b y  ( i i )  t h e  t o t a l  nuTAer of  d i r e c t o r s  on t h e  bozrd  
o f  d i r e c i o r s ,  rounded up to t h e  n e a r e s t  whole r.mAer. S o t v i t h s t a n d i n g  t h e  
f o reqo i -g ,  t'r.5 S t o c k t o l c c r s  ;..;ree?.er.t p r o v i d e s  t h a t  t 're Fi I n v e s t o r s  s h a l l ,  
in connect ion w i i h  s ~ c h  a22o:ntment o r  nonica:ion, inc lude  arong i t s  
a?poin tees  o r  i.D,-inees, i f  s o  r e q u e s t e d  by  Telaex by w r i t t e n  n o t i f i c a t i o n ,  
u? t o  t :?at  r.'L:3er, rcande? cp t o  t h e  n e x t  w t o l e  nwAer,  of i n d i v i d u a l s  
r.oninated by 7 e l r . e ~  ( t h e  " 7 e l r . e ~  Independent  Designees") , who a r e  
indepeikent  o f ,  and r.oi a f f i l i a t e d  % i t h ,  e i t h e r  T e l r e x  o r  t h e  Company, 
equal  t o  t h z  product  of (i) the  t o t a l  n w b e r  of d i r e c t o r s  on t h e  board  
m l t i p l i e d  by ( i i )  a frazcio:. i n  which t h e  n u z e r a t o r  is the  t o t a l  n w b e r  of 
O G Z S  t anding  s h a r e s  of Cor.;a?.y coraon  s t o c k  b e n e f i c i a l l y  o w e d  by Telmex, 
a7.d t h e  d e a o z i n a f o r  i s  t t t  t o t a l  n u r b e r  of s h a r e s  of Cor?any c o m o n  s t o c k  
outs tanding;  provided  tha: t t e  t o t a l  n w b e r  o f  Telmtx Independent Designees 
c a y  a t  no tic? exceed t h e  r.tc3er of d i r e c t o r s  on t h e  board of d i r e c t o r s  
appointed o r  nonina ted  by t h e  PL I n v e s t o r s  (exc luding  Telnex Indcpendent  
Des ignees) .  A t  t h e  Board R e p r e s e n t a t i o n  Date, t h e  Telnex Independent  
Designees s:-..all r e s i g n  f r o x  t h e  b o a r d  of d i r e c t o r s  and s h a l l  b e  r e p l a c e d  by 
d i r e c t o r s  nonina ted  o r  as;oir.ted by Telnex  pursuant  t o  the  f o l l o w i n g  
parzgjraph. 

r .  ir.5 S tockholders A;reement and Res ta ted  B,ylasis p r o v i d e  t h a t  a t  
and a f t e r  t h e  Board E e p r e s e z t a t i o n  Date, s o  long as  an I n v e s t o r  
b a n e f i c i a l l y  o'dn shares o f  Cozpany cornon s t o c k  r e p r e s e n t i n g  a t  l e a s t  103 
of t h e  o u t s t a n d i n g  s h a r e s  of Company comnon s t o c k ,  such I n v e s t o r  s h a l l  have 
t h e  r i g s t  t o  a p p o i n t  o r  r.o:.inate t o  t h e  board of d i r e c t o r s  such  n u r h e r  of 
d i r e c t o r s ,  rounded up t o  th.? nex t  whole nu.&er, equal  t o  t h e  product  o f  ( i )  
a f r a c t i o n  i n  which t h e  r . ~ z e r a t o r  i s  t h e  t o t a l  nwber  of o u t s t a n d i n g  s h a r e s  
o f  Conpany cor.:.on s t o c k  o;~ed by s u c h  I n v e s t o r ,  and the  denominator  i s  t h e  
t o t a l  ncrher  of s h a r e s  of C o r p n y  cornon s t o c k  outs tanding ,  m u l t i p l i e d  by 
( i i)  t h e  t o r a l  nayher of d i r e c t o r s  on t h e  board of d i r e c t o r s .  The 
S tockholders  Agreement f u r t h e r  p r o v i d e s  t h a t ,  bo th  before  and a f t e r  t h e  
Board Bepresenta t ion  Date, ti... FL I n v e s t o r s  and Telcez  w i l l  v o t e  t h e i r  
r e s p e c t i v e  shares of Cox?any common s t o c k  f o r  t h e  e l e c t i o n  of  t h e  nominees 



c f  :he oth?: I n v e s t o r  t o  th.? board o f  d i r e c t o r s  of t h e  Conpany. 

Quorum ?.equire-ents. The S iockholders  Agreement and t h e  Amended 
ar,d P.estated C e r t i f i c a t e  of  I n c o r p o r a t i o n  f u r t h e r  p r o v i d e  t h a t ,  d u r i n g  s u c h  
ti;r.e as t h e  FL I n v e s t o r s  b e n e f i c i a l l y  0 x 1  s h a r e s  of Company cornon s t o c k  
r e p r e s e n t i n g  a t  l e a s t  10% of t h e  Outs tanding  s h a r e s  of Company common 
s t o c k ,  t h e  board  of d i r e c t o r s  nay not  t a k e  any a c t i o n  u n l e s s  a quorun  
c o n s i s t i n g  of a t  l e a s t  one des ignee  of t h e  F L  I n v e s t o r s  i s  p r e s e n t ,  and 
d-r ing such  t ime as Tels.?:: b e n e f i c i a l l y  owns s h a r e s  of Company cormon s t o c k  
r e a r e s e n t i n g  a: l e a s t  103 of  t h e  o s t s t a n d i n g  s h a r e s  of Company common 
s t o z k ,  t h e  board  of d i r e c t o r s  nay n o t  t a k e  any a c t i o n  u n l e s s  a quorum 
co?.s is t ing of a t  least one T t l m i x  des ignee  (which, p r i o r  t o  t h e  Board 
o e p r e s e n t a t i o n  Date, s h a l l  be a Telmex Independen: Designee,  t o  t h e  e x t e n t  
a Telrr.ex Independent  Designee h a s  been d e s i g n a t e d  p u r s u a n t  t o  t h e  
S iockholders  Agreement) i s  p r e s e n t .  

Non-Voting Observer and C o n s u l t a t i o n  PAghts. I n  a d d i t i o n  t o  i t s  
r i g h t  t o  d e s i g n a t e  directo:s (or p r i o r  t o  t h e  Board R e p r e s e n t a t i o n  Date ,  
i e l z e s  Independent  Designees) t o  t h e  board of  d i r e c t o r s  of t h e  Company, t h e  
Srockholders  Agreement provides  t h a t ,  p r i o r  t o  t h e  Board R e p r e s e n t a t i o n  
Date and s o  long as Telmex b e n e f i c i a l l y  owns s h a r e s  of Company common s t o c k  
r e p r e s e n t i n g  10: o r  nore of  t h e  o u t s t a n d i n g  s h a r e s  o f  Company common s t o c k ,  
' ;e?cex s h a l l  have t h e  r i g h t  t o  d e s i g n a t e  up t o  two non-vot ing o b s e r v e r s  t o  
ti..? board of  d i r e c t o r s  which o b s e r v e r s  s h a l l  have a c c e s s  t o  c e r t a i n  
i n f o r r . a t i o n  concern ing  t t t  b < s i n e s s  and  o p e r a t i o n s  of t h e  Company and s h a l l  
St e n t i t l e d  t o  a t t e n d  a l l  regular  and s p e c i a l  meet ings of t h e  b o a r d  of 
d i r e c t o r s ,  and any meeting o f  any c o r m i t t e e  t h e r e o f ,  b u t  s h a l l  n o t  have  any  
r i g h i  t o  v o t e  a t  such r.e?:ings. Moreover, p r i o r  t o  t h e  Board R e p r e s e n t a t i o n  
Da:e, t h e  F L  I n v e s t o r s  sh.11 c o n s u l t  wi th  r e a r e s e n t a t i v e s  of Telmex a t  
l e a s t  r;.on:hly and, t o  t h e  e x t e n t  c o n s i s t e n t  wi th  a p p l i c a b l e  law, s h a l l  
s h a r e  i n f o r n a t i o n  wi th  Te!:.e:z regard ing  t h e  b u s i n e s s ,  f i n a n c e s  and 
p r o s p e c t s  of t h e  Cor-pany. 

ConTi t tees .  The Scockholders  P.g:eenent and t h e  P.estated Bylaws 
p:o*iide t h a t ,  s u b j e c t  t o  c e r t a i n  c o n d i i i o n s  and e x c e p t i o n s ,  s o  l o n g  as an 
I n v e s t o r  b e n e f i c i a l l y  owns s h a r e s  of Co:$pany c o m o n  s t o c k  r e p r e s e n t i n g  a t  
l e a s t  1011 of t h e  octs tandir . ;  s h a r e s  o f  Corngany cornon s t o c k ,  each  I n v e s t o r  
s h a l l  have :he righ: t o  h..;e a t  l e a s t  one of i t s  d i r e c t o r  d e s i g n e e s  (which, 
i n  t h e  c a s e  of Telrrex, p r i o r  t o  t h e  8oa-d R e p r e s e n t a t i o n  Date, s h a l l  b e  a 
iel:.ex Independent  Desigzet ,  io t h e  e x t e n t  a Te lcex  Independent  Designee 
i-.as been d e s i g n a t e d  pu:soar.: t o  t h e  S tockholders  Agreement) s i t  on each  
coz-yi t tee  o f  t h e  boa:d of d i r e c t o r s .  The S tockholders  Agreement and  t h e  
.:-:.ended arid PES t a t e d  C e r : i f i c a t e  of I n c o r p o r a t i o n  f u r t h e r  p r o v i d e  f o r  t h e  
c r e a i i o n  of a five-cerrLe: execut ive  c c x i t t e e  ( t h e  "Execut ive  Corrn i t tee")  , . -.,-cb. *L i s h a l l  i n c l u d e  t h e  C t i e :  Execut ive O f f i c e r  o f  t h e  Company. P r i o r  t o  
t h e  Board ?.ep:esentation Cs_te, t h e  FL I n v e s t o r s  s h a l l  have the  r i g h t  t o  
k.a.:e ( i )  t i , ree  o f  t h e i r  d r r e c t o r  des igaoes  on t h e  Execut ive  Cornni t tee  s o  
1933 a s  t h e  F i  I n v e s t o r s  b e n e f i c i a l l y  o m  s h a r e s  of Company c o m o n  s t o c k  
I e p r e s e n t i n g  1 5 %  o r  co:e cf t h e  o u t s t a c d i n g  s h a r e s  of  Company cormon s t o c k  
a7.d ( i i )  tw9 o f  t h e i r  d i :ez ior  des ignees  on t h e  Execut ive C o r m i t t e e  s o  l o n g  
as t h e  fL 1r:Jestors b e r . e f i c i a l l y  0 x 1  s h a r e s  of Comgany cormon s t o c k  
r e p r e s e n t i n g  a t  l e a s t  10i of t h e  o u t s t a n d i n g  s h a r e s  of Company comn.on s t o c k  

io t h e  Board P.epresenta:ion Date, Te1r.w s h a l l  have t h e  r i g h t  t o  have  one 
i e l n e x  Independent  Designee on  t h e  Execut ive C o s a i t t e e  s o  l o n g  as Telmex 
t e n e f i c i a l l y  oiins s h a r e s  o f  Company Cox.on s t o c k  r e p r e s e n t i n g  a t  l e a s t  10% 
of  t h e  o u t s t a n d i n g  s h a r e s  of Company cor.xon s t o c k .  A f t e r  t h e  Board 
Bepresenta t ion  Date, each I n v e s t o r  s h a l l  have t h e  r i g h t  t o  have  (i) two of  
i t s  d i r e c t o r  des ignees  on  t h e  Execut ive Cormi t tee  so  long as s u c h  I n v e s t o r  
b e n e f i c i a l l y  owns s h a r e s  o f  Company cornon s t o c k  r e p r e s e n t i n g  1 5 %  or more 
0: t h e  o u t s t a n d i n g  shares  of Conaeny comon  s t o c k  o r  ( i i)  one of  i t s  
d i r e c t o r  des ignees  on the  Execut ive C o m i t t e e  s o  long a s  s u c h  I n v e s t o r  owns 
s h a r e s  of Conpany corr.on s tock  r e p r e s e n t i n g  a t  1eas.t 10% of  t h e  o u t s t a n d i n g  
shares o f  Company comon  s t o c k  b u t  l e s s  than  15% o f  t h e  o u t s t a n d i n g  s h a r e s  
o f  Coopany c o w o n  s t o c k .  The Stockholders  Agreenent c o n t e m p l a t e s  t h a t  t h e  
i n i t i a l  Execut ive  Coimit tee  will c o n s i s t  of t h e  Chief  Execut ive  O f f i c e r  of 
t h e  Company, t h r e e  des igzees  o f  t h e  F L  I n v e s t o r s  and one Telmex Independent  
Cesignee. 

b." - &  l e s s  than  1 5 3  of t h e  c a t s t a n d i n g  s h a r e s  of Company cornon s t o c k .  P r i o r  

The S tockholders  Agreement and Pmended and R e s t a t e d  C e r t i f i c a t e  
o f  I n c o r p o r a t i o n  provide t h a t  t h e  Company s h a l l  n o t ,  w i t h o u t  t h e  a p p r o v a l  
o f  ( x )  p r i o r  t o  t h e  Board Representa t ion  Date, a t  l e a s t  t h r e e - f i f t h s  of t h e  
ce.?jers of t h e  Execut ive C o m i t t e e ,  o r  (y) a t  and a f t e r  t h e  Board 
? , ? p r e s e n t a t i o n  Date, a t  l e a s t  two- th i rds  of t h e  retnbers o f  t h e  E x e c u t i v e  
Coz7, i t tee:  ( i )  adopt  a ceif bus iness  p l a n ,  m a t e r i a l l y  modify t h e  b u s i n e s s  



plan or take any action that would constitote a mterial deviation fron the 
b-siness plan; (ii) aaprove or reco:-?.snd a r-erger (other than a merger of a 
wholly-owned subsidiary of the Conpany with and into the Conpany), 
consolidation, reorganization O r  reCapitaliZatiOn of the Company or any 
sale of all or a substantial portion Of the 2ssets of the Company and its 
subsidiaries, taken as a whole (a "Major Event"); ( 
purchase, merger or otherwise, in one transaction or a series of related 
transactions, any equity or other ownership interest in, or assets o f ,  any 
person in exchange f o r  consideration with a fair narket value greater than 
$100 nillion; (iv) with certain limited exceptions, authorize for issuance 
or issue any equity securities or equity derivative securities in one 
transaction or a series of related transactions uith a fair market value at 
the time of issuance in excess Of $100  million; (v) purchase, redeem, 
prepay, acquire or retire for value any shares of its capital stock or 
securities exercisable f o r  o r  convertible into shares of its capital stock 
other than as required under the terns of such capital stock'or securities; 
( v i )  drclare, incur any liability to declare, or pay any dividends, or make 
any distributions in respect of, any shares of its capital stock other than 
as required under the terms of such capital stock; (vii) redeem, retire, 
defease, offer to purchase or change any mterial tern, condition or 
covenant in respect of outstanding long-tern indebtedness other than as 
required under the terms of such indebtedaess; (viiil uith certain limited 
exceptions, incur indebtedness in one transxtion or a series of related 
transactions in excess of $100 cillion in aggregate p:incipal aaount; (ix) 
make any material change in its accounting principles or practices (other 
than as required by G M P  or recorzended by the Cozpany's outside auditors), 
or rezovs the Comaany's outside auditors or appoint nev auditors; or ( x )  
a?point, or terminate or modify the terns of the eaploynent of, any menher 
of the Conpany's senior managesent as describsd in the Stockholders 
Agreeztnt, and any of their successors 0: replacenents, and any other 
persons of a similar level of authority and responsibility in the 
organizational structure who are appointed af:er the date of the 
Stockholders Agreezent. 

Notwithstanding the foregoing, the Stockholdtrs Agreement and 
P,r.ended and Restated Certificate of Incorporation further provide that if 
any of such significant corporate actions are proposed but not approved by 
thP Executive Comittee by the requisite three-fifths majority (or, at and 
after the Board Eepresentation Date, the requisite two-thirds majority) of 
the Executive Cornittee, then the Investor desigxes on the Executive 
Coraittee shall attenpt in good faith to resolve any objections any such 
Investor designee nay have to the proposal and, if the Investor designees 
on the Executive Comittee are unable to resolve in good faith the 
disagreenont within 30 days after the Executive Com.ittee meeting at which 
the catter was not approwd, any ne.?ber of the E.xecutive Cornittee shall be 
entitled to presen: such issue to the bo.:d of  directors xhere the issue 
m3y b? adopted o r  rejected by a aajority vote of the board of directors. 

Veto P.ights. The Stockholders k;:eemnt and P-xnded and Restated 
Certificate of Incorporation also provide that SO l o n g  as (i) an Investor 
o m s  shares o f  C l a s s  A C o m o n  Stock representing at least 2 0 3  of the 
outstanding Company c o m o n  stock and (ii) no Plajor Event nor any 
acquisition by any "person" or any "grou?" of persons (as such terms are 
used for purposes of Rules 13d-1 and 13d-5 under the Securities Exchange 
Act of 1934) of  ore than 50% of the total nurrber of outstanding shares of 
Coc?any cormon stock shall have occurred, the approval of at least one 
director designee of such Investor shall be required before the Company may 
take any of the following actions: (i) amnd, alter or repeal its 
certificate of incorporation or  bylaws, or  any part thereof, or amend, 
alter or repeal any constituent instruments of aay the Company subsidiary, 
o r  any part thereof; (ii) enter into any transaction uith any affiliate 
(other than a wholly owned subsidiary of the Con?any), officer, director or 
stockholder of the Cocpany, except for cozpensation ,and benefits paid to 
directors and officers in the ordinary course of business and other than 
those entered into concurrently with or prior to the Closing; (iii) file 
any voluntary petition f o r  bankruptcy or for receivership (including a 
voluntary petition for the liquidation, dissolution or winding up of the 
Cor,?any or any of its subsidiaries other than a liquidation of a subsidiary 
in which all the assets of'the liquidating subsidiary are diStributed to 
the Corr.pany or another subsidiary of the Company) or make any assignment 
f o r  the benefit of creditors; (iv) adopt any stockholder rights plan or  
othcr anti-takeover provisions in any docwent or instrument; or (v) issue 
or agree to issoe any Company preferred stock. 

Voting Rights. I n  addition to the corporate governance rights of 



the 1r::estors arising O ' J i  of thir participatio? on ths board of directors 
of the Company or  on the Esc.:u:ive Co:-:.-i:tee dtscribed above, the L?.ended 
and Restated Certifica:e of Iniorporation also provides that the Investors 
shall have certain additional governance rights through their ownership of 
Class C Com.on Stock and Class D Co::.on Stock. 

Pursuant to the A?.tnded and Restated Certificate of 
Incorporation, at any tine a: which there renain 0uts:anding any shares 0: 
Class C Cormon Stock or Class D C0mz.m S:ock, the affirmative vote of the 
holders of a majority of the outstanding shares of Class c Comon Stock, 
voting as a separate class, and the affirmative vote of the holdsrs of a 
majority of the outstandicp shares of Ciass D Comon Stock, voting as a 
separate class, shall be required before the Conpany may consumate a Majoz 
Event. In addition, if, at any time prior to the Board Representation Date 
there are any outstanding shares of Class C Coxon Stock, the affirmative 
vote of the holders of a majority of the outstanding shares of Class c 
Cornon Stock, voting as a separate class, shall be required before the 
Company may (i) acquire, by purchase, oerger  o r  otherwise, in one 
transaction or a series of related transactions, any equity or other 
ownership interest in, or assets of, any person in exchange for 
consideration with a fair nark?t value greater than 2 0 %  of the Company's 
consolidated net assets deternined in accordance with G U P ;  (ii) with 
certain limited exceptions, authorize f o r  issuance o r  issue any equity 
securities or equity derivative securities in one transaction or a series 
of related transactions with a fair ma:ke: value at the time of issuance in 
excess of $100 million; (iii) with certain limited exceptions, incur 
indebtedness in one transaction or a series of related transactions in 
excess of S l O O  million in aggregate principal azount; (iv) amend the 
Company's certificate of incorporation or bylaus;  or (iv) issue o r  agree t o  
issue any Company preferred s:ock. 

Standstill Provisioas. The Stockholders Aqreetent provides that, 
excep: for certain licited exceptions, ezch Investor agrees that, so long 
as the other 1nves:or beneficially owns shares of Co?,?any cornon stock 
representing 2 0 %  o r  nore of t he  outstaniing shares of the Conpang cox,o?. 
stock, it s h a l l  not, and *.ill c a s e  each of its affiliates not to, eiti.er 
alone o r  as part of a "prou?" ( a s  such c e r a  is used in Section 13d-5 of ths 
Securities Exchange Ac: of 19341, and snch Investor will cot, and will 
cause each of its affiliates not to, ad.iise, assist o r  encourage others to, 
directly or  indirectly, witho2: the pricr written consent of the other 
Investor: (i) acquire, or off?: o r  agree to acquire, or become the 
beneficial ouner of o r  obtain rights in respect of ar.y shares of Compar,y 
comon stock, o:her equity socurities cf the Conpany 0: other securities 
convertible or exchangeable iR:o eqzity securities of the Conpa?.y; (ii) 
solicit proxies o r  cotsents c: beco7.e c "participant" in a "solicitation" 
(as  such terns are dcfir.ad or used in P.eg,Jlation 1 4 A  under the Securities 
Exchanpe Act of 1934) of proxies or cozsents with res?ect to any voting 
securities of the Cor.par.y o r  initiate o r  becone a par:icipant in any 
stockholder proposal or "e1e:tion contest" with respec: to the Company or 
induce others to initia:e tht sane,  o r  o:herwise seek to advise or 
influence any person with rsspect to t're voting of a?.y voting securities of 
the Company in connection wi:S the e1ec:ion of directors or with respect to 
an a:.endT.ent to tte Co-pany's certifica:e of incorporation or bylaws that 
would increase or decrease the n d e r  of directors on the board of 

) form., encourage or participate in a "person" within the 
meaning of Section 13(d)(3) of the Secu:ities Exchange Act of 1934 for the 
purpose of taking any actions described in this paragraph; (iv) initiate 
any stockholder proposals for submission to a vote of stockholders, with 
respect to the Conpany; or ( v )  offer, seek, or p:opose to enter into any 
nerger, acquisition, tender offer, sale transaction involving a substantial. 
portion of the Conpany's assets or othsr business corXnation involving the 
Company. 

Transfer Restrictions. In addition to the'foregoing provisions, 
the Stockholders Agreenent contains certain restrictions on the sale or 
transfer, by the Investors and their pernitted transferees, of Company 
cormon stock. Generally, except for certain limited exceptions o r  with the 
prior written approval of the other Investor, no Investor may, prior to the 
fourth anniversary of the Closing, directly or indirectly, sell, assign, 
transfer or otherwise dispose of, by nerger, consolidation or otherwise 
(including by operation of l a v ) ,  or pledge o r  otherwise encurher, any the 
Company common stock acquired by such Invester pursuant to the Stock 
Purchase Agreement and ar.y securities issued or issuable with respect to 
such shares of  corrmon stock by way of a stock split, stock dividend or 
stock corbination, or any shares of coxon stock issued in connection uith 

i 
i 



a rt:z;i:zlization, i?.s:~t:, corsolidation o r  oihe: reorganization. 

Preemptive Wighis. The Stockholders Agreesent provides that, 
exceat f s r  certain exclcdtd issuances, the Conpany shall noi issue, or 
a g r e e  :c issue: (i) any equity securities of the Company or any of its 
scbsiciarie; (iil any o?:ions, warrants or other rights to subscribe for, 
purct,ase o r  otherwise azquire any equity securities of the Conpany or any 
of its s-Ssidiaries; or (iii) any other securities of the Conpany o r  any of 
its sc55idiaries that are convertible into or exchangeable f o r  any equity 

tk.2 ccz.tc7.y shall have first offered to each Investor the opportunity to 
pc::>.sss its pro rata percentage of any such issuance. The nurrber of 
securi:ies (or principal amount of debt securities) to b? offered to each 
fnvesfz: in connection with the exercise of its preemptive rights shall be 
17. LT.:.:.~"': equal to the product of (i) the total nuiiber of securities ( o r  
total grincipal amount of debt securities) to be issued i n  the issuance 
r.ultia:isd by (ii) a fraction in which the nuyorator is the number of 
shares  of Conpany comon stock beneficially owned by such Investor and the 
denaA:.rtor is the aggregate nurber of shares of Company comon stock 
beneficially owned by all Investors exercising preemptive rights, in each 
case iziy.-ediately prior to such issuance. So long as there remain 
oz:sia~.5ing any shares of Class C Cornon Stock, and subject to certain 
li:ita:io?,s, Telnex shall have the right to parchase shares of Class C 
COXX Stock in the exercise of its preemptive rights and the FL Investors 
s h a l l  k,ve the right to purchase shares of Class D Cornon Stock in the 
e x e r c i s e  of its pre-ezpiive rights. 

ss-.*"< - - - - - - * -s  - i s of the Compa-y or  any of its subsidiaries unless, in each case, 

Right of First Refusal. The Stockholders Agreecent further 
pro-~iies that, fro3 and afcer  the fourth anniversary of the Closing, if tht 
Co:.?a:,y receives a bsna fide proposal from any person for a Major Event (a 

xajo:  ?;?nt Proposal a x !  provide then with certain information. Pronptly 
cpo?. re,-eipi of nstice of a b!ajo: Event Proposal, the Investors shall 
e:.qa;e in good faith dis:ussions regarding the desirability and timing of 
t h e  pr3;ssed Major Eve-: and shall endeavor, within a specified period of 
ti:.., :a agree with r e s ? c c t  to whether to suprort or reject the I.!ajor Event 
Pro;,-jal. If the Investors a3:ee to support o r  reject the l.!ajor Ev?nt 
?rop::sL, then the ;.!ajar Sve?,t Proposal shall be subr?itted to the Executive 
co:z.-i::ee for approval 0: rejection in accordance with tho provisions 
describ& above. If the Investors are anable to agree on wkether to support 
c r  r e j e z i  the Major Eve;.; Proposal, then the Investor which objects to 
a.Dpr::.al of the K a j o r  Event Proposal shall be entitled, for a specified 
~eri-2 o f  time, and s c S j e c t  to certain conditions and restrictions, to 
s3licit a bona-fid? prop3sal for an alternative Major Even: ( a  "Competing 
?:o;tsal") and negotiat? o r  otherwise engase in discussions with any perso?. 

".,. ...-j e: ?,vent Proposal"), the Cor.pany shall notify the Investors of the 

..i I_L. .  r i  res?ect to such Co?.??:ing Proposal. 

Folloxing this solicitation period, a meeting of the board of 
d i r t t r s r s  shall be b e l 6  a: Kkich the board of directors s h a l l  consider both 
it.2 ccyeting Proposal and the b!ajor Event Proposal. The board of directors 
s k a l l  a 3 p t  the Co3peiir.g Pro?osal if the board of directors determines, by 
r.a]sr:ty vote, that tho Compting Proposal is at least as favorable to the 
Co:.?.-r.y's stockholders in all material respects, and is as likely or nore 
like::/ to be conswzated, as  th? Major Event Proposal. If the board of 
direztors approves the Coqeting Proposal, such Conaeting Proposal shall be 
recc-:z.-.ndtd by the board of directors to the stockholders of the Company. 
If t?.e board of directors approves the Najor Event Proposal, the Company 
t a y  e.-.-?: into a definitive agreement with respect to, and consunate, a 
tra:.:artion substantially on the terns set forth in such Major Event 

. .  

PZOF;52?. 

Registration ?.igh:s P.;reen.ent 

The Stock Pu-chase Agreement provides that concurrently with the 
Closit.;, the Investors and XO s h a l l  enter into the Registration Rights 
Agreezent, the form of which is attached hereto as Exhibit 2 4 .  The 
ReSistration Rights Agreer.ent provides that the Investors and their 
pe:rLtied transferees shall each be entitled, subject to certain terms and 
con4"i - -&-ons,  
Stock acquired pursuant to the Stock Purchase Agreement or into which 
shares acquired pursuant t o  thc Stock Purchase Agreement are convertible or 
ha-ie besn converted. The Registration Rights Apreenent contains customary 
terx, conditions and rights, including, without limitation, rights to 
incidental regis:ration. 

t o  require the Cor.?any to register shares of Class A C o m o n  



The foregoing description of the Stock Purchase Agreement, 
including all exhibits thereto, is not intended to be complete and is 
cpalified in its entirety by the complete text of the Stock Purchase 
Agreement, including all exhibits thereto, which is incorporated herein by 
reference. The Stock Purchase Agreement is filed as Exhibit 22 hereto. 

ITZn 7 .  Material to be Filed as Exhibits ................................ 
Iten 7 is hereby amended as follows: 

1 .  

2 .  

3.  

4 .  

5 .  

6. 

7 .  

8 .  

9. 

10.  

11. 

Stock Purchase Agreenent, dated DecenAer 7, 1999, among x0 (f/k/a 
NEXTLINK), M30-VI1 and Equity-VI. + 

Registration Rights Agreement, dated as of January 20, 2000, anong xo 
(f/k/a NEXTLINK), M30-VI1 and Equity-VI.* 

Certificate of Designation of the Powers, Preferences and Relative, 
Participating, Optional and Other Special Rights of Series C 
Cumulative Convertible Participating Preferred Stock and 
Qualifications, Limitations and Restrictions Thereof.* 

Certificate of Designation of the Powers, Preferences and Relative, 
Participating, Optional and Other Special Rights of Series D 
Convertible Participating Preferred Stock and Qualifications, 
Limitations and Restrictions Thereof.' 

Assignment and Assm?tion Agreement, dated January 19, 2000, between 
Equity-VI and FL Fund.' 

Joint Filing Agreement.' 

Stock Purchase Agreecent, dated as of June 14, 2000, among XO (f/k/a 
NEXTLINK), bIBO-VII and Equity-VI. ' 

Anended and Restated Registration Rights Agreement, dated as of J-ly 
6, 2000, between XO (f/k'/a N E X T L I N K )  and the FL Partnerships.' 

Certificate of Desigzation of the Povers, Preferences and Relative, 
Participating, Optional and Other Special Rights of the Series G 
Cumulative Convertible Participating Preferred Stock and 
Qualifications, Limitations and Restrictions Thereof.' 

Certificate of Designation of the Powers, Preferences and Relativ?, 
Participating, Optional and Other Special P-ights of Series G 
Convertible Participating Preferred Stock and Qualifications, 
Limitations and Restrictions Thereof.' 

Agreenent and Waiver, dated as of June 14, 2000, among XO (f/k/a 
NEXTLINK), MBO-VII, Equity-VI and FL Fund. 

12. Lnendrzent and Stock Purchase Agreement, dated as of April 25 ,  2001, by 
and between XO and the FL Partnerships.* 

13. Form of Second Anended and Restated Registration Rights Agreement, 
dated as of , 2001, to be entered into by and between XO and the 
€L Partnerships.' 

1 4 .  Forn of Amended and Restated Certificate of Designation of the Povers, 
Preferences and Relative, Participating, Optional and Other Special 
Rights of the Series C Cumulative Convertible Participating Preferred 
Stock and Qualifications, Limitations and Restrictions Thereof.' 

15 .  'Form of Amended and Restated Certificate of Designation of the Powers, 
Preferences and Relative, Participating, Optional and Other Special 
Rights of the Series C Convertible Participating Preferred Stock and 
Qualifications, Limitations and Restrictions Thereof.' 

16. Form of &?ended and Restated Certificate of Designation of the Powers, 
Preferences and Relative, Participating, Optional and Other Special 
Rights of the Series G Cumulative Convertible Participating Preferred 
Stock and Qualifications, Limitations and Restrictions Thereof: 

17. Form of Lnended and Restated Certificate of Designation of the Powers, 



EXHIBIT 2 
Ownership Diagrams of XO Pre- and Post- 

Transfer of Control 
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Current 

Others4 Craig 
McCaw 

1 51%3 

XO Communications, Inc. 

~~~ 

Forstmann Little 

100% 

XO Long Distance 
Services, Inc. 

100% 

XO Florida, Inc. 

1. These diagrams show ownership as approximate percentages of the voting interests in XO. 

2 .  Forstmann Little & Co.’s current interest is held primarily by Forstmann Little & Co. Equity Partnership-VI, L.P. and Forstmann Little & Co. Subordinated 
Debt and Equity Management Buyout Partnership-VII, L.P. Minor interests held by persons affiliated with Forstmann Little & Co. also are included. 

Craig McCaw currently controls XO through his ownership interest in Eagle River Investments, L.L.C., through other holdings of XO securities and pursuant 
to various voting arrangements, the primary one with shareholder Wendy P. McCaw, his former wife. Mr. McCaw holds a proxy to vote the number of shares 
of XO stock held by Mrs. McCaw necessary for Mr. McCaw to hold 5 1% of the interest in XO. 

No individual shareholder holds a voting interest greater than 10%. 

3.  

4. 



Post-Transfer of Control’ 

\ 18% 

Telmex I Forstmann Little 

i 
40%2 40%3 

I 
XO Communications, Inc. 

I loo% 

XO Long Distance 
Services, Inc. 

100% 

XO Florida, Inc. 

1. Although negotiations in connection with the restructuring of XO are ongoing, each Investor’s interest is not expected to exceed 40%. 

2. Forstmann Little & Co. Equity Partnership-VII, L.P. will hold approximately 25%, and Forstmann Little & Co. Subordinated Debt and Equity 
Management Buyout Partnership-VIII, L.P. will hold approximately 15%. 

3. Telmex’s investment is through its wholly owned subsidiary, Controladora de Servicios de Telecomunicaciones, S.A. de C.V., which owns 
Teninver, S.A. de C.V., which will own approximately 40% of XO. 

4. It is not anticipated that any individual shareholder will hold a voting interest greater than 10%. 
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EXHIBIT 1 

Synopsis of Stock Purchase Agreement 

And related Documents from SEC Form 13D/A 
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S~OC~ ?4=C~~~~ A;=e~~e~: 

, .. 
'-'" '-' On Ja:1uary 15, 2002, the In'Jestors a~.:! XCI e:'.tered into the Stock 

Purchase Agree~ent, a CO?y ot which is attache:! here~o as Exhibit 22. 

If the tra:1sactions conte~?la:ed by the Stock Purchase Agreement 
are CO:1su~~ated, the FL Investors, which are ~:1:!e= CC~~O:1 control with the 
Reporting Persous, will, follo~ing the Restructurin;, collectively become 
the beneficial owners of 40,00. of the the:1-ou:sta:'.ding shares of XO co~mon 
stock. This will occur through their purchase fro~ XO for S400,000,000 in 
cash o~ the Ne~ Forstmann Little Shares. The Class D Co"~on Stock will be 
identical to the Class A Co~~on Stock in all res?e~ts other than certain 
special voting rights described more fully belo~ a:'.d in the ~~ended and 
Restated Certificate of Incorporation. Each s~are of Class 0 Co~~on Stock 
to be purchased by the F~ Investors will autc~~~ically convert into one 

share of Class A Conr..on Stock under certain circ~~sta:1ces described more 

fully below and in the ~~ended and Restated Certificate of Incorporation. 


The Stock Purchase Agreement also provloes that following the 

Restru=turing, Telmex shall purchase fro~ XO the New Telmex Shares for 

$400,000,000 in cash, which shares will reoresent or be con~ertible into 

40.00~ of the then-outstanding shares of XQ co~~on stock. Each share of 

class C Common Stock will be convertible into one share of Class A Common 

Stock under certain circ~~stances described ~ore fully below and in the 

~~ended and Restated Certificate of Incorporation. The Class C Common Stock 

will be identical to the Class A Corrr.~n Stock 1n all respects other than 

certain special voting rights ~o=e fully described below and in the Amended 

and Restated Certificate of Incorporatio:1. 


Restructuring. the Stock Pu:::chase Ag::ee::.e:1t provides that it is a 
condition precedent to the obligations of the Investors to consummate the 
tranS'!::tions conte;r.plated by the Stock Purchase A;ree::lent that the Company 
shall have effected the Res:ructuring, as described ~ore completely in the 
Stock Purchase Agree;:\ent, The Stock Purchase A;:ee::.ent also provides that 
the ~Istructuring must result in the new capitalization. Under the new 
capitalization, XO will ha~e no ~ore than $1,C3~ b~llion in aggregate 
indeb:edness and a capital structure with the following outstanding equity: 
the Ne'" Forstmann Little Shares, the New Tel:::e:~ Shares, with the remaining 
20, o~ the Com?any's outstandir.; cor.,::-.or. scock being held by the Company's 
mana;e:::ent and other equity holders, which are expected to include current 
holders of the Co:::pany's outstanding debt securities. The Stock Purchase 
Agree:::e:1t further provides that it is a condition precedent to the 
obligations of the Investors to consu~~ate the tra:'.sactions contemplated by 
the Stock Purchase Agree:::e:1: that the Co;:\?any's current bank credit 
facility or a replace;:\ent bank credit facility be in foem and substance 
reasonably acceptable to tte In~!stors. The percentage of the outstanding 
equity securities oE the Co::,.pa:-.y to be r.eld by the FL Investors, Telmex and 
o:he: eGuity holde~s is s~bje~t to a1jus:men: based on the terms and amount 
of the shares to be purchased by and any g:an:s o! o?tions made to the 
ma:1a,e:::ent of the Cor..pany. t:o shares o! the CC::lpany's existing Class B 
Co~~on Stock may be outsta~c:n, as of the Closin;. 

The Co:::pany may e~fect the P.estr~c:urin·::; by r:teans of an exchange 
o!fe: for the co:::pany's currently outstanding public debt securities and 
preferrad stock, by co~~encing a bankruptcy case in a bankruptcy court of 
competent jurisdiction, by s:;);:".e cornbi~.a:io:-, o! such actions or by any other 
actio:'.s reasonably likely to e!!ect the new capitalization which are 
acceptable to each In.estor in its reasonable discretion. If a case is 
cor.~!nced in bankru?tcy court, the orders o! the bankruptcy court must be 
final and non-appeallable and reasonably acceptable to the Investors as a 
condition precedent to the Closing. The Company ~ay co~~it up to 
$200,000,000 in connection with the Restructuring. 

If a bankruptcy case is co~~enced to effect the new 
capitalization, the Stock Purchase Agreement provides that the Company 
shall use its reasonable best efforts to ensure that the confirmation order 
granted in connection therewith shall release the Investors and their 
respective affiliates and representatives fro~ any litigation related to 
the Co~pany, its business, its governance, its securities disclosure 
practices, the purchase of any of its securities and the investment and 
Restructuring transactions cO:1templated by the Stock Purchase Agreement. 

Representations and Warranties. The Stock Purchase Agreement 
contains several representations and warra:1ties of the Company to the 
Investors. These re?:esentatio:1s and wa:ran:ies, ~ost of which are made at 
the time of execution of the agreement and at Closing, address, among other 
things, the following matters: (il the Co:::pany's capitalization; (ii) the 
Cor:.~any·s filings with the United States Securities and Exchange 
Cor.r.tission: (iii) the Company's financial state!!'.ents; (iv) the absence of 
certain undisclosed material changes: (v) litigation relating to the 
Company, its assets and the transactions con:emplated by the Stock Purchase 
Agree~ent; (vi) the Company's network facilities; (vii) the Company's 
reg'Jlatory compliance; (viii) fee corr:.litments: and lix) several other 
matters relating to the cc:::?any's business, operations and compliance with 
la~s and agreements. 

Closing Conditions. The Stock Purchase Agreement pro~ides that 
- ----- --~ "" ... "" 1"" __ ..... ...,~1 "'1"\ .... nl"'\ .. ll~m.:\rp t'he 
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transactio~s conte:':'.plated by the agreenent are subject to the satisfac~ 
or wai....er by such party of several conditions. These conditions include, 
....ithout limitation, the following: (i) "that the representations and 
warranties of the Company shall be true and correct as of the time each is 
~ade; (ii) that the Company and the Investors have executed, filed or 
adopted the Stockholders Agreement, a registration rights agreement 
substantially in the form attached hereto as Exhibit 24 (the -Registration 
Rights Agreement"), the proposed Amended and Restated Certificate of 
Incorporation and the Restated Bylaws; (iii) that after giving effect to 
the issuance of the New Co~on Shares pursuant to the terms of the Stock 
?urchase Agreement, the complete capital structure of the Company shall be 
the new capitalization effected by the Restructuring; (iv) the absence of 
litigation instituted against the Company or for which the Company would 
have obligations to inde~~ify any person which would be reasonably likely 
to result in a material adverse effect on the business, operations, assets, 
financial condition, prospects, or results of operations of the Company and 
its subsidiaries Le. taken as a whole (a "Material Adverse Effect"); (v) 
that certain senior management pOSitions at the Company shall be held 
either by the person who held such position on the date of the Stock 
Purchase Agreeme~t or another person acceptable to each Investor; (vi) that 
there shall not have occurred any event, circumstance, condition, fact, 
effect or other matter since the execution of the Stock Purchase Agreement 
which, individually or in the aggregate, has had or would reasonably be 
exoected to have a Naterial Adverse Effect or a material ad-"erse effect 
up~n the ability of the Company to perform any material obligation under 
the agreement or to cons~~"ate the transactions contemplated by the 
agree~ent; (vii) that the Company and the Investors have obtained all 
material regulatory approvals, including without limitation, the consent of 
the United States Federal Communications Co~mission, and competition 
approvals; and (viii) that any and all litigation pending or threatened 
against the Co~pany, the Investors or their representatives or affiliates 
related to the Co~pany. its business, its governance, its securities 

regulatory disclosure practices, the purchase or sale of any of the 

Company's equity or debt securities, the investment or the ~estructuring, 


shall have been resolvec in a manner that is satisfactory to each Investor 

in its sole discretion (other than Ordinary Course Litigation (as defined 

therein) _ 


Covena~ts_ The Stock Purchase Agreement provides that during the 
interim period between the execution of the Stock Purchase Agreement and 
the Closing, the Co~pany will conduct its business in the ordinary course 
and will not take certain specified actions without the prior written 
conse~~ of the Investors, e:<cept as co~te:r.plated by the Stock Purchase 
Agree~ent_ Such prohibited actions include, without limitation: (i) the 
incu:rence of additional indebtedness (subject to certain exceptions); (ii) 
chan;es to any of the Compa~y's methods of accounting or accounting 
practices; (iii) the repurchase or redemption of the Company's equity 
securities (subject to certain exceptions); (iv) the issuance of additional 
equity securities (subject to certain ehceptions); (v) the declaration of 
any dividends; (vi) the redemption or defeasance of any of the Company's 
outsta~ding publicly-traded debt securities or other indebtedness; (vii) 
the a~endment of the Company's certificate of incorporation or bylaws; 
(viii) any actions reasonably likely to result in the breach of any of the 
Company's representations and warranties made in the Stock Purchase 
Agreement or the failure to satisfy any of the conditions precedent to 
Closing: (ix) a=tions adversely affecting the Company's insurance coverage; 
(x) ~aterial increases in the compensation or benefits of the Company's 
employees (except for certain permitted payments under certain bonus and 
retention bonus plans); and (xi) the sale, lease or other disposition any 
of the Company's material assets (subject to certain exceptions)_ 

The Stock Purchase Agreement provides that the Company must keep 
the Investors informed regarding the receipt of cer~ain proposals or offers 
for significant transactions or the negotiations in connection therewith_ 
The Stock Purchase Agreement provides that the Company must cause each of 
its executive officers and directors, and use its reasonable best efforts 
to cause each holder of five percent or more of its common stock, not to 
sell any of their equity securities for six months and one year, 
respectively, from the Closing_ The Stock Purchase Agree~ent also provides 
that the Company and the Investors will cooperate in several respects and 
use their reasonable best efforts to satisfy the conditions precedent to 
the consummation of the purchase of the New Forstrnann Little Shares and the 
tie·... Telmex Shares. 

The Stock Purchase Agreement further provides that the Company 



~ 
and the Investors will use their reasona:le best efforts to revise th~ 
existing documentation and agreements, i~=luding the Stock Purchase 
Agreement and the exhibits thereto: (i) to the extent necessary to 
consummate the transactions contemplated by the Stock Purchase Agreement if 
Telmex's current investment would be unlikely to result in regulatory 
approval of the transaction: (ii) if either Investor shall have assumed the 
rights of the other Investor under the S:ock Purchase Agreement; and (iii) 
to define the relative rights and prefe:ences of a to-be-determined class 
of the Company's common stock that may b; issued to certain members of the 
management of the Company. 

Termination. The Stock Purchase Agree~ent provides that each 
Investor has the right to terminate the agreement upon certain events, 
including without limitation: (i) if the parties a:e unable to obtain the 
necessary regulatory consents and other approvals by certain deadlines; 
(ii) if the Company has breached any of its representations or warranties 
and such breach shall have a Material JI.:i,,.erse Effect; (iii) if eny fact, 
circumstance or other matter has occurred or exists which would or would 
reasonably be likely to give rise to the failure of any of the conditions 
precedent to the obligations of each Investor to consu~~ate the 
transactions contemplated by the Stock Purchase Agreement and such fact, 
circ~~tance or other matter cannot be cured within twenty days: (iv) if 
the Company has not teken certain actions in the bankruptcy court to have 
certain fees, expenses and pa~.ents app:oved by the bankruptcy court; and 
Iv) if the other Investor has terminated the Stock Purchase Agreement. In 

~ost instances, if either Investor shall terminate the Stock Purchase 

Agreement in accordance with its rights of termination thereunder, the 

non-terminating Investor may aSS~he the rights and obligations of the 

terminating Investor. 


The Stock Purchase Agree~ent provides that the Compa~y has the 
right to terminate the agree~ent ~pon certain eve~ts, including without 
limitation: Ii) if the board of directc:s deems it necessary to accept an 
alternative proposal received by the Co=pany; (iil if either Investor 
terminates the agreeillent and the non-ter=inating Investor does not aSS~7.e 
such terminating Investor's rights and obligations u~der the Stock Purchase 
Agreement; (iii) if the Closing shall nJ: have occurred by certain 
deadlines; liv) if either Investor has b:eached any of its rep:esentations 
or warranties in any material respect; and (vl if a~y fact, circumstance or 
other matter has occurred or exists which would 0= would reasonably be 
likely to give rise to the failure of a~y of the conditions p:ecedent to 
the obligations of the Compa~y to cons~~=ate the transactions contemplated 
by the Stock Purchase Agreement and s~~;' fact, circu~stance or other matte: 
cannot be cured within twenty days. 

Break-Up Payment. If the Co=pany proposes to terminate the Stoc~ 
Purchase Agreement to accept an alterna:ive proposal received by the 
Company, each Investor will be entitled to receive a break-up paYh.ent fro~ 
the Company equal to one percent of the implied, pre-money enterprise val~e 
of the Company, which shall be determined using accounting methods and 
prinCiples and valuation ~ethodology se: forth in a schedule to the Stoc~ 
Purchase Agreement. 

Expense Reimbursement. The Stock Purchase Agreement provides that 
the Company will reimburse the Investors for their reasonable, 
out-of-pocket, documented costs and expenses incurred in connection with 
the Stock Purchase Agreement and the transactions contemplated thereby up 
to S14,OOO,OOO. Any and all e:~penses lir:cluding, without limitation, legal 
fees) incurred by the Investors in enforCing any provision of the Stock 
Purchase Agreement or any other transaction doc~~ent contemplated thereby 
shall not be subject to such may.i~um reil:'.burser..ent a::-.ount. 

As described above, the obligation of each Investor to complete 
the transactions contemplated by the S,ock Purchase Agreement are subject 
to the satisfaction or waiver by such Investor. at or prior to the Closing, 
of a number of conditions including, without limitation, the execution and 
delivery by the Company and each of the Investors of the Stockholders 
Agreement. the filing by the Company with the secretary of State of the 
State of Delaware of the ~~ended and Restated Certificate of Incorporation, 
and the adoption by the board of directors of the Company of the Restated 
Bylaws. 

Stockholders Agreement, Resta:ed Bylaws and 
Amended and Restated Certificate of Incorporation 



'-" '-" 
Election of Dire=tors. The Stockholders Agree~ent, a form of 

which is attached hereto as Exhibit 23, and the Restated Bylaws, a form of 
which is attached hereto as Exhibit 26, provide that, following the Closing 
and prior to the Board Representation Date (defined below), the number of 
directors on the board of directors of the Co~pany shall ba fixed at twelve 
and, at and after the Board ?-epresentation Date, the board of directors may 
be expanded to include such nu~er of directors as are required by any 
stock exchange or quotatio~ syste~ on which the Company's cor.~~n stock is 
quoted or listed. The Stoc~tolders Agree~ent contemplates that the initial 
board of directors will include those designees appointed or nominated by 
the Investors as described below, the Chief Executive Officer of the 
Company and such n~ber of other independent directors as shall be required 
by any stock exchange or quotation system on which the Company's common 
stock is quoted or listed a~d which independent directors shall be approved 
by each of. the Investors. The term "Board Representation Date" means the 
earlier of: (i) the first date on which the board of directors has received 
written notice from Telme=< that Telmex desires to designate directors to 
the board pursuant to the S:ockholders Agreement, and Telmex has determined 
in good faith, after consultation with its legal counsel, which counsel 
shall be an outside law fir~ of national reputation, that one or more 
directors, o:ficers or e=p1oyees of Telrnex or a subsidiary of Telmex can 
become directors without violating Section 8 of the Clayton Antitrust Act 
of 1914, as a~ended: and (ii) the first date upon which any director, 
officer or e::!ployee of Tel::-.e:< or a subsidiary of Telmex is elected or 
appointed as a director 0: the Company. 

The Stockholders Agreement and Restated Bylaws provide that, 
following the Closing and p::ior to the Board Reptesentation Date, so long 
as the FL In';estors beneficially o',./n shares of Company corr.;;ton stock 
representing at least LOs ot the outstanding shares of Co~pany common 
stock, the FL Investors s~all have the right to appoint or nominate to the 
board of directors of the Co~pany the n~Tber of directors equal to the sum 
of (A) (i) a fraction in ·...:-,ich the nu;:\e::ator is the total n~'!\ber of 
outstanding shares 0: Co~~a~y co~~on stock beneficially owned by the FL 
Investors, a:-,d the deno::-.i::ato::- is the total nu::-.ber of shares of Company 
co~~on stock outstanding, ~ultiplied by (ii) the total n~~er of directors 
on the board of directors, ro~nded up to the nearest whole n~ber, plus (8) 
(i) a fraction in which the n~.erator is the total n~~er of outstanding 

shares of Cc::-.pany co::-:.:on s'::ock beneficially ow:',ed by Telr::ex, and the 

deno::linator is the total n-.:."":'ber of shares of Co::".pany cor..:non stock 

o'.l:sta:'.ding r:l'.lltiplied by Iii) the total number of directors on the board 

0: directors, rounded up :0 the nearest whole number. Notwithstanding the 
foregoi:'.g, the Stockholce::s ~.reement provides that the FL Investors shall, 
in connection with such appointment 0::- nomination, include a~ong its 
appointees or nO::linees, if so requested by Telmex by written notification, 
up to that n~~be::-, rounded up to the next whole number, of individuals 
nominated by Telmex (the "ielr::ex Independent Designees"), who are 
independent 0:, and not affiliated with, either Telmex or the Company, 
equal to the product of (il the total n~Tber of directors on the board 
multiplied by (iiI a fra:tion in which the numerator is the total number of 
outsta:'.ding shares of Co~?any cor.~on stock beneficially owned by Telmex, 
and the denominator is the total nu~ber of shares of Co~pany co~~on stock 
outstanding; provided that the total n~'!\ber of Telmex Independent Designees 
rr.ay at no tir::e exceed the c'.:::-ber of directors on the board of directors 
aopointed or no~inated by the FL Investors (excluding Telmex Independent 
D~~ignees). At the Soard ?epresentation Date, the Telmex Independent 
Designees shall resign f::om the board of directors and shall be replaced by 
directors nominated or appointed by Telmex pursuant to the follOwing 
paragraph. 

The Stockholders Agreement and Restated Bylaws provide that at 
and after the Soard P.epresen:ation Date, so long as' an Investor 
beneficially own shares of Conpany co~~on stock representing at least 10% 
of the outstanding shares of Company comrr.on stock, such Investor shall have 
the right to appoint or no~inate to the board of directors such number of 
directors, rounded up to the next whole number, equal to the product of (i) 
a fraction in which the n~~erator is the total n~'!\ber of outstanding shares 
of COr.lpany co::".":!on stock o·o";1.ed by such Investor, and the denominator is the 
total number of shares of company co~~on stock outstanding, multiplied by 
(ii) the total number of directors on the board of directors. The 
Stockholde~s Agreement fureher provides that, both before and after the 
Soard Representation Daee, the FL Investors and Telmex will vote their 
respective shares of Company co~mon stock for the election of the nominees 
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'-" .-...,,;c: the o~her Investor to the board 0: directors of the Company. 

Quorum Require~ents. The Stockholders Agreement and the Amended 
a~d Restated Certificate of Incorporation further provide that, during such 
ti~e as the FL Investors beneficially o~n shares of Company CO~~on stock 
representing at least 10! of the outstanding shares of Company common 
stock, the board of directors may not take any action unless a quor~ 
consisting of at least one deSignee of the FL Investors is present, and 
d~ring such time as Telmex beneficially owns shares of Company common stock 
representing at least 10. 0: the outstanding shares of Company common 
stock, the board of directors may not take any action unless a quor~ 
co~sisting of at least one Telme~ designee (which, prior to the Board 
Reoresentation Date, shall be a Telmex Independent Designee, to the extent 
a Telmex Independent Designee has been designated pursuant to the 
Stockholders Agreement) is present. 

Non-Voting Observer and Consultation Rights. In addition to its 
right to designate directors (or prior to the Board Representation Date, 
Telme~ Independent Designees) to the board of directors of the Company, the 
Stockholders Agreement provides that, prior to the Board Representation 
Date and so long as Telmex beneficially owns shares of Company common stock 
representing 10% or more of the outstanding shares of Company co~~on stock, 
Telmex shall have the right to designate up to two non-voting observers to 
the board of directors which observers shall have access to certain 
information concerning the business and operations of the Company and shall 
be entitled to attend all regular and special meetings of the board of 
d:rectors, and any meeting of any co~~ittee thereof, but shall not have any 
right to vote at such meetings. Moreover, prior to the Soard Representation 
Date, the FL Investors shall consult with representatives of Telmex at 
least monthly and, to the extent consistent with applicable law, shall 
share information with Tel~ey. regarding the business, finances and 
prospects of the Company. 

Co~~ittees. The Stockholders Agreement and the Restated Bylaws 
pro'/ide that, subject to ce::tain conditions and exceptions, so long as an 
Investor beneficially o~ns shares of Co~pany co~~on stock representing at 
least 10. of the outstandi:1; shares of Company co~mon stock, each Investor 
shall have the right to ha';e at least one of its director designees (which, 
in the case of Telmex, prior to the Board Representation Date, shall be a 
Telmex Independent Desig:1ee, to the e:<tent a Telne:< Independent Designee 
has been designated pursua:1t to the Stockholders Agreement) sit on each 
cor.mittee of the board of directors. The Stockholders Agreement and the 
~:..ended and Restated Certificate of Incorporation furth'.!!r provide for the 
creation of a five-r..e>:\be: e:<ecutive cc::-..:tittee (the "Executive Committee"), 
~hich shall include the Cn:'e! E:~ecutive Officer of the Company. Prior to 
the Board Representation Cate, the FL Investors shall have the right to 
have (i) three of their director d'.!!sig:1ees on the Executive Committee so 
10:1g as the FL Investors beneficially O'~ shares of Company common stock 
representing 15~ or more 0: the outstanding shares of Company co~~on stock 
a:1d (iiI t~o of their director designees on the Executive Committee so long 
as the FL Investors beneficially o~n shares of Company corr~on stock 
representing at least 10\ of the outstanding shares of Company common stock 
b'.:t less than 15\ of the outstanding shares of Company co~-non stock. Prior 
to the Board Representation Date, Telmex shall have the right to have one 
Telmex Independent Designee on the Executive Corrmittee so long as Telmex 
beneficially O'Hns shares 0: Company cor..mon stock representing at least 10\ 
of the outstanding shares of Company co~~on stock. After the Board 
Representation Date, each Investor shall have the right to have (i) two of 
its director designees on the Executive Committee so long as such Investor 
beneficially owns shares of Company con~on stock representing 15% or more 
of the outstanding shares 0: Company co::~on stock or Iii) one of its 
director designees on the :::~ecutive COr.'_'Uittee so long as such Investor owns 
shares of Company cotl'u'llon stock representing at leas.t 10% of the outstanding 
shares of Company COtl'mon stock but less than 15\ of the outstanding shares 
of Company cOt!'~on stock. The Stockholders Agreement contemplates that the 
initial Executive Co~~ittee will consist of the Chief Executive Officer of 
the Company, three designees of the FL Investors and one Telmex Independent 
Designee. 

The Stockholders Agreement and Amended and Restated Certificate 
of Incorporation provide that the Company shall not, without the approval 
of (xl prior to the Board Representation Date, at least three-fifths of the 
members of the Executive Con-nittee, 0: (y) at and after the Board 
Representation Date, at least two-thirds of the me~~ers of the Executive 
Cotl'.mittee: (i) adopt a ne~ business plan, materially modify the business 



plan or take any action that w~ constitute a ~aterial deviation from ~ 
business plan; (ii) approve or recor.~end a merger (other than a merger of a 
wholly-owned subsidiary of the Company with and into the Company), 
consolidation, reorganization or recapitalization of the Company or any 
sale of all or a substantial portion of the assets of the Company and its 
subsidiaries, taken as a whole (a "Najor Event"); (iii) acqUire, by 
purchase, merger or otherwise, in one transaction or a series of related 
transactions, any equity or other ownership interest in, or assets of, any 
person in exchange for consideration with a fair market value greater than 
$100 million; (iv) with certain limited exceptions, authorize for issuance 
or issue any equity securities or equity derivative securities in one 
transaction or a series of related transactions with a fair market value at 
the time of issuance in excess of $100 million: (v) pUrchase, redeem, 
prepay, acquire or retire for value any shares of its capital stock or 
securities exercisable for or convertible into shares of its capital stock 
other than as required under the terms of such capital stock or securities; 
(vi) declare, incur any liability to declare, or pay any dividends, or make 
any distributions in respect of. any shares of its capital stock other than 
as required under the terms of such capital stock; (vii) redeem, retire, 
defease, offer to purchase or change any ~aterial term. condition or 
covenant in respect of outstanding long-term indebtedness other than as 
required under the terms of such indebtedness; (viii) with certain limited 
exceptions, incur indebtedness in one transaction or a series of related 
transactions in excess of $100 million in aggregate principal amount; (ix) 
make any material change in its accounting prinCiples or practices (other 
than as required by Gk~P or reco~ended by the Co~pany's outside auditors), 
or remove the Company's outside auditors or apPOint new auditors; or (x) 
appoint, or terminate or modify the terms of the employment of, any member 
of the Company's senior management as described in the Stockholders 
Agreement, and any of their successors or replacements, and any other 
persons of a similar level of authority and responsibility in the 
organizational structure who are appointed after the date of the 
Stockholders Agreement. 

Notwithstanding the foregoing. the Stockholders Agreement and 
Amended and Restated Certificate of Incorporation further provide that if 
any of such significant corporate actions are proposed but not approved by 
the Executive Co~~ittee by the requisite three-fifths majority (or, at and 
after the Board Representation Date, the requisite two-thirds majority) of 
the Executive Co~~ittee, then the Investor designees on the Executive 
Co~~ittee shall atte~pt in good faith to resolve any objections any such 
Investor designee may have to the proposal and. if the Investor designees 
on the Executive Committee are unable to resolve in good faith the 
disagreement within 30 days after the Executive Co~ittee meeting at which 
the matter was not approved, any me~er o! the Executive Cor.~ittee shall be 
entitled to present such issue to the boa:d of directors where the issue 
may be adopted or rejected by a majority vote of the board of directors. 

Veto Rights. The Stockholders A~reement and Amended and Restated 
Certificate of Incorporation also provide that so long as (i) an Investor 
owns shares of Class A Common Stock representing at least 201 of the 
outstanding company co~mon stock and (ii) no Major Event nor any 
acquisition by any "person" or any "group· of persons (as such terms are 
used for purposes of Rules l3d-l and 13d-S under the Securities Exchange 
Act of 1934) of more than SO~ of the total n~~er of outstanding shares of 
Co~pany co~~on stock shall have occurred, the approval of at least one 
director designee of such Investor shall be required before the Company may 
take any of the following actions: (i) amend, alter or repeal its 
certificate of incorporation or bylaws, or any part thereof, or amend, 
alter or repeal any constituent instruments of any the Company subsidiary. 
or any part thereof; (ii) enter into any transaction with any affiliate 
(other than a wholly owned subsidiary of the company). officer. director or 
stockholder of the Company, except for compensation and benefits paid to 
directors and officers in the ordinary course of business and other than 
those entered into concurrently with or prior to the Closing; (iii) file 
any voluntary petition for bankruptcy or for receivership (including a 
voluntary petition for the liquidation. dissolution or winding up of the 
Company or any of its subsidiaries other than a liquidation of a subsidiary 
in which all the assets of the liquidating subsidiary are di~tributed to 
the Company or another subsidiary of the Company) or make any assignment 
for the benefit of creditors; (iv) adopt any stockholder rights plan or 
other anti-takeover provisions in any doc~.ent or instrument; or (v) issue 
or agree to issue any Company preferred stock. 

Voting Rights. In addition to the corporate governance rights of 



the Investors anSlng out ';;t'\heir participatio!'1 on the board of dir~rs 
of the Company or on the Executive Co=~ittee described above, the Amended 
and Restated Certificate of Incorporation also provides that the Investors 
shall have certain additional governance rights through their ownership of 
Class C Cornmon Stock and Class 0 Cor.~on Stock. 

Pursuant to the A~ended and Restated Certificate of 
Incorporation, at any time at which there remain outstanding any shares of 
Class C Cornmon Stock or Class D Corr~on Stock, the affirmative vote of the 
holders of a majority of the outstanding shares of Class C Cornmon Stock, 
voting as a separate class, and the affirmative vote of the holders of a 
majority of the outstanding shares of Class D Cornmon Stock, voting as a 
separate class, shall be required before the Company may consummate a Major 
Event. In addition, if, at any time prior to the Board Representation Date 
there are any outstanding shares of Class C Co~~on Stock, the affirmative 
vote of the holders of a majority of the outstanding shares of Class C 
Co~~on Stock, voting as a separate class, shall be required before the 
company may (i) acquire, by purchase, reerger or otherwise, in one 
transaction or a series of related transactions, any equity or other 
ownership interest in, or assets of, any person in exchange for 
consideration with a fair market value greater than 20; of the Company's 
consolidated net assets determined in accordance with GA~~; (ii) with 
certain limited exceptions, authorize for issuance or issue any equity 
securities or equity derivative securities in one transaction or a series 
of related transactions with a fair market value at the time of issuance in 
e:<cess of $100 million; (iiil with certain limited exceptions, incur 

indebtedness in one transaction or a series of related transactions in 

excess of $100 million in aggregate principal a~ount; (iv) amend the 

Company's certificate of incorporation or bylaws; or (iv) issue or agree to 

issue any Company prefe~red stock. 


Standstill Provisions. The Stockholders Agreement provides that, 
excep:: for certain limited e:~ceptions, each Investor agrees that, so long 
as the other Investor beneficially owns shares of Co~pany common stock 
representing 20, 0: rr,ore of the .outstanding shares of the Company com.~on 
stock, it shall not, a!'1d will cause each of its affiliates not to, either 
alone or as part of a "group" (as such term is used in Section 13d-S of the 
Securities Exchange Act of 1934), a!'1d such Investor will not, and will 
cause each of its affiliates not to, advise, assist or encourage others to, 
directly or indirectly, witho~t the prior written consent of the other 
Investor: (i) acquire, or offer or agree to acquire, or become the 
beneficial owner 0: 0: obtain rights in respect of any shares of Co~pany 
common stock, other equity securities of the Co!Upany 0: other securities 
convertible or e:-:changeable in::o equity securities of the Company; (ii) 

solicit proxies or consents 0;: beco:::e a "participant" in a "solicitation" 
(as such terms are defined or used in Reg~lation 14A under the Securities 
Exchange Act of 1934) of pro:des or consents with respect to any voting 
securities of the Company or initiate or become a participant in any 
stockholder proposal or "election contest" with respect to the Company or 
induce others to initiate the same, or otherwise seek to advise or 
influence any person with respect to the voting of any voting securities 0: 
the Company in connection with the elec:ion of directors or with respect to 
an amendment to the Company's certificate of incorporation or bylaws that 
would increase or decrease the number of directors on the board of 
directors; (iii) form, encourage or participate in a ·person" within the 
meaning of Section 13(d) (3) of the Securities Exchange Act of 1934 for the 
purpose of taking any actions described in this paragraph; (iv) initiate 
any stockholder proposals for submission to a vote of stockholders, with 
respect to the Company; or ('I) offer, seek, or propose to enter into any 
merger, acquisition, tender offer, sale transaction involving a substantial' 
portion of the Company' s assets 0 r other business co:rbination involving the 
Company. 

Transfer Restrictions. In addition to the-foregoing provisions, 
the Stockholders Agreement contains certain restrictions on the sale or 
transfer, by the Investors and their permitted transferees, of Company 
common stock. Generally, except for certain limited exceptions or with the 
prior written approval of the other Investor, no Investor may, prior to the 
fourth anniversary of the Closing, directly or indirectly, sell, assign, 
transfer or otherwise dispose of, by merger, consolidation or otherwise 
(including by operation of law), or pledge or otherwise encumber, any the 
Company common stock acquired by such Invester pursuant to the Stock 
Purchase Agreement and any securities issued or issuable with respect to 
such shares of co~mon stock by way of a stock split, stock dividend or 
stock combination, or any shares of corr~on stock issued in connection with 
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'-"' ya re=a;:~alization, reerger, consolidation or other reorganization. 

Preemptive Rights, The Stockholders Agreement provides that, 
except:o certain excl~ded issuances, the Company shall not issue, or 
a;ree ~o ssue: (i) any equity securities of the Company or any of its 
s~bsic:ar e; (ii) any options, warrants or other rights to subscribe for, 
purchase or otherwise acquire any equity securities of the Company or any 
of its s~bsidiaries; or (iii) any other securities of the Company or any of 
its s~~5idiaries that are convertible into or exchangeable for any equity 
securities of the Company or any of its subSidiaries unless, in each case, 
the cc~~any shall have first offered to each Investor the opportunity to 
purchase its pro rata percentage of any such issuance. The number of 
securit:es (or principal amount of debt securities) to be offered to each 
Investor in connection with the exercise of its preemptive rights shall be 
an ~~=~nt equal to the product of (i) the total number of securities (or 
total principal amount of debt securities) to be issued in the issuance 
~ultiplied by (ii) a fraction in which the n~.erator is the number of 
shares 0: Company co~non stock beneficially owned by such Investor and the 
deno=~nator is the aggregate n~~er of shares of Company cownon stock 
beneficially owned by all Investors exercising preemptive rights, in each 
case i~ediately prior to such issuance. So long as there remain 
outstan~ing any shares of Class C Common Stock, and subject to certain 
li~tations, Telmex shall have the right to purchase shares of Class C 
Co=~on Stock in the exercise of its preemptive rights and the FL Investors 
shall have the right to purchase shares of Class 0 Cownon Stock in the 
exerc:se of its pre-emptive rights. 

Right of first Refusal. The Stockholders Agreement further 
provi~es that, from and after the fourth anniversary of the Closing, if the 
Company receives a bona fide proposal from any person for a Major Event (a 
·;~ajor ::'/ent Proposal"), the Company shall notify the Investors of the 
Major ::':e:\t Proposal a::d provide them with certain information. Promptly 
upon receipt of notice of a Major Event Proposal, the Investors shall 
enga;e i:\ good faith discussions regarding the desirability and timing of 
the ~:oposed Major Even: and shall endeavor, within a specified period of 
tir.-,e, :0 agree with respect to whether to support or reject the Major Event 
P:opc3~l. If the Investors agree to support or reject the Major Event 
Prop:!!l, then the Majo: Event Proposal shall be submitted to the Executive 
Co=~i::ee for approval 0: rejection in accordance with the provisions 
c:!esc:::'::ed above. If the Investors are unable to agree on wr.ether to support 
or reject the Majo: Even: Proposal, then the Investor which objects to 
app:a~al of the Majo: E'le:\t proposal shall be entitled, for a specified 
pe:i=~ o! time, a:\d su~ject to certain conditions and restrictions, to 
solic:'t a bona-fide proposal for an alternative Major Event (a "Competing 
?ro;cs!!N) and negotia:e or otherwise engage in discussions with any person 
with ::espect to such Co~peting Proposal. 

following this solicitation period, a meeting of the board of 
dire::o:s shall be held at which the board 0: directors shall consider both 
the Cc::-.p'!!ting Proposal a:1d the Najor Event Proposal. The board of directors 
shall adopt the Competing Proposal if the board of directors determines, by 
r-ajo::ty vote, that the Competing Proposal is at least as favorable to the 
Company's stockholders in all material respects, and is as likely or more 
likely to be cons~~~ated, as the Major Event Proposal. If the board of 
dire:::.ors approves the Competing Proposal, such Competing Proposal shall be 
recc::-~ended by the board of directors to the stockholders of the Company. 
If tr.e board of directo:s approves the Najor Event Proposal, the Company 
may en:er into a definitive agreement with respect to, and cons~~te, a 
transac:ion substantially on the terms set forth in such Major Event 
Prop:sal. 

Registration ?ights Agreement 

The Stock Purchase Agreement provides that concurrently with the 
Closi~;, the Investors and XO shall enter into the Registration Rights 
Ag:ee~e:\t, the form of which is attached hereto as Exhibit 24. The 
Regisrration Rights Agreement provides that the Investors and their 
per~t:ed transferees shall each be entitled, subject to certain terms and 
conditions, to require the Company to register shares of Class A Common 
Stock acquired pursuant to the Stock Purchase Agreement or into which 
shares acquired pursuant to the Stock Purchase Agreement are convertible or 
have been converted. The Registration Rights Agreement contains customary 
ter~, conditions and rights, including, without limitation, rights to 
incic:!e:ltal registration. 



The foregoing descr~ion of the Stock Purchase Agreement, ~ 
including all exhibits thereto, is not intended to be complete and is 
qualified in its entirety by the complete text of the Stock Purchase 
Agreement, including all exhibits thereto, which is incorporated herein by 
reference. The Stock Purchase Agreement is filed as Exhibit 22 hereto. 

ITEM 	 7. Material to be Filed as Exhibits 

Item 	7 is hereby amended as follows: 

1. 	 Stock Purchase Agreement, dated December 7, 1999, among XO (flkla 
NEXTLINK), MBO-VII and Equity-VI.· 

2. 	 Registration Rights Agreement, dated as of January 20, 2000, among XO 
(f/k/a NEXTLINKI, MBO-VII and Equity-VI.* 

3. 	 Certificate of Designation of the Powers, Preferences and Relative, 
Participating, Optional and Other Special Rights of Series C 
Cumulative Convertible Participating Preferred Stock and 
Qualifications, Limitations and Restrictions Thereof.* 

4. 	 Certificate of Designation of the Powers, Preferences and Relative, 

participating, Optional and Other Special Rights of Series D 

Convertible Participating Preferred Stock and Qualifications, 

Limitations and Restrictions Thereof.· 


5. 	 Assignment and Assumption Agreement, dated January 19, 2000, between 

Equity-VI and FL Fund.· 


6. 	 Joint Filing Agreement.· 

7. 	 Stock Purchase Agree~ent, dated as of June 14, 2000, among XO (f/k/a 

NEXTLINK), MBO-VII and Equity-VI.* 


8. 	 Amended and Restated Registration Rights Agreement, dated as of J~ly 

6, 2000, between XO (f/k/a NEXTLINK) and the FL Partnerships.* 


9. 	 Certificate of Designation of the Powers, Preferences and Relative, 

participating, Optional and Other Special Rights of the Series G 

Cumulative Convertible Participating Preferred Stock and 

Qualifications, Limitations and Restrictions Thereof.* 


10. 	 Certificate of Designation of the Powers, Preferences and Relative, 

participating, Optional and Other Special Rights of Series G 

Convertible Participating Preferred Stock and Qualifications, 

Limitations and Restrictions Thereof.* 


11. 	 Agreement and Waiver, dated as of June 14, 2000, among Xo (f/k/a 

NEXTLINKI, MBO-VII, Equity-VI and FL Fund. * 


12. 	 Amendment and Stock Purchase Agreement, dated as of April 25, 2001, by 
and between XO and the FL Partnerships. ­

13. 	 Form of Second Amended and Restated Registration Rights Agreement, 
dated as of , 2001, to be entered into by and between XO and the 
FL Partnerships.· 

14. 	 Form of Amended and Restated Certificate of Designation of the Powers, 
Preferences and Relative, Participating, Optional and Other Special 
Rights of the Series C Cumulative Convertible participating Preferred 
Stock and Qualifications, Limitations and Rest~ictions Thereof.* 

15. 	 Form of Amended and Restated Certificate of Designation of the Powers, 
Preferences and Relative, Participating, Optional and Other Special 
Rights of the Series C Convertible Participating Preferred Stock and 
Qualifications, Limitations and Restrictions Thereof. ­

16. 	 Form of Amended and Restated Certificate of Designation of the Powers, 
Preferences and Relative, Participating, Optional and Other Special 
Rights of the Series G Cumulative Convertible Participating Preferred 
Stock and Qualifications, Limitations and Restrictions Thereof.* 

17. 	 Form of ~~ended and Restated Certificate of Designation of the Powers, 




