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VIA OVERNIGHT DEl.! VERY 

Blanca S. Bayo 
Dirt"Ctor. Division of Public Records and Rcponmg 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee. FL 32399-0850 

ORIGINAL 

Rc: Application Lcucr ofTelcglobc Inc. wuJ Excel C'ommun1ca11tms. Inc For 
Approvnl o(A!!fccmcnt nod l'lnn of Mcn:cr 

Dcnr Ms. Bayo: 

Tclcglobc Inc. ('1'cleglobc") and Excel Conunun1cat1ons, Inc. ("Excel") (logclhcr. IIH: 
"Panics"), by their undersigned counsel and purs uant to Section :164.33 of lhc Florida Slatute~ 

Annolntcd, hereby request Cornnmsion tiPJlmvul of u transaction whl•reby Nurth Mcrj,!cr Suh 
Corpcmuion. a wholly-uwncu subsidiary ofTclq;luhc. w1ll merge inw E~cct . und cad1 
OUIStanding share of Excel's conunon stock will he wnvcrtcd inlo 1hc riglu to receive O.ll85 ut 
u curnmon s hare of Tclcglobc capi1al s1ock \the "Mergcr"). As a rc~ult. Exo:cl will hccumc a 
wholly-owned s ubsidi:1ry of Tclegluhc. the former Excel shareholders will holcJ 48.5 'K uf 
Tcleglohc 's common shares, anu 1hc pre-merger Tdeglnhc shareholder' will hnld 51 .'i'l uf 
Tclcglobe's common shares. Bo1h Telcglobc and l:xccl :trc aulhontcd. through cen:un 
subsidiaries, 10 provide n variety of telecommunications services wi1hin Flnriua Tc:legl<~hc ami 
Excel therefore nolify I he Cornnuss10n of. and to the cxlcnl rcqum:d. scek ('unmu:;;.inn appro,•ul 
of. the propose(! Merger dcscnbcd 111 cJclml hcrc1 n. Tcleglvhc ami E~ccl cum:nlly :.rc 11111 
affiliated wi1h each other. 

l 'hc Panics respectfully r.:qucst cApcdilcJ 1rc:umcn1 ofllu~ Application l.cllcr In pcm111 
thml to cons ummate the Merger no la1cr I han October I. I'J'J8 

The Panics suhmil1hc following lllfonnallon 111 support of th1s Apphcall un Lellcr 
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I. Till-: I'ARTIES 

1\ . Tel~lobe Inc. 
1 dcglobc is u Cnnadmn corpornuon. 1\ luch. through liS opcr.111n~ ~~~h~Hli.u "'~. '' .IIIIUIIJ; 

the world's largest intcrcontinentultclccummunicuiiOIIS earner~ To d.llc. 11 has opcrntcd 
pnmnnly >IS u carrier's carrier of mtcmnuonal scrv1ccs and only n:ccntly entered the rcltul 
market. Tclcglobe's stock is publicly tmdcu on the Nc\\ York Stock Exchange ("NYSE"), the 
Toronto Stock Exchange. and the Montreal bchangc under thl· stod S)~nll(ll TGO. 
llcudquurtcrcd in Montreal, Canuda, Tclcglohc IS u North Amcrican·husclluttcrcontinental 
tell-communications carrier whose network and scrv&ce capabilities rc.&ch 24U cnuntnes unll 

tcmtories Tclcglobc 's operating suhsidianc' pru\•lue interstate and intcrn.111onal 
tcll"~:onunumcations services as n nondununant common carrier pursuant tu authnrll} uf the 
Fl'tlcral Communications Commission ("FCC"), a\ well as a range u( ll.:lt:cummunicat&Uh> 
services m foreign countn~ Moreo\er, an mdm:ct \\holly-o\\nC\.1 subs&d131'} ofl cleglohc. 
Tclcglobc USA Inc. (''TUSA"), IS authoritcll. pursu.uttto ccrtificallon, rc~•~tr.llllln or tan IT 
requirements. or on an unregulated bas•s. to pro' 1de mtcre>.change SCf\ 1cc~ 111 appro\IIIMto:l) 2-l 
stutcs a11d is authorized to provide local exchange ~ef\'ICCS Ill one state 11 'SA IS .&utJ.or11cd hy 
this CommiSSIOn to provide resold mtcrcAdM!IC scf\ &ccs throughout the st.JIC nl FlnnJ.1 s .. ,. 
Order No. PSC-97- 1073-FOF·TI. 

Tclcgluhc lws the techn ical, ntanagcriul. anti linandal ljli'tlilka tlllll\ 111 cun,ummatc the 
propo~cd Merger. For the year c:ndc:d Dccemhcr 31. 1997. Tclcglnhc rcc:onkd revenue' nl 

&nurc than Can.S1.9 billion. Morco,·cr. Tclcyluhc is oflcr3tl.'d hy ll lughl} ·(jll:&liticd 
management team. all of whom have C\t~nS&\e hac~grounds mtck'Conunumcullt>n~ Current 

lin:uu.:ial inform:uion and information regarding 'J'clcgluhc's man..tgcmcnttcam '' mdudcd in 
II\ Annual lnformauon Form for the ycarendl'll Deccrnhcr 31. 1997. 1\h&ch 1\ .lii~Chl'tl h.:rctn 

a~ Exhibit A. 

n. E'n•l Cummuukat lun~. Inc. 
1· \ccl ('ommumcallons.lnc. IS a DciJ\\MC holllut~ compJn} puhhd) tradl'tlun thc 

NYSE under the stock symbol ECI E\ccl, through lis opcr~ung ~ub~uhancs, i• th\." lillh l.~rgc't 
I on~ llistunce company in the United Stutcs I' \eel utTers 1ts suh\cnl~<:r> ,1 \ .•ncty uf 
C(>IIIIIIUn lellliOIIS produCtS ami SerVICCS, wluch lllciUdC rCSidCiliiUI SCr\'IC\."S, CllllllllCICiUI >Cf\'ICC>, 

diul·around services. paging scf\•iccs, anu calhng cards bccl rnrnanly h:'' ftiCU\Ctltm 
providing rcsiucntial resold scrv&ces: huwcvc1, With the JHII'l' h:&sc nf I dru ( 'nn1municatinns 
Gmup (" I cleo") last )cai, 11 hns c>.p.mdl'tllls scf\'&ccs to mclu&l~ SCI'\ ~ec:. pw\ •dell o'er I cleo's 
lc:l\cd ncl\\ork fncilit&cs. winch &nclutlc tncrcu5cd Cl)llllllcrc&al products, whuk;.tlc Sef\ tee;, und 
earner sef\ 1ces Pursuant to ccrtlficatton grJntl'tl by tins ( 'omm&s.s•on to 1 clw I h>hJm~'· In'. 
Long D1st:mce Wholesale Club a111l b.cd Tclccomrnun&c:&tlons. Inc, h) Orckt Nu' I'S( · -•it. 
102U-FOF-TX,I'SC·"~5·09?9·FOI · II.I'SC·')-l 1-IW I 01 II.I'St '·'JC• 111211 I 0 1 I X .uttl 
:!2(o II, I· \Cd >UhSilh,lfiC!> .tiC .ttl I ht1ri/Ctl ltl flit I\ ide tdCClln tiiiUIIIC.IIII>II\ WI'\ ICC!> thrtlughuut I he 



state of Florida, including local exchange and int ere~chunge service.! 

Exl·cl, through its suhsidinrics, is nuthurii'cd hy the van nus stutc puhlac ~•·n ace 
commassions to provide telecommunications services nataonwilic. cat her pursuant to C(·n i lie at inn. 
rcgistr.llion or tariff requirements. or on an unrcgul • .llcd lmsis. Addillon:llly. Excel"> oper:nang 
suhsidinrics currently urc authorized to provide competitive local cxch.ongc scn·accs 111 

appao~imatcly JO states. 

lnfom1ation concerning the legal, tcchnic;al, nmnagcrml and flnuncaal qualifications of 
Excclnnd its operating subsidiaries to provide scrvacc in Florida w:as ~uhmittcd w11h the \"aroma~ 
applications for certiflc~tion fal!.-d with the Commissaon 111 the dockets refcrcncct.l ntwvc. and 
those qualifications me, thcacforc, already n matter of record ttl the Couunission The 
Applicants therefore respectfully rcqucstthnt the Commission take oflicial noucc of that 
infonnation and incorporntc it b) reference herein. Current flnancialmfom1ation for bed is 
attached to this Application us Exhibit B. 

C. Dcs l~:n a led Conlnets 
The designated contacts for 4UCStions conccming this Appltcullon Leiter nrc 

For Excel: 

Helen Discnhuus, Esq. 
Pamela Arluk, [5() . 

5,, tdlcr & Berlin. Chartcrct.l 
3000 K Street. N. W .. Suite 3l)(J 
Washington, D.C. 20007 
(202) 42-1-7770 (Tel) 
(202) -124· 7645 (Fnx) 

!• Orllcr Nos. PSC-96·1020-FOF-TX and PSC·95-0'.IfJ9-FOF·TI authorize D1at & Save nf 
Florida. Alpha. Inc .. i)ial & Save 11f Flnritlu. Bcra. Inc:. J)i:ol ,11,: Save uf Fturid:a. Delta. Inc: .111d 
Dt:ot & Save of l, lunda. G:umna, Inc . to prm•1dc tclccommum<-:tllon~ ~c:rvtccs with an the Mate of 
Florida. These certi ficates were assigned to TC"Ico lloldings. Inc: . d/h/:t Oint & Suvc. pur~unnt 
to an Order issuL'<i in Docket No. 970706· Tl 
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with a copy to: 

:tnd 

For Tclcglohc: 

J. Christopher Dance. Esq. 
Executive Vice President ami General C'ounsd 
Robbin Johnson. Esq. 
Assistant Gcncrnl Counsel • Tclccornmunicntions 
Excel Communicut1ons, Inc. 
8750 Nonh Ccntrdl Expressway 
Suite 2000 
Oallas, Texas 7 5 231 
(214) 863·8~ I U (Tel) 
(214) 863·8215 (Fax) 

James M. Smith. Esq. 
Vice President · Law und l'uhhc Policy 
Excel Communications, Inc. 
IIJJ Connecticut Ave., N.W. 
Suite 750 
Washington. D.C. 20036 
(202) 33 1-4 2'>5 (Tel) 
(202) 33 1-2084 (Fax) 

Charles A. T1c' sky, Estt. 
Assistant Vice Prcsidclll for Rcgula10ry r\ffairs 
Tclcglobc C'ornrnun1cJtion~ C'orporut1n11 
1751 l'inn:1clc l>m·c. Suite I hi H) 
McLean, Virgmm 22102 
(703) 7 14·6(•0? (Tel) 
(703) 610-5608 (Fax) 

II . REQUEST FOR AI' PRO VAI. O F Tilt: I' IWI'OS EI) 1\n :HGE!t 

Tclcglohc and Excel have dctcnnincd that the)' "'" rcahtc >~gmfic.1nt rc\'cnuc 
cllhiiiiCCI11C1liS uml opcr:.ti11g synergies hy mcrj;lllg the lw<t clllltics :md l'~tuhh>lllnt; Excl'l.o~ ,, 
whully-ownc:d buhsid•ury uf l dcglobc. Accnrdmgly. lcxcd .uul 'l clcgluhc hii\'C c'ccutl'ol :uo 
Agreement and Plan of Merger ("A~ccmcnt"). whcrchy Nurth Merger Sub Curporaunn. a 
Delaware corporation that is n wholly-ownt-d subsidiary uf Tclcglohc created ~pcc•licall} for 
purp11~cs uf cnnsumrn:uing the trnmacaion. w111 he mcrgt-d into E,c,·l . :uul •hl' current 
\lud:hul dcr~ ul l; xccl Will exchange c.1ch 1\MK'\1 and uul,landmg •hall' ut CUIII11llll1 \ lucl. 111 
Excel for 0 .1185 of a common slwrc of Tclcglohc capital smck. nu .. l'arucs will prm·1dc rop1cs 

. "' 



of the Agreement and/or the Form F-4 filed wiLh the Sccuritic~ an<l EKchunge Counllll\~um 
upon Commission request . 

Upon consummation of the proposed trnn~actiun, E~ccl will become a whully·m\ nl'\.1 
subsidiary ofTelcglobc, and the former J::xccl ~lwrc:holdcrs w111 hold -18 5'.\ uf uutMandmg 
Tckglobc shres. Pre-merger Teleglobc: shareholders will hold 51 5'.{ of JlHSHHergcr 
outstanding shares . Teleglobe and J::xccl will each dcsig1Wte seven rerre,cnt:IIIVc~ tn ~~~ un 
Tclegluhc:'s fiflecn ·mcmbcr Uo:ord of Dirl-cturs fullowmg the trJn~:ocliun. "olh unc dlfl'l:lllr "' 
he ~ek'Cil'd jointly by both comranics. For the Commis~ion·s rdc:rcnce. an urgurutallunal 
dtan depicting the transfer of control and a flClSt·mergcr urganizatiunal chart arc .onache<l 
hereto ns Exhibit C. 

1l1c Boan.ls of Directors of both corn11U111CS lmw unanunously approH•d the llll'rgcr. In 
:odd it ion, holders representing a majority of outsuanding Tclcglobc shares and a majunly uf 
outstanding Excel shares have approvc:tlthc merger uml com nulled 10 vulc: m fnvur of other 
rd:tlctl rn:nters. 

Upon consummation of the merger described hcrl·in. the Applic:uu, c~pcc1 1h~1 fur the 
foresceahlc fuiUrc Tclcglobc and excel will cormnuc operating Its rc~~~~ll\'c ~arner 

suhsidiaries und~r their eurrc:nt name~. arid they will cuntinue 1u pro>vidt· high lJU.tlity. 
affunlabh: tek-communic<~tions services to the public A s such, thi• nu·r!!cr wtllnut 111 any 
way disrupt .scrvicc or cause inconvenience: or conlu~inn w the custumcr' <tf :my Tcteglobe or 
Excel company. lndct:d, the merger will be virtually 'camk-:.s !II thc rct:ul <.:U\Inmers in term~ 
nf the services they currcmly receive, hut it will ma~e additional product' ~nd 'crv1cc' 
avai lahlc 111 both Excel's and To:leglollc'' cu~tumer' thruughuul the cCJunll)' . includu1g 
CUMIIIllCrS in Florida. 

The Applicants CXpl'CI 10 t.:nll\ununalc the merger hy Ocwber I . liJ<J8. \UhJ.-CI 111 
llart -Scuii·Rtxlino clearance. the approv~l nf the Federal ( 'unununlcalilln ' Culllllll'\llln, the 
approval of various stale authorities , any nel'C:.loary appruvah fmm (':onao.Ji:m :oulh11rr11c' and 
s:uisfnction of other custonwry conditiuns 

Ill . I'UBI.IC INTEREST ( 'ONSIOEI{Al'IONS 

Consummation of the proposed trnnsacuon wt!l 'erve the puhhc lnlcrc.\1 111 prumuung 
t:umpctition in the tclcconununication~ market by pru\'iding Tcleglnbc and Ext:d the 
upflC•rtunity 10 strengthen their competitive positron~ hy t.:umhrning thc:or financ1al rc~uun:n 

ami complementary services, racililles and c:\p~·rtbc 'I he ~urnhmauun uJ Tl'l··~loll>c'' 
extc:nsi\'t: intcrcuntincnLal network With Excel'~ Ulllttuc and ctfe;;ll\'l' channd~ uf dl\lllhuuun 
and U.S. network will allow the combined c.um11any 10 offer a hruad array uf new products 
:md M:rvlccs tu homes, bu~ine~~Cl>, currier~ and lntctnel 'crvicc pnwider~ lhruughuul the 
Unucd Stutes and In grow a~ a cmnpc1110r 111 the l11cal. long d1Mance and lmc:rncr ~cn• 1c~· 

market~ . 



The proposed Merger will nlso exploit the culturnl uml syncrgastac lit of thc n~;~nngcmcnl 
teams ofTclcglobc and Excel. Combining Excel's network nmrkctntg org:m11ation and 
cornmcrciul nnd dial·nround distribution channels with Tclcglohc's cx tcnSI\'c liaciltucs ami 
wholcs:.tlc murkct ba.~c gives the new company a leadership J>Osa tion in several ch:mncls of 
distribution for tclccommmHc:llions products and scr\'iccs, a divcrsaflcd rc\'cnuc hasc. and 
signilicant synergies inm:arkcting. network pcrfonnnncc. and opcr:niun~ Acc<~r•ltugl)'. tlu: 
proposed Merger will benefit customers through impro\·cd scf\•accs ;utd :111 u.-rca,cd <hvcrsny nl 
produ~ts. thereby promoting competition in Flurida. 

V. C"ONCI.USION 

For the reasons stntcd herein. the l'artiL'S rct.tucst thnt thc l'onantl\saun .tuthuntc the 
Merger described herein, and to pcmut the l'artu..-s to consurnm~tc the Mea gcr "'' IJtcr th.m 
October I. I 998. 

Enclosures 

Respectfully sulnnlll<'<l. 

TELEGLOBE INC. 
EXC'EL COMMJ.JNIC' A fiONS. INl' 

lly: ~ .£ ( / /c__ 

By: 

I Jelen E. l)isenhau' 
l'amclu Arluk 
Swullcr& Ilea hn. ( 'lthl 
J!IIJ(I K Strccl, N.W . !-Iurie 1110 

w.,~aungton. D.t' 20007 

(' /~ /,._ /i (b "". 

('h;,rlc) A Tic\·sl.y, b<j / 
r clcglobc l'urllrllUIIICatinn~ l\H'fl<lr.lliUn 
17SI Pmnaclc Orl\c, S1nt•• ll•tHI 
Md cJn, Var!!llll.a 22102 

cc: J. Chnstophcr Dllncc. Esq. (w/o enclosures) 
Churlcs A. Ticvsky. Esq. (w/o enclosures) 
Dougln.s D. Orvis, Esq. (w/ enclosures) 

~U IHJI I 
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I. NAME ANP {NCOBPOMDON 

Teleglobc Inc Ctbc "Corponauon• or "Teleglobc"l is a corponauon ruulting from tbc arnatpmauon on 
[)c:cemba 31. 191S of tbc Corponuon.lhen known u Mallo!« Oa!a Inc... and Real TuiiC Oa1apro Ltd pumwu 
to tbc Canada BIWncu CorponuODI Act. Articles of llliiCtldziiCnl were obt.au~ on Mav 14. 19&7. Aupu~ 13. 
1987. May 22. 1991. AuiUJt 9, 1991. May 2&. 1993 and Mardi a. 1m. In each cue ctrcc:u~ll changes to the slwt 
capt tal Funhmno~. aniclcs of .-ndmcnt wcrc obwned 011 ~ 6, 1991. cb•n~~~~ tbc corporate IWIIC from 
"Memo~ee Data Inc. • to "Tcle&Jobc loe • Fmally, the Corporauon obc.aincd ruuted a:rulicate and arucles or 
lr"OIJlOnllOO c:ocdOiidal.tng tbc arudcs or am.alpm&UOD mel IJUdcs or amendment clucnbcd abo\'C on June 28. 
1994, and aniclcs or amendment aJIOW\fll tbc darec:ulrl 10 appoint • limu.cd number or darcctol\ bct"'Cen 
sbatcbolckrs' mccuii&J 011 )~me 6. 1996 1bc bad ol!ia: or the Corpcnuon ll loalted 11 I 000 de La Gauchcuert 
Street West. MonuUI. Qualec HJB 4X5. 

n. GENEML DEVELOPMENT OF THE BUSINESS 

For th~ J'llrpoiU of rhJs AnftJttJI /nfomt~JitOII Fonn. ~~~tlus orlr«,..,M tndJCtJttd or rht eotttur othu .. ·tsr 
rtqutr<J, r~fonncu ro 7deglobt" Ot the "COtpOttJ/1011" rwfl' to Teuglol>~ Inc. IJIIdlor tJnY or tJ/1 of ru 
sui>SJdttJrta, cs rht CtJS< ""'.)' bt. S..bstanrralh• tJII of rlrr CtNpOtrJNon 's O!"rtzltOtU ~ condwcttd lhMuph 
substdtiJna 

The Corponllion bas been I fldli.lJc$.bucd providu Of intmWJOnaJ tdccommUJIIQIJOIIS JCt\lC:CS for 0\'CI 40 
yc:us. Hi1110ncally, the Corporation's pnnwy mar1c:ct bas been Canada. whc:tc TcleaJobc Canada Inc ("Tcleslobc 
Unada" or "TCI"). ila pniiQpal opcnliq 11JbAd•ery, Is cumntly the 101e autbonz.cd opcrauw or Canadwl 
fBcihties for C.anadi.an<O\'UlCU tclcamununlcauoDS ICMa:s In COiijUllalon Wllh the dcrclfUiauon of the 
tntcmauonaJ tdcamunumatioru nwUu, the Corponuon WIU 110 lonscr ba\"C ots Canadoan cxclu.sl\-e mandate u 
of October 1. 1998. 

Soncc 1996. the Corpot'lltlon bas cxpand.cd its corporate miasion to be a &Iobel providct of a broad rmac ol 
ontemauo.W tdCCOI1IJJIUiliQsOIIS JCrVices 10 c:amen. bustneues mel coasumen tbrouBhout the woold To purwc 
tlult objective. the Corporation bas IOUJhl and tRIIXCUfully cbl.alncd opcraUil& ltctn~~CS '" vanow cowunes 
oneludlna the United Swcs. the United Kinpm and Gcmwt} In the lut thn:c liDIDClal years. the Corporauon 
has cxpc:neru::cd rapid 8fOWih in its global uall-.c. t.e. uallic lhll ncother on~nates 1101 u:nnuwcs on Canad.1 In 
1997. the \'OIUIN: of tnffic earned 81obelly was almost U tmponant IS CanadwlU"tfl'ic 1bc Corporation pro•1des 
ItS telecommumcauons IUVia:.s worldwide through its Tdc&Jobc CommumauoDS busUicu umt 

The Corporation's olhct businas umts ll'C Tclepobc World Mobohl)•, wblch consuts ol mu:resu tn global 
mobolc satclhtc data and mcuasina commwucatiotu ayltCIIIS such u ORBCOMM; and Tclcglobc Ente.rpnacs 
Tcleglobc Entapnscs consuu ofTclcaJobc M.artoc Group. wlucb tnsWIS. 11111nwns and tq)&IR WliCicrsca cables. 
and T.eleglobc Mcdla Enu:rpnscs. whtcb u 11m.cd 11 explonng new o,ponwuues to muJum.cdt.a IUid tiC" 

ltChnoloJies. ~ alhanca or paruapauon "'ilh othen. u appropnatc 

Throu&h the )Uti. the CorporatiOn b.u dJ\'Cmlied jts ac\J\1UCS f rom ots tclocommurucauons core bustncu. 
tloen:b)· crcaung blatneu uruts tn the fidd of commurucatlona products and otuUtanOC S)'1'ICttU Dunng the c:ounc 
or the llU1 li•'C )'CUS and 111 IICXlOidancx wtlh tts SU1U:IJC obJCCU''CI. the Corporatoon dl\uted otself or us 
Conunurucauon Products business unit in early 1994 and of rts lnsurat~a: Symm bu.unc~~ wuts on lat.e 1997. both 
non<on: asseu 

Ounng the Arne penocl. the Corporauon laWldlcd the CANT' AT 3 and CANUS I cable S)'llCtTU (now k.nown u 
Globcsymrn Atlantic"') u "'"'" as the ORBCOMM utclhte ptVJeCt In Dca:mbc:r 1997, the Corporauon 11J!ncd a 
memorandum ofundcnl.andan.IIO become a.n tnlual r"'Y. and to on\ut appro10mately U.S S 78 mtlhoo~ on the 
DC" proposed Cluna • U S cable I)'IICm See "Oea.cnpt100 ol the Busu>css - The Corporauon - The T de-lobe 
Ncr..ori:" and·- Otbct Busoncacs - Tclcglobc World Moblloty • 

- I . 



Stgllificant clw!JCS 11m: been llkiQ& place tn l.be telcc:olnlnwua.U Uldusuy an lhc reoent ~·= Tl'.cre ts a 
gT~M1ng global !mid ID'I>1Irds JlllVll!tm•on. c:ompcuuon Uld dc:rqulaDon. Tcchnolopcal dc\'clopmcnu b.a•1: abo 
bl~ 114UOnaJ and IDICnlaUOnaJ bouudanel TluS hbcrallzauon Of global tdC:OmnlUNCSUOM matkCIS pr0\1d<• 
opportunlllcs for camcn 10 ClpiiDd tbar buslDcss beyood l.be rtJIIIUS they tradluonall~· Stf\'Cd Voux tc:lepbon• 
seMc:e is cxpcaed 10 CDOW111t 10 apc:rialce pvwth and cxpaDSlon on l.be fortSc><able future In lh.Jt repsd 
oncrcased competition from altcmatM: carrieR Is c:xp:a.ed to COllll1bult 10 a clc:aQsc: tn aa:ounung r.un and a 
rc-cvaluatloo or l.be IICOO'IDIInt 1'lle syJtCm. ThiJ dcc:rcuc Is JCIII:ta)Jy c:xp:a.ed 10 raW I tn lOVo'l:r pnc:es, WluCil 

should Slim~ daDIIId ro. liiiUIIIlloDallltlec:olllmUIIICaU'OIIIICMCCS In addluon. l.be Corporauon bcht\'tS there 
IS sogllificant pocmti•l far poMh in dcvdopiq COWIIJ1CS for a1cJba1 camcn W1tb cxtcnJl\'C CX1111ng onttmauonal 
net\01lflc and Jon,~ rtlatloll.lblpl with camcn th:rou&bout the worl4 l>cRsuJauon tw also created an 
oppo.twul)' for l.be CorJ!aralioo 10 bll*lco lu cuaomu but 10 iodudc ..... _ .... &ad rcwl coll5WDCtJ The 
ontcrtw.onal tdcmmrmurimioas -..edt aa &Da'CIIII.IIIlY 11m11 dl,nal fibcr-apuc c:abla 10 response to compcuu,-., 
prcuurt for lugllcr quality aDd lower COli cdcccmmwuca1lans ICMCCS ~. wdhtc: commUNcauons "''11 
renwn imponant for cped•liu:d appllcatioru IAidl u tc:levwon. broadcut. lntcmct and mobole Kf\1te,, as ""'11 a.• 
to SCI\'<: mncxe arc:u oll.be - ld IIOl rcedlJy -u,te by cables Sec "Daenpuoo of the Bwmeu - The 
lntemauonal TelecommwucalioDI I.Ddusuy." Telc&Jobc C&o.ada's rqulalory fnmcv,-orl< tw also C\'OI\'cd 
subswuwJy lUI« I 987. IIIOSIIIOIIbly from l.be rate bue me or rdUtD resuJauon 10 l.be 1996 pnc:e<ap regulauon 
s..: ' Description or the eua--~oo. • 

The foii0Vo1ft8 clw1 praenu cadi or the c1trca llld illld.treCI compan)' a.nd pannentup panm pauons of the 
Corporauon as at Dec:cmbcr 3 I. 1991, tbdr mpcc:tivc place of incorporauon and the percentage or voun3 
~ucs bcndicaall)' 0'1\'lled or cn.v wbich COOI10l or ~ u cxerwcd by the Corporauon The Corporauon 
docs IIOl own, dthcr clircclly Ot iDciUealy, Ill)' IIOIM'OUDI ICt1UUla 1ft IAidl comparucs. exapc (or ()peel 
TelccommUNcauons, ln.:. (formctly Oped Comm11111cauom. ln.:.) iOpccl' ) The names of c:etUJn wbsultanes. 
each of which represcnu Jess than 100~ ofoonsolidltcd uso=u tlld Ins than 10% or conso!Jdatcd ml'nUC$, and all 
or "tuch. on the qarcptc. repre:KS~t lcsa tb.aD 30% oii.OC&I CODIO!Id.ll.cd aucu a.nd total oonsohdatcd revmucs of 
the Corporauon. ba~'l: been onunccl 

· l. 
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CORPOMTE SIRUCTUR£ Of IE LEG LOBE INC. 
las 11 [)eccmbcr 31. !9911 

1

- Scn&oo W11tlas Inc 
(19 il'~) (c-odal 

- Tclqlobc lni.CI'II&Uonal 
HokbDp (\) s ) ID< 
row-el 

- Tc~alobc lnvatm(nl 
Corp (llcla-•1 

. ) . 

- Ttlqlobc Mobile 
I'IICUICft (1<m) 

I Dda ""' ' 

c s 1Aia l.u>tJ 
L P (lj'M.) 
fOcla•"~~•l 
C S Cllll~ L IJtown 
LP (1)~) 

fOcla-cl 
C S 01*1 Smtuwl 
L P t•n,, 
!Dclt-•1 ,c s o~o~~ot Mot""' 
L P !4)'11.) 

IDda•••l 
C S Olobel Llllk 
L-P (lS'M.I 
roc~a-•J 
T clqlobc Svbmannc 
1.nc rtAiaWIOtC) 

• 1 d<flobr UM Ilk t l)cla"w" 
- Ttl<flobc ''"''" ~All )h-e) 
- Tcl<flobr 11.0111 !1 pA )ll.th) 
• 1 clctlobr llonl. "MI Lutlltal(ll<ri ·"""'J 

• 1: K ltlcflobr lapon 1~1 
• lt~Jiobc ln\m\11,....1 Comm\llll<'IIGIU 

SA (Spo~~~J 
- Tclq)obc DuANI~ Ar.. fl)mmar~l 
- Ttlqlobc Nort t A.~ (Noo"''ll 
• TclcJiobc AIIJUohol'l• I td )Aw.lloh• l 
- Tc~Jiobc Colwnl••ll A )Columba• ) 
- lclcJiobc El St•tol<>t . l> A (£1 Soh odor) 

- Tt lec4m Vmonlnllln( fl)ela""el 



l.t:Cli,OS£ INC', • 

CORf08AT£ STRUCTURE Of IELEGLOBE INC. 
las at Qpccmber 31 199]) 

- Tm EO',., 
b'TUI<A110tW. lJ)( 
Lo.mmflllll 

- TILEOi 01• 
M.w1411blc 
(Canada I 

-CAilTAT) blc 
(Bott.dool 

- TEUOIOII CAIM 
I N0l.Dil40J blc 
fc.a.lal 

- B~Uo<AC s..,­
(bu~) 

-ORBCOMM 
CANADAblc (97 Sl%) 
(C.nad.IJ 

-Loco. TV 
(0..-r.wo) blc 
(74 S%)JC&nadal 

-JAUMm!A 
NE1Vo'CIU.INC 
(II IU%) 
I Canada I 

- T dqlobc Can11t I Cc:....la) Inc 
lc.a.lal 

- Tci<Jiob< C..IIS I (\J SA) U.C (DeJa,...,., 
- ()pkl Tcltcommwucahocu. 

Inc ( 19 9992%) (Dda .... , 

I ~ ... Alt .......... -----
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m. pESCRIPJJON Of WE BUSINESS 

THE INTERNATIONAL TELECOMMUNICATIONS SERVJCES INDUSTRY 

The 1Dlero&UODIJ ldccommUDJCaiJOIIS ICMCCS iDdusuy 1$ COCDpotcd o!IIIIDICI'OW uuunaiJOnal catnCI$ "bose 
nc:n.oru cbnaly or Ulcbnaly lmk c:oumna 10 adl Olba nc. Dm>Oib 1111: w r!h!Q umsu\11 and undmca 
cables 10 ll'aiWIUt cbpal or anaJoa lllformauoa m \'U10US farms Uldlllilq ~. dasa and 1JD11CS for a '~ or 
products or ICMCCS Tbe aw1a:l 1D any COWil1y c:aJ1 be c1Mdcd IDIO .,., IDI)Of KIJDCIIIS "outbound traftic• 
CO. UJWll ol c:allJ OflJ'NI!ftl iD such CCIWIU)' ud "Ulilowld uallic" .,..PRIQI ol calls ~munAUQI IR W COW\U) 
In addllion. tntcmational c:uricn wtth slobal CODIItiCUVIl)' II.ICh u l.bc Corporauon may &1.10 PfO',dc "ttanJtt• 
SCI\~CCS under urangc:mcnts pursuant to which a lona diJWICC p~dcr 111 an tntcnncdtatc COW\U)' camcs the 
tnffic 10 a deR tnantm COUDtry. Tbe pnMsloo ol tnldillollal U'LIIIIt scmccs RqUU'CI ~ amonsthe amen 
m all COUDtncs IJMII,'Cd ud sucb scmccs arc JUXDlly IISCd for 0\-afloor. uallic or "11ue a cbrca et~t u 
una1111t.blc or not volume JI&Silficd. 

Ttodlll ... ol r .. lloa or lourullo ul oolepbou Mr•lc u 

Countncs that arc not pbystcall) conucuous arc conncctcd II\ a nel\\or\ or utcllttcs and ut\dcuc<~ cables 
oponucd b) tntcmauonal camcn II.ICh u TckcJobc Tbesc tntcmauonal amen ba1-c ooworb that an: ph\ Acall) 
tntut:OtiDCCicd to the domcsttc DCtworits ol CKh country tlu:ouJ!t J'01tclwJ& c:cntcn owned and opcntcd b) the 
l'llnous tntemauonal cam cn. Bilateral and multilat.crill oper211ng agn:e.nenu .• whlth arc key componcnu of lhc 
tntemational long cbCIIIICC tc!ecommunlcations marlcd. arc nc:aOOatcd bc1ween the respccllw: tntcmauonal earners 
to estabhsh the raa,c or scmccs 10 be pnMOod. the IICICOWIUDI ra~t 10 be chatacd fOt CKb ICMCC. the rouun& ol 
the ttlll\SIIUUoons and the proccduta for awniCIWICI< T)'piCally, undet a u.dluonal opcrauaa qrocrncnt, CKb 
c:~mcr agrees to temunatc ln.tlle tn tlS local aw1a:l and 10 provodc proporuonal mum ttallie to ou conespondcnt 
earner Tbc mtcmauoaal llldlltc IIU*OI1a lutkm& c:amc:n an: 1)-pcally csubhsbcd throu&h ontcrnauonal 
orpsuzauons such u OOEI..SAT a.nd INMARSAT. 'lbc Cclllpotauoo as a member ol both or tbcsc ontcmaiJOIUII 
orgaruz.:auons lntcmauonal undersea cables an: predonunantl) ]Otntly owned and operated b) con.10nu of 
ontcmaUonal cam en. CKb o( wlueh bas an owncrslup on teres~ to tile thcot'CIIcal nud ·potnt of tile able and u1ualh 
has operaunaaarccmcnu ,.,th tile olbct COWIInes scn'Cd by l.bc cable 

Hmoncall). tlw: mtcrnauoaal tclecommUNcauons RMccs ondustry has been acl\cd II\ llow:rnrncno-o"ncd 
monopohes known as PTT&. wludl wually prOii'tdt domesuc ud tntcmaUOclal KIV\CU on a lu~hh rcJULitcd 
flllmc..orl. Undct tlus u.dluonal model a PTT cnun tnto 1 bllalctal opcrauna qrocmcn1 ,.,th a amu on 

. ~ . 
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anolha CCWIIJy in ordu 10 COIIDCCI 10 such CCWIIJy Tbcsc ~ I)'PIC:Ill) rcqwrc 1M ~-mcnt or a nqoriatcd Rf!I""''CD• far cad! llllDUIC of11a11K Kill from ooc earner 101M ocher (lhc ·-.nun~ rate i''Siml"l 

lbcrc u 1 1f0WU1a &lob&! IIC:Od towa.rd.s pnvalll.IUon. oompctJuon InC! dctcJU)&uon Tccboolo&lal 
dc\'dopmc:IIU bavc aiJo blurred u.-1 InC! lll1mWIOII&l bowld&nc:s Tlu• hbcrabzauon of glob&! 
tel....,mttnJ~ DW1c;cu provida opponli.DIIICI for cuncn 10 c:xpud tbcu bowncs• bcyood 1M rcJ[IOIU ~ 
uwb•im•lly ICM:d. Mlft ad - cuncn U'C llllQ& rouuq IIT1UIJ""''CDIS ocher than uadluonal btbtcnl 
IIT1UIJ""''CDIS with OOJICtpOndmt CITricn. 1n 11111.11)' c:ucs. 111.1!ic u roui.Cd m llurdoCCWIU} camm under a pnr,uoe kDowD u •,...IChcd lwtlbul&" (•JSH") or "rdilc", m which lhc dcluiiiUon earner n>eet\'CS a ICitlm!ent 
payment from lhc "bub" catricr, l)'p!Qily II I lowu rate thaD II the uamc toa't IICUlc:d clucc.Uy b) 1M onpnaun, camcz. 

Voice tckpbooy 1CMCC CWTCIIII)' domlnltes the mtematiOIIII tdec:ommwuCIUOIU bu.IIOC$$ InC! U expcocd to coniUIIIe ID cxpcricDcc powth &Del apenpcm Ul the !ao • lttk fucurc. Whllc lhc Corpnuoc bcha'CS that the "'X''O!m•q rate S)'IUm will remain I key fKIOr Ul ~ 1decom-0 !CI!WW rates Ul the IIC&J term. 
tncrcascd c:ompdiljm from~ camcn as M!p"ttcd 10 coauibult 10 1 licc:rc:uc '" aa:ounung rates and 1 re-evaluation of the aa:ountlq ntc ')'lle.m. Althou&h thiJ clccrcuc II expcctcd 10 vuy clepcncllq on 1M route. 11 u JCDCI'IIly M!p"ttcd 10 ....Wt in lower pnca. wbidl aboulcl ltlm~ demlll!:l fot Ullmi&UOIIII tdec:ommurucalloru 
SCMC:CS Othu fllllclamcrual clrlvcn of llllalll.lload tn1lic I!V"'Ih i.Dchldc lhc pqhguoo ol tndc ancllhc rapoc1 lclvaDccmal! of .......,......., wluch bavc auclc 11 paaibk 10 nducc Ulla'lllt-.l tdccommurucauoru casu and to 
develoP new and ldYaDccd tclcamnDnnic=st!._ ICn'lca. 

Aa::orclinltD the 1nlaulimal Tclccommunjc:atjms u-("mr). from 191610 1995, 1hc aumbct of mtDUICS 
of U11aDaU0111J tn1fic earned -'clwidc UICI 9'

1 at I Q'«Dpc-md &IUIUIJ J""lh rate of 15 4% U compii'Cd 1D I compowld &MIIII pvwth rate of 5.4% I.D the 1llllllbcr ol - ttlepbaac lua 1n tdclluoa. rcponal outbound tntcmanontl 111.1!ic from 199S to 1996 in North America tchii:IICcl a ll. 7% powtb rate. which ourpo.cccl 1M J)obal 
.,~rase pvwth rate olll.S% for the - pcnocl. Tbc IMIII& pOMh m telephone lntJik u complc:mcni.Cd b) an 
Cl'tn strOIIItf JI'OI'th m dill trlll\c, cu.rrentJy belli& dnven by !be lllttmd ancl CYO!YinJ data fet\'x:cs 
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TKE CORPORATION 

T~ltelobe Coau~~UAitatioiU 

Teltglobc 11 1 alabal faalluu-M<cd pnMdu of mternauonal tdcc:ommwucauons acn1= Stncc 19%. the Corporwon bas cxpaadcd lu corporate DUSJlon to be 1 lead~~~& &Jobll prlMCkr or 1 broad nangc of mtemau~ tdcc:ommtmii"'"O"' servtea 10 cuncn. businesses and consumcn lhrouJ)Ioutlhc "11rld Tbt CorporatiOn prMldo tdCCOIIIIIIUAIQUC KMOcS worldwwlc lhrou&h IIJ T dqlobc Commwueauons bust_. wut Glcml tdecommurucauons lllllel)', markcllna and prod11C1 devclopmenl alobel development. nt'""'"· tnlomt.11tOtt ICCt.IOIOI) , pro<XSSI'I& ICMCCS and Nppon poups 1R manaecd 11om lhc Corponttton'l olftc:cs tn Monllal Canada and tn lbc Wuluni\OCI 0 C a.ru 

Tcleglobc'S cJabal ua1flc, "iucllll ll&lftc WI oolhcr Ol'li)OIICS nor W11UDIICS tn Canad,a, has gnJ\'11 II ft lllptd 1'111< In addsuon to IIJ buc of 1.8 bill- nunutcs m C·n"'•'"~ ual!'IC, TckaJobc'l &Jobal tllllftc pn. nwl~ JOO% lD 1996 10 n:adl447 milbon muwtes Grolo1h m &lob&l U'ltlic bas oonuoucd. rucbmg 9~1 nullion msnutes 1n 1997, ICCOWIUII,I for apprnom1tdy ) 4%ofTclc&)obe's ICtll U'lfllc 

~ table below prowla lhc number nf paid nunuu=s of tliiU'I\&Iloftal tdq>banc calh lwtdJed b\ lhc Corporwoo tn lhc WI ftve )UR (outbouDd, tnbowld and &Jobll) 

Telephone Traffic 
Outbound (Canada) 
Inbound (Canldl) 
Global - ............................. . 

TOI&l ................... . 

1!97 

1.112 
737 
951 

2.800 

For tlw Yur Ealkcl lka.~r Jl, 

'"' "" )99~ (uaaudltcd, •ll!loo• ol al""1a) 

915 
671 
447 

2.0)) 

191 
603 
Ill 

1.6 14 I 469 

)99J 

761 
\()) 

)9 
I 30-1 

In the pcnod from 1993 10 1997, OUIJ!01118 tntllc from Canada tncrea<cd II, 4S "' .. "hcrUJ mcorrung tmllic mcrused II, ~6 5~~ ~ rdati'~ proporuon of outaotrt& uatric 10 toW tnfriC ckat:a<cd from sa ·~· to W ~. dunngthc sante pcnod due to tmpOfWII lncn&JCS Ill the \'OIW11C o{ &Jobal O\'CI1C&IlnftiC 

The Corpontuon bas an tni.Cmatlonal nawor'r. lin!Unc approJumltt l! 140 counLnes and tctmones that rt 
beltt'\CS tS one of ~ DlOSt ClCl.tDSJ\'C ln!.CttOnuncnul fachlles-bued nct\0~ amona North Amcnc:an c:amen The Corpontoon pnMdcs ~ tclcclommnnK:IIIOCIS ac:rY~Ca tncluchna \"Ot«, dall. Internet and •'llluc· 3dded scmces. pnmanly 011 a wholesale baw. to ~ 2H camcn and Internet ltn'tCC pfO\'Idcn tn 0\tf 140 countncs Teleglobc's ~"'~r'r.. wluch connccu to vlnually ~ry <:OUnuy tn the wotld. t.ncludes tnteresU '" both the fNTELSAT and INMA.RSAT llldlli.C S)'1WIIJ as \Odlas 1n IIJ)pniJUmatd} 100 Wldcnca cables tnd udtnll such S\ilemi u Globcsyswn Allanuc. TAT IVI l, TPC·S and FlJ.G Tbt Corpont.- alto o.."tU or bn~ acc:cu to t:tblc lillldtng wuons oa the Atl.tnuc and Paalic coasu or Nonh Amcnc:a as "ell •• $1tclht< unh stattons that ptOVtdc 1CCUS 10 ~ fm'EI..SAT, INMA.RSAT, INTE.RSPUTNIX. PanAmSAI and 0non lDiemauonal l&telltte nct,.or'r.s and bad-co-back t:onuectlvtl)' to US and CanadWt domesuc satdh!.C ~ Tbcsc openun3 faclltttcs arc coMCCied b\ flbcr.qx~c ltftb to the Corporlbon's tnlct'llallODal ""llc:lun& c:enten and lntcmct 

Jt;IIC\\a\S 

The: Corpontoon bas opctaUD& qrccmct~U and rdauooslups ,.1tb DC&tl} n'U) ~ mtcmauonal 
tdccommurucauons camcn '" lhc \Ootid The Cocporauon·. Comp t:oirt"""*"" tndudt nauonal PlTs tnrumbtnt cam•n and emcrpnJ can1tnt roc:ently esutbhsbod as 1 result of the clerciJII)auon of telcc:oruntuntcallom na.ukti.S · 
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Tbc (OII0\>111& tlble t.ndJc:ates the rclan\-e amporwxx of !he ~- flom c:acb c::atepllY of ICI'\1CI:S an !he p&S1 

fi vc yean: 

ConJOildattd LD~ Data"' 
Re--enucs 
T eltJtlobe Commuruc:auons'" 

J?91 

Telcpl\onJ Canada.............. $1.078.390 
Telcpbony lnt.cmauonal ..... 776.281 
Transnuss1on and Data 
KI\1CC$.................................. ... 106 01• 

Total TeleaJobe 
Communic:auons.............. 1.960, 74$ 

TtleJ)obc World MobilitY') .. 
T deslobc Entetpna ... .......... ...l1l!U 

Total 1 987 ?18 $ 

I P!6 l!t\ 1994 
(Ia mc.natb Ill CDNSJ 

s 1.063.$S4 SI . IIO.lSl SI.12U36 s 1.132,G-I-I 
3911.241 172.613 13U88 109.72~ 

Sl ISS 39929 26 814 23 H4 

1,"4.9SO 1.322.794 1.2&6.4)8 1.26S, I22 
19.016 2Ul0 28.1)9 26.273 

.li.1.U .l2.m j2.ill l.l.ill 
~~~~21~ llUJI2 S ll~ ~~~ i IJ~gg-~1 ~ 

(I) As ll Janlllty I. 1997,1bt Carpcnuaa adopt«~ a poUC)' of aqrqauna Ill telephony l'<'mlua on a buMcss Will buu 
IIUioCad of a lq.ll alii!)' boAs. UDder lbc busUas urut bam. a.dqllloay ,.,...,_ ate oqrq.aiCd u to T de!>!-• 
c.n.d&, Tdc!>i-Y IALCrllal.-l cod T,..,..,,.._ a Dala ScM<a wboch "'Sdbor campn1e the Tclqlobe 
Commwucauoru ocmcca, Under lhc lqal CIIU!y bula,ltclcphony .......,_"""" clallUII\Uihcd 1J to RCJ11Iatcd J':M(a 

and NOCKqulaud ..mea. As ll SqJcanbcr JO. 199?, lbc Ccrpcnuao ra&alecllbc ruult• o( opc:niJalU of the former 
Insurance Sysum> buaDas 111111 u a "claiCOII!IIIIIold apmoon• 111 lbc c-ltdllcd t- and lbc Coouohclatcd 
ChanieJ U1 FL!\IriCw P011Uon AJ a I'CIIIII of o- cll.oDaa, at IMY be clilllcull 1D """'''l< Ulclavaclwal (ananc,.l claLI 
-l.all>od b<mn ,.,th hillancalliMnaal cSa&a. 

(2 ) Telcpbony JCmCCS ate IWitdlc:cS ocmca ...........S U1 CIWI\IIft oJ anlfac wba'cal TtlUUml- cod DoLl ICt\'IUS ate 

nart-SW!Id\ed RI'VIW 
131 AJ ...... 11 or lilt a!< orlbc Ccrpcnuao' a ~- UIIOB Mobile c-nnmaca•-•ltlc .• opcr.uoou ID Suatos 

Warclcu Inc an Ota.obcr ll. 1996. all reva>IICO ore ao kx\a<r """""'ted for u n:vmuc oJ Tdqlobc W011d Motnhl) 
lint.< thai clllc 

Principal Markds 

The Corporauon has IUUC'tllnld tu ftllooal openuons 10 be maNJII>d locally. wbl.lt bc:ndiun, from ccntr.aiJzcd 
linancull. netWOrk. information technology and clevelopmcnt &er\1CU, and expecu eacla such opcrauon to be 

profitable Tbc Corponuioo cntcn oew marlc.eu pnnwil) b) hinn& urpaacnccd local pra(cs...-1.1 wbo 
undersuncl the relcvana nwtceu TelesJobe conunucs to enhanc>e au &Job&l netWOrk b) onYCSlrna tn IWitclun' 
facihues and llddin& access poants to tiS J)obal network backbone w~ aqulatOI)' reform pcnruts and tn1£oc 
\'Oiwnes Jusufy such amuuncnts. 

C<UtJJJIJJ. Tbc Canac!*•n marltct u uruque bcausc Tc.leJ)obc C&nac!a pi'O\'Idc$ CJtc!IISl,-el)' CI''U'SCa.S. w 1104 

clomcsuc. long dJJWlee JCJVie>e an C&n.ldA In ac!dlUon. because of the cl- ~pluc proxurul) and CJUstrn& 
anaerconncaJon between !he doiiiCSilc long cll.Juncc c:arrieB In the Urutcd Statci and Canada. Telejtlobe cSocs 1104 

pf'O\idc long datmoc scn,e>e bmoeat !he Uruted SWa md Canada In ac!clauoa. the Canac!11n 11111kel " ddJc:rcna 
from other 11111keu that TelcJ)obe ICI'W$ pnmariJy bccaUIC of TclcJ)obe Canac!a'a cxchww mandate Thu 
cxclusn-e mandate, wluch will end u Ill Oc:tobct I. I 998. bu (OCUJCd !he Corporauon on a wbolcalc role .. ,Ill 
\1nuall~ no dum aa:ca to 1o1e cad_... 'T1ua dcRplauoa u cxpecud to cn:au an opponwul) f01 !he 
Corporauon to broaden Ita CUJtOma bue to mcludc busincacs and rcwl CIOIISiliiiCR. As a rt1UII or TdeAJobc 
C&nacta'l CltdtWw manctne &lid the hi&hJy RJ!d•cd Crnac!a•n c1ome$Uc ma4c:1. 1bc Corporluoo'a ttt'lll.llllllOII 
costs an Canada and cerWII Oilier cosu were biJber tlwJ !bose of US tntunauonal c:amen The Corporauon 
belaC\U !haL u the C.ntdian tdeamtmunlcatlona marke't becomc:t more oompc:iJU\'e, Tc.leaJobe CaNdl a.111 be 

able ao eduC\-e llpilicana <X* reductloas pnnapally by MJ"'•I'~nJ I~ lt:t'IIUnauon a.ru Tbc Corporauoo al., 
uuends to cl.verslfy Ill proclucu and clteot buc on the Canacflln multet 
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Urtlud Sz.ra. Cruu:d Ill 1994, TckaJobc USA lac C.,.deJlobc USA•) IllS 1 full am~ of operaun, 
aulhonucs from the FCC Tbe bccua puu:d b)• lhc FCC allow the Corpoi'IIJOn to pciiW'IIC lhc three market 
Kpnen!S of camc11. busmniC< and OCIIISUJIIen Tclel)obc USA hu bwll an snu:mauoi\IJ f\\11Ciung cemcr and 
Jnu:=• pu:w1y an New Vorlc Cuy and 1 po<nt of pracocc an Lo6 Ansclc:$ l'hnlulh lhc tr&NaCUOn ""h 0>-«t 
the Corporauon hu now an c:xtcnsh~ U.S. domestic DCIWOfk Set •Ra:cnt Oc\'dopmatu• The U.S market u the 
~o~RJ)c most amponant tclccommwucauocu nwtet tn lhc •-orld and rq~rc:scou lor lhc Corporauoo a n.at11111l 
QlCGSIOD of IU ~ Smce the U S awUt IS &pprOXlllllld)' ~'a! UIDCS latJtt than the Canadian nwUI 
C\U 1 IIDilJ pm ID IIWUt abaft nptailU llplificant I'CW:IIUt opponumun !or the Corporauon In 1997 
T dcJiobc hu cntcnxltoto qrcc:maua ..,lh Bd!Soulh.. Amc:nJceh. SBC and U S Wes~ !or 1 Home COWIIJ) OtrCC1 
1Cf\1a 'lid IISJICld busUica diCtlll ~Uc:h u TIIIIC Inc., Donna K.uan lotaniUOnll lac and Nev. Vorll UnJ\'Cnll~ 
lor a ponlon or their mla'DIUODII tcloc:ommwucauCM'IS nocd.l Tdc&lobc USA hu alJo dc\'Ciopcd and Llunchcd 
producu such u an IDICI'IIIUGIIII IOXXX KMCt l&ilcnd 10 spca& c:tluuc oommwuun tn Nc.- Vorll Ctl) 

Utdud Kill,._. In Auplll 1995, TcleJ!obc (UK) l.muud (.,.clqlobc IJK•)rtCXI\'UI a resale IICCIUC and tn 
Oe«mbct 1996 &D lllla1laliOD&I fllr:W~IU~ ._that pcnlllll II 10 pnMdc lnla'D&UOOI.I ICJ'\"'CU tn the 
Uruted Ku!gdom USlJIIII.J own !Kibun These lac:eun CDIIbk T dqlobc UK to addtu.J all three nwtct ~gmcnl.l 
Tclcalobc UK hu bwll 1 IWIIChio& c:a.:a Ill Loodoo wtUch ml)'- u a bub for European clcslln.auons sn the 
fururc. Telcglobc UK bu also CSI.Ibllsbed acceu 10 the CANTAT 3 cable from London and CSI.Ibhsbecl an 
tniUCOMCCUOn IIIOCIDetll Wllh Bntisb Tclocom In 1997, TclcaJobc UK WU lwanlcd 1 COniiiCIIO pi'OVIclc luah· 
speed access 10 the aJoballnt.cmd far Super JANET. the acaclc:mlc ~'011c of lhc Urn 'II Kaotclom's Eduauon and 
Rcs=Jdl NCM'Orlw\J AJJOatuoas. Tclqlobc UK also oC'cn to UK CW!Piftk •1 • a:pc:cuJ aca:ss code 1Cf\1De 
ssrrulat to the IOXXX ICIVice 

G~. In 1996 and 1997. TckaJobc GtobH l'tCXI\ul 1aocnac110 O'MI and opc:tlltc tranSm.Wson lacdtucs 
and. dl"eawc J&nll&l')' I. 1998. to pi'OYidc pubbc IWitcbed telephone IICfVKlCS (tntemauonal cllrca diSI&ntt cllahn~ 
or ·rooo- sen1cn). h also l'tCXI~ one of 1 luruu:d number of acceu coda for '* sn oft'cnnK such Kn1c:es 
Tdeglobc GmbH hu tnsWied 1 IIWI!cb In Prankfun. It hu a!JO obwnc:d aa:ea to lhc CANT AT 3 c::abl< Iandin& 
1n S>h throulh amnJCftlellll Wllh Ocuudle Tddcom 

FnUt«. Telcalobc Prance SA S ("TdcaJobc france•) opc.ra1ts JIW'PI&DI 10 llbctalwn,c lcpslauon ,.Juch 
alkl'< • n to p1'0'1clc claqulat.c:d ~aV~cn and hu pnldul& an app11cauoo 10 Pf'OYI6c mel u.scr •"OtCC t.t.ltphoa) 
SCI\1C::CS. Tdqlobc France IIJDCd. ID lhe COW'IIC of 1997, IIJCCITICl!U Willi S'Xsttt f"""'K de l'lldle>-ltlcphonsc I 
French GSM mobile operator. Omnlcom. an cmctJllll camcr 1n the btwncss ldccomrnurucauons market. and 
L~oniUusc Cable. a French cable lnu:mc:t proviclc.r TdcJ)obc france also filed an apphcauon to obwn a hoerue to 
pr0\1dc S\\1tchcd \'Osee 1Cf\1cn, wlu.ch ,.ue clcrcJUiated on Janlllf)' I. 1998 

Hong Eo"l· TckJ!obc Hoag·J<oaa l.t1111u:d bolcls 1 pubiK ._-act .... ,.., ldccommurucauons sen1cc hoeruc 
for lhc pi'0'1SIOn of ,,nual pnvatc 11Cl10'0rll SCIVIOC tn Hona KOC1J 

Jgp<m. The Corporauon has CSI.Ibhsbed a subsld.w) . Tcleglobc Scn1c:cs Jap.:ua CTSJJ, "'hlch wu gnnted a 
!>pCCial T)pc 2 hoensc on March 3. 1998 10 pi'OYidc tnternallODII \'OICC telephon)', Internet. and olhcr scrvscc• over 
lt<tscd hoes TSJ 1$ ID the proc:ea of CSI&blislunJ I IICIWOfk CICDLCf ID Japan which II CxpcCIJ 10 be opc:rauoi\IJ ID 
the second hall of 1998 The Corpot11Uon &110 mtcnds to procure a Type I license wlucb »111 pcnnn 11 10 '* 
o"'11Cd submannc cable cap.aty to Pf'OYI6c ICMCa onJlnaung and u:mun.aun& 10 Japan 

/)mM~Uk. Tc.lealobc Dannwt SA IS aulhonud to proYide \'OICC and lllltnld tei\'UICS sn Detunar1l sut.,c:ato 1 
lughl~ hbctal ldccommwucatJOIIS aaMc TdeJiobc Danmarll and TclcOcnmarl. SA lhc tncwnbcol nauoi\IJ 
openuor. arc pruc.nlly tn mec1w.ton before the Nauonal lltJ!Ulalol) Aull10111) ("NRA "l to cmbhsh a le&Kd hnc 
rotc to hnk faclhucs located in Copcnbqcn with the CANT AT 3 Llnclln& at BlubJal; 

NnlorriMtb. The COI'pCII1Il>On through I sut.ldw) , Tclcp'tObc 8 V (Ncthcrland.l) hu reJU.AUed u an Aruclc 
11 KI'\1CC pi'OVIdum the Nctheri&Nh. wluch authonus1110 ope1111e u a faclhucs-based tntcmlluonal earner for 
\Otoe. lnu:mcL and other tran\c 



Spililt. The Corpcnuoc lhrouah a PiM•d"'>'• Tdqlobt IAienlabcm&l Cm.m"DIC':Jhons SA has obwned 

authonz.auons to pt'OVIde 1.otemct and c:awn oCher corpon1e commWUCIUOIU eervu:es and has pending an 

appbcauon to provulc closed wcr poup seMCC:S T1lc Corporauon IS aho Mdin& 1uthonl)' 10 pro,1dc lhcsc 

la''ICICS USlOI its OWD IUbawmc cable capK~I)'. 

/Wy. Tdqlobt ll.lha SpA bas oht•uwt ~to proYidc dosed uxr poup. lnumet ard c:ctwn oCher 

c:orporue CW!!mn•k:er~®S taYICICS llld bas pclldul& an applnt- 10 proYidc \'OICX ~ ICt\"k es It aiJo 1w 

an otli« 1n MlWIIIId u m1bhsh1n& 1 -rt opcnwoiU c:cotu 

Mattcctinc and Product Mu~JaDa~t 

The CorporallOD IIJ\ICIUrcs iu lll&lkcwla dl'ons m the roUowtQa Ill< rep1C11 I '&Dad&, the Uruleld Swes. Laun 

Amcnca and the CaribbraD. Ewopc. Am·Plcific and ROW (r= of the ...,rid) The Corpon uon's Blob&l 

ltiiiU:un& and procluc::l meno,vnrntllralq)' IS 10 ckvclop and oiJcr I W1dc l'lllfC or products WBCUDI! lhn:c nwn 

lll&l1a:l sepuc:iliJ <c:amc:n. boP 1 and conmmcn) m each rcpoct The Cotporauon martds u.s products and 

services lhrouJh I ales rorcc of IIIGR thu I) S pcriOIII localed 1D lliCn than 1.5 CIOUDU1CS. U ~II U lluou&h 
&JCDLI and rudlcn. 

Cturiw M,..,_ Tde&Jobc's a:wtcduJ& IU'&I.cJY addrcucs the JPCCific aced~ of camaJ Wllh WBCtcd produc:u 

T1lc Cotporallon bas bJAorical bila1craJ rdatloDslup~ wilh IDOII PTTs &IOWid the "orld and has been cxpandlnJ! 

tbcse pn:!ct'CDIIII rderim"dp bc)'OIId the ll'ldiDOIIII cxrluln~t of tdepboDc tn1l'ic by otl'ctu~~ 1ncrcucd nerv.m 
CIOIIDCCIMty and scmc:e opiJCXIS SIIC:b u diJital tnns~t - Cilobaylu:m Atlanue and Globclnlcmct ICI\'lClC$. 

~ CJihcn. To enable ocher cveb'lthed c:amc:n. SIIC:b U RBClCJ and Canact11n camcn. 10 prcM!Ic lniC1111UOnal 

tclcc:ommwllcauons sc:mca. the ~ 1.s a:wt.c:wl& Ill alobal cmncaMty ClllnlOined 'Mih platform seMCC:S 

such u Home Counuy Du=. IDDD and opcti10I' handled le"'ICICS 

Telt&lobc 11 also llddresstn& the occd.J of cmctJUI& carricn 1n nwkcu .. 'OtldWidc u lhcy llcrcgulatc Toda)'. 

Ttlc&Jobc provides J1*1 Q!Q'*'MI)' - 10 ,_-c \han 300 Jlot.i camcn, JUppOruna lllclr basic lnlWIII- occd.J u ~ u prcMdlna valuwddcd plalfonn-bucd Jen.'ICICS suc:ll u collect calli!\&. an·~ 

Opcratot·handJcd SCMCICI, calllJI& c:atd& and toll ..free ICn'lctS 

Basilfns M•r•d. Tdc&Jobc markets direct acccu 10 ln~tmauocal tdecommunrcauoos SCtviC:C.S 10 lUBe 

mulunauonal busmesses and •nllltuuons an compcouve nwlccu, such as the Urulcd Stai<S. Canada and lhc Urutcd 

Kmgdom Tclc&Jobc wscu pnmanly muluoallonal corporauons ,.,lh sJpUiiClllt falUJremcnll Cor m~mauonal 

tdccommwucauons KtYic:cs. The Corporauoa otrcrs these busuxsscs and IJIStltuuons <ompctm,..:ly-pnccd lugh 
qua!Jty \'OlC:C and cilia tdec:ommWUCll.lom ICtWD 'fbe ~ aiJo IIII.Cftds 10 I 1&IUs 10 buJ1neutS and 

lnstiiUUOilS ID oCher martas where II bas the appropn.11C llcraua 

c- M,..,_ The Cofporallon bas cln>dopcd and U se.lectlvdy nwkctlo& VInOUS produciS 10 elhtuc 

consumer sroups and rcsidcntial and small busiDeu CIIIIOmcn 1n compcUIM: ~cu. such as lhc Urulcd Stares 

and Canada. Tdc&)obc is Lar&CU%11 ctluuc CIOOPI!!IN IJ'OUPI ID paruc:ulat bc:clusc the) BCnetllll) luovc Ilea\') 

mtemauollll callina pjii1UIIS. are recepllvc 10 dl&l &IOWid producu and can be rcac:hcd lluou&Jl Cocwcd nw\wna 

For cJWDplc. 1.bc Corporalloo iolualed an intcm&Uonal dial ..round produa tallorod 10 lfiC<ClliC elhtuc goup51n thol: 

New York mcuvpohtan arc1 11uJ tamp&Jpl. which was IIUUII.cd ID May 1997. bas PICa'lfuiJy crcaiQS ova 2 S 

fllllhon tlllnUlcs of ua11'1C u of Dc:rcembcr ) I, 1997 Tbeee produc:u are matkeleld lluou&Jl ~IS. rcsdlcn duca 

rnatUI.ers and ~ ln S jA lor 1997. the Cotponmon crpandcd 1u consumc1 nwllwna droru 10 

adcll110111l locmom and JI'OUPS and added a prqllld calhn1 card PfOI1ID1 

Producu. Tcle&lobc'a produa ponfoiJo has ll17Wfl from buic vo•c:c and cilia llaNmlwon sc"~c:ca otrcrcd 1n 
Canadian camera and luruled uansu sc.Mc:c.s o1fcrcd to com::spondcnl earners 10 more \han 30 vanow prodUC1 

current!} ofl'crcd to camcn. ~and c:onsumcn l>ata and lniA:mct· rclalcd producu luovc been an10n11 1h 

Wksl ,_,n1 ofTelqlrabc's ptodaa a!Jcnnp 
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The followma u aiWIUIW)' of the Corpcnuon'' CUlTtlll producu and the~r WJC11l1&11cru 

ProdMCJ ITekt:lol>s b[Ud pupcl 

A TM Setv1ces (GioblA TMnA) 
Broadaul 5cMccs 
Cvnct l...c:ut 
Conca Ca.Jrna 
Dopl&l Transil ScMce 
Frame Rdly (G/t>Hfram~rw) 
Global ~e .. (VHCD) 
Globd>orea (l}X) 
Globd ndJrea ... (UX) 
Globd.tDC (EDAl. : ExpaDdcd OIJ'C:Q Ac:c:css l.tne) 
GlobePCS,... (Wudcu Scmcc) 
Home Counuy Direa (Canada Donet, Hom~ Du••ef) 
Information Scmces 
INMAR.SAT ScMca 
lnl'l Doro:t DISWICe Dialina 
In!' I Private Unc (Gioburnomrw, Globcsctrw) 
lns'l Toll.frcc Scrvoc:c (Giob•liCCUI8oonA, Glt>H800"') 
lnlanCI Bacli:bonc and Ac:c:css J91obllnt~nottrw) 
ISDN SeMces (Giobcacuu& ) 
PxUt S,.itduo& (G/obcd/M ) 
Plod 800 
Ptepaod Cud 
S,.11ehcd TI'IU\SII 
s .. uchcd TI1UISoiiSDN 
TelfBI'tdJe 
T clcx/T clegraph 
IOX:XX (10609) 
Traruatl&JlUC Cable Scrvoce (Giobci)'SIIIro Atlanllcrw) 
Uru,-crallnr1 Frcepbooc Number (Git>HIIDO UnTWnolrw) 
Vort\1.'11 Pnvalc Networ1t (Giobcocctuo.,./"1 

c •• .,. 

X 

X 
X 

X 

X 

X 

, 

Ttrrt1 MtrkCJ 
h •htm 

X 
X 

X 

X 
X 
X 

X 
)( 

X 
X 
X 
X 
X 
X 

X 

X 
X 
X 

X 
X 

Ct !T!fr 

X 
X 
X 
X 
X 
X 
X 

X 
X 
X 
X 

X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 

X 
X 
X 

ATM Mni«s. ATM 1aV1CCS. which are sold lltlder the GlobeA TM bnnd. pnMde Ylnual p0\1IIC lone teMca 10 earners and lmemet SeiVICC Providc:ra eonncc:tod 10 Tclcglobc'' A TM rwnches on Nonh Amcnca and Europe A TM penruu \'OOCC. data. video and mulumccba 11pb 10 be llatWIUn.cd ~~muJWlCOU&Iy bc:twcm nen.orl aocoes.s poonLS 

8r0<1dcut Srrvl«s. Tbe Colpomloa provider a Wide nJliC ol IJIIa'D&UOGil V>dco llatWIUSSIOD terY~c:ca T cle£)obc'$ n.'TE.LSAT AIJIAIOIY S181US and &1*1 ~ al UldJJ&c tanh 11W10GS and 1n1110CCa1UC cables enables 1hc Corporsuon 10 U'allllllil full-umc broadaul cban.nds and oa:apon&J usc ncwJ a.nd rporuoa C\'a\LS lli'OIInd 1hc world DoJ11&.! video KrVia:s are atrend both Ylll&ldltu: a.nd oYU libc:r opoc cables ""'tit new ldcvuaon s"11chtng c:cnten tn New Yortt. Loodoo and 1..0$ Anceles for CUSioma 1nletCOnnccts Tdcalobc olfen ac:ca.s 10 a "1de ~e of wdlnes •ndudul& INTELSAT. Onoa. PanAmSaL lN'1"ERSPt1T'NN a.nd Tdcom lA 

c.,,,, Las•. Carner lcuc SUY~cc Is !be le&riDI of !be Corporauon's (ICtlllles to P1Ts or tiCiloucs-bucd arne~ Cor Ill< PMI'J'OSC of can)'1Jll publac ldq>bony and buADCSI&e:Mct:S bc:twcm noo IUIIWI&I COUJIInCS 

Collt<f C.Uibtl· Inbound eollca service is an easy methccl tor onlcrmaoonal cu.nomc:rs to call collcc1 10 Ill< Uruled St.tlcs Taraelod 11 c:amcn &IOWid the world. this terY~CC allows an O\'U1CaS calkr 10 UK an IDICmauonal 1011 CTtt number 10 rcacb an opcra10r 1n tloc U.S • a.nd P'- a collca call 10 aU S ldcphone IIUIIIbu Clw~ ,.,JJ be: boiled 10 the c:allod pany on tloc Unl1od Slates a1 a compeuove tslt 
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.. 
Di,t/DI TNUUII Snvlt¥. DIJIW transit sen'ICC 11 a tOSI<frccuvc transll semcc wbctcb\· a c:amtr sends ~ 

JlOMIOD or liS lnlen\IUDnal tramc 10 I ftnal desun&UOO VII Teleglobc:'s network 

Frame Rt/4)'. Globc:framc"' IS Teleglobc:'s (Tame reilly offenng nus advanced bandWidlh-on-clemand SCf\1CC: 
proVIdes luJh speed. reliable ODMCCU\l~' around !be world h uansporu WAN-WAN oommwuc:auons 3t spea1s 
rangmg from 4kbps 10 2,048 Mbps. Globc:tramen • proVIdes a musueal muluplexmg c:apab1h~ for cost-cffimm 
bandwldlh Jlwin&. 

Globlll ~· Global Pulage 11 an access product cbagncd to alloY> camen "-orllh>1de to enttr IN 
mtemauonal tnlveltelecommurucauons marlcc1. Global Pusaae Is llmed 11 all camen. from csubhshcd P1Ts to 
new emergma providen, wbo ~ Wllble 10 offer Lbctr tra\'C!in& a~aomcn !be ab1IUy 10 use telc:commwuc:auoru 
seMccs utilizing Home Counuy DlteC1/Jntematlonal Toll Froe Service based aa:eu methods nus JCMCC enables 
1be earner CUSIOmer 10 ba\-c lhdr OVo"D br&llding and JCJlpiS wllilc IIJUig TelcJ!obc:'s rum ~· soluuons ,..h,ch 
pro,ide the product, billing and h\'C opc:nuor assuuncc. 

Globd>ire.r". GlobeDii'CCI"' 11 TelcJiobc's m&ln bu1c product wlucb oft'en dJrcct lntemauonal outbound 
c;alhllJ ('Do.al • 001') from a Ur'tcd Kin&dom (pnm&llly London)· based c:orpoBte office 10 IN Rat or IN World 
(ROW). On belo.alf of the customer, Tclcglobc: will esablub a loc;alloop from the CUSIOmer's prcnuse denwrc:auon 
poull (OeiiWl:) 10 TekJ)obc lolemauonal (U.K.) Unuu:d LondoD IWl1C:h II TcJc.bousc. Loc:al loops "'II be 
prO\odcd by a U.K. loc;alloop provider. Globd>uce!., fe:alUfCS include; four· cbJIIIalOUIIIJng r.:odu. one-Reond 
rounding per call. oompcdtive pricinJ !or all time periods, fRic local loop c:oDIICCUOD from the c:wwmu's Deman: 
10 Teleglobc: SWitch and monthly Call Detail Records (CDJU) clellvctcd VII paper or dJskene 

Globdnllirccr". Globdndii'CClsw is a service which allows business custOmen, wbo do not h4\'C a dJn:ct 
connccuon to Teleglobc:'s faciliuc:s. 10 ICiCCSS Teleglobc:'s .nctwon by chal-t1f.. an aaas code. and on some cases. an 
aulhonzauon code, 10 place national and ln~m~~tlonal c:alll. GlobelndJrect Ccat\ll'CS tncludc I Reond b1lhnl!. ) 
dlJlll II<XOWIUIIJ codes; paper. mapcuc t.tpe. chJc. or CD ROM biiJm&, monthly volume/call comnutrneniS (to 
retmbune autodialer cost) 

GlobeUnt"". GlobcLJne~ proVIdes acc:cu to TeleJiobc:'s world·rcaclung \IOICC and Globc:lntemetsw ICMCCS 

for inlUTWlonal bnsi-. IJCDIS.. resdlers. or c:a.mas In couniJlcs where Tdqlobe docs 1101 ba\'C a .,.,cb 
!acoin)' More spocitically. GlobcLtne,.. sc:Mcc combmcs an intemauonal pnvate lmc (0'1..) "1th Tcleglobc:'s 
outbound lntcmauonal DII'CCI Duunce D1altna (!DOD}. tnbound ontcmauonal Toll Free Scf\,cc ( ITFS). and 
Globc:lntemcr'" Jef\1ces. 

Globei'CS"'. Oc:\'doped !or !be wuc.lc:ss nwtcet. GlobePCS"'ts an tntemauonal f03rn.tng s1gnahn~ convcrsoon 
Stf\'icc wblcb allows GSM (Global System for Mobile communicauoru) network opc.ntors to olfcr rmnun.~; to and 
from Nonb Amc.nca Tlus sc:f\1cc bu opened the door to more than 75 "uelw ncr,.-ork operators worldWide 10 

"hom Tcleglobc: now plllru co propotit other tnnovauvc JCJVICCS. 

HolfU Co"lti7Jt Diu«. Home Counuy D1rect 11 a 1011-froe lCfVIOt rrw1cc1cd 10 a earners cusaomcrs &ra\'dtnc 
o'-cneas wbl~h allows ICCICQ to a U.S. based cnbanocd KMCCS platfonn or operator center for the purpose or 
placmg calls 10 !be u.velcr's borne OOWl1l)' USIJI& 1 propncwy loll·frcl: nwnber assaJDCd to TcJcglobc: HOIII'e\'Ct, 
Tcleglobc: is UIUI8 its o-..n Home Counuy Direct numbers Cor acc:cu to the Corponotion's wholesale and retail card 
seMccs. and m some cases fur Inbound collect JCMC:C. Ill Ca.oada. Ctur<Hi4 D•recr and /Jomt Dtrtct telephone 
Stf\OCCS provide direct ICCICQ 10 Canadian or fon:lgn telephone opcmon. u the case may be. Cor people travehnJ 
outside of their bome cowuncs who wiJb 10 place oollcct and crcdu card calls 

ltiformlllitHf Snvku. TdcaJobc: mak.cs us DefWOrk: available 10 tnfonnauon pi'OVIden wbo otTer Jo,, and 
antcraruvc VOJC:C and dala tnfonnauon semces that allow usen to aa:cs.s votcc m&ll. dat.t ~ or 1""' opcnuors 
Cor emenamment and 1nformauonal type JCMces VII the Ji'S1'N 

INMARSA T Snvka TcleaJobc u 1 wholesaler of 0\'C:neaJ tdccommwucauons JCMCCS, olfcnng mob1lc 
commwucauons on land and 11 sea. Tdcllobc: c:111 tenmnatc calls to loeauons 1n the most rciDOIC p3ru or the 
world. as ,.,II as shlps 11 aea. via the Corporation's INMA.RSAT roull:S. 

. 12 • 



.. 
------ -·------

/lfl~miiiUmtJl Dlr«t Dllwt« DitUbtf. IDOO is I basic savla: thai allows COTJlOnlc CUS!OinC~ 10 place dm:ct 
mtemauonal outbound c:aiJs 10 approxnna1cly 240 COWllnCS and 1Uri1011cs &niWid the world 

I~ l'ri"lfiiU LUte. IPL lltf\1CC allows corporatt CUSIOmers wnb ovencu otru:cs to coMCCt !hear 
tclec:ommunicauons DCtWOits lhrougb a dcdlca!Cd. diJllal potDHD-JIOUll arcuit U~en can tntcplc a number of 
applicauons on thls si!lllc blJb~ liDk. loc!ndma wi.cc. d&l&. lwzimllc, lllaiiJln, &Del •iclco con!erenong 
IPL consisu of Globcstn:am (cable). Globc:sal (Aidl.itc) and !be 1000 10 be uuroduced Globe IML. wlucb will 
pfOVIde CUSiomcn with !be com'I:Jiienoc of a fially manapl cnd-«Knd JetVicc 

1111~ ToU-Fru s-1«. ITFS lslllCd 10 Clllblc c:ania1 and radlcn to 8dd ITFS to tbc:lr 17"11 produa 
portfoho by branding Tdcglcbc'l ITFS as their own This allcrws their olllomcn 10 n>Ct~vc 1J1C011U111 toll·f= calls 
from JdCfUid antcmaUonal locad0111. In Caoad&. !be Corponl.ioo marla::u lhu lltf\1cc under two brand lWtlC$ 

Glob<~ss8()(JIM &Del Glob<8()(JIM. Camcr:s may also usc lT'FS 10 provide c:ud-bucd IJCMCCJ 

lr•t""<l &u:lt.btHJ~ 111111 Accar. Tbe Globdnlcmct JCNicc is uniquely cltslJned 10 provide Internet SCMCt 

p!O'iden and arrim with coa<lfec:lh~ and hlJb pefformancc dcdlcated aa::csa coancalons to the lntcmct 11 
multiple speeds (64 Kbps 10 4S MOpe) via either iDtcnlauooal llldUtc or cable fadUocs. Tde81obc's status as 
INTELSA T Signatory for Calllda allows It 10 provide C:XIt:nll\~ CDYaqe. biJb pctf0111\111CC &Del c:ompc:ll!M: 
priang. nus SCMCC provides direct ~ to Nonh A.mcticau ln!Ctlld DCtWOits &Del ttUWI to lntemauonal 
ncrworlts 

lntqrlllu Suvlcu D;p.l /Vtttwonc (ISD/V). ISDN JCNicc allows domcsnc camcn &Del rcscll:n to 
•ntcreonnect wnb TdCJicbc in order to otrer cocl-to-eod diJilll dn:uha. 1biJ ICIVia: fearurc:a many ad\'&1\taga 
sucb as 11\CfQSCd rransmlssiiJD apccd. aa::csa to mullimcdia appUcations &Del tnlqrllion of •-otce, data and 111\IJ!C 
uansllliSSton. ISDN llaVICCS m also marlccrcd to btiS"VS#S 

Plldcct SwitdtiJJt· Globcdat is 1 paclccl SWitdlcd data aemce thai allows two-w::y data tnnSillWIOD between 
Cllll!ll and lllOR llwl 120 0\-mc:as dcst'n•tiom. G/obtdal lliJIPOIU many dilrcrcnt appllcallom sud! as 
documcnlllLion scan:bcs. soiTware dcvdcl9mcnt. data co11cc:t1oa. elcc:tronic mail &Del file trlliSfct 

PDiJ 800. Paid 800 is an inbound carrier JetVice that cubics u ovencas caller 10 aca:ss a C&nadwl or U.S 
1oll-frtt number for tndiuonal loU-free ICtVICCJ, auc:b u cus:tomcr scMcc tnquinea or placwg orders Whik tM 
aatlcr •s not cbar8ecl for !be Canadian or U.S. ponlon of !be 800 call. !be caller m1151 P'>' the fomJ!11 earner thr 
pncc for malong a regular international call Tbe com:spondalt camcr !ben makes a ldl.lcmcnt ~ymcfll 10 the 
Corporauon 

Prq><~ld Cord. Tdcalobe issues a propnewy calbn& c:std J)IUdlascd b) coi\SUIIlCn Tbe can! u thc:n used b)· 
1hc consumer 10 place and pay for Jon, dUwla: ldepbone calls Tbe coa of lhcac calls m IAibcn1aed from thc 
balance of dollars or mtnutcs that m associlled with !be caller's can! numbct 

S..-ircJt~d TriUJSiL Swucbed tranSit Is thc rouuna of ualftc tha.t clocs not on8Jnat< or tununa~e 1n CanAd.t ,,. 
the Corpomuon's facthues nus Is often used for ovcrllow traJ!ic &Del ttaffic between twO COWl!nes wtth no dlrcct 
racllmcs · 

Swllclt~d TriVUii/SDN. Swildled ISDN Trarw1 SCMOC 11 pnMded lhroup !be Telcglobc network S"11cbed 
ISDN Transn i.s pl0\1dcd to and from any camct with which TdeaJobc bas a bilateral wtermllDCICI.IOD W1th 
ISDN. camcn can rceogru.u: lluJb-cpced mctbod of colll1C:aln, computen or nei\OOrkltogcther. 1 purcl} ch8JIII 
means of comrnurucauon tlw uses !be CXliWlJ Lclepboot IICI'I>~ 1 way of comb1run8 >'Otce. datA. VIdeo and more. 
o'"'' tl1c same communication Uncs: u opportunity for carncn 10 le\'UI,IC lhcu ClUillDI tn>uuncnts on dt81!11 
tcdmologtcs and make money from 1bdr telepbonc: hnc:s. 1 fwcr repl..:emcnt for data commuruaouons commonl) 
scr\'ed by nonnaltdepbonc lines and moderns 110\< 

TrlcHrldgt. TclcBridJc service allows callcn to dial a 1011-frcc aa::csa number 10 complctc 1 e&U to an 
ontcnll1uonal or domCSIJc U.S number throuJb TdcaJobc WIIIIOUt baVIII& to clwlJc thw presubscnbed lon& 
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cbswiC:c pf01116cr The ca1lcn PlY for their Of'Jin'"'ll Cllls 011 Ibm LEC unucc, !bus dtiiW>IU'\IIhc no:cd for 
JCPUtie biJl.an& by T cJealcbc lbiS IIICJW:Ie IS ti1JCial pnmanJy &I hlp volume Ulla'III1JOniJ QIINWIICn 

Tda I T,..... Telex mad tdtplph are 1010 1PC ~ WijlOIIIL 7 IJDI ICM«S that penrut lhc 
U"'JJSSIIIUUID of ldcx mad ldqnuDs bc:rMa CUicla Uld apprDXlllllldy 240 0\'aXU ClOWllnC$ and ltl'ntOflC$ 

Tbcsc ICMCIIS are UldW to rc:acb-1nth uarc1aablc tdcpb • 11CtW011ts. 

JDXXX Known u •10609". this b a U.S rcsldentlaJ KMQ:, by wtuch U.S. c:u~~omcn can "dlal around" lhcn 
praubscnbcclllllUUaUOIW c::unu to tak:c ldvantaae of 1!le Corpotauon's lcnou Ullal\IUor\al rat« Calb at< btllcd 
to the calJ. (s monthly local pbooe bill wtdct lhc Tclqlobe brand 

Tr""""'-tit Cllilllt Scnoi«. Globcsyltcal A1lalwc iliDks Nonb Amcnc:a and Ewopc thtoulh no-o llbu-opoc 
lllldcnca cable&, CANT AT 3 and CANUS I, mlbiJq IIOOCI:. tma,t;t and clata to cross t.bc Nonh Allanuc 1 1 lpCCds 
up to lH Mbpls 

lhd-.1 JlfUntdMel li p'_N.-.. TclqJcbc IS 10 1!le procca ol CIOII\IDCI'Q&Jmn& Globa!IOO and 
U~'U'AIIOO, whkh are Qlldoas oll!le ClliiWII ~ Toll..frcc Scmc:c llw a1IO\ro I CWlOIDCIIO have one 
toll·frcc number wluch may be emessibl• ftoat muhrple ODUnlnCS 

V'llfUJ PriWIU N~ Gilt • 11-"' IS a ~«fined I'Mtchcd -ric that pi'0\1:la lhc fcaturc:s 
and funcuonali1y of e Jill"* ~ Wllboullhc COfl. cxpawc and tllaDpO'I"Cf reqwmnct~U normall) uu•cn•cd 
With a pnvau totcmll.icmal ~ m•n•pd by an todlvtdual CUSUIIDCI. 

The Tclqlobe Network 

Tdealobc lw built CM:r the put 40 yean an CXICDSlvc a1ot.J tdecommunlc:elloas netWOrk and nwnwns 
soplllnlcatcd information I)'StaDI whkh .u-~ oplmiwion, k:ul COli rouUDJ 1t:clwques and cxoll'lltzcd 
proccsnna fundloDJ. The Corponuoo'a ~ comblna awltlplc inluueuoaal IUbmannc cable and canh 
muons linked 10 A ldlhcs S)'l1aDS IISlDJ a~ 1UJC of moclcrD tochDolopes to hnk approJUCD&Id> 240 
COW!tnes and lmltoncs The ~ b IIIFPOfiOd by cactc:IISn, lllCIIUIOrUIJ and ICduucaJ I)'IWIU pnncpall~ 
loc:alcd at lhc tnlernauonal DeiWOflc opcrMiliJ ccntcr In Monttca1, Canada_ T c.lccom.murut:IIIJOns n-s~cms bclwca1 
Europe and Alia at< gcncnlly u.nclcrck\tiopcd and lhc a>'&1lebtlll) ol moclcrD libu opw: land lanes " ltmncd. 
"luch could &!', Nonh AmetlaD c:amm a paruculat aeosnPlucal ldvan~AJC 1n KMI\I &lobi~ nwlcru The 
Corporauon bdan-es that n:s lm'CSUDetlt 10 111 buac bac!tbont: ntn.-orlc 11 sublwwal l> complcu The Corporauoa 
also bcUeves tlw tiS naworlo. capstll cxpendmua 10 tbc IICX1 SC\ual )UB " ill be pnmanl)' dlreacd acnowds lhc 
straltJIC tnlpneD- of I1J ~ IIICb u bwldiliJ new rw1tdxs and 8ddiOJ cap~~QI) fOf WI pDWin& rout<S 
Sec "'Ocscnpuon of tbc BusiiiCIS - c:.pitll ExpaldltwU • 

8cceu.se TdeJ)obc owns its~ 11 11 aenaally- cjl;p .. ,;~,:n1 on othc.r c:amcn to hendle overflow 1111Tic 
The capaaty of TdeaJobc's e:xlst.ln& DCIWOrlc should eDible the Corponuion 10 eccocnmodate 110"1h an 111 bulmc:ss 
and make 11 less vulnerable 10 shono~ern~ lluctiWlons Ia pnc:wa ln tlddtuon. u a member of INTELSAT and 
INMARSAT. Telcalobc lw ttCCO:U 10 wholesale pnana for trulic c:amcd u> th<»e 1)"1cnu .Funhcr. bccaUK 
TclcA)obc's A)obal network as tltJiy ~loped. au futiiR' cepn•l and fanano:tna rcqwrcmc:nu arc c~peacd to be 
propomonauly less lh&n those of moa emuJlna cameu 

s .. 'hdiltr Fad/ldn. The Corpomton's SM!dwl& fxihucs tnclude uuemauonal rwltclun& cenlti'J cor 
"piCIO'a)'S") 1n Mon~. Sc:atborou&h (Ortlano). Bllllllby (Bnuah Cclumbul and Nev. Yorlc Ctl) , '"here oulpn& 
rraffic as rouiCd tJuouaei TdcJ)obc's c:ebk Of aaldhu ca:nh ltiiJOIU and 1.11001111n1 ualrac u coUa:u:d from such 
cable and saltlhu fadliuc:s Thea l'"ltdwl& CCIII.Cn UK Nonhcm Tda:om DMS-300, OMS 2SO.l00 and 
DMS-100 telepboac JWUda and other eqwpme:o~ __,, for baMhnc 1DW11&U0nal tratr~t Some or lhc 
Corponuoa'a IWitdunJ CCDt.cn 1.11e tlddtuoaal IWlldwiJ I)'SUI'DI and l:.ac:tlauca. IIICb u cManccd kMCXS 
plat!onns. ule>.. ft1CSA1C and pedta rwlt.clwiJ All of 1hac .,.,tches &r< d>JIW and can handle • number of 
rcl01cd funcuons. tncluciJnl nwn1cnancrr and IUIOm&lte Krvtce ri<IIOI'eUOn The tOft,.,.K '" Tclc•l*'• J,.,.ches 
provulu oonunuous and dcW1od fccdbedt about tncomtn& and outpn& tn1!lc 10 w Corporauon'• propnctal) 
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nerwori: ~~ software and to its billing JYS1cn1 '!be reporun1 ~ P"Mdcs dewlcd rcal-u~m ' -endor 
and eus~omcr usage reporu. which allows the Corporauon to IICdt the moR tOA<I!'eQJ\-t rouunJt or alll and 10 
target eustomers who rrught absorb incn:ued IC\-eb of uaftic '!be f~cthUes h.a•-e muluplc redundancotliO dccrcuc 

ohc ""' of • net\"<Ori: fl!lur< 

Tde~obc allo his or IS mstlllin& SWJ!Cbc:s 111 London. Frankfun and Paris pnll\llll~ 10 pi"'\•dc aa:css 1o 
addouonal tOWCCS of hip IDI.ctll&l.ioDa tra11lc \WWIICS TbciC sua usc NOI1hcm Tdo::om OMS-100 or MMCS 
telephone ~1tchc:s and Olhct cqulpmcnt DCGaJar)' fos balldhna antcrnauonal IJ'Ilfic '!be Corporauon plans 10 add 
"''aches m «bet sues around the world or 10 coavcn IXtWJI of lbcaoe lites 11110 ant.cmauonal gatC"~~' Such pLlns 
ancludc addmg IWIIches in Los AnJclt$. Mwni. Madnd.. Tok)<O and cctWD othu dues dunn1 19'18 

The Corporauon his routen 111 New Yor1< Cary. Los Alllclt$. Mooual. ScuboiOIIab (Ontano l. l'ctuwll l'oma 
(NO\'ll Scnua).l.akc Cm>1c:han (Britbh Columba&). VUICOIJ\'er. Frlllldun. Puu and l..onclon. and An.-1 rwuches m 
NC\\ York Cny. Montreal. Pennlnt Poaol (Nova Sccoa). I.Gndon and other cqwpmena ~· for handhnjt 
lnlctncl and broadband servi=. '!be Corporauon pllns 10 deploy addluonal routen and A 1M SWitches an ou 
ontcmauonal ncr;.-ori: 

Lanks bet"un the Corporation'sSWJtdlini ccntus and its Clble and Dldln.e IWioas ~ prO\~dcd lhrouJth tulh 
dJgual uansnussion fadliucs pnmarily leased. within .:a pva~ c:onuncnt. from clomc:$Uc amm 

WU.u Fadlllia. '!be Corpcqtion's Clbk Cacilitia iDdudc Clblc aauons and 010-nerslup an1=su and 
lndefcasablc !Uglll of Usc ("IRUs") in undmQ c:abla. '!be Corporauoo's Clblc JtaUons 11 Pmnluu Pom1 {NO\•a 
Scnua) and Pon Albemi (Brilish Columbia) Kl've as l&ndlna JIOIDIS for rnnatlaniiC and uanspaatic cable syacml 
respcciJ\-tly. The Corporauon usa the Pennant Poant Caciliry as the l.andut& IIIC for the TAT-9. CANT AT ) and 
CANUS I Clblc sysunu. and the Pon Albeml flcllny for the TPC-4 cable sy11cm '!be Corporauon his o"'TICTSiup 
ngbts or lRUs m about I 00 able syaenu and cable sqmcnts. for a loW at about 51.000 cable and satellne arauu 
on scmc:r as or Dcc.embet 31. 1997. 

The CorpoDuon his a 11plilicanl antm:ll an the GlobcS)'IIJ:m Allanuc"' Clble sya.em which compnscs lhc 
CANT AT 3 and CANIJS I Clblcs and provides the Cll'll biaJupccd supc.rluJbway bctwccn Nonh AJtKna and 
Europe based on lhe Syncluonous Diptal HJcrudly ("SDA ") tiber opdc: tcchnoiOI)'. Tbiny<aJhl onlemauonal 
1elccommurucauons carriers had entered m10 the c:onstNCtion and owntenancc ap1:1Cmcnl ror the CANT AT 3 
cable system As of Dccembct ) I. 1997. the c:&n)1ng value or 111 owncnlup antcn:st m lhc ~em was S22~ 8 
malhon The CANUS I Clble syaem as a pnVIIC Obcr-opo• undmQ able bctwccn Canida and the Urulcd Suucs 
dcsogncd and c:onsuuctcd by a joint ven1~m anvolvtna the Corporauon. TCI and Oplel As or December 31, 1997. 
the c:arrytng value of the Corporauon's a...-ncnlup anlctCIIS tn the sya.em was S10 I milhon AdciJUor&all) . the 
Corporauon holds a 20"/o antercst m Optd. wbich owns c:apiCIIy an the CANUS I Clblc syacm h.a\1n& a carry value 
of U.S S~ 5 mHIIon as 11 Dccrmber 31 . 1997 Sec *R.ccrnl De\-elopmenu• 

The Coi)XIrauon bas ownerslup antere$U an "'" tibcr-opUc cable sync.ms "'tb bi1UIChcs Llndan& on Canada. 1 
6 7% mlcrcst an the TAT-9 tnnnttlnUc syacm and 1 9.2% ontm:ll an the TPC-4 tnuupaafie system The 
Corporauon also his ownership intcrcsu an «bet cable I)'II.CmS an the Allanuc. lncllan and Pactrac Ocaru and the 
Canbbean. Mcducrranan and North Seas The Corpomaon allo Asncd as an lruual Parry an Dctxmber 1997 a 
ConSIJ'Ucuon and Maintenance AIJ'CICDICDI and a Supply Agaumcnl 10 build the Cluna - U.S cable svs~rm. the 
flrr.t ducctlibcr opue cable link between the U.S. and Clurua. "'tb an oruual capac1ry or~- to be compleled b) 
December I 999 '!be C'.orporation will anvcst lppT01Umlte1y U.S.$78 uullioa lD tlus cable system 

s .. umu Fadlillu. The Corporauon's atdhte facillues utdudc aatelhlc canb muons as '"ell as the 
Corporalaon's partiClpauon In INTEl..SAT and INMAASAT The Corporauon currc.nlly op:raacs uaellnc earth 
sUtuon an Canada 111.akc Cowac:han (Bnusb Colwnllll). War (Quebec) and Pennant Potn1 lNO\'a ~ua) These 
stauons lrllll$tnll and rcc:avc mcssaacs VII INl a5A T. INMAR.SAT. INTERSl'lTf1111K. PanAmSaa and Onon 
Alelhlcs 0\'Cl the Pacific and AU&nuc oceans and allo prOVIde b1dHo-bldc c:onncc:u~ry 10 North ,•, 't\Cncan 
domcsue satlllhrcs 
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As. a llJII&IOIY 10 1bc INTELSAT and tNMARSAT. TCI bas 1bc n&ht 10 UIC 1bc utclhtc faahuel and lhc 
obllpuon 10 P'> apprgprwe Utihzauoa cbatJd aa:on!Jna10 1bc wdlll.e orpn•nt-r' Wtlfs The 11\'TELSAT 
and INMARSAT taabtics an allocated 10 TCI ~ 10 IU ~ As. a PpaiOO . TCI contnbuiCJ 10 
e~eh or~uuon1' c:apua.l expcnc!Jtwu and 11 enUI.Icd to a share or 1bc m-mtaCS. bued upon 1U p1opomona~r 
11\\'CSimeftl &bares In each orpntnuoa, The 111\'CIUIICDI Jbarc, 01' PfOIIO'UOII&I.t UIIUCSl, of each llj[n.tiOI\ IJ 

cstlbhshed on 1bc bam ollbc expc:cud uutuauon b) 1bc lliJIIIOr> As. uuluauon IIICTQJCJ Of deaaJcs. 1bc 
ID\'UUDenl Jharc IS adJUSI.ed upwards or clownwvds m proporuon TCrs 1.nu:ra1 1n each of IIITTELSAT and 
JNMJ 'tSAT 11 apprDXliiWdy 2% llld aUows TCl10 bold a- oo 1bc Board of GoYemon or e~eh orpruuuon 
AI llus lime. TCI IS lhe only North Ammcan bued lrw:mai>OIIal c:amcr 10 baY< acccu to INTEl.SA T and 
JNMARSAT wholesale prices and lhe 10lc Canadtan lllf1IIOIY 10 IUCh orpmzauon 

'"I~ T«::olft>/4g. The Corporauon bas buill an u1!onnauoo l<iCIIDolo&)• tnfruuuawc to suppon 1U 
nauonal and mtcrnauonal opcrauons. The Corporauon's S)'llerns allow tU vanous opctaUn& IIIIIU 10 catT)' 1 lugb 
\'Oiumc or tntfit and 10 bUt QIStomcn The Corponlloa malnwns • lUll" of prosnmnung and ~cmenl 
tnforrnauon penonnel. u Mil u COIIU1ICI pnii1UIUIICn dcdoud 10 1bc aworenanoe. opcrauon and conunued 
<k\•elopmcnt Of lhc Corporation'S m&baJemclll lnfOI"III&UOII S)'IICm 

The Corporauoa 1mp!nwnud 1.11 UlformatJoa •rinok>J) prosnm "' cat!) 1997 10 C\'01\'t 1u pracz11 

tnfruuuctwc and to enbanoe n 10 bmtr suppon aJob11 operauons, fast IJOWIDJ \'Oiumo:s of tnalrte and lhc 
1nuoducuoa of IDILII) new ICJVic:a ~. Tdqlobc rdloCid la\>\ly oo ouuowana fOf 1U r:w>qcmcnt 
1nformauon sys~erns AD UlformatiOCI c...t.no~n~Y lctMUCS 111 Tdqlobc ba\"C been cemnhud 1n one angle 
1nformauon lccllnoloJY dcpanment beaded by a Clud lnforrnauon otlicc:r. 

tn 1997, 1bc Corpomlon c:sDbUsbcd a -"ina COII1IIUIU>e 10 address all upecu oe 1bc YUJ 2000 computer 
problem Conururu:c members I'CPfi*DI 1bc foUOWIIII four SCCIOn • 1nformauon sYStem conduct. 
telecommlllllcauons. COmputU opcrallons/office S)'llerns, and bulldtq symms Tl>e Comnunct" reporu 10 U\C 
Qudll comnuru:c or the Board of Directors or 1bc Corpoqlion The Comnuru:c bas clnawn up and Implement~ a 
nnuegy 11med at 1111ng the )UI 2000 bu& u a cal&.lyRIO rcpoclllon and raptd.ly enhance cu pi'CICnl lnformauon 
TedllloloJD' 1nfrastiUCIUI'C. M OSI of the appllcauons will be mip-aled 10 a new enVIronment wlorcd 10 suppon the 
Corponuon's raptd J)obal apanstoa Tilt Corporallca apecu this mtpuioa and tom'CniOII 10 be complcled b) 

'ear-end 1998 TliC tmpiiCI ollbe year 2000 on c:omputtr I)'SI.tms ... ,u be felt larsely by oqwpmcnt \'C<Idors ,.,,h 
"1\om ai\C Corporauon deals The Corporauon ~nswa on m on·KOIIII baSis that 1U supph~rs have wen 
~ppropnaae aruon 10 tbal lhe UILIISIIIOCI Will - baY< 1.11)' apufaN tmpat1 on IU buSiness ICII\1Uti.. 1ntanal 
openuons or fiiWICial $llllaUOO. Suppbus an USWIIIIII all com ,._,,., wuh 1bc roqw~ mocWiauoas to 
ai\Cu bardwa~ and opcmllll S)'IICmS 

Carriu Relatioru and Distribution ArTanJc:mmtJ 

Carner relaUons 1R 1.11 e:sscnual aspetl of TdeaJobc's bUSUICSS In order 10 pi'OYide cnd·te><nd tnlcmaUonal 
teleeommlllllcauons JCMCCS. the Corporauon rypiCIIJy eonnccu wtth .:om:spondcnt camen b\ satellite or 
undcDU cable arcwu and enten 1nto lnten:onnectJon agreemcnu 1011h domesuc servtee prov1dcrs and 
correspondent cam~n 

TradJuonally, the UIILIIacmcnu for the delivery of l11111lc were made with domCJUC servacc provulcr1 and 

correspondent camm on a bil.lteral bws BIWetal qncmenu wuh COitcspondeftt amen an general tv~ on 
IDlcrnauonal pracuces rcflcciOd 111 rnJ ~ The RJUiaiOry frtmcwor1t 1n cadi country dclcmuna 

"luch KMCC provider~ IDI)' prcMdc local, lona dlllancc and lntcrn&UOnal telocommUIUCfiJOIU KMCCI In 
lddJuon 10 !be tnodmmal bllalaal ~U.. vanous ot.bcr fonlll ol U'l1!ic ddi'"CJ) ba\'<' n'OI\'td. uocludul& 

tradiUonal UILIISII lltl'liiiCM¥"'1, -.uadl~ rcaJc llld IIUIS>I U'Dnar-"'' 1-.111) ISH) and alta11&ln't 
temunauon arranacmcnu such u llltunauonal Sample R.cule (•JsR·). owncnlup of rwntlunJI f1C1hucs rn foro~n 
countnCJ and ''OOCC tNU dala na.,.U The rcJU,Ial.ory rramcwon. 10 some ol 1bc countnes 1n ... tuch lhe 
Corponouon ames em business. bowc\u, may prolubn lhe usc ol such arnnacmcnts 
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/lrlLTCtNU~tcd#« Air•-~. Tdqlobc lw IJllC1CICJIIIIC arranscmcnu With domc:sUc amen and JOmC 
rc$dlm With IIIJC \'Oiumcs for the rouuna of tbc1r 0\'a'ICU rwucbcd ldcpbooe ln1!lc 111 ~'Cnl coun111cs. lht 
most tmponant of which IJ Canida wluch 11 AIU pnMdJn& approJUmaUiy 50% of the Corporauon toul outbound 
U\\llic. Mon: rpeci.fically. Tdqlcbe lw lniUCOIIIICICUOIIIJI'CCIIICIIU wtth ma,10r c::umn tn Ew'opc. South Amcna 
and Asla Paci.fic n:pon Uldudul& UalUd ICJliJdom, Italy. AIJcnUDI. A1llln4a and Nev. Zeal&Dd and u tn lht 
proc:a.s of 6n.almna ~'U21 addiuon&l qi'CICIDWS with ctbet 1J1¥1f lliiUlWlOII&I c:arna~ 

In Canada. lht uuaconncc:uoo ~u also provide fm the clcll\'a)' in Canida of tnCOmtDI tntcmauon.al 
telephone tn11ic 1llCK Ctnadtln uucn:onnccuon ~ n-ually pnMCk for ptewa) IICIXSl ra1n Kt ~ 
TCI based on a W\11' aptlTIMCI by the CRTC. ThlJ wi11'. lalcrttm u the GlohLDCCU.Jru ScM« TuUr. 11 olfend 10 
all c:amcrs and rcscllen With an &DDual OYCncas tn1lic vollllllC of rwo mi1lloo nunUI.U or rnon:. and apphu to 
uaffic ddwcrcd by amen or RX1Jas 10 TCI'& ....,~ Dallal (Of cldtvuy 10 fORIIJI dct;uc.auom In JOmC 
cue~. the c:amcr or rcsdLcr qnes 10 IUpply TCI with OUI&QIJI& tn11ic and TCI 111 IW1I contraau&ll) a,cn:n to 
prCMdc an allocauoa of ,._,.,,111 UUI!c: proportiOIIIIC 10 the OUIJOUII tnd!ic volwnc IUpphcd by the c:amcr or 
re&dlcr 10 TCJ 

As put of lh<Sc arr&nFJieiiU. TCI aped tntc:raiGDCCUOII and opcnlina lpci1ICIIU ,.,th Sun10r. AT .t T 
Canada Lon& Ot- Scmccs Compaay ("AT.tT ~·). fonorola Inc ("fooorooa"). Spnnt Canada Inc 
("Spnnt") and ACC Lon& DiJI&DCC Lid. ("ACC"). 

TCI and 111 lalaca CUIIOmct, SICIIIOr entered uno an 111ICI'CDIUieCUOIIIIJIIlCmalt dl'~ Deccmbct I. 1993. 
"luch spcalicd the anan1cma&U IQ\UIUJII the~~ of lhar ~'C uecworb for the IUppl) and 
dc\'Clopmcnt of rntaniUcmaf laWlC$ ln JUJ)' 1997, 1D COON¥'!100 Wl1.b the WT'O AIJW and the Clnadtan 
IQ\':1'1\11lCnf& dccUion 10 1a1JU1We lbc manda•e dTCl co OCicbcr I. 1991, whlcb llllltn&lly clwlacd the ounuon 
of the ap-ccmcnt the Corpomlon noclficd Sttnlor lhll lt OOIIJl<lmd the qrearltDt 10 be 110 IOQICI' appropnate nor 
legAlly bmdlng On Fcbnwy 5. 1998. TdeaJobc CaoacJa and lhc tJwcbo.ldcrs of Stentor rca.cbcd apcerncnt on the 
pnnctpal ternu oJ new runngCDlCfiU for the conlinw.na aupply of IICfV\cn between TCI and the Stentor 
sll4l'eholdcn Soc "Recent Ocvdopmenu•. 

The rnt~ IIJI'CICIDCSIU W1th AT.tT Canada. 5pn.a(. fooorola and ACC CDO'IIDl provwocu dcaJJn& 
"11h propotUONIC n:Nm tn1fic.. Elcb ICMCC prcMdc:r lw lbc cbbpuoa 10 route iu OUIIOID& 0\'UKU tratfic 0\'l:r 
the Corporauon'' IIL1"''0rk The Corporauon lw aep&rllt tnltr'COnnecuon a~nu wtth AT&T C&nada 
ca''Cnng lhe tdeJC and telegraph IICfV\cn Tbe AT&T Canada llf'OCillLrll Will be m fon:c unul September JO. 
1998. lhe Spnnt DJ!1Ce.ment will be In fon:c until tenninaUd b)' ather put)' upon a thrce·rnonth wnllal nouoe to 
the other p.tfl).the aarcemcnt withfonoroll will be in fora: untll NO\-embet 30. 1991 and the IIJCCmau Wllh ACC 
unul Jan~ 9. 1999 The IDICI'CDIUieCUOII ~ Willi AT.tT UnaGa, Spnlll • .foo«ob and ACC arc 
re~Oible 111 accorWioe wtth the ttnns and COCidlllolls JpCdJlcd lbcn:1n 

Suntor, AT&T Canada. Spnnl. fooorola. ACC and Cmacban lntanaUon.al Tdcc:om Corporauon ("C!TC") 
M\'C also subscnbcd to the Globtocctss,., ICfVIOC:. ATclT Canada and Spnnt havt comnuncd to U nulhon 
rrunutcs of t.ratric annually, fonorola to fi\'C rrullion mtnUICS.. CICT and ACC 10 no'O mllhon nunuru Nonh 
Amencan Gat~)' Inc I& • racJJcr who IRibtcribcd 10 the Globtocct..,,., KfVICC and who bas comnuucd to 11.-o 
rrulhon nunutcs annually for a penod of 110'0 ~ 

BiJJIIolll Apt- Btblual ~~ 'IJ~IS bclwecn earners typtcall) piOYide for the a c:han&e of 
mtcmauonal lona dJ- 11111'1c ~ lntcmatloaallona duwx:c pnmdcn '" rwo counll1ct;. wtth cao:h earner 
•ttrectns to tcnnJI\IIC uallic tn 111 counuy and 10 pnMCk rcnam ualrte Btlat~ral .,._un, apccmcnu arc 
~IQUated ,.,th each CDII espolldclll c:amcr 10 c:stlbbsh the nn,sc of ICfVIcn 10 be pr0\'14cd, the per•nunure 
IICCDUDung raus to be p&Jd by each of lhc amers Cor each &erV~CC and ocllcr toehnlcal and rouung man~r1 Tbe 
II(:COunung rateS tn each bilattra. opctalina llfUIDbll. wluch may not n:flcct the COC1 of prCMdma &ervt<:a. are 
penndtca.lly n:DCI!O\Jated dunna the unn of the aareancnr 

To Kttle the fea payable unda a btlatcraiiiJCWIUII. Tekaiobc ctlhermaka a peymcn110 the couupoudcnt 
camcr or I'CCCI\U a payment from lhc cou IJ dent am:r bucd on the uec •'Diumc of tllbaund and outbound 
traiJic For othu stMCCS. suc:b as imemauonal leased setVJOa.. aunlw m'aluc lllftlliCIDCDII typ•aJiy do not cJUSI 
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because CliCh Clmct JCIICIII!y ch.vJta Ill 0M1 111~ ciU'11C:IIy 10 Ill C\ISIOIDU for the poruon of the nctwo.rk that II 

provides. althouJb o~~e c:amcr could. under 1 OOHtOp Jboppul& ~t. 11= to ~ rapoMble for the 

billing and coUCCli011 of the ~ 011 behalf or alllhc invotwcl c:amen 

Tclcgl~ opc:ra11D1 CX!!IIJI"U!M CUJTCJlll)' U\1: 0\"Cr Ito dmla opciiiUIJ& qJWIW!Jlll ,.,th COii tspoudcnt 

camm 111 appRJIWDIIdy 140 CIOWIInCa Tbc opci1IWI& ~ul)'piQIIy Pf0'1clc for an INOil term. "luch on 

prac:ucc iJ frequallly raiC'Md or c:xtaldod. and may ~ =au.IWCd by citbct pany usu;all> on noucc nlQII n1 from 

lhr1lc to twelve months 

In ordu to collcc:l &Del cltslribult ll1l1fic: m c:ow>ma wll<tt n bas a flahua-bucd llccruc. the Corpcnuon 

cnten tniO ....ucbcd 1.lltCI'OOIIIIc qJ'CCIIICZIIS whit the clomcsuc leMa priMdeB for each &<:f\1CC Othco 

agr11Cl11Cllu wtth thac ICn'ICC ptCMdc:n Q)\'U t~eMCU liUdl as pnv1II.C DCnoUts &Del dauo lef\'ltt< as ,.,.1 u 

bAckbone 10 ahlc l.aJidu\a pomu. 

TNUIJtJttft/11 7NMit A,.,._ ln lddition to utlliz.ula an opcnaUQ& qnocmcnt 10 lUmina~ tralfac 

dcll\'crccl from OIIC CIDWIIJ)I cl&realy 10 IIIOChct. an I.Dtc:nwloaal lOIII d•ot•ncc provldcr may cn~r onto traruu 

arnngcmcau p.111U1D1 10 wbldl 1 1tw11 cltJiaDcl: pnMdcr ID an IJIIU iiiCdiiiC C!IIWIIl)' c:amca the uatfic 10 a thud 

country cjcsunatlon Tbe provuiclc of !11111.111 t1eMCU reqwra 'IJOCJQeAU -a c:uncn 111 all the COUJIUla 

on,"Oiwcl &Del u JCIICnlly UICd for~ ll1l1fic: ar wbc:re 1 dmla QJQiirll UDa\'al1able or 1101 cwt Jusuficd 

l'ltHt·Tr.,.,_•' RIMU ~ 7NMit A11 ... 1 owt&. ~ IIIIIIJ&Cmcnt• typtcally onvoi\'C the whole&alc 

pun:1wc and Ale oftlllnpnomoa and tamJnarion IICf\'ICICS ~ 11110 lOIII cliJWICt pnl'1ckn on a \'lnlbk, per 

JNnute buts Tbc resale of c:apedty cmblcd the emap::nce ol new Ullctlll1looal ion& duwiCC pf0\1den IIW rely at 

1cu1 t.n Pill oa capKlty ..::qwnd oa a wM'mle bull from cchct loa& duwiCC providm lnrern.wonal long 

diiWlCC calls may~ routed through 1 faciiJuca bn ·d camcr With - capKll). or lhrouah muloplc Ions 

dlsW>CC racllen bctMcn the onpnalin& IUD& dJJwlcc provider &Del lhc C,clhua-bucd cam~r that uJumatel) 

IUmiiiii.CI the 11111fic ~ IIIDDF"W"I' CI"Nir.b JICI•IIUIIU~ pnccs fOt clifrct"CIII routca. " 'luch Ina) ~ 

guarantocd for I lc:l time pcnocl or ~ 10 0- folk7WUII OOUCC The rualc market for tntcmaiJonll 

Clj)ICII) II CODJWlll)' ch•""n" IS new lOIII d/AII!(( racllcrs cmctJC and CJWUDg pf0\1den rapond 10 

Ouc:tuauna cosu &Del compcliU\1: praaatCS. 1D onlcs' 10 manap: COlli dJCQf\'dy wbcn uuJmna resak 

ananscrncnts. loa& dJJwlcc providm '-' timdy ecceu 10 chanpiJi mukcl data &Del m\1$1 qu•ckly react to 

ch!tngcs m costs lhrouah pric:ln& adjUSirncllu or routina dcc:mons 

Non·trlldJuonll IIIIIISit I.IT'&JlleDICIIll IDChidc rdi1ulg of traffic also known as ISH 11\11 1m1ngemcnt takes 

~d\...ntaac of c~tspu~ua•n lc:IIJcmcnt ~ bawccn di1rctUII coun01cs nc Fcc has Pf'OITCW\d~ 1110\'Cd tO\O'&td 

a poiiC) an 1'&\w of non•trlldJUonal tntcmaiJonal uatfic rouun~o mcluchng ISH .,. ISR rou~ In NO\-embct • 991. 

the FCC codd'IC!d Ill ISH policy pc:nmlllJllthud counuy rouuna ~the Un~tcd StaUS and clcsunauons ,.here 

ISR u proh.ibotcd pf0\1dcd such traftic u routed lhrou&)l 1L11 ISR route. such u US·Canacla ISH 11 pcrrnmcd other 

tnbound to or outhouncl from the US 

Atumllli"ff TnMJ/1-a- A"ul-u. Long cllsU.ncc pf0\1ckn M\1: dc\dopcd lllm\IU\1: temunauon 

am.a~ tom dJon 10 clec::reaK 11tcu COIU of tcnrunauna tnrern.wonal tralflc '"response to~ 

Some of the more SJanlllcantarranccmcnu oncludc ISR. owncnlup or n.11cluna raahucs •n fotCJIJI coun01c::s and 

\ 'OICC 0\1:1 data nct\>'000 

Wath ISR. a Ions dliUIICe provider avoids the antcmauonll ICttJemcnt symm by connccuna an anttmauonal 

leased pn~ hnc to the PS'nll of a Corop COWIII)' « ciiJ'ectly 10 the premua or a domc:slJc earner on the O\'CBC.U 

duunauon ISR tJ anct1oncd on a Jf'OWIRI numbu of routcs. •ncludrna ..-1 o( the Unncd l>t.otes Can.acla the 

European Uruon. Japan, South Korea. ltu.stralas and Nev. Zealand The Corponaoon txpotU the number of ISR 

dcsllnauons to ancre:uc In the conuna )"Call 

Dereautauoo &Del ISJl bas alto made 11 poalb c fO< llobal telccommwllcaUoM SCMot provulcn •udl u the 

Corporauon to aubhlh thclr 01011 IWitelun& Caabua tn ccn.un roman countnca mablona them to dlrtttl) 
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tcmu n.:uc ualrlC and to use these swttcbcs 10 q,pqate and to bub lJ'aftic to othcs clcsun.tuons around the "oriel 
thucb)•JXnrutun& IUCb liCtVICe provideD 10 poccnually b)'J)US tbc tradlllon.al acxXJun"QI rtiC rvstcm 

Olhtr mctbods of altcrnaU\~ lUIIWI&IIOn IUCb as \'OICC CMt clala nmowb are belli& cxploml l>;aUI IICI"OrU 
tcnc:110 lul\oc cWrerent sealemcnl aod row111 ananaemcn11 than \'Oia: omoor1ts Toc:hnol~cs such as Frame 
Rcla) . ASynduonous Transfer Mode ("AlM") 01 tbc lntcmct. allcroo'S tbc scndJn3 of \1IICC commwuaucxu 0\er 
dala DeiWOrks Rowing \'OICC 0\U dala lliCIWOiks may penNI bypass of tbc I'XOIDIIIII rile sys~cm " luCh can rcsWI 
m cnst saVIngs In addiucm. 10111e camcn may be IWJII \'OICle OYer data llllCm&lly •tllwl tbcsr nc~Voorks as a "'' 
or proVIdrng access to m11 ets 10-iluc data c:ommwucauON are hbctala· ed but \'OICC c:ommwucauons arc: not 

Dcrcgul~uon has created a a;apiJicant opponunny for carN:n tlw can otrcr high qu.aln~. lo" COlt ontcrnAuonal 
tcJccommuruc:auons ~CV>a:s DcreJU).atloo. pnvallzauon. tbc CJCJI&lWOD of tbc raalc market astd other lfcnds 
rnflucnctng tbc rntunationalldccommunic:auons market ate leading 10 lov.ocr tcmwlluon cnru. 1 prohferauon of 
rouung opuons at1d rncrcascd CXJmpctiuon Tbc Coll!OmlOn bclrcvcs that 11 can 'llfCIIIc a l\lbiWIUII amount of 
uaffic. pcmutung n 10 offer CXJmpcttU\oc pnClDg for both lildlrucs-bucd at1d raalc au~omcn The ColliOJaUOn 
nwnwns sys~c.ms wluch enable analysis al muluplc rouuna opuons. and it IS '"''UWII tn fliCihucs and "'"chcs 
"luch '"" WISt TclcsJobc 10 locate and route ua1fic rn t:.e - coa-dli:ar\oc I1WIMr 

Other Busincases 

n, ORJJCOMM Systtlft. Tbc CorpotatioG. 111rou.aJa Tclcl)obc Mobile PanDc:n ("Tcletlobc Mobtle"). and 
Orbaw Sacna:s Co1110nwon ("Orbital"). lhrouah Orbital Communications Corporauon ("OCC"l. ad! hol4 ~. 
of ORBCOMM Global. LP ("ORBCOMM"). 1 JOillt ~nrurc formed to ftlWia: and opcr.uc tbc ORBCOMM 
j:lobal urcllnc·baied daUI commwuc:auo.ns ry~~cm TclcsJobc Mobile IS 7~. tndJrcaly owned b> tbc Co1110Jauon 
" 11h the rcnuunrng 3~~ rntcrcst held by 1ll (U.S.A ) Ud., 1 10-hoUy owned subsadn.l)' al Technolol) Rcsoun:cs 
lndu11nes Bhd., a publicly held MabysW1 company. OCC and TclcaJobc MobCic's LOcal cqwt) capn.al 
contnbuuons to ORBCOMM are approxamllcl) $85 mill lOCI and S95 millioa. rcspcc:uYcl) 

On Apnl 21. 1991. ORBCOMM Corpcnuoo. 1 COIIIpl.ll)' orp.aw:d Cor tbc 10k pwpo1e al tn,uung rn and 
acung as a ,encral JI&IUICf al ORBCOMM. filed 1 rq:uuauon ~Wm>eru ••Ill tbc Sccunucs at1d Ex.dwl30 
Comnuuton for a proposed o4crur.J alns c:ommoo IIQCk. Tbc proccccls al tbc offcnnJ "111 be used to pwctwc 
panncrslups uru11rn ORBCOMM_ 

ORBCOI\.1M prO\,clt:s twO-wa) motlltonna. uxlu111 and mc:sapns lCn'IClCS lhroup rhe '"Ofld'• frna 
comrnererl:ll lo" -canh orbn Sltelhte-bascd syllCm ORBCOMM bas bundled 12 satclhtcs to date and ~pccu to 
launch 16 addmonal data CXJmmwucauons satclh~CS by aud· l99&, •1uc:b wtll contp1ctc 111 ptanncd lll·s.at.clhtc 
cont~cllauon An llddluoaal cicJII Sllcl h~CS that wtll CRaie a plannc4 36-1atcllitc cnh&nccd CXJnstcllauon "1th 
rncrcaied capaal) at1d tmproved sema: 111 cquatonal rcpons arc:~ to be lau.ndlcd m tbc tlurd qtWte.r of 
19?9 Srna: catl) 1996. ORBCOMM bas bcc.n pfOVIdln& hmlted CXJilUJlCI'CiaiSCMa: rn the Uruted States through 
t"O sate lines ORBCOMM bas begun 10 place in CXJmmudal leMa: Slldlucs that were laundltld rn late 1997 and 
carh 1998 and. as a rcsuiL ORBCOMM cxpc:ctS to olfer OOtiUilCt'Clal RMoe on a broader basr1 rn tbc ncar rururc 

ORBCOMM s cumnt pnmuy wacr nwltcll rncllldc (r) filtcd :wct mot~~tonna JCI\'lCCS for clcanc uuhl) 
meier), orl and g:u aoraae tanks. wdh and pcJX,IuiCs and cnvu'Onlnaltal pro,oc:u. (ul mobile auct tllldunc 
"'"''cs ror CXJnuncrctal uuc:ks. t.rallcn, coowocn. rad can. bc.Jno)- cqwpmau. IUhlna •uscll.. barFS and 
jtO\emmcnt rwcu. and (w) "'CSRJI"IICIY\CCS Cot OINIPrmcn aod commcraaJ and ~~ cnuucs Fururc 
W,Ct markcu are cxpcacd 10 l.ndlldc (1) ~ 'V'SIJift& and JCQIIll)' ICtWlCS for IUIOmobrlcs, (II) 
monnonnJ apphc:auons for'-": ICICUnl)' syacms. and (til) llddluonal US and fomptp"CC''UUICDI apphc:aucxu 

ORBCOMM bas cnt.cred 11110 qreemcnu wrtll 0\V 40 valuc·aodod rucllcn, ad! ol "'luch 11 aulhoru.cd ro 
rnA!tct and drSU'Ibutc ORBCOMM laVKlCS wrtlun lpCIClfic rcpoas. and 10 wp:lcd tllduAnca or nw1tcu 
ORBCOMM has llso c:subiiSbcd two tntcmal value-.ddcd racllm 10 market and chSU'Ibulc motlltonna and 
trackrng ser\la:s to tbc otl and au ~ ltlnJpOnallOa IJioduancs In llddl._, OR.BCOMM has cntued rnro 
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ap-eemcnu With 13 uucmauonaiiKZnSC:CS that arc cxpc:aed 10 aw1tct aDd duutbulc ORBCOMM SC1'1CU 1n 0\~r 

9S ccunlnCS Wlllun Nonh aDd South Anx:nta. ElllqlC. Am. the M!ddle East aDd Alna foUOI'lDI! oomplctton of 

11\c ncccmJ)' tp'OWid lllfrastructule aDd I'CCClpl of the """"SP')' rc,ulaiOI) and otbcr appi'O\..U ORBCOMM 1\a• 

abo cniUCd uuo ~u With ax subscnbe.r urut manu.fJicnu"cn and bas type appnnoa! ten oubsmbcr uru1 

modcll for commcmal use Wltb the ORBCOMM J)'Slem 

ORBCOMM cxpccu that the aurqau COA to bJil. COIUII\ICt. Wmdl aDd pl.lcc m ooauncmal scmcx the 

planned 36-saldhlc Cllbanccd constdlauon and dt$1p and CIOIISU\ICI the usooated ~ t.nlruuucturc 1n the 

Uruted States will be appnwmatd)' S33ltmll- lluou&b the llurd quaner of 1999. "ben the final e>~ht u tdluc• 
of IUCb et~bancw! coruldlallon arc cxpcacd 10 be launched ol wtuch appnwmatch SH 2 rrulhon had been S~Xnl 

lhou~ DcQ:mbcr ll , 1997, cxdudlDJCIIpllab:zcd tntCIU'I 

The IICCICSSal)' FCC IJQCNCS f~ 1utbonl) to C0111tNC1. launcb and "ffCt'&&c the ORBCOMM J)~tm "ere panted 
on Octobo:r 10. I m and ~b 3 I. 1998 These liCenses arc 1Ub,1ct1 to c:awn rrulesloncs 

In 1996, ORBCOMM and ill wbolly owned lllbclcllary. ORBCOMM Global Capal&l Corponuon. had 1uucd 

US Sl 70 mW1on of scruor IIINCCURidl notes (the "Notes") 10 ttllliiWOrl&l tmUJon The Noccs arc full~ and 

uncondwonally pwantccd on 1 jouu and several buls by OCC and Tdqlobc: Mobile.. Olbcomm USA. L P and 

Orbcomm lntu11&uorl&l Panocn. LJ' The pwantccs and the Nola arc non·rcc:ounc 10 the Corponuon. bear 

Interest 11 a fixed ra1c of 14% aDd PfO\idc for ~holder pii'UQJ*IOII Ill fulllre ORBCOMM m "eOucs., p2\1nCJ\I of 

" btch Ina) be ddemd by ORBCOMM 10 the - cetWJ1 fixed c:batJe ra1>01 arc 001 met 

In Apnl 1994, the Corponuoo formed OR.BCOMM Canldl Inc ("ORBCOMM Canidl·l. a compam 

controlled by the Cotponu.ion. which will be rcapon,pblc tor the wbolcale cbiUibuuon of ORBCOMM ICJ''\Cti 1n 

C&nada The company pi'OV\dcs ORBCOMM ICMCCS 1n Canldl Wider 1 ""'«\runt hC>mlit 1$$Ucd ~ lndusm 

Canada The lic:c.nsc wu lim Wiled on March 19, 1997, and nl'tllCWUI on an 1Mual bam ORBCOMM Canada 
has also ne11ouated 1 number of qrecmenu with tUCllcn for the mail cbMbuuon of ORBCOMJvl scn1ces 1n 

Canada 

Strctos ll'r~ltss Inc Stntos Wu-cle$s Inc. IS 1 radlet that pnl'-.dcs n-11-"'' aJoba1 mobile satclluc 
commuruc:auoru ICMCCS 10 sblps, aucn1l and tandbucd mobtk ICt1IUD&Is TCI bokb approXJmateh • 29' • 
lntti'CSI tn StntOS Wtrdtss lnc and bas npu to ICqWI'C llppi'OXltnateh• an ldcbuonal H~. In~ TCI has alfccd 

10 ouuourcx most of TCI'J I'CSJIOf\Slbrbucs for the liW\IBCtnc:n. anc1 coord1na1ton of lbc rcmaondcr of the 
INto.IARSAT busmeu to StniOS Wtrcltss lnc Set •RoccntlX\dopmcnlS• 

Tlor Odyssry Sysrtm On Dcccmbel 17, 1997, TRW Inc .. TelfBlobc:'s panner 1n the Odyuc) J\'Stcm prOJCC1, 

1nd1ca1ed that 11 "w.ld mum tU FCC hcoensc to COillll\JCI and opcrau lbc OdyUC) S)'lltm 1n the Uruted States. 

thereby dl'ccuvely tcmulliUftJ the Odyuty J)'SlCIII J>IO:ICCI FoiiOWiftl such dcc:Uion ~ TRW Inc . the Corponuon 
came to the conc:hwon that TRW Inc had brcacbcd ~ coniiiCiual and olhcJ obliJ&UOIU and on Apnl 22 . 

1998, TcleJlobc: tiled a complalnt m the UruiOd Swa D1stna Coun f~ the Northern D111na of Oluo 1n 
CIC\'dand 

Ttltglobt Mt dro EnttrpnTtJ In 1996, lbc Corponuon formed ILl Tele1lobc: ~ Entcrpnla dl\1l10n 

("TME") to explore opponunlllCIIn the new mcd!a ICICIOt b)' CIIUlnJ 10 the needs or content prOYidc.l'l. apphcauo" 
ck\'Ciopc:n and dlnnbutOfl who mak.e up the dl111&l mcdill rnd\l$11) 'TME seeks to ldc.nul) , dc\-dop o.nd market. 
Uuough alllanocs or puUQJIIUDn With otbcn u appropnau. new dlBttaltcchnoiOJICS. broadband 1pphcauoru o.nd 

IMO\'liU\'C soluuons for the bosw1J and duutbuiJOft ol vanouJ dl&llll cont.tnli 

In AUI!\ISI 1997, Look TV (Onl.ano) Inc., a ~ TcJcalobc: formed With Baton Broadc:astrn~t 

lncorpomcd. C.l C0Ytnaton Fund 1nf:. and NO\'li.OCI CommM!C'atiON unuiOd. ""~~panted 1 li«t\lC b\ the CRTC' 
to pt0\1ck btoadcuun& duutbuooo sctVlCCS tn Soulhcnt 0nt.ano .Uin& 1 PC\4 dliJW ,.,,.leu ttchnolol) In 

Feb~ 1998, Look Ttlc (Qualccl Inc., anodlct enut\ fonncd ~ TclcJ)obc: "llh Tl'liJ\lCOOUncntal e mcd1~ 

Societe F1nanacrc Bourpc, CCMIIIIOn W1rclcu Commu.ruca1lons (0nt.ano) Ltmlled, Qu&cc-Ttlcpbonc. 



. . . . 
~ 1200 Quebec IDe , Groupe J...awan IDe mid Mlcroccc Emtrprucs IDe.. -u panu:d a "nulat hc:ensc to 
serv~c:e Quebec aDd Ea.Rml 0nuno On Aprll 30, 1991, Look TV (Oowio) lot aDd Look Te!e (Quebec I Inc 
were amalpmatcd Into a new anporauon. Look Commurucauons Inc . to operate both hc:en.ICS for the Ontano and 
Quebec repon where the opc:ruions an: cxpccltld 10 swttn the fall of 1991 aDd tn the rpnna of 1999 rcspcc\1\~h 
Telej!lobe owns 58% of Look Commwucauons Inc 

1ME tS aum~tly tll\'01\'l:d ill a few UIIUIUYCS wilh a DWIIbcr ol SU11CJ1C puutcn In 1996. TME formed JU1 
Mcdu Nen.ort Inc ("Jazz"), a J0U11 \'CIIIIIn tD wtudl c:acb T~ mid Bell Canada lluout!h ns d1Y1110n 
Emups cunentl)' own 4S%. Jazz bu dcYdopcd a awte or ooworlr. enabled apphcauons 11\11 aiiO\Ol dlftcrcm 
pla><ers m the medii produc:Uon tnduluy to '"'Orlr. collaborau\'dy, at 1 du:wlc:e. VII theu dcslnop computers A 1ut 
nei\Oo'Orlr. 1s presently 1n operation hnluDI! Montreal, Toronto a.nd Los AJ13ela 

Tit~ Ttl~llloM ManM Gnn.p Tbc Tclqlohe Marule Group U1IWls. m&llll••n• aDd tqllln undo:nca ablei 
The Tdej!)obe Marule Group pr'OY1da aDd opcma fh-e c:ablc:lhlpa aDd lhre< ~blc vducles 10 the Allanuc 
and Poafic oceans putiUIIIIto 1D q~ecmast wilh TI'IDJOCCIJ\IC Cable Slup Compel!) , IDe ("TCSC"). I subsldw) 
of Tyco lntcmauonal Lid Elicit ol the 1M cablclbipiiS owned by a !muted panncnlup fonncd under • KJ1U1111< 
panncnlup apumcnl •11h TCSC for the utdW life olthe lblp (10 10 ll )'CUI) Savas an: pnMdcd purw.tnlto 
maintenance IIJClCUIC1III c:ntc:red in10 whh the world's aJble.ownlna c:ommwuty. TclcaJobe Mmnc Group dcm-es 
ItS m-enucs pnmanly from Kt\'ica pi'OVidcd put1U1111 to the Atla.ntlc Cable Maui~C~WV:X 1\gccmalL the Nonl1 
Amcncan Zone~~ aDd the Hawa!.IZonc ~L 

The TdcaJobe Mmnc Group's m&lotmanCc fees an: sblml by 1 w-,e number ol earners undct loott· 
CSLibhshcd agrccmen1.1 daUOJ 10 the early 1910s CO\'a1DI poruoas ol the All-..c liN! PKmc Ocean rcpons The 
able ownctS 1n cadi of the rcpcas have pncd IQidha 10 UPJD 10 nw"'coame 8UihonUt:S the awnWWlCC a.nd 
rcpa~r or thctr able S)'ltems Tbalc a,recmcn11 an: rate11'Cd pcnodlcally or CIDtlUOuc 10 di'CCI W\lcu ICJmlnatcd ~ 
pnor nouo. 

The follo"'1n&lable 1denufics the~~ (ablc:lhlps a.nd lllbmmiblc vcludcs) u1 .. luch the Tclq)obe /1.1annc 
Group had an Interest u 11 Dca:mbcr Jl , 1997 

C • ~ Global .<;.,nllntl 
(' S Chorlt s L Brown 
f • S Globallofarln<r 
C S Global LJJtl 
cs Longunu 
,\('o ral> Ill 
,\coroh n· 
l'ac•fic Scarab I. 

Tekr;lobt MariM 
Groyp % Shi rt 

• l l • 

4S 
2S 
4) 
2S 
H 
20 
20 
30 

Co-owwr 
pr PanMr 

l CSC 
TCSC 
TCSC 
TCSC 
TCSC 
Vanous 
Vanous 
TCSC 
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Compditioo 

Gnt,.J. The uucmaUODalldcc:omm\I.IIICaUOIIS 1~ 11 hiJblY CIDIIIpCUUve and JUbjcc:l1o tht 1n1rochacuon 
of iiC'II' KMCa faatrwod by raped ~ dwlar I.D&u'Dauaaaltclccomm\I.IIICallolU p«<\'ldcn compete on 
!he basis of pncc. C\I#OCIIU SCMet. transmw.Jon qual!!) . bl'cadlh of Rn'1CC oft'enop and val~ scn-.cn Al 

!he Corpotauocl's IIICIWDit expend• CD ICJ\~ • ~ ,.. of " ""'"'"S. !he CO!pOnUOII up«U 10 e.ocoun~r 
loacastlll mmpcutica from a varidy of J111U0f loc:al and IJIIUniiJOD&l CDINIIIII1ICIUON c:omparucs ~ r f !he 
Corporwoo's compc:lit.on. IUdl u AT~T. Bnlllh Tdocam and Spnlll. and pocawal compciJlan upon 
deRJU)IL 'Ill or CXJI'"!POC! have Aplllc:anlly IJ'CIIC1 fmancW, lcchno'opcaJ and olher ruowtt• than the 

Corporation. ticrA'CYU, sueb cornpcu10n arc IOD¥tuoa each othcr'a a&IIOCDCrJ for ocrwn ipCC1Ik routes and for 
c:uwn t~~tgones of producu. MorccMI, !he Ccxporu1on may face lddillcmal mmpcuuon from WS!J'\Il and future 

global a!II•DQCS and 111CrJaS IDIODI l.be larJCII ldec:ommlllllcaiiODS c:amm The Corporauon liJo fa= 
compculJoo from CPDpMics a!rcrina RIDid mlaUUOGIJ w-mwucauoos KIVICCS The Corporation up«U 

thai cornpctiuon from IUdl radlcn will 1ncn&IC 1n !he future m IUidcrn wuh lncruJ~nJ ckreJU!auon or 
I.CiecommwucaiiODS mukcu ~ Tbc RBOCa IDlY cDLC:t UIIO 1k ~ ldecomrnwuc:aUons rnarlccl 

Menap=mm• bclJCWS that tbc RBOCI' cxpeoaloo I.Dio tbc uu.cmlllcmal ldcc:ommurucauoo.s mart-. ,.,11 cn:a1e 

SlJ1Ufitlnl I'ICW opponiUIItiCI for tbc ~ U •'til U lhe pGWIUIJ fot ClCIIIIpCII~ 

In Fcbnwy 1997, 69 COILDincl. •ev• • •11111 ova 90% of alobal•cJcmmmuna•IOftJ Kf\'ICCS muucs.. llpcd 

!he awJulalcral Iii ' oo aadc in bale it'-""'"K'PI- IICmC!ts illlldc Wlda the llii'P'CCS of Ill< World 

Trade Orpn•rauan (WTO AaJCCIIItlll}, ..tUch lOOk diCc:l oo Fcbnwy $, 1991 Tbc WTO Apttmtlll ICdts 10 

open mantu 10 ~ lD IClcmml!mliiC'f'IODI ICf\IKIC&. IJiliXDYie farap UI\UIJDCIII opportWUIJtl ID !he 
ld~ iDdluiJy and CD aclop1 pro J 'J I.IU~ rqulacory pnodpla While the WT0 A~ni will 

open lhe Canwan matUI CD cornpcutlon u of Occobcr 1. 1991, the C«ponuon bci!C\U that 11 wtll PfO\'Ilk 
TeleJiobc wuh Iowa ecczu 00111 and an cxpanckd rnarlcci po~Cnual. espcaall,, 1 n ncv. marlccu The WTO 
Agreement may &110 ancreasc c:ornpcullon for the Cofporwon m lht5c matUis 

Ro11tlllt Pr.aJca. The ll'llllh llllltct 11 hi ably cornpctiuvt, 10 1crm1 of pn~:~t and Qll&lll)' of Kn1cc, for boll! 
N11Chc:d and lwdpalcbo:d KMCa The: ~I)' ofll'&l!k bclwccD AJ>a and Europe 11'&NIIS lhroup. the U.S 
iCICC:Omrn\I.IIICaUODS carritrJ.. the Corporation's 111¥11' cornpctJtors for the pnMIIOO Of lnUI.I:II IC.f\1ta Moa U S 
compcuiOrJ ~~ lheir own ua-uncmal ~ wb!Jc tbc Colponuoa - cbwn1taiUCOCIIinclll&l faahucs 
from domcsuc amen Dc:lpilt lills fact. the Cofporwon bche-u thai 11 nwnWIU c:ornpcuuve pncu compared 

"'lh thole chatltd b) U.S. amen 

Compcuuon '" the Canadwl rnal1ct1 11 rap1dl) e-'Oh1n1 ,.,lh added pt'C$1Urc on the iradmon.al rouun~ 
arno,cmcnll for tnftic ~ Canada and ow:rscas dtaunauoos Tbc cxpiUWOn of anltmauonal ruale has 
ercaled C:OIISidctlblc c:ompcuuvc pl"t&SSII'CS on TclcaJobc'a marltcu as 11 pi'O\'Idts allemaU•'C means for o t hanJins 
0\'Crstas uatllc .. ,lh Canada ouuldc !he ll'ldluonal bdatual m1anauoaal acx:oununc rase ltfllc:mtnt re&~mc The 
lugl\ly mtm:onncacd ilaiUie of the Nonh Arntncan I.Cicc:omrnurucauoru ncrworks acaacs 1hc opponun•~ for 
Canada-ovcncu 11'&11lc to bypass 1ht Corporauon'l nc:no"Ort. pnmanl) lhrouJh !he Unncd S~aacs. 10 forc•Jn 
dcsunauolU Tratlic may be routed OVCI pnvaie lines which arc leased ~· larae cn.d•wtB or rescUers and 
uncrc:oMCCtcd walh the facilities of U.S or {OI'CIJD amen for onward rouuna to 0\'Crstas dcsllnauom The: COil o! 
dchvennc uatllc in IIlia IDI.ililtr, ~y rdCITcd to as IIW11chc:d hubbm&, 11 much lower than ihc •• cragc cosu 
or rouung traJ!ic on the awiachc:d nc:no"Or1t or tslabluhcd •nacmeuonal faalmes-bucd amcrs 

In DCC%mbcr 1997, the CoilliiiWJOIII'ClTKMd the I'CIInOJOIU to usc !he Corporauon'1 IPU for the purpose of 
ISH for all Can11h•n Kn"IZ pnMdcn, ~'Ct. ISH \'\1 the Uruled Swa ra1WA1 proluboled ti Canada·U S 
rCSI/10JODS coowncd m the Wllh of ciocncstlc amen arc 11.1llrn fora: All parucs 1n Pubhc Nou~ CRTC 97-~. 

rncludrn1 T ciCJiobc. ICI\'OCIICd for complclc n:niO\'al ol I'OUUft& IUU10JOftS. dl'eai\'C no IalLI than Oaobcr I 
IV¥8 St.ICh iiddcd fltxlbtlal)' will IDC't'CIIK c:ompcuuvc piUSUI'C on the Corponuon wlulc, 11 the aamc umc o.Hcnng 
opponuruucs for lo..'Ct talllln&Un& COlli an dciUIWIOf\ COWlUlCI Sec '"Rtplauon • Llcctwn& llc,..mc· 

There also aasu !he po1enual for rom111 camcn to bypass TeiCJiobc Canada'1 dm:a tradmonal rouun11 and 

actlkmcnt &rnDJCIDCfiiS for mwvd ualllc b) dl~l\ln& liiiJ U'&lfJC IJuou&h rn1tfmedla1c countnc• wch as !he 

· 12. 



.. 
Uwtcd SI&US. J...owcr 8CI:OWIWII ntca bcnroull CCIWll c:ounmcs. IDCiucll.al m pattJallu lllcMc bmlttn the Uwtc:d 

Slates and COWJuiCS ochet lhan Culda. could C1lhlna: the lltl'laMDca of rautlll.C ltaftic bound for CaJUd.a 
through the Uoitcd States or thole Olbct intctmCidlllc countnes 

T«<ottol"fic4/ Qup Tbc tciCCOIMIWUQillON lndUSI.l)' IS n:wtzd by the IDtrodliCUOn of riC" prodUC1 and 

sen1cc a1fenngs and rapid tcehnolopcal C\'Oiullon In lddluon. UICIQSI!lJIY bbcral rt,W..tol) cn\1IOMICJlts 11\1\ 

allen> 1u:n.ba compc:utlon fot tllla'IIIIIOIIII ld«xxmnwwucaiiODI tcrw:a Tcclulolopcal ~ uc:d ,.,Ill 

compcutn~ farces. IDlY a!Joa all u:pccU ol ~ IJICilldi.Qa lldWOit Jdoa.ton and IICCC:U High· 

c:apKll)' fiber-<!pl!C cabla, IIICibilc tclecommn,ajcetiON, ~ llldmoiops. LEO and MEO latdlii.C$ 14111 

allow r"Q1Cr tlcxiblliry for COCIIIIIDCn m !heir ~ ol a tcl....,...mnmc:auoas pnMdcr. Wllboul comrrurun& 

them tO I parucular -nc_ As Ju&IK:Iplcll)' 1\bcf-op~JC ocnootk tccbnok>IY IS developed. IDimi&UOnaJ a.mcB 

ma) promo:xe new cable I)'IICIIIS. ..tUcb Wlll cocnpac wuh the CANT AT 3 and CAN\JS I cable l)'llemS. Other 
planned 1)-could complmrn! the aew tnnsa"•Dltc cable IYIIalll by CXICild1na lhctr racll FOT t!ISWXX. th< 
Fl.AG S)'SI.em. which IS expoa«< t.o be the loop t.illduRa c:ahk ll)'ltCm of thu type ()0,000 km). 14111 hnk Europe 

,.,Ill Asia via the Mcditcn'IMaD. the Red Sea and the llldlan Ocean. 

S•uJJJt~ Stnkcl Wtlh rapoa t.o Dldlhc ~ c:apKII)'. INTELSA T u fac:ul& compcuuon from CICNr 

.atdbu IYIIalll and ~ c:ablea ~ c:ahles lhat arc Dill owned by the ltldJ~ tntcmauonaJ ICIVItx 

prOVIders nor by OOUSAT liiJIIt.On&:S IN)' pnMde ctrcc:IM COIIIjiCiitloa t.o INTELSAT 11CtV1CC for ma.rtcu 

tnclt;Cbna the Canada~ awb:t ICI\-.1 by TCl Uberabzcd rt,w.a- ol domauc and tntcnuuonal 
tclcoommwuc:auans awkcU IJ aJao resulllll& ill the c:map:uc:e ol anpctllon t.o INTELSAT fOf the pf'O\'Won of 

lntcmauooal seMCe Ill the formo{~~ laldllt.c~YAaJ~Sand -U wdJ U lllldbtc resale opctaiJOIU In 

many ~ ~ud&.aa the Ulllled s-. lqllti&C llldlllc I)'IICIIIS. IUdt u PmAmSat. arc .UO..'Cd t.o proVIde 

Kt\1CIC to the eDd-ulcr d!Rctly by bypulma the ltldJ~ ICMCC prcMdc:n. To IDCd lhcac compcuu•~ lhrc:w 
fNTELSAT memha-countnes ha\oe ICt up a wit fom: t.o INdy the pouthlc esubiiShmcnl of a wbr.•d••n or an 

aiJlhatc 

INMARSAT IS alJo (Ktnl poiCllti&l compdl!Jon (Jom • n~ of ~c and ontcrnauon&l mobolc uulh" 

proJects and compcuuon Will become mot"e IJIICIIJC WI Ill the ontroductJon of new systcnu. lUCh u I ndown and 

Globalltal A task fon:e esuhluhod by the MVJUAT mcmba<OW>tnct fOf the rcsu\IC1\It'ln& of th< INMARSAT 

org.:uuzauon U CXJICClc:d t.o ltlhmll Ill rqiOIIID I m 

Caphal Espa~ditura 

Gl\·cn lllc capotal·lnlcltslvc nature or Its bu.soncu. the Corporauon 00\0 plans liS c:apuaJ tnYctUncnl progn.'!1 on 

a trucc·~·car rolling buiS Capow cxpcnduures (Of 1998 will be approXJmatcly SlOO nulloon MOSt of tim amo<onl 
IS IO be allocated 10 SU'IICJJC lliYCSimenll and ptOJCICU (Of IDIUDIUonaJ Ld«ommWUCIIIOIIl ~lhUCS 141uch ate 

rcqwrc:d 1.0 mcc1 the p'OWih '" demand fot bCith WJUO.C and new ICI'1CC$ Tbe balana ..,u be Ulc:d 10 'JDPIO'~ 

the openuD& d!ietene) o( the oct\OuL U \Odl II fot opct'iii.>CJM. IJWNtN- and upvad.on& and (01 

admorustraU'~ suppon 

-l). 
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Human Raourcet 

AJ at December 31. 1997. lhe Corporauon had 1,243 permanent employees. 383 or wtucb weT< ancludcd tn 1\•c 
collccuvc loiJCICIIICIIU Tbcse cmplll}us wen: diVIded as: follows 

Nos-Ut!oo!ud 

UNda ........................................................................... . 
Unncd Sw.es ................................................................... . 
Europe ............................................................................. . 
Alta. .................. _,,, ..... - .......... - .......... - ................... . 
Rat oflhe World. ............................................................. ---.SL---
Tow ................................................................................ . 860 

Propu tia 

As of December 3 1 . 199~. lhe Colporauon owned lhe foUowi.ns properucs 

/nttmauonal $\11/lclrlng C.ntru 

Scalborouj!b. Ootano 
MonuUJ .. ~ 
Burnaby. Bnusb Colwnb&a 

Sott/11/r Earth Stations 

Mill Vlllasc. NIMI Sc:oila !ll 
Weir. Qucbc:c 
Lake Cowleban. Briwb ColumbiA 

Cablt l.lmdmg Stations 

Pon Albenu. Bntisb Columbia 
Peruwu PomL Nova Scotia 

lal!dlg&Am 
(equ~ feet) 

$8,400 
89.270 
41.3:1 

~9.000 
33.000 
19.250 

19,996 
23.900 

!lnioniw! 

383 

18J 

Lapd Al"fl 
(acra) 

6.9 
4.6 
30 

JSO 0 
860 
79 7 

lK 
115 

In' 1989. !he Corporation pun:bucd a 30% in Ictal in' a )Ot.nt vcncurt wtlh Brookfield De\-elopmcnt Corporauon 
("Brookfield"), wblch owns a ~n~jor oftic:c bulldlns In c!lowmawn Montreal The Corporauon tw entered tnto a 
lc:uc with lhe joint va1curt for 22S. I09 aquan: feet of space. for an iruual 1.ctm ol IS )Uri The Corporauon 
1110\-ed tiS bead ofl"t<:e 10 lhh loc:allon an car1y 1992. Qo, JUDC 17. 199<1. Brooltfldd sold its 70% ownerslup tn the 
butldlog 10 BCE Inc. ("BCE"). The Corporation tw a ~lvmg term mdJc faciluy wluch IS -..ucd by chc 
Corporauon's shan: an lhe )Otnc •-encurt lba.t owns !he Bulldmg 

The Co'lJC)raUon also leases otllc:c:s 1n Toronto, Montreal and Onawa. throu&)l TCI In addttton. the 
Corporauon lcues oObes to Hook Kong. Franldun, Vienna. Sanpporc. Milan. Noordwuk (Holland). Bogota. 
CaJro. Millon Kcynca (EnaJand), Mildrid. M_., Loodon. Pam. Abu Obabt CUn11cd Arab Enural). Bangkok. 
Sydnc)'. Sandvika (Norway). Pcucll Tilcva Cbratl) and Tokyo throu&)11U Nbs1dlary Tclcglobc lntemauonal Inc 
Tho Corporation alto lcucs olllccs in Nc>A• York. 1..os Angeles and McLean. V.A. (U.S.A) throu&)ltu substdlary 
T<leglnbc USA Inc 

. 24. 



T n~d~mark.s and Krvitc mulu 

The Corporation IS pnnaplll) knowu ~ liS c:orpon1c JYmbol (dc:Sip ol 1 Ieee Ill a &.Iobel. u.s corponur 
Slpulturc (l'ELEGLOBE llld DcsiiJI) llld tbc •'OI'd nwt TEI..EGLOBE. In 1993. II adoplcd I •'Of'd uw1c tD bt 
used tn usroauon with liS JCMOC:S. A LITTl.E INGENUTn' niA T GOES A LONG WAY These marks art 1M 

most 1mporwuas they idcnlifY the Corporation and 1110111 of tiS ~ mlhc matkctplacx 

In addlut..l. the Corpontio11 owns mos1 of the niiiiiCTOUS marks tbai1U dmli0111 or lllbsldlancs usc tn rtbuon 
to spcafic 01 spcnaiiUd JCMCa or wares. Tbe- unpon&Dt IJid cxm-ly wed arc GLOBEACCESS. 
Gt.OBEACCESS... GLOBE.ACCE.SSm.. GLOBEACCESS..,.. Gl.Of!EFRAME. GLOBm.~ 

GLOBEINTERNET. GLOBEACCESS800. GLOBE AlM. Gl.Of!EBAND. GLOBECA.U.. GLOBECARD 
GLOBECONNECT. GLOBEDAT. Gl.Of!EDIRECT. OLOB£N'ET, GLOBETEl.. GLOBaoo. GLOBaoo 
lTNlVERSAL. GLOBEPCS • BORDEJU.£SS ROAMING. Gl.Of!ESAT. GLOBI!STREAM. GLOBESVSTEM 
GLOBESYSTEM AT\.AN'TlC, GLOBESYS'Tl!M PACIFlC. GLOBEVISION. PAClFlC VlSlON. CANUS I. 
CANUS I and Dcsip, AT\.AN'TlC VlSION, TELBGLOBE MARINE, TEl.EGLOf!E CANADA.. TELEOLOBE 
INTERNATIONAL. TEI..EGLOBE MEDIA ENTERPIUSES. LOOK TV, LOOK Ttl.t. JAZZ MEDIA 
NETWORK and TELEGLOBE WORLD MOBD.JTY. Tbe Corpontioo is an aulbtJnz.cd IIICr of the tnde·muk 

ORBCOMM. 

TcleJlobc Canada 11 the OW1IC7 ol tbc f~UII 1110111 c:ommoaly urcd trlde-m.v1u CANADA DIRECT. 
CANADA DIRECTilld DcsiJII. HOME DIRECT, CANT AT l.IJid CANT AT l IJid DcstiJI TdcJlobc Canada u 

also the rccognued ownu of the lop~ repR:ICIIIilll a aylucd • A • 1n C&Didl llld 1.n the U S • an.1 11 an 

outhonud/hcensed u.sct of the tnde-marks AJRCOM. SATELLITE AJRCOM and ll'nERNATIONAL 
1100 SER VlCE 

Tcleglobc ln~mauo!W Corporauon Is the owner o! the Ullde·muks Til and RTDAS 

Tile tmponancc or lhc todmdllll ~ u.dc-lllllb for lhc ~ iJ rclfu~ tQ the m-enucs dcn\'Cd 

from the: vanous JCMCCa rc:spcCilvdy JWOC'!I""' wtth ead> ol the nwts 

All of tbcsc marks are rquun:d or pcndm& rqJJU'IUOD 10 Canada llld art aiJo rtJISia'Cd or pendio' 
rcpS1nllon 1n 1M Unued Swcs and other fomiJI JWudlcuons. wbcn wanamed by loc:aii.INI&e All the fot'Cp!IDI! 

m;arks arc used on • rc~U~ar and constlllmt buts 1n rtbuon 10 t~ JCMCIC$ and/or "''&ItS a.ssoctaled 101th them 
RcgtSU11UOM arc rcncwabk II V&r'IOUS data Ill accordanot With the apphc:ablc ICBtiiiUOD of the \"allOUS 

Junsdtcuons mvol~ 



.. 

REGULATION 

Th~ following SUJtlllWY of regulatory dc\'c.lopments a.nd leg~slauon docs 001 purpon to lksrnbc :all pi'ClCnt and 
proposed 1~'1 and rcgulauon >'Tccung lite t.elecommwucauons indusuy 0\Mr UiWDJ! ~'"' ll1ld rc~oulauon) arr 
currently (or may become) u.: sub)CCI of Judletal prooccdang.s. lepslath·c hcannp and lldmtnlJtrlttl~ propoul~ 

.. tuch could change. tn I'U)7ng de£~'=. lite tnanllCr 10 whtch lite tclecommuntt:~Uons tndustn operates 

Canada 

Rnilw of tJo, C~·~ EzdMsiw M•dltl,_ The Go\-cmmcnt of Canada. t.n a Gaz~llt 1\ oucr dated Jut~ 
1:! , 199S. trutiatcd a public consuhauon pi'OCC$S to m~.,... TCI's cxcl.um-t mandate to pto\1dc C:lll:ldtan OI'Cr=! 
fou:thues-bascd scrvia:s.. This c:xdush-.: IIWidat.e was tniually uanlcd b)· lite Go\-tmmcnt for a five-~ car pcnod at 
lhc time of !be Corporation's acqulsitioo ofTCI in 1987 In 1992. w Go\'ctnmcDt wcl\dcd the cc\diiStl'c mAndate 
for an additional five yean and IWcd lhat a revtcw v.oolcS be cooducu•t tn 199S 

The WTO AJRCmcnt on baste t.elecommurucauons SCMOCS clcliocs lltc fraJJIC"'I'rk for opcrung lite 0\'CtlQl 
tdecommiiDications 11\&tke. to Caoada. As pan of thu ~nt, lite Government of Canada lw agreed to 

• cndTCI'smonopolyonO\U~CUualllcasofOaobcr I. 1998. 

• end TCI's special ownership rcruictlons whkh hmit fordiD mvcsuncnt and hnut lhe tn1'CStmcnt b) 
dcstgnatcd Canadian t.elecommurucations common amen: 

• allow 1000/o fore1sn owne.nlup and contrOl of sub~ cable ~gs 1n Canada as of October I. 
1998; 

• n:IIIO\-e all rcstrlcuoos on lltc usc of fomsn owned and contrOlled ghlbal mobllc utelhl.a pto\~dmg 

sciVicc 10 Cao>d1•ns as of October I. 1998, 

• remove intematlo!W tBI!ic rouung restncuoos by Dcccmbct l I, 1999, and 

• matnwn Its open. compctJUI'C mark.t:IIUid ex.t.'Ung ~t regulatory reg1mc 

The GovctnmcDt cfCanada also announced lltc auuon of a new hccruang n:g1mc "'hereby lhc CRTC "ould 
eslabluh lltc condiuons of opcrauon applicable to all comparucs olfcnng lntemauonal seMa:s 

Tlo~ T<tl•colrflf'UIJJkeiotU Act. Tbc Telecommurucations Act as amcodcd tn Ma~ 199! 10 Implement Canada'• 
commttments undes lltc WTO Agec.mcnL IJll)hts 10 all dcflt .. :d Canac!Jan ulecommwucauons common amen. 
and telccommurucatlons seMc:e providcn Tbc Telccommwuc:auons Ad defines the broed obJCCitiU of lltc 
Canad1an 1clecommwuc:auons poliC)• and empov.'Cn the Government of Canada 10 usuc to lltc CRTC d1n:ct1ons of 
general apphc:auon Wllh rcspcct 10 any of lhcac ob)CCiliU. The Teleconunurtica.Uons Ad IJI"CS lltc CRTC 
ducn:uon to establish a lloeoslng repmc for tdecommurucatJons SCMte prov~dcn The CRTC also has dtscreuon 
10 spccil)· classes of tdecommunk:auons lCMCIC providcn rcqwrcd to obwn a hcensc before pt0\1dm~ 
lelcconunwuc:atJons services as well U to spc:cify a class of telecommuruc:atJOns SCMa:s WhiCh hcenscd 
telccommwucauons aervice pi'OIIIdcn uc pen:nincd to provide In ..sdlt.ton. the CRTC has lltc pov.'Cr to csabluh 
lltc form. manner and tnformauon n:qwn:d an a IJa:ose appllcauon and 10 ae~ lltc fees wltlch must accompany such 
hc.cnsc applic:atJon The Tclcc:ommwucations Aa piVVidocs that t.hc term of a lioen.lc mav ncM cocllOCd ten yur• on 
ll.s WWUIOC or renewal and tha1 a bcenae u 001 lllnsferable eJCcqlt With the cotuenl of the CRTC The 
Gol-munent of Caoada has lltc power to vary. raand or refer t.dt CRTC dca11on' The CRTC may ILRII n:v1cw 
and rescmd or vary any dectllon made b)• 11. An appeal of a CRTC dcaSJon on • question of Ia" or JUnsdteuon 
nlJI} be brou&ht Wltll leave before lltc Fodcral Cou.n of Appeal Tbc CRTC has lltc power 1o exempt any class of 
earners from the apphcation of lltc Telecommuruc:atJoru: Ad. and to rcfratn hom n:BUI&UnJl c.Juscs of seMccs 
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.. 
" 'bcle lhls would be ronpaent wnh the cb)CCU\'CS of the Tdecommwuc:auom Act The laner concept ts gcn<.rull' 
~"'as the~ o! fOibcarana: 

Tile Tdccommwuauons Act bauu clipbibl) to ~ as a tdec:ommuniQIIIOcu common earner 11 

"C&nl4wt c:uriet") 10 C1DfJX1nU01U triWiporatcd 1n Canacla thai arc Canldsan-owncd and conuollcd That 
0\>llCnlup rtSinCUODS do 1101 apply 10 rupea o! the owncn.hrp or opcnuon of tntcmauanal submanne able. or 
earth IWIOas thai pnM6t tdoonalmwucauons KMCCS by means of Aldlua lntcmauonal submanne able 
licenses arc tssucd on applicmioo. by thc Ml~Us~a. 10 pcnoas till! arc dtJJblc Willa thc n:~uoru to hold wch 
hcense Tile T•lec:omm•mJQRjom Act ddiDcs C.nedt•n CIWDCJ'Ihip Alld COIIII'OI as follows (I) not leu than II(~. of 
the Canedian catricr'& cbrcciOn arc mdrVIdu.al Cenedt•ns; (b) Canactniii.J bcncfla&lly own 1101 leu than 110'\o of the 
Canadwl carricr'a YOWl& &barc:a. !ftdur:IUIJ tcar.nuea ronY'tiUble IDIO common Wlu or \Uicd nshu or opuoru to 
acqwre co111111011 Jlwcs: Alld (c) tbc Ca•edt•• camu ts DIIC ochawuc coouollcd by 1100-CaDadwu Tile Canadian 
Tdccommwucauoas Common Cama OwDmlup and Coouol RtauJ.auoas (!be "Rtplallons") ddine "C&nldJan" 
au tncludlng a corporauon (1 "quallficd corpoauon") wbcrc Canedqo• own 1101 less than 66 6,. of !be \'DUng 
shares and "'hid~ 1.1 D11C otbctwiJc CDIIU'Oilcd b)' DOD-CI•ed•l•• AI. tnlt:tpl'dcd b) tht CltTC. tht 
Tdcaunmunjauions Act Alld !be Rt11derions prohibll ('.wnedien c:anicn from belns conll'DIIcd b) non-Canadians 
and set I maximum fordp owaerahip lcYd II 46,7% of !be YOWl& Wtu (20% of the \'OUDJ lhlta of the 
Canedian c:amcr ud 33.33% of the \'OUII,I &hares of lu boldm& COIIIpllly), The Rt1UIIIlot<A pnMdc cxrw n PQ"Cn 

to a qualillcd corporation (a •t:'.nicr boldlq corporaliOII"). III:Cb u lho CorpoiiUOII. whkb owns and conuol.s not 
lt55 l.han 66.6"'- o! !be VllliD& &hares of a Cenedian cam.cr. 10 monitor IIIII conll'DI the ltvd of forcrp~ owne.rslup 
of tiS ''Olin& sbara to malnwn ill IWIIS u 1 qlllllficd corporauon Tile R.egulaUoiU Sl''C ~ earner holdms 
corporauon tbe power 10 obllin IDfomwlon from lis ''OUJlllharcholdcn as to thea.r tdcnUI)' and "'hclher ~· arc 
Canadian. In addltlon. the Regulations provide tlull a c:amer holdilla corporauon can rdUJe 10 n:IJSIU a transfer or 
tiS 'otin& sbara 10 a non.Canediln ron:e 1 non-Canadlan 10 sell IUs VOWIJ &hares and suspend the \'OUnj: nghu 
anacbcd 10 that penon's shares. if thai penon's holdJQJ "'OIIld JfJOiliU'dJm the earner boldJna corporauon's sutus as 
a qualified corporation. To the best of the Corporailoo'llcnowl~ the lew.l or non-Canadtan owncrslup of the 
Corporauon's ''Oting &hares c:alcublcd in tht ll\&IUIU J)laCt1bcd by lhe R.eguiaUOIU was approxunatcly 1.60,~ as at 
Dc:cxmbcr 31. 1997. AI. defined. '"011111 &hares UKiuclc the common &hires. the Ftm Scncs PTd'crrcd Sham as "'Cll 
as \•cstcd St«k options. 

Tltr TdqiDbr ACl. Tile ColpOnltion .. u c:subli$hcd Wllkr the TtltJIIobc Aa tn 19R7. as the suca:ssor 
corporauon 10 the nshu and cbllgatlons or !be Canadian Crown corponuon rcsponslble fot Inc proviSion or 
o\'erscas tclccommurucauoiU scmces Tile Tclczlobe Act was amended 10 M.l) 199K m order to omplcmem 
Carwdra's c:ornrruunenu Wllkr the WTO AJn:CDlCDI and 10 rcpal pnM510RS thai \\'tiC IIICORSI$1COI "'1th the end of 
the Corporauon's exc.luswc m&lldate. AJ a n:sult or tbc:K mocblica.uons. tbc Corporauon .. ,u be subJCCI oo rule> 
somolar to those apphc:ablc 10 other tdccommwucauons SU\~CX pnMckrs under the Tc:lccommurucauons Act 

Licensing RqrilffL On Oclober 2. 1997. further 10 !be Oo\'emmcnt of Canad.l aiUlOUnccmcnl tiS tnlcnuon to 
create a riC" bcensma n:JPmc whereby the CJUC "'OOid estabhsh the condJuons of opcr.auon apphcablc 10 
Can.ldoAJt earners and ttlccommwuc:ations SCMCX provickn olfennJt tnternauonal tclccommurucauoru ~.n·occs 
the CRTC trullatcd CRTC Pubhc Nouce 97-34 roqucsuna propouh iUld commcnu. m~r ah&. on the n:J!UI&tOI) 
rcprnc that should apply 10 !be pnMIIOII of inlcrnsuanal tclccommwucwOIU SCMc:a alter Oclober 1. 1998 
Smcc then. the Corporation c:onunucd to suppon libcnhuuon of the on~mauonal and OYCncas 
ltle<;ommurucauons SCM- tndiUU)' on the buts that !be pohClCS AclojMcd b)• !be CRTC mUSI maonwn """'' ol 
trc•tmcru for all tntcmauo.W camcn 1n both the wholesale and rcwl markel and on lhc crcauon ol a common 
base of (au and equitable openu.ag condluons. In that pcnpccttvc. lhc Corporauon has spoallcall) ad\'OC&Icd 

that (IJ all rouung rcstncuons s.hould be I'CIIIO\'cd (UKIIICbna ISH VII !be Urutcd States). (Ill the CRTC &hould 
forbear from rcgulauns lhe Corporauon's tnternauo.W SCMCXS and should not •mposc spcaal license condll!on• 
on the Corponouon. (oil) 1 I"CCIil - rncdwurm to fiClhtatc n:IIIJ market entry '"' ,_ scn~a: prOVIders should 
be C5100bllslled. and (rv) Lhe •~•nunauoo of all rou.unJ! I"CSlncuom. combined "1lh regulatory fotbc.t.rancc reJanlrn~ 
all camefs tnt......,uonal lCtVICCS oiMales the need for a wuform ~m of published accounun~ rato Th< 
Corporauon cxpccu a dccuoon on the new lu:.,rwn8 n:aomc by rrud·I99X 
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CRTC. In us role u C.nadian rqulalor. the CRTC IIJPf'O''CS wil!l for TCI's regullted tt!CQ!mmuruuuoru 
scmc:cs and pcnocllcally II.SUC$ clircasw:s w!ucb 11fcct the lc:COWIUD8 uatmct~t of specific 11aru m TCI's accounts 
In addluon. the CRTC. tn Its Telecom Ocasion CRTC '96-2 dated Fct>nwy 21. 1996. appi'O\...S • ~ n:,ularo~ 
framework based on pncc rqulatlon tnslead of the nm-of·n:twn n:gulauon 10 wluch TCI was WbJect pnor thereto 

~ Tbe Tdeoommwuc:auons Act and thc IU.dloc:ommwucauon Act rtqwre that o camcr miUt M\'t n 
hccnsc for each of Ill a ldhtc earth 5Uuon lites and rntcmauonal undersea cable landing 11tes 10 CAnada 1n order 
to operate suc:b fadlitlcs aDd to cany tral!ic bcn>un Callllda and any fOI'tiJII counll)', or bet\lttn countncs through 
Cllnad.a TCI holds such licenses u arc reqwrcd by rts bullncu Tbe racbo tnlnSnuuoon hoci!JCi arc n:nc"11ble 
annua 'y Tbe undersea cable lancliJI& llOCDSCS arc panted for pcnods of ten or 20 yean and cxp1n: 11 , ·anous dltes 
bet"un 2001 and 2013 Tbe boldlng of such licenses h subJCCitO oerwn tcmu and condouons \\1lh wh1ch ":"CI 11 
1 n compliance 

United States 

Ow:nilw. Tbe FCC cxcrciscs authority 0\'U allrntU5Utc and intemallOII.Il C.CUJues-based and resale scmc:cs 
offered by Ttle&Jobc USA. thc CotpoT1\Uon's U.S. atlilialcd earner. Sctvtces that onJ!ute and temunat.c \l1tlun thc 
same sut.c, also lcnown u inuuwt lerviccs. arc n:pilalcd by SWt replalory coauruwons 

Gm crlll Fcd6111 R"fll~ Tbc FCC bas t::Siabbsltcd cldfcn:nt lcYds of rqulauon for donurwu and non· 
dominAnt earners TelcsJobe USA is classlfied u a non-clornll\lllt earner for bolh domcsuc and ontcm.t1onal 
scr>1oc on all routes. includm& to Canada. Under the Comm.WUQUOCU Act of 19H. as amended (the 

"Commwucauons Act•) and the FCC's rules. all 1ntcmauonaJ earners arc reqwrcd 10 obwn authont) unckt 
Scct~on 21~ of the Communlcauons Act pnor to tn1uaung ID!emauonal common c:amu Kf\1CU. and must file and 
matnuun tan1Is conwruna thc rates. cemu. and concllllons apptu:abk 10 tbot Jet'\1oes Oomesut 1nt.cnWe 
aunmon earners arc not required to oblain Sccuon 214 or other alllhonty from the FCC for the pr0\1Sion of 
domcsue ont.cnutc tdccommwucauons semoes. 

lnreTiflllitmlll Srrricn. W1th n:spcct to 1nLC:I'l\IUOIW scMoes. Tdclllobe USA bas obt&Jned faohu~-bued and 
rc.alc Sccuon 21~ autboruauon fmm thc FCC to aoquu~. 0\\11 and operate LDt.cmationaJ tnlnSINU1on Caclliucs. to 
resell the SCMoel of other U.S. earners for thc pnMsion or &ntemauonal JWitched scr>•oes and 1nttm.uonAJ 
pm-ate hnc SCI'10CS. and to usc the lnLCtCl01111CC'Uon arra:oaement.s and DC!Vootk assets or TCJ Tclc~tlobc USA tw 
filed tnLCmalJooal tan1Is wnh the FCC 

Tbc FCC pcnruts the resale or IOICtnalJooal S\l1tthcd SCI'1C:CS and puvaLC hoes for the p10\1SIOD or S<fVICC$ 

lntetconnccted to the public switched nerwor\. JCIICI1IIIy mcrred to as ISR U.S earners may pi'0\1dc ISR on routes 
when: baJ! the U.S. traffic is rc:nlcd at o.r below thc FCC's bc:nclunarl. accounua11 rate. or if the dcwnauon c:ounlf) 
pcrmns equ1valcnt t'CAic opponuruucs The FCC bas cxpn:uly dcclll'td onl) a rC\\ rou&CS to qwthl) undcJ tlus 
standatd. but the Corporauon cxpecu tlta&llddJuonal ISR routes. 1ncludln3 Japan and moct oJ tJte European Uruon. 
"111 be pcrmmed from the Unlled States dunng 1998 

The FCC also took steps to reduce regulatory reqwn:mcnu of lnttm.uonal telccommunoamons scr>1oc 
proV&dcn such as Tdealobc USA. In llddJuon to rcduaa& the lihng pcnod for non-donul\lllt earncn' onttmauonaJ 
t.anlTed rates from 14 day$ to one ~y. thc FCC strcamhned other ontemauonal SCMCC rules l.n parucuiAr. the FCC 
no" pcnruts rescUers to ruell scmoes of any autbonud fao:thucs-bucd earner except U.S. faahucs-bucd 
ill!lhatcs that arc rqulatcd IS donunant camcrs on routes thc rescUer scdls to SCtVC AddJtionally. facdlucs-bascd 
pro,•dcrs ltiJI)' Bcqwrc capacity 1n any U.S. hocnscd ntcllne or cable fadhl) u "'-ell as 1n oen&Jn Spectlied forc1~n· 
hocnscd bahucs. 1ncluc:m& CANT AT l , \\1tbout scpan.ce approvah Tbe FCC's reaoluuon or 1011\C or these 1s;sua 

on oll1er proc:eedlnp may either facilitate TclerJobc USA's mtemauonal business lh) . for example. J11C3mhnon~ 
the rcJUlatol) rcqwn:rucnt to aoqwrc llddJuonAJ ontemauonal faahues capaory). or ad\-crsd) aJTcct Tdcglobc 
USA's 1nt.cm.uonal busiiiCU (by, for c.lWIIple. pernutuns larger earners to take advant.agc or accoununs nne 
d1scounts for lugh ttaftie volumes) 
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Telcglobc USA musa also COCICiua au uuanauooal bustneu m complwxx With the FCC• tntcmauooal 
~emen&s poiJC) ("ISP") Tho: ISP at'tbl11ba the pcmuUlble bowwlanca for U.S -bued camcn a.nd thetr forctp> 
concsponcknu to ICI!le the CDSI or ICmUIIIUJII each Olbcr's 11'111ie 0\'tt their rapcctf\1: nmo1llb Tbo: prcoJC 

terms of JCtllcmcnt are csublubcd m a CXII'I"eeppOIdt lj!J'Cenlall. abo rdcmd 10 as an opcn11111 apu:nxnt 
Among 01her tettm. the opcraiUIJ IIRCfnCnl atabhsba the 1)1"=1 of JCn- CO\'UUI II- thc apumcnL the clnuton 
of te\'cnuc.s bcl"ttn the earner that btlls for the call a.nd the camu thai tel1tiUWCS the call at the Olhct Clld the 
frcque.ncy of JCnlemenu (t.e .. monthly or quamtly). thc CWTmC)' tn "iucb ~1DmiJ ,.tJI be lllldc. thc rormub for 
calc:ulaung uaffic Oows be-noun cowuncs. ICdtnJcal IWidanli. proc:iCII1IIns for \be JCIOement or dtspUtca. thc 

dlecuvc date of tl ! aJTCCmcnt and the term of thc .,rcement 

The t.mount o( paymenu (thc "ICI!lcmcnt rate") ts clctcmuncd by the OCBOUIIcd accowtllnJI ntte spcaficd tn the 
opcnUJng a£rccment Under the ISP. unkss pnor approval is obwnc:4. thc ICI!lcmcnt talC BCOCnlll) must be one· 
half of the acx:ounung rate Camcn must obuln ,.'11,-.:n of thc FCCs rules t! lhcy Wish 10 IIJC an aa:ounung ratr 
that cltll'ers from the pm'lliltn& U.S. rate 10 a paru(U)ar fotctJII earner or ''IIY the ICI!lemcnt rate from onc·balf of 
thc acx:ounung t'lle 

Tbo: FCC~ an llltcmauonallalOWIUIII "'11C Order limed &I mluana accatN•DJ l"'kS b) aclopunc a three· 
ucred ~Stem of lxnchmaJts_ Under IJus polq. US c:am<n DqOUalllll wuh 0\'aiCU cornspondcnu to 
"change lll.fl"oc wtll be rcqwrcd 10 usc the spcalic:d henc=bm•rb as the WJC1 (« thc nc,amlcd ~cmcnt rate 
bet,.ccn the "'11 amen 1bc On!cr atabltsba a lhtce.ucnd l)'ll.tm of henc=bmarU, wuh cWfcrcnt Die$ to be 
3pphcd bucd on cxh COUIIU)"s la'd of cleYelopmclu (alotta•cd &om World B&llk and I'TU daUt) lf suc:c:csdu.l. the 

effect of tlus On!cr could "'"jtiaatty reduce Tdcalobc USA's COilS At the same umc. thcJC ICCOIIIIUIIJI 1211'S 

could Sllengthcn the abilil)' ofTelcaJobc USA'J c:ompeu101110 rcdiiCC thelr own COilS a.nd more dl'ccu•-.:1) compctc 

"''" Tde£lobc USA a.nd odlcr TeleJ}obc a.!llhalca 1bc FCCs On!cr 11 betnll cl!AIIenll'cd tn federal COUll b) 
nurMteus fomJII earners whJch ba•..: opcraunJ ap11C111Cl!IJ With U.S earners 

To promote compcuuon tn the inlematlonaltelecommunlc:auom m&tkcl. thc FCC modified tU tntemauonal 
settlement poltC\' tn 1996 tn order to prtMdc tntcmauonal camcn IDOf'C LlcJUbliJI) tn IICIOU&Ilng opcraung 
DJ!I<emenu Under the rcvtJCd pohq. U.S camas can appl) for wal\1:n 10 csubluh altemauve r.:ttlcmcnt 
arrangements "hach dcpan from the ISP. Bdorc .,anuna a _,vu 10 Its ISP, the FCC scncrally rcqutrcs that the 
rclc.'&nt fORIJII COUDtty has I compcnU\1: ldccommWIIGaiiCJOI matlla 5e>1:ntl IIWtt:u Q11'11:0U)' appear tO qualtf) 
as such 1bc FCC ~ alto conslclcr "Wm\'tn for ~ts wtth noo-domuwtt camas from CXIUnlnca 1n the 
proccu of bccomma compcutn..: lru.emauonal JCtUcmcnt aiSU rcpreJCJ~t a srgru(tc:ant component of Tdej!lobc 
USA's toi/IJ a1SU AJt!QIJ,b TelcaJobc USA IS Wllble 10 predict CDCII) hoiO tlus I'IC'\0 FCC onkr "111 dl'cct :u 
antti'II3Uonal btu•ncss the I'IC'\0 ISP mil) rcduoc tniCI'I\Iuonal IICUSS c:osu a.nd faaht.tiC Tek11obc USA's 
mtc1'113JJonal btutncs.s 

Ftmip Pol'ticipllliort. In November 1997 the FCC adopccd rules •mplerncnuna thc WTO Aarccmcnt Tbo: 
rules adopt a pruumpuon m m'Or of grant of Seaton 214 111thorwuons filed b) fon:tan owned and affiliAted 
apphc:ants from WTO counmcs JCdun& to prtMdc 1ntcmauonal sen~=. 11.1 .. ~1 as lot requests by forctttn 
pcrsons 10 own ~rQter than 25~. tniCrCSU an common earner radto hccnscu Forc•an·llffiltated ~pphCllnl~ "ho 
secl to prOVtclc tntcmauonal \'OJCC KIVICCS from WTO COUDII1<4 must. as a a.ndtuon of entr) . reduce theu 
arcoununs nucs to the FCC's benchmark lcveb 

Inasmuch as Tclel)obc USA bas already obwnccla full amy of Seaton 21~ autbonuuons. the clcrncnu of the 
Fore11111 Paruapauon Order do DOl ciU'CCI.Iy alfccttll opci'IIIOIIS 'The poltacs rna) , ~'<f. rcauh 10 thc cnU) of 
addmonal factltuc.s based camas tnto thc U.S I1WUt wt1o 1111)' c:cmpctc "nh Telc&Jobc USA 

F~dcrol 1.~ 'The TdCCOIIliDWIICIIU Ad o/ 1996. as ama>dcd. !the ·uS Telecom Act" I u tntendcd 
to. amon11 Olhcr llunp. CSI3biiSb compeuuon With loc:al cxdw!JC camcn iLEC,") u a nattonal pohc. t.. 
~prcul) prolublllnJ an~ lcpl bomcn 10 compcuuonan the UlllaSiak 01 Ult.crsUttC commurucauoM sen •cca under 
s~te and local laws 1bc U.S Tclocom Act I'Unhct crn•o....:n the FCC. aller 11011« and an opponurun for 
comn~ent. to pr«mpt the CA!o=met~t or any SUitu~ rquiauon or lcpl rcqutrcment that ptohJbtiJ. or has the 
cfl'cct of prohibtung. the abUuy of any cnuty to pi'OVIdc any tnliiSUIC or tnleni&IA: commurucauons ~<:I'YIO< 1bc 

U S Telcc:om Act also CSUibluba ocrwn rcqu•rcmcnu, andttdlna tnt.c:rc:onnccuon reqwrcmenu. thc oiTCI'IDJ of 
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local netwock elcmcncs on an unbundled bun and Olbcr LEC rcqwremcncs '"1111 rcspcc1 10 resak number 
porubihl). dlahll8 pan!) .. ao::us to nghcs-o(.,..y and mu~ compcruauon. 

Cerwn pi'II''WOns of the U.S. Telecom Aa could 11111tctllll~ alfcct the lfV"1h and operauon or 1hr 
lelcrommunJaiJons mdusuy and the seMCC5 provided ~· Teleglobc USi\ Thcte a.rc cuncnth numcrow 
rulemakmgs bctng Wldettake:n by the FCC w!Ucb Interpret and 1mplcmcn1 tbc U.S Telecom AC1'$ prom1on~ 
Ccrwn scctJOns of tbc U.S Telecom AC1 and the FCC1 rules ha\'C been. and hkcl~ ,.,u conunue 10 be. JUChc1alh 
challenged Tdeglobc USA 1.s unable to prcdJC1 the Olllcomc of such rulcmaklnp or ltupuon or tht substanii\'C 
cJTcct (financ.aal or Olbcrw~se) or tile new lcp1lauoo and the rulcmaklnp on the OjiCr&uons ofTclc~lobc USA 

Effca of Fort:lpt /..lws M Cst.U. c.nur Ar:ri•idn. Tele&lobc USA cnpges tn <XfUJn la,.ful act I\ Ill<> Ul 
1hc Un11ed Suucs wblcb would be I'CSUtcted were they pcsformed 10 otbcr counUles TeleJiobc USA " enl!Jl~cd '" 
the proVIs.aon of "callback" KMc:es. u a ltlliiOr elemcnl or its busmcss mix. wluch pe:rmns cal len 1n a fore1gn 
counll)' IO place international long dlst.lll« calls usin& Tcle&lobc USA's U.S. neN'OflL Callback SCI\1c:es ha\'C bccn 
cxpholly authonud by the FCC for saual )'QtJ cxccpc witb respect ID courunes tba1 prohibit tbc IICIJ\11) In tbc 
course of liS ac:uvhles. Telcglobc USA CDlCI'S 11110 lll.l1lc.ctin& and rcsak atn.IIJCmCiliS '"th dllrcrcn1 ~emce 
pi'O'ldets Tdcglobc USA bas no COIUtOI or lcnow~ wllllsoe\'Ct. on such seMce prOVIders or agen1s who ma) 
dCClde co market callback sc:rvic:es in a c:ounuy tbat prohibits such sc:rvtc:es Telc&lobc USA " 1101 prescntl) 
ID\'Oh'Cd 10 any procccd.utg or inquiry rcprdlna iu callbldc ICMCCS. nor u n ~ of 1111) COUlUI) 1n whiCh 1U 
c:~llback ac:ti\1UCS ha\'t been called into quesuon 

Arranx~mmts ,.itll U.S. Corrin-~. On Fcbnwy 3, 1998. TclesJobc USA rccc"'Cd authonl}' from the FCC co 
lntercoMcct tbc s-.itchcd networks of TdeJ)obe USA and TcleaJobc Canad.a- U.S. camen waffihated ,.,th 
Telcglobc USA IIIII)' purclwe from and lcll to TCJ from the Uoned Swes. and 11111y usc: tbcsc SCMCCS 10 1Uppon 
end user rcqwrcmcncs or for resale to other camus Tdeglobc USA 11111y alto pwclwe scmccs from tbcsc and 
other unaJI'iluucd U.S camen. TclcJ!obc USA beheves such IICIJVII) lS f'ull) an ICCOrd \\llh apphable FCC 
poh~1C$, although some U.S. earners bave expressed mfonnal cbupecmcnt 

Outside North America 

Thc Corporauon as also IUbJCCIIO fCJUlauon 10 the Unued Kingdom. Getman) . Fnancc. Hong Kon~;. Japan lUld 
other countne< 1n connecuon "11h tbc CorporaJJon's camc:r set\ 'lees 1n such cowuncs 

Uniud Klitg~lfl The Uruted Klngdom ts among tbc most openly compc:uuvc telecommurucauon$ markets 1n 
the "orld AJI fonns of domestic and intc:rnational telecommunJeauoru scMccs 1\3\'C bcCJ1 lrbcralllcd and mam 
scn•t<X providers rna)' operate without mdtvidual licenses In tbc mtc:rnauon.tl w:ctor. camen mil) p1'11'1dc all 
manner or VOice and data scn1c:es over owned or raold capacny using citbc:r subman~ cable or saccllnc apaal) 
Smce December 1996. tbc UnJted Kingdom.has issued without nWDCtlcallurutauon liccoses to camcrs pemucung 
opcrauon as mtemation.tl fadlities-bascd opc:ra1ors ("lntc:rnallon.tl Faci!Jucs Licxruccs• or "IFU"I Cuwn IFl..s. 
mcludlng Tclcglobc U.K.. arc pc:rmln.cd 10 conruuct new international telccommumcauoru J)'tlcms subJCC1 10 
obt.a1ning an}' ncceuazy environmental and otbcr clcaraoa:s 

Tclccommuruc:~uons regulation m the Uruted Klnsdonus condUCied b) tbc Ollicx of Tcl'cc:ommurucauoru 
I"OFTEL ") Faethues-bucd IJcenscs ("Public Telccommuruauons Operators• or "PTOs"). tnclu:!:ng lfl.s arc 
ISSued~ a scp;l11tc agency. tbc Ocputmcnt or Trade and Industry ("DTI") The: foundauon of camen· rci!IJ)aiOf') 
rcspoDS.tblhlles IS described In the condltJons -ve= tO bctV.'CCD 11\c apphcant/hccnsec and OTI and SCI fonh 1n lhc 
h.xnsc Ncnhcr DTI nor OFTEL may dw!ge tbc conditions of a camcr's lic:cnsc \\llhout the hccn$CC's consent 
although 11 nta)' adopt 1ntcrprcuvc ctemenu and CSiabb&h pohcy or general apphcabihl} corutstcot ,.,lh t.hc 
hccnsc condtuons 

OFTEL has est.abli.lhcd a Fau T~ Condition in tbc h.xnse of Bnush Telecom ("BT"). thc dom1rutn1 
dorncsuc and tntematloD.t.l telccommunlcawms operator. wlucl> cmpo~rs OFTEL to take S1ep$ agauut BT to 
cunaJt a.nucompc:uu, .. condUC1 wblch BT may be found to ha"" engaged 1n Th.ts cond111on IS tn addt110n to otbcr 
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po"~rs to pm-ent cllscnnunation OFTEL u prUallly 10 ~~tgouauons whh all other !'TO's to tncorponuc 1M ~ 

Fau Tradlos CoodJuon tn thor lteenscS as weU 

Included m w IFl.s ts a pi'OYUlOIItnlmded 10 rc~ IIIICmii10Dal 1;Cfdcnxtus &IIIOIIJ UK camcn and wu 
correspondents m other counltlCS. paroculu!y wbcR lhc:rc IS an affthauoo bc:lwcat lhc U K !Fl. and a clonunant 
amcr m a closed marl<ct abroad. Tbc l~e~true c:oodJuons· (1) pcrmn OFTEL ID rub~tt~ ltaffoc Oooo"J ,.here an IFL'• 

swc of uamc on a I'DIILC is duproporuonatcl) IJ'Cilef lh&n lhc 011>011&1 ln'UaJC on w AIIIC routc. tul mJwrc 
earners to notify OFTEl. and CIOD\I)CUIDn on a cowwy JOUle of new 8CICIOUliUJIS rau:s for ltaffJC bcf,.un the: 1 'ULCd 
Kln~domand lhc dcsunauon alUIIU)': (ib) pemul compclllorl ID cballcnsr lit" scnlcmcnl ·~""' "ll u 
anucompcuuvc and (w) pcmu1 OFTEL 10 block scttlcmcnl aan:cments 11 finds would knd 10 1ncrcasc pnccs 10 
end usc.rs (bul no110 pre-approve lhcsc 1111CS) 

The: Urui.Cd Kingdom also pcmuu opcraJDrS 10 enpgc m ISR ID all other c:ownnca. Nbjc:ct 10 lhc scnlcmcnu 
pr~ss Camcrs rna) opc:rlle OUtside of lhc ~e~tlcmenl proccas 10 cowuncs wbkb pcrrru1 ISR compculton 
tncludo ng Canada. the UruiCII StaLeS. Au.sua!J&. New Zealand Uld S"'1:dcn. I.IDOIIJ other COWIInCS Tbc Unnee 
Klngdom also pcmuts ooo.scttJee ISR 10 other EuropcaD UIUOD c:owunc:s In Sqwnbct 1997. OFTEL proposed 
1o mo6f) Ill rcporuna rcqwrcmcrus ~pphcablc JD IFts 111 • maMCr that could rcqwrc JfUW duclosutC of 
acc:ounung r.llc and tniCSamDC::IJOD l.amS bcrM:tcn U.K. camcn and lhcu O\'a11:11S COittijliOIIdoenu If ldopccd. w 
rcporuns rcqwrement could campcllhc Corporauoo and all other U.K. IFts 10 daclotc lhc LCtmS of 1pum=s 

"luch an preKlllly confidential. 

G cmttur)' German tcJccommwucwoos is JI7"UDCd b) lhc T~ AD. of 1996. ,.luch 
csiAbhshcd 1 pohcy of open c:ompcu0011 for clomcsuc and miCnllbOIIal DCtwort Clciliuca dfccu,-e Augus~ 1996. 
and compcuuon mall SCCIOJS. utcludJJI& public IWILChcd \'OICC, on Janll&l)' I. 1991 Tcnuu\al Cxlhues oper.a1ors 
nlll• obiAm Type 3 licenses on a tei!Ooal or nauon.al buiJ TdccommwuCIIIions IICtYICCS ptOYlden. whether or 1101 
ustng lhctt 0 "11 ncrworlu. may obwn rca>ooal or oauooal Type 4 hcxnsca. pcmurung prOVJPOn or public JWitdw:d 
\'OICC SCf\'IW Tclcglobc GmbH has n::cdved bol.b Type 3 Uld Type 4 llcenscs UCCl\SiCC$ arc subjccl ~ license fees 
of OM 10.600,000 for a IWJonal Type l lic:cDJe and OM 4,000,000 for T)'JIC 4 licenses LICCnsC foes for rcgton.al 
licenses an: based on populauon fiaures and/or lhc number of dedlcaiCII Cli'QIII lutb used L•ccnsmg and 
rci!IJIIUOn arc presently conducted by lhc NRA 

lruumuch :u Deu~ Tc:lckom AG iDT AG") Will rcm&UIIhc domuwn domcsuc and 1ntemauonal cam<r '" 
GtnnaD\ for lhc forcsccable future. tniCI'CIONIC:CUOn by emcrJJDI camcn toto w OT AG ~-otk ,.,II rmwn 1 

rnucal element or su=:ss to lhc maztct place. Tbc Te~wu"'•-s Act of 1996 crnl"""m lhc Mt~ and 

''RA to rcl!"lalc OT AG domcsuc and mLCJNUonal tbarJcs fot onpnauna and tcmunalln& callt on the OT AG 
ncl\\or~ Camcn ma~ scdt cxpcdltc:d IQ\'Ctiiii>CDI llbnrauoa 111 lhc cvm1 of a drJpuk ,.,lh OT AG 0\U 
tnlerconnccuon r.IIC$ In 1997, lhc Muusuy has been actl\'e In ordenna OT AO 10 rcducx IU domcsiiC l "ltclw:d 

omerconnccuon charges 

DT AG 11 m the proccJS of csublilhina camcr·lo-a.tner r.a1cs and 1crrns for domcsuc leased hncs. wluch ,.,II 
nllo" nct,.orll opcrutors 10 usc OT AO's factiJucs 10 hnk lhc11 ncs"wk ccntcn. Tlus tanJ't Will also 1;0\'Cm 1hc r.al.cs 
OT AG ,.,II charge for c:amcn 10 CIOMCCIIO tnltmaUonaliUbmanne cable lillldJn& SUUOM The: Mtrulll) or NRA 
must appro"c lhcsc r.aLCS, and the ntcs may be c:baltensee by opc:1111on 

In 1997. TclcJllobc GmbH C:Siabhshcd an tntcrconoectJon asrccmcnt "'lh OT AG "luch the: Corponuon 
bchC\ es ll compar.ablc 10 lhok obtained by other opct'liOfl II has not yet been app<v\'Cd b\' the NRA but the 
Corpo111uon does 1101 expect lhcrc 10 be a n-atmal chan&e tn 1111CS untllooc:arhu lhan 1999 

Fro"« Tclccommwucauons facihucs and SCf\'1CCS an p'Cil>Cd b) lhc 1996 Tckc:ommurucauoru An. "hiCh 
csiAbhshc:d a Tclccommwucauons RqWaiOr) Aulhonty i ARr) Licenses an ~~ JD !aahucs-bucd opc1111em 
under An l'·l . and to \'OICC tclcpboo} scn1cc pn1Y14u1 I-.Caaltuc:s4Jascd opc:ratonl under An J.l·l 

lntctn;JUon.al earners "1uch bwld new 1n1cmauonal capK>Iy OUtalf c of Fllii>CC ln.l) 1101 be CliUllcd to An 3'·1 
hccrumg 
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ART has approved domestic mterconnoction rates by which FnlllCC TeiCQJm oll'ers f\01tched Stt\1CU to An 
33·1 and An. 34· 1 llc:cnsccs Iince Janll&l}' I. 1998. Tbc:se rates generally favor An 33· I uceru«S b~ adopUnj: 
lower per nunute clwJC$ then available to resdlm. and ~· pcrnurung earners to obuun nauon"1ck all 
ternunauons from a lingle point of miUCOiliiCCUOD. An. 34·1 hc:cnsccs must a~Abhsh potnts of presence m Q<;h of 
18 ua.nsn mDCS In order 10 obwn nationwide temunwon. or else pa~· rcwt long duuna: charges to Fr.lnct 
Telecom lncreasma cornpcuuon among French amas has lead to the de1elopmau of tnerc:&sed ct101et fo• 
rouung of Frana: ltnlllll&WIJ traftlc. 

• 'DffZ hq. Rqulatory autbonl)' u bdcl by the Ot!ia: of the Tclccommwucauons Aulhonl) rOFT A., \4luch 
was c:stabliabcd by thc Telccommu.nlcauoDJ Ordinance adopled dwtll,ll Bntiah colorual rule Tlu' structun: u 
rcwncd pwlll&llt 10 thc Bull: Law. wbldl JOVCti.S the SWill of Hona Kong u • Spoctal Adnururuuu'-c R.c~t•on 
Jllbjcct 10 the People's R.cpubbc of Chma. OFT A bas licensed four domuttc faa!Jues-bascd amen. but 
tntemauonal commu.nleatioos n:mal.o an exclusive monopoly bcld by Hong Kong Telecom (· HKrl unul 2006 h 
IS possible that HJ<T may agree to abbreviate Us cxchWVII)', and II il \41dcly reponed thai HKT IS In DCj!OUllliOO 

\41th Cluncsc llllhoritics with respect 10 thb blue. 

Resale ofHJ<T iDICtllltiODII ve»oe IICMces for the prcn;iston of public switched voia: semces" proluuhed The 
HKT excluslviry docs DOC resuiCI n:aJe of scrvi= for pn,-at.c use. and OFT A luts hoenscd 14 amen. tncludmg 
Teleglobc Hong Kong. 10 prvvldc vlnual private netwotlt acrvloes. which pernut luruted resale of HKT 
tntcmauonal privat.c line drcuiu. End UJCn may alao obWn direct - 10 mtemauonal utdhte symrru usmjl 
\'Ct)' &mall apcnurc tcnl1inaJs_ 

lt1ptUI. iD 1997. Japan adopted an open martel policy in c:oajuDCIJon with IU ntl'er Ill the C:ODICXI of the WfO 
Agre<menL Japan Is lior:nc!na an unlimiiOd IIWilbcr of Cadlttie&-bascd and resale ratcmauonal \'Otoe operaton and 
has removed foreisn owncnhlp I'CIIlictions for Ill canicn Oilier tlw! NTT. the donunant local cxchanse c:uner. 
and KDD. the laiJC$l intcmauonal canict. Tbe Corpora:tlon hu inlm:$1 tn nenl.cr of thele "''0 comparues The 
result of Japan's hberallzauon hu boen to itnmr:ldalcly mcrcasc the ownbu of mtemauonal camc.n opcrauns: m 
Japan. sevual of which have rubswnlal external lcleconunuruatioru nctworltJ. lnclud1ng the Corporauon. Japan 
tw also adopted a pernusstvc polk:y respccUn,c bubbing of thin! c:ounuy trafllt tbrough these extc.mal nct\4-orlu 

- 32-



fY. SELEO"ED CONSOLIDATED fiNANCIAL INfORMATION 

FIVE YEAR DATA 

The foll01l1ng l.lble scu forth. for t.bc penods llld the elates uw:l.u:atcd. Jdcaed consolidated ftnana&l 
uuonNUon for the Corporauoo llld IS prc:saued 111 accollianc:c wnh Canec!"n OAAP Tbc a.elc:acd consol idated 
finana&l data for each o1 the 6•-e yt:anto t.bc five-year pcnod coded ,..,....,.,.... H. 1997 an: cluwcd from the 
consolidated finanaal mt..ments o1 the Corporauoo aucltted by Raymoncl Chabot Grant Tbomton 

AI at aad For t~Year !Aiclecl Dcumllfl' 31 

J22' l!:!i J!m 1994 199~ 
(Ia •IIIJoet at CDNS. cuqn per Ilia~ -•Ill 

Re\eoues .... ... -········--.···-······· s 1.987.9 SI.S62.7 $ 1.391.3 Sl.l64 a s 1.320 0 
Gross Marpn .................................. u. 711.2 6060 S669 501. 4)1 7 
Income from conunwn& opcnuoos ..... 111 4 107.6 66.1 611 51 I 
N~ tnCOmc .•. ....................... ··-······ 140 s 112.$ 194 11-4 6 69 I 
Net tnc:ome 10 c:ommon 
$ban:bolclen ········-····· 1337 105.7 12 6 79) 69 I 

Eanungs per ~- ·······-···-··• ..... 
BasiC ..... ···-· .. ··········-·· s 212 s I II s I 4 1 s I )6 s 114 
Fully dtlutcd ...... , .. _,., ........ s 204 s 1.68 s I 3 I s 1 2$ s I 10 

1otalaneu ............. .... 2.584 0 2.) 10 4 2.030.3 1.934 4 1.761 2 
Long·lcnn Ckb;ii', ................ . ....... 605 5 717) 67H 63 I 9 669 ~ 
Sharcbolclcn' eqwty ............................ 1.114 5 939 2 873 .5 811 7 6)0 9 
Cash dtviclcncls clcd&Rd per shan: 
Common and F ust Series 
Preferred Shares ............................... s 0 S7 s 046 s 0 39 s 035 s 0 31 
Second Sencs Prdcmd Sban:s'l' ....... s 067 s 200 s 200 s 200 s 200 
Thud Sencs Prdcmd Shares ......... s I H s l lS s ll$ s 101 s 

Number of Common Shares 
outsUnchng (In nulhonsl"' 63 7 561 510 ~61t 5(, K 

111 Ex.cJuda cum:n~ J*UOD on.....,.~.crm cltbl 
fll The Second Senes I'R!cmd Sboto ~allier ...,\'U\Cd mto c-S1wa b) May I, l99712.WI.IIbl >1wn1"' 

rtcltcmed bv lhe Cc:rponuoa oa May l , I 997 ( 1.1 )l tlwcll 
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QUARTERLY flNANOAL DATA 

1\t\'eJ'IUCS .................... .......................... 

Gross margrn ............................... .......... 
lnco.me from continuiliJ opcnuons ...... 
Nct UICOone .......................................... 
Nc11ncorno: to common slwdloldcn .. 
Eanungs per share 
BlUIC ........................... ............. ............ 
Fully diluled ........................................ 

RC>'Cnucs ............................................. .. 
Gross margin.............. .. .................. .. 
lncomt from conunwna openuons . 
Nctancomc .................. ., .................... . 
Nct 1ncome to common sharclloldcn .. . 
Eamongs per slw'e 
B:UIC ............... .. ...................... . 

Full~· dJiuiCd ........................................ . 

<>venca £adcd 
Dec. 31, SepL 30. Juac lO, 

1997 1997 1997 
(iD allliocu ol CDN$, a cqn UKJUDIJ ~· shu~l 

SS76.S SSI4.1 $474 7 
203.9 188.1 172 .~ 

23.4 l&.S 30 I 
4 1 a 3&.S ) )R 

400 36 s n I 

062 0.57 () $() 

0.60 O.SG 0 4~ 

Dec. 31, SepL 30, JuDt 30. 

"" ' "' 1996 (iD oalllloeJ ol CDNS. cue-pi ILIDOU1IU ~r all• rei 

$439.4 
1 6~.5 
349 
323 
306 

0.53 
0.48 

DIVJDENDS 

S39U 
160.S 
326 
lS7 
HI 

0 58 
0.53 

Sl75 2 
IH 6 
H8 
2H 
2H 

0 44 
0 olO 

Man:bJI. 
)997 

S-&22 (1 

I ~4 II 
26 4 
26 4 
J4 M 

(I 4 1 
II 411 

Me rcb J l , 

'"' 
$)$() (J 

IJ7 4 
~ ~ 1 
17 1 
I ~~ 

0 26 
0 26 

Tbc Corponuon's pohcy is to PI> qu.utcrly dividends of 50.15 per share on us common shan:s and Forst Scnu 
Preferred shares In addluon, the Third Scnes I'Jd'cmd slwes PI) fixal tumulau\'e dJVldcnd.s II the nte of 5 4~o 
per annum. also payable on a quanuly basu 1bc: Corponuon 1\u paod cash dJvodc.nds dunn& lbc las1 fwc 
financ1al years prccedJng llus 1Mual anfonnauon fonn on iu common IMI'tl, Fam Scncs Preferred slwes and 
Second Scncs Preferred slwes (until May 1997 when auch slwes ~~o-ere either COfi"Cned 1n1o common sMr<s or 
redeemed by the Corporailon) and dunliJ the last ~ q!Wien of 1995 and the last ~ liiWICI.ll ~=· on au 
Thud Scncs Preferred shares ( ICC •ScJcacd Consolidaled Fmanoal lnfonnllJoto• obcn•c Willi rupcct 10 the 
dlvodcnds paod b)' the Corporalloo dunna the last ll"C fiacal yea~~) On May 14, 1998. the Corporauon's Boanl 
ou1hori1~ an mcreuc fl'Om SO. IS 10 $0.17 in the quanerly dlvocknd on the common shares and F1« 1 Scnu 
Preferred swcs of the Corpomion, PI)'M>Ic u of the ICCOOd quancr of I 998 The Board also aulhonud a 2 ror I 
stock spin b) \\'a~· ofSIOCicdlVIdcnd.dYCCII\-eJunc IS, I998 



V. MANAGEMENTS DISCUSSION ANP ANALYSIS OF FINANCIA L. 
CONDITIONS ANP RESULTS Of OPERATIONS 

Rc!cKna: Is made 10 tbe ICCUOn CIIU!lcd "Manllgernenl's OtiCIWton and Anah.as• on p;lj!C5 N to 11 or the 
Corpcmuion's 1997 AMual Rcpon. wluch tJ tllClOrponted h<Rtn IY\ n:rcrcna: 

VI. MARKET FOR S£CVRJDES Of TftE CORPORA TJOI" 

On tunc 12. 1997. lhe common shares or the Corporauon were bsted on the NC\< York Stock E'chan~c In 
Fcbruat) 1998. the common dlarcs w'CIC ddJSied from lhe V&neou\'Ct Stod EAchanec As a result. the com111on 
•twu or the Corporauon are now IIJted on t.bt New Yor\ S1ock Exchan~C- the Montreal E>.dwlgc and The 
Toronto Stock EJcchanJc 'The 11urd Scncs PRrcmd sh.vcs arc hstcd oo the Montreal E.clwlgc and The To•onto 
Stock Exc.hanlc 

yn, DIRECIQBS AND OFFJC£85 

The name. muruopahl)' or n::sidc:na:. oO'icc bdd v.itb the Corporauon and pnnc•pal ocarpauon or the CIJrecton 
and officers or tbc Corpot111on are Jet out bclolo In addmon. tbc elate on wiucb each director c::ornmcnad to ocrvc 
111 that capactl) IS tndlcated 'The term or otncc or c:acb dirCCIOf wUJ c:xpuc AI the next &Mu.tl rn«ttng or the 
Corponuon 

Namt a.Dd 
Munl rfp•lltyo{Rnldso<t omsul!b tbr Cgrpo[!I!Oa 

J Briu Ave..,... Dtrccwr 
WCS1m0W11, ¢ucbcc 

Dr r<t. H. BarDrf" Dtrcca 
Montral, Qucb« 

J. \' Raymund Cyr, o c • ., Ou-CdDf 
Monttal, Quebec 

Bruno Duch u mr ... 
WcJtmount. ~bee 

C<orJ< A. f lcrltdlcr"' 
1 0<0010. OallnO 

Pl•rn MacDuutcP"• 
Vndun. Qucb« 

(', Ed•u rd l>lcdlonll''"" 
J or onto. Ontano 

Dtrcca 

. )S. 

Pd pdptl OsfMptU211 

C1wtmon. 
St J- Ftnancl.ll CorpulloniA< 

Cblumon 
and Clucf Eoccuu~ om .... 
lkll C&nlda IA~m~&~IOI\IIIA< 

Cll&lnnan. 
TckMt C&nlda lAc 
s.~o <noup "" and v,_ Tclccommuruuuoru Inc 
Director, 
Bell C....S. and BCF. Mobtk 
QlmmiD\IUIIOIU W 

D!astor Slos-s 

fcbnw'\ 1'1'11 

Mil\ IV'/2 

f'rcJtdcnt and Clue( hetull • c<>mca, M•• 19<1" 
Tcl<')'ltcm llll<:miiiOnll Wuclcu Inc 
E><ccuuvc Vtcc·f'rn•dcnt, 
T cktvstcm Lid 

I'Twclcnl. 
tow IIAIIoiA< 

I'I<JJdcnt, 
lklu .. vod ln•ouncnu to. 

Ma• IWt 

Ma1 tW1 



.. 
tfamc- aDd 
~YIIs:I~IIIII R( BaliaiB 2m a: !!11b l~s; S:21:21DUID l!d1SI1211 SlsS;IRI!b!B l!las:cor ~la'r 

Jean C. Motll) .. O.r«~ar Cllauman. Clue( ExCClJIJ\·c Offica Nn,nnhn ,,,.,~ 

Monue&l. Qutbec t.nd l>ucctor. 
lkiiCAM<Ia 

hcudalt. Clud I"'"'"< tllf!CCt 
t.nd Ottcc101 
HCEinc 

C.nnaod Nonnaod'" O.r<Cior l'resadcnl, 1\lljtu<t I '1'1" 

Stc ~Hall<), 
ADDENT>A <:.puallnc 

Qu<bec 

Cbarlt• Slroh Cb.wman and Clud Ex«ullvt ChAuman and Cl11cf hc<UII'< Ma\ lqc)2 

Montre&l. Qutbec Olfoea, Olfaca. 
Tclqlobt Inc 

It AI"IOOid SU.Ielocfl''"" l>ltecu>c A&ooaat.t:. ~ cm.at\ I ~HQ 

Montre&l. Qutbec ClcmaD Llldmct S1ctnbaJ Inc 

Pcttr C. Wllhe"' Dtt<CI<II l:.a«wve v-l'lmdcnl lk<cmhcr IQ?\ 

u.nrr. Albct\a Tho R.ovelll<ln Corporauon Lurutal 

and AtJW Corpofataon LunH.-.1 

Lnatot1 Roaald wn- •• l>trcdOI Cba.aral<an. Clue( ~·• I llfoca ll«a .. .n I~ 

Montreal. Quebec and IN<ctcc. 
IJCE Inc 
Dtt<ct41. 
BciiCAN4a 

Paolo Culdl l'rmdcnt and Clud bccull>-c l'luldc:nl and Clue( b«UIO' < omca. 

McLcca. v.,..,. .. OlfiCCf. Tdq)obc c......_"""' 
T e.lccJobc COIMIIIIUC&IlOM Corparat100 

COIJIOOIIOD Cb.wman. l'resodcnl and 
CluefExecutl\'c otroea . 
l clq)obc lnt.t:mataonal COfl'O<at-
Chauman 
1 clqjob< liSA ln. 
I'ICSI<lml and Clue( I..Ulcull'< Oifl<a 
T clcaJobe Cmodo Inc 

ClaudtSqula Exccw•-c V~te·l'ralclctlt. ExCC'UIJ..-c V~«·l'rmdcnt. FU>IIlU 

MoWII·Royal. Quebec Fanantc and CludfUIIIl(aal and Chacff anonca.l OtTu:cr 

OITICCf, T elcaJobt Inc and 

OudExccull•-. Oll'oe<t. T elq)obo Cmodo Inc 

Tclc&Jobc World 1\lobthl) 

Gvtbrk J. Stewan Exccw .. V~«-Praodaa1. bccuta.-. V~te·hctadcnl lOfl'O<ll< 

\\ <>IIIIC<Int. Qu<bec Cupcnl< On'dopmml 0c•clopr1.111. 

Chamnon and T eleJiob< Inc and 

Oucf Exccuu>< Oiflca, 1 clqlobc CAN4a Inc 

Tolqlobc Med~A Eftl.t:fpnoc. c ........... and 
ClucfExCitUIJvc Offi<a. 
Tclqlobc Medaa ~..nl<fJIO"'' 

Aadrt Bourt>oaaoh V~Cc-l'lmdcnl. Lqal AlfaLn Vocc·l'rnldctn. Lcpl Alfaau ...J 

St L&mbcn.. Quebec and Corporate Scctel.ol\ Corporate 1oc<rcl.lt) , 
1 clq)obc Inc 
V~«-l'ralclctlt. Lqal and Rqulal4n 
Alf&lt1 and Corpofat.t: $cu<I.V\. 
TckJ)ob< CAN4a Inc 



" •mt aod 
MyplgptUry or Bnhtgss OQ)sy -tsk sH Comndn 

111rrld V.l\t. Bndlord 
Clld Cbc!Ka. Qll<bc:c 

J• tqvu Drforan 
\ <tdlln. (JUclx< 

Fn nC1Mt lAvriD 
I"01A1<.CI&uc. Qll<bc:c 

Trcuurcr 

Vocc·Praidcn~ lcdlllolocY. 
Praa4au ond Chod ()pcralulc 
OOICCf. 
T dqJobc Wcrld Molotbl) 

I II Member ollbr Aucbl C-.11« 

PdtdRtl OrsJntM 

V-l'raldcnt. Go.-.mmcnW ond 
Ulmlo!Rtw-. 
T dqlobe Inc ond 
T dqlobc CCIIda Inc 

T~U~UJCJ. 
T dqlobe Inc ond 
T dCJlobc CCIIda Inc 

Vocc-l'rcs>dmt. Fw.ncc ond 
~ Ccoatnolla. 
T dCJlobc In< 
V,..._l'laJclml.. FIIIIIIICC ond 
Caurclla 
T dCJlobc CCIIda In< 

Voce·~ Tcdlllolol) . 
Tdqlobc Inc 
Prao4aoo ond Clue( Opcra1q 
O!!ica. 
TdCJlobc World Moblbl) 

I 21 Mcmbct of 1M Corpcnt.< GoV<niOIIU ond Rcl&ocd Pltt\ 1 raouo<IIOIU Rmcw Commoll<c 

11• Mcmbct of 1M Fw.ncc Cammo11« 
I 4) Mcmbct of the: Hwnan Rcoaurta Comnull« 

Dunng tlit last fwe )'WS. exll of the foreJOiftJ lw bdd the priDCIJW occupauon 111ovo11 opposuc Ius rwnc. 
t\tq)l as foii<I"'S 

pnor to fdtnw) 1998. Dad< H Bumq wu a1Jo PrcAdcDI o( Bdl Canada la~m~&uooal Inc.. pnor to M.a' 
l 9W, h< was abo Excc:uu'~ Vocc·Prcsicknt.lnl<maUonal of BCE and pnor 10 JanOW} 1993. he was Canad3"l 

Amtusmor to lhc: Unncd SWCJ 

pnor 10 Dc:ttmbct 1997. J V. Raymond Cyr was a1Jo Clwrman of lMI Comrnumcauoru lllC: • pnor 10 Ma!ch 
1996. he "as Clwrman or Bell Canada. pnor 1o JanUll)" 199$. he was Clwrman of BCE Ventures. pnor 10 
Jan~W} 1994. h< was Clwrman ofBCE Canadian Telecom Group and pnor 10 April 1993. he was Clwrman 
orBCE 

- pnor 10 Ma~ 1997. Bruno Dudwmc .. -u l'rcsldcnl and Clud Excc:uU\~ Oft\«, of Tel~uem lnterNucmal 
Worelc:ss s.,...,ces lllC:. pnor 10 Fdtnwy 1m. he was PrcAdcDI and Clud Excc:um~ Olrocer of Canada 
Popfonc Corporauon. lhc: prcd :nP" o( Mlcroctll Tclccommunlcauoru Inc and pnoc 10 Dccauba 1993. he 

w;u ~CC:UU\~ Voc:e-Pruodcnt. Slnlltl)" and Dtvdopmcnt of lhc: Corporauon 

pnor 10 Januaf) 1997. George A. FoctbeUc:r wu Vu:c..CJwrman. Rosen Commurucauom lllC: and pnor 10 
Apnl199l . he wu Clwmlllll and CludExcc:uu'~ otnc:cr ofR.oacra Canlcl Mobolc Comrnuouc:auoru Inc 

pnoo 10 Sc:pwnbct 1994. Poem: M.w:DocWd was VKX·I'ralcknt. TGV Prop:~. T~nauon Eqwpmcn1 
Group or Bombardlc:r Inc 

• J7. 



.. 
- pnor 1.0 M&y I 998, Jean C. Moo I)' was Cbauman. Chief E.xcau.ivc O!liccr and Dm:aor of Bell Canaclll and 

Presldclu. Chid Opcnling Oftlcxr and Oueaor of BCE. Inc., pnor 10 October 1997. be was Vt~·CIIIIIIIllln and 
CtucfE.xu:uuve O!llcxr orNonbcm Tctccont l.tm1tcd ("Noncl"l. pnor1o Fcbn.wy 1997, he was Prtstdcnt and 
Clucf Exccuuve O!liccr or Nonct and pnor to Marcil 1993. he was Praulco1 and Ch:cf Opcraung Officer of 
Nr nct 

- pnor 10 Sqxmtbet 1996, Cumand Nollii&Dd was Pnsidcnt or Les Conseillcn FtiWICtcn du St·UUKnt Inc 

- between Seplcmbcr 199S and AuJIISl 1996. Cbarlcs Sirou was alJo Prcsulc:o1 and Clue! E.xccutwc Ofticcr or 
Tdc&Jobc Canada Inc. and be is a1Jo Clwtman and CbldE.xccuuvc Ofliccr orTc~csys~cm Lui 

- pnor 10 Apri11997. PciCt G Wlu~ was a1Jo Clwm:wl orUniMedi&Dwis&on. Holiutlcr Inc 

- pnor 10 Man:b I 998. L)'IIIOD RooaJd W'thoo was Chairman or Bell Canada. pnor to M&) 1996. be "'U 

Clwrmm. Prcsiclc:ol and Chic! E=:uuvc Oflic::cr or BCE. and JlTUlf to April1993, be was l'rcslclcnt and Cluef 
ExccuU\"C Oflica ofBCE.. 

- Pnor to JaniW)' 1991, "-olo Gu.idl was Prcsiclc:ot and ChicfE.xocutn"C Olliccr ofTcle&Jobc USA Inc . pnor 10 
Augus~l997, be,..., E.xec:utivc Vlce-Presldcn!. l.tumwioo.al Martel or the Corpo~uon and Tdcglobc Canada. 
prior to Aucust 1996, be wu Prcsidc:o1 and Chief !Exceuuvc Oflicet or TclcaJobc USA Inc and Tctcglobc 
lnlU11&uonal Corporation and E.xccuth'C Vtco-Presidcnt. l.olt:matiooal Martel of TO. pnor 10 l>iarc:h 1996. be 
was Prcaldcn1 and Cbld Executive Ollica of Tclcglobc USA Inc. and E.xccuuve Vico-Prtstclcnt. lnu:mauonal 
Marltct or TO, prior to October 1995, be was I'Taldeot and CbldExccuuve omar ofTelcglobc USA Inc and 
prior 10 FcbtiW)' 1995, be was Prcsidc:ot of Sprintlntml&l.ional. 

- Prior 10 AuJUSI 1991, Oauclc SCJIWII was E.xccuuve Vice-Presidcnl. FutanOC and Corpo~lt Development and 
Clue! Ftnancial Oft!ccr of the Corporauon and of TdcJ)obc Canada and pnor 10 Au8US1 1996. be was 
E.xccuuve VJte·Prtsidenl. FUIIIIla: and ClucfFtnancial Ofliccr of lbe Corporation and Chtcf Ftnancta.l OITtcer 
orTclcglobc c:.n..da. 

- Pnor to FcbtiW)' 1998, Gutbne J. SteWatt was President and Ctuef E.xccuti•"C Officer of Teleglobc CJTllclll. 
pnor to M&y 1997, he was E.xccuuve Vtee-Prtsidenl. Canadlan Ma!tcl and NciWOrk Opcrauoru of the 
Corporauon. pnor 10 Augus~ 1996. he was E.xccutiY!e Vta:-PrtsidenL Corporate Developmenl an<! Corporate 
Secretary of the Corporauon. pnor to Fcbnwy 199~. be was E.xecuuve Vta:- Prtstclcnt. Go\ cmme.nt and 

ln1cmauooal Alfaln and CorporaLC Secreuuy of lhc Corponuon and pnor to Au,.uS1 1991. he ";u Vtcc· 
Prtsident. Lcpl M&nus and Corpora~ Secruat)' of Lhc Corpo~on 

- Pnor 10 AuJUSI 1996. ~ BowtloNWs was General Counsel of the Corporauon; pnor to June 1 9':~. be was 
Oarcctor. Lcpl Aft'aln of the Corporauoo and Oir=or. CorporaLC AIWrs and General Courucl of Tclcttlobc 
World Mobiltl) , a d.iviSJOO of lbe Corporauon. pnor to February 199~. be "...s Scruor Lcpl Counsel of the 
Corporauon and Dtrcetor, Corpo~ and Lcpl AlWrs ofTckglobc World Mobtltl) and pnor to JllnWII)' 1991. 
be was • pu\lltr Willi Transact lntcmaUooal. a mcrp and acqwsauon consuluna pvup 

- Pnor 10 AuJIISI 1997. Menct V M Bradford was 'Via: President. GoYtrnm<.nt and ~gulaton Aff:urs of 
Tclc&lobc Canada. prior 10 JW!C 199~. sbc was Assoc:utc Vta:·PrtsuknL Go\"Cmmcnt Alraars of Tete~ 
Canada and pnor to J&niW)' 1994. sbc was DtrectDr Genaal, Laun Amenca/Canbbcan B~ndt, Forct&n 
Aff:urs and lntcmauonal T111dc, ~'COUllc:Dt of Ca.oada. 

- Poor 10 April 1996, Jacques Odorses was Scruor ~. Nonh Amcnean Corporate Banking of Nauonal 
Bank of Canada 

- Pnor 10 Oaobcr 1993, F~tS 1..\unn was Corporate ContrOller of the Corporauon 

• 
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vm. StATEMENT Of REMliNEMDON Of PIRECIQRS 
AND EXECUTIVE OFFICERS 

RcfcH:ncc IS ltllde lo the KCtion cnullcd "R.emuncnuon of D1~1ors and Exccuu,·c Ofl'lc:t:rs". 1ncludm)' lh< 
llcpon on Exccuu"c Comperuauon b~· the HUIIWI Resow= Conurunec. on pa~es 8 10 I~ of t~ Corpom11on's 
1998 Managcmcnl Proxy Circular. wluth" Incorporated btrctn by rclercncx 

[X. RECENT DEYEJ.,QPME NTS 

In Janua~· 1998. lbc COIJlOtatlon rcadaccl qrumcnt " 1th Q~ooq~ CommwucauOTU lnlcrNuonal l nc I"Owesl") 
u mulumedla commumcauoos c:ompany bulldlQJ a domesut IICIWOII< that will 5Cf\'C 0\-er I H U S c1ues upon 1u 
c:omplcuon an 1999. 10 swap c:apadty on tbelr rapcam: tdccommumcauotu llCiworb The m1ual arr4n~mc:11 
allows 1bt Corporation to swap up 10 four lH rlll:pbll-pct·lllCOnd ttanatl.tnut artuns an liS global fiber opliC 

network for up to four ISS mqabit.,er-tillCOIId arcwts tn c:maln tqmeniJ of Qwat's US fiber net" or\.. 10 b< 
speclficd a1 a later dalt 

On February 5. 1998. TCI a.ld Stenlor. TCI's II.IJC$1 CUSIDmet. announced that Lhcy h.ad rcaclled a~trcemenl on 
lbt pnnopal cernu of new am.ngements for lbc conunuiQJ suppl) of sc:r'\'IOC:S bclwecn TCI and S1en1or 5« 
"Destnpuon of the Business - The Corpom~on - Carrier R.dallons and OIIUlbu\IOtU Anangemenu • The 
agrecd·upon 1erms 1nclude conuruunenu by S~entor for lbc rouunl! or cctWn proporuons of Slelltot 's antem.auonal 
1mll\c 0\'et TCI's swittbcd oei""'Olc for the )Ut5 1993 lhsoush 2000 Thc5C conuruunents arc subJCCI to 
compctiuvc pnCtlll cood.ations. As pan of these IJ'rlnl!etnerUS. the paroes have negouatcd terms for the 
lcmunauon by Stentor ID C&nada of ccnaJn pnlll0ru01U or TCl's Inbound lDICm&Uonallnflie for the ~un I m to 
2000. subject to nurumum pnce rcducuons ~ S~tncor m 1998 and othe, compeuuvc pnc1njl condmoru The 
compan1es have also rcnegotia!Cd the terms of the S~tntor's supply to TCI of leased Canadian fiber nn~ fllohucs 
\\hJth form p.m of TCI's network for a IC\'ell year let1ll. cndliiJ In lOOS In addluon. Stemor and Tcleglobc 
Canada ha\-e a.crccd to the terms or a five year conurutmcnL ending 1n 2002. for the marl<eung of l.he Canada 
0 arect " ' scrv1te 

In March 1998. the Corporauonacqwrcd lhsoush TCIIIlUISIIIUSIOn capaol}'on AC·I submanne c:ablr ncr.•or~ 
.111d Tclcglobc USA Int. and Tdcglobe (U.K ) L1nu1Cd acqwrcd comspondml! mland baclth4ul tapat ll\ The AC· 
I cablr "'" prcMde rcstorauo.n c:apacu~ for the enure Tcleg!obe Gl~·stern Atlanuc cable5 and •dd111onal 
capacn~ 10 handle gro"lh an tra.lfic The Corpo111uon will ID\UI approl<lmatcl) U S.S49 nulhon an 1Jus cable 
~$tern 

On March 26. 1998. lbc Corporauoo. TCI. and StraiOS Global Corporauon cntcrcd 1nto a Tenn Sheet pursuana 
to wluch the pames agreed to oeptatc finaiiCI'IIU and condiuons for the sale of the mna1ndcr of the INMARSAT 
busmess of TCI and or the l~~ intet'CSI of the Corporation tn Sl.ralos Wardc:ss to Stntos Global Corpor:1110n. 1he 
"hole'" consaderauon of l\Ol leu than S 7S million. Tbe clOSing of such uansacuon will IP\'Oivc the temunauon of 
the nwnaj\W\Cnt coni.BCI entered mto between TCI and StniOS W1rtless Inc 

In Ma~ 1998. the Corporation. wluch pi'CVlOusl)' held a 20"4 mtercst 1n ()plel. acqu1m! the rcma1rung 1«>"1. 
from !he shareholders of()pld Cor an amount of approJUmalely U.S S:l 7 mllhon 

Also m Ma~ 1998, the Corpomuon 1nt0rpora1Cd Telcglobe Commurucauons Corponauon ((ormcrh knowt• a' 
Telcglobc Cornmurucauons busmcs.s umt) to rcpoup ns tdcconunurucauons subsld.aanes under the '-''"c cnUI) 
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X. J~rlAllUIIEQ U~~CILI.AIIQ~ Qf R~~l!LIS B£~QBIED lti 
A~CORQA~C£ WII B GEt!I;BAI.~ A'CI;PTEU A'~l.!NTIJ:!~ ~B~~[PLt;:; 

!~AA!!llt! ~A~AUA Aim WI I B J.!NII EQ SIA:n;S ~AA~ 

D~tm~r 3 1. 
1997 1996 I 'W-I 1994 1993 

(Ia mlllioGJ al CDNS. Uttpt a~~~ouau pu lba~) 

Net tncomr -as n:pancd ..... ........... s 140.S s lll.S s 119 ~ s 11-4 6 s 69 I 
AdJUStments 

Faretgll cxclwtgc (11 ........ - ........... 33 06 6 I (7 7) (S71 
Empl~u share puzcbase pl&n (b) •... (0.3) (0 2) (0 2) (0 l ) (0 ~ I 

Purchase accounting (c) ..................... (0.2) (0 3) 0.2 I I I 0 
Rent eacalauon (f) ............................ (0 l) (I 0) (I 7) I 2 ~~ 0) 

Real cstate JOIOI venture (J) .............. 0.11 1.0 I 7 (~ 9) 
Development suge cntt:IJ)nses (") ..... s.s (22.2) ( 16.1) (l 81 
Post·rcUremcnt ~ncfits (i) ............... (0.2) 0 2 
Income wces (j) ........ ........................ 1.8 29.11 I~ 0" 
Exuaordmary ncrn (k) ...... . ............. !JO.I! 

10 ~ (22 4 ) !9 I ) (ll 91 (6 )) 

Net tncomc - U.S. GAAP s IS0.9 s 90.1 s 796 s 71 7 S6U 
?ro forma net UICOtne - U.S. GAAP 
ltncludm~ SFAS 123 clfcctl (I) s 1~7.S s 88 9 s 79~ NI.A NIA 

EanunSJ per share- U.S. GAAP 
Baste 

Before dt.sconunucd opuauons and 
cxtraonlln.uy ttem ......................... s I~ s I 83 s o.as s 0 117 s 0 91 
Dtsamunucd operations ................ s O.JS s 008 s 0 40 s 0 :' s 0 20 
E.~raordtnAf\' ncm ....... s s (0 4&1 s s s 
Net tncome .................. .............. s 1 .29 s I ~J s 125 s I I~ s I I J 
SFAS 123 (1) ................ .. ······· ... s 2.23 s 1.40 s 124 N/A N/A 

Dtlutcd 
Before dtsconunued operauons and 
extraordtnazy ucm ........... s I.U s 1 72 s oas s (Ill(, s (1 91 
Duconunucd operauons . .......... s 0.)4 s 007 s 032 s 022 s 0 17 
El<ltaOrcluwy nem ........................ s s (0 ~31 s s s 
Nettncome ........... .... ............. s 2..22 s I 36 s I 18 s I 0~ s I 10 
SFAS 123 (I) ................................. s 2.17 s I JS s I I~ N/A NIA 



Slwdloldcn • cqwty - as rc:poncd .•. SI.IIO S 939 I s 173.5 S &II 7 s 6)0 q 
Cumlllaln'< ldruvxn" 

fOt'CII!II acha'IIC (1) (10 0) (I))) (I) 9) (200) ~~~ ,, 
Employee s.b.a:n: purcb.uc plan (b) H 77 79 8 I 8 1 
Purdwc aa:owJUII3 (t) ............ 7.8 110 8 J 8) 70 
Income wcs (d) ........ (6.2) (6 l ) (6 l ) ~6 ~ : !C. 2 I 
Stwc ISSUC cxpco.sa (C) .... " " (UI (I 2) (I 2) ( I 2 l ( I 21 
Rent c:sc:alauon ((} .... (59) (56) (4 6) (2 9 ) (4 I ) 
IW' csw.e J0U11 YCtiiUrC (&) (I 4) (22) () 2) lU I 
Dc\'l:lopmcDistqe Clllapnla (h) ()6 6) (42 I I (19 9) () I ) 
Post-rcUremcnl bcnd ha (t ) ............ 0 .2 0.2 
I nc:omc laxCS (J) ............... .. ))8 )2 0 2.2 22 08 
~ ncm (k) ............... " ()0.1) (30 I) 
CwnulaU\'C uanslallons IIIJIIIIJIIC1\!(m) !H! !2 2! !0.3! 

Stwcholdcr's equity- U.S GAAP $1.066.7 s 114.1 s uu s 791 ) s 62) 2 

tal DIITct-.s a1UU1C fnm lhc IIICI.bod or ............. tor fDm~J~ cun_,. ~ IDd ~ ...... and loola 
lbl To a<COUIIt for lhc ""'"P"'*MII c'-or.._., -llllllor lhc J ID)• ...... pwda< pic. 1<> -lhc ducouDI 

(tun ,_value or ......... ~ IDd 10 ~ ebon:boldon' eqwty tor ......... c:mpl ,_ ... purth&lo ........ 
ttl ~Occu r~ of c1o:pt1aaum t:llpCIIIC. oct or ............u1 JOOIIW\11 - ..-111111 fnm .-.dcducubk 
ddT~ beN>""" lhc recanlal -. or...,...s 6xocl- orT ...... e-ta ..Sihc we baKe orouc11.....,. 

I d) To re•-.:nc:- we bmdlu ,....,.awd ~11ft .,.....~oua ..s •-a cndau IDd ..,,......... bmd'ou !ram 
UIIIIIAUOII of ~11011 DC'\ opcRUIIt 1-aomcd (......nl and adler 11C1 opci'IWIII-aomcd (.,...'ltd 

!<) ktOccu the RCOpUIIOO (~)or- tax balcliu on ~hart ,..,. cxpcnoc:s 
10 To rcO<ttthe .,..J)Il.IJnc-- or ~<~Cal f'CJIIal poyiiiGIIJ o-lhc...,... olopcnt~D~'-a 
111 To rcOcctthe commrmcc:mmt or real n\alc K tmllco 
!hll o .. pctuc deferred dc"""lopmall coau 
Ill Olflamc.cs aiUUI& fnm the mclbod or~ tiDUIIC for the palllo<cUiaDc:DI bmcfou 
IJI Dtll'trmca 1r1U1111 fnm lhc ...u.od or_...,.rq for- WIG 
r~ I ~ rtc:m otU11C &.! lhc fiiCt dial T ...... C.....S.. a oubooda.wy or lbc Cctrpantr.. "' 1996 bcoc:.- autr,«t 1<> 

a ltfUI&hOII bucd 00 pr1U "'\JIIIU\IIcad or the ,..._ ...U of ream Oft OQUIIV n:plallOII Tluo <vml lllU<fcd the -.n~ 
oiT o( the Probable mana< -

flo lo dudotc UDder lhc SFAS 12). lhc Ulll*t or ecco!l\l'., for IIOd:-bucd ~ ClOOipCmlllMin p1.tu The pndonn~ 
Wom\IUOftJ rdlcttlhc c:ompc:niiU<lft cmt ol opt-. ISIUCd IIJicr Doc:cmba l I. 1994 

un 1 Ta ptc><r~t lh• Cumlllauvc: uan.laUODJ adJustm<nl net of WIG 
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XJ. ADDIDONAL INFORMATION 

nw: Corporation ahall provide 10 any pe110n or company. upon rcques1 to thc Sccn:L11\ or thc Corpornuon 
II th< bead oftia: thuco!. 

(a) when the RCUriucs of the Corporauon ~ 1n the coune of a dtsuibuuon putJU&ntlo a shon·fonn prospccl~U 
or when a prdl.mmary mort-form ptOIJICIClUS has been filed m I'CipCIC1 of 1 diSlnbuuon of u.s sccunucs 

(I) ooc copy of the armual iD!ormalrOil form of the Corponuon. togctbu With one ~ of an~ 
clocnmcnt, or the penmeot pap thaeof. inoarporaud by rd~ to lh< &MUll tnfonnauon 
form: 

Cu) OIIC copy of the cunau &Mua1 repon of the C«ppO''uon wlucll conwn.s th< com!WliU•-c 
6naDcbl Altcments of the Corponuoa for tU IIICCI RICCUiy compiCUid financlll ) 'Ql' ~h<1 
wtth the~ lqiOft of the audtiOB llld oat copy at any tniUim tlnanc:l&l wtem<nu of 
the Corponuoa ~ 10 the RMooaJ ...,._,,. fOf lu moc1 Rttnll) completed fuunct:al 
)'Qr. 

(uJ) oat copy of the ia!OI'ID.Ilioo CUQIIar of the Corpomioo tn I'CipCIC1 of IU moA lt'CCIII IIMuaJ and 
apccialliiCCUI\I of dwdloklcn IIIII tm'OI\'Qtthe dcaMio of dii'CCIDB, and 

(tv) ooe copy of any ocher do<:wncftu thai ~ lJICiOiliOI'II. b)· rtf~ 1nto the prcllmtnat) 
abon·form procpcau.s or the lhon·form pros~! :n11111d ~ 1101 rcqwrcd 10 be prcMIIcd under (1). 

Cli) or (ill) lbovc: or 

(b) ll any other ume. one copy of any ocher clocumenu n:fctnd 10 tn (1), (II) or (ui) abo\·c. prcMded u.c 
Corporation may rcquu~ the J)IYliiCIIt of 1 rcasooablt cbatse if the request 11 made b)• a pc.rson 01 com pan)' 

who b not a ICCUril)' holder of the Corporation 

Addluonal Information. includios directors' and oftia:n' ranuocration and 1ndeb\od.n.css. pnnc1pal holders of 
the Corporation's ICCUrities, options 10 purchuc IIDCWll.iCS and intcrcsu or in.slden In malcnal ltllllS.'ICUORS, wh<rr 
apphcablc. IS con tamed m the Corporauon's Information circular for iu moc1 recent annual and 'J'CCI!I mcctJng of 
shareholders WI ID\'Oived the clC:C:UOD of dtf'CQOn. and addruonaJ Clnanclll lnfOrmaUOn IS pr0\1dcd 1n the 
Corporauon's CUJKnl annual rcpon whlch conwns the comp;nuve ftnancial mtcm<nu for liS mos1 ~ntJ~ 
completed fina.ndal )U1 



.. 
XD. GLOSSARY 

• Accounung rate" means the peNrunute rau: negouated ~- mtemauonal camen for each scm~ 

• Analog• means a conunuous signal whose amplnude and/or frequ~· ~es In urru: and as represenaed as a 
sane wa~ 

"ATM" means asynchronous transfer mode, a ~II rela) pi"'!ocol for tnnSDUrung dau. also kno\>1> as fa.st 
~clcet The speed at which A TM tnnSDUU is resu'icted onl) b) the capac!~ of 1M ""e used for the 
tra.nsmJSSIDn. 

"Bandwidlh" means the frequency range reqwred for tnlnSnu.ssion of a sagnal to make llanu:lhgabk The: "'dc:r 
the: bandwidth of a t.ranSnuUaon tadhl)', the greater the amount of rnfonnauon 11 can carry per wut of umc: 

"Carner" means a compan)' which oft'en telccommllllicat.ioo.s scMOC$ USIJII 111 own tela:omrnwucauoru 
facihues 

"Carcuat" means a voice·gnde analog channel or a 64 kbps dii!Ptal channel. 

"CRTC" mearu the Carw:fi•n R.ldlo-tdevision and Telccommurucauons Corruruuton. 1M Canad.aan rc:gulatOI) 
authonry NMOJJurisdicuon over t.elccommunicatiotll manus. 

"Oagnal" means a senes of disctctc pulses. or "on· and "off' sagnah, that are grouped an ~cular sequences an 
order an convey anfonnauon intelligible to the reapienl. 

"Eanh station• means the ground itlltallatlon that U'IJIIIIlill Signals to or rcc:.:l\u sagrtals from satellites 

"End-user" mc:ar11 any pc.rson or orpnization which obWns :a telccommunicatlotll scmce for au own use and 
not for resale 

"FCC" means lhe U.S. Federal Communications Commassion 

"FLAG" means an acronym for "Fiber Lank Around the: Globe". a '~)'Stem promoaed b~ 8<:11 Atlanuc 
Corporauon 

"Fabc:r-opuc cab!<" means a cable thai ~ use of special S)a.s.s fibers 10 1ransnu1 dJgatal anformauon an thc: 
ronn or lasc:r light pulses 

"Global lrll.ffic" means lrllflie that neither onpnates nor tcrtJUII.ltes an Canada_ 

"GSM" means Global System for Mobile Communications. a set of European Telc:.:ommurucauons Satellite 
Institute dagatal cellular tclc:pbone scrvi""' IWidards based 011 dagatal ltaDSnussaon and ""'llular nc:twori: 
archnccture "1th t0311\1Dg tn use throoghou1 Europe. 10 Ja~ and m vanous other c:ounU1es 

"1000" mQUU lmemauonal Direct DastaJ\CC Oaalmg 

"INMARSA r means the l.nt.cmauonal Man Lime: Satellne OrpniU.IIOII, • Hll·mc:mbc:r-<OUnll'\ O<jCJUU/JII IOrl 

th111 owns •nd opcmtc:s a J>'1lem ofs.llellites prtMdJO& lllobal mobile commurucauons on land. at sea and mthc: 
.Ill 

"INTELSAT" rncazu the Jsuematiottal Telecommunication SaleJUtc: Orpnauuon. a 142-mc:mbcr-countJ) 
organtzauon whose maJn pwposc is 10 clc:\-c:lop and openltc the spa« sepnenl or the S)ob.:al corMleraal 
tclccommumcauons welhte II)'Sicm 

• 4). 



----····--------- --

·mu· mearu an lllddcas~ble np1 of UK . .. ludl pnMdes lhc npu to UK a ldcc:ommwucauons s--s~em 
USI.Wiy an IIDdcnca cable. \\1th IIIOSI of the nlbiS and duoes of owncn:lup bal ,.,thoul lhc ""'' 10 conttOI or 
ITWIIIJe the lxihl) aDd. clependin& upon the parucular IRU conanct. ,.,th or \\1thoul .,, n~ht to sal'-a~c or 

dut~ to~ or the cable aJ the end or liS UKful hie 

·1sow means ln~eptUd SerYla:s OtJ!tal Net\O'Ofl<. a ldeeommUJIIQUOnl network that UJd tnacmauonalh 
recopuzcd mndatds to ummut dala. \ 'OICC and IJDaiCS 0\'Ct dlJ!tallu,.s 

·1sR· mans tntcnWional Ample rc:ulc which u rc:uJe of tntenWJonal pnvale lane ~en1cc:s that are 

tnlerconncctcd 11 both ends to the pubUe IWIIchcd telephone IICIWO"' 

•1nr mearu the lnu:.mallonal Telccommunlc:alions Uruon 

•Kbps• mcaru thong ad< ofb11S (kilcbtu) or d!J)tal toformaliOo per ICCODd. Btts pet sccond mcuwe the dlj!IW 
capacr,. of tdec:omm•mnoons faci.bua 

·LEC" mans LoaJ Evt.anv Carner 

·LEo· mearu the low c:anb otbtL Situated approxuna1ely 900 km abO\-c the c:anb 

•MuJumcdJa• means the propeny or I JY1Wt1 or doeumenl Ill wluch toformauon U repra:cnacd USIDJ at least 
IWO d.L!fetenl media. such U 1CX1. craplues, d.a!a. audio, \'Ideo, CIC 

•pSTJil• mearu Pubhc S"'uchcd Telephone Net\\'0"'. 

"JYIT" means Go--emmeiit owned or eon110lled monopolies known u Post Te.leg11ph & Telephone CompanteJ 
"'luch usually ptoYMk domcsuc as "'~' as antcmauonal KMCC:S 

·Reseller• means a ~ a~pJcd rn the IUblcqucnt sale ot leak on a commcraal b&u• "'th or "'thou' 
addtnJt "alue. of a tclccommwucauons sen- USiftJ the flctltues of a c:unc:r 

·sow means synclu'Ooous dlptal lucran:.h) . a mulupiClUilg lecluttque for tntumnuna dof!•tal &~ptals that '' 
used nwnly m luJh-speed fiber-opuc I)'Sierns 

•Scn'ICC ptoYMkt' means a compuy wluch olfcn ldcconunwuc:aliOns ~. oncludes 1 compan) usrng tiS 
own telecommwucauons facihues or enpacd tn the aublcqucnt sale or lease on 1 commercul buts. "'11h or 
"11hout addtn& value of a telccommurucauons KM~ USIDI the f10bucs of a earner 

· Sc1Ucmcnt ra1c· means the rau: that 11 nccouated b)' Telcglobc ,.,th a dorncsuc earner to reOoct the amoun1 

O\\'Cd ~ Tclealobc 10 the domcsaJc earner per pa.od nunute or tnffic for dch,-cnng tncomtng 
tclccommurucauoru ualJk to tts final daunauon 

·su:ntor" means the (Anado•n Alltance of pnMden of lelcc:ommu.ruc: liCtV>Ca the ""'"*n or ,.Juch an 
BC TEL. Bell Canada. The lai&Dd T~ Companr umnccS. !>ITS NetCcm Inc . Manu me Tel &t Tel 
umucd The N.,_ BIUIISW1Ck Tclepbooc Compan). LtmnccS. N.,_Td CommuntcallOns Inc . Nonh•'CSTel 
QutbccTel. Saslwchcwan Telcc:ommurucluo and TELJS Comtnwuc:attoas Inc 

·s..,tclung• mca.ns the crtablishment or connccuons bctwccn wen or a aclccommunJCIUOM nct .. 'OrL. wh1ch 

tn\'Otves the collecllon aJ1d d!Sinbuuon o( tratllc from vanous on&tM to vanous duunauom folla..1n& 
pn:dc1enntncd rouuna achcmcs 

.... 



EXHIBIT 8 

EXCEL FINANCIAL INFORMATION 



UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

WaalllaJtoo, D.C. l0549 

FORMIO-K 

AMual Rcpcn punv.mtto Sccuon 13 or IS( d) or !he Sccurines Exdwac Aa of 1934 

For lhc fiJcal ,._ c:Ddcd December ll. 1997 

01 

T~ Rcpcn pul'lllllllto Scctioo 13 or IS(d) oflhc Scalnua E.xdlana• Aa of 1934 

For lhc naalsiaa period tram to•---
c-iaioo FDc Number 1·1303 

EXCEL COMMUNICATIONS, INC. 
(tucl - ot,..,... ... ~ ............. _, 

Delaware 7s.moo91 
CII.S t J¢ J" 
--~) 

eso-__ ,_ lo .. _ .... _ol .......... _ .. ___ , 
1750 Nortll Cnmal Esprarny, S11tt lOOO, Dallu. T«:!'u 75'..31 

fA114ruo tf prleopal n«Oitl .. -~ IUp C.. I 

(ll "> u.wooo 
~· ....... .......,. ... _, 

Scc:urion l"f11SlG''d ~110 Scalon 12(b) of !be Aa 

Ho-ol-..-.. DfkttQep ,. ...,., iiifhHif 
Common Sloclc. $.00 I par val~ Nev. Y Oft Stodc Exdwlae 

Securities tqisuml pumw>IIO 5a:ooc 12{&) O( Ill< A a. 

lndu:au by cbcdt marie ~c:r the RJliU'IIDI (I) bu filed a ll rrporu requtrcd 10 be tiled by Seaton 13 or I ~(d) of 
the Seeurnlcs Exc:banac Aa of 19l4 durinJ lhc pm::edill& 12 mondu (or f11r lUd> &~toner pcnod tl\11 !he rqmnnt wu 
rt qull'Cd 10 file sud! rcpons), IN! (2) bu ba:n aubjtt110 &&td! Olin& n<qull'ml<nU for the past90 dl)'l 

Ya..lL No 

ladtcau by c:hea man: If dJKios;n of clrllnqlomt flkn pu=&nl to lt.an c os or RcJUiauon S.K I) not c:ontamcd 
hcrtm. and will not be comaiD<d., 10 lhc bcsl of rq.islnulrs knowlc.dae . on cltllnlloYC proxy or mfOf'IMuon P&ta~~CnU 
ontDrJ>C~D~td by mcn:DCC ill hn ffi ofdds Fcwm IO.IC or •Y &dJIIR!ntniiO llus fcwm I O.K. (a) 

The •urcaau mute1 value of lhc \'Oiina IIOd: (whlch consim solely or allarcs or Common Stock) held by non­
affilwc:s of the: tq.lsuet es or M.ch ll, 1991, computed by rcfcrmce 10 Ill< cklllna aala pncc of Ill< tq1S11'1111fs 
Common Sloe!( on the New Yortc S10elc Eadwtac on sud! diu. wu approxomately SI.I70,AJO.Sl0. 

The followm& clocum=la 1R lllcorpomcd by Rfm:na IDIO lhc pon of !Ius .-.a) rcpon 011 ~- 10.); U 
llldocaud 

Pontona of !he RJimwlrs dcllniti.,. Proxy Swcmr:nt for lht 1991 Annual Mtc11111 ofScoclcboldcn arc 
oncorporaocd by ,.rcrcncc iNo Pan Ill hn"Cof. 



I' ART I 

ll~m I . Bubtca 

EXCEL Cl:amlunicuiotu, Inc. IS 1 De.__ ClCIIpca._ md lbe parmi company o( Eaa:lccln 1m 
iEacelcom/. previously EXCEL Comnnmic:cioas Inc .• wb!dl was farmed 111 1911 and commm~ 
opcraliOIU in 19&9. Oo Oaoba 14, 1997, EXCEl. Cl:amlunicau.ons, Inc. IUC:CftCicd 10 1M bw10cssn or 
Excdcom and Tdco Ccmmuniwions Group. Inc. iTdc:o/. 1 faclliucs-bucd PIO~ of lon& dlSWla 
ltltcommunic:atioru savlea, punuant to the Apecma n and PLin of MC7Jn dated a~ of J1111t 3. 1997 (the 

"Mcrarr*) The MefJCf craw 1M fifth larJCII loa& climzlce c:omp1111y In the Un~ SWa biScd on tht 

numba or prcsubscribt4 lma. with pro rCIIIDa cot110lidalal anrua&l~ revenues or appvlltiWtly s:! bill1011. 
11 bilhon annll&li:zl:d loa& dJmnce mmuiCI of usace. 6.0 million CUJ&omm, and approxiiiWCiy 100.000 
ntiWork mila or DS-3 apea~y. AU rtleracr:s 10 lbe "Uimpcny" or "EXCEl." rcra 10 EXCEL 

Cornmunicarioas. Inc.. md mcludc iu JUbsldilna and jlll ~ • wn. 

EXCEl. provides loa& cl~ wl«conmUDicaoolu and peaill& wvica 10 bocb mulcntlll and 
commcrda.l cuszamm m tht United Saccs. The Canpuy b.u cltvdopcd SCYCnl marUunJ c!unnds whiCh 

llltludt clirca ralc:s 10 midmdal CQIIUIICrdal mel wbolaak m qomcn lhrouJb mdqlcDclcllt rrprc:scmauva 
i Uu/. dcalcn lllld clirca Ala ~ ill !!ddn- 10 clirca maii!IWUuD& or acwra1 dill U'OIIIIcl JRC1ucu 
These mulljplc: d.szributlon ~b wbldllarpl boch rcsidaltiallllcl commcmal C\ISIOIIIm arc aiLey element 

of tht c:-pmy's busmcss -aY a~ lbcy allow the Comjllllly 10 balance IU nawon: tn!T'Ic capiCl!)' and 
provodt muluplc &YCnUtJ !or JTOwlh 

Tb• Company's JII'CI'II»aibt4 rc:sldcntial sorMca arc IDIIUied pnnwily lhtouil> 1 nrrworl. markcunc 
system or IRs, wbrrcby lbe IJU art ~,.,.,ed 110 rcc:nli1 subscribcn whb wbcm IItty have 111 anao•n& 

rtl1uonshlp. This ncfWolic marlccilD&I)'ilalllw. bM!I wltcud by lhc CompiiiY becll.lse lht C.p111y bd~eYU 
n rtcluces oct markctia& COIU, IUblc:ribcr acq•kirior c:osa.. and wbs.c:ribu mnuoo. Htsona.lly. IJls have 
pr<dommanlly sold m idc:rnial and small t.rsirwss produca., aJibou&b lht Canpo~~~y b.u rca:ntly IIJD'Oduecd 
mhlllccd commadal produa:s so be sold by the IJU. The CADpany bcl..ws dial liS c:cmmadal rcvt:niH3 as 1 

pcrcmi&Jt of~ rcvc:nua wUimausc dunzl& 199&. EXCEL m.u1uu Ill rcs!6mual d!IJ ltOWid producu and 

snvacn lhrouJb 01&1 ~ Save-. Lea& OISI&DCI: Wbolc:Alc C~. and Tdc:o Cho~ popauu OmiiiOUnd 
customcn aca::ss the octWork by di&IIIIJ 1 uruqw (OYM!JJU Camu lclc:ruif~ Code iCIC Code/ txrorc 

dl&lan& the ownba thty 11r< c:allm& 01&1 .voaod cussocn.cn can UK EXCEL's ICI'VlCa &I any umt walhour 

chiii&IIIJ lbcir auunc PftSUbscribtd loa.& duuDcc cama. EXCEL also sells prc:subsmbcd 

1clecomnumscatiocs scrvica 10 wt.Diaalt and c:ommcrdal CU$UIIJI<n IUIII& 1 cllrcct sales fora: and 111 
andcpcndc:nt dc:alc:r arpnlzadoa thtcuil> iu Coa:lmadal Sales DtVtJaon ("CSO/ AI of Dcc:cmba 31. 1997. 
CSO had opened 27 sales ol'fias and employed or c:ocnnac:d wtlh approxlllllttly 311 clrrca Ala pcnonnel. 

117 u lu manaac:rncnt pcnonntl. 275 actrvc clc:alcn &lid 19 ttluales 11mu For the founto qu.vw of 1997. 
cso·s rtvo:nues wrrc SS6.4 mUlion. 

EXCEL b.u ~ly 3,000 anplo)"n:S wlao auppon lht cotpe~BU. nrrwonc rnmaccmma. bilhn&. 
lelucrvi«s and maricaill& flmctloau of lht Compc~y. The Compo~~~.)"s I'I'YmQQ wtft S106.7 mill- far 1995. 
S I ~ bllhon for 1996, and S I.S bUIIoll !ot 1M year mclc,d Dcccmba l I, 1997 The c:om,_.y's pncliiJIII'\ICI\Irt 

u n,ularly ro•icwcd so that wblaibcn of the c-p.nys lon& cldlancc k1YICC JG!Cnlly pey leu tnan lbty 

would for ion& distmlct savlet fi'cm ocba major c:.ncn. 

Tbt Company bills Ill< ma)OntY of 111 prc:sut.scrlbed reslclcnual CWiomcn and ra clsal -.ad au&On>Cn 

pnmanly lhrouJb loW u<Mn&c QmCf iL£C"1 blllm& and col~ ..,_nmu wllocto mablt the CornpoJt) 
to place ru char&a oo the IIIOIIIbly loc:al pboDc bUts of 111 cwaomm The Company bas .,..mmu W1lh L£Cs. 
ltlcludm& aJI of the .RqiaDal Bdl ~ Can pan• .s ("llBOCa/. dial=- wba&llually aJI of lbe swtu:bc:d 

..:em hna 111 lbe United SlalCS Commercial """'"'"~ arc blUed dtrcctly by 1M Compeny The Company 
plaru 10 dii'CCily blll alupr pcrccn~~&c or ru rulrclcnual ~en m tucurc pc11ocb 

Tbt Company's Telco Sllbsodl&ry opmiJCS • rw-wldt UltcommunocaiiOftl ntiWotl. CODJISilftlt or Jt•cn 

swuchu. Ju.scd tnrum.inlan lana and iO!lfttJIJc:a.ltd nnwork manaacmc:na sysunu daaancd 10 opumau ll'lffot 



I"'OII::QJ. This rwia:J>.• 1 DaWWtc Qft'CIIIIy -.ua of DSC DEX 600S. 600 llld 600£ rwlld!c locawf 111 

Wubizlpxl. O.C; Fort l..auOcntak, IF'Icricla; Dl...apon. low.; Cbamloop. T-. Ausun, Tcur, Us 

Vcps. NC\'IIda llld Hfw Yort. Ntw Ycft. All edct!rlc.nel IWO JWAdJCS ill Los Aqcla, Califonua and 

Clnellnd. Oblo n beiDa~_, tile t\nl W of 1!'91. OariDa 1991, tile Com~y llllm4s 10 ~ 

01110 tblJ IICIWOik I e•bmnriel ponlaa. O( ia rraftlc c:urrallly bcal& Cllmed by llurd pG'IICI. 

In FcbNiry 1991, t11c Coalplllly r.aiwd ill ~ for • f'cdcnJ uv!Dp biN; 10 be loc:aled '" DaiJ.u. 

TCX&S ("FII'IlEXCEL. F .S..S." or "FirAEXCEL '"). Fln&EXCEL wW olfr:r t.:ok.in1 scrv~CCS 10 EXCEL'' IRs and 

em~ oycu. u well u tllc camDUDII)' lllarp. 1lw Campcly apccll Fni.EXCE1..10 be fully operatiOnal and 

open 10 !he publlc ID t11c accoac1 ball or 1991 

IDdulry Badctroud 

Tbc prac1 Jooa ~ -~1111kailo61 ~l&oc wu principally ablpod by lllc 19&4 d!YUUIUI'C 

by AT.tT Corp. ("AT.tT") or Ia 2l 8dJ o,.r.Jnl C«apenla ("BBCC"). AJ ~of liM ATAT i>lwa01rt 

Decree ("tbc A TAT Otaec"), lbc lhWd Sella wu divided IDeo pop.pblc areas lr:Dow!l u Local Acca.s 

Tra:upon Atcu ("l.ATAs"). Tbc LECa. wllldllldudt tllc 8dJ OpcndQc C:ars:auics IIDd ~~ L£u. 

provide local tc~ .mcc. local - .rvlca I!Dd ~ U>IJ ~ ~ Cllmm 

("!Xu"), illdlldiDI t11c Company,IIDd cauln l!ldrF :a dcollocal acbanl' CIITicn provide lon& ddQn., mv•cr 

bmoun LATAs (llllrrl.ATA IIU'Ilc) md wlddft LA TAl. 1lw cum:m JtrUCIUft of !be IDduary b subftct to 

clw!&• u lbc lmJ*D of !be recmt1y a..a.d T cllcorDinunlcalioiiS Ad of 1996 we ralaed Sft •­

Rcgularlon; lllld "llaD 7. Mlnapmcnts J>i&ualon IDd Allalysis of FlMncial ~ and llesutu of 

Opaano-lmpaa ofNew Tcl«ommlll!jqt-• l4hl«rion • 

Ac:c:ord.in& 10 a rccan Fcdr:ral Comm•mjqtJan• Commlulon ("FCC") rcpon. rcvawa of !he U.S. 1on, 

diStl.tlcc Ulccomm1111ic8Uoas IDduiDy ._ ~ly sal bllllco iD 1996. The il>duJDy u hJably 

compctidvc and b domilwcd by fout c::uriln. ATAT. MCJ TeJeeommtmiatlgm Carp ("Mer). Spn111 

Corpcnlloo ('"Sprim"). IIDd WcrtdiCcal.. IIIC. ("WorldCGm") wbJdl toplbu ID 1996 occounocd for 

approx.imllely 13% oflbc CMnll !Dirbt • diD&., •- FCC rcpon. 1lw mn•indcr of !be morltrt Uw< 

is held by uYCI'II 1atJc ·"tioa&lloaa d~ COIIIf*lla.. - wldl oatiooal Cllpabilida JUdi as t11c Ccmpany. 

Ftonuu Comnumic:arioaJ Scrvica, Inc ("FI'OIIna"). Cable .t Wirtlc:u Comn11111~ Inc_ lllld LCI 

lnurmuonal. Inc .. mel by scvmJ bll:lldrcd smaller ccepeocs, Accon1m& 10 dus FCC rcpon. wbtlc ~ 

rrvcnues a;rew at a c:ompoulld amllll Tile of O¥CJ "' dunq lhc period from 1919 du'oup 1996. tbe rrvcnun 

of all amen otM:r IbiD AT.tT. MCI, Spnm. llld WorldCom a;rew mlhc •U"J&IC at an annual compound nuc 

of oYct 20% durin a lhc same pmod.. 

Producu 1tad ScrYica 

Pruwburl~ Rui«Nu.J Snvit:c 

The Compa~y cumntly oft'm uwr.l dlSCOIII!ttd I'Uidcnual prodllcu 10 !U pn::aubscn'bcd ruldcnnal 

CWlomcn. lu primary "l·pbu" product oft'm raldawal cus&omcn a flal n.u w:rv1ce wbldllhc Cotnpan)· 

bci!CYCI COIIIjiCIU &vanbly 1P8111 Oa! ICC PUSSWW offered by ocher IM)OI' loa& d.m.ncc fGVICC pnmdcn 

In addWon. !he Compa:ny otrm .-.JI'CIIdalnll proci\ICIJ wbidi.,...,.,C discounts bucd on lime-of-clay. The 

Company abo often a~~ 1001111 ......_product 10 Ia raldallialaubsaibcn, whodl alloWI aubtcrlbcn co ull 

home on an 1001111 number « provide a 1011-flw -bet for family mcmbcn 10 call home. 111 addu10n 10 

ulhna card sCI'YiQCS, lrucr~WJonaiiCIVIC'C and dorcaory a.ulJWice. 

DID/ Arotmd IW/dmiJQ} S«nnr« 

In addition 10 praubaaibcd raidm1lal mvlCit, !he CompMy abo otl'm mlclcntil!l d&&l wound urvoces 

C~a~omcn ac:cas lhc ComJWII)'' I w1w01k by dial~~~&• n-4cit cock bdon !be 1111mbct dley we call~~~&- and. 

lhcrtforc. art n01 ~uircd to pcnaancntly clwlp or cancel tbcu ftiSUnl lon& dt_..,. c:arnrr on cnSn 10 uoc 

!he Company's SCTVICC. '!'be ComJWII)I'i 4iaJ -...:1 ,._, Olfrt C\ISIOmrt1 UYinp ofT Of lilt l!@ic dii'OCI dilltd 

·1-plus" l'llts and lhc compcUIIW tlat n1U c"-'rtd by ATAT, MCI, and Spnru 



Curralt proc~uas iadudt lcQa em-a. cai!Jn& Clll'd. caJJ ~~- mhanccd bii!Jn' rctVJCa. and 

100/IU savka. 1n llddiOon 10 campcmlW rac:s lnd 1 wjd,r varia)' or pn>dum. llle Company u abk 10 ot'fcr 

bwmw CUSIOmm a bJa!lly spcci&llud direa bill JWIIIIIII')' pacb&e IIIII includes tall slllllmanCJ by ~CtVICe 

rypc. caJJ rypc, oriairwrin& n1.1111.bu, account coclc , IIU c:odt, COUIIli'Y c:odt. lime-of-Gay and most frequently 

tailed nl.llllbcrL 

CSD also sells clcdmed QI'QilU 10 c:oamu:rc&al msromcn mel -tlolcsak lrWIJmWton capK~ and 

scrvtccs 10 ocher loo& diswlct camm Th• Company bcllcva d\&l die combmauon or a nauonwtde nnwon. 
and d&l.a procwln& raoun:tS p10VIdcs an oppommlty ror conllllWIII p'OWI!Ilhroua/1 die wlloksahn& or on<· 

~top ~elccommunicatlons ~nViccs 10 loa& dlsancc racllcn The Company offcn • complttt paclcaae of 

neTWorkin&. blllill& and CUSIOmcr ~CtVIcc, eliminatin& lhe need for racllcn 10 c:oonlinau with multiple vrndon 

and aivill&lllcm die ablllly 10 obcaln all or lhcir lcQa c11amc:c sav1c:a tram a smak - Ac!ditxmally, lbc 

Company provides rcscllc:r climts wilh a CUSIOiniad vmion or ia custamCT acc:ounl dalabast sotrw.rt. lbc 

Tcld'bcoc MalnlenlliCC sys~m~. While ~uc per millw: flam wtlolcsak MNia sales b acncnJiy lower lh&n 

thr Company'S avcraae saks 10 asd IUcn. lbc COli of ulcs and ovabcad IDVOiva:l ill UMClnl carricJ CUSIGmcn 

Is also lower. MoreoYCt, !be Company 1w IUCd lbc wholesale IUIUI10 more fully utlll:r:t lu ne!WOrk dWlll& 

the c!a)lllme bours. w bwicst lime or clay for _ ,. or 1bc Compc~y's carrier and rc:scllcr C'USIOmm. 

In March 1996, the Cornpan~· mtcred tnto 1 Rcscllcr ,. J:lttlncnt (lhe "Rcsellcr Agrnmmr) wuh 

PaaeMan, lnc. ("PqeMitl"), wbicll Js ill lhe bwillas or providm& Pllllll and wirclc1J communauons 

producu and services. Under 1bc Racllcr ~CDI. PapMan Is nquircd 10 provlck, on a DOC>-CX<hu•~ 

basil, p~ain& pt'oducu and savias lo w Compa~y, illcludill& Nu;owt.ad PCS producu when they buomc 

1vailable 10 PqcMin's msromcn, whlcb mry be raold ~ by 1bc Company 10 1U 1'111111 subKnbm 

under w eommon law urvicc mart "EXCEl.J'qiaa. • 

In October 1996, the Company beaan offcrin& both alpbanummc and oumerie pqm to 1U subsmbcn 

throuJ}l the llU The piiDI& services ranae from local to n.auonal. and the Company ofTen a ranr• of vl:~• · 

added I'IPl: wviccs. lncludio& voice mall unlvtnal 100, and pcnonal Wlll&Jit ptttlllp 

Since iu incqulon, lbc Com)IIUiy lw billed a maJOnry of iu m lclmual traffic llvou&h I.ECs. Thc 

Company bas cntmd Into billilt& and cO'IIution qrccmcnu with I.EC&. includlna all or thc RBOC.. lhll co~r 

subswtually all of lbc switdted ~css lines 111 lbc U S These avecmcnu pmnn lhe Company 10 plxt 1U 

cwtomm ' tall dcciiil ruordJ on thc CUJ\OIIIcn' rqular monthly local pbonc bill. The Company also orovtdc:s 

btlhna clcarin&)lousc JCtV~CCS 10 ocher unaftilillled 1oDJ diSCIJICt camcn 

Tel Labs, Inc. ("Tel Labs"). 1 wholly-owned subsidiary ofTmn& bllllna acrvlcu , proccucs raw JWttch CI.W 

IIIlO a format t.lw C8D be IUCd 10 produce CDd-tlscl bllllll& IIIVOICCJ Thb d&l.a proculiiiJ b C1u:uu:d on 

speciAlly dcsipMd pcnoc;al computen ~a propnnuy sofrwm't propa~n. Tel Labs rteetva ccnam raw 

call rrt«ds diTcaly flam lbc swttcbu. and prqwa them Cor taUnJ by dctmnlnmc lhc ~ -

DnJIIWIIIJ 'ocmiCID, la'llllllllilll 'ocmiCID and mileqt The tails an: lbcn rated a«onbn~ 10 IIMdlnS ra1n or 

accord"'& 1.0 CUStomCT spccifte raca, If tpphc:ablc . Ralcd calls an: !ben aoncd dcpcndma on wbocll I.EC wtll 

1t1U1IIy bill the end-user and placed In an tndurny standard ronna~ ("EMI") Tel Labs thai PfC11i1rtS 

manaacmmt rcpons wllldl provide the C.., pany with lbc toul number or calls, mtnutes and dollan billed 

dunn a that bill in& cycle. 



Marlutina 

1M ComP"'Y llllrica:s praubKrihcd raldallial aavica ~ a naticnwide IIC!Work of DU. The 
Company CIICIIUr1IICS DU 10 CIII'DlllllbKrlbcn wilb wbcm lllc DU hive 1111 ooaoiD& rclmoaslup as a raull of 
bcin• a family manbcr, flicDd, business aswlale. ncichbor. or ocba ~ The Company also 
cncCJIIR&U. but docs DOt rcqulft,lbc IRs 10 usc lbc Cclmpany'• produm mel ICI'Vices and lo commutl!::alc lhc 
ruulu of lbcir usc of such produm and services 10 lbc.ir mbscn'bcn. This nawcri: marltctin& lystcm bas been 

.. lcacd by the Canpany bccal.asc lbc CompGJY bel~ II reduces aa ~ com, lllbsaibcr laJVUUion 
casu, and subscriber llllridoll. 1M Company bciJcva Ilia! J llbscribm wlU be men IW:Iy 10 rcmam with lite 
Company bcc:ause !bey baw been emollcd wilb !be Company by JorDconc wilh wiM= they bavc 111 onaom& 
rel•tiomhip. Tbc Canpu~y abo bclicvcs lba1 ill ncMorlc nwlutin& J)'JU:!II wOI COIII.IIIuc tO build a buc of 
pou:nli&l Jllhsaibcn foe eddjtioaal Rn'ica and produc:U. Tbc Company docs DOt rcqllirt a penon 10 be an IR 
111 order 10 be a Jllblcriba. Tbc Company'• MrWorlc zurbUna sym:m is panicut.rly ll!naiw to prosptaivc 
!IU bcQusc of tbe poiGIIi&l for mpplaDalhl Income and bccaiiM the IR.s arc DOt rwqWrcd 10 pwdwc 111y 
IIIVClltory, baw no mcadlly Jlla quocas or account collcaloa iuues. bavc mio.imal Jl*jltl *Ork. and have a 
ncx.iblc worlc ldlcdllit. Tbc Jlla ctrora of DU II'C IIUJ>porud ~ various mcazu.. incWdina Company· 
SJ>OnsoRd lrl.izziD& bdd pcriodica1ly !broupout tbe yar IIDd mOI!Yilioa.al'saaUit£ broad.casl tcleviJion &hoWl 
broadtut four times a wuk. 

IRs are ~ balCd on lbe acqulshlon of subscn'bcn 111d lhdr looa dlswl~ Ul&Jc 111d paalna air 
umc IIIIIC· DU rueiw suhsm"bcr ~aJVisition -iulolu only atw, amq o!bcr dunp. subscribcn IIJPl up 
Cor lbc Company's lonJ clislaDce scmcc « JllliDa ICI'VXc. liU recdvc - in lOllS on !be lon& cluwla waac 
and paJh1a air time 11511C of subsaibm who they bavc pcnoaally aipt'l up. 111 addilioa w!u1c lbc CAmpany 
docs not pay a CCIDIIIissloo 10 liU for inlroduciDa - DU 10 die CAmpc~y, DU do receive 111bscribcr 
uquisi!Joa commiuiQDJ mel Jona dlamee lllld pqiDa alt time waac cammissioas f« lllb$c:ribcn Jip.d up by 
ccrWn orhcr liU !bey have rcauilcd d.ircctly lbcmKM:s or IDdirectly, as in !be c&lC of wbscribcri tunJilcd by 
olh<r IRs in lbcir downlinc. Cmam pcrlOI'IDIIDCC criu:ria mUJt be maimaincd in order 10 qll&lity 10 ra:civc all 
such commwiola. 

The Company provides IT&inin& to aiii!U wbo bavoc purclwcd lhe opuonal m&M&cmau ~m~•co proanzn 
Tht tnming includes a dcuilcO cxplanarion of !be Company'• producu, lht IR eomperuauon plan. 111d the UK 

of lhc vario111 markctlll& toOls available to lbc IJl The Company publishes a monthly ocwslcD.Ct for thc IIU 
providina in!ormariw llld moriYilional Gticla (the "CanmUDicalor"), as well as ru:oJJUZin&IR achicvcmmu. 
The CommUDicator allows lbc Company to keep lbc JIU up 10 dale on new pramOilom. producu. 
dcv<lopmcnu, and dlanJCl 10 !be CompM)"J polldc:s llld ~ The Company also orrcn for u lc 
lhrouS)I iu walop a wide varic1y of m.IIXain& toOLI. audjo and vidcocapcs, visllal aJdi, desk ""cssoria. 111d 
clothin& and DOVCI!y il=s deslped 10 au:lsl Ills iD lbcir mulwiD& eft'ons llld to ~ name rccopition of 
!he Company. 1M CA!np!llly rqvlarly upclalcs ill llliiUdna rnaterlals 10 rcllCCI lbc Compilly's avallablc 
scrv1ccs and producu and timely il'lforrnadon aboullbc Compan~. The Company holds an ann111l convcnlion, 
lcno.., as "Elca:lctnlloano; f« IRs cad> :r-. Thb CMt~l provides reco,niUon 10 tbe top pcrloi'!Mn. direct 
acccu to lCilior manaacmml. and a chanc:c for IJU w iharc cxpencnc:n and develop wppon J)'llaJU, The 
Compiny abo pGtic:ipues llll'oUJboullbc CO\IIItry In nllies lbal cuna11 IRs llld pountial new IRs mend 10 
learn more abour the Compel)'. 

To ICTVIC:C iu IR base. lbc Company is currently OJICTIUI11 a ICTV>CC c:auu aa!l'ed by ICTVI« qcnll who 
have IIIIOiftlltd l)'llmlS to answer 1R qucsricxu lllld pn>vldc Ul suppon. ThiJ aysum mcludu a cuna11 

darabue of all !IU, their downliDu, and lbcir subscribcn. The Compu~y also awnwns an un.craarve vo1c:e 
recOJDitioo J)'J1an lba1 allowJ Ills 24-hour accc:ss 10 lnlorawlon lhrouJh !heir IOOidHoDe pilcllu. In .cldil-. 
lhe Company bas developed a JlfVPricmry commislion proccssinJ J)'J1an 10 procas lhc hip volume> of data 
ncccswy to calculalc c:ommwlons on lana diSwlcc and paaJn& IIIIJC, c:ommisllonl .., the acquwuon of lon& 
disuncc and ,_,In& sllbscribcn. and commissiotU on IR InUlin& lbb sym<m m~ lbc prov- of 
the Company'• markain& propm1 10 ~ monlbly downlinc I"'JJI'U and _,mwion paymcn1 dctaiiJ to 
IIU. 

• 



Tbc Caalpllly'J raldanlal cbal llf'OUDd procluas arc martacd lllrou$b m.lcain& lllbPdWICS uncia lhc 
ow• Saw-. Telco Choicc'-, IDd t.oa, OlsiiDcc Wbolculc Chlb-' lnnd umcs. Tbc bn:Dds arc clllfcrmuawl 
by rw III'IICIIft IDd -*aiq llppi'DeCII. 111111 lllc Company bdlna lbll iu mlllti-bnnd llnlq)' bc!lhlaU 

mcbt F lliw by bmadmq nmcmcr cxpoiiWt 1<0 diaiii'OUDd llllllllppCIIIDII<O clllfcrmt aqmmu of Ill< 

populatlaa.. 

1M Caalpany mariccu lha< proclucls &Dd scMca prilll&ril)' lluouJh dll"tCC mall pttca thai sffi' 10 
~ducal( pncm•ial CUSUllllcn ftlll'dllll dial around md iu bCIIcfiiS. Direct 1D111 is WJaed 10wanl.s raldcnu.l 
C&~W~tncn wilbiD a spcclrlcd aeosnphlc rq10n 111111 mcluda a acrviCC nplanwoo and dl&lme ll\SII\ICUOCU, a 
acncnl pricq COIIIplrison &Dd 1 w of rc:n11ndcr stJclu:n hiJbliJbtinc tltc Compan)"s CIC Codes for custom en 
to keep ncar !bar &elcphooc. 

PiCipl ctiw euslmDC"'' do DOl D«d 10 sip-up or call die Caalpany 10 !Ilk£ ad\'allllle of iu diKOUI'Iw! 
acrvitt olfl:rizlp ~ rec:dvmc a Qlmpcly mail solleigsjm The Company W\lrlcs witlt -'ous ouuidc 
advcnlJia& qaocia 10 dal111 lhc copy and crarr.c ......,f'O"'M' or die dll"tCC mail awkctllll pcca and 

c:oonas will! vvious Y'CIIdon of mall &!lop and ~I ta'Vic:a 1111111 cJfon 10 auun: lbll mall is 1a11 out 111 • 

umely and cca-dfcaiw ,_, Tbc Campllll)l"s dala p c sb,, raoun::a allow for JII'XIlpl -nonnc of 
~ 1aac ~ usaac and pamillhc Compcly 1<0 Clftfully masurc rapoasc rwLtS 10 111 dna aw1 
campaips. Tbc CcmpiiiiY .....,mnrly mi\'CS 10 improve rapoasc nazs by YIJ)'III& lhc claicn 111111 c:omponc:ms 
of tu dll"tCCm~1 11111'b:Ua& p1CbJa. md ICeb 10 ~ lbe tialillc of as iniual and follow-on dir«1 mall 
UlllplliJU 10 maxjmi:zc rapoCM rase and r;row overall awkct pmC1nliOCl In addnion. tltc Company abc 

utilizes otltcr media 10 mpplcmcct cllrcct malL 

Tbc CaaiJIIDY awbss lu -crdal procluas 111111 acrvlccs lbrouJb a dii'CCI ccmmcrclll u.les force or 
approlt.IIDGrly 311 Illes iip-=uiva. 117 sales mmqancc~ pcnaiUICI aod 1111 mdcpc::Ddcnt dcala 

otJanm tjon ,_•isrina of~ 275 active dcalcn. These Ilks rcproscnWIYCS and dc:alcn o!Ttet out 

or rqMlCII sales olflca wbicll lll't locaud m m&Jor maropolimD arus lhtoup.out the Unu.cd Swcs lr> 
~ lRs wbo blw ~ly sold raidm•lal 111111 small busmas ~ r<c:CDtly bccan matluun' tl>t 
Company's ~ p-oducu and scmco w1l:ll tbc help of ll"'mtd -crcsa~ sales rrpt'HCIIWJ\'CS. Til< 
Company's sales rcpraaiDIJYU md lRs tarJC1 a full nqc of small and larJt tKwncss owncn and matkn tltc 
Company's sc:vic:cs lbrouJh ptnCIIII c.ontacts wiUc:h cmpbum customer acrvlct. ICml plans,~ qualny, 
valu...added smrica, rq>OniQa. rauac and promotiooal diSCOUnts. S&lu rrprcscnUIIi YCS are eoo~pcnsal.cd m tlte 
form or IIley pills amunissioo while l!U arc paid COIIUIIisslons based UJICKI tlte acquisition of CUJlOmm and 
tltc customm' lona climnce w.aae. 

Subscriber Care 

The Company suiYCS to pnwJdc blab quality svbtc:ribcr car< and wppon and bchcvtl that pcn.ooal 
contact wtlh ils sut.albas lbnluab Uu, l&lcs repraauauva. aod amomcr ICI'V'IC:C l'qlrU"""WWWS u a 
~- r- ID aoblcribcr acquJSilloc -s mauion Tbc Company mccon&cs ms and wa 
~ 1<0 COIIIad adt of lbelr tubscribcnl 011 a mondtly buu 10 keep lhc subJaibcr ...usfted wllh tltc 
Company's 1011, ~ and N.tQC scmc:c 

The Company opcr1IICS fO<U CWIOmCJ J<TVICC ccntcn mtrcd by tbc Compan)"s ~ ICI'VJCt: 

employca, wbo blvc complc&ed 1 c:c:niftC&tiOn and lra.IIIJIII pOCiiJilfi provided by tltc Comp1Dy. To cnbanc:c tlte 
clfcctivmcss of tltc CUSIOIIID Jti'YICC rcprualli!JVCS. tltc Company, on adcl1tioo to tltt inlualcrain1111 proJIWtl, 

provides onaoin& lralnmJI<O all customer service rcprcscrnauvcs The Compuy's customer scrvtcc dcpanmctu 
llstJ on-lillc, real-time IWIOft\IWd f)'IICmJ lhat provide noccs from &II pr'IO( contacts with the subscriber. and 
provide a complete account and payment history for subscribcn dnctly billed by the Company ThrouJh thu 
propt1<Wy contact tn~~~~~cmmt sollware. tltc Company Is able to provide 1 hiJh level of subJaibcr care The 
Company also provides sul>scrlbct wppon on a muhllic&ual buis. 



The lJ:c:qMay'a Tdco a'"'jdiwy opaas • -·Ide ·~ llCIWCI1c cocwtmc or uvm 
JWJttba. -.s ....,irsice liDa .ct ~;.,.; ••4 aawcatc mrez n1 ,_.. • 'a 4 ., opam.m: cn.ftic 

I'OIIIiDJ. This QC.fwolit curmllly ~ G'a1fJC in all or some pal of 41 - IDd die 0111ne1 of Cohmlb11 

and opcma as an •open DCIWCtk", m-IDI lbat any individual wltbln tlw Company'• oriJinallll& JC1Vlet aru 

wbosc LEC provides equal KaU can ac:cas dM Company'J loo& dlmDce 1K1Wolit by d.lalma ci!Mr of lilt 

Company'J CJC coda. Of by praubsaib!D& t.o die Complny u dJcir loo& ~ JCrYicc prov1dcr. 

The -·cn provldcJ biaJ! qualll)'. rchablc lniiUZillaloo IDd rwildlln&- The Company'~ DCIWOfl 

wrvclllancc apbllltia. mcludizl& JCtr-cliq:DoJUc JOtrwvc, J'CDCfally mablc die ~)' 10 anuc!J*t and 

conut problcmJ befon they mull in NIVicc lnlaNJ•Uon. The Company'• llldmk ians rcmouly monitor lht 

Company'• cnlirc IICtWOri: 24 bows 1 clay, 7 cla)'J a weO, from ils NnwOiit Ccxnrol Ccnlm. To n:ducc lilt 

pounual llllpKt of Ill)' cquipmm1 or cnmmiuloo falJurc. lllc Company Cllll rawtc rw I'I:Sfoiii'C II"&&IJmWIOCU 

lhroulh lbc Qmpwny'J Qmdbyvwnpnjnloo facilhics 0t ~ G'a1riC ,_lllc oawotb of olllct camcn The 

Company'J trdmklsns aiJo monitor lhc IICIWOI\: fw fraud on a real-time buls, UJin& ccmpwr JYilCIU 11111 

ckua uniWial or blah volume c:allizla p111m11. 

Swltchllfl FaciJIJ/113 

The CompaDy'J Telco pJbsjdiwy cunallly opcn:za - DSC Commmncetigm ~ i DSC') 

DEX 600$, 600 and 600E c!ipal~elecaDDnmicetiaas SWIIChcs iD Fon l...lu6crd&lc, Florida: Davapon. low.. 

Chaaanoop. Tcnnnuc; AurtiD. Tau; W~ D .C.; l..u Veps, Nevada md New YOf1t. New YOf1t. An 

ad4itlonaltwo JWI!Cbcs In Los An&eks, CaUfomla and Clavcland. Oltlo llt'C beln& dq>loyu! Ill lhc ftm bal! of 

1991. Swlu:bcs ..... dl&ital compu%Crizlld I'OU!ill& facili1ic:s lhal m:clw calls, route calls lluwah tri:IISmisston 

I Illes 10 their dcstinltlon and n:card iD!crmaiaa aboul II!>« IOUreC. datin&tioa IDd dunllion of the calls In orckr 

!or a call to be ccmplcwl lllrDu&b a swiu:h, lbcn: =- be two pons avallablc - an lncanin& pon w Ill 

out&OIXI& pon. Fw CDZ~~plc. tr 1 rwildl Is eqWppcd wut. 30,000 pons. lllc rwndl can -odD: IIJ> 10 

1 s.ooo llmllllaDcoUJ u lcphooc calh. The Compcly's s:wltd!cs ..... currmlly -.raaurcd with 13.124 to s 1.140 

equipped poru. The Company's DEX 600 switches can be expanded to 1 conficuration with 30,720 equipped 

pons wbll< llle Company'• DE:X 600E JWitdlcs can be expenckd 10 1 eonficuntion with 107.520 cquapp<d 

pons 

Thr Company contlnuall) evaluates lhe capacity and loauon of tlle JWttchcs buccl on CutTalt 1M 

proJ<<WI CWUl!mcr ntlk In onkr to max.imlzz the d!iclmcy of the naworlt. lbc ComJIIIIy has rcantly 

macn:d mto m apumcn1 !or the purclwc and iDslallatlon of multiple DSC advmc:ed IWlldliiiJ plalfomu. 

These lcchnoloJ)caUy advanced swllthcs will Increase nctw0f1t capacity and broackn .ctvlet offtrlnp 

Spcci.fically, the DSC products lDCiudc lbc McpHub• 600£ 111\dan switdllD& sysums as well u the dcmmu 

hom ns mtdli&au IICfWori. i!N") prod\M:llmc S>JCb as the DSC N~ Stp1 Trmlfcr Po1111 (STP) Wf2 

systems, alon& with other nctWOri: 1pphca1-s. 

Tnvumlu/1>11 Lmc 

The Company OWN approxlmat.t1y 100.000 nctWort miles ofDS.l capacny (under • ton,.tmn n&Jn ao uu 

llfttmcnl) and aiJo leases adclitjona1 cnmmlssion llDcs from a vt1t1C'f)' of flldlJucs.bued and raalc loc& 

dutancc c:omcn.. ' i'IIC COiaJIIIIy's -woo WJih tbac CIIIIUCI typacolly have cmns ~ from 12 to 60 

months The Compuy ~~~pplallma iu leased "on·nt'IWO!it" capacity WJih "off·nct" JefVica from a vonny of 

rt~~1e and faeilhlo-bucd lq dimncc camcn. In addition, th< Company docs not have Ill)' on·n......,rl 

tntmwlona1 DCtWOiit arrmccmcnu and cadusively ruc1b llle nnwodt c:apKII)' or ocher resale 1M fadhuc•· 

based loo& cluancc c:amm 10 llltmUII.IOnal dcJiiaatiolu. 

Once calls arc O(tJIIIIIcd and R>Utcd ovn lcaMd d •&ltal. ITIMmWIOft faclllllcs to the Company's narcs1 

rwuch loca~lon and then rouiCd on • le&SI· CQ$1 buls 10 e ither lilt Company's lcaud nnworl: or 10 an ofl'·nca 
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supphu for ICnl'm- The Company util&&a D1Jal Acau Crew CoMcct Systmu iOACS") to 
clcc:ln:llucally craD-<lCIIDCCl C1I"CWWS lbcr'c:by IDC7CUm& call I'OUWIJ InC aram prvvtsiOnlll& ctrKIUI~ and 
providma b1:azr DC1'1Wcri: -*'"IIC II biJJucs.. 1llc Company lias mmllcd Tc~ ABS TIWI HOO 3/1 and 

530 110 DACS ccpripncm GD all IWddla. In wtdrt-. die ComJIIDY lias coafiJII"Cd • lltae poruon or the 
nCIWOflc wilb Sl.,.etfna S)'llall 7 Common Cblaocl Stpalilla ("'SSr) nus MNioR proi.OCOI mlua:l COMUl 

time delays llld provides lddruonal tcdmic&l ~lllua InC ctrKICIIaa for call roullll& The Campan~ u 

clltRIItly m die proc:as or clcpiO)'lll& SS1111 add•uoaal poroocu or Ill• nnworl: 

The Compmy aJmlllly lw apmne111.1 With fi'CIDuet. !XC Loa& Oumncc. Inc ("lXC LCIDJ OISWICC") 
MCI. InC WOtldCoaiiO proV1dc swnduna acrvtc:a InC -..on. tnnsmw•on or tU lonJ diSIMCc cntrx Th.c 
apummu wilb !XC l.q l>ulanc:c, MCl. Md WorldCom acb conwn m111111111111 UU&t commnme1ILI. who!< 
lbc AJIUWCDl witb fi'OCIOCT Jli'O'*iclcs (Ot fi'CIDUI'J 10 k die CXd UIIW CltnC/ (or ccrwn calllll& ard c:alls and 

pmona!IOO MJVicc. The Comp~o~~y b cum:nlly 1MC1111J aU IIUIUIIlum comm-u unclct lba.c comnas 

Co•pct!Un 

1llc lofta dimnc:t talccom.munaticN IIWb1 Ll hlahly cornpnntw The pnnciJ>II compcUUvc faoo~ 
affccuna tile Compeay's IIWU1 ~ lt't pnc:q. n!S'mncr Kf'rU, InC dtvcnny or pmducu. snv..:n and 
fcllllrCS. The Compcly'11bllny 10 contpCI.C ctfecuvcly will clcpc:nd on tU conlinucd lbllny to awnwn lup 

quahl)'. IJIIJictt-dnvcn snvtecs &I pnc:cs pcnlly cqllll10 o; below !hose dwJcd by 111 compcuton. 

Scvual or !be CompiD)"s cocnpculOfl lt't Albsllnbally luJcr and have subswmally ar<atcr fiiWictal and 

tccMical raourgcs. As die Compay J70W'.ll apccD 10 faa iDc:rcucd compcd.-, p<llttCUI&tly ftom AT&:T, 

MCI. InC Spruu. fie Comp~o~~y alJo corapaa wltlt rqloGaJ IX C. and rae lien for lntai..A TA lont datance 
KI'VUJ InC wl!h local txcbanJC camcn (Of ln!a"I..A TA InC ina.I.A T A loaJ cllmnc:c snvicc:s The Cornp~~~y's 
pnciiiJ A1"11qY IS 10 klep iu rma Jmcnlly below lhoK of ATI:T, MCI, InC Spnnt Cornpcuuon wnlun !he 

Vldu.my is c-cpcac:d 10 iDcnuc u a raul! orl.EC. bclna pammcd 10 prvVldc lon& durance KtviCC u a resuh 
of the ~oflhc Tclccanmmucat-. Actor 1996 Sec ·-Rcau!~tJ:-n • 

l.cJtslaUvt. )11dtcl&l, and ttt:hnoloJtUI Cacto~ have bclpcd to crUlC the foun4auon (or JIIUIUcr ton; 
dtstant< providcn 14 anC1Je u vtlble compcmrve alu:manvcs 10 ATLT. MCI. and Spra~• (or lonJ dLSUACC 

lclt comunm"'*lim ~avic:a. Tbr FCC bas rcquJI'Cd lhal all IXC• aJro.. the resale of thcu .crviCCS. and the 
A T&:T Occftc subsunlially chmln&led dliTcmn ~~CUSJ uranacmmu u dutlllauuh~nc rwura omonc tone 
diiWicc camm. In recall years. n&~.~onal and rqtONI n<:tWOrl. prvvtdcn have subuanltally upp11dcd the 
qualny and c:apiiCl1)' or lbcit domeStiC lonJ diJ:Wicc neiWOfb. resulunJ 111 slplifiCalll CJC<U$ crmsmw>011 
o:&piell)' for volc:c and dlla communiCaltOfLI. Due to anuetpatcd advances in tclecommunoo:auons crmsmiuoon 
tcchnOIOI)', the Compa~~y cxpccu lite ru&lc of n ccss tnnSmwlon capam)' 10 conunur 10 br an unponan1 

factor m lona dlmnct tclccolnmun!C*IiOfLI 

The 1996 TclccanmuiabOfl.l Act opms die local pbonc SCI'VICCS marbt 10 a.mpctmon by rcqutnnc 
U:CJ 10 permit inla'almlcaion 10 lhtu nc1WOrits and Hl&bltshmJ . .,_, OCIIcr lhtnJS. U:C obltpt-. With 
respect 10 unbundled IICCCU IO anwork clanmu, raalc, nlllllbcr pon:abllny, di&IJOJ panl) , aecc:u 10 nJbll-Of· 
wa) . InC mucllll c:ompmsanon Thc lcaulauon also «>diftes !he U:Cs' cqu.al ac.cas and nond11a11D11WJCII'I 
oblop~-.s and JIRCDIPU tnQICIJtslml JWc r<JUiauon. In addnton. lite lcaulauon conwns spcctal provuooru 
lhal d1111lnuc the ATI:T 0ccrtc InC !he <in Occrcc. lbcrdly clmlmaunJ cawn rcsm~s on 11.c BOC>Illd 

on: ()pcnlliDa Compenin ("ClTOCI") from proV!dmc lofta d.IS&&nU snv~CC> and t "f&&I'IJ oro 
telccommunicauons cquopmm1 manu(acrurona These new auNiory provu10n• pcrmu !lie BOC• lb ctllcr the 

lon& cltstan-. IMtb1 unc1ct ccna111 c...c:umuancu Aa of the date of cnacanml of lbc ICJLIWIOD, a BOC u no 
lonJcr res~ 11om provlcltnJ 1111e1LA T A lonJ dlSianCC KTVicc CKillidc or !hose markcu m which u provules 
local cxclwiJc acrvicc (rcfurcd 10 u "out-of·rqlon" lonJ diiWICC Kf'ro«) ,.. 8 X may provtdt k>~J dtllanet 
seN ICc wllhin !he I'CJiona in which ol abo provoda local eachanJ< service ( refm•d to u -.,.., •• lon >crvt<:c) of 
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11 uusfJCS mw11 proc:cdunlllld Jllbswlu~ rcqulmnlllllllld upon obt&inlll& FCC III'P"'"'•I on a ll.ltt·br·Sl&tc 
bwl Tbc CiJ'OCa II'C pll'1lllald 10- It& Ioiii d r m.bl a of die clllc of Cllolalllalt Wllhocl1 I"Cpp1l l0 

IJmialdru by rqjoa. altboqb die II '/ W -'!« &deft~ ~ llpiii'OYah lttll lt'C ocbcrwuf 

applk:ablc to lbc jWOtisioo or iuD W edltlt IDWW loQa ~ sa'Wlt will~ to be obcunec1. and lbc 

QT0Cs II'C subject 1D lbc jW"O\'isioas or dtt 1996 TelccaDmunlc:aDClN Ael dtal llllpote III~OMecllon and 

otbcr rcqwraDCIIll on LECa. 

Tbc Coa!p&Dy CXJXdS dJal Iaiit tit all Of lilt BOCa will scdc 10 pnMclc OUI-of·I'CJ>On lon& diSl&nU 
scrv1a. Cerllln of tbcm baw abudy caltcn JIC'pS to pnMclc out-o!·rqlOil KrVt« 111 mult1plt n&lt$ It u "01 
known when. 111d under what specific c.ondltlon. ocher apphcauons will be lfll'ted by tht Wit rcJulaiOr) 
commwiOIU In lhDIK swa. Scvaal or tht DOCs baw IIIIIU«tssfull) IOUJhl aulhonry from tht FCC to 

pn~vtdt in-tqlon Ioiii ~ aervlct in vanous - - While no appllcauon bas yet beat VU~tcd by tht FCC. 
II U txpcacd dtal - or aJI Of lbc BOCl will ncmually be Jnllllcd auUltltll)l 10 ptOViJt tn-I'CJIOII lonJ 
d~SW~te aervlct iD IDIID)' or all-. 

AS rcqulrtd by dtt 11196 Tclccommunlcatioas AQ. ill AIIJIISI 1996. lbt F~C adopted fir"' rulu 

unplcmmuna ccnain ptOVWOIIS of dtt 1996 TclcccmmuoatQU .... a ( tile "lntaCOMCCt- Ord="l ThcJc 
rule$ lt'C daiped to implaomllllc pro-compcuu~. clt:nplal.ar)' UDOGal pol>cy tramcwortc of the orw IWIItt 

by rcmovizla ot mloirnirin& dtt RJUWory, UODOnUC. md opcnlJOGal irnpedimcms 10 compn:uon fM facllruu­
bascd and resold local savlc:a. IDdudln& Jwiubed local ~F aervlct. Allbouall act:mJ mmunum, 
uniform. IIIZional rules. lbc lntm:OIIIICCIIon Orden allo rely bavfly on JWa 10 apply Ibex rules and 10 
ex mist lhclr own dbcmioa bllmplcmcndnJ a jW'O c C>illptlidw rqimc In lbcir local t.clcphont nwltcu Tbc 
lntmoMmion Ordm ut primarily irnponant 10 the CompMy ll Ibis lime IIIJOW &I IIIey Clltlbhsh lbc buu 

for tht coSt to lbc c-pany of providlnJ raold local .aviccs. Coaui:lalt wnh lilt 1996 Tcltcommun.auoru 
Act, lilt lllunODDCCiioa Orden rcqulrt incumbcm 1..£0 to othr llldr t.clccommunlcalloru KrVtca a1 retail 
pnca m.iniU IYOidcd COSil. Tbc ~~~~ Onlcn alao require. CDOGJ OCher llllnJs. that ina-alA T A 

prrsublaiptloa (pursuant to wbld! LECt mi!Sl all-~ to c:boos.t dJIJc:rcnt camcn for 111val.A TA toll 
KrVtc:t widtout bavizt.J to dJaJ can dJa:iD) be imrlmwnted oo later dill\ Fct>nwy 1999. Poruocu or lbc 

lnttrtOMtaloll Onlcn .._ IJD'Id ~ by dw U.S. Eapdt Cin:uil Coan of Appc:ab 111 1991. but the Unned 
States Supreme Coun lw qrccd 10 rnitw die lowu - dtcbba Tbt ~ Coun IS coqxaed 10 tuUt a 
dem1on m lilt firSt balf of 1999. In lbc mcaniii'DC. c:m:am of lbt rules adopted In lilt lntc1'COMectton Onlm. 
tncludm& rule$ lbal concern lilt wboltsak ptiCUI& of local KrVtea. cannot be unplemcnted Nt enlttleu tht 
Company acncraJJy txlic-Yn lbc tmld towvd inacutd carnpcnuon and dtni"La' on or the 
tckeommuniCIIIJOIIIS iD4umy w!U be ac:celtnud by lbc 1996 TdccommuoiCUIOIU An and subsequcnt 
dtvclopmCDG. 

The 1996 Talecommuoicatioas An abo addrasc:s a wldt ranac or other tckcommunocauon• wuu llla1 
will pountWiy lm~ lilt Compay'l opcn.tiOIU, includm& pn~vulocu pmamina to tqUiatory forbearance by 
the FCC. the lmpos.luon of add.ltional Uablhry rOt the unaulllonu<l swnchma of subsaibcn' lon& diSWict 

~amers, lllc aadon of ""'" opponunitics fOt CUIIp(tiuw local servia provldcn. provWocu ptrtam~ 10 
1ntrnoMtet-; provuioru pawnilta to uniYCnal JerVICC and ac:ccu cttarre rcfonn; and rcquorcmcnu 
ptttaiOIII& 10 lilt tru.anmt and CG~~fldc:nuahry or aubscribn ncrwork informauon Tht ttaiJLauon rcqwrn the 
FCC to con4utt a larJt number or ptOCCCdutJI 10 adopt rulu and rci"Lattons to Implement the new aawtol) 
pn~vlsiOIU and rcqunmmu. It b ~ ll tJtls lli"M prccucly lbt IWUrt and cxaaot of the aopact lllat the 
ltauw- and RJUialory dnolesw tm' will baw 1111 the Compay 

The c-pany bas coppbcd ftlt lllllbonry to C!Xplnd cu clltmnJ stak aut/lonDIION to provide mold local 
tub.anJt KrVicc In ccnain- AS a rcsuh or lilt opcnUIJ o( thu matltct. lilt Company U Ill lilt pn~Ct:Jl O( 

obc&lniiiJ stak a&llbomy. wtla'l IACUAI) . 10 provtdt resold local JCrV1CCS &I I c:omplcmmt to IU lonJ diJWitC 
IDVICU Resold local nctaoar ll:n'ICC U a n.. ... aa'VlC:C dndGpatan. lftd lbcft til\ be DO tWUr.ncc of bow 
local ucbaDp raale will be llllpkmallld or what ciJect u will haw on c:ompalt- wnbm lilt 

tckcommunlC:allolu illdumy a-all)' 0t on lllc carnpaiuw pos.i.- or lbc Company tpeeitlcally To tltc 
cKtcntlllat lllc C41mpay C'OI'Iveftl flovm a rtNikr to a (acilitln-bacd c:ama. modlncauon or amendment of tht 

Company'a JtaiC ~flcuioas may be required A.a of Do:ccmbn ) I , 1997, lilt Company ll c.nlflcd to pn~vtdc 
resold local txdwlp KrVIc:a in 3 I P&ln 

J 



RqtlblioD 

The la1IIS llld condirions UDder whidl t.bc Comp111y provides -~ JCrVICCS uc subJCC1 10 

IOYCnllllall rcpllllaD. Fcdcnl lawJ lllld FCC reJUialloos perally IJ'Ply 10 inla'Alii.C tckcommunlc:allons, 

while paticulltr-~ aulbolida JCDtRI!y bn'c jurisdic:dcla OVCtlllccoaunUIIk:atioru tlw onJ~n&le 

and !ami~.- wldUD tile - szm. Ill ecldlrlm, die Com~y'a nctwol1c 1t111b1Jna I)'PGil is or may be Rlb)CC1 

10 or a1fcacd by cxzmsivc (oclcnJ llld - rrplaoon. 

The Ccmp111y IS clusifoed by ll>c FCC u a non-dcm!DIIIt c:amcr, alld ll>crefore IS sub)CCl 10 muumal 

federal re&Walioa. Afur 1M rcccot rcdassifiCIII- ar AT~T as a DOn dDmtMDI amcr m m provu10n of 
domullc ICJY)ca, 1111ly lbc LECs are cJuslfoed as clomiMiu canim for lbc provision of in~amt.t aa:cu 
services. 1U a CCiftJCCIIICIIC, t.bc FCC l'f'1Uiucs many of lhc rwiiiS, cbarJu,lllld K1Yiccs of lbc LECs 10 a CJUIC'f 

dcpu lhllllbe Comp&"y. lbc FCC bu proposed tlw lhc SOC. offcrin& ou1-of-rqion intmwc lmcrcxch&nac 
sctYiecs be ~ as ~~ C8lricn, u loll& a IIUdl JC:tYiccs .re otfm:d by 1111 alf'tllau or die BOC 
that camplla wllb ccnaiD lll\lalnJ ~ reqvinmala. vtbich may 1Mb h casla for lbc BOCs 10 
campac dlrcaly widllbe Ccmp&"Y fat loo& dimltct atbKribcn. 

lbc FCC JCIICI'lly docs noc acrdlc dina owasipt ovcr coa juslifiCIII- alld die level of dwJu for 

KTYict or- Aommt carricn, IIUdl a lbc Comp&"Y, •""onah II bu lbc IIIIIIIIDr)' ~ 10 4o 10 Non· 
dommam canicn 1ft reqWmj by JlliiiiU 10 otfar iztlaull.t llld iDtmudionalsc:rviccs t.tDda rmu. lnllU. and 
.;ondllioll.l tlw uc just, raaotlablc, llld 1101 unduly dllcrimlztauxy. Tbt FCC Imposes only minimal I"CJ''O'WWI 
requt~a~~C"!!I oo JIODodamiMiu carricn, aldlouah lhc Comp&"Y is subjca 10 ,.cnaiD reponinJ. ICCOUilUDJ. and 

record ka:pq oblfallkxn . A 1111111bcr or lbae requ.ir=lc= 1ft iD:rpolcd. AI least Ia pat. oo all camcn and 

olhr:n are Imposed oo carricn, such as lbc Ccmpc~y, wbolc mnual opc:rairl& m~mucs acted S I 00 mUiioo 

Ill ~ ml'ormal COClplahm 1ft lodacd fnxD dmc 10 lime apinsl die Company before die FCC and 

vanous - ap:Dda fat \1lrious rcuons, 10 whidl lbc Comp&"y bas amcly rnpoNkd Aldloulh web 
compl&mu could rcsuh Ia ecldjricmal kp.l ~ or proc:ccdinp bcina bnluahl apms1 lhe Comp&"y. lhe 
Camp111y bebc-va t1w sucb IIWla'l will be ansc.aorily resolved wllhoat a awmal aclvctK 11111*1 upon lhe 
Campany'a rcsuhl or opc:nuons: bowcvcr, lhc Comp111y can 1101 be u.rurcd of suet. rrsohmoo Should lhc 
Company's belief wilh rcrpca 10 any and all complaimJ pcndin& before lhr FCC be ineonut. the Compan} 
.;ould be subjca 10 (mandai pcnaltic:s and poccnual revoc:uioo of lu oprnttn& authomy for mtcmalc 01 

miTUIItc calls, II ~pplic:ablc. 

The CcmJ*!y cumndy has scpantt lllrift'J on file widllbc FCC, covcnna JU clomCSllC onunwe KrVIC!H 

and mtmiiUOnll JCT'Vica. Allhouah !be lllriffs ofn~awn canim, and 11M: rmu and dwJu lbcy spcdly. 
arc Sllb)ca 10 FCC I'CYICW, lhcy arc puuuoed 10 be lawful llld arc seldom ~cxl'mcd Raale amen. like all 

ocher au.ermu carricn, 1ft also sub;ca 10 a nricry of muccllmcouJ FCC ""'~ that. for INWict, aovcm 
lhe doaan- and vaifOCVJMS DCCaSUY co chanp a subscriba'1 loo& d.lslance arrier, ICIIUI die we of 
"100' numbcrJ for pay·pcr·call K1Yic:a. require diJclosure or cmaln mfomw10n If opcnaor usiSicd SCTYI«1 

arc provlckd, and JOYCm intcrlocJdn& 4lrcccon and rnanapmcnL 

On OccaDbcr 31, 1997,1he U.S. Oislnct Coun for 1M Ncnllcm OlstnC1 of TeXIS 111 Woct.na Falb fourwl 
S«t10111271·27S of liM: Tc~uniall.o9ru AC110 be IIIICOnWIIIt-.1. Thac provw011.1 requtre lhc BOU 10 

meet c:auin rcqulrcmalu as a c:ondu:b co Pf'O""IciJD& 111 rqion lana cb- ICtVlCU. The Oalno COW\ 
subJcqucntly aayed lhc Dccanbcr 31 , 1997 ordc1 pcnd.ma """""' by a f cdtrtll coun of appcah. wboclo 11 
cxpcacd 10 be canplacd by die Cftd of 199J Tb,. m y tuiOIU 10 die ICic'-mwucauom IN!ustry forll>c lillie 

bemJ 11M: rqulaa.oty - il bad before ll>c Occc:mbcr 31 . 1997 NIJII&, 

SlDit 

The Company D 1Ub)CC1 10 Yll)'llll lcvciJ of I'CJUialiOn on lht llalCS 1ft whklo II IS tumrnlly alllhonud IO 

provide tnii'IISWe &&lccommunoeanoru SCTYKCJ The vuc ~JOrny of the mtu rcquue the Company 10 appl~ 
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for a:nifi- to providt imrmm ~lccammiiZiic:atioas saviccs, or to rqiA&:r or 10 be found exempt from 
rqulauoa. bdcn • rina-- ICfV1CIC. lbc vas~ m.JCIIliY or- alto reqwrc ~ Comp~~~y 10 flk 
md momqin delailed lld1fs liaiQa lllar ,_ f« -ICn'ic:c. MID)'- also llllpoiC nnous RpOnmJ 

rcqulnmaiiS CJJ/or nqaft prior 8ppi'0¥8I fot lnlldcn or CIDClVOI or ccnifted ~ IDdlor (or COl poi liE 

rrorpniusiaas: • :p hi•fts of \dccomm•mk:arioas opeamiw.s; mipmmu of c::arria uua. ~netudin& 

wbsaibcr t..s; c:aricr ltoc:k olfaiaas; a iDcurralcc by CIITicn or siplfiant ckbl obll~ Cenif.aus 
of &lllhority crm p:ncnlly be CODdltloacd. modified. CCICCicd, lalllilwcd. or I'C'IOitcd by lUte rquwory 
aulhoritia (01 failun: ID comply whh- law md/or lbc Nla, rquluions, md policies of the Nk ~~~~Wory 

aulhorida. Fines md ocher pcnaltia. lncludlnJ dtc mum of all monies received for rnvuwe lnft"le from 
~sidenu or a szau:. rnay be iznpoted for audl violauocu. If szau: rqutauwy .,me ~a conclude 11\atlhe Company 
tw l&lc<11 acps wilbow obcalninalhe nqund &lllhomy, they m.y lm))OK one or mo~ of the untt•ocu luud 
above 

The C=!plll)"l llaWOflc Dlll'kclilla I) JUUI b or may be JUbjcclto or aft'Cded by c:xu:nsr~ JoYmlm<11t 

~~~~laiJoo. onchadm,_ wizbOIIIIlmilllloa. IDW rqvlalioCI of lll&ltctill& praalcn llld fiiOcnlmd 1UW ~IIlii 

of lhc offer llld ale of b11s1Dm frmchha, t.njnm opponiiDkla.. md Malriua. bl ~ ~~~~ iotmlal 
Rcven~>e Service md - lll:ltina ..moe ilia Ill Ill)' of~ $0 _, wbcrc ~ c:oarp.,y lw fRs could dusify 
lilt I~ as employees oflbe C=!p111y (as oppoud 10 illOcpcudau c:oasraaon). lbc Company belrcvcs chat itrs 

rn tompll&occ wilb ~ nquircmcms of fcdcralllld - ~ lllllboriUa llld malaullu comrnunrc:auocu 
~auLvly wilb lbc vuious ~aulllory aulboritics ill ach jurisd.iaioa. A final dncrmlnadon by 111y olbcr 
Jurudietioo lballbe IRs ~ cmployea could c:ausclbc <Amp~~~y to be JUbjca 10 pmaJtla and mtnu~ for caxcs 
nor wlrhbcld, require lbc Coalp111y to wllhhold cax:a In lbt fulurc, md rcquii'C lbc C=!p111y 10 pay 
unemployment insmmc:e. Additlm•lly,u advcne claamizlllion by any oac szau: could lnOumcc lbc dccisiocu 
of rcaulauwy .wlborilics ill Olbcr jurisdldloas. Airy or all or sucb &don could advc:ncly aft'm tile way lhc 
Company does business md could affect lbc Compcry'a abilily 10 .ana pooanlal IRa. While lbe ~aulalions 

JOVCf11UlJ DCIWOJi< ~ ~ compla lllld ¥117)' fram - 10 - · lht Cornpcry bellcva lbaJ II IS Ill 

compiUIIICC wllb md lw from lime 10 tiiM modlficd Its DOtWodc marUtiDa 1ystcm 10 comply wrlh 
rntcrprC'WIOIU of VVtoOS rqulauwy aulhorttlc:l. 

Vanous aovcmmmtal qcnacs moa11or dJrtct Hilma aarvnJCS. md lbc CGmpumy 1w ocasronall) bc<1l 
rtqucs~ 10 JUPPiy lnfomwioa lqaTdma m ~ plan to ccnam or such IJCTICICS.. Allhoup lbt 
Company belrcvcs lbal its aawori: awitctlllli)'Stcm u m wbsuntial comphaoa wltb laws and rqulauocu or 
each swc rdarizl& to direct selima amviiiCS. ~ is oo asswancc that I<Jislauoa md ~aullllons adopted m 
pvucuLv jurudu:tioo.s io lbt fui\II'C wiU nor advcnely al'l'tc1the Compum)"a opcmions 

Employca 

As of December 31, 1997, lhc Company employed approxuttaUiy 3,000 people This numbct doci no1 

1ncludc IRs. who arc dusifiCd by lhc Compaty as lndcpcodt111 corttraaOrS ralltcr \ban employee> of lbt 
Company. The Compum)"s cmpioyfts an: noc uoioai:a:d. ud the Cornpaty belreva Its rclat.loculup wuh ru 
cmptorccs u aood. 
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l inn l. Propcnies 

The Ompenyis~ID Dallu. TcusiiDd opcsa:s out or --.I lased IIDdowncd faclliiXS 

conslttiD& or lllliiiCJIIIt or l,llUOO aqu.c feel. The rollowizl& table provides JU11111111Y mronllllloa 
tqal'diD& lilac &dljrjcs a of Mardi I. 1991: 

ooctloe 

Cicncral A Adnlillislrariw 
Citnm.l A Adaunislrauw 
Cialcrall:. AdmiDisnc.ivt 

F ltA&ccJ. F .s..B. 
C«Dmcrdal Sales Division 
Scrvlcc A DlmibutiaD Ccnccr 
ScMce Ccnccr 
ScMce Ccnccr 
Service Ccnccr 
Scrvic:e Ccnccr 
SwucbS~ 

SWJ!dl S11t 
SWlldl Sa.: 
SwncbS~ 

swtldl s~ 
Swlld>S~ 

Swildl S~ 
swtldl s~ 
Swtlcb s~ 

Dallas, TX 
Cbmlilly, VA 
Oicav.n. 
Dallas, TX 
(I) 
J.MW, TX 
H~TX 
Rao,NV 
Chmzilly, VA 
Arlillpla. VA 
Los ADpla. CA 
WasbiQpm. D.C. 
Fon I r;1 dale.. FL 
O.YeapOn. lA 
J...uVq:u.NV 
New YOI1c. NY 
~OH 
0 : ... TN 
AusziD, TX 

A,roal-10 
s, ...... , .. ur 

l44.SOO 
40.200 
14.700 
12.$00 

193.SOO 
m.ooo 

$7,900 
41,000 
10,000 
14,500 
6.200 
3.600 
4,100 
l.SOO 
5,000 
6.$00 
5,000 
5,400 
4,100 

111 A1~)1,1997,111cc_,Wn_CSD __ .., ........ ..-.s-. 

..__., 
Owud 

Lcaxd 
Leased 
Lt:ucd 
Leased 
Lased 
Owned 
Lt:ucd 
Lt:ucd 
Owocd 
!..cued 
Lcucd 
Lcucd 
Leased 
Lt:ucd 
la.scd 
Leased 
Leased 
Lcascd 
Leased 

On AUIWJ 30. 1996, AT.&:T filed ault iD lbe lhlltcd Sims District Coun riK lite 0Ut11a or Ddawvc 

apinst lite Compcy, iu mt..ic!.vy, EXCEL c-u:uoiiOIU ~ lllc.. IIDd EXC£1. 

T clccommwliclllioos, me. alkJma pu1 and COIIIicucd IDfnD&cmalt or • malt paan W1lbom .,...:~~ym, ~ 

am011111 or cllzu&u, The coun J7mted wmmary judplanln '-v0< of EXCEL oo Mardi 27, 1991. The coun 

htld tlw lbc paiCDt Is btvalld bcausc It rcllla 10 anpe•cm•hk wbjca mmcr IIDOcr U.S patCDI laws The 

JUdpcnl is wbjca to IJ'PCalto lbt U.S. Fcdcnl Ciraln Cot.ut or Appc:als 

II 
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h em 4. Submilsloll or Mltttn to 1 Vote or Smartry Holdrn 

f.Jicx!mrn bdd a lpCCial--. or Sqw=!cholden CD ()aDbcr II. 1997 iD own ...,..., wdb ll::: busmcss 

combmaiao wid! Tdco. 8oldas of C1D IIDdc ~ IS lbc ~pedal N, C1D lbc followm& f011r IDID£n 

wbich were set fonb iD lbc JoiDl Prmry S• an orExcrlmrn md Ttloo d-.1 Sq:llrmbn" 15, 1997. 

Ym2; 
For: - - 97,934.160 

Apinst: -·--·-·--···-·-· 31,019 
Abslaln: ...... -................... S4.219 
Broker IIOII·voca• : ........... 1,201,663 

(b) To lppr'CM lbc EXCEL COCDaumkvioo•. IDe. 1997 Scoct Optioo Plm. 

Yma; 
For: ---.. -- 94,006 . .lll 
Apinst: ------ 3,116,219 
Abaaln; 127,627 

Broker---· : - 1.201.663 

(e) To epptOY<Ibc EXCEL Coamnmia•iocu,lnc 1997 Dnaor Slock Opuco Plan 

Yma; 
For: -----.......... 91,117,1$6 
Aplnsz: ------- 300,001 
Abaaln; - 170,.5 U 
Broltcr--vcxcs•:__ 6'0,455 

(d) To authoriz:c p!01jcs to vOle upoc any ocher bw:mus llw may pn>pcrly <orne before lht 

meama or my adjoununmt mcno( 

Yals1. 
For: ·--·---- 91,.540,160 

Aplnsz: -·---- 366.li.C 
Abstain: ...... --··-·-- 322.357 
Brokcr110111-~ : ,_,_.. N~ 

• Broker 11011-YDCa OCQit wbal a broltcr boldma aock In _, rwnc dod noc voce U.C. 
Jlwa. 
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PARTD 

m May 1996. EXCEI..'I -cnllod:, pc value S.OOI per JbiR. bcpn lftdi:a& cnlbc New Ycrl SIOCl 
Exdwlp unckt the symbol "ECt.·TM followlllallblc 1m fonb. en a pcr Jblrc buis. tile I'VIJ< or !be b•Jh ...,., 
low sale JWic:c infomullion or ~ham or commcnllloclt as rqKiitul by die New Ycrl Stock Excllanac. for tht 
pcnods indlcmd durina the fdQI yean cn6cd December 31. 1991111d 1996 

rii'SI o-u:r ·-·--.... ·--·--­
Sccood Qva:u:r --·· .. ·-·--·-.. -­
Third Qva:u:r .. --.. -·--·--· -
FCIUI'Ih Qva:u:r -·---·--·-

,,., 
liiii 
21 .. 
29"" 
u• 
21' ..... 

lda.tUI l'nc'C 
hrSb" 

'"' Je ilii lie 
13 NIA NIA 
12"' ., 25"' 
2011

"' 31"' 19"' , .... 3S "' w 

As or Matcb 23, 1991 lbe1T wcrc approlllnl.ucly 3,491 npr.md boldm ofEXCEI.'a common JIOCk. 

Tht Company bas Ill tht pUI dcci.v'cd dividends, illcludlnJ I dividend in the atnOWII or $20.0 million 
cltcland by the Comp.v1y'1 prcdccasor on Dc.ccmbcr 31. 1995 1.0 Ia lila> CXIStiiiJ shutholclm. whrch the 
Company ~ durina lbt KCond qii&N1 or 1996. However, the Company cloa - intmd 10 pay Ill)' cash 
d1vidc:ncl$ Wilb R$pCCII.O iu COINDOO JIOCit in lbt (~lc flmn. The Coarplmy'l Boanl or 0uu:ton wiJI 
dmmunc lbc Company'& dividclld policy 111the fllam based upon. amona Olbcr tblnp, tht Company's rcsulu 
or opcmiola, fmandal cooclnioa. busmcu oppommlbu, caphal rcqulmnc1m, comraawl rcsaiaiOIU. and 

other raaon clcc:med rdcvant a:lbt umc. 
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II~ID 6. Sdeaed FIILIAdal Data 

The followiq llblc liD fcnb ..-..s CGD'Oiktreed fiiiiiiCial diD for die Coaopcy as of lbo: dau:s md ror 

the periods lrv!h ., Tile diD .a font! below In lhls lllbltlibau)d be .-I In -.)uDaloa wllb "l11:m 7. 
MIDqCIIIIII('I Dilo ... lon md Allalylis or FIMDdal Coadldoollld llcsiiiD o( Opondoas" llld !be Coaaolld.uc4 

rm111d&l Sre nr oflbo: Coaspey. 

v----JI. 
iifJ Iii' lifi I"' 

'"' fl) 
!Ia 

_,.. __ ,.. __ , 
$&1w_...eto,.o I -

~-
c • ~--------·----------- s 1•.1n SIOUit U6JJOI S l~ J 1.}]),101 

~~-------------------
1-»~-a--------------------------
o,..nu.e~ 

Dc;:c ' ....... - ...... 
Sell ........ . ,_,_, ... -..o>--------------

~:;~--~~~========::::::::::::: 
~.a.KI~I------------------------

1--==~-~~~~;;======== .................... 
~-- -·'"'--... .......,..=;;;;-;;;;;;;~;;;;;;;;:----· c-..uam-"'"'-......... ......... ..... ,_-(f)-___________ _ 

Nn-------------------------------ou_.....,,.. _ _,..,.., __ ... - ... -- _.,_,.. .. __ .. 
............ , ...... -· (!n~;;;;;;;;;;;;;:-----­c--.r-..... _.,._ 
.. ,.,_ ........ _,.. ..... IS} ---------

O.IOICII._ ,.._.. (l) ----------==-=--
Caolldr¥--... - -------==----
~.~ .. , o,.n.., Doll: 

6AS ~l.IZ! 
)91!1 .lJWI 

U .lfl u.ns 
Ito ..... 

IUSI M.ISl 

V3iij llJ ,QI 

~.HI ...J1n2. 
(lS) atS) 

~ _Jl 
l.-.s :16.SII 
I.JH ~ 

l.U9 IJ.J')O 

s HtZ J..I.W2 

s Oil) J 011 

~ l:i!l 

I~JJ!l ~ill UI.JU 
..JIIU!I LlUJCP 11)1JU 

., 59091 liUII 
l.l)f UIO lU'K 

ll1.lJI JJCUH JOl,Cl l 

~ IJ' 
fP,!lJ t tnm 1,)09 !U 

IlZU ~IZ.m 1"112 

""' 061) (I.SJI) 

(2DU IU!l Z.MII 
li.J, llt.fiJ 14J.Jil 
um IJ•If UHJ 

....... , .. ..,., n.n• 

12.11• 
s ..... s , ... m s pzn 

s 046 s l.lJ s Olt 

IQ~tl 

t::m! ~ I iii 

LGrll d.,._...,.-. ol,.... I• OOO'a)(6) -------­ I II.)Sl )UJJl 2. 101.2•0 071,20) l.9Cil.lto 

J 0.200 s O.lOO s om s om s 0 146 

s 0 116 s 0101 s 0100 s OOIH J Oott 

w.,am.td Pm~C< ....,._ ,.._,.,-

·'~'-;;;;:;;:;~;;;;~;;;=------W<o&J!Id....... 1Mft _,....,..-

or~• -------------------------

llalu«- Doaa: s (116) s 7.1).1 J 1.071 J 209.%11 J ll-"' 
66l l.•'K ·~ ''-'" , ..... , w~~:~~~;::::::::::::::::::::: "-"7 _, .. I Ml---------------

l~aM~----============-------· 9.0SI )9.4U lO:)JI I 519.1 .. 1.4l1.01t 
]J) J..l .. ,., 100 

l ,"l 1],4.)) )1,101 lll.lll 
LGrll .......... _ ... , _ _.... ______ __ 
Stoeldllol*n'"...., .... _____________ , 
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11~111 7. Maup111at'a Dlsataloa a ad AaalysJs or fluadal Coodllloa a ad Raala or ~1>0n1 

mu Kl Conb In this report - rorwwc~ looluna swancnts lhal m¥Oi¥t a cumber of rub 

a.nd uncc:ralD&ia. AmOQJIIWIY facton lhal could CIWSC KIUIJ ra:ulls 10 dllfcr mauri&Uy .-c lhe foiJowvlc· lhe 

Compmy'a abllily 10 lllllloiJ'C "'!lid powlll: lhc Compml)"'a &bUlly 10-. nu.inWn. and mOUVII.C a Lua• but 

ofiRs: llUpllon iDcJud.m& that wilb iDdepcudCJI ~ illts"), lflllladon and DWIIIJCUICIIl of lllJ . 
aiCIIpcdlion iD die 1oQa climlla talecanm•intllons ad Jlllllll llldv.Rnu; die Compan)"a onJOtn' 
rclalioashtp wilb iu loll& distmc:t amen: clcpc:n.dmcc upoo lr:cy pcnoMcl. JVbacribcr ~. 111e adoplton of 

...... or c:llaqa iD. KCOUDtmJ policla.. pncuc:a. and cm:n•n and dlt IlPPI~ of Aadl pollc:ocs, pna>cn 

and - ; CcdcTal aod SWt JovaM~elltll rqu~ of ltlc lonJ cbslar>tt talceommtmiQbCIIU or dnct 

KlliDJ mduslry; the Compan)"s abilrty 10 develop and IIWIIJ< ou own lona duwla IIC!'l'orl:, lhc Compan)l't 

abllny 10 mainlain. opc!1IU. and llplr1ldc liS mfonn&IICIII S)'IU!IU: and lhr Compen)"s a.ucccu m lhc ofTrnn£ or 

p&Jin& and other additional ccmmllllic:aliocu produas and scrvica 

Cimtl'tll 

EXCEL ptOYidcs lona cbii&Dcr tclccomnuaucmons and p~p~J acrvtCCS 10 both rcs111cnual and 
commercial CUSIOIIIm m die Unirtd Sales Tbr c-pmy ll.aa drwlopcd ~eYG"&I maritrunJ tbmnds whiCh 

inchldt dirca a&la 10 rcsldcmsa1. a:ommadalmd wbolaalr a.~~10111m lhlo<IJh IIU. dcal;::n and dna u lo 

pcncxtDCI ill addn- 10 dl=t mall awkr1laa of acYU'II &I ll'CKIIId pn>ducu These muluplc d&m~butoon 

dtannds wblcb WJCI both mldc:nllalllld allll1IIGdal an:tcmm 1ft a key elcmcnl of lhc Compeny's bwmw 

stmtl)' as they allow thr Compmy 10 balan~ capacll)l of nctWotlc ntroc and PfOYidr muluplc avmucs for 

£rowtb. 

lbr Comp&~~y'a Tdco ~opera~&~ a Dllllcawl4t tdec:ommlllliCAliOIU ncrwotlc c:onstJUnc of scvcn 
switcba. lased lniiSiftluloa tiDes ad topblstlc:azcd ocrwO!Ic man~~cmmt J)'IIC11U dnop!Cd 10 opwnttt tnffit 
rootins. l1W ocrwotlc C\ln'CIIly qiDaw vat!1c: In all or aomr 1*'1 of 41 111a1a1 and 111e Omna of CAiumb.a 
and opcnlCS as an ·opm ocrwO!Ic", m..runa !bat any iDdJVidaW willl111 l!w Compan)"' ot1pw-a KNOCC aru. 
whOit L£C p10vidcs cqu.tl attUS. c:an - lbc Compen)"J lone dUI&DCIC I'IC'fWotlc by dJ.llm& ettbn of the 

Compan)l's ClC cod~ or by pruubsaibma 10 lbc Comp&~~y as their lonJ ciJsaN:c ""''~ provtdcr 

The Company owns IJIFO~Iy 100.000 nefWOfl: mila of DS.> C:.J*tl) (under a lon' lmJ, ttptt to 

UK acrcc:mcnt) and abo lusu addnJonai171U\Jmwoon hno from a van~ of factlnta·~ and rc:ule lonr 

dt.sWitc c:arrim. The Company's con!nCO ~ !lieu cnuucs l)'lllcall) t•av• lC1'IIU ranam& from I~ 10 60 

months. The Company supplnnc:ms Ill lcaKd "on-11crwotlc" c:apacny with "ofT·nel" snvtces from a vanety of 

raak md Cadlitiu·bascd Iori& cbstanoc c:anicrs. In addition, the Corn;uny does not have any on-ncrwori. 
mtc:rn.IUODal nctWotlc lltftllacmaas 8ftd cxclusiY'Ciy resells thr nt!WO!I: capac:ll)l of olha rc:ulc and fac:tln.a­
bucd loa& dhw>u camm 10 mtcrn&DOnal dcsunauons 

The Compeny c:utm>tl> 1w apumc:na Wid> Froaucr CommuniQI'OIIS 5ctYoccs.. Inc. rFronucr"), IXC 

l.ot!J Dlsrancc, Inc.. iiXC Lon& Dlsrancc"'). MCI T~tlcc:ornmuruc:auons Cotp ("MCr). and WorldCom. In< 
j W011dCom") 10 ptOYide swndliDJ scrviccs and nnwotlc v-ansmwlon of 111 lon& diiWICC wblmbm' tnfToc 

The avocmcnu with IXC Lona Dlsancc, MCI, and WorldCorn cadi conwn mmtmum u.uae commummu. 
while the .,.,anent with Fronder provldn thal !Frvnucr IS 10 be the cxclusrw c:ama for cawn c:alllnJ c:anl 

calls and penonal 800 J&fVIce. The Company b curmuly mttuna all minimum commnm~nu under thr~ 
contrac:a. DunnJ 1991, lhc Company miCDd.s 10 mtpatc a JVbslanual ponlon of ns niTtc cunauly bcm' 
amcd by tlurd puua 011110 liS OWD ncrwO!Ic and 1:0 contmue 10 mrcs 10 m&niiDum oarnmnmmu 

The Cornpeny'• rncrouu pnmatlly COOUIIt of rncroua for ~muniQI- JcrVtCU alld ~tunc 

S<f'ftCCS. llcvcnucs for commun~ JcrVtca, u rcflcacd ., die Compeny's C:....OIJd&Ud F-..al 

Statc:mmts, an net of lltr cfftc1 or c:mam adJ-. tneludlnJ those for unbillablc c:all ttt0n1s Thr 
Company's Jona d- .ublcribcn .,.. loca&ed thi'OIIJhout the U~U~C.d Swu, and the Company cornplcus 

JUbscnba c:alls 10 all dttutly dlalablc loc:al.-• worldwide. The Company bllb 10 wb>cribcn for lonJ dtJWICe 

UUJe bascd on l!w I,YPI of caUl. ume of calb. durauon of calb. the tcrmtnauna phone numbm. and uch 

subscriber's mr plan In cfTcC~atlhc um~ of the call 

IS 



. . . . 

Marim~~& acrvlccs rcvcoua ate prmwily c:cmprucd of ru:crpcs for mmria1s &lid JCrV)CC:) rc:ndct'Od by 

EXCEl. 10 IRs IIIII area coonlmaaGn iAC:.j. Exa:pc m ccnam -. IRs ate rcqwrtd 10 make u ltlrual 

rttundlblc ~ dcpalil wllb EXCEl. as u t::qlf'CaiGII of c:mtJ!!Dman lbcft b DO addltioftal COSI 10 

pctlcipcc. IRs brle 111 opdoe 111 purdl.uc a -.t-ap !*kale. wblcb IDcl\lda alnizuD& d.as 1111d nmm& 

mmnals, b11' •a r-,,.--loaal md P'""'mjm awaiah. onaoilla rcc:llllic:al ud adzrunisumJvc suppon 

UTVICCS, md IIIGIIGI)' rtpara. U b -.t-ap pvkap iJ purdwcd. lbc applaDCXI dcposn rtqUITCZDml U 

.niYCd.ID add!rlon, EXCEl. otfcn lniDill& potdiOIII wtlacby ACI. catif!Cd by dlot <Anp.ny, Jlf'0"1dt lrl.lltltl& 

to new llU. Tbe ponials of dlot mcUiin& JCTVica rcvawcs ru:clvcd lbal Rim 10 onaom& ~.eebrual and 

admllUJII'Uivc suppon IIGVlca 1ft clcfc:rrcd &Dd IIZIIOniz:cd oYer dlot period in wblcb lh< acrvac:cs an: ~t~ed an 

onkr 10 mar.cb !bote J'C\'CIIUCS wi1b lh< com of ~ lbc l"tlllcd RIJ'PGI1 Ja'\'Jca, 

()pcraaQa u;pmws iDdiMk ~waca•W. ~ dcprcc.aauon &Dd amoruu.uoa, and >ellm~o Jmtnl 

and adminisnlivc cxpcnsn. Canmunicallon chatps iDduclc lhc com of opcnliDJ lhc Compeny'1 M'WOrlo. 

and amotmts paid by the Company bawl on lhc Compeny't tvbscribcn' loo& clislancc &Dd paJin& \lAIC. The 

Company PlY' Ill c:mricn ba>cd an lhe 1ypc of calls, lime of ccnaiD calls. dllntioo of calls. lhe tcrm~t~aunc 

phone nu:mbcn,lllld lbc lmiiS of lhc Company'• coozna Ul dfca &I cbc tane of cbc callL 

Sclllll&o smcnJ md adznlnlslnlljw cxpcnsn coasill of IIW1cc1Jn& cosu uad lhc cosu of prvvidm& 

tel~ca and ocher 111ppon JCNica forlollbsalbcn. bnlin& and collcctiaa lona diSUIIICC and paJ.ina rewnua, 

and lbe COliS of lbc information r)'IICIIII and pcnoancl rcqwrtd 10 tuppon lbc Oxnp.ny'1 open110111 

MarltCUDJ com bKiuclc mmmrniocu paid 10 l1tJ md ala np rati.-a. tbe com of provldmJ lnlllllllo 

blllmw forms., promocioaal tllld pu 11rion IJI.CCrials, tcdwcal md admmtaniJYC RIJ'PGI1 terYICCS. tllld 

monthly rtJ10fU to nu. salanct and coauniwonJ paid co CSO ula rcprc:scntlllvu. and d~rtct mail adYCnUm& 

exJICIIICI. CommlssiODS paid 10 nu In based upon tbe KqU!sltion of >li'W lona dlslan~ and paJIIIJ subscribcn 

("tubtc:n"bcr acquisltioo c:omj tllld laq dig..,. ldcpbcoc and paaiQa UAIC by tvbsaibcn. Tbe Company 

also ~ mmmhsloru for lhc tn!Din& of IRs tllld oenaln AC&. ElfCCIJvc January I, 1997, lh< Company 

c.hanJCd Ill melhod of KCOUIUIDJ for IUbsc:rlbcr acqiiDilioo cosu. PrcvlowJy, tbe Compeny bad clcfcrrc.d !be 

ponaon~ of c:om.tniulODJ paid 10 IRs dw dnaJy ret. 10 tbe acqul$Won of loa& du1ancc and p&JIIIJ 

sublcribm. BqinnJna J&nll&t)' I, 1997, tbe Compazry bcpo fully CXJIC%UIIIJ subsaibcr acqubnlon anum the 

pcnod inauTed in orclcr 10 prum~ its opaiii1l& resula In a manner morr cocuistcnt wath other 

a<lccommunacauon1 companiu &J&WI wtudllu rnulu art n.,.. compared 

EXCEL and Tc/co Mu1u 

On OciObcr 14, 1997, EXCELIUCCOCclcd 10 lht lxulDCSICl of Exedcocn and T~<ko u a ruuh of mer1crs 

of wholl,..-d tvblidlana walh and into Eauxlcom and Tdco. pursuant to the Apumma and Plan of 

McrJCT daiCd u of June S, 1997 (tbe -Mtf~Ct"). Tbc Mcrpr c:ruiU lhc nftlllarp:slloq d~m~~« c:cmpany L: 

the Unatl<d Sw.cs bawl 00 lhr nwnbcr of prcsubtc:nDcd la:DCS, wnb pn> rorm.a CGntOiidatcd annual !ltd rovalUCS 

of 1pproximalely s:2 billion, II bilhon annualized lane djswlce mmuta of IIDJC, 6.0 milloon QU!Omm. and 

approxjmarcly 100,000 nC1W(Iri( mila ofD5-3 capacny. (Sec Nott l--EXCEl. tllld Tdto MtrJCt ... ) 

At die ~ of lhc MUJa' oa Oaobct 14, 1997. (I) Excclalm and Teko became wboll)--owncd 

•ubtocl&anes of EXCEL; (ii) ac:b omsmdma &bare or Exc:dcom common aocl. coavmcd IDIO lhe npt to 

rcccovc one lhaR of commoo sock of EXCEL: (iii) ada C!Ut:lllllldmJ tbaR ofT dto - nocJt COIIYCned 

anao the r!pt 1t. rccclvc 0.1$9$ allarcs of common ROck or EXCEl. and SIS.OO m c:asll: (av) cxtq)t for cmaln 

opuoru. oach lhcn OlllSI&ndtD& and una~licd opoo11 10 ac.quan 00>c lbarc of Telco common ADd. wu 

auumtd by EXCEl. md catwned IDIO an opt- 10 ac:qun 1..5190 lhlra of EXCEl. ccmmon ROd. and th< 

uert~~e pncc per abaft wilh raptttiO ad! such astvmed opcoon was adJIIIICd 10 cquallht cxm:tK pncc undtt 

the onamaJ ope.ion d lvlclcd by 1.$190: (v) oach ~heft OIIISWidma and 1111am:ucd opcoon 10 acquarc one li\arc of 

E.lttclcom common sock wu auwnad by EXCEl. and .mw:ncd Into an optJOIIIO acquln: 00>c &hare of EXCEl. 

common IU>Ck, and lhc exctetK price per lbai'C - uncba'~Jcd Cons~ ror the McrJn consutcd of 

S666..:! miltoon m c:asll (mcludma $164..5 mall- of Tdto clcbl paJd by EXCEL) and 25.376..506 lh&ru of 

common ttoct. S.OO I pw value. of lhc Compa~~y ("ComJ*!y Common SIOU"). 

On Oaobct 14, 1997. EXCEL ITIIWie an anttlal bonowana of approxa~N~Ciy S~ molhon under the n.-. 
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cndn fadbly to fund tbt rash JIUI"CII.t.w pntt of tbc MefJt'f ud relawl =u ud CXJICISCl and IQ ref~~~&~~u 

-a r • t' • ofTdc:o. The iDJial UBOR sprad md l'nzDt spread .......n 1.0% ud 0%. ra:pecu-.cly 

(Sec N011a 5 • "Lq-Tam Ddll md Cl:paal Lc:uc Oblipiom".) 

The mcrpr of Telco iDID EXCEL bu been IICCOUIII.:I (Ot lllldu tbc "putdwc" mCihod c,r IUOWIUD'- wllb 

EXCEL u die ecquircr Ia ~ wllb acncnlly ~ ao:cccmllna pnnciplcs. The raulu or opcnuoa.s 

for tbc ,.- aiiW !)eccmbcr ) I, 1997 iDcludt T cleo 'a r-=ri• I raulu aiWr ~r 14, 1997, tbc dftaJvc 

c1au of tbc Mrrpr. Tbc IDaJCf wub Telco I'OSillwl in JOOCiwill of $906.6 million winch u lKu\c amoruud 

~--a pcnoc1 or ~o :run. 

0uri11J tbc roun11 qUII'IC1 of 1997. primarily u a raub or tbt M.,..a. !be Compeny inhilled plaru 10 

rcorpnia llld raa'llaiiR lu m~ llld opcndoD&I orpnm•Jon ....:! facilpin 10 clunim• dupllaU 

racilitla, abmcloft ccna.iD projms ud aaivida, ud 10 lMa funhcr adYaDtaac or tbc JYDtfiiCS available IQ tbc 

~biDed Cllllllcs. ACCOt'dizllly, tbc c-P'"Y dwJCd 10 opcr1lliacu tbc mim11rd =u of such rtorprunuon 

1111d I'CSiniCU!II& aaivl!'es iD ad4llloo "'ccnalo kpl "'qqa'HS, vmdor d1spu:es. md olbcr clwJcs. These coJU 

amCKIIIIUI $64.6 million ud 1rt indt.lded iD DOO-I"CCCUUrina cbaps In tbc C-pMY'l Comoli4md Sl:lumc:rll or 

Opeftlioo.L 

The followbla aablc rdloas tbc -~or tbt ••plfianl llmU cncludtd "'1100-I'KIUTUII dw)es '"' 
lbc year ended December 31. 1997 (amounu mlbom•Ddl): 

Rtduaioo iD CII'I)'IDa valut orc:crwn UKtl--······ 
Com Ul cxis llllfnorablt cwuw:a ----­
Lcpl cxpc:um, w:ndor dlJpu1.ts, and olbcr clwJes ··-· 

Non-TCCWTU~& cb.vJc:L ............................................ . 

$47.671 
j.J$9 

11.•00 
s (::1 .6)7 

Abll•ry cf tiN C_,_ry tc M•rr«t Tl'tljfc. The Compmy's n:aJiDuon or apcn~JD& C01l uvmp from lhc 

Mc:rJCr wiU be atrcctcd by lilt Compa~y's abilny Ul dii'CCt uatllc Ul IU lldWOf1c from EXC£L'a custlnl thud 

pany anicn In a llmely manner, which u c:xpccud "' ruult In 1111 ovuall lowu cos1 per millu1c The 

Comp~ny'a abllhy 10 mlpc IIIIa cratr'IC in a limely menu will be IIIUJIId by opcrauonaJ llld nCfWOftc 

lnfraslnlcQ.n linllwloa.s as wcU u by lbc cwlizw1111 purduiK --- rtqVnn>aiU wxlcr EXCEL'a 

'IJCULU1tS wi1h dlird Jill")' carrim. 

R'f'll«ory CJwJnta. The opcndons of Lhe CompMy will c,onUDuc 10 be atrcctcd by lbc OfiJOIDI cwnu 

asaoeiaeed wilh tbt 1996 Ttlc-muulcaboos Aa. Sucb CYCnU lllducle ac:a:u cbr.tJc reform which could 

clumJc c:xlstina ~n~~~~~~issioo CORJ ror bod! !be Dlmpeny and olbcr lona cllswacz -paniCS. 11x alli'Y by lb• 

Rca-.! Bdl Opai&all c:-p.zuc:s IIllO tbt ~«~a ~ matka:pllct. _, lbt abllny or loll& diJQIIltt 

com paniCS IJkc lbt Compaly to bc&UI rnari«UDJ &oca11e l~c ltfVI«l 

In conjiii>Cdoo wllb upcomiA& local compcuuoc. illcumbcftl loc&l phaot compan~a an - likely Ul 

provlclc biiiiAa NI'Yica (Ot -m paublc:ribcd tO compcutlw local pllonc compMou. Thb would fom: 

lhc Compltly 10 •llbcr bill tbc QIRCDICI" dft,aly. CDICr into a~ md CO~..,._,..,, wilb DeW local 

phone COdlpanla Ot MU Cllbcr allaNrives. 

AddidoaaJiy, die Federal <Anmun~ Commlwoc bas man4ar.cd thai by JUDe 30. 1991. all 

l<l«ommunic:adons c:cmpenlCS IDIISI m~ ftom hlr GISUDJ rrYM~.,n CIC codes (10. XXX) 10 MVCft• 

dlall CIC coda (10 • 10 • XXX). Thu ·wm rcqwrr a chmJc In lbc d>aliiiJ pc~mu or 11x T&leo Conawntr 
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Division CUJ~Dmcn in onkr to lllllia 1M Cclmpany's acrvica. and !be <:omp.ny u rcquau! to tn~ rr· 

educatlon-'als IDto ils fuan ~ IC!Mtlcs. 

c-p.nrtyc FIICion. ~ OwnP"')' bas oblcncd in~ campcUtlon in all of ils dislribu110n c:baMds 

as well as 1111 iDclaa ID lbe IIIIIDbcr of pwo.Vw111 d•VO"mwd callm& pl&a available to all len& dutmc:e 

cmaancn. pc1icullrty rdlliD& 110 nsl! r' 1..-aza. ~ ial,.a to !be lAnP"')' lw tnduded {a) a clcdu>c 

in !be Conspmy'a rui6mtial ~per miDw as !be ComJllll')' bas responded to eompenuw ptOJUra wtlh 

lowcT priced produels. and (II) a ~~qucntial decline in dial &I'OIIIId rncnuc:s. 

Nnw<l'k Com. ~ Conspany b in 1bc proecu of cqac!IDJ its nci'Wor1c in orOr1 10 fxiln.ate the on-nt1 

mapuon of ll'&lftc !bat u ctm'CIUJy bem& camcd by 'llurd puucs. Tbts will result Dl an lnCI'C&K "' l'tCUtTUI& 

f11ed costs assoc;l&led W1th !he IICTWor1c wbldl !be Company IIZlliapalo will be otbcl by rcductaoru 111 !hard 

pony c:osu fot JWildl acrvie:ca. H~. die C=pa~y may expel icoc:c a tcmponty mausc "' ovcrallnctwori. 

com as eddjtjcwl fixed c:om wr btcunu! ill llllllciplricwlof !be mlpwtian of ll'atfiC. 

/nltfl'tiiiM oftlw Comptmla. tbr MC'I'Jrf invo"'-s die IDtqra~ioll of two ccmpan~c:s !hat haw 

previously opcniCd indcpcndcntly and !bc:rc can be no auurancc !hat !he Company will no1 c:neoun1er 

sicnifiC11111 dlft'lc:uhlcs in iDicpiiDa die ac:spcalvc opcralcwu of EXCEl. and Telco ine.ludina. but not bmitcd 

10, intc~ doaacmitl&. and opcntiDJ cmaiD aoftwwt l)"'laa>J: raamiDJ l<cy cmployfts: and lilUpWIJ 

other opcnllOGil ftmmom, ot !hal !be bc:lldia a:peaed from sud! ~ wUI be rcalazzd. tbc:sc bcncf.u 

incluck !be mipion of EXCEl.ll'atf!C from !bird paUc:s to diC Telco nctWor1c. the aporu10n of c:-.cal 

proclucu to be sold by the IRs with the usb:aillcc of Telco's canmerclal aalc:s force, r<duced caprtall))aldmi 

and rcducuoru in various Jmcral amd ad!Dilalstrarivc e:xpcnaa. 

IMruuui WuJDtfWT A~IIUIIIOIU. Durin& lbc {ounh quuur of 1997, the Company ob=vfll an ancrc.&K 

in iu acquisition of 11CW cusa:omm lhroup iu ncrwcn awtr.ctiD& cbanncl In C'OQIKctlon with the Company·, 

lR nwlcnm& piaA, an upfrcca CIIIIOII\ct acqvlsitioa cammluloo u typiCally paid bc!cm a <USU>mer W 

gmcrucd m&b:riaJ usqr i'C"YC111l<. Ill a period of......,..... IJ"'WWh. cammW>CWts paid fot...,. eustamcn can 

cx.cccd the coaac:spooct.l:la profw &cnocrw.cd by lbc eddj!Mm•l f'C't'mDC in the c:um:au pcnoc1 and thw taluC< nct 

income. 

E.zporuron o/Commucrol SoleJ The Company ttntmc1J to continue 10 pow Its level of commercul a .. \le~ 

AS a r<~uh .. the Compillly CXJICCU 10 - am U>crcaK 111 au commcrc.ul acvcnUQ IIJ a pcrccntiJr of U>tal 

revenues Smcc eommaeul produm tmd 10 JUlctally yield a lower rat.t per mtnlltt. the Company could 

expcnma: a ckcrcasc m iu overall~ per mmlltt and a dec hoe an opnalDIJ matJUU 

y_. 1000 IDw ~ YQZlOOO luuc is !be nsk !bat computer JIIOITIIIU WliiJ twHlJII d.ait foclc1J will 

faJ1to JliOj>OI)I rccopuzz: the YQZ 2000, with !be raub belli& biWocss iillCrNJldoca d4lc 10 CIOtDpuiCT aysum 

failures by the Company's sotrwarc and bardWit'C or tbat of aovcmman c:ntlucs, acrvl.,. provldm, vc::D4on and 

customm. In I'CSJIOIUC to the Year 2000 issue, the Company lw developed a plan to asscu the Company's 

Y OJ 2000 rialt and Ia in !be ptiOCCU of perform ina iu. r<vocw The Company anucopatu thai ctrU1n software 

will r<qiUI'< r<JIIIICGDCIII or 11>0C!lrot- 8ucd on tbc Compa~y's I'<VICW 10 dak, II docs- cxpeC1 the CIMI of 

sotrwarc rrplacaalan or ii>Odlfauoo 10 be nwmal10 m fl:IWICIII ~ ot rc:sulu of opcnwoN 

Rcsulu or Opcratloau 

hwn-. Tocal ...,..,.ucs iDcn:ucd 7.1% ao $ 1.5 bUI10n f01the year ended December Jl, 1997 fnxn 

$1 .4 billion for !be )'Ur ended DtcaDbcr ),, 1996. CominUDICaUOIO IDVICCJ rrtaUlCI inc:ruscd 11.2% 10 $ 1.3 

billion for the ycar CDCicd Occmlbcr 31. 1997 fnxn Sl . l blll- fot !bc ycar mded Dccanbcr 31. 1996 

pnmatily due 10 an ~ tn Ioiii d.-c IDIIIIUJ of u.aaa• tri S41bscnbcn L0QJ dU&ana: manuta of wqc 

tncrcascd 2.\,C% 10 7,9 blU- mtnW:S for the ycar c:ndcd Dcc.anbcr 31, 1997 from 6.3 bill- monancs for !he 

year ended Decem bet 31, 1996 pnmatily due 10 the inclusiOn of Telco's mtnutcs Maonnrn& October IS. 1997 

Lon& distance rovcnUCJ per minuu of wqe dcCTUKCI by S. l% to 16.6 ~nts per manu~< for the WM mdcd 

II 



. . . ' 

Occ:anbcr 31, 1997 from 17 .S cznu pet minw for lbc )'QT cndt.d Dcc:anbcr 31 , 1996 Thu dcauu m 

rnawc pet mizwtc of IIJil&e IS dllc pnllllrily 10 lbc IDCl"'ioo of T~lco'• caam-.al and wholaak mmultl 

wblcb yield a lowe~ l'fWIIIIC pet IIUIIWdan mMm•lal mJIIIllr:S. IDe:•...., m caammucauon IC1VlCCS rcwnuc 

for lbc )'QT ended O:ambcr 31, 1997 Is net pii!Dc rcvawc of$24.6 mW1011. 

Mmaill& UNic:a revmua, wbidt Include I'C'YCDUCS ~ from IRs for ll'ainm,, busmas fOI'I'IU. 

jACWJKJdowJ ad pn:scD18lioo mama.ls. IWicoirt& lttluucaJ &nd admmkslniJvc IUJ'POtl WVICU, IN! moniJaly 

rcpons.. dcacased Sl.$% ID $121.3 mDiloo for t!aoe yat ended Do:cmlbn 31, 1997 from $260.7 mOhon for the 

yur aided Dcccmbcr 3 I. 1996, pnaw1ly dut 10 a clcacaK m t!aoe nmnbcr of ~pphc:anoru re~a.-u! from ""' 

IRs 

Opcrallftl E.ltpuua. Communicalioo ~a mauscd 20.1•..1. 10 $71 6.1 mllhon for liar )'UI ended 

Occanbcr ll, 1997 from S$96.6 miUion for lbc )IUt ended o-tnbn 31, 1996. t..ooa disuncc e«nmllllacauon 

chqc:s wert 1.9 CCIIJ pet mmw for lllc )'QT mdcd Dcczmbcr 3 I, 1997 •-J*U! 10 9.5 ccnu per mmutt for 

the yat ended Occcmbcr 31. 1996. IU a JIG'CCII&C of commlllllcalloo scrticn I'C'¥alua, -~~~~~ 

ctwac:s wm: S3 .I% f01 the yar ended Occcmber 31. 1997 comp~Wd 10 S4 . 7% for lbc yar rndcd Ocumbcr 

31, 1996. This dca'QJC in communlcadoa ~ u a pcrealll.le of comm1111lca1Jon scrvic:c:s revcn~~c:s 

pnmuily rdases 10 lllc rtdualon in pet minw mes from llae Company'• lana dislan~ came fl. ruultanJ ftom 

mlpatisla loa& clisllla« ll'llrac from FroaricriD WortdCcwn, MCI and DCC l.oc& Dimn~ 

Dcpred:uiao &nd -~ iDc:n:ucd 6'0CII $6.9 milboa for llac )'QT ended Dcatnber 31, 1996 10 m 7 

mlllaon for t!aoe yur ended Dcambcr 31, 1997 pnsr.uily due 10 amortiDlaon of aoocl>o-111 muluns from !he 

Meracr and an inmau 111 dt'pl'tcaation I'CSIIhiD& from a.ucu acquartd an the Mcrtcr 

Sellin&, Jc:oaal and adminlslmlvc npcnw dccrcucd •.9% 10 S)(I4.A million for the ycc a>dcd 

Occc:mbcr J I, 1997 fram SS30.3 mUiioo for lbc yar cndt.d Occ:cmbcr 31, 1996. Sellin& cxpc:nscs, wbadl 

an elude COZDmWloos paid 10 IRI, lbc coas of provldq ftlll.in&, llld ocher adminislrativc wppon SCfV1CC:S 10 

IRs, and smcc die Mcrau. Alana ad caamiuiooJ paid 10 CSD uJu rcprac:nWiYCJ m addauon10 dll'ta mall 

adYCTtitlna casu. dcauscd from SJ6l.• million for the yar ended Octcmbcr ll, 1996 co ma.o million ror 

the year ended Dcc:cmbcr 31, 1997, prim.vily llue 10 a dccrcur m liar number of IRs. Genrnl and 

admanamalive cxpauc:s mcrc:aud from Sl67.9milhon form. yar ended December 31, 1996to sn6~ molhon 

for liar yat ctadcd Occanbcr ll. 1991 Tbh inc:rcur pnmaril) rel.&la 10 lh< cnclusaon of Telco'• opcrallnJ 

ruulu aha Oclobcr 1•. 1997. IU a pcrccutqc of ccmmunocanon wvaca rcwnun. u llan" cmml and 

admUUSII'alivc upcmc:s were 37.1% for t!aoe year m6cd Octcrnbcr 31, 1997 compared 10 ~I 6~. for the yar 

ended Occet:nber 31, 1996 

Included an lhc Company' J opcmina CXpcnRl for lhe year ended Occcmbc:r 31, 1997 u $64.6 mill ron 111 

non·reCliiTina dw)a prmun'ly relaltd 10 thr cocuohdataon and intearauon of Telco (Sft-~N..,.Rccumn& 

C!wJU- &nd )'lou • 10 !be Cocuolid.md Fmancial Swcmmu.) 

()pcnltin' tnc0111< before non·ruumna ~u dcmaud 3.7% to S109.5 mlllaon for liar )'C&1 ended 

Occcmbct 31, 1997 from $217-' million for llat yur mclcd Octcmbcr 31, 1996. AI a pattntaJr of 

commuoication UNiccs m.ocnua. opc:nl.inJ inc:amo before non·rttutrlna dwJa wu 15 ~.and 19.~. for 

!he ~ ended Decanbcr 31. 1997 and 1996, re:qaccli,.ly 
The Company'a inLcrcst cxpauc IIICI'C&Ud U> Sl6 mllhon for lbc year ended Oecanbcr 31, 1997 from 

$261.000 f<K 1M yur ended Dcatnbcr ll, 1996 Th• tncrcau m mtaat cxpauc raulu pnmarily from 1M 

paym<na of m~aa~ on Ocbt mC\IITCd to fund lbc acquasnoon of Telco on October 1•. 1997 

Other income (cxpauc) dccrcucd 10 S1.3 millaon for liar year ended 0cCC1Tiber ll , 1997 from Sl2 6 

mllbon for lbc yar ended December 31, IJ96. Included m Olhc1 meomc (mrpcrue) for 1M yur a>dc6 

December 31. 1996 is approx-ly S6.2 mOhon of liKOCrt< rtlalcd to the salt of lbc Company's •9· , 
an\'Clll'tlml 111 a )01111 ~ In ~ 111taa1 JIIC4m< mcrcaacd from $6.$ mlll1011 lor lhc )'C&1 mdcd 

De comber 31. 1996 10 $7.3 million for lbc yur mdcd Occcmbcr ll, 1997 The lftCI'CidC 1ft mtnat ancomr wu 

prtmarlly duo to adlfnional inacma lncornr amct'&ICil by lhr anvc:sunmt of calli rcauwd from opcn1oon1 and 

tho net procccdJ received from !he u lc oflhc Company'• common liCK~ m lhriPO m May 19<16 ofi'Kt ~· cash 
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used 10 fund lbc ~ of lbc Company's common iiiOCL 

locludcd 111 tile Cmlpmy's DCI iDcome or$22.7 mllllca for tile :rar ended December 31, 11!97 u 1 OM-wn< 

~ of S65..2 ml1liaD, DCt or me- -a. (S0.$6 PT lb.lrc) ill tile finl qoMRCr to rd'lea llw dlal:ll• 111 

ICCOIIIIWI& for ll&blc:riber ec:q,.nh--. Tbc ~had DCl -or Sl44 4 111m- for tile yc. ended 

Occcmbcr :JJ, 1996. CID a pro fotlll& baAs, tllc Campmy's DCtmcamc fortllc :rar ended Occcmbn 31, 1996 

would have beal Sill .I 1111Jboo (S I. I4 pcT iil.ft) lfdus .,...,.'"'1111 diaaa't bad bcal rea-o.aJ~ly appl~ 

!llwnwJ T~ rnmutS 1IICft&ICd 176% 10 Sl.4 bm- for 1M )'Qt mdcd Dccanbn 31. 1996 from 

SS06.7 miUaon for tllc :rar Clldcd December 31. 1995. Tht IIICIUJC m revawa was pnmarily d~~t to IIICft&Kl 

111 lon1 diSIInc:c lllillllla or 11111C by lllblcribas llld ill tllc IWIDbcr of .ppllCIIDODI from new IRs llld ACI 

Comm1111~ scrvica ftWftiiCS iDcftacd l03% to S 1.1 bWicc for tllc :rar ended Occcmbcr 31, 1996 frocn 

SJ63.3 million for tbc :rar ended Occcmber 31. 1995. 1..ooJ d.iswltt millws of IIIIIC illc:rcucd 200% 10 6.3 

billion minulel for lbc :rar mdcd ~ccmber 31, 1996 from 2.1 billion mi11111a for lilt :rar ended Oettrnbtt 

31, 1995. 

Markctill& scrvica revmUG, whidl illthxlc rnawa ~ from OU for cr&illiDa. bus~na.s fomu. 

promooonal and ~ maunab. 01111oia& cedm.lcal llld admin!SII'Uiw support IC1VIcu. llld montbly 

rcporu. mcrasc4 12% 10 Sl60. 7 mDiioo for tllc :rar ended Deccmbcr 31, 1996 from S I 0_. m1U1011 for IlK 

year ended December 31, 1995. These revenues iDaused primarily~ to lilt pvwth in appiiCallOnl fTom nf" 

IRs 

Tbt Company apcricnccd opc1llional dltriCWtia lau ill tbc ICCond qiW1Ct of 1996 dut 10 tbt fallu~ or 

fronuer IQ add tbt ncrwod: eapuhy Dccdcd 10 lw!dlc !be Compc)"s puwlll In lu subscriber bue and related 

lon& diSWicc ITlfrlc. Tbc Company bcllnr:s 11w t11c blot.Jcaac apcri~ In ~ NW u a re:suh or 1M 

ntiWori: capacity problems re:suhtd In a &lowdown ill ~ aaivnits. 1M lou or JUbscribcrs. and reduced 

ealhn& aalvny c1urmJ t11c third qii&Nr. By tbc Clld or !be third quuu:r, 90% of lbc l·plw D'all'oc bad been 

m•srattd to 11\o nnworlts or new c:anicn. Howcvtr, lbt mqniludc or miJR!inl more dian 4 mlllion subscribcn 

acrou approximately 900 L£Csto lhrct new ncrworb c:rcalcd some durupuon an llle flow of dalll bc!Wccn tbt 

LECl, lht underlrinl c:arrim, and EXCEL. These mlpation dlffiC\IItics ~onllnutd to Impact wbscribn 1anuon 

and eall volume in the founh qiWUT of 1996. AdditiOII&lly, the amount of arne and manaatmcnt raourttj 

rcqutrcd to mce1 the IUJ"CSSivt sdltdult for 1M naworlc mip-a1JOO c.on!lmed wilh prl)lllii1itDIDi requarrmmu 

rdaud to ""' markama posntoru wtuch wa-c introduc:cd in Stpu:mbcr 1996 11 !be C«nJ*I)"I INIUAI IR 

convenuoa The CXIai.IJW &mOWit of propmllllizla I"CioOI.ITCU needed for lbc new markaina poiiUoaJ c:&IUCd 

some dc.lay In lbc P""""'inl of~ mvolvizl& !be OU which an Nm MpUWly &lfcacd IR monk AI 

• re:sult. lbt number of applia uoru rtte.ind from OU ·lkercascd an lht fowlb q..ann or 1996 fTom lilt llurd 
quanu or 1996. 

OJ¥"''1111 Upotsc. CommlllllCIIllon cbups inacastd 114% to SS96.6 milhon for lilt )'Qt ended 

Dt«mbtt 31, 1996 from SliO.O ~for !be :rar c:n.dcd Deccmbcr 3 I. 1995 ComzznmiW"On charJa wen 

9.5 anu pcz aunw.c for tllc yur Cftdal Occcmbcr 31, 1996 c:omp&Rd to 10.0 ocnts pcz mlftW for lbt )'Cal 

cnd<d ~ccmbn ) I, 1995. AI I ~ or c:-=O&icauon SCTVICCS RVCUU, comm•ml(l!l"'" dl..-,n WCT< 

Sol ~. for !be yut mdcd Occcmbcr 3 I. 1996 CCII!J*"Cd to 57.1% for lbc r- ended Dcamber 31, 1995 Tbu 

decrcau an communic:allcm cll&rJa u a pcrama&:c of commllllic:aiJa! ICTVICC> revenues rdlccu lilt rtd\lcuon 

rn raiU from FronUc:r lhll wen implcmarud from April 1995 llvouJh Fcbrv.uy 1996. and 11\c lown rotts 

&UOClltcd wrdl m1smin1 ton& diSWI« D"llf"oc 10 WorldCorn. MCI and IXC l«<& Diruncr 

Dc:prtt-and~ aaa-.:1 47$% frc.a:l Sl..2 mUl- for !be year ended Dcccmbcr l I. 199S to 

S69 m•l- for lbc )'UI' mdcd December 31, 1996.. Tl:us IIICft&SC- prtZMrily due 10 an ancrcau 1ft 

dcprccw1011 oa mr-- S)'llaiU a ocbu aaas IICIII"and to suppon !be IJ"OWih an lilt ~ and 

enhance scrvocc 10 IUtllcribcn 
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Dco:=bcr 31, 1996 rr- Sll7.1mlllal for llx yar elided Deorrnbcr 31, 199.S ScUm, cxpcruo, whldl 

dlrcaly rda 10 lbe C • I* f• ~ KdWJts md wlllcb iDclude COI!!l!!iwons md the coszs of pnmdm' 

ll'alailla. busincD fanDa. ji , • .,., .ad pmcnDiloa IDIIUiall., ICdmlcalllld wtmlnbnrive suppon ION>CC:I. 

IDd aw:adaly rcpcn. iDea • I .t7% 1D SJ&lA miJJlaa for !be yar elided Deorrnbcr 31, I 996 fiWI S I~ 7 

miUa! for- .,..IDdld Dec:embcr ll, 199.s. Tbia .,_is prilurily due 10 pvwlb lD -uu. Gcncnl 

md w!mlDiJiraiw CXJi ma-.11 136% 10 Sl67.9 mDJjoo for lbc yar a>ded J)ecxmber 31, 1996 from 

S71.1 .nJillon !orlht ,..rellded o-Dber 31, t99.S. llUs IDcnaac was prilurily driven by lhc pOWib mlh< 

Comp111y'1 COCIIIII'mlcatjm opaiillow md WU dlac iD J*' 10 lbc COli orbulldiQa lbc Company'! runqa!!Cftl 

!Cam md Ill(~ JYIIImlS '+ )' 10 mpport lK powVJ In lbc tJusa- and Clllwlct ICrVICZ 10 

SZlbscribcn. As I pac:ca..., Of -liD lad lOll MMccs r.VCIUia, KlliQa, JG!Dal md wtmlzUJIRIIW "'XJJC"In 

wen 41.6% for !be )at coded December 31. 1996 C«<lpptCd 10 .S9.~ for the )at CDdcd Deccm!wt 31, 199.S 

Opcrallna iDcolnc lnctaacd I llm 10 Sl I 7 ..S mOtion for 1bc yar CDdcd December 31. 1996 from m . 7 

million for !be yar mded Dcambcr 31, 199.S. As a pcrcalll&'t of -ynlcalloa Nn~ica rr.-:n~~a. opctllliiJ 

IIICOCII< was 19.9% for !be yar mdco Decaabcr 31, 1996 cam.,.,.S 10 21.A% for lbc yar ended Dcumbcr 31, 

199.S. 

lnc:llldcd in ocbcr Wcalc (c:xpcDJC) for 1bc yar cndcd December 31, 1996 b ~ly $6.2 mUI1011 

of income rclacd 10 lht Company's 4~ ID>ctmiGillD ajoiDI Wllllll'l. For 1bc )at caclotd December 31. 199.S. 

Ill• Company ftCOII'ind a as or S6.2 mllliac tdaaed 10 _,~ c.oas illcurnd by 11x Jom• \'CIIIIIn: 111 

addn1011. lbc <:omp.Dy'l illlaal incomc laa cc! 10 S6..S mDJjoo for lhc yar Clldcc! December 3 I. 1996 from 

s-&67.000 for the yar CDdcd Dco:=ber 31, 199.S. Tb< ~~~CJUU '" mtnest "'"""' was pnznarlty duo 10 

addiuooal iou:rc:sl iftcomc JcntBICd by the m>aanml of cash. 

/ftt:- Tazc. n,. pnMsiaa form- masua jiCftlmlitlt of income bcJcn IDccmc tua clcauKd 

10 37.2% ill 1996 rr- 37.7% iD 199.S. n. decrc:aK Is primarily aDibulabk 10 lowe ow:rall sau meomt w 

... ~ appllcallle 10 1996 c:aasolldacc! aniQp. 

LoOatloo 

Manaacmcnt be~ cbat mOaucn lw - bad a nwmal dTtet on lhc Comp111y'1 ruulu of opcnuoru 

uquidlry aad CapltaJ R.aourcu 

As of December 31, 1997. tilt c-peny bad cash mel cash cquovala>u of $16.2 mUI- and worun, 

cap alai of S31.6 miiiicc. 1M C~y's opcnziQa acu>iuts pcovldect cash of appro.dmaltly S I 30.2 milhon fct 

the )at caclotd Occcmbc 3 I. 1997 md SIOI..S millioa for tilt yar cclotd December 3 I. 1996. 

The Compc~y's in•csUDJ actlvltla have consimd primarily of ca.lh paid In COCIMC1- with tilt Tcko 

MC7JC1 of S47.S.6 mllllaD. lbt pgn:buc of frmcflbc ..--ms or Sl..S millloa. IZid popery aad equipment 

JIUTC'WCS of $63.7 ~ ror lbc yar llldcd December 31, 1997 1M CoCIIp-ny patlw.cd popcny &Dd 

cquapmcnt ~S7$..S mm- rorllw yar mdcc! Drcanbc:r 31. 1996 

Toea! cash JCIIC'UDd hal finmriQa actlvidcs Wll Sl.sU million and $113.4 million ror the )'Qn coded 

December 31, 1997 rd 1996. mpacd>cly. The imcruK '" cash JCM"Itcd !'rom f!MIIdaJ actlviocs fct the yur 

coded December 31, 1997 was pnmo:rily due so na p~ocnds rcccovcd ft-om lbt - or Joaa·tam debe m 

connoaion wnll the MUJC' cot - p c ''* ,...lvcd from lbc - or edditloul common &&Ode c1w 10 lilt 

cxc~11< of aoc:lt OS'l-. For lbc yar caded December ll. 1996. lhc Company ~ovcd nc1 pocmb of 

lpprol!-ly $133.9 mi.Liioa for lbc Jilt of iu common aoc:lt 111 au mnl.ll pubhc olfCTtnJ. In eddnoon. Oilier 

fmancln& KdviUG baw caa•iqpd of peymeno or clcbc mel C8!1Ral lc&Jc obltptloas &Dd dw rcpltCIIolK or lilt 

Company's commoa AOdt. OuriDa lbc )Ur ended Dcumbcr )I. 1997, dw Company made pi)'IIIC'ftU on dcbl 

and capil&l lc:MC obit~ or Sl97.7 a llhon and rrpurcbucd dw Company's com- IIOd. ror SS6 7 

million. 1M Cocnp1111y made pro),.MDU oo clcbc md capll&l 1cuc obllJIIIOIIS or s-&79,000 and proymmts or 

di\'ldcnds of approxiznawly SlO.O milloon cloannJibc year coded 1996. 

ll 
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On Oaober 10, 1997, Lbe c-..,y cnla'Cd iniD a new mdit facillly for bouo.-i!IJ;S up ID S l bi.J11on (the 
"New Credit Fadllly"). Bo!Trwin&s UDder the New Credit Floc:llhy we available for Ja1CB1 ~ pcaposcs 
ineludin& Kqllisbioas lllld art JDbjca 10 vvious finanda! co• II>. Tbc ialllral ,_ on 1be New CrcdJt 
Facility is bucd on lbe Coalpley's ,_ailiq dcbll'llio IIXI rwnaa 011 a Ewodo!W (UBOR) option frcm a 
spread o(O.W% 1D 1.75%, and una 8ue (PriiM) Jlale opion frcm alpi'CIId af'O% 1D 0.50% TOQI bonowmJ 
avall.abilhy UDder lbe New Credit fadlily reduca to S&OO mlllioa on ScplaDbcr 30, 2000. Jnd ID S500 milhon 
on Seplcmbcr 30, 2001,1111d the New Crtd.it Flldlily cxpm 011 Scpcmbcr 30,2002. 

On Oaobcr 14, 1997, app'DJlimalcly S I3S.2milllcm of !be Ompeny'a cash acd cull equivalents was uud 
to fllnd a ponion of lbe Telco mqcr and rdacd coas. Also. on Oaobcr 14. 1997. lbe Company made an 
rnn~&l boiTOwlnJ or ~ly S544 million under lhe New Cftdit Facilft)' ID fund the cull putd\aK pnet 
or the Meraer and rclaud cow &lid CXJICDKS and ID rcr~MDet Cllistin~ inclcbudncu or Tdco. Tho mrtial 
LlBOR spread &lid Prime spread were J,O% lllld 0%. tupealt~tly. 

The Company beUtve~llw iu WsUnJ sources or liqvldily &lid 1111rklpllcd funds frcm opcnuom. will be 
sutflciCJit to fllnd iu capilal cxpendilura, worldDJ c:apilal, tmd other cull rwqvimne= lilrouch the cod of 
1991. 

Variow lepl proecedillp bavc arisal apinst lbt Company ill lbc onlin.a:ry coune of bwmcu 
Information wi1h respect ID lepl proccccllnp is act fonb in Pm l,ltan 3. oflhb Form l~K. 

RqulatOI')' lssua 

On Febnwy a, 1996, the 1996 Tdccommunigu-s Act was maacd imo law. ThiS comprch<:rutvc federal 
leauwion will afftct tvr:ry scaor or !be "'lcnmmnmicatioal iDduszry. lnchlded in the new SWUtOf)' pnovas•oru 
is the openip& up 9f!Qcal telq>bQoc ~ tQ Mnj"2iiian fioam fxililia-baled lllld raalc arrricn and. subjcC1 
to cmaln tcquimnaus and AfrJIWds, the ellmbwloa of1UUir:dws oa Bell Opaallna Company ("Boc-) &lid 
GTE OperarlnJ Company C"GToc-) CDinllct imo the loaJ dlswlet telcalmmunlc:aloas multtt. The FCC 
adopted rules ID JOYCm the iniJ'Oducdon or oaw forau of c:ompctition in iu AIIJI&It I , 1996 lnlc:rcolmec:uon 
Orden, signffic:ant asptCU of which, includiq provUlons COYmliziJ the wholesale pntUlC Of local s.n'YIC<, 

Wert ovcrn:med by lbc u .s . Eichth Circuit Coun or Appcall. Th• u.s Supmne Coun bas .,..ed IO hear 
appcoll of this decision. but h b not cxpecud to render a fmal cltdslon until Clliy 1999. Therefore . n IJ 

unkno"'n at this time whclhn this Elchth CiTcuil decision wUl be upheld 01 what unpw the 1996 
T elcc:ommunic:auOIIS AC1 01 the lntcn:oanec:tion OrOcn. will hive on the Company. DcpCDdin, on the IWll1't 

and urniDJ of BOC &lid GTOC miT)' into the lone disuocc millet~. lhe Company may r.tt s•cnif~Cat~t 
oddition.al competition in the provision o( lon& dislanet rcrvicu. Howna. the 1996 Tc.lmJmmunJQUns AC1 
open• the local Wepbonei'IWUito compclllioo. wbicb, depcodln& on the aa11m or SIKh opmin&, the Company 
bcllrvu may allow i11D provide resold local cxchanJC ""'ic:cs in sev~lswes_ As ofDeeunbcr 31, 1997. the 
Company IJ llllhoriud ID provide ruold local acbaft&• serviec:s ln 31 swa. 

Variow covcmmcmal ar~ics moailor d!RCI selllD& acuvities, and the eomp.ny bas oc:cuiOnllly ~n 
I«!Utlttd to supply mformation repnlin& iu multa:ln& plan 10 cmaln or sw:b apcics. Allhouct> tho 
Company believes !bat its nnwori: m•ltclinJ system b in subsuntial complianct with lllws and repllluoas of 
each swc n:lalina ID dirccl ullinJ aaivulcs. lbcft is DO IIWd'all« that lcaulatlon and rqulmions adopted m 
p.vticuw jurisdialoas ill the ~will not advcncly alftct thr Company's opcntions. 
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Quancrty st.AIU of Opefttlou 

Tbc fallcrlriq cable iDdlada -u.d ~ r-m.~ elm for cadi of lbe four qaancn of 1996 and 

1997. This~ iDfclnDaloo is~ bu been PftPII"CC oa 1bc - basis as lbc aamual fiiiiZICUI 

m~a~~cms, 8lld. iD lbe opiDjoo of lbe Campeny's -• a nflecD all tdj ' II car (CUISisQna ODly of 

nnrmal recmriQs ~) n1 y for a falrpt-oadon oflbc illfonnalioa for die pmoc1s pracru.C 

Opctarbla ravia for CIY qu~Nrarc - -uy iDdicmw or~ for any Min pcnod 
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lltPORT OF IHDEPEND£'" PUBUC ACCOUNT AHTS 

To the St.ockholclm llld a-d of Dlrcaon 

of EXCEL. Communic:uioos. IlK..: 

We bavc mdhcd !he ecccmpa:ny~~~~eonsoliclalcd bellncc lhccts of EXCEL Commwuanoru. Inc (a 

DclawaN coopourlon) llld subsldiancs (lht •Con:Jpan)"') as of December Jl . 1996 and 1997. and the rcl.md 

consoliclaled swanmu of opcraticw. S\Od:holclm' cquily. 1114 cash nows for cadi or the ~btu ~ 1n the 

pmod Cllded Dccanbcr ll. 1997. Tbac CIOGSObcbtcd fm~Detal rw.rmmu art lhc rcspoasibilny of the 

Compan)"s mii:IIICIMtU. Ow responsibility as 10 cxpras an optnlon on lhcsc (mancoal s.::ancnu based on ow 

lWdltS. 

We CCIGduatd ow wdiu in ~ will! pMftlly ac:ccpud aud•uns ~ 'T'hoK JWI4&rds 

reqwrc lhllwe pllllllld pcrfanD lbc llldlt 10 obcaiiiii»CCG&bk wurancc abou1 wbcthcr lhc f1111ncw 

m~anmu 1ft fl"ec of IMICrial mismtemcnL AD audit includes n&llllftlnl. on a 1a1 ba6, ~ lllppOfllDJ 

lbe lmOUIIISIIId discloslns in lbc fiiii:DdaJSQ~cmcms.. An .udit also lndudes 11WS11DIW ~. 

principles IIMd 1114 sianllicant estimates lllldc by llllllllfCmCIIL as well as cvalwwaa !he CMnll f~n~ncial 

St&Lrnltnl pracm:a~ion We w~ lllll out IWdlts provide a rc:asoaablc beals for our opinion 

IJ1 our opmion. lbc r-w szmmcm:s rdand 10 abovor pract falrl). a. aJt mau:rial mpcas, lhc 

(lll&llc&al position of lhc Company as of December J I, 1996 and 1997. a.nd the ruulu of ns optmiOftS a.nd m 

cash nows for cadi of the dutt yan in !he pmod ended Du:cmw. J I. 1997 1n eonfonnny With am mil~ 

~ ~. printlplu. 

As c:xplaizlcd inN~ 110 lbe coruolldawl (mandai sw.emmu. cffccdvc Ja.nu.ar)' I. 1997.lllt ComJW~y 

cha.nacd lu mclhod of a.xou.nun, for subscriber acquiSitJOO cvsu.. 

Dl llu , Texas 
JIJUW) 26, 199S 

: 

ARTHUR ANDERSEN UP 
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EXCEL COMM'UNICA TJONS. INC. AND SUBSIDlAIU'£5 

c.n..sa.-.: 

CONSOIJDA TED BAl.ANCE SHE£ 1 S 
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EXCI.L COMM\IKICAnONS. INC. A.ND SUISIDWW:S 

CONSOUDA TED STATEMENTS Of OPERA nONS 
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EXCEL COMMt.INlCA T10NS.lNC AHD st.'ilSIDlAJUES 

CONSOLIDATED STATEMENT'S OF STOCJCJfOLDillS' EQun'Y 
(la tt.o=e4•, aape JIG'Pa"doa) 
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EX CD. COM1tf\INJCA nONS. INC. AHD SUBSIDlAJUES 
CONSOUDA TU> STA nM£NTS OF CASH FLOWS 
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EXCEL COMMVHJCAnONS. INC. AND SUJIS1D1ARJES 

NOTES TO CONSOUDA TED FINANCIAL S"fA TEMEN'TS 

I. Orpllizatioe ud p,_.talioa 

EXCEL CommtmlcGimu, 111c... pwviously New RES, Inc .• was bw:aponiled in lhc llalt of O.I<IW&tt Ill 

May 1997. EXCEL 0mm!lftM'I!IIom, Inc. " die p~m~t c:omp111y ofExctlcom, lllc. ("EJtedcom·J, prrwiOU.II) 

EXCEL ComnnmlcGims, lllc., wbidl was ~ en lhc - of Dc1aw1rr 1n Dc«tnbcr 199~ 

Exulcom's pwtdc-. EXCEL Tclccommw!cariaos, lllc., wu -pea-.! 111 die swt of Tr.w Ill 

Dtccmber 1911. All rcfmnccs 10 die "c-1*)"' ar "EXCEL· rtfll 10 EXCEL Comm111ucadons, loc and 

Include iu subsldilrics llld pr•~ •un. EXCEL Is a prowidcr of a vlricly of cammun""'lons producu and 

urviccs whidllndude mldcnt!allaq dauaa ICI'Vicc, cammada.l Joaa d!sgna: ICf'Wic:c, and p-atn, Mf\'tt« 

The Canpey's pmubscribcd midrnrial acrvica 1ft mabud u.chlllwly dlrouah • ocrwort -ktiiiiJ 

ryrt.m of iDdcpaldmr ~ ("IRsj. EXCEL marlcm mkkn•Y.I dial lmmd proclucu IIIII Nr'IIW 

lhrouJh Dial • Saw-', Loa& DCmc:c Wbolcsak CJu~ llld T dc:o Cbolc:c- propvns and mtlitU llt 

commercial producu llld Nr'lica lb:ouab IRs and ~ 311 dirtcl Ala pcnoMtl, II? ~>~In 

~ pcnormcl. 27.S .aivc dcalc:n llld 19 ~elaalcs ~ The ecup.ny QXftpllla JUtnmbcr cal • 10 

all dltUlly dlalablc locadoas worldwide. 

On Ocrober 14, 1997, EXCEL Communlc:adoo.s, IDe., IUa:ccdcd 10 die busma.sa ut Excclcon and ltlco 

CommUDicatiolls Group, lllc. ("Tdcoj, . fxllitia-butd prowldcr or ltlccornmlllllc:alloiiS NJ"'ootl, punii&IIIIO 

the Apu:ma n and Plrlll orMC1Jcr .s.d u or J1IDC S, 1997 (die •MaJG"). The MC7Jff Cl't&ln die AM larJUI 

I<Xl& dimntt company in lilt UMcd Sales based oa die oumbcr of pn:subscrlbed linea. whh pro lonnA 

coo.soliclucd amualiad rncua of~ s:2 bUlion. II biWon .-ai!Dd lonJ dllmncc m1nu1n or 

UUJC, 6.0 miiUCXl Cliii.ClmCD. &Dd lppi'OXiiM!cl)' 100,000 nawort mile:$ of OS.) ClpACil)'. The IUUIU Of 

opcn~tions for die year ended December 31, 1997 IDcllldc Telco's fmanclal rm~lu aftu October 14, 1997, lhc 

dTccuvc elm of lhc MC1Jct. (Sec Nocc 3- •EXCEL and Telco MU)a".) 

The Company lu.su nrumwion lma &'OlD a Vlll1ft)' of (acil~bucd and ruak ICNIJ diJWI« otT om 

The Company's eoai7&CI.S whh lhcu cnmiel ryplcally haw u:mu rmain& rrom 12 10 60 monllu Thl Comp&n~ 

supplemcnu lu leased ·on·octWort" capacity wilh "oft'-nct" KTVices from 1 variety of ruak 111d recllhocl· 

bucd lon& distance canicn. Ito lddiboo. lhc Compeny docs DOl bawc Ill)' on-nnwort 111ICITIMlonl l nrtWOri. 

amna=cms and ~ly raclls die IIC1Wort capacny or olhcr resale and f.eclln.u-bucd loft& dl~« 

camm ro illtcml1lcaal daDolriocu. 

The Compeny c:umn1ly has qmmmu wilb Fronlkr Commlllllcclotu $«rv1Cei, Inc. (''fronlitt"). IXC 

Lona Disalllct, Inc. iiXC l..OD& Dislan«j. MCI Tclccommwuc:alocu C#p i MCTj, and WorldCom, Inc 

\ WorldCanj 10 provide rwndUnJ savac:c:s and oawort II'Msmw- or ns 1aq c1uw1cc siiOICrlbnt' rnrroc 

The &Jl"""IICOU wllh DCC Lon& Dislan«, MCI. and War~ udl conlolln m1111mum ...._, commumcnll. 

while die •a:ru:mcor wilb fronucr provida dw Frarucr IS ID be die exclusive camcr for c.nun caliUI& can! 

calls and pcnonal 100 savi«. The Company b CU1!1'111IIy mtftmJ all mlnmum eommllmcnu undcf lh«.t 

COnD"&CU. 

MukCimJ Kr'lllca I"C'<<'cniiCS are pnmarily compnscd of "'cciJIU (ot IIIII.Cn&ls and MI"'ICIJ mlllCft4 by 

EXCEl ID I1U and ara coon1Jnaton r ACs") EJtccp1 111 cctWII -•· 1~ are rwqultwd 1.0 mue an initial 

refundable applicalJon ckpolil w11b EXCt..L u .n cxpu1lCXl of ·commrlmC'nl Then b DO lddlllontl COil to 

patt~Cq)ai.L I1U have ao opuon ID purcbuc a ~-up ~· .ot.Jd! lftCiuda 1 tntniiiJ dau tnd lr'Uiill' 

m&ICNlJ. blwnc:u forms, jiC'OmOIIOI\II and prncnlalloo maltn&b, OCIJOIIII ICCIUIICIII and ldmlll11tni1W IUppon 

U1VIcts. and monlhly ftpON. If die ~-Ill> pedtaac IS purdl.ucd, die appl lallon dcpOIII requnmcnt u 

JO 
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EXCEL COMMUHJCA 110NS.INC. AHD stiBSIDIAJUES 

NOTES TO COHSOLIDA TED FINANCIAL sr A TEMEm'S-(C:O.tlllu<d) 

waived. Ill eddirion EXCEL otrm lrlizuQa podrion• whadly A Ca.. cmifled by !be Compa:ny, pn~vwlc ll'UilllJ 

b)DCW IJll.. 

Sellin&. a-aJ Uld adminiandw cxpaiSCS OOIUis1 of ~ com Uld !he cosu of provldlfl& 

tclactvlca IIIII ~ 1UJ1S10ft .-lea for mbscribcn. billlq IIIII colleaiq loq dlJUncc and pt~U~& rcvcftua, 

.and lbt coas of diC lllfOI'IDIIioa ~ Uld ~~ reqwred 10 AlpPOI1 lht Compa:ny'a opcnuons 

Marlatm& COliS iDcNclc .....,mlfSions paid 10 IRs IIIII u.la rcpaclll8liYa. lht coas of pn~vldln' ~nmmc. 

bwu>csa fonD&. ~-11 IIIII ~ ma:mals. ......,;...., IIIII ~ AlpPOI1 ~. an4 

mocu!Jly rcporu 10 IJla, sallrics lllll<mmJin!cm paid 10 CSl> ala 1 cp '-· llld dna mail lldwnis~nc 

cxpcDJCS. c-lss!cm pUd 10 IRs G"CIIIIMd apoo lbt KqUlsiDoD of -loo& d~ Uld P'&"'l w.bJaibcn 

\subscriber ec:qnkjr!m coasj IIIII laa& disaDce •lcpbaoc Uld pl&iQa UUJt by IUblcribcn. ll!c Compa~~y 

also PlY' awmnin!cm for !be lnliDID& of IRs IIIII ccnaiD AC$. Elrcalw Jauary I, 1997, lbt Compa:ny 

dw!Jtd Ill llldllod of~ for lllblaibcr ecqrdsjr!m com. l'rrtlouiJy. diC Compa:ny bad ddcmd lht 

poniccu of caDmlssions paid 10 IRs IIIII diftcdy rdllc 10 lbt ecqv.kldaa of lea& dumnoc Uld pa&!n& 

subsa'ibcft. BqizmiDa January I, 1997, diC CompDy bcpn tully apclllbJ& 111blcribct ecquiJition cosu 111 lhc 

pmod iDcumd bJ onlcr b) pcaall Ill opmliQa ruuJis in I III8DDI:f IDOft COCUISWII whl\ olhct 

!clecommllllicadonS cwepein _,.ma ..tUc:illu rauJII .-c IIO'W ~ Tht Coll!pa:ny I"CCtlpizal I 011<• 

umc c.1wJc of $65.2 mDiloo. nc1 of iDcaDc axa. (S0 .56 per share) in lite fim q~.~~r~CT of 1997 10 rctlca lht 

chanJc in accounnna principle. On a P"' focma bais, lite Compa:n)l'1 DCt inCCIInc would ba~ been S 121.1 

million (SI. I4 per abarc) and Sl2..& ml11ioa (S0.13 per Jilin) for the yean ended o-tnbcr 31. 1996 and 1995, 

rcsp«tiwly, lftbls l cx&mrinJ chm,cc bad becu iWwedvely ~pplicc1. 

Cosu inalmd ID cocwc:Daa wldt dina mail lldwnisina and m.ukCUDJ cornmcrc111 lona dW&Mc 

productS arc rccopiud u CXpc!IK in the period iD which !hey arc izlaurcd. 

l . Summary or S~olllatat Accoaatla& Polldts 

The Compa:ny coasidm all hiJhly liquid iDvaunmts W11ll oncuul ma11111ties of lluft montlu or leu to be 

cub cqulvalcms. 

Accounu recEivable arc oct of allowaDc:e for doubtful ~OWIU and antic1palcd revenue lld)WIDicnu of 

approxunauly S9.0 mUJlon and S23.1 miUlon u ofOccanba jl, 1996 and 1997, rapccllvcly The Compa:ny 

CSiabJisba 1111 ailowmoc (Of doulllflll W'tO'IDI'S Uld ~d l'f"<IC:OU< lidJUSimCDU based upon !acton 

AIIT'OUIIdal& lbt cndJI Nit or specific lllbaoibcn.. hkiOnc:al J:ncodJ.. IIIII ~ inf--. Dlnta 1997. 11w 

ComJ*Iy -dcd t.d debe c:xpc:IIK of iippi!i:icilumly 3% of <G1li1WIUCilian IC!'YIOCS rcwnua bucd oct 

cumm traiCb llllllllfOI'IIUdoa. 

llcvawc u 1-..rdcd wbat ICrYICt is n:nda ed. whteb " mcasuml wbat a loll& d!SWICC ull IS c:omplc1cd 

and "•ecacled na of anal~ for cmain revenues w!Jich lhc Company csunwa will ulumatcly be 

refunded, rcbued. UDCOilealbx or ll!lblllab.lc. 

The Compan)l's subscribcn G'C pnmarily residcnualaubscribcn 8lld arc noc concaumcd on .,Y ~p«iflc 

&<OJnphlc rcalon oflhc United SWa. The Compa:ny hu q:rttmcnu Wtlh local cnhiiiiC c:amm rue,·). 
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EXCEL COMMUNI CAnONS. ~C. AND SUJISIDJARJES 

NOTES TO CONSOLIDATED FINAI'ICIAL ST A nMEHTS--{CcetiaiNid) 

which provide bUI.iaa 8lld coUeaioa lln'icu 10 die 11111jailyofdle Ctmpm}"s IUblaibcn. Ju ofOeccmbu ll . 

1996 ond 1997, ~ly 92% 8lld 70% lespecb•cly, of the Ccmpe}"a ac.counu receivable wen d11t 

from LEu. 

i11YCDIOI)' coasilu primarily or Jlllcn beld fer raa1c ad uJcs aich. w1uc11 mduclt marltc1JQ& awm.ab 

and promocloaal baDJ IIDd is valued c the lower of- (claamlDcd oo a &'II·ID. finl..oul bais) er nw1tct. 

l'ropmylllfll ~ 

Pi 09CI1)' 8Dd cquipmmr. lllcludia& i1aiiJ f-=llbrouab cap!lallaaes, aR ~ al CMt mJ depruaaud 

usiD& !he maJPt·liDc mabod ovcrlbc "*"""" utdul U"CS oflbc-. u follows: 

Aw1 Qgdftqdpt 

Bulldinp ------­
fum ian ad cqW;pman _ 
lnlormaloo ~ aoftwwc_ 
lnlormaloo ~ blnlwvt... 
NCIWOdt cq•ipmcm 
' nsstro&d Dpoo na 

Eatlaa...S 
tlafll yrs 
lOya:n 
3-.5 yean 
Syean 
Syean 
S.Hyean 
Life of !caM 

Tht Company lw n:cordcd loodwlll and c:cnain IOcndflabl: 111W>Jibln U1 COMtCUon Willi tile MCTJ<f 

Thcs< uscu '" amortized cwtr pcnoda f'alllina from s 10 40 yean Th• CCI'QI*!Y ,..,.ews looa·hvcd uuu. 

ecnam idaiti1i.ablc immpla, ad J00C1wU1 pcnaiDiDa 10 lbalc aueu Cot IIIIJI&lrmml wbaK-vct rvcnu ot 

c:b1.nJts in dmm!U!WS iDdicau lila die c:aiT)'izl& IIIIOUDt of an USCIIM)' DOl be IUOwcrablt. In pcrfomuna 

tilt ,..,jew for IUOV'Cnbilily, die CGmpey ntimaa die funn cash flows apca.td 10 n::sull from die ..,.. of 

tile USCI and b cwnoaal cllsposltion. If die IlliZI of the apca.td cub flows IS leu Ibm the CIIT)'IIII IDIOWII of 

tilt usct. an lmpairmcm loss is m:opized. No impairmm1 lou lw been rccordcd In 199.5, 1996 or 1997. 

1M Compei')' _..._ fer incaM cax.a in IICCGf'CiaDc< wn!l SFAS No. 109, "A=-"'1 /f>' 1*­

Taza" wbldJ roqulra lbll cldaTed iacom• IIIX""""" be provided baed upoa at"""ed tuDan: WI d fcas of 

diffcn:nccs bcfwew tbt Q1T)'iDJ- of- ad t.biW.S for fmw:i&l rrponiDa purJIOJCS ad lbc 

amOUDU llled for lncaDc WI JUlXl&CI cabllllcd baaed upoa provasiolu of CII.ICUd tax laws. 

The prcpu'Uloo or ClllaSOlld.al.d flunclaJ mi"'>CDDI Ill confomtil)' wn!l acnuaJiy 'N'CJ"td -una 
principles r'IICplira en CaMDt ro rut.c cpjmeta t lMS •m pttm' C. &ftKS dM rcpancd , ..,.mu ol aucu 
and ll&biliria and diKio..,., or c:cJIUIIftll - aDd lieblliucs a 1M dMe of lbc _,...llcl.v.td linaiKaol 

sWcmmu and die reponed WDOUDIS of N11ni>CS ....S CXf'C"- dunn& 1hc rcportln& pcnod. AcluaJ n:sWu could 
difTtr from llla.c calnwa. 
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txa:L COMMliNlCA nONS. INC. AHD stiBS1DlARIES 

NOTES TO CONSOLIDATED FIN.~ClAL ST A TEMINT'S-(Contiauect) 

The <=-pay. u pmnitud by the Swanmt ofFNntlal AccounlliiJ SWidanls No. 123. "Act:t>IINI'lf/0' 

Stocl·&lull Cfllllpmllll/011" \SfAS No. 121n. has cbotc:D 10 continue 10 ac:cown for 11ock baled 

compmmlon UJiD& 1bc lznnnsic value mC'Ihod pracribed in Ac:cout~tilla Prillc:IJ)Ia Board Opm1on No. ~S. 

"Act:Dtllflllfl/0' Stoc:J. /uwd 10 E.Mplayft3 " Ac:cordqly, CCIIIIpmWioll COli ror aod; Of)CIOIIS U mtuUred U 

lht cxa:a.. If.,. or the quowl IIWUt pncc or the c-J*!y'IIIOQ( al lht dale or IJ'IIII over the amount Ill 

cmployu mllll pay to acqulrr 1bc aock.. The Conlpay bu ~ the dudotan rrqwrm~c:nu of SFAS No 

1,. ~. 

3. EXCEL ud Ttko MnJtr 

On Oclobc1 14, 1997. New RES. lAc .. 1 Dc:llwm corpont1on and ntwl)' fonncd holdlnJ camp~~~) . no" 
EXCEl Coaunwdcatlons, I~ ("HoJd.inas"), wcc:ec.clcd 10 the INilncsJa or Eac:llc:om, previOIISly EXCEL 
Commun~ lnt...llld Ttlco, as a raull or mc:racn of wbolly-owllcd subsldJ.Iric:s with and imo E.xc:ckom 
and Telco, punumt 1o the A~ alld Pill! of Mft'Jff dmd a of J\mt $, 1997. At lht cloJUII of thr 

MCTJC1 on Oaobcr 14, 1997: ( I) ExccJccwDIDd Telco bcamc wtloU,.-d subdd.ll:nCS of Holdmp. {h) ucb 

C>UUW~dlnl lblrc or E.uzlc:ocn - IIOdt _,vm.rd imo me f1l)a 10 retti\'C one lbarr of c-SIOd of 
Holdillp; (Ill) cadi ouaandma m... or Telco common .-:It convaud lmo dJc npt iO rccr•vc 0.7S9S slun• 

or common IIOdt of Holdmp and SIS.OO m cash. (1v) tu:ept for c:awn opt-s.. cadi eben oomzandii\C and 

unacrcaud option 10 acqwre oac lbarr of Telco common aoa was usumcd by Holdmp an:! conYCI\td m1o 

•n option 10 acquirr I.S 190 sbarcs of Holdlllas CIOIMion llOCk. and !tic omuc pn« per ~barr wllh mpcct 10 
cadi sucll wwncd OJI(ioo was adjuslcd to equal th• cxcrcuc pnc:c under the onawl OJMIOn d1vldcd by I.S 190. 
(v) each then OUUWidiDJ and W>t:U1dscd opuon to acquirr one &bart or Eac:llcom common IIOd "u 
UJUmcd by Holdlnp and convmcd inlo an opuon 10 acquirr one &bart or Holdinas =on llOdc. and the 

cxcreise price per slun was WJC!wlrcd; (vi) the lll.ll'le of EXCEl CommwiQiaotu. Inc: was c:hanacd 10 

E.xc:clc:om. Inc.: and (vii) dJc n1me of Holdillp - c:banacd 10 EXCEl Coauznmk:al~. Inc ~ 
for lht MCIJCI' c:cmuud o r S666.l million 111 cash ( mclud.ta& S 164.S mlll10n or T cleo ddll UJUmCd lind p&>d by 
EXCEl) lind 2$.376.506 sbarcs of - ACCt. s 001 pe.r value. of the Compeny c·compeny Common 
Stod:"'). 

On October 14. 1997. HoJd.inas made an 111kaal bonow1111 of approx.una~ely SSA-4 milhon un4cr 1bc Nc­
Credn fadlny 10 fund tiM c:asll purdl.ut price ocr lht MUJCr cad reWed cow and CXJICTU"S and 10 rr(mancc 

uistinaln<ltbl4dnc:u of Telco. The iDidal UBOR spnad md Pnmc spnad wert 1.0% and 0%, mpccuvc l> 
(Sec Nou S • "L.ona-Tcnn lkbt cad Capital t.as.r Obhplons".) 

The mtrJCr or Telco 11\10 HoldJnplw bem ac:cOUIIICd !ot Wlllcr lht ·purc~~ue· mc:lhod of auountm'­

wllh EXCEl as the acqutm 111 ao:conllnc:c w1lh rcncraJiy acc:cpiCd ac:counlmJ prmc:1pla, and lilt mnJ~ of 

EXC£lii'IIO Holdlft&llw btm -.w for u 1 ~ The ruulu oi opalll_, for lht year m<kd 

lkecmbcr 31. 19971nckadr T~lco's feeecul rcadu ahor Oc:lct1G 14, 1997. the dfCC11n date of ll>e MCIJU In 

ccomcct1011 wllh 1bc pun:h.uc -IUJI. EXCEl r.-clcd-- bclwn IAabllmcs rellwl 10 c:osa rcqu&n:d 10 

txh act~vil.a or Telco lnd piymaD 10 be madoc uodcr • -- plan Thac Included CAll cow of U 6.1 

mill1011 and MVITMCC peymtnU or S'l.l mlll1011 M-~Cft~C'IIt It evtrmtly lfttiJITilllft l the IWO Orpt!IDIIOIIJ and 

ll 
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EXCEL COMMVNlCAnONS. INC. AHD SUJS!DIAJUES 

NOTIS TO COHSOLIJ)ATID FJNAHCALSTA~C..daMd) 

The llltTpl' wilh Telco mulled In tbe RCOJDil•oo or 1oodwW of$906.6 mllUcr1 which u be me ~mortm4 
nralpn·llnc CMta paiocl of 40 )'m. The followanaiiD&Udilcd rmendallllform.ioa iijWC.UIIIbt CGIIsJ*!)"' 
I'C$IIIu or opc:nDom on • Jli'O forma bais as If lbt Mqcr blld occ:umd on Janl.lll)' I, 1996 (dollan "' 
lhowands. cuqtl per share elm): 

Tacal rcwmaa--·---------

Net iDc:Gmc bcfOI'C cumullllw effect or c:11aac ill 
.; "'"I pnnciplt (!) ...................... - ... - . 

Net lncamc per &bare bcfcn cumulative cll'ca or 
cbqe iD -=a priDdplc (11----

Net income pcr ~ (I) ·--·-

-­v-~--ll. 
iiii Uii 

s 11aguoo s1 1f9P:IO 

s 120,691 s t,,67 

S 'AA.ffl S 2US) 

•'--o .. ,w. "s _..low·6?f* 

c,S -...ll90190i11 "l -..lOiilll.l~l 

C I) E.ulucla _,.. ccwrm, ctwps of S64.6 ...Wion ., 1997 Sec N- 4 101M c-w-s f llloiDC&OJ 

SCitClliCia 

Thcac Jli'O f-. IIDOIIIIIS rcpaan tbc b.laGrical opcratir:la resulu of EXCEl. ed Tclc.o com~ with 
approprialc adj- which 1lvc cft'CCIIO incrcmmlal 1oodwUI amontwloo ond In-Upc:DSC maamd in 
connection wilh tbc Mqcr. Tbac Jli'O forma - do llGC 11vc ctrca 10 any pown11e1 COli savinp or 
1yncra•n !hat could rault from tbo MCfJU. Thc Jli'O forma clala an: llGC lntalded 10 be lndlclrlvc or IICII.l&l 
mull> had !he Mqcr oc:auml oo January I, 1996a« do tbcy llldlcau results wblc:b auy be acillewcd 111 lbt 
fvtllrc. 

In conjuoCbon wltb tbc McrJCf Clll ~ 14, 1997, - cub paid wu as follows (dollln., tN-nmc!s)-

~acqllftd 
u.bi1llla _gncd_, __ _ 
Commaa IIOCk ~uwc~ ____ -

Call paid----
'--cub ecquiNd--·----Na cub paid_ ___ _ 

11.332.102 
C36S,4()j) 
f16SJI$ ) 
SOI,IQ 
ru,616> 

S 4?Vf6 
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£XCEL COMMUNJCA TlONS. INC. AHD SUJISIDIARIES 

NOTES TO CONSOI.mA TED FlNANClAL ST A n:MEHTS--{Coelillutd) 

4. Noo-ReanTt.l O.rra 

Durilll die founb qumur of 1997, ~ u a raW! of die MGJU. die Company ltUIWed plalu 10 

rcorpni: Cld I"CSSI'\\CDft iD mm'J""'"'' Cld opcnUoaal orpm•lm ...:! r.dhucs 10 cllmmc duplac.c 

ftdlrucs, abmdon ccnain projcca Cld ~a~•kir:s. ell to raltc ~ ldww I'IJ'C of die ~oa availal>lc to ttl< 

combmcd ct1tilic:$. ~.die c-P""Y c:Urp110 opcnlioas die mvn•'rc! COIU of 111ch .-pnazauoa 

and JUII'UCIUriDa aalvUia in additloa to ccnain lepl cxpm~C~, ¥Codor dlspula, Cld ocllcr chatJa. Thac casu 

amount to UU mllllcm ad- ioclpdec! Ia ~ c11araa In die c"CCp''!Y'J Coasolld.ascd Stat.,c:at of 

Opc:ratioas. 

The followma table rc:flcas tbc C0i11pt xm:s of die JlpiJjamt IIana mcJudld in -.r«wnaJ cbatJcs for 

the year ended Occcmbcr 31. 1997 (amOUIIU in thoo"'ods): 

Rrdaaaioo iD ~ ftluc of Clftlla - -·--· 

Com 10 ail unfavonblc CCIID1ICIJ --·-- -----· 

l.cpl c:xptiiJCS. va4or d.IJputa and Olbcr dwJts--
Noo-ruurriiiJ cbltrps._ .. _,_, .. ,_ ... _,.,_ .. ,, .. 

S. Loot-T U1D Debt u4 Capital Laic Obl.lptloeJ 

s 47,671 
5.$59 

II .tOO 

i.-~ 

l..oaJ·ICmlclcbuocl apillLIIcuc C>bhpri«.., ......,nud oftbc followma at !)rccmbct 31. 1996 and 1997 (Ill 

thouloll>4s): 

'"' ,,.; 
Capaallcuc obhprion• ---·-- s 339 s 2.961 

llevolvtnJ cncln facility . .................... . 475.000 

Less atrTall ~-·----- C2l9) (676) 

I 100 k1ZHP 

0.. Oaobct I 0, 1997, Holdiop CDtaed U\1.0 1 n- c:rtdll ftellny {or bon"O"GIJi up 10 S I bilboa (Ill< 

- Nrw Crtdll FICJIII)'"). Bot •-maa UDder tbc New Crtdn FIICihly - aV&IIIbk for porn~ corpcnt.t purposes 

ltldud.mJ acqulsmoas lnd 1r1 JUb;ta to vanou:s fiDIIDCial C:OVIIW\IS The lnurat me oa lbc New Crtcltt 

Fldlll)' is bucd on HoldiiiJi' prevallin& clcbt rllio and ranp CCI • Eurodollar (UBOR) optiOCI ~a spud 

of 0.625% to 1.75%. and CCI a Bur (Prime) 1t.au opclon fnxn a spud or 0% 10 0.50% TOI&I bcrrowiiiJ 

avail.abilil)' UDder die New Crcdll Fadlil)' rcduca 10 SIOO mmlon CCI Sqxmlbct 30.2000. and to S500 mUioon 

on Scpu:mbcr 30, 200 I. ad tbc New Cndit Fadlny crplrrs on Scpcanbcr 30. 2002. 

On Ocrobc:r 14, 1997, Hllldmp mldc m ioitlal bon"ow!DJ of appro;umat.cty S~ m iiiiOCI under tbc w ... 
Credit Facilil)' 10 fund the cash purdwc pn« of lllc MCfJct and Rlattd COJU and ClCpCIUC\ and 10 Rfii\IMc 

uuuna tndcbl!tdnas ofT cleo. The lnhlal LlBOR spread and Prune sprud WCR 1.0% and 0%. rapraowl)' 

lS 
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EX CD. COMMUNJCA noNS, INC. AND SUBSIDI.AJUES 

NO'JTS TO CONSOlJDA. TED FJNA.NClAL ST A TEMENTS-{C..ti81Hd) 

Propcny and cqulpmanccaiiJII!Id of the followina ll December 31 , 199hnd 1997 (In tboulandJ) 

7. IJ>cocnr Tasa 

LIDd ---~--·~··--···~·-·····-·····---· 
Blllldillp ~~---··------~···-··-····· 
F~~n~lun and equlpncat----····················· ....... 
Wormcioa lysiCII1S IOI'Iwln ...... - ....... _ .. _ .. ~--· 

lafi'W'1!!•ion systcJD.S hadtv'l:rl ---·----··-···,····· 
t er·cbold b::ttp;oYCD:lCDtl - .......................... . 
JohTwori: ~CDI -·--··-·~-.......... - ... .. 
Nawori: rarllitics UDCicr deYCiopmall -·-·-·---.. . 

Tocal.................... _ ......................... . 
I eu Acatmlllmd depra:illjon and IIIDOiliDlloo .. 
Net propa1y and cqllipmmt. ......... _,_, __ , ....... . 

_ .... , .. 
•"' s 5,067 
16.$06 
21.074 
17.SU 
15,410 
2.171 

15.$13 
(1.§7!l 

S ZU!2 

., 
s $,067 

11,46S 
42,711 
11,1m 
19.115 
1,491 

115.423 
2512> 

317.214 
m.)67J 

S2fLf4' 

The compcmm!S of !be proviJi011 (Of iDcome UX.U are II fo!IOWJ (or lbc )'.V1 Clldcd Dcamba l l , 199S. 
1996and 199'7 ("m lbousancls): 

Ynn~-lloTJl. 

•m ·- ., 
Current inCOJno wr cxpcnsc: 

Fec!enl..-............ ___ ...... . s 13.322 s $6,731 s 54.106 
State ...................... - ........... - ... .. 114 l.~l Ull 

s J~ ,l }' S 6QJS2 s 60,724 
Deftn'td income taX cxpauc: 

Fedcni ...... --.. -· .. ·--·-·-.. - s 12.110 s 23.650 s (4.606) 
Stau ....... ____ .. - ......... ~2 I ,<~I§ !"~Zl 

s 12,759 s 25.136 S tS.06l) 

ProvWon ror illcome W<u ........... .. i iillll~ I U."ll 1 2a.~1 

36 
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EXCEL COMMUNlCA nONS. INC. AND SUJISJDJ.AIUl:S 

Tc.opcnry dlftUUICCS willdl Jlw,. 10 doc an ddcmd- 11r.< (l..t>Uily) &WI &I Dcamba 3 1, 

1996 1Dd 1997 1ft as followl (iD 'bot-ct.): __ ,., 
Odcmd iDcaDc IIIli uaa: 

A'X'OUDb roccllflblc_. ______ _ to_,. __ _ 
Oc:!cmd maz~~~~GDG~• acrtiCCS f-.. "------
Acavcd liabilities--·-·-----
~------------------

Oc!cmd inalmt IIIli llabllkla: 

Ac;co&mD rec:civablt .. - .. -·-·---·----.. ··--
[)cp .• ,;, --··-··-··· ·--·-·· .. ·-·--
Ddcmd subscribcr acquhiuoa cosa ..... - .... ·-·--
Oiber - .. - ............... _ ....... _____ .................. - •• - ... 

S l.HI 

624 
2.112 

s 
20S 

S..l l4 
~.9-CI 
2.69S 

53,162 

(2.729) 
(2.249) 

110.372) 
(IUSO) 
37,112 

().1 .121) 
Ne1 clcfatcd IIIli (IJabWiy) ISICI ·---·--
1 as Ne1 CIIITCIIl ddcmd inalmt IIIli IWCI.-­

NCIIoaa·tcrm 6tftncd iDc:cmc IIIli (liabilily) usct --

(4,19)) 
(ll.l~) 

(1.147) 
(<W. Ia.:; 
(42,00l) 

(1.197) 

S !Uf99l S Mf4 

Tbt rccopiticiD of doc ddc:md aa autt rdatld 10 dekmd fti.III&IGI'Cft ""''" < ta rtnccu lb< 
cumulauYO: dfca of a c:1umat m eccpmuna melbod for U>COmC w: purpose for ~cmmi SCTV>Ct fru Th< 
cumulauve e!fta of !be cll.aap 6-cm die aub mc111od10 me 111.X1Ual mt'lbod IS bema lakcn uno ~~ ovrr Silo 

~ t.camoma iD 1996 for =-• u re111111 purJICIIiO. 

Tbc provbloo foe iDc:omc IIlla wu dllfaall IIlLO 11M 111101.1111 COCIIJKIICd usma lilt ltlllliOr)' lnCOfll< w. 
rate for lb< rcascas K t forlll in lhc followma Wile (Ill lhouunds): 

Van~Mo<!-M<ll • 

...l!ZL :u:s:::: :::Ji!L 
Tax computed 111 11111>110<)' rat< ........ $24,969 180,470 S30.25S 
Sam II\COIIIe tun and other ... - .... _loW _1.2lJ ~ 

Provis10t1 for izlcoinc: 11XC --- aJU Sf Mil m 661 

:;7 



EXCEL COMMUNICA nONS. INC. AND SUBSIDIAJUES 

NO'nS TO CONSOUDA n:D FtNANClAl. ST A TEMEN'l'S-{CoaU.,.od) 

Tbc Company bas adopted Swlman of FIIIAIIClal Accoum:ma SWWilrds No. 121. "£Dnu"ff pu Short · 
("SFAS No. 121j, dfectiYC December 15. 1997. SFAS No. 121 requires the calc:uJ.uon of bulc canunp pe• 
common Jbart, wbicb Is c.ocnpuud by dlvidln& net loeomc by lllc wttJhtcd •vena• number or sbuH of 
common ~ock oua~mdills duma lllc pmod. and diluted uminp per common allan:. whltlt u computed UJtng 

the wcaJhtcd avcrqt IIUIIIber of abates of COINIIOII 11odt lllld ~on 11ock cquawlalu B&ltt camtnp per 
r.harc arc computed as follows (in tholllai\IU, except per lltarc dala): 

&lie: 
Nn~---------------------------
WeiJhtcd •vaaac sbarts of common stoCk OIIISIUidmJ ·····-.. 
lhl&llocmd cmployu S1ock plan r.bucs -----­
AdjiiSICd wciJhtcd •vena• r.bucs or common JIOd: 

ouuurulin& ·-·-·--·--·---·-····-·--
Basic eamln,s per sbuc .............................. - ............................ . 

s 44,4.46 
99,000 
(2,040) 

Sl44.•n s 22.112 
105~6 113.376 

C}'OI_....::;;;.. 

96.9@ IOU06 !13.J76 
S 0.46 S Lll S OJO 

Diluted c&mtnJS per 11tarc ls based oo the wuJhted avcrqc number or r.bucs or common Stotl 
ouutandlnJ The wcJ,hud 8Wft1C r.bucs CKialm'lrn& include Commclll nod: cqurvalcoiJ wbtdt rcpruc:nt the 
effect, lain& the 17CaSIIJ)' Stod: mtthod. or optlotu p1111tcd under die CGmpan)"s Stock option plan. Diluted 
c&miiiJS per Jbart arc computad as follows (ill thonpnds, a.tq11 per Jbart ~): 

\a"~-lo<TJI . 

Dalutcd 
Net rncome ...................................................... - ........................ $ 

Adjwlmmt or s11ara O<ltSUndmJ. 
Wcaalued avcrqc r.bucs of common l1odt ouwandma ............ . 
Unallocated emploY= IIOd: plan sbarts ------­
AdJIISICd wciJhtcd •Yera~e shares of common JIOCk 

oumandinJ .. -·- ___ ,. ___ ......... 

Shares of common IIOCk lsnublc upon the assumed cxen:asc 

•m 
44,446 s 

99.000 
a .P!Ol 

96,960 

161 or stoCk opdoru ---··--.. -·-.. ·-·-·-.. ·-·-.. -·--·-........... __ __,....._ 
AdjiiSicd shares of common stock and common stock 

'"' . m 

144,427 s 22.712 

105~6 113,.37< 
CS:!Ol 

104,106 113.376 

2:!'1 I 2.171 

97.121 107J47 cqulwlcnu for ccmpuwion - .. --........ - .................... - ... _.......,_.._'""".....,-=- IU~7 
O-!U !,lS i 0,20 Dihncd caminp per lltarc .......................... - ............................. .,s_...,_....,_..,.. •• __ r 

In 199S and 1996, the weiJhtcd awnae lltarcs ouuandlll& CJldude emploY= &tock owncnhip plan shares 
that had not been rclcucd 10 employed a1 the end of die pcnod. 

9. Stockboldc.n ' Equity 

Elfecuvc January I, 1996. !he Company WIKd 99,000,000 sllara of ou common S1odt 10 JIOcklaoldcn at a 
conwnoon nit or 1.000 .....,.., of n.wly W...d <Ommon IIOCL for cadt sbuc or common Pod: prcvaou.sly 
held ThCK DCW silara WU'C wucd punu.&r\1 10 I rcorpliiDllDn. which l'l''hldcd I AmliOt)' mctJCf wb~by 
the Company was fonncd as a holdina company. In addition, SOO.OOO.OOO sbarts were avthonad All common 
Slot!.. and per lltarc amounts 111 the Compan)"J ConsoUdaud Fanancaal Swcmcnu have be-en adJIW<d 
I'CIIOICIIYCiy 10 c ive clfcct 10 the llotk convenlon and the chanac Ill lllthon.ud tJiatu In May 1996, the 

3& 



EXCEL COMMUNl CAnONS. INC. AN1> SUBSIDI.AJU£S 

Ccmpcy IOid 9,100,0001Ua ofbsc:ommcn IIOdt as SI.S.OO per ~han, wbicb mulled Ul 101.&00.000 ~bani 

ocrmmdin& IDd oa proceeds of ~Jy Sl33.9 mlllioa 10 die Compcy after clcduc:lmc die cxpc:IIJCi or 

1M ofl'crq.lll 14 •• • • wldllllc Mapr, 11!4: CIOGIJ*tY-* l$J76.so6 11wc:s or- JIOCt. S.OOI pu 

value. 10 T cleo aocklloldcn. 

Tbc Comp&ny also bu 10,000,000 llwu of prcfmcd lUlCk aulhorizcd. which can be wucd 111 ont or 

men JCrla willl fWd clnlanaiom, rdllivc powcn. pre!~ ~ quallfiCI!ionl. hmlwooru, and 

ruuiaiaw or all IUa of adl JCrics. incll'dma wilbaul u.--. dividcrld ~ prcanpavt n&)lu. 

ccavcnioa rjpa. vcciDa rip, redcmpdoD ad .mltiq 6md provisloas, liquldatioa prcfcrmca.. and the 

number of r.bln:s COIIII..IItiua acb iiUCb JCrics. wilbour lilY 1\mhcr voce or IClloo by 1M IIOClcii!>IOm 

Ill June 1997, dlc Compcly' s a-d ofDita:un IJIPtVvcd a pill! 10 rcpun:hue up 10 10.000.000 &bares or 

liS c~ lUlCk iD dw opm lllldw or 1luoaab pnvaldy Dqociacd - lllb plan ..., tmniNicd 

upcn dlcdiYmcu or !be Mcrpr llld 11!4: v._.,. llOdt ..., mnd. IUpurcllua IDdcf dlls plan IOC&lcd 

2,7S2,tin r.bln:s 11 a COli ofS5.S.71111Woc1.111 Decrmber 1997, lbc Compcy's a-d ofDsrca.on lppi'O\'Cd • 

new pl11110 rcpurdluc up 10 10,000,000 r.bln:s of iu commcn llOdt a1 the open m.vUi or lllnN&h pnvattly 

neaou-d um•aalcos lttpurcbucs I.IDdcr Ibis pill! t«aled 6S,I OO $bam as • cosr of lppnlxi!U%Ciy $970.000 

lhrou&h December 31, 1997. 

10. ComaiiiiHII alld CoatliiJade 

Tbc Ccmpay lcua ccrcaiD otrx. eq\ripmau ADd ol!icc spocc I.IDdcr opuadDalcua T~ apauc for 

lhe yars CDded Dcecmbcr 31, 199S, 1996 IIDd 1997 wauppnxummly S 1.1 m!Uloa, S6.6 mjlhocund S 11.1 

million, mpcalvely. 

Future milumum rans dl.oe iindcr opcratml lures wrrh mnul or remarnma temu J;tU~trlhan 12 months u 

or~ 31 ' 1997 arc as follows (mlbol•nnds) 

1991-·-··· ............. - ........ . 
1999 ...................................... . 

2000---·--····-·-----··-
2001---·-.. ----
2002- .... · .. ---·-·· 
Tbaufu:r ............ ___ , .. 

s 14)62 
12.216 
11.613 
9..Slt 
6.66.S 
6.911 

Oo A~ 30, 1996, ATa:T fllecl 11111 in die Unrlcd Slaw DIAna Court for die OtmlCI of O.lawwe 

apmst dw Compuy, ils rubsldilrry, EXCEL Communlcauons MarkaJna. !DC.. and EXCEl. 

TelecommW!ica•iom, IlK. allcPal pus IIDd cmunucd lnfn.oaemmt of • siQalc paunr wllbour spccifyonc die 

amount of~ Tbc coun pwncd sumnwy Judament in favor of EXCEl. 011 Matdll7, 1\191 Tbc court 

htld thai !be pattnt is invalld bccaiiJc it relascs to unpascrnable subjul mancr undn U.S par.mt laWI Tht 

Judpent is subject 10 appeal 10 lbc U.S. f'edtnl CJrcuu Court or Appeals 

)9 



EXCEL COMMUNlCA n oNS, INC. AND SUBSJDJ.AIUl:S 

NOTES TO COHSOLIDA n:D FJNA.NCJAL ST A TEMDn"S--(CoatiAocd) 

On Fcbnwy I, 1996, tlle 1996 Telccoalmaa!cat!ons Act wu mKIIIId iDID law. This ccmprdlcrut•e fcOcnl 
leaiJt.tlon wDJ aft'ect nay ICCIOr of tile IC~ illduslry. Jnclllcled In !lie new IWIItory provutoru 
IS !lie open ina UJ1 Of locaJidcpboDc m.tc&1s 10 c:ompeddon from faellltlet-bucd and resale catTtm and. lUbJCCI 

10 ~CTWII prwolldirion1 md l&fcpanls fat die SOC$, tile clim!nmlon of rall'tCtiOm on Bell ()pcraun& 
Comp.~~~y raoc-> me~ GTE Opcnzin& ComJUY ("GTOC") mnn« a11o w Jane d~~t~net 
tcl~uniclltioas m.k4 The FCC ~doped Nla 10 JO"GD lllc imroclllcooa of DCW forms of compcu'- 111 

1u Auaust a, 1996 ~ Ordm. aiplfam: apecu or 'lll'hldl. incJndln& p-G'Ii:siotu aovcmln& lbc 
wbolaak pric!nJ of local ICMcc, wen owarwwd by tile U.S. E.iat= Circuli Court of Appeals. Tloc U.S 
Supmnc Court bu ..,..s 10 liar 1pp111s or Ibis da:ltduu.. bul II II DGC c q>e :ted by lilt Compmty 10 mllkr a 
fwl decision UDtil arty 1999. Tllcrrfcn. it b lll'h •'D •Ibis tm. wbahlr this EiPib Clrattt dccisioo will be 

upheld at wtw lmJ*Itlle 1996 Te" e&e~ Act at tile haw .,..._ Orden will haw on II>< 
Company. Ocpcudlt:aa oa tile - llld dmlaa of 80C mel GT0C moy ln1o tile !ona cblwltt mar'o\ct. lbc 
Comp.~~~y may &cc oipffiont eddirion•l ~ l:n 1bc provislocl of !ona dlmnec ..,.,icc\. Howncr, 1bc 
1996 TcJcmmmtmlcuioas Aet opas die local ~~~ IMIItcl 1D ca~~pairvm wlllcll, dcpcndllll on lbc 
tWUrc of AICb opcll!na. tile c-p.ay bdlna may pi'O'Iide opporQ.JDida 10 ~ In lht provu!on of JoQJ 

~rvi=. Tbc Comp111y b C\ln'CIIlly MCic!n& cenlflcltlon ID prov;ck raold local c:xchcac tcNte;:S in wren! 
stlltu As or Dttembt:r 31, 1997, lhc Compa~y Is IUlboriDd to provide raold local adwiJc aavt«s m 31 
li.IIU 

Vanous IOYmii'DCDI&I aamcics ma~ilot dlnct aclllD& IICiiviUcs. Gld the CQmpay lw oc:c:utonally been 

~uCJted 10 supply !nfonzwioo RprdiDa Irs ~~ piiD 10 cr:na.in of AICb qmca Allbou&h II>< 
Comp.~~~y bcllna tballts octWCfk ~ l)'1laD Is In subamdal CDI!JIIImcc wtlll laws Gld ~uw-s of 
each suu reJ.WDa ID dlr<ct ~111111 actMDu. lbc:rc b eo-- dial JcP!Kdon llld "1"~ adopted .., 
puucul&r JllrUdtctions In !lie fururc will oot edvcncly dfcctlhc Ccmpany's opc:ratiocu 

II . £ m ployu Bcadlt Plaa.s 

The Comp.~~~y and its subsldlana otfu its quallfiCd cmployus the oppottunll)' 10 peruc1pau '" om or II) 
defined~ mimzlmt plllls quallfy!na unckr lllc provulOIIS of Sccuon 40 I (k) of the lnurn.al kcvmuc 
Code Cicncnlly ad! Cll!ployft may COII!ribuu on a tax dcfcrrtd bub up to 15% or lllcir JTOSJ salary uno lbc 
plan The CAmpany's comribudon b 10 be dclmnlncd IDIIually by II>< a-d or Dncton. Comp&ny 
contributions 10 Ill• plan for dtc yean ended Ocu:mbcr ll, 1995. 1996, tLDd 1997 wen not ltJIIIOc:ant 

Effectrvc Janu.uy I, 1995. the CoaiJ*!)' IZDCilded lllc 401(1:) plan 10 iM«poruc a:n Employu StoCk 
Owncnhtp Plan iESOP") fat JUbamtially all cmploycc:s or EXCEL. On Nomnbcr I, 1995, !lie ESOP 
borTOwed S6.0 mW!on rrom the Company 10 purcbuc l 1000,000 stwu or common IUidt. Tbc s1wu were held 
m a INJI Gld wvc aile . ., 10 11Dp~· -~~~ Ill• ESOP durin& the am• ealcodv ~ 111 wtuch clcbc 
Rpaymmll wen made. Tloc Compuy ruosnlnd compcnacslon cxpmac relaed 10 lilt ESOP or S5 6 milt­
and S6.3 mUIIon for lbc yan CDdcd Ocu:mbcf 31. 199$ Gld 1996. mpeaiYcly. DuriO& 1995, 1,707.000 lhara 
w..,.. rdc&scd Gld eUc.cacrt! 10 ESOP pltUCJpGIIS Tbc RIIWIUIII 1.293.000 ~ wen allocaud 10 ESOP 
pltltCtpants in 1996. 

The Compmy b.u _._IUidt opdar plllls which pmntllllc is.slanc:c of cllhct -'....C llOdt opuocu or 
non-swwory opcioas 10 ac.lrctcd c:lllplo,.s, clnaon.. and conmlrma 10 die Compmy end II) allilam Tbc 
plan RSm~U 4,400,000 lbaru of canmon 11ock for JIWIL Thctc opuocu YUt ~ • dwc 10 ''" ycat pcnod 

and captn: ten yan rrom tile eWe of JIML Aa or o-tnbcr 31, 1997, J.:no.ooo an- rcma~n available for 
rururc opuon vanu and l.l79.7J I CNtlllnd.tna op~lolu arc vaud or Ga'CIIIblt. 



EXCEL COMMUMCAnONS. INC. AND SUISIDI.AJUES 

NO'J'ES TO CONSOLIDATED ftNAI'IClAL sr A TEMENr" ..-{Cotltla•td) 

As pamlaad by SFAS No. 123. lbc ~ bu cbo1a1 10 CIOIIUII.,. 1.0 account for ll.od. based 

ccmpcna lioo aaiDa lbc lalriiWc value mCihod lftK"\t.d iD APB OpiAion No. 2.S. Acconlm&Jy, no 

compm"'lon CCIII t.s beal f'ICOIDb*l (Of' die c-,_,-•, IIOCk opdon pl.ms. H.d ccmpauauon CCIII for !he 

CGm,-y'aiiOCk ll..s ; eeJan pl.s _, ,....._, IIJillllbe a11cn111ivc ¥"011"11\1 IMVIod butd on 

lbc fair \'IJuc pracribld by Sf AS No. 123, die CC!"'JJ'"Y'& pro forma DCt lnCIIIIIIt f« 1M yat tMo:d Deambcr 

31, 1997 would !law beal S22.1 mm- aDd d.ibad aDd bulc anuqs per &bart would baYC bcal SO.J9 &lid 

$0.20, n:speah'Cly. fot lbc- period. The~ iD dw <Anll*')'' a 1996 md 1995 nc1 IIICCmC md 

caminp per ablft would llew to.D !miplr.c.. 

Tbc fait VI~.IC of cadi opdon .,.at Is enim 1 011 die elm Of .,.at USliiJ die BIKit·SchoiH .-pncln& 

modd. The wcfalued lMnp fair value of lbc opdoallf1IDI.ed UDder Ibis model - S7. 75 per opuon for me 
yar Clldld Decanbcr 31, 1997 butd onlbc Collowllla Ml' ;•Ions: DO apcc~ed dividcNb, rlalc fnc lfttnal 

rau of 6.)9%, c q«lc 1 life o! dx ~ IIIC! !be cq«ud volldllly of2!.96%. 

w.._- .. ......,,. ,.._ ..... , lunMPn<t 
Op !!!: ,..,. 

0.•• ..... DI obct ll. 1994 - NIA 

<lnMid 4.19),07S s 4$ 

Eurdoal NIA 

c..w NIA 

0 I~~~& D I li, J9ts __ d9i.07S s 4$ en..... _____ 
ll%.7)0 S U.l) 

£aadtod ---·--···-.. ··-··· NIA 

c-Jcd --· ·-·-- (IJJ.UOI s S.l l 
~ tlca:mbc> )I , 1996- l.091 .V7S s '19 

CituUid----·----- 1.~070 s 19 97 
an..~ .. WUitllll ...... ···-- 4.911.606 s 9.27 
e.ura.d (1 .235.909) l 4 II 
c:-cu.s --·· j646.290) s 7.72 

Or...., ... D z:s:AUbu l t. I 991 --·- 10,0:7 1p s 10.01 

' The followill& cable II:IIMialtus m!Dmllllon aboul flUid aoc:k opdoru OWtaDc!Anc &lid catraSiblc al 

!Xcembcr 31. 1997: 

C,..O • I o.oo-t.t ......... 
~...- -...- w..-

a:..... - .. _ .. _ ,. ...... .......... 
PrlftJiaoca -.... ....... Uic '""* Lt.._.... Lt ...... l'nn ....... 
S O.M · 4,96 5Jl5.01) 7.1 s 4.19 1,9Jl,44] l l.S7 
S 9.ll·ICI.fl ,..1.916 16 s 9.7) Ul.9U> s 9.32 
s 11.(1). u.oo l.sot.m 9.1 s ll.ll 115.175 S II 7l 
SI7.94.2A.OO l.lA''' 96 s 22 04 7A67 Sl l..ll 

s 0 44-24.00 1a.as~~a. I ) s 1001 U?!,P' s ~ 60 

• I 



EXCEL COMMVNlCA nONS, INC. AND st1BSID1AIUES 

PARTID 

hem 10. Direclon ud heantre Oftlc:cn of lk Rqistra•t 

The informlllioo required by han 10 ~~pFQR ID &Del u iDalrpcnl&d by • du mcx beRm from lht 
Company's PToxy s-tilt for bs 1991 Amllal Meaia& ofSioctboldm (tbt "Proxy SWancnt'"). 

The in!ormlllioo NqUind by lt1111 I I ~ iD Uld b illcoipcnwd by rdm:DCC hcrdn from lh: 
<:omp.ny's PToxy SalanmL 

hem l l. Scc:artty O..cnlalp or Ccnala Badldal Owllen aDd Mau&raal 

The informali<c required by hem 12 appan in md is iDcoJporaud by rdm:ncc hacin from lh• 
Company's PToxy SllummL 

llcm IJ. Ccruln RdaUoDlhlpaud IUiatad TIUIIictlolll 

The informlllioo required by Item 13 ~~pFQR in aad is incorporated by rtfr:rcncc bcrdn from lht 
Company's PToxy Slaumau. 

42 



PARTrv 

(a) The folJowiaa documcmln filld u a pet ofdl.b Aullll R.epon CD Form IO.K· 

(I) Tlla -111 4 fllwrit.l 11•! 1110 of EXCEL md JUpplrmCDIW)' fillwaal mfonnauon l'ilrd 

as PI" of !his rqoon arc incJnded II>"-' D. hem&. of tills Amlual R.cpon oo Form !O.K. 

(2) All f"IUICial $ IICDI Sdltdulu OCbcr diaD m- IJaed below bave been ommcd bccaliJc IIIey 

.. - nqalnd IIIMkr lbe ~ 10 lbc tpplic:ablc ICIXIUIIUII& ftllllai.Hxu oflllc Sc:cuntt« 
llld Exchanp Commiu!m or lbe iDfCIIIIIIIioo 10 be IC'I fonlllbcrdD Is il>rludcd 111 the fllllntlll 

t' r wma or ill lbe noc.albcmo. n. followil>l aM him• I r_..,.;.• c1a1a &bcuJd be JUd iD 

ca~~juDcl!m widllbc ,.._cial --IDcludt.d ID "-' 11. t.m I . of dl.b Amn:.al R.cpon oo 
Form IO.t(; 

The cxlllbi!s filed or ineolpo!IICd by rcfcmx:c u ,.., of lbiJ rcpon ~ aa forth m tbt Indo of 

Sxhlblls 011 pqe £·1 of lhls AnDual R.cpon 1111 Form I O.K. 

(b) Rqlcna CD Form 1-K. 

(I ) Cumni rcpon 011 Form 1-K daud Oclobcr 14, 1997,l'tJIIfdilla lbe CCIIIplwon of the 

acquisition ofT cleo CommunicatiODJ Cirvup, Int. 

(2) CUIT'flll rqoon on Form 1-K dawl Oaobc:r 24 , 1997, rcptdma lhc &a11cmm1 oflh• Wood 

Uti~ 

()) CUITflll rcpon on Fotm 1-K daud o-ntbcr 17. 1997, rcpnllna llle rtSIJIIIIJon ofOoNid 

A. Bu.ms llld Henry G. 1.ukm. Ill from lht tx.n1 of dircaon. 

(e) Exhlbi!s. 

Refer 10 hm~ 14(aX3) above. 



SIGNATlJR£$ 

hrsuatto tiM reqtdn8au of s.t1oe 13 or IS( d ) or tiM S.C.ritle Ex~ Aa or 193oe. tiM 

ntlnnulllw d•Jy allllld IIIII rwporlto be alped oe ta bftalfby 1M •ado:tlllawl u.m. .. to duly 

aullloriad. 

11f Kenny A, Irpvn 
"-71-1 .... 

OMiloJ ; oe.r 
Doll:-71,.,. 

Pai'JUIII to tiM rtqlllnmau of die Sean1tlcs E:adw!Je Act or 193oe, dill rwpon lau beiJl •lpcd 

below by die rollowlac pcnou .. Mud n. ,,. .. b*alJ or tile nt~straet ud Ia tiM tap8dtia 

lad lea ted. 

/il Kmny A . Trpvn 

IJI Jphn J, McHmr 
- J. Jlokl..oiiM 

ltJ Hldtolaa A. Mmiq 

Is/ Str:pbm R. Smith 

IJI RaJd A. Mc.Dpupll 

lsi T. Allp MeAnor 
T.~Nc.vw 

Cllicf Excculfvc otnccr. Chairman or til• a-d, 
and Director 
(l'riDcip.l E.uazliw Oftictr) 

Eucww VIet Pruldan and 
Cblcf FiDmclal Oft'lccr 
(PriDdpaJ FiDmclal Olf"oa:r) 
(from Oacbcr I~. 1997 • pracrll) 

VIet Pruidcn1 and 
Cl»c ( ACCOUIIUII& Olf"OCCT 
(PnnCop81 ACCOWIIIIll Officer) 

f!acanlvc VICit Prtsidcn1 
or M.utctinc·Emcrilus and Dilu:lor 

Oitttlor 



RUORT OF JNDD'EM>EHT rumJC ACCOUNTANTS 

To lbc S......tt.oldcn ad s-'11 of Dlrcaon 
of EXCEL Cclllllll'mlc:srims, IDe.: 

We line aodil8d iD ..,.. 'nm wilb ICJICRIIy • jAC ~ •wlirina mn4.lrds. lhc consoladaud fmancial 

nv""'""" of EXCEL Ccmma~~icallcas. 1Dc. (a J::lcilwln -poollioa) Cld JUbr.idJanc:s (lhc · eompan)"") 

included iD Ibis F~n~ I~K adllrtc blued_. repel'!~ cillld ~ 16, 1991. Our &111111 was made for 

lhc purpmE of '-llta., opilllaD oa 1bc baic c:auolidlllod flalndal PM cau take as • wllok. Sdlcdulc U. 

which b 1bc ~bilily of 1bc Compay"s IJUIIIotiCliiCS b pr-.d for puJJIOSCS or complyilla WM !be 

Securilic:s ad fxclymp Ccmmbdoa's Nics Cld is DOt pat o( lbc buk cansolld.aud fuunclal mtaMnU This 

v!!Cdnlc lw 1*11 llll>;.c.d 10 1M aadiliD& procedura applied In die audJt of die baic COCIJOiidalzd fmancial 

nv...,... ad, iD- opi11ioa. tu1y- ill aJJ -'-1 rapeaa doe r .. encja! c1m required 10 be vs ronh 

tba-c.in in rdiOoa 10 1bc baic QLOiidllicd finmcill I iCliD QbJI .. I wbok. 

Oallu, T CXIII 

Januuy 26, 1991 

5-1 

ARTHUR ANDERSEN llP 



EXCEL COMMVNJCA TJONS, INC. AND SVJISIDIADJTS 

SCHEDULE D-V.U.UA.TJOI'l AND QUALIFYING ACCOUNTS 
(laU.oaaw) 

a.a-e~ ~-.. .., c-... 
ll ..... ., ....... Li; ll • II I fl ) 

Allowlncc for doubdlll-llld ~ 
ldJum I 

D •• 31. 1'"-·-· 1,700 13.171 9,690 
De 31. 1996 , ... , , .. ,. )S,'IU 

D )I . lfV? USI '10.* S6.1D 

(1) Rqw 5 ..... .,.. otf M _.,&kailtk ..t i&»4GIU of Pitt : ty n::a'W'Cid mtOUIItL 

s-l 

Balaaft I C 

£Alief ....... 
3.111 
1.9SI 

23.121 



EDaM 

INDEX TO EXHIJITS 
(ltaa 14(•)) 

tiL p ,..., 
2.1 AI) m eel l'lm of Mcrpt, dazed J.- 5, 1997, by eel -a EXCEl. CommwuratYXU, I.DL, 

New RES.lDc.. T-Sub, 1Dc.. J:,.Sub, lllc. -.!d Telco CcaunuaarioN Group, lllc. The Khcdulcs 10 IlK 
~t eel Plm of Mct)C1' ed tile "'''!kpdion dlcrao ._w been 01111acd. Holdlnp will fllmbh 
~UWJc:r!MftWI)' 10 lhc CGmmlui011111y or tile ICheclllla or llppUldion IIJICI" Rq~~a~ (ilw:orporllcd by 
rn.r-10 Elhibh 2.1 10 lbe CompMy'll ~ Sm• •ICIIt CID Form 5-4, u amCDdecl. F'lk No 
3l.l-lS377) 

3.1 Ccniflcae Cl{ IDcarpcntioll or lilt CamJ-ny (II' pGIIIId haft~ by .cr. • 10 ElhibJI ) . I 10 lbc 

C 1 y's Oulamty R.cpon 011 Form ID-Q far lilt quancr a*d ScpcDbcr 30, 1"7 filed wilb lbc 
Cmpmkdan). 

3.2 Allleatd md Rl::sarld Bylaws or tlw ~ f_..po~idlid by rdcnncc 10 Exhibit 3..2 10 lbc 
Ccznpmy's Quanzrly R.cpon 011 Form ID-Q far lilt quiNf mdcd Scplanbcr l O, 1997 fikd wllh lbc 
c-lssiOII). 

4.1 S1c ea Ccnifiratc for CcallnOD SIOdt oflbc Compey (~by rcfcnncc 10 EJthibit ~. I 10 
lbc ComJ'C')''s Quancrly Rcpon 011 Form 10-Q for t11c quancr mdcd Scplanbcr 30, 1997 filed with 
w c-wicm).. 

10.1 Exc.l-.lDc. 1995 Stock Opclao Plio (:IDcapo~..d by rc(amee 10 £xhlblt 4.4. to Exc:dcom Inc 's 
("'Ex,.lcoa") Rqisuadw Sm _, 011 Form s-a. a mvatc"-d F'ik No. lll·20061) 

10.2 Eutkam. lDc. 1997 DnciDf SIOdt Opdaa 1'1111 (IDCCipGiidlid by rduWCt 10 E.lhlb11 ~.S 10 
Ex,.,lcoa'l Rqimmiuu Strrm'lllt 011 Fc:cm 54, u --=d:d, file No. lll-20061) 

I O.J bnlcoa, lDc. Dirca« Stock 0pooo Ap-ecm.mt wnb RDI!ald A McOoupll (UICOIJ!OfiiUd by 
rcfcralcc 10 Ellh.ibrt ~.610 Exctlcom's Rqls1nnoa Scmmmt on Fcnn S-1, u amended.. File No. 333· 
20061). 

10.• Telco Ccaununicatic:m Group, lllc. Ama:ldcd md R.awcd I~ SIOdt Opdcn Plan (IDCOipco~ by 
tlfa 1 10 Exhlbit I 0.2210 T cleo Comm~mlcauoas Group lDc. • • ('"T cleo") RqUvaiiCtl Saranmt oa 
Form S-1, u _.,Aed Fllc No. lll.OSIS7). 

I O.S EXCEl. Ccaun~mic:atioas, lAc, 1997 Sulek Opdoft Pllll (blc:orponlcd by rdcrrnce to Ellhlbn 4 4 to llw 
~y'sl\.qlJintlioo Slalanmt C1D Fonn S-1, File No. 333-311•9) 

10.6 EXC!L Comanmk•docu, J.nc. 1997 DirciOr SIOdt OpdoD Pllll (incorponled by rcfCI'CIICC 10 Ellhlbn 
~.S 10 tlw Cnmp.y'l ~S-an C1D Form S-1, File No. lll-311~9) 

10.7 EXCEl. T•h micx...,,, lDc. Emrlo)oc ~ PW. Tnm Al)wt cleud Oaobcr I, 
I 995 (lbc '"Tn111 A,.._aaj bclvrwa1 EXCEL Te• ua.ca-., lac. .cl 8.-1< One Tcus. 
N.A. ("11.- One") aT.-of lhc EXCEL Tclecommun~ lDc. Emplo)"ec Owncnlup 
Pllll (iDcotpo~idlid byrd~ 10 E.xllibn IO.J 10 Ex.c:ckom'1 RqJslrman S~atancnt on Form S-1. u 
..,.. • ...., Fllc No. 333-1076) 

10.1 AmalllrMat 10 cht TNA A.,...mcnt clawl J:lioambct l9, 1995 ~ lhe Rt&tm':111. EXC£1. 
TtiM:om!DUIIicxicms, Inc .. and Bank One (IIIC~cd by rdtrftiCC 10 Eall lbh 10 4 10 Ex.c:clcom '• 
~Jlandon Sotcmcnt on Fonn S-1 , u 1mCDdecl. File No. lH-1076). 

E·l 



l:dalbh 
t!,Q, 

10.9 ESOP "-l ~ dllld u of Oczobcr I, 1 ~ by IIICI bc:lam EXCEl.. 

Tc...._mm!ariom, lac.* 8ck 0.. (inc.olpoi-.1 by rcfcrmct 10 Exhibn IO . .S 10 Ex~lcom's 

llcJjslrllloa s-t on Fona S..l, u CDaJdcd. File No. 333·1076). 

10.10 Nco-~ PluDiu«y ""-clad Oczobcr I, I~ payable 10 EXCEl.. Tdcc:ommuniCaUOIU, 

1t1c. by 8lllk O.C in !be oriPuJ prilldpal- ofS6,000.000 (IDc:oipcalll&:d by Rfc:tcii(X 10 Exhibit 

10.6 eo Eltctlcclln's RqimM!oa S• mt on Form S..l , uiiiiiiMMd. Fik No. 333· 1076) 

I 0.11 ESOP PlcdJc Apeman clalad Oc:IObcr I, 199:S by lllld bmoccu EXCEl. Tclec:ornmwucauoru. 

ltlc.IDd 8lllk One (incclpcnud by mcrcac:c to Exhibit 10.7 10 Excclcclln'a Rq- Swanmt on 

Form S.l. • e~~mdod, F'alc No. 33).1076). 

10.12 SIOd; PlardlaM Alltcmcat cilqd u ofOrcloba' I. 199hmana EXCEl.. Tc...._municauoru, 

Inc.. 8lllk ODe. Kcny A. Troua, IDd Tbom.u P. Wlamaa.n (incorponlcd by rclcrmcc 10 Exhibn 10.8 

10 Exellcoal'sl\qlanllon s--1 on Form S.l, uamCIIded, File No. 33).1076). 

I 0.13 Sec:oad A mmdtc! IDd Razlla! Scrvlct ~ ~~ clad u of J&l181)' I, 1996 by and bmoaz 

Swildacd Scmcu ~ U..C. ("SSC") IDd EXCEl.. Tc~w--.s. w 
(IWApca I 1 by rdcrmc:c eo Exlalbil 10.9 10 fxcclcclln'a ~ Smr!"'all 011 Form S.l, u 

amcMcd. File No .. J.i;-1076)11. 

10.14 PurdiUc lllld S&lc AII-I clued II of .laDuary I, 1996 by lllld MIDIII EXCEl.. 

Tc*'-DIUDicaloa&. lDc., !be ~ IXC 1.oaa ~ IDe.. SSC. and IXC CameT, Inc. 

(~by rclc:n:occ 10 Exhlbll 10.10 ID Exelk:cm'a RcaiSII'abl Scalancnt on Form S..l. u 

amended. File No. 33;.1076). 

I 0.1 S Plcdac ApcmCllt clalad Jcouary 1. 1996 bc""ccn DCC Lon& Dbance, Inc. lllld lhr ~~ 

(1ncorpomcd by rderm~ 10 Exhlbll 10.11 10 Ex:clccxn'a Rqmnruon Slattmcnt on ~onn S.l . u 

amcMcd. f"lk No. 33;.1 076) 

10 16 PnxniJ.IOf)' Nou daud Jcouary I, 1996 payable 10 lbc Rqislnnt by IXC Loa& Diswla, Inc 111 

lbc oripw pnnc~p~l am011111 ofS6.l47.$00 (~by Rfcnn« 10 Exhibit 10.12 10 Excclcom's 

Rcaisntloa Swcmau em Fonn S.l, u amended, File No. 333·1076). 

10 17 EXCEl. 1\&MIIcr Sr7Vica AVccmmt d&lcd Fcbnlar)l20, 199S bmoeal Al.lnot Commwucation 

Scrv~CU. ltlc. \Aimcf") lllld EXCEl. Tolo tzi>IQII- s, Inc. (mawpoilll&:d by RfrmKJ< 10 Exhibn 

10.1310 E•cclcx«n's R&puM!oa $1 mt oo Form S.l, u ammOed. File No. 333·1076)N. 

10.18 Amendment No. 110 EXCEL 1\&MIIcr Scrvlc:cs Apcancnt clmd Oc1obcr 31, 199S bnwun 

Al!ziC1 lllld EXCEl. Tc...._mwllo:ulocu, Inc. (~ by Rfcrcncc 10 EJthlbn 10.14 to 

Excclcom's RqislmJoo S1• mt em Fonn S.l, u .naldcd, File No. 33).1076)H. 

10.19 Addc:nd.IZII for l)odrmd Scrvica 10 lbc EXCEL Racllcr ScrviCU Apccmmt bmocc:n AIIM1 

and EXCEL T•...._m..,!c:MioN, Inc. (~ by rcJcrmcc 10 Exhlbn 10 IS 10 Excclcorn's 

Rcammion S•wmau oo Fonn S.l, u ..,.ended. File No. l3J. I076)H. 

10.20 .t\pw clad lloUy I, 1919 ~eat EXCEL Tclecomnumicadcw. ltlc.lllld Stephen ll 

Small (-pcaw.cd byrcfcrcac:ciO Exhibit 10. 1610 Excc~'alltJUiriiSton So.kmmt on Form S.l , 

u amadecl. File No. Jll-107') 

E-l 



Eltblbll 
~ J)asrtptlon 

10.21 rii'IIA tn!!ll or A&JUDICIII dad liDulry I, 1996 beruCD EXCEl. Tduommunlcatiocs, 
IDe. ad S1q1ba1 R. Smllb (iDc:GJIOIIII:d by nfcra~CC 10 Exhibit 10.17 10 Exa:lcom'1 ~ 
s-c:m on Farm S..l, aumcndcd. FIIt No. 33)-1076). 

10.22 Commercial Plopcnyc-.a or Sale dad AIIJIIIII, 199$ bciWCal FM Propcnlcs ~ 
Co. ad EXCEl. Tclcccmmulllcarlom. IlK .. u IIIDCDdcd (lncorpotucd by rcrcmu:e 10 Exhibn 10. 1& 
t0 ExA:clcom's Rqlsualion StltnnCIII on Farm S..l, u ~mended, File No. 33)-1076) 

10.23 Stlndad F- of A&J- bawem OwDcT Cld Ccmrlacwll)ew.lopcr cbwl NoY"Cmbcr 17, 
l99S, bcs•wo EXCEl. Tclrcommsmjc=aricms IDe. aad WUcaxiCMC Add.lsclc. Inc. (in<OtpOI'I:IZd by 
rcfamce to Exhlbil 10.19 10 Eltcclcom's Rqisullliw SlataDcnt 011 Farm S.. l , u 1mmclcd. File No. 
33)-1076}. 

10.2~ Apjpmml aad A•prmpticm ofc-ualoo Comraa daled December 2J, 199S bciWCal EXCEl. 
Te~IIDlcaUOtU. IDe. Cld Rqlslrmt {blcotJIOimd by n fum 10 Exhibit 10.20 10 Eltcclcom's 
llqltnlloo Swl:mcnt CID Farm S..l , asneellcd, File No. 33)-1076). 

10.15 Office Lcue d.ucd Octabc:r 3, 1991 bctwem SAU ofCallfomla PubUc Emp,.,_.. Rrurcman 
S)'RCD ad EXCEL Tdecanmoniarinns, 11x. (iDcwJIOIIIIId by mm:nce 10 Exhlbi1 10.21 to 
Eltcclcaal' 1 RqiszrlliCIG 5"•• • 1:111 CID FonD S..l, a • ee ad, rLic No. 33)-1 076). 

I 0.26 Lcue Amcndmcn1 d.ucd ).by 17, 199<1ibawem Slcwlin lmcrdlaDJ• I, Inc., u IIIICXcuor in 
in~ 10 Saa of Calil«<lla Public Emp,.,_.'IUI!n:mcnl Symm aad EXCEl. 
T~ loc. (irwpoi...S by tcfaawx 10 Exhibit 10.22 to Eltcclcom's llq=a!J...., 
StllanCIII on Farm S..l , u amended. Fill: No. 33)-1076). 

1 0.:!7 Promiuory Nose dated April :;:o, 1995 payabl• 10 EXCEl. Tcl..:ommunlcaioru, Inc. by "CMY 
A. Troull i:n the oriJ.inal principal ~mount or $4,920,000 (inc:orponucd by rcfermce to Exhibn 10.:!7 
10 Eltcelcocn's Rqislntioc Swcman on Farm S..l, aumendcd. File No. 33)-1076). 

10.28 l'roai.Wory N01e d&ICd April 21, 1995 payable 10 EXCEL T~unicatioru. lllc. by Thomas 
P. Willmann lit lbc oriJiDa1 prilltipaliiiDOUDI or$360,000 {II!Wipotaao:J by rc{crcnc:e to Exhibit 10. 2& 
10 E•c:elc:om's Rqistmion Stllcmcat oa Farm 5-1 . u lllllcndcd. file No. 333-1076). 

10.29 Promisloty N01e d&ICd Scptc:mbcrl9, 1995 payable to EXCEl. TclccamltllllicaDocl1.1nc. by 
Kamy A. Trow In lbc oriJiD&I prin.cipal lftiOIIDI or mo.ooo (i:ncorporued by refcrenc:e 10 Exhibit 
10.29toEaC81com'• Rqislrulon Swcmcnt on Farm S..l , u .mmdcd. File No. 333-1076) . 

I 0.30 EXCEL Cmmtunicadoas, l.llc. ~ OwDcnhip Pl.all. u .mmclcd and razated dTcaiw 
Oaobcr I, 199$ {i:nc:orJiorlle by rcrm:nce 10 Exhibit 10.30 10 Exc:elcom's Rqislnuon SWcmmt on 
Farm S..l, aummdcd. File No. 33)- 1076) 

10.31 Employment Apftmml. elated Janull')' I. 1996, bctwca~ the lltJ,isnm and Kmny A Troun 
(inc<xpcnwl by rcfcrenc:e 10 Exhibh 10.31 10 Execkom's Rcamnuon Swanatl on Fonn S.. l, ~ 
.meodod, File No. Jll-1076). ·. 

10.32 EXCEL TclccommuniCIIIlofts, 1~. 1996 Manaacmc:nl lncaltow p.., (biCMpoiattd by re(cru>c< to 
Exhlbi1 10.32 10 Excclcom'J Rcauuad(ll't St~.ttmc:nt on Fonn S..l , u ammdcd, Fllc No 3Jl· I076) 

I 0.33 Form or qreemcnt with tndcpatdml rtpre:~C~~Wivcs (form lq)i'OW\IS front and back or a&i<CiliCIIt) 

E·J 



10.35 llacUcr A~J--. clllld u ofMircb I, 1996, betwocD EXCEL TelccommUDU:adON.Inc. IDd 

~ Mln.lK. (loc:OipcwMid by rm:r-m ExhlbiiiO.Im Frttlcun'a Quanz:rly Rcpon oo 

farm I~ for 1bc ~ CDded Scpcanbcr 30, 1996.).M 

10.36 Preferred Vmdor s-AIJacuwl clllld u of .1.-y I, 1996 by aod amoq EXCEL 

TclccammUDicadoa&, lllc~ DCC LoQa Disamce,lnc~ Swbdlcd Scrvlc:a Communlc:allocu. l..L.C .. and 

DCC c.rlcr,l.ac. (iDaapcwalld by nfcrmce m Exhibit IO.J7m bcllcun'a llq.islnllloo Swcmms on 

farm S.l, u • ...,....., FDc No. 33).1076). 

10.37 Ol!lat '-AIJw dllld f~ I, 1996 baWCJ C czlcul Gmcnl Ufc IAs:unulcc 

Com~ I:Dd EXCEL Tt*-mimiona, lac. (k.capcwlllld by nfamcc 10 Exhibn 10.31 "' 

Ellcel=m'a Rqjllndoo S-•• aa Farm S-1, u 1mmded, File No. 333·1076). 

10.31 A.......dgwnt No. liO EXCELilacUcr ScrYicu AIJW dlled Aprill7, 1996 betwocD Allnd 

ad EXCEL T•*-mkzrjmu 1K. (wpcw-.cl by rdcWOt 10 E1hlbil 10.39 10 &cek:om's 

Jlepaidw s-cm Clll fcnJ S.l, as II"C"kd, FDc No. 33).1076) 

10.39 Tel«ammsmlanlm• Scrvica ~ clat.c4 ~ J I, 1996, baloecs WorldCom Ncnoork 

Scvicu, 1K. Wa WDTd ('"WDTd") I:Dd EXCEL Tt....._mlcedona,lK. ('IIICUpCIRWI by 

rcfcrc:DC:C 10 EU!biiiO.IIII Exec~'• Qwnaty Rcpon oo Farm I~ fordlc quancr ended 

JUDe 30, 1996). 

10.~ 0 I'IOJIIZD EarollrncDI Tcrau, dllld May 31, 1996, baweal WiiTcl &Dd EXCEL 

Tc!c=mmllllicatlocu, LDc. ('iDcorponlal by 1cfaWOt 1D Exhibh IO..lm &cek:ocn's Qu.arurly Rcpon 

on form I~ fonbc quancr Cldcd June 30, 1996).• 

10~1 Amcded ad Ram.td Pros~- Earol!mcn Tcrau, cbud Novanba 24, 1997 bdwcm WiiTd and 

EXCEL Tclccommamiatjoas, lllcl 

10.~2 Scvicc Scbcdulc, cbud May 31, 1996, baloCCil WiJTd ad EXCEl. Tclccomm~mlcauOil$.lDc. 

(u.eupoalll&.i by rdctaiCC m Exhlbil 10.3 10 &cclc:om's Qu.arurly Jlepon on Fonn I~ for 

lbc ~aided June 30, 1996)M 

10 43 AmcMmcn• No. 310 FXCELilacUcr Sc!•icu Aa;n:cmCII.. dastJ February 20, 19951nd drccuw 

April I, 1995, baloCitll Fnmricr CommUDicMiCIIIS Scrvlccs. lDc.lnd EXCEL TdmXDIDUDICIIIicas. 

lDc. (meujiiUUd byJcfaWIII Ezblbi110AIIO Ellcelcun's Quancrly Report OD Form I~ 

fortbc quancr Cldcd JUDe 30, 1996). 

10 " c.mer All v • ~ Jac 26, 19915, bcr<oCICI MCI Tefttmmr11Dic:a1loas Carpanllca ad 

EXCEl. Tdcccmmlll!imions,l.ac. (IIIC:Oip(nled by refC'CICC 10 Exhibit 10.5 10 lbc Compan)"s 

Quanaty R.cpcac on Farm I~ for lbc quancr Clded JUDe 30. 1996. filed •idllbc 

Commiuion)M 

10 4S Unclcwah:iq A.,.mau. dllld May 9, 1996, bcnoKa•lbc ComJ*Iy IDd Doaalcbon. l..uJlUn .t 
J~ Sccurma Corpcnucm. u rcpraau:IU\"C of die aevcnl U.S, liilda wa nc s and die .....uaJ 

miCnlalioa&l JDa11A1tr1 for lbe Compeay'a lah.iaJ publlc otfcriq (_,_.aod b)- rclrr....,.ID 

Exltlbu 1.110 E•c:elcun'l ...,_._ S• wan farm S.l , as IID'tt+d File No. 33).1076) 



• 

pgqtps!on 

10.46 Farm afEIIIploymcm A,aiCCIDCIII bmlecu DoaaJd A. Bums IDd Telco (IIICCif'JIOI"II by rcfcra~Ct 10 
EldllbiiiO.IIO lbe Cauplay'a ~ Sw au on Farm s-4, u IIDCIIdcd. File No. 333-353n). 

10.47 Farm afEIIIploymcot AJrccmcnl bct<oCCII Sccpbal 0 . ea- and Telco (incofpolawl by rcfcnnc:e 10 
Exhibit 10.210 lbe c:-p.ny'a Rqlmatioo Saacman on Farm s-4, ~ miCIIdc4. File No. 333·35377). 

10.41 Farm ofEmploymau A,alcmml betwwn Hauy O. lAikal. Wand EXCEL (~ by rtfcnnc:e 
10 &bibil 10.3 ID !be Compay'a RqJslndon Sm=mt 011 Farm s-4 , as llmaiCicd.. Flk No. 333-
35m). 

10.49 Farm offmp.oyma~t AIJICillml bcNiCCL Nicbolu A. Marlcl: aDd Tcloo (iaccAJIOIIICd by rcfcrc:ncc 
10 Exlu'bit lOA 10 tbc Compcy'a IUJbulllioo Slllcmmt on Farm s-4, u ama\dcd. File No lll· 
35377).. 

10.50 F«m ofE.mpiqyman A,ai- berwCCL &y. K. RachHn w TC.:...O ( ioc:ooJIOiiilltd by~ 10 
Exhibit IO..S 10 lbc Compcy'a Rqianlioa Saacmau on Farm s-4, u cnCDdcd. File No 333-35377) 

10.51 FCillll of Noo-Compcdtioo Apummt belwcco Dooald A Bums and EXCEL (1&41 J101&11Cd b) 

reference to Eablbh 10.610 !be Compu~:y'a ~ Saacmcnt on Fonn s-4, u IDim6cd. File No 
333-35377). 

10.52 Fo:m of Noo-Compcdtloo Apummt bc1wtcn Slq>bcn 0 . ea- and EXCEL{Incorponttd by 
refaw to Exblbil 10.7 10 lbe Compcy's Rqlslraiocl Smcmmt on Fonn s-4. u amended. f ile No. 
333-3S377).. 

10.53 Farm of~ Apumau bawu:u Hauy 0 . lAikcD. m awl EXCEl. ( mc.>rpOmed by 

rcfaeocc ID Exhibit 10.110 lbe Compuly'• ~ SWmu:nt on Fonn s-4, as ammda1. File No 
333-35377).. 

IO.S4 Form ofNC&Ccmpcuuon Apecmau bc!wWI NidlowA. Mcmck and EXCEL (ancorpor&lied by 

rcfcrmc:c 10 Exhibit 10.910 the Company's RqJslrlljon Suummt on Form s-4, u ammdecJ. File No 
333-35377). 

I 0.55 Form of Employment Apecmmt between Bryan K. R.adllm and EXCEL (lncorponwt by n:fcrct~« to 

Exhlbil 10.10 10 the Company's R~iaratioo Sr.tlallall on Fonn So-4 , as amended, Fik No l l l · 
mn> . 

10.56 EXCEL Sbarcholdcn ~au, daiCd as of June 5, 1997, by aDd an oo& Telco CommuniC&UOIU 
Oroup, I.D::. 8lld cadi oflbc lblnbolckn pany lila= Cmorponlled by rcfcrcnce10 Eacc lo m'• Farm 
1-K. dmdJaDC 5. 1997, u nled with thcc-wX..on June 10, 1997) 

10.57 Telco Sblrcboldm ~au, clalcd Juoc 5, 1997. by and amq EXCEL CommuniCitKID>. Inc. and 

cad! of lbc lblnboldm party d>crao (aiCGIJIOI&Iied by n:fm:nor 10 Fonn 1-K of Telco 
c:-rm;c..;...s Oroup, IAc .. claled JloiiX 5, 1997, u flied with the Conunowon on Junr 10, 1997) 

IO.SI All- fDr Bllllna SaviCCS by Tel Labs. lx. awl £apnt TclocDD claled Ocamber 29, 1995 
(IIICOIJIOiided by n:fcraw;c 10 Eablbn 10.41 10 Telco'a ~ Slamom on Form 5-1. as ammd<.d. 
File No. 333-05&S7). 

E-5 
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10.59 Scrvico Ali~ bctwea1 IXC Carrier, Inc:. llld Telco Caamunkallcm ~. IDe dalcd 

Dcc:cmt...rl5, 1995 (iDcGpcJilled by rcfcm~CC ro Exhibit 10.17 10 Talco's Rqlmulon Sratanmt on 

Form >I. u •moled, File ~o. 33).4$157). 

10.60 Telco c-naloo?DS ~. 1Dc Wholesalt CusiOmtT Apecmat for Spmal lnunwiOft&l Pnonc 

wilh Esprit Tdlcam elated Fa--y 21, 1996 (~by rdaa~CC 10 bhlbn 10.11 10 Tdc~·~ 

Rcaisln:llorl S•et"TTCCII 011 Fona 5-1, u amended, File ~o. 33).451$7). 

10.61 Equjpmau laMS'-"-' DSC FID.IDca Corpontloa llld Telco Communlcalloos Of'OUll, Inc. {Masttr 

1.cue dilled J...y I, 199-C llld Scbldr•ks A·l'l) (lucapa 1 by rdu 10 Ex!lib11 10.29 10 

T~lco's Rq:iouwiuo St m 1 011 Farm >I. u -w File ~o. Jl)-45157). 

10.62 Carrier AIJ-1 bawealATATC«p. IDd TclcoC«Dmunlcaloas Croup, Inc., elated DcambtT 2J, 

1996 (iDcocpalled by rcfaCDWIO Exhibit 10.4410 Tclco'a AIIDmlllcpon 011 Form I~K for 1M ya: 

awkd Dcambcr 31. 1996, File No. ~21661). 

10.63 Nrrwadt ~ AIJW baaw; A6vmlis llld Tdco ~awort Sawiccs. boc.. elated Mme. II. 

1997 (iDc:orponud by rda ce to Eahlbit IOAS 10 Tclco'a Amnw llcpon oa Fona IG-K for 1M ya: 

ended DccaDbtT 31, 1996, File ~o. G-2166&). 

10.64 Ct-cdlt Ali--. dilled u of October 10, 199'7, by llld miCIDI EXCEL c-•mkar-s, boc.. Lbc 

lmdm pa'Y dlaao, 1.dzaiiD Coalmadal l'llpcr boc.. u AmlnJ'Cf llld Sywilcwrioa AJmt. 8aak of 

America NaiCIDal TniSIIIId SrtiQp !we ittioa md ~!!lc•nJ.nJr ofTaa. N.A.. U Doormcnmvm 

Apms. md f'- thlioa HatioaaJBak. U ~ AJCI (iDcocpalllcd by rc(CKncc 10 Elthibtt 

99.210 the c:-puy'a Form 1-K. detcd Ocrobc:r I<C, 1997, File No. 001·13-433). 

10.6S Deed of Lease Ap-ccmc:m between Bricks in lhc Stoclc. Ltd. And Ttl lAbs. Inc. df«ttYC Jut) I. 1994 

(Corpcn!c Ofticc) (iDcocpcnled by rcfc:rccr ~ Exlllbn 10.25 10 Telco's ~ Swcman on 

Form >I. as mmdcd, File ~o. 33).45157). 

10.66 Deed of 1.cue Ap-c-tmcot bt'l'wccn Bricks in the Stocl:. Lid. And Tel Labs, Inc. ctf«ttvc Much I, 

1995 (Corpon~.t Of!"tcc) ~~ by rcfeftrlc:c 10 Exllibh I 0.26 10 Telco 'a Rqis:lratton Swanan 

011 Farm 5-1, u m~mdcd. File~. 33).45157). 

10.67 Crcdll AII-I bmortCII Telco and Na-Y.nk of Tau. N.A u Aclminlsl:rauvc l.aldtr and 

Lmdm elated Dcc:cmbtT 20, 1996 (iDcorponlcd by rcfcrcncc 10 Exllibn 10.43 10 Telco's Annual 

llcpon OD F01111 IG-K for the ,.-ended Doc:allbt'l' 31, 1996, File No. G-21661). 

10.68 Form lnclazmlradoa Apca.oau by and llmOOJ the c:-pc~y lllld 1M Compeny's onlccn and 

dJrcacn. 

10.69 Ammdmallto die EXCEL Coaununicaliolu, lllc. Employee Owner PIM. dalcd Otcanbtr l, 1997 

11.1 CJwtac of AIXOIIIItinJI...c=r from l .nhur Andtrwn LLP 

n .t Consent of llld&pciidan l'ubhc .... ~ 

27. 1 fonancial Dill& Sdwdule u ofDcccmbtT 31, 199'7 



• eonn 1 hi Tt I t a.. beD rcq'CS"'d 
II CGafidcallal D-111111 bu '-a .,....S. 
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EXHUIIT 2.3.1 

CONSENT.OF INDEPENDENT PVBUC ACCOVNfAJn'S 

As iDdcpcadcm public rmm- -badly -ID tbc baccApca.aw of our tq~C~r~lncludcd 111 11m 
Form 'O..K, illlD lhb C"'Dp'")'' l pnvicualy filed kqisuadoo S!ei •col File No. 333·3SJ7 oa Fonn S.l h 
shO<Jid be IIOIICd 1ba -~~aw DOl~ 111y fin=d•t cua ortbc CAapcty aubNqucntto DcccmbCT 31. 
1997 or perlormed Ill)' aadlt poc:edUiU aublcqlmn 10 lllc elm of_. tqiCII't. 

Dallas, Tcus 
January 26, 1991 AJlTHUR ANDERSEN U.P 
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EXHIBIT C 

PRE-AND POST-MERGER ORGANIZAT IONAl. CIIAitTS 
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Inc. 

I 

Teleglobe 
Communications 

Corpomtion 

Teleglobe 
Holding Corp. 
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International 
Corporation 
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I I 

Transfer of 
Control 

.88 
for each 1 ~ 

North 
Merger Sub~ 
Corpomtion 

Optel 
Teleglobe USA Inc. Telecommunications, 

Inc. 

I 
Telecom Vision 
International Inc. 
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Teleglobe USA 
Inc. 
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,. Telecom VISion 

lntemational lnc. 

c ---

I 
Teleglobe 

Communications 
Corporation 

Teleglobe 
Holding Corp. 

Teleglobe 
International 
Corporation 

I 
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Optel 

Post-Merger 
Structure 
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Inc. 

I 
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Excel 
Communications, 

Inc. 

I 

Excelcom, Inc. 

Excel Telephone, Inc. 

Excel 
Telecommunications, Telecommunications, 

Inc. Inc. 

l 
Telco i 

! 

Communications 
Group, ::~c. 

Telco Holdings, 
Inc. 

Long Distance 
Wholesale Club, 

Inc. 
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EXUIBIT D 

VERIFIC ATIONS 



.. 
VERIFICATION 

I, Paolo Guidi, hereby declared under penally of perjury, that I am an officer of the 

Applicant in the subject proceeding, and 1111l11Uthoriud to malce this verification on behalf of the 

Appl;cant. I Juve read the foregoing infonnation and know the contents thereof; and the fncts 

stated therein on: uuc and correct to the best of my knowledge. infonnallon and belief. In 

addition, I hereby declare that the Applicant agree$ to adhere to all sUite laws and all commi5Sion 

policies, rules and orders. 

I declare under penalty of perjury tmt the foregoing is true and correct. this ;;./ . day of 

June, 1998. 

......... = 

Name: Paolo Guidi 

Title: Presideni and Chief Exccuhve Officer, 
Teleglobc Communications Corporation 
and Executive Vice President, Telc:globe Inc. 

------ -· Date: .__/, · c · :{0 ///" 

Suhscribed and sworn to before me this '-) 'day of June 1998. 

/ ti{ r }: G wwwf -
~tar)' ~bw o 

My Commission expires: _.,U.::..ku"""~"-~-'/o,=------



VERIFICATION 

I, James M. Smith, hereby declare under penalty of pe!jury, that I am an officer of the 

Applicant in the subject proceeding, and am authorized 10 make this verification on behalf of the 

Appliauu. I have read lhe foregoing information 1111d know the contents thereof. and the facts Slated 

lhc:rein arc true and conut to lhe best of my knowledge, information and belief. Ln addition, I hereby 

dec. are that the Applicant agrees to adhere to all state laws and all commission policies, rules and 

orders. 

~ 
I declare under penalty of pe!jury that the foregoing is true and correct, this ){::? day of 

June, 1998. ) " { 

By: ( -t5/t0 ~~t • ·r---_ 
Nanne: James M Smith 

Title: Vice President - yw and Public Policy 
,L 

Subscribed and sworn to before me thi~ day of :JUPl 1998 

My Commission expir~: AA ..?~ ..,..1<'1l..J 
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