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ltf': In w Applicpt.10n for Certificate to prov1dr uJ!::£rnut. v~ locul 
exchange telecommunications servjce by SBC Nationnl. Inc 

Dear M. Bayo: 

Enclosed for filing are the original and 6 coprcs of the SBC Nut10nnl, Inc 
("SBC") ApplicaLJon for Authority to Provide Alternative Local 8xrhange 
Tclccommumcutwns Serv1ce Within the Stc.tte of Flonda Also <'ncloscd is u ch.-ck rn 
the nmount of $250.00 for payment of the applicat-ion fl't' 

PI!!US<' ncknowledge your receipt of this filing on Lhc <'nclosed copy ol lhrs lt•ll<'r 
Thank you for your consideration in this matter. 

l·~nclo~url's 

DBM/kjf.: 
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Ms. Blanca S. Bayo, Director 
Aprtl 16, 1999 
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cc: William Adams, Esq. 
Edward Eckhart., Esq. 
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**fLORIDA PUBLIC SERVICE COMMISSION*" 

DIVISION OF COMMUNICATIONS 
BUREAU OF SERVICE F.V AL\JATION 

APPLICATION FORM 
for 

AUTHORITY TO PROVIDE ALTERNATIVE LOCAL EXCHANGE SERVICE 

WITHirJ TUE STATE OF FbORJPA. 

Jnstrncttons 

• Th1s form is used as an application for an original cc111licntc and for approval of the 
assignment or transfer of an existing cenificate. In case of an assignment or transfer, the 
information provided shall be for the assignc~ or transferee (Sec Appendix A). 

• Print or type all responses to each item requested in the application and appcnd1ccs. If an 

Item is not applicable, please explain why 

• Use a separate sheet for each answer which will not fit the allocated ~pace. 

• Once completed, submit the original and six (6) copies of this form uhmg w1th u nun
refundable application fee of$25().00 to: 

Florida PubUc Suvice Commission 
Dlvuloa of Rtsordt and Reporting 
2540 Shumard Oak Boulevard 
TaUabusee, Florida 32399-0850 
(850) 413-6770 

• lf\·ou hove any questions about completinH the form, contact. 

Florida Public Service Commbsion 
Dlvuloa of Communications 
Buruu of Certification aud Evaluation 
1540 Sbumard Oak Boulevard 
Tallahusee, Florida 32399..()850 
{850) 413-6600 

FORM PSC/CMU 8 (ALEC} (619&) 
Requl"'1 by Commt.aion Rule Not. 25·2• 805. 
25-24 810, and 25--24 815 

OOCUM(NT NL'~!?ti{·OATE 

0 4 8 7 I APR 16 ~ 
fPSC - RI C::''[ S/ ~tf ' ORTIHG 



I. This is an application for ..J (check one): 

( ..1') Original c:ertific.ate (new company) 

( ) Approval of transfer of nistlog certificate: 
Example, a non-certificated company purchases an existing (;0mpany and desires 
to retain the original certificate authority. 

( ) Approval of aulpmeot of existln~t certificate: 
Example, o certificated company purchases an cxtsting company and desires to 
retain the certificate of authority of that company. 

( ) Approval for tnli1Jfer of control: 
Example, a company purchases 51% of a certificated company. flu: Commission 
must approve the new controlling entity. 

2. Name of company: 

~BC National, Inc. ("SBC National'~ 

3. Name under which the applicant will do business (fi cti tious namt:, etc .): 

Not applicable 

4 Official mailing address (including street name & number, post office lxlx, city, state, :r.ip 
code): 

David R. Lopt% 
Vlu President, National-Local Regulatory 
SBC National, Inc. 
I 75 E. Houston Street, Room 4-A-60 
San Antonio, Texas 78205 

5. Florida address (including street name & number. post office box. city. state. zip code): 

None at tills time. 

Page I of II 

FORM PSCICMU 8 (ALEC) (6198) 
Required by Commission Rule No• 25-24.805, 
25-24 810, an<125-24 815 



6. Structure of organization: 

( ) Individual 
( ) Foreign Corporation 
( ) General Partnership 

( ) Other,-------

7. If individual, provide: 

( ../ ) Corporation 
( ) Forct~n Partnership 
( ) Limited Partnership 

Name: ______ ~N~ol~a~o~n~«~ca~b~l~t-------------------------

Title: 

Addresa: ________________________________________ _ 

City/State/Zip: __________ --------

T~1epbone No: _______________ Fax No.: ______________ __ 

Internet E-Mail Addreu: __________________________ _ 

Internet Website Address: ____________________________ _ 

8. If incorporated in Florida, please provide proof of authomy to operate in FlonJa: 

(a) The Florida Sec:ntary of State corporate r~istration number: 

Not applicable 

9. lffonign cornonfion, provide proof of nuthonty to operate 111 Flonda· 

(a) The Florida Secretary of State corporate registration number: 

F99000000276 

I 0. If usine fictitious nam~-dlb/a , provide proof or compliance wtlh fi ctitious namc statute 

(Chapter 865.09, FS) to operate in Florida: 

(a) Tbe Florida Secntary of State fictitious ' ' a me regiatration number: 

Not app/lcabl~ 
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FORM PSCICMU 8 (ALEC) (MIS) 
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11. If a limited liability partnership, provide proof of registration to operate in l'lorida: 

(a) The Florida Secretary of State registration number: 

Not applicable 

12. If a partnerslfio. provide name, title and address of all partners and a copy of the 
partnership agreement. 

Name: ____ .L!N,~o:t..l.!!oapiGlpl!!l.!!ic:!!g:.!!.bl~e:__ ___________ _ 

Title: 

Addr~5: ______________________________________ __ 

City/State/Zip: ___________________ _ 

Te!epbone No: __________ Fax No.: 

Internet E-MJIU Addresa: __________________________ _ 

Internet Website Addre.u: _________________ _ 

13 ff a foreign limited partnership. provide proof of compliance with the foreign limited 
partnership statute (Chapter 620.169, FS), if applicable. 

(a) The Florida registration number: 

Not applicable 

14. Provide F.E.J. Number (if applicable): 74-2899863 

15. Indicate if any of the officers, directors. or any of the ten largest stockholders have 
previously been: 

(a) adjudged, bankrupt, mentally incompetent, or found guilty of any felony or of any 
crime, or whether such actions mny result from pending proceedings. Provide 
explanation. 

Not applicable 
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FORM PSC/CMU 8 (ALEC) (6/98) 
Required by Commission Rule Nos. 25-24.805, 
25-24.810, and 25-24.815 



(b) an officer, director, partner or stockholder in nny other Florida certificated 
telephone company. If yes, give name of company and rclntion~hip. If no longer 
associated with company, yive reason why n('lt 

Not applicabl~ 

16. Who will serve ns liaison to the Commission with regard to the fullowmg'? 

(a) The application: 

Bruu May, Esq. 
HOLLAND & KNIGHT LLP 
315 Calhoun Strut, Suit~ 600 
Tal/ahass~t, FL .JJ301 
(850) 224-7000 (t~lephone) 
(850) 224-8832 (ftr.X) 
dbma)@Jrklaw.com (~-mall) 

Edward L. Eckhart, Esq. 
VIet Prnldent, G~neral 
Couns~/IS~cretary 

SBC National, Inc. 
One Bell PIIIUI, Room 3611 
Dallas, Texas 75202 
(2U) -16-1-5-102 (t~lephon~) 
(2U )-16-1-5-185 (fax) 
u9966@lxmaiJ.sbc.com (e-mail) 

Page 4 of II 

FORM PSCICMU 8 (ALEC) (8198) 
Required by CommlaaiOn Rule Nos 25-2.0: 805. 
25-24 810. and 25-24 815 

OF COUNSEL 
William A. At/oms, /:."sq. 
ARTER & IIADDEN I.LP 
On~ Columbus 
10 Wttst Broad Street, Suite 2 i 00 
Columbus, Ohio -13215 
(6U) 221-3155 (t~tephon~) 
(6U) nJ-0-179 (fax) 
wadam.s@ ortulradd~n.com (e-mail) 



(b) Official point of contact for the ongoing operations of the company: 

David R. Lopez 
Vlu President, National-Local Regulatory 
SBC National, lnr. 
I 75 East Houston Street, Room 4-A-60 
San Antonio, TX 78205 
(210)-351-2080 (klephone) 
(210)-351-3339 (fax) 
dlop~orp.sbc.com (e-mail) 
Internet websiu not presently available 

(c) Compla.intsllnquiries from customers: 

David R. Lopez. 
Vice Presltknt, National-Local Regulatory 
SBC National, Inc. 
175 East Houston Street, Room 4-A-60 
San Antonio, TX 78205 
(210)-351-2080 (telephone) 
(210)-351-3339 (fax) 
dlope:@corp.sbc..com (e-mail) 
Internet websile nJt presently available 

I 7. List the states in which the applicant: 

(a) has operated as an alternative local exchange company: 

None a/ this time. See Exhibit A. 

(b) bas applications pending to be certificated as an alternative local ~.- xchangc 

company. 

None at this time. Applicant anticipates filing altemalivelconrpetltive local 
achange certification applications In many states as part of its ••National-Local 
Strategy." See Exhibit A. 

(c) is certificated to operate as an altemati"c local exchange company. 

None at this dme. See Exhibit A. 
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(d) has been denied authority to operate as an ultcrnauvc local exchange compan) and 

the circlllllStances involved. 

Non~ 

(e) has had regulatory penalties imposed lnr v1olutions of tclccomrnunu:ations 

statutes and the circumstances involved. 

Nont 

(f) has been involved in civil coun proceedings with an intercxchangc carrier, local 

exchange company or other tclecommumcations en tit). and the circumstances 

involved. 

Non~ 

I H. Submit the following: 

A. Financ1at capability. 

The application thould contain the appticant's audited financ1al statements for the most 

recent 3 years. If the applicant does not have audited financial statements, 11 shall so tx: 
stated. 

SBC National, a wholly-owned subsidiary of SBC Communications Inc. ("SBC''), dues 

not hav~ audited financial stattwunts. SbC National is rdylng on th~ strmgtlt of Its· 

parent company In btglnnlng operations in Florida. SBC National's flnancla 1 r~sults 

will bt rtport~d on a consolidated basis with th~ financial stat~mmts of SBC. 

The unaudited financial statements should be signed b) the applicant's ch1ef ~.xccutcd 

officer affirming that the financial statements nrc true and correct and should include 

I. the balance sheet; 

See Exhibit B, Exhibit C (at 21), and Exhibit D (at J'J). 

2. the income statement; and 

Su Exhlbil B, Exh.'blt C (at 20), and Exhibit D (at 38). 

3. statement of retained earnings. 

Su Exhlbil B, Exh/b/1 C (at 23), and Exlrlblt D (at -10). 
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NOTE: This documentation may lnc/ud~. bur is nor limited to, financial statements. a p r CIJI!Cit'd 

profit and loss statement. credit references. rredit bureau reports, and descriptions uf hu.11nesj 
relationships with financial institutions. 

fur1her, the following (which includes supporting documentation) should be provided: 

I. written explanation that the applicant has sutlicic:nt tinuncial capability to 
provi..:~: the requested service in the geographic an:a proposed to be served. 

SBC's and Anurlltch Co1p0rotion's {htrtlnaftu "Amuiucll") 1998 Annual 
R~ports show on a consolidated lxuis, ass~ts of $75.4 billion, gross revmues of 
S-16 b/Jilon, and net annual incom~ of $7.6 billion. Su Exhibit B. 

2. written explanation that the applicant has sufficient financial capability to 
maintain the requested service. 

SBC's and Amerittch's 1998 Annual Reports show un a consolidated basis, 
assets of 575.4 billion, gross r~nues of $46 billion, and nettmnuallncome of 
$7.6 bUIIDn. Su ExhlbiJ B. 

3. written exphm1t!on that the applicant has sufficient financial capability to meet 
its lease or ownership obligations. 

SBC's and Amtrlltcll 's 1998 Annual Reports show on a consolidated basis, 
assets of $75.4 biJJIDn, gross rev~nues of $46 billion, and net annual income of 
$7.6 billion. Su ExhibiJ B. 

B. Managerial capability: give resumes of employeesloflicers of the company thnt would 
indicate sufficient managerial experiences of each. 

Set ExhibiJ E. 

C. Technical capability: give resumes of employees/officers of the company that would 
indicate suflicient technical e.<perieuces or indicate what company has been contracted to 
conduct technical maintenance. 

Su Exhibit F. 
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**APPLICANT ACKNOWLEDGMENT ST ATEMF.NP • 

I. REGULATORY ASSESSMENT FEE~ I understand that all telephone compaOIC!t mu~t 
pay a regulatory uacssmcnt fee in the amount of .15 of one percent of its sros!l opcrutins 
revenue derived from intrastate business. Regardless of the gross opcroting revenue of u 
company, a minimum annual assessment fee of $50 1s required. 

GROSS RECEJPTS TAX: I understand that all telephone compamcs must pay a gro:>s 
receipts tax of two and one-half percent on all intra and interstate business. 

3. SALES TAX: I understand that a seven percent !>Dies tax must be pmd on Intra and 
interstate revenues. 

4. APPLICATION FEE: I understand that a noll-refundable application fcc t'f $250.00 
must be submitted with the npplicution. 

UIILra OFFICIAL: 

P~tu A. Rltcher 
Viu President & Chl~f Financial Officer 
SBC National, Inc. 
On~ Bell Plaza 
Room 3612 
/)a/las, TX 75101 

AT,/\CHMENTS· 

Date 

(2U) 46.1-3969 (td~plwn~) 
(2U) 46.1-5485 (fax) 

A -CERTIFICATE SALE, TRANSFER, OR ASSIGNMENT STATEMENT 
l3 - INTRASTATE NETWORK 
C - AFFIDAVIT 

Page 8 of II 
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APPEN()(X A 

CERTIFICATE SALE, TRANSFER. OR ASSIGNMENT STATEMEN r 

I. (Name) ___ __.N~olw:au:P~DU!Ikl:l:n!!!ltDie'-------------

\ fitle) ____________ of (Name of Company) 

and current holder of Florida Public Service Commission Certificate Number fl ___ _ 

____ __,have reviewed thiJ application and join in the petitioner's request for a: 

) sale 

( ) transfer 

( ) assignment 

of the above-mentioned ~ficate. 

UTILITY OFFICIAL: 

Signature 

Title 

Address: _____________ _ 
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Date 
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INTRASTATE NETWORK (if available) 

SBC National Intends to be a faci/itles-bnsed ttlecommunlcatlons provider starting In 
Miami and then progressing Into other areas of the state. Detailed planning currently 
is untkrway for the Initial network deployment strattg)'. Since Illest plans ha••t not 
been flnalhed, SBC National cannot currently provide a description of the facilities to 
be constructed and und. For more Information, see Exhibit F. Statement of Technical 
Capability. 

Chapter 25-24.825 (5), Florida Administrative Code, requires the company to make nvallnblc to 

staff the alternative local exchange service areas only upon request. 

I. POP: Addresses where located, and indicate if owned or lensed. 

I) 2) 

3) 4) 

2. SWITCHES: Address where locatct.l, by type of S\\itch, und 1mhcutc 1f 
owned or leased. 

I ) 2) 

3) 4) 

3. TRANSMISSION FAClLITIES: POP-to-POP facilit1c~ oy type of 
facilities (microwa\'e, fiber, copper, satellite, etc.) and ind1catc 11' 0\\1lcd or 
leased. 

I) 

2) 

3) 

4) 

POP-to-POP 
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EXHIBIT A 

Othtr Stalts in Which Cutlfltd 

SBC National, Inc. ("SBC National"). o wholly-owned substdiary of SBC 

Communications Inc. ("SBC"), has filed this application seeking authority to provide nltcmntivc 

local exchange service within the State of Florida Tht!t ts unc: of a scncs of applications SBC 

Nattonal will file: across the n.ntton to provide local exchange service in a minimum of 30 lJ S. 

mar .. cts outside of the existing local exchange rcgtons served by SBC and Ameritech 

Corporntion ('"Ameritech"). Specifically, SBC Notional intends to enter these mnrkcts as a 

facilities-based provider of local and data services initially to large business customers and then, 

using the infrastructure deployed, tCl smaller business and residential customers. The 

implementation of this strategy will provide significart benefits to the State of Florida. its 

economy. and its telecommunications industry, and to busin..:ss and residential customers. SBC 

National will begin to implement this "Nation.nJ-Local Strntegy" af\er SBC completes tis pcndmg 

merger wtth Ameritech 

Following completion o~" the Ameritech merger, SBC Nattonal "'ill be afliliatcd "•ith 

incumbent local exchange carriers that provide service in the followtng states· Arkan~. 

California, Connecticut, Illinois, Indiana, Kansas, Michigan, Missouri, Nevada, Ohio. Oklahoma, 

Texas, and Wisconsin. 



l 

EXHIBIT 8 

Statement of FJnancla/ Ability 

Upon completion of the merger b-:tween SBC Communications Inc. C'SBC'') und 

Ameritech Corporation ("Ameritech"), SBC National, Inc. will have the financial resources of 

the merged entities available to it to provide alternative local exchange service in the State of 

Florida and to implement its "National-Local Strategy" throughout the country snc·~ 

consolidated 1998 operating revenues were approximately $28.8 billaon with n net mcome of 

! · .0 billion. Additionru SBC financial information is contained in SBC's 1998 Annual Report, 

which is attached as Exhibit C. Ameritcch's consolidated 1998 operating revenues were 

approximately $17.2 billion with a net income of $3.6 billion. Additional financial infom1ution 

regarding Ameritech is contained in Ameritech's 1998 Annual Keport. which as auachcd us 

Exhibit D. 



EXHIBIT C 

SEC Communications Inc.'s /998 Annual R~port 

(See attached) 
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APPENDIX C 

AmDAVIT 

By my signature below, !, the undersigned officer, attest to the accuracy of 
the information contained in this applk.uion and attnched documents and that the 
applicant has the technical expertise, managerial ability, and financial capability to 
provide alternative local exchange service in the State of I· lorida. I have read the 
foregoing and declare that. to the best of my knowledge and belief, the 
information is true and correct. I attest that I have the authority to sign on bclutlf 
of mJ company and agree to comply, now and in the future, with all applicabl.: 
Commission rules and orders. 

Further, I am aware tbat, punuant to Chapter 837.06, Florida 
Statutes, "Wboever knowin&Jy makel a fabe statement In writing with the 
intent to mislead a pubUc: servant in tbe pnformance of his official duty shall 
be guilty of a misdemeanor of the second d~, pun!.Jhable as provided In 
section 775.082 and section 775.083". 

UTILITY ~F!CJAL: 

/ .. ·;~ I / 

- :-'t,_r -

David R. Lopez 
Vice President, National-Local Regulatory 
SBC National, Inc. 
175 East Houston Strut, Room 4-A-60 
San Antonio, TX 78105 

FORM PSC/CMU 8 (ALEC) (6/98) 

Page II of II 

Required by Commission Rule Nos. 25-24.805. 
25·24.810. and 25-24.815 
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Date 

(210)-351-1080 (lt'/ephone) 
(210)-351-3339 (fax) 



SBC Communications Inc. 
19 98 ANNUAL REPORT 

$2.08 $53.625 

Adjusted Earning' 
Per Diluted Share• 

Year·End Stock Price 

Nineteen ninety-eight was a year of exceptional 

progress for SBC Communications, as we 

strengthened our leadership in telecommunications 

and continued to shape our future as an integrated, 

full-service, global competitor ... 



Amid dynamic industry change, we remain 

focused on providing our customers a seamless 

range of high-quality services whenever and 

wherever they need them, while providing 

outstanding value to our shareowners. 

This document reports progress on our 

initiatives to remain vne of the world's leading 

telecommunications companies now and in 

the 21st century. 

• Adjulled us~lf191 prr diluted \lurr ~~ IOCD~M btfort utt.aon:hn~ry ~\ •nd cumulitt.t tift< I or mounhii<J ch.lll(}f ~JUSitJ 
lor tht following tmtxdudt\ • nt1 cll.lrqtof >o .Ol pc-r ddultd wrr l)llnup.~lly for UW'91< dt<~\ rt'l,."<<lo 1~ mtf9tf ot S8( 

uld SH£T o~ l1f gatns on tht ~of ctrWn non .:ort bwflt\~~. 19<JJ ndudtS • Ml rh.atqf or SO 91 Pf' dilultd lh~r? 'f'9"'d'ng 
S I 8 billeon of ont-!lmf cNt9fs pnnop.1Jiy for stmP<JK dt'ililoo1 ft'littd 10 lht mrrgtt Gl SB< •nd P1<11k ftinll fhnf ad)Ullmtntl 
~rt cltwtbtd on~ 6. 



1998 Progress Report 

--------
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HIGHLIGHTS 

$ 2.01 

s 0.9)5 

SSl.62S 

s 1 ](, 

S 0 119S 

..,. SBC advances its global strategy by announcing plans to merge with Amentech and th{;n 

expand to 30 markets beyond the new company'!> comb1ned region. The merger will provide 

increased sca le and geographic scupe, enabling the company to provicie h1gh-qualiry, 

competitive services to customers in the nation's SO largest markets . 

.... SBC acquires Southern New England Telecommunications (SNET), gammg another great 

brand, strong wireline and complementary wireless bus1ness~s. long-distance experien(C and 

e)(panded presence in the Northeastern United States. 

.... Synergies from the Pacific Telesis merger are ahead of schedule to add $1 billion in net 

income by next year . 

.... In January 1999, SBC :aunches the nation's largest rollout of Asymmetrical Oialtal 

Subscriber Line (AOSL) -a high-speed Internet access service dt affordable pr~ces. 

capitalizing on opportunities in the rapidly growtng data market. 

.... The February 1999 alliance with Williams Communications prov1des SBC w1th •' high 

quality fiber-based broadband network for long-d1Stt~nce serviCe 

.. 



DEAR FELLOW I~VESTOR : 

Nineteen ninety-eight was an excellent year for SBC Communicationc;. 

It was, first and foremost, a year in which your company delivered strong 

earnings growth. We also took strategic steps to ensure that, as our industry 

continue!> to evolve, SBC will continue to create outstanding value for you 

well into the future. 

In 1998, our adjusted ••rnlngs rose by 1 9.l percent. AHounttnq 

for our February 1998 two for on~ stock split. SBC ~ dolutrd Nrnonq~ 

~·r shdr~ wrre SJ 08, up 111.2 ~te~nt ov~r 1997 

lncludong \lOCk pnc~ appr«l.ttlon and rrt~\1~ dtvod~d\, tot ell 

shdr~n~r return m 1998 was 49 72 ~rcent Thh brings our tOtoll 

compound~ annuc1l return sonce 1984 - when we beume cln 

mdepend~nt company - to 23 1 S ~rcent. That rMuil exce«h d 

cornbrnrd return during t~ s,mt ~nod or 12.04 percent for our 

teil'<Ommun.cations ~rs. and 17.84 ~rc~nt for the Standard & 

Poor' 500. 

We o~r,. plt"as~ but not satrsfied. T > ensur~ that we conunul! 

dcloverong excellent performance In 1999 and beyond. th~ 58(. 

tea.n moved forward rn 1998 on four Sllittgoc fronts 

Continuing to maximin growth In our CMe bu•lneu••· Ovt>r the 

yr•a<>. SBC has established a solid r«ord for malong th~ most of our 

core wrrelme and wlrel~ss busl~~s by increasing revenues whole 

controllong expenses Nonet~n nonety·elght was no t>xceptlon 

Revenu"~ werr 528 8 brlhon. up 7 9 percent over the prt'v1ous yPar 

Ac<ess lone growth remaoned lmpressove m 1998, witn "4 l percent 

rntrease 1n resldentrallones Me~nwhrfe. our busineu lim! grOWih 

Wd~ IS 6 perct>nt.lncludong both voice line• •nd d.at• eire u11\ 

We ach1eved outstandrng loolles of additlon.tl ulllng leaturPS. 

Pacofic Sell. lor cx.trnple, end~ the ynr wuh mort' tho~n I 5 mil'oon 

Caller 10 customers. and oncrease-d hot' pent'trdiiOn or fl'<~tutl's fo• 

rt.>sodenu,ll customl'rs by mort' than 44 p('rcent to I 26 verucal 

featurl's per lon., 

Southv.estern Bt>ll dCh1eved ~n Industry· leading resldenlidl 

Callt>r 10 penetr.stlon '"'"of more th~n SO l)l'rcent 

, '\,! f • 

fhr (OttlJl.tny\ Wlft•l\*\\ O'H'I.\liCin\ ,,1\0 JH•rfulfrWil Wt•H Ill 'l~)t; Out 

n.-w Pt-rsondl (<,mmutiiColiiOfl\ \etvoCt"\ H'(~l ulft•flntJ .... C.ilofo•no.J and 

Nevddd m P•lttocuiM r•~·uc•ncl'<l t•xceptron.sl ~rowth Auo\\ call of our 

m~rket~ rnclud1ng Southwntt•rn 8<-11. PactfK Bell. dnd ( .-llul.t1 One wt 

oncn•ast'<.1 out numl)('l ol sutac11\x•" tu (>'I mollion .tncl.l<lrlt'<l <1191tdl 

\t'rvoce to nwt.'ltht' dt•ll\dfld\ ol hoqh tJ~ CU\IOfl\('1\ llus mclud<•s lhr• 

hdlf mollron \Ub\UobN\ WI' \t•rvt• throuqh the dCQUI\ItOOn Uf So\Jth('ll) 

New Engl.snd Telt•tommunoc.lUOn~ f')N[ llth.tt lurthe• oncrt•4\t'd our 

wireless CuUom,•r bas.· In ldnu.Hy 199<1 "" .t(jll'f'<l tO "'IJllll<' 

( omccl\1 ( r•llul.ll (,,. 1JOr.ltiiJH whoc lo h,l\ < rlluldl IJIUI)ol·rtot•\ on 

Pc•nlls)·lv.Jnod, Nt•w )t'I\<'Y ollld O.•lolWolll' \UUW<.I tO I"9UldtOry .ipprov.JI 

With lhP\(' \lgno(O(d'll ol(QUISitiOI\\. we ..... tonflch·nt ol our abthty to 

qrow our wort•ll'\\ b..l\t' dnd m,llllloiiiO lw,olthy mo119111\ Clt'~J>IIt' 

foNct' compt>touoe~ 

Wt• .. 1~ 4CCt'~I.Jil"d the prcxt•\\ nf vdlu•• cu·~llon frurn the• Pdcof1c 

lt-l~o\ mt>rqt-r Th .. nlo.\ to tht' h4rd wor~ '""' dt-<l .otoon ol our rtlt•rqt'l 

lntl'gr,lllllfl tl4m\. Wt' took full.oc1v,oflt,O<I1' ool II II' !~•\! protr h( t•~ uf both 

rorn1>o>nor, thrt~uqh OfWidllt>nallllltl,,tm·• lh.\1 ""' .ol ""d of scht'<lul.

on .ocldoruJ S I bllhon to our drtfiUdiiO< onw ll)' tlw rnd ol 2000 Equally 

onlpottdnt.the complt•tiOn of our m .. rg••r wo!h '>uuth1•rn Nt•w Fnql,md 

T~lt"< (>fnmunr(.•ttOO'I Ml.tbf1\ht'<1 ~Nf T ,,, .1 \OI•(1 ''"' hur tw our 

Aggreulvely expanding our d•ta up•bllltles To rl.'mdon" com 

munoccltouns ondu\1/y ll'adN SI:IC rnu\t 1-..· ,, tJ,otd' Hnmunndlt<>n\ 

lt:,l<h.-r Our 1Q9d d.ltd \.t!fVIct.• rc•v~nut•\ m(rr.1\c-..f U p4~,, t•nt U\'''' 

II.J'tl/ .H dt•mdnd fnt d.H.t ,._.,VII t'\ 'unhnut t h) t"AJ.)oUH1 tpldly 

We rn.tde <nolj()r \trodt'\ on mt~ll119 th.tt tlt'llldlld .ve ontrooucrd 

1ndu\try lt•adon<J h19h SPN'tl Awm1n•·t11t .tl DllJif.ll ~ub\lrtlWr lorw 

IAO\l J )l•rvtc t:\ In ( .tlllutrlld ., fl•· ••hh ... nfft•fHHJ th.11 wtH ph,~•d•· 

( U\tUnWJ\ Wllh Hl\1 h f nh•t IIII«"HU'f .\t. ( t"\'\ ht fll()V\0 tl\lt·ql.th·t.f 



L 

Developing national and In ternational r .. ch. A• th• tl•lt><omrnu"' 

c.won• mdusuy t'VOives. we belrcvc two types of compdnre\ wrll 

t.'merge A small group of full ~vice. glob.ll c .. rners will offer 

customers what lhey mcrccwngly demand- lnle<Jtillf>d wrv•c•·• 

rnclud.ng IO<.cll, long distance. wueles\ .1nd h1gh sl>(•ed dat,, 

communiColiiOns A second.l<lrgl'l group wtll consm of small('!. 

narrowly focused reg1onal provrders SBC Intends to~ d g1uh.11 

com~utor, Only by doing so can we provide thl' finar,c•al r<·tum\ 

you expect well Into the future 

As" result, Wl' decided rn 1998 to exp.tnd our rel>Ourcl's and 

,<'<>g r.lphir reach, gaining size dnd scope to prov1dt our customl'" 

" seamll'sS r.1nge of high-quality services whenever and wht.'ll'vt•r 

they need them Our planned ml'lger wnh Ameutech, whrch h.tl 

recetved overwhelming Jpproval from the shareowners of both 

compdnu~s. Is" crrucal step In this dlrecuon 

Based on both compclmes combrned 1998 revenues, the AmNrtl'< h 

merger w1ll cre.:~te J powerful compt-lllor. With marl' than S4S bollion 

rn ''"''"nues and some 200.000 of the best employffs In our busrntss 

Our wmbrnl'd errrtoues w ill Include the headquartel\ of almost ho~ll 

of the For runt SOO compan•es. and we will have a presence In 20 of 

the top SO markets in t he country. But what really sent his mNger 

a pall 1s the role 1\ pl.:~ys rn our be<:omlng a global compoJny 

Our merged company w1ll move aggr :nively to enter the top 30 

market~ outsrde our combmed territones We plan to prov1dc rt>~l 

d~nt1al and busrn~ss customers In those mMkets With one·JIOil shop 

prnq lor therr tele<ommuniCIIIIOn~ needs. As we build a com~tllrve 

presl'nct• m the noJIIon's top SO mark!'ts, we plan to develop a state 

of thc ·a•t vorce and data network that will carry our customel\' vOICl' 

and data traffic anywhere tn the world Our ,,blllty to do )u" that toot. 

,, nlaJOr \lt•p foow.ud 111 Fpbouary 1999 when we announ(ed an 

.rllr.Hl< ,, woth Wrflitlrtls Communtc.ations lhts agreement gives us 

.Jtct'ss w one of t h(' tndu~try's highest quality data olnd voice 

broadband nrtworks, while enabling us to have a vole~ tn tht• lutult• 

ex~.rn~ron .md dt•velopmPnl o f that n('(work ,Hound th~ needs of 

OUf t UC,IUIIWI\ 

We exp<>ct to complete the Amerlt ech merger In the second half of 

1999. then mov" qurckly to integra te Ameritech's opcrauon1 Into 

SB<, ,l\ wt' drd wtth Po~<ific ff'lt•srs ,,nd arl.' do1ng with SNE1 

Providing long~lsllnce 1ervl<e1. To U.· d trur• h .. • wovrc<" poovrd. r 

SBC mu'l h.lve' tiH· fr,• .. uom tu o lh•r long drstanu· \t'IVICl'tO dll 

our\ .,,.tonu,•r\ ~h· tt·v•·r lht·y llvl~ ur wor"- In t ~lK, W(' rnOvl'd clo\t•r 

to \Nurrn<J that c ·•P·''"''''r t.1 cOiltrnumq :o upt•n our IO<dl m~rk .. tl 

to comtx•tttor\ Anri "'' ,,,.. workrng clos~ly w1lh rt•guiJtors to ga111 

Hl~ll \Upport for OUI tong r1rst.lll(f' l'ntry Whrll• WI! Me drsappernll'd 

th.ll the prou·" 11.11 tdlwll so long our ,llh,l<lfl' \\lith Wrll•drns enwres 

''"'' ,., IOUI> "'• "''' r<·<t'"" rNJu1.ltOrv .tpprov.llto offll'r long d1stanct' 

"'"can mow on•m..clr.Ht•fv co .1dd this c lllrc.!l oHt•llll<J to our ldng..-

of v•rvtt••\ 

SB( t•ntt'•t<d 1'1':1!1 \\IOIHjlv fX'"llorK-d to build \ldiuc fo r our \hdc~ 

uwrw11 with IJ"'~t rYMrkt•h ·)fl••U busrnt•SSl'\ .md .1 provl'n <lbrllty 

to l'~l'<ute our pl~m Ounnq llw yt·.u wt• · ~•p,,ndl'd 1 host> "'"'~ets. 

strr•ngthenNl .JUI hu\1111'\W\ .md t•nho~nt<"<l uur rr·fH•l·IIIOn for 

~uper 1or t'•••c: ut ton 

Morl' lmfhlrtd"' hy rt-ionmr:; uur \lldl<'9'"' o~nd t a~rnc; dt'< 1\lvl' 1teps 

to IM'<.Ome .111 1nt~roltt'<.l wurldwrdt' co11lpN1t0r, "'"diP C)urdong SBC 

toward d tleMiy dellllt'<l uhJ•'< tr••• t,,•c ""'"'IJ "qluba1 ••rH..-rJ)II\t' 

With tht' rC\OUr(t'\ ollld fit• 'ltUIIty tcllol~t ol<lvoUH.IlJt' Of lht• nl0\1 

proml\1119 CJrCrwth opper tunl\rl!\ 

lh<~l 1\ where SBC' lcxu\ ho1s "h"•'Y~ IM·t•ll And, dt~>P ·'" lh" < ho~ngl'> 

i!hl'dd,lhdtiS where 11 .vrfl \ldy Ill\ huolclrlllJ VdiUt' lor OUI 0 "01.'1\ 

w~ wrfl kl:'t'P you rnfornlt'd "' Wt 11\(1\lt• dhl.'old <11 t<)9'9 In tlw 

mNntrllll',tho~nk you lor )''"' contmut'<.l confrdt>nce Jnd support 

~~£/AJL~~ 
Edward E l'vhlldcrt· Jr 

(halrnt<>ll o~nd (hwf ! •t·<ulrvl' (llf« ,., 

rt•bruo~ry 11. 1'199 
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SELECTED FINANCIAL AND OPERATING DATA 

------At ('le<~mb<'r II or IO< tht' ~., f'Od«d 1991 
Finandal Data -------

Oper.JIIng revenue~ $28,777 

$21.891 Operating....:e...;xpe:....;..n...;s....:e....:s _______________ :___..;.__ 

Operaun~ in~e _ ----------------$ 6,886 

lntere~t expense $ 993 
--~~------------------------~qulty In net income of af'iliates $ 236 

Income taxes s 2,306 

Income from continuing operation• before 
extraordinary lonand cumulatlw effect of 

s 4,068 acco~ .,Jng changH' 

Net Income (lou) 
============~=========== 

s 4,023 

Eamlng1 per common •hare: 
Income from continuing operation• before 

extraordinary lou and cumulatJve effect of 

_accountlng,_c_h_a_n~g:.."--'---------
Net Income (lou) 

Earnings per common share - Auumlng Dilution: 
Income from continuing operatlonJ before 

extraordinary loss :1nd cumulatlw effect of 
~counting changes' 

Net Income (lou) 
=======-===...;: 

s 2.08 

s 2.06 

s 2.05 

s 2.03 

$45,066 

$11,612 Long tt'rmde_b_t __________________________________ .;__~-----

Constructton and capital expenditures 

Fret! cash now' 

D1vidends dec!<~ red per common shar~' 

Booli. v.1lue per common share 

R<1t1o of earn~ngs to Oxed charges 

Debt rat10 

We1ghted Average Common Shares 
_ Out~~~1ng (000,000) 

Wr1ghted A11erage Common Sh.sre$ 
Ouut.sndlng With D•luuon (000,000) 

End of Pe11od Common Shares 
Outstar•d•ng (000,000) 

Operating Data 

Nelwork <lCCrH line~ In service (000) 

AcceH minult!~ of use (000,000) 

Wueless customers (000) 

Number of employee~ 

s 5,927 

s 2,454 

s 0.935 

s 6.52 

5.89 

4a.86'11. 

1,957 

1,984 

1,959 

37,252 

148,560 

6,151 

129,850 

19971 19% 19'1~ -------
$26.681 

523,103 

s 3,578 

s 1,043 

$ 201 

s 984 

s 1.674 

s 1,674 

$ 086 

$ 0 .86 

s 085 

s 085 

$25.202 

s 18.976 --
s 6.226 ---s 901 

$ 207 

s },070 

s 3.387 

s 3477 

S I 73 

S I /I! 

s 17} 

s 177 ---- ----
$44,836 S42,057 
$13.176 512,100 ----s 6.230 < 5.855 

s 1,3(16 s 2,046 

s 0895 s 0 .86 
---

s 5.38 s 5.22 

2.77 5.22 

s 7 07'1, 5683''1> 

1,945 1,956 

1,962 1,961 

1,954 1.942 

35 711 34.003 

139.410 128.71() 

s.·J~ 1 4.827 

128.100 119.210 

S2 3,356 

s 1 7,87!1 

s 5,4711 

s 1,043 

s 1]0 

s I 63} 

s 3,132 

s (3.5771 

s 1.60 

S (I 83) 

s 160 

' - II 821 ---------
$40,361 

S I 1.~'.11 

s 4,719 

s 2.57} 

s 0.825 
( 4 50 

5 I } 

6304'11> 

1.955 

1,9111 

1,%0 

31,18'• 

I!J,I\/4 

!.99\ 

117,26() 

199-1 

S22 555 

s 17,216 

s 5.339 

s 1,010 

s 226 

s 1575 

s },962 

s 2.985 
-

S I 53 

s \.54 

s 153 

s I 54 

S49.525 

~11.698 -s 4.262 

s 3,058 

s 0 79 

s 7 36 

499 

41171 'to 

1,936 

1,940 

1.952 

II 17 3 

100,1100 

l.l 58 

110,140 
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MAN AG EMENT ' S DI SCUSSION AN D ANA LYS IS OF 
FINA t, CIAL COND ITION AND RE SULTS OF OPERATION S 

SBC Communications Inc. (SBCl1s a holding company wnose 
subsidiaries and affiliates operate predominantly In the commu 
nications services Industry. SBC'!, substdianM anJ affiliates 
provide landline and wireiMs telecommunications serv••es as 
well as equipment and directory adventsing both domestically 
and worldwide. 

The consolidated financial rMultS reflect SBC"s mergers With 
Southern New England Telecommunications C()(pofatlon (SNEll In 
1998 and Pacific Telesis Group (PAQ In 1997 as poohng of Interests 
(see Nott' 2 of Notes to Consolidated Financial Statemenh) 

SBCs prlr1Cipal wire line subsidiaries are Southwestern 114!11 
TeiPphone Company (SWBell), providing telecommunications 
services in Texas, Missouri, Oklahoma, Kansas and Arkansas 

RE SU LTS OF OP ERATION S 

Summary 

(five state area l. Pac1f1c Bell (Pacllell. wh1ch also "'dudes 
Pacific Belllnformallon St'IVICe l). n,e Southern Nev. England 
Telephone Company t5N£1el) and Nevadcl Bell I<OIIeCIIvely 
referred to as the Tele phone CompdnlesJ sees proncipai Wifeless 
subs1d1anes are Southwestern 8l'll Mobile Sys tems. Inc. (Mobile 
Systems). Pac•fl< Bell Mobile Serv1ces IPBMS) and SNET Cellular. 
hK SBCs pnnc1p.ll d11ectory subsidiaries are Southwestern Bell 
Yellow Pages. Inc (SWBYP), P.tclfic 8<•11 Olrt>ctory IP8 Directory) 
and SNET lnforrn.ltlon ~erv1ce).lnc The Telephone Compan•es a •e 

wbjec t to regulauon by each of th e states 111 whtch they operolh' 
anti by the Feder111 Communlcauom Comn11HIOI\ trco 

lh1s dt!>CU\SIOn sho uld be rt!dd 111 conJunet•on with ihl' 
conso lidc!led flndn<Ml srawments dnd the clcco mpanyong notes 

Financial results, Including percentage change~ from the pnor year. are ~ummallled a, follows 

Operating revenues 
Operd!lng exren\es 
Income beft'll r•lr,,ordondry loss and 

cumulatrve effect or accout~l tng change 
Extraorrltnary los\ 
CumulctUVt.· effect of ..,rrnurolllllJ lh~tngc 

Netmcome 

- --

In 19913 and 1996, sac reflected a cumulative e ffect or accounting 
change related to accounting for directory revenuei a nd e~;>(!nses 
(see Note 1 of Notes to Consolidated Firn~ncial Sta temen ts) .ln 1998. 
SIK incurred an extraordinary lou related to the early retut!menr of 
debr at Pacl~ell (see Note 10 of Notei to Consoltdatt!d F1r.3nCial 
Statements). 

Rewl••. for 1998 tlnd 1997 also 111 de several Items thar SI.J ~ 
normalizes for management purp·J~· For 1998, no1mahzing Items 
included S219 of gains on sales o l t>-rtain non-core businesses, 
pnnc1pally the required disposition of SBC's lntert'St In Mob1le 
Telephone Networks (MTN), a South African national ct.>llular 
companv. due to SBC's investmfflt m Telkom SA Limited (Telkom). 
and S 268 of charges related to strategic Initiatives resulung from 
the merger In tegration process with SNET. For 1997, normalizing 
items Included S 1,899 of costs related to nrategk Initiatives 
resulting from the mt.>rger inte<Jratlon proeMs with PAC, the lmp.•<t 
ot several wcond quarter 1997 regulat ry rulings and ch,uges 
for ongotng merger Integration costs(~ Note 2 of Notes to 
Consoltda ted F1'1ancial Statements for further d iscussion of 
merger mte<Jrallon costs), as well as $33 or gain on the sale of the 
Telephone Comp..tn •es' intert!SU In a..-11 Communications Re~arch. 

Inc. (Bcllcore) and S90 of first quartt'r 1997 senlement gain a t PAC 
auoc•o~ted with lump·sum pensiOn payments that exceeded the 
projected service and interest costs for 1996 retiremen ts. 
Collectively these 1tems decreaStd Income bef()(e eJCtraordlnary 

h·rt o•nl ( lun'J<' 

1998 .... 19'17"' 
1998 1.>?7 1 ~1(, 1997 199(, 

s2a.1n S16,68 1 S1S.202 7.9'10. 
s """' Sl1,1191 SJJ.t03 s 18,976 (S.l )'IO. 21 , .,, 

$ 

$ 

s 
$ 

4,068 s 1.6/4 s Hill 
(60) 

15 s 90 
4,023 s 1,674 s 3 4 77 

- --
loss and c• r mul.!t1v~ etfe<:t o l a<lOUntmg change by S49 dno 
S 1.776m 1998 and 1997 Excluding th(>SE ttem~ 1998incomE< 
before extraordinary loss and cumulative effec t of accountmg 
change would h.IVi.' bt't'n ~4. I I 7 or 19 3'1b h1ght•r 1 han 1997 earn 
1ng\ of S 1 "~0 The corre\pond ''J diluted p<•r ~h.trt' o~mount\ 

would be S.i.L- J J8. or I h .l.., hr')hcrlhan S I 76 m 19()7 

Exclud•ng these items. the 199& 1nc1easc in income befOte extr d 

()(donary los~ o~nd cumulaiiVI' dfect of accounltng change wds due 
ptlmartty to bfood bolsed growth Ill dl'fTidnd lor sec·~ Wueltne. 
Wucles\ and Dirt:'< tory Opt!ratiOtll Rf.'\ula (()( 1•)98 also rl.fk'< t 

reduced dolutiOtl frOtn Personal CornmuniC.ltlom Serv•ces !PCSI oper 
d\IOm 1n Cahfomi<l dnd Nevdda Dl'rnand growt!1 wa~ o~lso rtw puma!"\ 
fa<10t contnbullny to the 1997 incrco~scs. part~o~lty offset by a hogh 
le'V'l'l of C)tpenses fOf thl' tntroduclion of PC') '" Caltf<>< n•.t .u)(J N4.ov.:~d<l 

S~ment Reaulh 
SOC hoH four reportc~ble segments Wtr~hne ''>'~reless. Du ctory 
and Other The Wlrt.>ltne segment prov1des landltne telecommun1 
Cdtions serv1ces. including loc.li. network o~cet·s1 ,, ,,d lo ng d 1 sto~nce 

\NV•Ce\, messaging c1nd lntt!lllet 'l'' 11ces .md '''" ' c u 11 umet 
premtse and private bullllt'H t•• r hangl' l'qu tpmt•nt I he Wtrelen 
segment provides wireleH telt•communicalions serv•ces mclud 
mg local clnd long dostance servtees. and sells w11 e!e H eQUipment 
The D11eetory segmtnt sells advt>tl o> lng for o~nd pul.lhco~llt.>n ul 
yellow po~ge s 11 11d whit!' P<lll"' dorr<toiii'S .111d t•lo·cHOIIIl puhlhh 
ong Tht• O tlwr '"9nlt'nt lnrludo•\ •.!I I lll{l' llloliiOnollinvt•<tmt•nts 



and other domestic operating sub~tanes. {See Note 9 of Note\ to 
Consolidated Ananclal Statements.) 

sac evaluates performance of these segments based on 
mcome before income taxes, adjusted for normahztng Item\ 
Normalizing Items for 199a and 1997 are deswbed atove 
There were no normalizing items for 1996. 

Collectively, these normallz.ingltems had the eHect of reduc 
tng operating revenues in 199a and 1997 by sa and S 1aa ann 

Operating R• venu•s 

tn<r<•as•ng operdtlnCJ e• penses on 199a and 1997 by 5422 
and $2,!>50 as well .1\ .t lf('CIIng non·operdttng u1cr-nt' and 
expenses II all of the normahzmgllems wert• •ncluded on the11 
respecllve W9mt.'nt\.thc• t•ffect would be to rncrec1w (r«XluceJ edch 
segmenr's tncome bl'lort• tncomr• tdx m 199a a no 1997 c~s follow.. 
WrrehnE' S!306J .tnd S(}.007J. Wul'lt>~s St491 .u1d SOOOJ. Dorectory 
s ·l ctnd SI7Sl olnd Otht•r S268 dnd w Tht• followong secuom Will 
dtkU\\ 58(\ OJWr.rtoon\ e.lldudmg theu• normo~hzong rtem\ 

FollowlnCJ are SBCs normalized operating r!'venues oncludong segment totals c1nd percf'nt.JC)t.' ch.1nge\ Iron· the pnor year (reductoons of 
sa '" 1998 and S 188 In 1997 are excluded) 

------------------------------
Wuehne 
Wrreless 
Dirt'< tory 
Other 
(orporo~te, adju\tments & eltmlnttlom 

--- ---------
Totdl Normalized Operating Revenues 

Wirelln1 

1991 1·~~· 

$22.2 10 5209}b 
4.185 1.6'11 
2,)93 1166 

85 S7 

(88) 1911 
- --
S28,71S S16.8~>9 

r('u rn1 Ctwnqf> 

1998v. 199/ V\ 

1"116 1997 19'1() 

S19CJ1'1 6. 1'1oo 51'~. 

l.lll I 3. 2 17.9 
l . l4~ 4.7 (.)() 

43 411.1 326 
14]) (ll.l l 

SJU07 7, 1, 6.6'' 

W1rehne operat.ng revenues Increased S 1,284, or 6.1 G,, tn 1998 .1nd S 1,00 I, or S. 1,, m 1997 (nmJ)Onent ~ of V. .reline oper al!ng rt•vtmues. 
mcludlng percen t <~ge cho~nges from the prior year. are a) follows 

lO<.JJ \l'rVICI' 
Nt•twork d(Ct'H 

lntt.'l\' .lie 

Intrastate 
Long dtStdnce ~rvlce 
OthN ---------

Lcxal S«vlce revenues Increased S 720. or 6.9'lb,tn 1998 .tnd 
S921, or 9 7%. tn 1997 due prlmanly to lncruses In demand which 
totaled S6S6 .md S 7991n 1998 ,tnd 1997, Including if'(reases In 
c1cceH Iones cJnd vertical serviCeS revenu('i. The number of access 
lines tncreaStd by 4.3"" and 5.1% In 19?8 and 1997 Approlllmately 
40% and 31 c;. of access line growth In 1998 and 1997 was due to 
~les of c1ddiuonal acceH lines to exlsti119 res•dentlal customers In 
both years. approximately 46% of tilt' 11ccess line growth was tn 
lolllforma dnd 32'11> w.n 1n Texas. Access lines In Texas and Calrforma 
Jcce>unt for approximately 75'111 of the Tel('f'hone Companies 
access ltnes Vertkal serv1ce~ rl'Venues. which lndude custom Co!ll 
ong OPIIOM. Caller 10, voice mail and other enhanced serviCes. 
tncreased by .!pproxlrn.~tely 2~ on both years .Jnd totaled apptOl(l 
mo1tely S 1,891 and S 1.S821n 1998 and 1997. 

Addrttonally,local serv1ce revenues lncre.Jsed as " result of 
several regulatOry act tons that also had the effect of decreolslng 
one or more otherty~s of operat ng tl'V..-nues In 1998 oo1nd 11J97. 

f "'" rru 'h..trtqC' 

1998 .... 19'/1 V\ 

1991 IW/ IY'XI 1997 1996 

S11 , 1S4 s 10.434 s 9.Sll 6. 9"1. 9~ 

4,612 4,494 4 1~4 :u 31 
1,917 1,/1&1 I .II~ I 1.8 1 8 
2,35) 1.351 ].~) J 0.1 II> 81 
2. 174 1,763 1.678 23.3 S I --

$22.2 10 S10.926 s 19.91'1 6. 1'11. s 1''1.• 

h•<Jpr.tl p.ryphonc n-gul,ll1011, •nttoductoon or ~xtendt>d dl('3 ~t'l 

VIC(' pl.m~ and lht> IntroductiOn or the (dlt iOf!llcl High Co~t Fund 
((HCf8) collecttvely lnCIC<l~t>d IOtdl Wti/ICt' tt'Vl'nut'~ bv ~ppro)o 
mately S 1 S7 and S111, and dec•<'•Hl'd toner <.1<\14 •tt• rt•vt•nut• by 
approxom.tto•ly $~ 3 •lnd S 11/ lnh•f\t,lh' rwtvvurk olt(t.'~\ f('Vt'r!Ul' by 
520 ,u11f S'> l tnltoi\t.lto· rw tworl. dU l'\\ rt>vt•nue by .tpproxtmat ·ly 
$}4 dllrl Slb and other opero~tong rcvt>nue by .Jpproxomately S 7 

o~nd SO The net efftct on Wueltne operiltlf19 reV<-nue wd\ otn 
tncre<lse of SSJ and SIS tn 1998 o~nd 1q97 lhc (,,J,fornta Publo< 
U111illes CommiHion ((PUC) ha\ stalt>d tho~tlhe CHCFElt> ontendt>d 
to dtoectly \Ub\tdlll' tht' provosron of~<'''"' e to htgh co\1 ar('oiS o~nd 
allow P.Jc8ell to >ct compelltovt• rate\ fm other serviCes 

Thew oncreases In loco~ I H'rVtle rc"t'IIUI.'S were pdrttdlly oH\et 
b; decre.ucs of approxomately S4 3 o~nd S 18 rt•sulllnq front t c•llula• 
tnterconnt'cttOn rat!' rt.'Cimtlon' m I•NH .u•d 19<)7 R.ur• 
rt•ductoofl\ undt•o lPUC ptiCl' c.1p oodr" ,tl~o ll•duu·d 1997 

ltl<·'' \f•rvtc<· r!'Vt·nut·~ by approxtmatt'ly SS6 

"'f I 
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Networit Acc.u lnterstat~ rn!twork lKc~u r~v~nue~ 

lncr~a~ S 118,or 2.6,.,.tn 1998 •nd S 1~.or J 2it.. tn 1997 dut• 

largt'ly to tncrea~e~ in (femand for acce1s servtce~ by tnterex 

change carrters, and growth In rev~nues from ~nd user ch.,rges 

attributable to an lncreasmg acceu line bas~. which collecti~ly 

resulted In an •ncrease of approxlmttely S~20 ond Sl61 In 1998 

and 1997 Parttally off\4!ttlng thtse l ncrus~s werl.' the effe<ts of 

rate reductions of approx1mat~ly S 189 In 1998 and S 120 In 1 'N7 

related to the FCCs productivity factor adju\lmt'nl. •<<f'H rrform 

and ottwr chanQrs And r('9ul"ory shtlt' rt'l"ed to payphont' 

dl'rriJul•uon o l approximately S20 and SS3 as noted In local 

St'rvtCt' above.AddltrONl decrea~ in 1998 totaling <1pprox1 

m<~tt>ly S 76 resulted from an lncretse in un rversal service fund nt't 

p~~• Mnts rmplemented In the fim qutrter of 1998 that excl't'dt'd 

thl' 1997 net payments of long-term supportwhkh were 

des;gned to subsidize untversal servtee The net federal universal 

fund pJyments and receipts wtll ~ ex~nous factors In futur~ 

feder.sl price cap fihngs.lnterstate n~twork access revt'nuPs tn 

1997 also had a net de<rease of approxlmattly S~2 due to the 

reversal of 1996 revenue sharing tnd propos~ 1996 t,JIIff 

de< rust' ~stlmates at th~ T~l~phone Compam~s 

lntr•state network acc~ss r~venu~s incr~.ued S33 tn both 

1998 and 1997,du~ larg~ly to increa~ In demand tot•hng 

approx1matt'ly S ··hnd S 121 tn 1998 and 1997. tncludtng usage 

by alternclllve 1ntraLATA toll C<lrriefs Thew lncre,ues In 1998 .tnd 

1997 wt>re p.trrrally offset by stat~ rt'9ulat0fy rate reductrom at 

Pc~cB«-11 c~nd SWBelltotahng clpprox1m•t~ly S23 •nd SSO and the 

effects of t'le CHCFB descrtbecl a~ In loul serviCe totaling 

approxtmcllely S24 and S26 

Wireless 

Long Oluance Service revt•nut'\ ""t'll' tt•I,JIIVI'Iy un<h,mqo·d 

on 1998 Jnd dec tt'd\l.'d dppro• ·matl'ly S I n. 01 r, II"" 111 19? I 

Long dostanct· wrv•<•· rrvenue\ dt•<ll'dWd dut· tuthco rlfi'Ct of tho 

r~ulcJtC'ry shrhs d•\cus~ tn loul \ervocr ,,lxlvt• of .1ppro•1 

matrly S~l and S 11 7 tn 1998 and 1997 rt'hlt•d ''' '"" ( HO H. 
ontroduc liOn of t••t<·nclt•d <1rr,1 \I'"''' r pl.;ol\ ·•"tf II·') phurw 

dNI'IjUinll<lft prtto• 1 <11111><'11111111 hum .llll'lll.tll\11 llllldl AlA tOll (~I 

,,.,, of ••PIIIIl•ltn.ttt•ly S4l "'"' S 100'" 19')!1.tnt.l I 'J'JI .st SWBell 
,,n,J SN[ Tt•l and rl'<}ul.ttory rate reductoom of .Jpprmlll\.lll'ly S34 

on 1997 The~t> dt'<rt'ase~ Wt're ofuct •n 19911 ,md ll.lrt•.slly offsrtrr> 

1997 by r~vt'nut'S from 1ncreasf'd toll mt'S\ol\11'\ '"''' c!o•n1.1nd .,, 
Pac:B«olltotalrng .Jpp<o>rm.tt<'ly ~48 .and S4 S 1n 19'J!I .mt.l 1997 and 

•nett'<l\('(J CU\IOrt'K'I ffii<JicltoOn tO ~N[T All 0.\tcl11(t'0 , oln •ntt:r\ldll' 

.tnd ontr.t\l.tte toll ser.,ce. of app•o•omately S20 .1nc S41 on 1998 

and 1997 In addtuon, r~t'nue\ on 1998 tn< rt•.nl'd by c~ppro<~mately 

S22 due 10 thr ntol t•fft'Ct of r('()ulatory rlltt• ordo•rs .1nd locdl 

t•xchanqto '""'"' btlhng wtllt'ments 
Other op.-r.tltiHJ tt•vt'llll<'\ rr>crt'oiWd S•111. or 2J J• ... •n 1998 

.snd SRS or S I'•• m IIJ97 dut• prtmarlly 10 oncrt•awd \ilft•s from 

nonr('()ulatt'd produCis and .ervl(l'\ at lht' Telt·phon<• Comp3nte\ 

totaling t~ppro•tmartoly S20t .snd sn'" 1'1'lti dnd t'NI rrlcrt•<~st'd 

equtpmt'nl \olles u thr h·lc•phone (omp.lllil'\ ol olppro>tn>.Jtcly 

S91.tnd S6 1n 199ti.Jnd 1997 .tnd rt•vt·nut'\ hum nrw bu\tnt.'\\ 

'"''' .. '~t'\, ptrmdrtly Internet ser ~rott's.lol •long o~pproa~m,urly 

Sll •nd S39 on 1998 .lnd 1997 In add1110n nt·l pJynwnl\ lor \t.ltf' 

unoversdl fu nd\ of c1ppr:>• mJtel-,. SIS on 19'JH contllhUh'(l to lht' 

incrt·.t\t' Tht' ,c• 1nc It'd\''\ ""''"' p.sllrdlly olfwt "' I '1911 by olppw•• 

mJtely S/ rt•loltt•d tO lht• (H(FB.d.\lU\Wd lit loc.sf WIVIll' olhOvt' 

W11eleS\ operating rev.-n\11!'1 increa~ed S488,or 13 29b,ln 1998 and SSbO or I? 9'11-, tn 199/ Compont•nl\ uf W11o•h•" "l>'''·'''"ll tt·vo•nut'\ 

lnclud•ng percentage changes from the pnor yur, are as follows 

Sub\~ubfor 

Ot~r 

Tot.tl W•relrn 
- - -----

-- -
SubJCrllar revtnues conmt or wireless local strvice and 

long dtstance Wireltss subscrt~r revenues Increased S~ 11 , or 

12.2Clo,ln 1998 and S46S. or 16%,1n 1997 du~ primartly to Qrowth 

tn the number or customers or 15 1% and 23.311. par"""~' off~tot 

by decllnt's 1n dvt•r.Jgt revenut' per cullomer. lncreau~s In 1997 

Wlll'lrH \UbH 11bt-r revenues of approximately S 103 also resulted 

from the mtroduct•on of PCS operations 1n L.1hforn~a, Nevadol•nd 

Oklahoma At Decem~r 31 i998. sac had 5.924.000 traduoonal 

'A r, t I 

~ rl( f"tll { h.H\•)t" 

'"lvt lfl"l" "' 

1HI 1-Nr .. ,...,, '"7 , ,.~ 

Sl,71l SJ Ill $) ,,..,, 12.l, I c. 00... 

40l tJS no H .1 oil l 

S4,11S Sl.b?l Hilt ll.l, 11'1' 

Cellular (\1\IIIITII'I\ 81,000 ft"\ollt• (ll\1111111'" oiiHI II•ill ()()O 1' \ 

lUSIOmc•r\ At llooft•ml '' II I')'} I, '>II( lt,uf '> 't)h OtlO llollllhUIIJI 

tt"lluiAI t mlumrl\ r.o llOO H'\.tlt' (U\tornc•t\ 11nd J6~.00C. 

P( S CU\Il ffit'r\ 

Other wut•h.•H rt•venues tncrr.t\c•d S 1 I •11 ) J /''V "' I '1"1/i o!'>d 

S9S. or 41 3%. 1n I '197 dut prtmMily to'"' It'""'' "' ''ll"'l""""l 
rt'Vl'nur .JIII•bul.tblr 10 gr(lNth 111 tlw numlll'r ol tu\ lor lt'l\ and 

((tn~rri\IOn tv <lrrj•t.ll coqu•pnwnt 



Dlr•ctory 
Directory operc1ung revenue~ 1ncre1!.ed S 107, or 4.7'1b,in 1998 c1nd S 141 or 6 6'• 1n 1997 Oul'(tory opero~ung 11'\f'rtUt'\. 111Ciud1n9 
JNrC:t'ntolgf.' changrs from the prior ~a1,11e IS follows: 

1991 

Pru coni Ch•ng~ 

1991 ., 

1.,7 

~ ~-

1991 •• 
19% ------------------------------------------ 1997 

52.186 Totdl Olr<'ctorv 

Dlfectory operc111ng rrvenu~ lncre•!.ed In 1998 due m•unly to 
1ncrea!.ed demal'ld.mcludmg benefits from ll'lfl~r imtllu~s 
Also contn ... utmg to the 1ncrea~ was lpproxtiT\Itely S 17 from 
d1re<torv rrschrduhng from thr f1rst quarter of 1999mto the 

Operating ExpeniiH 

$2,)93 S1.14~ 47-. 66'+. 

fourth qulrter of 1998 01rectory 1dvertiSinljl ri'VI'OUl'S mcru!.ed 
m 199 7 due mAinly to mcru!.ed demand 1nd thr publication of 
dllectOIII'S 1n 1997 th.tt wrrr not pvbloshi'<J on t'I'Xl dvr to 
rt'scheduhnljl 

Followmg are SBC ·s normalized operatifl9 ex pen~. iocludlfl9 percentage ch1nges from the pnor year l.)ddollons or S42' 1n 1998 .tnd 
SV>!iO 1n 1997 are excluded)· 

l'rtl rnt ( ~'~•"9~ 

1991•• 1997"' 
1991 1997 19% 1997 19',o6 ---------------------------------OperciUOM o~nd sJppon 

WurhnP 
Wtrl'len 
Oul'Ctory 
Other 
Corporclle, adJustments & ellmlnatlom 

lotal operauon~ •nd support 
Dt•prt'co.ttoon clnd tlmorttuuon' 

Total No1mal1•(•d Opera tong Expenses 

Wire/1M Upnauom and support expens.s lncre1!.ed S420.or 
34-. 1n 1998and 5827 or 7.l'lb.m 19971ncreas.sfor 1998 
1nclude com of approximately S262 re"ted to Pl<>gr~s In the 
merger 1mplementatoon proceu lncludlfl9 centriiiZJfl9 suppon 
funcuons and other merger 1not1ali~S at S~li1nd P.te~l 
OHsetung the~ 1ncrt•ued co~ts were reductiOns in 1998 
promartly related to reahuuon of merger ln111a11ve be~1ts that 
tOtclk-d clpprO•Im~tely S317 The~ reductoons Included ~r 
u~e of contrclCt labor, primarily at PJCS.II, ~r costs assooated 
w1th cu\tOml.'r number portability and reduced re~arch and 
dt'velop1Tot'nt costs Opcratlom and suppon e•pemt' also 
lncrNS('d In 1998 due to cosu usoct.trd with reclproul comper. 
wuon for the termol\cltlon of Internet traffK ol approximately S 136 
at the Telephone Compan~es (see "fed,.ral Rt-gu"tlon•for funher 
d1scuu•on about rec1proul compensation).lncrea!.ed e .... pen~ m 
1998 of appro01mately 5S!i re~trd to~ bullnns lnlliatlvn. 
pwnc~r~ly VO~te mt~ll.lnternetlonQ d1stance and C.llbi~ . AdchtiOt\dl 

cosu m 1998 totclllng c~ppro•1mately S 172 relclted to 1ncrea!.ed 
wages c1nd wlar1es. benefits. materials and right to u~ fHS.. 
Compausons to 1997 are also lmp..cted by the a~nce oft~ 
r<>Coqnluon of 1997 pc.>mlon wttlrment g•lns rt'l.lltinljl to 1997 
r<·tiii'<'S c11ter thl· mt•riJt•r wllh PAC totaling dpproxlmateiy 5136 

S12,711 512.2?1 511 ,464 ) .4-. 71:..0 
2.786 2.610 1,99<1 6.7 309 
1,227 1.230 1,159 IO • .ll 61 

152 93 46 63.4 
13631 13681 1153) 11.41 

16,511 1~.8~() 14,SIO .. 1 '13 
4,956 4,697 4,4()6 s.s 5} -

$21,469 520.S!>J s 18,976 4 .5-. 8l'lb 
--

lncru~co~ 1n 1997 Include costs 101 w 19t-s. ~lc111es. bC'neflls . 
sales comm1moru and contract labor tot.,hng clpproxtmately 
S327 lncrea~s 1n 1997also 1nclude co~t~ .usocw•rd w1th 
customer number portlbohty after the merger w1th PAC, ontercon· 
nt>Cuon. othrr 1egulatory mandated nrtworlt. rnh•nct-menu c1nd 
mater~ctls of otpproXImatt-ly 5414 lnoe.sed l'Xf>t'nse~ In 1997 of 
approa1matPiy 5 I !16 related to new bus1neu 1n1t1411~es. promauly 
voice ma1l.lnternet.long distance and c•blt lhest 1n<reases were 
partially off~t't by a reductton related to tht rt'CO<)I'IIIIon of 
pem1on ~t'ttlement 941n•. doscvsS4.'d c1bovl.' 

Wtrtltu Wut'lt'U t'apt'n~s lncrea~ecl 51/6. or 6 , . ..,,In 1998 <1nd 
5616. or lQ ~In 1997 due prlmauly to growth 1n the number of 
customers 4nd 1ncre1!.ed equipment sales The large 1ncruse 1n 
1997 expen\#'S 1nci~ approximately SJ62 ot exf)tn~s from the 
mtroductoon of PCS opt'fatoons These •ncreaw-~ w.-rl' paruo~lly 
off~t by decreased customer c~cquo\1!1on <OIH ol 11~ 4nd 4 '1,o 1n 
IQ9A ant!IQ97 

Dlft'Ciory Otrectory txpen~ remc~1ned r('lcllllo't'ly unchanged 
1n 1998 as lowl'l cosn resulting from tht' mer orr mttqratton 
procen.lncludlng derreclst'<ll'mployl'e rel.l!t'd cous. wt ·e offset 
by expemt's fromu1crr~sed drmc111d .111d tllrrt t<>'Y lto\dwdullnq 
Ul\( un~d m d111•<tory opl.'1•.111•9 lt'vt•nul' dUuvt• Dlr1•1 tory 

, '"' ' 
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expenses oncreased on 1997 due ma1nly to tncrea~ demant. and 
the pubhcatoon of dore<tones in 1997 that were not published on 
1996 due to r«>schedultng 

Depreciation and Amortization t:xpense IS pnmanly tn 
the W1rehne and Wireless segments In total, depreetatton and 
amorttz.Jtton Increased S259, or 5.5'1t>,ln 1998 due prlmanly to 
tncre.tsed deprec1a110n expense of S201 1n the Wuehne st>gment 
c~nd S41 on the Wueles! segment resulting from overall h1gher 
pl.tnt te~els The mcre.tse 1n 1998 wu ~rti.JIIy ofhet by r~uced 
depreCidtlon dt PacBellrelated to analog swuchmg eqUipment 
of S42 Total depreciation and amortization incru~ S231, or 
S 2'!t • 1997 The 1ncrease was d•Je to me rea sed deprl'<tallon 
t••p«>nw of S 19 3 1n the Wirehne st9ment 'nd S 14 l on the Wut•lt.'H 
H·gmt•nt rl.'sultong from over.JII higher plant l~eh The W1retess 
mcret1se was due p11marily to the launch of PCS operations 
Reduced depreciation of S 107 at PacBell rtlated to analog 
sw1tch1ng equ1pment ~rtlally offset the tncreasf' 

ln te rut Ellpen se on a consolidated basis for 1998 decreased 
by SSO. or 4 8~.1n 1998 and 1ncrea~ by S 14 2,01 1 S.8'!tl,ln 1997 
ln tett!St expense for 1998 Includes S3 of one·t lme charges for 
SNET merg<'r c~pproval cost s and 1997 Includes S27 assoc1ated 
w1th one lime chMges. prtm.Jrtly interest on the PAC merger· 
dpprov.tl CO\ I Excludmg these charges,lntNest expenst- foe 
1998 OI·Crl.'dH :l S26. or 2.6'11>. and tncrea~ S liS, or 12.8q;,, for 
1997.1he 1998 decrec~se was due primartly to reducuons on Inter · 
est expt'n·~ resulttng from l~r average debt r .. vels and lower 
we1ghwd average interest rates, partially ofhet by lowt'r capital 
1/ollion of mterest du11ng construction The 1997 Incrust was due 
prtmartly to 1ncreased average debt levels 

Equity In Net In come of Affiliates Increased 535 in 1998 and 
decrec1~ed 56 1n 1997 The 1998 lncr~>ase rl.'fleca 1ncrea~ed equity 
1n net mcome of 578 from sees Investment In Tel~fonos dl' 
Ml!xoco. SA de C V (Telmex). Mex1co·s nat1onaltelt'Commun1 
colllons ~ompo~ny, SBC's May 1997 mvestmcnt tn Trlkom and 
SBC's wtreless operations. Also contnbullng to the mcrease werl' 
lo.-.er losses re\ulung from reduced onvolvement In Tete-TV Thest.
lncre.•ws were partially offset by a reductton of SS3 m controbu 
11on fro"' •nvestmentS tn Swltzl'rland. Fro~ nee and 1\racl. pomaoly 
rl'sultrnCJ from exjJendllures on tony distance and w11eless 1n 
Swotzerldnrl o~nd long distance 1n France o~nd Israel 

Tht> 1997 decrease reflects dt'Crl'ased t•qulty In net oncome o f 
549 from Telmex This lower tncom. resulted from the change 1n 
the fun< 11onal currency used by SBC to record 1ts Interest 1n 
l!•lmt>x frorn the peso to the U.S. doll~r beginning In I 997 and 
see:. rt'duced ownersh1p percentage after the sale of Telmex L 
shares Rt•sults also reflect preoperat1n11 expenses of 532 1n 
severdllnternoltlonat ln>estme'lts. 1nclud1ng lonq diUancP 1n 
f rdnco• ~wot1rrland dnd Israel •nd Ct•llul<lr rommumc.toom on 
t,uw.uo .ond dN rt•.Jwd contrlbutoon of S I J from S8C's Wtrl•less 
"l~l<ltoCHI\ Thl'H'1l'<reo~ses ~re maonly offSf't by equ1ty m net 
oncoml' of sse from Tt•lkom and S271n lower lOUt'S from Tele-TV 

SBC's t'Jrn1ngs from foreign afflh.stes w1ll conunue to ~ 
genero~lly H'n\lllvl.' to exchanl)~ tilll' (holngl's lilt hi' \ 'alvl' of tht' 
rl'spectovt• loco~l currc·ncles. SBC's foreign tnvl•stmenl\ .,e 
rl·rordt•d undrr U.S £ll'nerally dccepted c~ccountong pnnctplt>s. 

''~I tO 

whiCh rncludo• ld)U\Iment\ lor the purcho1w ml'lhod of .tccount 

'''9 o~nd excludl' '''"·"" .!dJustmt•nts rt'QUtrl·d lor h.x II 11•portong 
on spt•CifiC count11es. such as mflat1on .)djustmenh 

Othe r Income (bpenul- Net for 1998 o1nd t•/97 1ncludes 
dmOung that 58C moJndgement notmolhl!'d for II'VII'I'ItflCJ rt•sultS 
Normallllnq .tmounts for 1998 1ncludl• S 3~8 on g<~oros on lht• sull 
ol n('f' (01(• busonesws. prom.uoly t ho· rt·Quurd dospoSiliOII of SBC \ 
lntert•st In MTN .snd tlw sale of SSe M~o~ Vl.'nturt·s Inc 1~.-ndmg 

from the pttor yco1r Amounts for 199/ rl'fll'<t gaom of S~·11rc.m 
tht• sale of SBCs ln terc•\ts 1n Bl.'llcore dnd Sll1n H•cond qu.u ter 
chJrgt•~ reloltM I l SBC \llolh.'lj•C omtodllvt'\. promaroly """''' 'h of 
nonop<'ldlln!J pl.orll Ahwnt tht'\1' olt·m~. otht·r '"' Unll' (l'•r>t•nsel 
lor l'J'JI! 19'1/.tntl I'I'Jb v.ds St II Jl. S!IOOJ o~nd Slho 

Du11n9 1998, sevt•r.tl Off\l'ttong trdOS.lCliOns mop.:lctt·d other 
111conw ~nd expense conwbutong 10 tlw normahll'd mcreJ\e ol 
net othr·r l'•pt'n~t· of s 13 sse lt'(O<)niZt.'d othl'r I.'AfWO\t• of Sl37 
rt•ldll'd to ,JO llllpolllll\l'lll Of .tn 111h IOdliOnoll H\III'Urllt•nt ,tnd 
onvcstmt•nts 1n (l•rta1n Yoorl'll'ss ti.'ChnoiO<Jit:\. p11m.1tlly wul'l£·\\ 
v1cll'O Al\o oncr<•dslng other t'•l)t!nw wl'll' h1ghcr mu1oroty 
IOll'll'SI. lowt•r tntereSl IIICOml' diiO (all ptl'lliiUITI\ .ond un,trnOt 
url.'d dl\counts on l'Niy retoremt.'nt of dl'bt 11 SWBt•llthat totdk>d 
S6 7 mort: thJn tlw prt•v•ous yt•o~r OfhettonCj these dt•lfl'd\t'\ were 
other one om~ r~l.!tecl to .t sP«o.JI diV•dt,nd of S I ~B rt·<l.'ovt·d from 
c1 soft.-.tllt' affoh.ttl· c1nd gatns of S I 1 l rl'UXJrliZt'<l on tht· sJfes and 
the charotolblt> controbuuon of SBC s avo~olo~bh• for s.tlt• onwstment 
'"Telewr\1 CommuniC ·t•ons pic Cst:l' Nott• I of Nrlt s to 
Cul1\ulldoltt'd 1111.111CI.Jf 'itatemt•nts fo1 funlwr cJ•\cusslt n uf thl.' 
g<~msr Movemt•nt 10 tht• markt't vo1lut' of Telnwx l sh.trt·s rt·quul.'s 
J market vdiUoltlon .tdj~tstmen t on Ct•rto~m S!l( dt•bt rt'dl'l'"'•'blt• 
euher 1n Cclsh or lt.'lme• I sharl's AddlliOIIdlly Telmo•x und1•r theu 
tl•purchoiW proqr,om from 11me to t1nw rt•purch.IW'• t•IIOuqh 
sh.tres on th<• m,orkl.'l th.:ll SllC. 1\ rt•Qullt•d 111 wll p.ut ufot\ ·r.·tnw• 
l sho~rl' holdongs to lelmex to r'"m.w1 undt•r 10" o .... nt•rshop ol 
lt•lmex lht· 111.'1 of t lww d<tllllllt.'S contllt>utl•d S90 more to other 
oncomo· ttqn .n 1"97 Also affNtonq compo~ro s woth 199/ Wol\ 

<Jppro .. m.ttely S64 tn roydltoe• .md !J um tl'CII<Jtlltt•d on l 'I·• 1 

Oullfi(J 199/, tho•rt• \'.t·re .thu \1 .t•r,tl off\l'ttonqlr.tns.t(hOns 
corll11butu 'J to the normaloz<'d oncrt•d\l' 1n rwt otht·r •·•po·nw of 
S:>~ H1qht•r monoruy 1ntt·rcst. mduduHJ d1sttohutoons po11d on dn 
.sddot10nc11 SSOO of Tru~t Orog1n.Jtt·d Ptefl'rfl'<l S•'<ulltlt \I TOPrS• 
sold by I'AC m Ju11t> 19'>6. and fowl.'r rrlto•rl'st oncom1• tt.'suft1•don 
S<IJ muro• rwt r••Jll'OII•tholn on 1<196 Tht· fll'l ·• 111111y rt•l,llt d 11 

n~o~rkel rnovt'1111'111 on ll'fme• l shJH'S 111Cil'ri\I'O otht:'l t:Xpt•me 
by S47 niiJrt• thd"'" 1'.196 Partially offwtt111y tht·~•· rwt oth1·• 
ex~n'>t'S were royollty po~yments olHO< r..tlt-d w1th soltwollt' dt•vt:l 
Opt!d by rill <lfflholll' anc1 otht'lol1vestnwnt IJ-1111\ lOlollonq Sh-1 

Incom e TauJ for 11>111111cludt' t,,., rt·l .... ·tltu II"',,,,,. •I' 
u-ft.tlfl nun t..Uft• hU\IIU"\\t•) cii\C.U\\t.'d 1ft Utht•• lf1lUIIH" 

(t'•p.-11\l') nt•t dllO ldX bt'np( I\ dS\O<,ollt-d With ffil'IIJt'l OOlt'<lld 
toon onot•<~llvt:s relolllnJ to Sl\fl lncumt' tax<•s for 1997 rf'rlec:ttht.' 
tdx t•ff<'(l of ch,)rgt•s for watt'<ll< lnllldllllt'S rt•sulttn!J hom '>llC s 
tOfllJ)f("ht 1f\\l\ot• revu.•.,-.. uf OJ)(•t.UIOO\ ,\nd lht" 111\I).H t of \t \-t•tJl 

rc·<julollooy 'uhiHJS 111tolllt' td>t" fur I 'I'll .ol\u 1111 lut.h•d ld>t'\ un 
tht· forst qur1r lt•r rx•nsoun •elllcm,•nt CJ.IIn di\UI\\l'd In opcrc~uons 
t~nd supfxllt lhe net effe<tlvl' til• ratt• n11 tht•w ll~'rns wrl~ lowt•r 



as., result of non dc.-ducuble ttems included 1n the chargl.' dnd 

11alu<1tton adJustments t<:~ certain deferred tax asst'ts v.htCh may 

not be uuhu·d dul' to rf'strlcllons associated wut , tht' merqer 
Excludongtht>se ltt'ms. mcome taxes for 1998 and 1997 v.ould 

ha11l' bee-n $2.331 and S 1,951.1ncome taxes for 1998 were htgher 

due pnmauly to h1ght>r tncome ~f\ife enc~ taKeS lncorre 

taxes for 1997, excluding the non recumng ltt'ms. were shghtly 
lower th<ln mcomf' 1.ue1 for 1996 of S2,070 

Extraordinary Lou In 1998. SBC rec01ded an t'xtraord•nary 

loss of $60 related to the refinancmg of S6&4 of long· term debt 
at PacBell 

Cumulative Effect of Accounting Change As d1scuss<>d 

1n Note 1 of Nott•s to Consolidated Financial Statements. SNH 

Information ServiCes Inc and PB Directory cha.tged the" 

methods of recogniZing directory publishing revenues and 

related expenses effective Janullry 1, 1998 and January 1. 1996. 

r<>spewvely Th, cumulll ttlle after tax effKt of llpply1ng the new 

method to prior yean for SNET Information St'rviCes.lnc. w.-.s 

t~•coqntll•d .n o f Janu~~ry 1. 1998 .sa one time. non ·C<lSh gain 
.1pphusble 10 continuing o~r.!llons of S 1 S, or SO.O 1 per share. 

Thl' gam 1s net of deferred taxes of ~ 11 . The one-ttme gain 

recogntzed as of Janutlry 1, 1996 for PB Directory was $90, net of 

dl'ferred tilxl'S of SS3. or SO OS per share Management btollevt's 

thf' ch,mge to th1· 1nu•· b,nts method 11 prefer<1bfe be<c1usc.• 11 11 

tlw method generdlly followed 1n the publishing industry 

mcludtng SWBYP. .tnd better reOects the operattng acuvlty of 

the busmes~s. These accounting changes are not expected to 
hdvt' ., stgnif•c•n t effect on net tncome tn future Pf'rtoJs 

O'fRATING fNVIRONIIHNT AND UfiiDS Of THl IUSIH£SS 

Regula1ory Envlronment 
Overvi-

The telecommunlcdttons Industry is in • period of dynamtc 
trdnStllon from cl llghlly I('(JU14ted Industry over~n by multiple 
r£·gul.uory bod1es to a market d11v~n Industry monnored by 

Sidle .md ft•derJI •genCies The Telephone Compdmes' w11el1ne 

tele~ommumc;mom operations rema1n subject to regul.won 

by the c1qht Sidle regulatory commlss1ons for lntrdstau.• services 
and by I hi' rcc for lnlt'rstdle services 

Consollddllon of comp.~mes Is occurring wtthm the market 

plil<e for loca l telephone service tl•td across other tel~ommunl 

ca11ons serviCes. such as long dlstJnce, cellui<H. cable television. 

Internet and olher dat.l trclnsmlsslon services. Compank•s 

Ol)l'rat.ng in somt• of thc•st· markets <1re Also t'Apdndlng 1nro 
otlwrs. such .n I he provision o f local service by long distance 

compdnles Addtttonally. new technoii)Qies are also o~ffectlng 
the way people Vll'W ,>nd usl' communications services 

Tht• telecommuntCclllons Industry Is 11lso clwnglng mtern.l· 
11onally. as g?vt'lllmf'nt ownrd ll~lephone rnonopollrs .s1e lx'llliJ 

PIIVdlt/t"d "' m.tny lOuntnrs <1nd compt'UIIve entrdnts <lrt• 
<~uthorilcd U!. controllto.d compames may acquire or form 

mvestment.JOIIlt venture or wateg1c rei.Juonships wll" the~ 

newly puvat•zcd compan1es .,, theu new com~lllors invo'vonq 
.my or all of the rdntle of tl'lecommuntcattons St'lvtcl'\. 

Fore1gn co:uroiiNJ corlll>.lllii'S .11so "'"Y .tcqu~rc• or lorm wch 
rt•l.stiOnShlps wllh U.') c UlllJhlnll'\ 

SBC •s o~ggrrn•~t'ly lt'prt•senlln9 II\ Interests !><:fori.' fl.'der•l 

and stale reguldlory bod1t'S, cour:s Con9ress and stdll' feg 111.t· 

lUll'S SB( Will (Onllnur 10 t•valuate lhe fllCrUSingty COmpt'UIIve 

natvrt' of II\ bus• ness, ,tnd dt•H•Iop dpproplldll' coml)t'ltltvl'. 

il'g•sloll"e .tnd lt><JUIJIOr)t \U,III"<Jtl'\ 

Wirwlin~ 

Feder1l Revulallon 

Through aff1hati'S, SBC offers f,Jndllnl• ldh·rLATA long d1s1.mce 

serv1ces to customt'n 1n sel1·ctt•d ""'•H •Juts1de the Tl'lt'phone 

Comp.lntl's' opert!IIIIIJ dll'ils furthl.'r, Sl:l offrrs tnterlATA long 

d1stance ~riiiCl's to cuslomt•rs 111 ConnectiCUt through SNET 

Amefltd, lnc (SAil Undt•r the Telecommunfc<Jtlon Act ol 19% 

!TeltKom Ac tl. tx•fort.' bfolniJ l)('rmutt'd 10 offt•r landltne tnterl ATA 

long dtsl<lnce ~rviCl' tn ~ny sl.\11' wtthtn lht• lt•gulatl'd ol)l'rdllng 

Mt.'d\ o15WRcll. PacBt•ll Mid Nl'vddd Bell. ')B( mu\1 apply lor and 

obt.lln slate spt•tlftc approv.1llrum th1.• ~CC 1 he FCC\ dpproval. 

whiCh 1nvolves consuhauon wit" th1.• Un1ted Stale\ Depar tment 

of JustiCe and tht• approprtatr st<lle comm1ss•on. requues favor 
able detcrm1na11ons thdl Ct'll.IUI of tlw To lephorw Comp.1noe\ 

hdvt' t•ntt'rrd "*' mtt•rc nnni'C Item •"l"'''lllt•nl(\1 lhdt Sdll\fy .:s 
14 point "coml)t'lltlvt cht•c kits I" wtlh ru•·c.lomtnantly l.scllutes 

b.lsed camtrls1thdt serllt" rt•s1denu.sl .. nd bus.ntss customer\ 

or. altern.)tivl'ly. thdt cert""' of •he Tclephonl' Comp.ln14'\ ha"l' a 

~tat4'menr of terms and cond1110n~ efiNIIve 111 IIMt state under 
wh1ch they offt>r the 'compt'lll•vo· c hr< kh\t ' ott·ms Thl" fCC mu\1 

.ti'>O makt· lo~vor.sble ~-ubhc Hllt•rc•st .snd struCiur<ll \eparatton 

dt."termtnauom 1n connecuon wtth eo~ch o~ppl•callon . See"Statto 

Rl'<Julauon' for st<ltus of II• I.' \l.:sll• .!flplrcolllons 
In Dt'cem~r 1997,lht' Unued St<IIC'\ 01\111(1 Court for the 

Northt'fll 01\ltl< I of Ttous ruh'<llh.tl p.ul\ of lhl' 1o•lt"<om Act 
Wt'lt· unconslltutton.JI on tlw q•ounch th,JI thl'y 1mproperty 

dtscllmtn.ltt' <~g.s•n\t certo~tn \ubs•dldllt'\ of SbC by 1mposmg 

re~tiiCIIOns that prnh1b11 ctrtJ•n of thr Tt'lephone Compantes by 
naml' from offering Hltt•rl ATA lor 1 d•\tanc t• .md othcr ~rv1ce\ 

lhdtolht·r lo<.tl £ .ch.ln(jl' (..uflt•rs Ill C. \I .lit• lrl'e to prov•de lrl 

So!ptl'mbt·r 1998.ttw Un11t"d St<~h·\ Court of Appedls tor the F1hh 
(HCUII (~lh (IICUII) ll'VI!I\t'd 1111\ dt'(lltOn ,md rull.'d lhdl tht." 

challt•ngt•d provt\ion< of tlw T••lecom Act we11· consmuuono~l lr. 

Janu.Hy 1999 lhe Unll<'d !.ldll'\ Supr1.•me Co•uttSupll'llll• Courtl 

dtKIIIl .. d 10 hl'dl .trl <IPPf'•'' of lh•• \lh (."cull, deCI\IOn 
Interconnection In AucJu\1 1'1'>6. I he fCC I\Sut•d roll'\ by 

wh~th compelttors could tonm•o wllh UC\ nl'tworl.s. lnclud1ng 

thO\f' of the Tt•lephonl' CumJMiltl'\ ArnonCJ olhl'r thing\, the rules 
.tddresW'd unbundltng of netw01k t•lt·ment p11cmg for 11ercon 
nrc lion and unbundll'd t•lt•nwnh .1nd ,..,,,,,. n l rC"t.ltf h'l«ummu 
lll~tlllons \CIVICt'\ lhr I (( rlllt·\ wo·r•• apru•<~h•d IJy numerous 
p.ut•es .• n, lud1ng !.~( 

In July 1997,the Un•te<l Stall'S Court of Apf)t."al\ (Of the Eoghth 

CirCUit (8th Cucull) held thJt the fCC d•d no1 h.svt' thl' duthu"l) 

to I"" u '1"11' rulrs rd.tted 1-~ llw pr11 "") uf loc .11 ,nlr.nto~tc• 
telt-<ornntuniC3t•on\ .,u,tJ th.tt 11\ u .... , 111 tiMt tt..:JdU.t wrre lfh·al•d 

,,,, It 



MANAGEMENT'S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS .o~ll,ulo • 

The 8th (II CUll al~o ovenurned thl' FCC s rule~ which ••llowl"d 
compl.'lllors to 'pick and choo~e· among the tcrn1s ""J condr 
tiom. of approved rnu~rconnection agreements In O<tobt•r 1997, 
the lith Ctrcu11 1ssueJ a ~ubsequent decl~ion claulytng that the 
Tell'Com Act d\)('~ not requuP tht Incumbent L£Cs tc- dehvt'r 
network elements to competitors an .mything othl'r th~n 
completely unbundled form . 

In Septembt>r 1997. a numb<.'r of~~~~ ancludtng SBC. ftil'<l 
pelitton~ to enforce the July 1997 ruling of the 8th Cucullthatthe 
nght to set local exchange pnces, includtng the prtcing method 
ology used. IS reservl'd exclustvely to the states The pemlom 
re~ponded to the FCC's re)e<:tlon of Amelllt'Ch Corporattor>s 
mt••rLATA long dtstance apphcatton tn MIChtgan. tn wh1ch the FCC 
stated 11 tnt ended to .Jpply its own priCing standdrds to Reg1onal 
IOid•ng ComJ)dny tRHCI rnterlATA appliatlorn The petrtroners 

dssertt'd the FCC was Vtolaung state aU1honty. C ·'January n . 1998. 
the 8th Circuli ordf.'fed th~ FCC to abide by the July 1997 ruhng 
Jnd rerterc~tl'd that the FCC cannot use intl'I'LATA long drstance 
o,~ppltcatrons n .ade by SBC and other RHC wirellne subsldtdnes 
wrshmg to provtde intl'I'LATA long distance to attempt to rermpose 
the prrcrng standards ruled rnvahd in July 1997 by the 8th Ctrcutl 

In January 1999.the Supreme Coun ruled o ., ilfl appNI olth•· 
8th Ctrcurls order lhl!' ruling hl!'ld that thl!' Telt'<om Act g1vl!'s thl!' 
1 C l rlw o~uthorlty to sl!'t gurdeltnes for statl!'s to follow rn ~ettrng 
P"•l"~ under tne Telecom Act. and reinstated the FCC rules allow 
1ng those seeking to interconnect to 'prck and choose· spe<:rfrc 
provr~rons from prevlou' rnu~rconnectlon agrHmenu B<><~us" 
the 8th Crrcurl's decision did not address the io~wfuiness of the 
content of the FCC p11crng guldehnes, the Supreme Ccurt 
remo~ndl>d that rssue to the 8th Crrc• 'It for further con\rderatlon 
lhe rulrng also upheld FCC rules fOfbidding rncumbent LECs 
from sepo~ratiog already combined network elements. but 
remanJed back to the FCC us determrnatlon of which netv ork 
clement~ must bt> made clvallable The Supreme Court also held 
thclt, bt•fore the FCC could requir.- telecommunications camers 
to make a partrcular network element available to reque.ung 
earners. the FCC must first consider ;u to proplll!'tsry c>lemt'nts. 
whl!'tht·r a ness to the elenlc>nl\ w.u 1\l'<.C~\ary o~nd whtthl!'r the 
IJrlufl' to JHOvtd<' o~cu·H to .1 p.srllcular element would rmparr the 
rt'Qut•s trng cclr11er's ability to provide the service rt s.-eks to offer 
The! effect of th1s •uhng on the telecon '11unlcatror\ rndustry c .tn 
not be dr·termrnl'd at this time. 

Reclproul ComJan~atlon Acc i,lrocal compem.ttlon 
1\ b•ll•·d tu .BC \ suh\ltll.uh•\ by Con.petlttve Local Exchange 
c .llllf'r \ t<- LlC~I for the termlnatron of certain local exch.:~nge 
trllfftc to CLEC customen SBC believes that undrr tlw Telc>com 

Ac 1 tht• \I .Ill' commrHrOIH h,lvt ,JtJthortty to ordt•r ro•r IIllO< .,1 
(Ompt:nwtrnn for tntrd~t.lh· or lcJc.lltraffrc. whrl•• only tlw I ( C 

has .luthorrty ovt•r rntt•r\t,llr 11nd lfllt•re•chilnl)c: tro~ff•< SBC 
bt·hi!'Ves most lnternt•l tr.11f1c '' lntt·rl"•CIMngt• .md lntt•r\t,H•• 
Sf'Vt•rlll ~t.ue comnll\\iOII\, 111tlud•<"J I hi.' CPU{ "' .tn O<tolx·r 19'Jij 
oult•r, h.J't t.t~en ,.,,. posrtlon th.ll lntt•rrwt cornrnunrc ·•Irons rs 
ntr.sstdll!' or locdltr!lflrc llll!f ordt•rcd SBC to p.sy rt'<IIJICICdl com 

po•ns.ltron 10 ct-rt•lll' C l fC \pursuant to tht-n t•.,strnq contraus 
Stall' comm1ssrom 1n th .. '"''' stilt•• Jred other th.m 1\,ln\ol\ h.wt• 
di\O 1\\Ut!d Orders (;nrJHICJ !IIIII ~8( 1\ rt'qUII\'d It) p.ly ll'< IJJIOCdl 
< onlpt'll\.otUon to tl'lt.lln (lf C s In Junr 1998 . .1 US l>1s111c : Court 
1n ll"X•H o~lltrmed tht• Tt•xJs f'ubl1< Uulrty Comtl11\\lon·~ 1 TPUCl 
drtermlndtlon and upheld p.rymrnt of recrproco~l <Omp•:ns.ltlon. 
hold1ng th.Jt an Internet <dill\ compnsed of two port ro n\, dnd th,u 
tilt> TPUC h,n tunsdlctron J~t·r the locdl portron of tlw tr.1ffrc Jnd 
the ICC over tht' lntt·rnPt cvmporwnt S1mrlar dt'CISIOrl\ ll"qJrdrng 
lntl•rnet tr11ff1c have been m.Jdl• by other state comm1ssrons SBC 
h.r\ soughtrev1ew or rt'f.onsrdt•r,•tron olthesl' c~w\ 

The que~tron whrtht•r lntt'rrll'l conununrc.lll<lll\ \hnuld IJl' 
Cl.tS\Ifrcd oH lcxai/ iOir.t<t ,rh· tlt llllt•l\l,llt•tro~ffl< for rt'<IJliO( oll 
c ompt•ns.J!Ion pur~10sr • ' 11 tht• '""Jl"" of .J pend1ng FCC proceed 
"''l .tnd the fCC rs expc.'<ll'd to rult• on !IllS rssut' 10 tht· nt•.u 
futurt•. SBC s ~ubs•di.Jrrt•s hJvt• bt-l!'n rt•< ordmg dmount\ ought 
by Ct•rt,lln (U(~ for thf' lf•tnun.ll ron o f lntt•rnt•l tr.lff•< In hHt•rrwt 
5t•rv1Ct' Provrders 

Asymmetrical Dlolt•l Subtetibtr Line (AD'>LJ '' ,, h•qh 
\p••(•d d~ta 'l<•rvlce ptuH.Ip,)lly U\t:d for tnt~rn ,. t,,'-(t"'\ In Jun~· 

1998 SBC f1led wrth the FCC d pt>t1110n rl'QUt'\ltng ' t'lll•l for AOSL 
horn pu<rng unbund11n9 .111d ,,.,,,It• rt.>gut,uory rt•\lrrttr '"' Thr• 
f(( denrt'd tht' pelltron ,lfld di'<IJred lhJtrncumbt"ll' ouch.!\ 
tht• h·lt·phont> Comp.siiii'S. must olft.r '"' h wrvrtt'\ for rt· alt• Jl J 
dl\countllnd must offer unuundll'd auess to tht• ••qu1pnwnt 
uwd rn ADSL prov1sromng to tlw rxtrnt possrbk Sll( h.l\ lrlt•d 
wrth tht• FCC,, pe11110n for rt'COII\Idt•r.llion of thi' ' "''"' ll11• 11..1 
\t>UCJhl comments on offt•~tnrttlrt· "" urnht•r;t ll <' lht• np11on of 
pruvtdHHJ dt•rt•qul.ltt•d .ldv,IIH t•d wrvrc t'\ throuyh ,If\ lfllholtt· 
wrth •'llll"'P"Jll' Silft•gudrd~ 

Tht• t'flt•cts of the FCC dt'<I\IOns on the .sbvYl' IOJH< \ arr · 
dt•pc.•ndt•nt on many factor~ lllclud•nrt but no t lumll•d to th•• 
Uhii1'1.Jtt• lt'SOIUtiOO Of tht• t>o•nrf<llq •ll ljii' .JI\, tlll• IIIHflh••r ,Ifill 
nJIUII ol 1 omt>4 1111>1\ 11'<1111'\IIIICJ llllt•ll tH1rll'(IIOO Ullbundh1HJ 
111 tt'l.rit• .111d tht• rl'lUh\ olthe \ldlt' lt"<JUiatOr} <OITIIlll\\100\ 

rt•vrt•w Jnd handhni'J t~l rt•I,Ht•rl m~ttCI\ within ttwu Jllll\du trnm 
Ac<ord1rt9ly SBC •~ not ahlo• '" ''"''" thr• •mp ... t •'' t1

11 It c 
orc1t•r\ .uu1 prupt''''""' rult•rn .•"- •!hJ .tl ttu \ lun•• 



State RegulAtion 

The follow1ng prov1de$ dn overview of $late regulatiOn n the c•ght \tdt('~ m whteh the Telephone <.omp.~n1e\ opt.•rated dt Dt.;.t•mber 31. 199!. 

SUite 

Arunn1 

California 

Connactlcut 

Klii'IQI 

Oklahom• 

Texas 

Olhc-• \.NJ¥\jfK.a.n' 1\C.rff'\ 

Ah~n•tr.c 

R"9ul.\uoo 

Yes.lndel•nrte 

Yes. ends 1/2002 ------
Yes. ends 1/2001 

Yes, 1ndefln1tc 

Yes. mdefinite 

Yes. ends 1212002 

Y~. ends l/200 t 

Yes. ends 9/200 1 

A.IIC'tNhff '•"9~191\ t\ ot,.,t't 1h4rt ratf' 01 ft"CWn ·-..vu~tiQf'l 

f'rt'\l'IH1y not rt'QUifed 
p11or to long diStdnce 

~ulhOIIL!IIOn 

Pr<><.t:,·dmq f)<'ndlng 

D1Jin-.q p.111ty t'XISI> 

Commoss1on ord('r('d 

lmplement~toon by 211999 
statt' statute pre\ently prohibits 

requorement before oong 

dtstbnce author~Latlon ----
Proce«<mg l')('ndony 

Presently not r<•qu~red 

proor to lunq dl\l.mce 

approval. proct·edong l't'ndmq 

Ordeted by .111m 

TPUC deferred Ill dt'<o\lon 
pending FC( l\\u<H1Ct' ol 

new d~llrl9 p.mty rule~. ~ t dt<' 

~lllute presently prohtlJot~ 
requtrernent before long 

distance dUthorozat1on 

Nmnl)(l'c of 
~I•Jf'Wd \''/ltt•f•nt 

111\f'H t)(H~ httU 

~trt•mrf\\\ 

b(o 

I l 

ss 

1\1 

S1 

ll'lfhJ l>l\t.ltlt\." 

Apphtdlltln 

\tollu\ 

Dt•tl\lon exp('<ted 1n 1999' 

Dt'CI\ttm t·x~'< t,•d tn 1999' 

Long d•ltance s~>rVI(t' 

provtdr·d by thP retail t•nt oty 

0t'1.1110n <'>P<'t It'd 111 1999' 

()t_•<.t\IOil t••J.Jt•t tt.•d II\ 1999' 

No dCltVI\y 

0«'< 1\IUII t•xpo't tNI tn I qq<)' 

lJt•tt itOtl t'Xpt.'( tf'd on 1999' 

IJ1 .. J•tkMf)' IWJ tthtU..N\ thf' \uc;H~nw Coutt ruWd th•tthtt rcc ~ J.J'vl•uthoflty 10 t\),I.H' '"'""' trnJ*nlt'nlu ... ~ ln\t.,t,Ur •"" ill1•4JtAIA l,tl,fi..fWJ , ... J.ty ··,."'"'"' lfllrl .. to IYHIJ4' t .,_., .... ,, 

Af~ •f!JIIIH!J Ut ,1'4"1'\(.fltVJ \-f..t1t' !1f0tt"f'dt"'Q11t\4tt l hf' fUlo"Q ftlqU"I'1 '"'"""'ioltl' ~ntt\q\ of d-41tf'MjJ f\o»lllr • .IIC"fml4tiU~ \I.Ah' lf"tiUotf'm.tf'll\ ll.f frl,.l•lww.r owt•l"''"'"' 11• r I h.- lf\>\1 

I•IJ.ft lt14f d~o;~III')I.J ~llf) IC'\1Uit~-fU\ ~M)Uicf ~tOI'l\nttnf nft'h \t.fiC' I.IW\ .nd tl\oU lhry \t)C)Uid nut tH' H"<N•~f"d tO' 'lN-._., VtftaO A fA I11U tl••l f•JIUt•l) ,.,.._._I" lro t'tO'lootJ .UJ1f"o14\J.I' <'I 

to &>f~ltiot 011•·1l ~1A tonq ~\Un(f' W'f"''<C!'t. l.n t.Ul~ wt\rlf ~ W11)' trai\U \U\ttJtt\4'i\ .,., .t '· In'"'''''''"" ht Jlr• u,,,,., AlA'"'" t .u, ... , f\.1\l A\ 11 ... , ,,. .. ,,., ld'"'' U•\l•nc f' ._. t.•u•-, 

'lntf'ftOOOf'CIK..n '9't"t't"nf''•ll.,f '~ wtth CUCt fOf tt'w purpuw<Jif ~~ lht'l (II<' cu ,., , h••M.Ir .. ""'' •'h """''~'ltv, .. , un.W•lllr"fcli'M,nf' "-""'"l. .. nt 

......... Lhn<) drtrlnUJ\olhOt\ tty \t41f' ((JfTWJU\\K.n\ Ul't lfw l~lft<i" (~\ tl)#l\(,)l'olrM• \!IIIIth th. 1-4 P.,ttl"'l HLifl~·llt!YP C.IWOI..I•\1 f((_ .tt11fl1'o .. l 1\ lto..)\J•ft"d \.,tt~IVt"OI IU \l .. tr 

dt•tf"'1tn.lt\.tl10n 

\N( l~i t\ tr oll• t,...t lrvm JHO¥KJ•IWJ ~ltrt~IA tot'w) dt\t.Jn.c f' \f"l~'(l' In •ny oJ.ttt. (J(hf1 ff'lf'pl.ot"~ ( t.V'I•p.G•U<r\ \l.l'f.tHT"'} '"""-""' 



MANAGE MEN T'S DI SCUSSION AND ANALYSIS OF 
F I N A N c I A L c 0 N 0 I T I 0 N A N D R E s u L T s 0 F 0 p E R A T I 0 N s I 0 ~ I I N u Ill ) 

The follow1ng pre~ents highlights of cena1n re<Jul.ltOIY 
rlevelopments 

Califo rnia In O<:tobtor 1998,th~ (PUC ~~~ue'd .ad~ o\IOn cnodo 
fyong the <Urtl'nl tf'<)ul4tory r,.cnt'Work for P.aclkll t>lfl"(tlvt' 
J.1nu4ry 1, 1 ~ Th~ d«ISIOn .tdopt~ f-<KBeil') prui)O,.,Ith.u the 
current cap on basiC residential r"es be cont1nue'd for three more 
years. through 200 I, wr.h the CPUC retaanlng the Ability to .tdJu~t 
bcl~IC telephone r.Jte~ The dKaslon suspende'd ec~rnlngs sharmg 
ro~te of return rev•ews and the use of earnings cap\ and floors 
through .7001 In addataon,tht de<1sion adopte'd PacBell s 
prop ,at to ehmmate depre<lati<"'l revaews and granttd PacBell 
the frl'e'Ciom to set Its own depreCiation rates and ml"thodology 
It o1lso cont inued tht- suspen1lon of the producllvoty factor 
oldJU\tment In o~dd1toon.tht- (PUC <IKI\IOO el1m1n.a1rd rfl{JSI 
futu11· ._.,.oqo·nous rust .tdjust~nts. mdudmg thl' ri'Covl'ry of 
future costs rel.lted to a 1993 accounung ch.Jnge for postretue 
ment benefits o ther than pensions. Management currently 
estimates the items embodied within the nt'W tl'9UIIltory 
framework will have the nl' t effe<t of re'duclng annu.11 rt'vt"nu(• 
by dppro1umately S 100 from 1999 through 2004 

In July 1998. '"l' CPUC is~ a rate re~nCing dKas10n 
rt'late'd to its 1996 order on uni~nal service. The CPUC s de<JSIOn 
was Implemented prospectrvely beginnaOCJ ~ptember 1, 1998 
dnd reduces Paclklr~ non basic local service. network .tcceu .and 
long distance service re~nues by SlOS annually to offset the 
olpprox1mately SlOS annu.,ny that Paclkll expects to rt'Ceavt from 
the CHCFB. Be<J1nnlng In February 19'l7, Pot<:lkll. and dll uther 
Colhforn1" telec:ommun1cahons carrier~ began coiii'Ctlng fund~ 
viol cu\:omer surcha•oes conmt ttnt wnh thtt CPUC's 19% dNI 
s1on The CPUC h.u yt't to deddt' on the speclhc mi'Chanasm to b(o 

l!mployed to ensure the dist ribution of funds colle<tt'd by ••cBell 
c~nd other earners from February 1997 through Auguu 19981~ 
revenut neutral 

Connecticut In January 1997, SNET subm•tte'd to tht
(onnt-cucut Dl'pdrtml'nt of Public Uuhty Control IDPU() ns 
provosal on corporo1te restructure. The proposal rec-ommtnde'd 
that SNETel functions be split ownership and malntl!nance of 
swuching and transmission network facilities. I.e. all wholesaiP 
function >. would remaan an th" telerhone company, SNETt"l,and 
dll ·~·tdll ' unctoons w ould go to SA1. whiCh was tht-long dlltiJrKt> 
subs1doary Both would be wholly owne'd by SNET InJun~· 1997. 
the OPUC granted SNET permisston to restructurt Its ttolephony 
operation~. woth wverdl OPUC·Imposed modiftuuons 

Under the ploln ,,II retell OPI'r•tlorn (rt'tall m•rkc!lln() •nd 
c U\tomt'r wrviCI') h.wl' IX'l'n tr.llufe• ,.J to SAl, end !.AI wall bto 
ltl!d1l<rl by the regultltors hkl! ~II other ClECs. SNET lou I wrviCe 
customers w1ll choose their provader via a balloting proctou. 
whkh has be<?n scheduled for September 1999. All wholesalt 
\1'1\/<C('~ and the n•twork lnfr~structurt' will rt'maln with C,Nf lC'I, 
whu h wllllw 11'\lll< trd In mrt'llr\IJ thr n~<h of 0 I< '·'"' ludlniJ 
~AI o~ncJ othrr wholt"s..olr cuuomers SAl can buy Its wt'()lt'wle 
~rvoce from SNETel or .any ott.~r ,,hQiesale providtr SAl h.ts ~n 
prov•dong mterstate and lnll'rl'la!lon411ong d•sYnce ~rv1<e sonct> 

, A (, f I t 

1 'J'H. dOd fi.'(I'IVf'(1 (l•rllfiCdloOn 10 provodr lex <II \l.'IVI(t' dOd 
lfotr.ast.ttt' tOll In (onnl'(totuton 19'1/ 

Missouri t lfrc love· '>torllf•ml>t•r }to 1'~17 thr· Mossouro l'utJhc 
~ .. rvo<t' CommoH•ull tMPSI..J do·lt•lln,rwcf th•1 SWB~·IIos suiJ)l'tl 
w pmt' c.ap rt.'gul.llaon Pr~ct•s on rl 't"< 1 o1s of DNC'mbt•r ll, 1996 
olll' Ill!' Initial moulmum .tllow.tbl·· r.lll'\ lor \l'rVI(t'\ dl1ll cc~nnot 
bt• •ldjU\It'd un111 Jo~nudry 1.1000 lor bol\lc c1nd d(Ct'\\ WtVICt'S 
.1nd 011 J.tnuolly 1 I <n~ lor non b.a1oc ·.o•rvoCt'\ Or1 Jn l'•t h.mgt> 
h.l\1\ whert' .1 cump~Utur bt-gan opt•rJtoon\,lh•· frt'l•t•· on m.lxl 
rnurn allowable r.11~·~ fur non b.lso< wrva(o~s w.a\ rc•movc•d "tt'r 
JJnuc~ry 1 1000. c .1p1 fur b.uoc .tnd .t< c 1'\\ ·.('r voCt>\ may b• 
oldJu\l<'d b.t\t•d on onr oltwu govt•rnml'nt IndiCt'\ Aftt'l 
l.tnu.try 1. 19?'J lolj)\ for 11nn hJ\o ''''""''' Ol.ly o)l'ln< rt.t\l•ol 
up to H'llt, r)f't ., .... , In "" ••• , hdfHJt• wht•rt• ( ""lpt•tttiOil fur b.J\1(. 

luc.tl \Nvoce I'll\ I\ fur fov<· y<•.trs, wrvou·\ w cll b<> d~cl.tn-d 
cump<"tltovl.' .and \ubw<t to m.trkN proung unii'S\ tht' MPSC 
fmds rffeCIIVt: {0111pt'IIIIOn dot'\ no1 l'XI\l The vffiCl' of Puhhc 
(nunsel ~nd M(l Wnrld(om. lnc IMCI WtHidCorn) 1ouqht 
jUdiCI.tl ri'VII'W o f tiW Ml''o( dt•tt'<'11111.U1011 Jnd on Mdy 101118 
lht: \l.lll' CIICuot court .tff~rmed th" MI'SC dt•(I\IOn 

Teus Undl!r tlw l'ubloc Utohty Rt'gul.uory Act. whoch booco~m(• 
tHI"Ctove 10 M.ty 199\ IPURAI SWBdl elooctt'd to mov<· from ratt" of 
rt·turn regulclllon to prot<' r('(Jul.atoon "'''" •·lomon"oon of c•.Jiflcng\ 
\holllng Bcl\0( IOC:dl \1°1\11\t' loll('\.,,.. '•'PI c·d oil eao\IH1Q '''"('"lor 
four yt•oll\ following thr• t•h'<.llon . o •• until St'plembt•r 19<)'J Tlll' 
TPUC o~ p1oh•bott'd from rt>ducon9 \WIIdll'd JCCl'\\ r.tll'\ ch,lltJt'd 
uy LEC\ 10 lntt'r('x(holll<JI' (olfllf'r\ whllr rc~lf•\ ollt' Colppt'd 

l I ( 1 ,.lrctm9 Jill<< r<'guldtoooo ·'"' c ornmottrd to no·tv .. 11 ~ o1nd 
lltfr.tstru<turr llllfiiiJVI'fiWnl <JUoll\ crt< luttoruj t•xp.JII\1011 ul do<Jo l"l 
\wltthlrl<J olfld .tdll.tncl'd hltJh \PL't'<l \C'IVIlt'\ 1U quahfyong publo( 
11\\lltullons. wch ol\ schOOI\.Iobrallt'l o~nd hospitals. requt'\tlng the 
\t'IVICt'\ PURA .1ls0 C'~ t clbla~ht'd o1n onfrol\tluctutl' grdnl fund lor 
U\{' by publk 10\IIIUIIOO\ rn Up<JI.Iokl) 1111'01 <ommunt(.IIIOil\ llld 
cumputrr IN"Ili'•JI<><Jy Ttw 199/ lr.d\ h'<Jo\lottovt' W\\1011 ch.lOQl'd 
th•· funding for tho· lnfrd\lfu<tulf· 9r snt fund from o~nnu.•lly col 
II'< ling S 1 SO for ll'fl years to o'l foxc·-:1 IH'r«•nl.\91' (I 25 ol ,tppllt•d 
tn otll tf'II'Comrnunlt.JtiOns provodt·l\· ,,,II'S loUolblt• rt•vt•nul'\ I he 
1.1"' .olso provldl·\ .oL.IP of S 1 500 lw tho• loft• uf 1111' rund 'oWR ·II\ 
<lllflllotl J)dyrnt•nl\ .,..,,. • .tppruurn.tlo·ly S Ito Oft 19'17 .tnd S~t> 111 

1'1'111 Du•· to lht• cndu\try\ gro,..th "''''"c•nur•s.the lund \hOuld 
lx' contplttt'l)' funde-d btofore the UII<JIItolltl.'n 7t'dt \ 

PURA t'~t.tbhsht•s local l'llChdnqt• curnpt•totoon by o1iluwoo1<J 
< on1p,,n1t."''\ th.tt dl•\trt• tu Jlrov•d•• lex df t••t h.tr,Cj(' \t~rvu t 1 \ to 

••fll'lv ''" • t'<toloc ·'''"''h)· thl' ll'll\ whw• t to'''''""''""'''""' 
rt"<Julft•flH'nl\ ''"\.tit• rt•\trh .. ttvn\ .uuJ fn~rwnun' \t•tvlt*' rt"iiUUt• 
mrnts PURA provodt•\ th.ll SWS..II w~lrt•rn on the defd<•lltoifllt'r 
of "I plus·antrdlAIA long danJncl" tr•floc 1n II\ t('rrotory u' ,(II 
SW!It•ll1s dllowed to c,llly lt'llerLATA lo111<1 dost.lll«' In I'J%. MCI 
Worfdt nn' 11nd 1\lf I ( urp tATKd 1 uw~ l tluo '"""or lt•• •" .uh"-lllhl 
I hat 11LJHA VtUIJah•\ the• h••.t\ \( tt• ~ Oll\tUu1tUt1 Jnt.f t l..tiii111UJ lh..tt 
PUHA o•st•bhsht-s •n1ot<JmPt•totrvt• tJoi<llt't\ <.1e1•9ned tu prt•vt•nt 
MCI World(orn, Al & l .!nd ~ptoll! (~rporo~llc n l~p·cntl hum 
provrolon<J locdl so•rvK<'\ wothcn '•·•·" ltu• I ( ( aho 111 r••lp<Jn\0• to 
l)('lll uon, folrcl hy A111.1 .o11d M( I World( 11111 pro•••mph·U dllcl 



r 
vo•d•'d poruom of PURA thdtrcquor~ tert"" bUIIdoutr~urr~ 
ment~ r urthermore the FCC al~ preempttd rules that excludtd 
comp.:lttor-. from entt'rtng markets wrth fewer than 31,000 acceu 
ltnes .Jnd whtch made rt•sale of Centrex phone services subject 
to d lortllll•d property restnction AT&T .md M(l World( om h.we 
drsmt\\c.•d tlll'tr surts reg.l!dtng thrs mt~ttc.'r In O<tober 1997. 
SWBell ftlt•d wllh the FCC a peutron for re<omrderalion recJarding 
the pr~emptron of the property restrtctron for Centrell ~rviCes 
Thts rHut• t\ stoll pendrng before the FCC 

Competit ion 
Wrreline 
Compc:ot10n conunues to rncre.JSe for telecommuniuuons and 
rnform.llton \ervoces Re<ent changes on te-grsl"'oo and regul.lllOfi 
ho~w mcrt•Jsed the opportunrlies for o~lternat.ve sl'rV1ce providers 
offt•rong l(•ll'<ornmunteatrom serviCes Technological advances 
haw expanded the types and uses of ~rvlces and J)foducts 
o~vatldblt· As a result, SBC faces increasing compelltlon as well as 
new Of!p<>rtumues rn sognoflcant portions of Its bustness 

Rt·~t·tlt st<lll' legrslatove and r~uiatory devtlopmt-nts allow 
rnc rt•d\t•d t ompf'llt•on for locdl exch.mgt' u•rvtces. Companlt's 
wosh1119 to provode compet11111e '?Cal ser'oiiCl' have filed nu~rous 
o~pptoc.lllons wllh each of the state comm•ulons throughout the 
Tt•lephont· Compames rt>gulattd operating .trus. and the com 
mossoon\ of rae h \late havl' bet>n approvong tht'se apphcaltons 
sontt•lo~t•· I??~ Under tl.e Telecom Act. compantes ~k1n910 
onl!!rconnt>Ct to the Telephone Companoes· networks and 
exc hc~ngt· 1, al calls must enter mto interconnection agree
ment\ woth tht' Telephone Compan•e~ The~ 1greements are 
then \UbJt'CI to appro. al by the appropriate state commlulon 
SBC h.r\ rt•.tchc•d approximately 495 Interconnect ion and te~sa~ 
c~grt'o•mt.onts wr th competrllve local serviCe providers, and most 
have been approved by the relevan t Hate commission. AT&T. 
MCI World(om and Other competrtors are re~lltng Sse local 
exchangt• ~erv. res. dnd as of December 31, 1998.there w~e 
Jppro•ont.llf'ly 800.000 SBC o~<eeH Iones supportong ~rvt<es ol 
reso~:t• tompc.'toror> rhroughout the Telephone Compo~ntes' 
regul.llt~d operalrng c~rc:ds, most of them In Texas and Cahforma. 
Many competitors ho~ve plc~ced facihttes an serviCe and have 
begun ddVI'rttStng campaogns and Offeunq ~rVICeS Sse af~ 
wc1s gro~ntt•d fc~crlotrl's·l ned dnd res 1le opt>r•ung authonty 
rn cerldln tt•rntones served by other LECs and ru)w offers local 
exch<~ngt• serviCe offerings to these areas 

In c,,llforn t.t, tlw CPUC authomed ft~cilltles based local 
st·rvrct•\ cornj)etrtoon ••ffecttve Januilry 1996 and resale compt>tl · 
toon t·ll•·< lovt· Mo~rch 19% Whll~ the CPUC h.s eu•l>losh~ local 
compt•totoun rull's .md rnumm prrct."\. ~er •lluues still renwin 
to~ rt•solv• • "~ Ciud•ng fln.>l r.Jtes for reso~le and LEC f)rOVtSIOO 
tng <~n<.ll"'' ' certarn nNwork elements to compeutou. 
Pa, 8t•ll h,,, tn<urrt•d substant at costs lfTIJ)Ienumtinglocal 
lCHIIpdotum ,m<.J numtx•r portablllly In Novt'mb«>r 1998, tht' 
L"UC •nut'll d dt·<oston o~llowrng Pc~,Sf'll to begon recovery of 
locc~l comp('trtton ompl~mentalton cosu 

In To•xas. the fPUC serrates tn Decembe 1997 that SWBf'll 
m~y ch.trcJt' for acceH <~nd tnterronnt>tiiOJoto Its telephont> 

net~~ lhe TPU( dt·cr\oon WI\ prtCooltJ lor doll'm of nt'lworl. 
lOmponconts and (Omplt>tes 11 consolrd.ttt~ o~rbotratoon b«>twl't'n 
SWBell 5nd sr• ol ns whott>s.ale customt·r\,tndudrnq AT&T •nd 
MCI World( om 

In MISSOUII, the MP~( IHut'd 01ders Oil o1 COil\OIIddtt•d 
arbrtratron hvo~11n9 w1th AT&T and MCI World( om und on 
sele<ttd rtem~ ,..,th Metropolitan Ftb<or Sysll•ms Among other 
tNms,the ordl'r\ t'\tablish~ doscount r.JII'\ lor rl'salco of SWSell 
\f'IVtCI'\ ,11\d prt<t'\ for unbundl~ nt<twork rll'mtnt\ SWI!t•ll 
di)JX'ollt•d tho· Ulll'ltonnt•< t run d9'"t•nwnl 11'\lllttntJ hum I he 
fuu.!lb<tr.rron r.ro<r~.llng on Novr•nii>N., ,.,~, •• dt•(I\IOn 1\ 

Stoll pendong A se<ond arbot,IIOO prOCt'\\ 10 addrl'H OlhN 
rntercoont•< uon ruul'\ wrth AT&-T h.l\ conclud<"<l .and the MPSC 
order~ th.at .a conformong lnterconne< 11011 aqrl't'ml'nt 1M' frl~ 
SWI!l'll .tppNit•d tho\ order on Ap11l 19911 

Tht Telt'phom· Compo~nres expect lntrt•dst'd compNtUve 
pressurco In 1999 and btoyond from mulltplc• provodcors 111 V<liiOUS 
markets mcludtng faCihtoes b.ls.e<l CLEC s tntl'rexchangt> camer> 
and lt'V llrn At t'u\ ume managl'm('nt 1\ unablt' to ass;-u the 
efft><t ol comnetrtoon on tht> rndustry J\ ., whole or lonapcoo~lly on 
SBC.I>ut t•x!)('Ct\ both IO\W\ of mo~rkt•t '"•"'' rn la<o~l '''rvrce .~nd 
gams resulllnglrom new busmes\ rnruatovt~s. vertiCal \NVI<l'S <1nd 
new ~rvo<t' areas Coml>"tollon al\0 contrnut•s 10 ontrn\ofy rn the 
Tett'phone Comp.~noe\' ontralATA lortq d•\ldncc• n•.lr~l'l\ for 
e•.tmplt', llt\ estrm•tt'd that P'OV•dt·rs othrr th.tn P.uH~II now 
serve mort' th.Jn ho~ll of tht' bustnen •nrr.ILAfA lon<J drsto~nct.' 
customers tn Po~cBell's serviCe areas In ,,ddrtron. tf 1n trc~LATA toll 
daalonq pa11ty rs requrr~. compeuuon 111 tntr.lLATA long drst.lll(l' 
mdrkl'l\ ts expected to tncrea~ 

In the rntNntltronJI t~rrnd. Trlml'• wd\ 'l'•lnlt'd" concr\\!On 
In 1990 whrch e•J>II t•d 111 Auguil 1996. ol\ alw \Oit• r·wvtdl.'r of 
long dtst.,nct- servtce\ tn Mtx•co. Sevl.'lalldrCJr compt•lllors hdve 
rect'lvl'd hct'nst•s to compete wtth TelmN dnd h.lvt• br•qun 
ope,.tums A~ of Do>c t•miM'r 31 1998 Ttlm••• ha\ rt•to~onc'tl 
appro•om.ttely 7~"' o f rl\ long do\l•nc I'< U\lunwrs l .. lml'• \ 
sh•re of rntern.won.sllon<J dtilan! t' trail>< 1\ f' • pt-< t~lto dt·d•nt' 
stgnohcantly whf'n thl' proporlrondl •I.' turn ml>(l- lnt\m. whrch 
guarantees Telmt•• lht' \tim!' petct'nld'Jt" of rncomtng trdlfoc oH 

outgorng tro~ffrt t'•Jl""' o~tthe end of 19'/'J Aqgrt•urvt· foul com 
pe!llron t\ I' AI><'( tt-d "' t999, prom.tlll'r on tho• hu\otlt•\\ '''C)tnl'nt 

WlrelftJ 
In 199l.the FCC .1dop11•d an o•der o~llocaung rt~dto sr.t"<tru.n 
and llct>nst'\ for PC\ res uttlrzes wlrt'll'H t('lt•cornmunrc.HIOns 
dtQittll technoiO<JY .\1 il higher frt'Qurncy rt~doo srw<trum th.sn 
ct'llul•r Lrkt (t•lluldr Ill\ do'Stgn~ toP<"'""' oll ( t'\\ to 01 v.Hit'ly 
ol cornmun•catoon\ servoces regt~rdii'Ss of .•.rbsool~r I<Katoon 
In an rCC •uctron, whrch con<lud~ 1n Mo~rch 199~. fl( ~ hct>nse\ 
were .sward~ on ~ 1 molJOr marktts SBC or .lllrht~lt'\ .1< qullt'd 
PCS ltctn\l'\ rn ttw M.IJOr Tradong Ar.•,l\ oil<>\ An.,o•lt•\ """ {)orqo 
Co~hfornt w '>•n I r•m osto O.tkl.tnd <,411 '""' t.1ltfurnod Mt•mphos 
Tt>nllt'Ht't',l ott It Roc'- Ar~ o~ns.t~. and 1ul\,l, Qll.shom.t I ht• 
C.thfornr.t h<t'n\t's <OVI'r )ubstanu.>lly 0111 ol C•hlorn101 •lnd Nevad .. 
SBC I\ c urrrntly Op('rttton•lan t~ll of rh m•1or C 1lolnrnro~ NevtldcJ 
mdrkt'l\ .1nd Tul\.1 O~l.lhomd Du11nq 19'1<•. 'oiK ll'tt•lvt•d \I'Vt•r.tl 
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nT&T cellular n~tworks In Ar1um~s In ~xch11n~ fcx SBC's PCS 
licenses In Memphb, Tenn~n~. and Llnl~ Rock. Arkan~•'- and 
other consideration 

PCS st'rvtee was formally launched In ail th~ ~)or Cahforma 
and Nevada markets at diff~rMt tlmn throughout 1997, with 
the bulldout to other areas continuing. Th~ networlllncorporate~ 
the Global System for Mobilt' Communications stand11rd. which 
is widely u~ m Europe PBMS IS ~lllng PCS II> an off·t~-s~lf 
product 1n reta1l storn, through ~"du~ ~~nts and m 
company owned stores across California and N~vada. Significant 
competlllon exists, particularly from th~ two nubllsh«< cellul.lr 
comp.1n1~s ~•ch mark~t-

ln ctn FCC aue110n that concluded In Januery 1997, SBC 
acqu1rt'd eight ackhtlonal PCS llc~n~ for S.sk Tming Ateas that 
are w1th1n the fiv~·stat~ aree. 

SBC also has stat~·approved interconn«tlon egreements to 
rece1ve rec1procal compen~tlon frOO' lnt~xchange canl~rs 11nd 
otht'r local seMce providers olCCnslng Its wlreltoss networks In 
all states where It provld~s wlrt'l~ss servkes 

Comp.1mn that ~re gr11nted lkM~ In 11re1S wher~ SBC 
also prov1d~s w~reless s~rvic~ mclud~ subsldlllrln and effillo~tes of 
AT&T, Spr~nt and otht'r RHCs. Significant competition from PCS 
providers exists m SBC's ~)or m~rlteu.Compethlon has been 
bast'd upon both pri :~and s~rvk~ pac~lng. such IS unllmltt'd 
calling plans. and has contributed to SBC's d«Une In IVt'fllqe 
subsc11ber revenu~ per wuel~ss cus~ 

Under the Telecom Act of 1996, SBC may offer lnterLATA long 
distanc~ ovPr 1ts wlrel~ss n~tworlt both lnsldfo lind outside t~ 
recJulatt'd operatmg area!.. SBC hi' Mtf!'led the wlreleu lon9 
d1stance markets. and offers wireless long distance ~rvlc~ In all 
of Its wireless service areas. 

DirKtory 
SWBYP PB Duectory and SNET lnform~tlon Servicn. Inc. fKe 
competition from over 100 publishers of prlntt'd directories In 
their operatmg .1reas. Direct and Indirect competition elso exists 
from other acvertising mt'dla. Including ~~p~n. rldlo. 
telev1s1on lind d~rect m~il providers, as ~II as from directOtot'S 
offered over the lnterner 

OTHla BUSINESS MATTERS 

N- Accounting Standanb 1.1 June 1998, t~ f1flanclal 
Accounting St.sndards Board lssuect SUtemf'nt No 133:Accounbng 
for Denvauve Instruments and Hedging A.ctrvlues·(FAS 133), which 
will require all derrvativn to be recorded on the balince u-t at 
fa11 valuP, and will require changn In the fair value of the dHivi
trves to be recordt'd '" net income ex compreh~n~ lncom~ FAS 
133 must be adopted for years beglnn1ng after June 15, 1991), with 
earlier adoption permitted ManagemMt Is curr~tiy evllhJ.tung t.hfo 
1mpact of the chang~ In accounting reqwed by FAS 133. but Is not 
able to quantify the effect at th1s ume. 

Sec.- Note 1 of Nott's to Consolldatt'd Financial Sut~~nts for 
a d1sc uss1on of the new accounung st 1ndard on software cosu 

WlreiHs A<q1111ltlon '>ee Noh• 17 of Notes to Con!>Oiod,•tl'd 
r ln.sncl.ll Statements for a dlscusuon of thl' acquisitiOn of 
Comcast Cellular Corpo~auon 

Long OI.Unce Agreement On februaty B. 1999, SBC 
announ~"CCan a<Jr~ment wuh Wolhams Communi' attom 
(Wilhamsl. A s•Jbs1d1ary of WilliAms Cos Inc under \l\oh1ch Wdli.sms 
will •erw • SBC's long dlst.mct> prov1der As pdrt of th1s <lgret' 
m~nt. SBC plans to otCQu11e 1 ()'lg of t~ ,ommon stock of W1lhams 
Th1s mvt .tment w1ll occur s1mul"nt'Ously w11h oln lnlll.ll p~ '•he 
offering of common stock by Williams. locheduled for the H'tond 
quarter of 1999 

M«ger See Note 3 of Notn to Consohdated fmanCial 
Statements for a discussion of the merger agr~ment w1th 
Amentech Cocporauon 

SBC's Year 2000 Project SBC operates numeroulo date 
sens111ve computt'r apphcauonlo .snd systemlo throughout II• 
busmnses Smc~ 1996. SBC halo been worlrurHJ to upgrade us net 
works and computer •Ystems to prof)l'rly rccO()nize the Yc.lr 2000 
and conl!nul' to process crltkal operational and financialinlorm.l 
tiOf'l Comp.1nywtde teams are on p1.1 e to address and rew1"e Year 
2000 1ssuclo and processclo .-re under way to cvt~lu11e and mandge 
the nsks •nd cosu .nsoctatt'd w1th preparing SBC's date Impacted 
systems and networks for the new millennium 

SBC Is usmg a four step m~thodology to address the issue 
The m~thodology conmu of 1n~ntory and assessment, hi!rd 
ware and loOftwart' nx~lo. testlr .g tnd deployment SBC meaw11•s 
Its progress by tracking the number o f complclt'd hMclw.1re and 
software apphauons. network compon .. nu. person•! comruters 
and bulldmg faciht~ that Cln correctly process Y~ar 2000 datclo 

Inventory and assessment I• estlmatt'd to requ11e .20'11> of 
the overall effort and lncludt'~ tht' ldt'ntoficatlon o f 1tem1 Ul' 
hne- by lin<' revieW of loohw•re codt', loWitch gcni'IICS vendot 
producu t'IC 1 that could be 1mpacted by r'le Year 2000 and the 
d~~rminat1on of the work effort requ11t'd to emure compl1ance 
Th~ Inventory and aues,ment phast> has bet'n complcted. This 
process lnvolvt'd revoewing <>ver 340 nlll1or lint\ of wftwart• 
code. 1 . .200 Ct"nlral offiCe ~witches. 7.000 company bUI1dongs 
conducting an mventory and aHessment of 1 17.000 personal 
computers. and coordlnallng with 1.300 suppllen of 14 000 
products to obtain •dequate assuranct' they woll be Yl'lll 2000 
comph<lnt or dettrmlne and address .sny appropr~ate 
conllngency pl<lns or backu~ systems 

Making the hardware .and software f1xes Is the second phase 
of th~ proct>H and 1s est1matt'd to require 25'1- of the over<'!ll 
~ffort This a< llvtty 1nvolves modofyonq progr.am codt' upgradonq 
computer whwart' •nd upgr.adlng or replacmg hardw.trt' 
Aloof Decembe-r J 1. 1998. the hardwclre and software fl•es were 
sub~unt~ally complt'te 

Tnung mvol~s ensur~ng that ha rdware o>nd wftwarl' fi•es 
w1ll work properly 1n 1999 a rod beyond and OH ur\ both l>eforr 
and o~fter dcployment Tesllnq I\ 1'\11•·• Ut>d tu cumptlsr 4S'II. of 
tht o~ro~ll t'lfort Teloltng ~·" urly 10 1998.1lo more th<ln 
two--ttmdlo compl~te.and w1ll continue through 1999 to allow 
lor thorough tesung b<·fore lh~ f~ar 2000 Con11nqency plans and 
backup systt'ms .1re currently ~1n9 wllttPn 
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Deployment onvolvtos placing tht' •fixed· systt>ms onto., hvl' 
t>nv11onmt.>ntto l'murr tht>y ~~reworking pro~rly Addotoc>nal 

tt·sw>g 11 .JonP aftt·r d(!ploymtont as WE'll. ~ploymt'nt is tost i· 

matt>d to requne I 0% of the overall t'ffort . Mort' than half of the 

deployment phasto wo~s complt'ted as of D«t'mber 31, 1998 

SBC ex~tsto s~nd o~pproxomCitt'ly S265 on the t>ntrre 
prowc t. woth o~pproxomatel) S 140 s~nt through Decem~r 31. 

1998 As testtng and hardware and software fixes are esumated 

to requote most of the ex~ndotures. there os not a stroct correla· 

loon between cx~ndotures and prOJl'<t complt>Uon 

The ~.uvotoesonvolvt'd on SBCs Yt>~r 2000 projecllll'(~s.tnly 

requore l'llimates and pro)t'<:toons, <U described above. of aCIIVlttes 

dnd resources thdt woll be requortd In th~> future. Tht'St' l'Siim.tl~ 
and prowcuons could change as work progrt'S\4!1 on the prO)l'<:l. 

liQU IDITY AND CAPfUl RESO UR CES 

Sll( lldd S•160 uf CJih o~nd (dSh equlvalt>nts available at 
December 31. 1998 Commercoal paper borrowings .ss of 

December 3 I. 1998 totaled S 1,044. SBC h;u t'ntered tnto 
agreements woth several banks for lines of credit totaling 

S 1.460. dli of which '""Y be used to support commercial paper 
borrowongs (st>t> Note I 0 of Nott'S to CoMohdated Financoal 

Statements). SBC had no borrowings outstanding undt>r these 
Iones of credit o~s of Dect>mber 31, 1998. 

Cash from Operating Activities 

Du11ng 1998. as '" 1997 and 1996, SBC's pnmary source offunds 
,ontonued 10 be Co.Uh generated from or .-rations, as shown 111 

the Consolidated Stc~tements of Cash Flows. Nt>t cash provided 

by operatong acuvotot'l exc~ed SBC's constructton and capo tal 

expend•tures du11ng 1998.as in 1997 •nd 1996;this exct'ss rs 
rrfprrpd to ill frtoe c.uh flow. a supplemtontal mtoasurt' of hquldny 

sue Cjl'OI'ld lt'd fref' cash flow of S2.4S4, s 1,366 and 52.046 on 
1998. 1997 and 1996 

Cash from Investing Activities 
To pro>~de hogh-qual•ty contmuniCo~tions storvict's torts cus 

tamers. !.BC. Pclrlicul.lrly 111 Worehne and Worelt>u o~rauom 
must make 11gnofic.snt rnvt'stments rn pro~rty. plant c1nd equop 

mt>nt The arr1ount o f caprtalmvestment Is rnnuencl'<:f by demand 

lor ~('rviCes ~nd produc t• continued :Jrowth and regullltOry 

commotmt>nts 
~6( s capotdl e~l)(·ndnures tottled SS.927, S6.230 and SS,8SS 

for 19911, 1997 dnd 1996 C tplto~l e~l)t'ndltures In the Wrrellne 
segment were relllttvtoly unch.Jnged In 1998 compartod to 1997 

The Wlrehne srgmt>nt's til Pilaf e~~ndllurtos Increased 1291. In 

1997 due primarily to dl·mand rtolatt'd growth, network upgrades, 
<ustoml'r contrant'd rt•quor(•ments,ISDN projects .lnd SWBefl's 

''-'IJulatory conw••tnwrm Thl· W11el~ss st>gment's capital 
expl'ndrtures decr ~clsed 1791. and 2391. In 1998 and 1997 due 

prrm,uoly to exptor.drturtos for rnrt~al burldout of the PCS network 

dnd conversron of SBCs 'argest cellulcll markNs to drgnal durong 
199/.tlld 19% 

In 1'J'J'J rndnayt'lnl•nt rxpl'c•s total c.prtal s~ndrng to~ 
betwt>Cn S6.400 and ~6.1100.uprtal exptondrtures in 1999 wtll 

rto141t' p11mallly to lilt• continued t·volutton or the Telephont' 

CompJnles nt>twork .. rncludrn9 o~rnount• .sgrt·ed to unde r 

regu:auon plans at SWBt"ll, and conttnut'd buoldout of Mobolt· 

Systems markt'IS and P8MS ~Be er.~ts to fund ongatng capotal 

t'~pendotures w•th cash provodt'd by CPf>ratoons 
SWBell hcls substclntoall) completl!'d the addot•onal networl< 

and onfrastructure rmprovt~mt•nu to~ mJdt• over peroods 

r.lngrng th•ough 200 I to sJtosfy rt>gulatory commitments 

Cuh from Flnandng Activit ies 
O.v,oends decldred by tht' Bo.lrd of DuN tors ol SBC were SO 935 

per sh.Jtt' rn 1998. SOI!9Spt'r sh.lre on 199/ and S086 pe< sh.lrt' '" 
1996 Tht>~.e ~rshart' •mounts do not lndude dovodends dt'<lc~red 

and pdld by PAC and SNET p11or to their res~u~ mergt>rs Thto 

IOtill dividends p.1rd by SBC. PAC 1lnd SN[i Wf'tt' S 1,8361n 1998. 
S 1,755 111 1997 clOdS 1.795ur 1 1~ Pursuo~nt to thl' t~rms of the 

rnt'ICJl'' o~grt>Cment. PA( rrduc t>d oh d.vrdend betJonntng on the 

se<ond quartt'l of o9% nw IOWt'l ~.e<ond and thlld quar1e-t 
diVIdtnds p.11d 10 1996 Improved 1996 cash Oow by approxrmcltely 

S 195 SBC's dlvtdend pOlicy consoders loth the expectauons and 
t(-'Qulremems of sh<lreownrrs.lrlh•rnaloc•qulrement~ of SBC and 
long tl'rm growth opportunltu•s 

In Frbruary 1998. SBC Cclllt'd S630 of long· term dt>bt for 

retoremtont, oncludrng SIn at PacBell and SUS at S\VBl'll. and 

onued c1pprox1mately S.?OO rn debt'ntures at PacBell dUt' 

Ftobruary }008 and appro .l,..lcltely SJOO on dt>bc>nturt>s at SWBell 

due M.1rch 2041! In St>ptl'mbt>r 1998. SBC callt"d S l7S of 
long term debt forrellrt>mrnt. all <'ll SWBell In October 1998. 

Po~cBell repurcha~ S68<1 of debt'nturt>s 
Total dt>bttncrtoa~ dumsg 1997 dut' pn'T\clnly to tht' ossuance 

of medrum·tt'fm not~ and ~bt'nturt'\ dt thl' Ttolt'phone 

Comp.~n•c-\ .tnd debt redC't'mo~blt' t'otlwr on ,,nh or Ttolmex l sharPS 

Ourong 1996 PAC tssued S 1,000 of TOPrS. SSOO oll 7 56~ rn 

January r 996 and SSOO .Jt 8 5'11. 10 June 1996 bee Noll.' It of 

Note\ to Consohdcttt'd flnancral Sta temt"nts) Tht> pr<><eed~ were 

usl'd to rl'torl' outstand.ng \hort tc•rtT r1f'bt , p11maroly comrrwrcoal 
paper that had IO(If'ol\t'd SII)Oifll .11111 1 dliiii1CJ 1995 

S6( \ 'ldi Cclpi!JI C00\1\t\ of dl'bl (long ll'IITl dl'bt and d4.'bt 

matu11n 'llhrn one year) TOPr~ clnd shc1reowners equoty Total 

capltdl '" 11·a~ed S tOBin 1998 11nd S t.OS6on 1997 The oncrto<lse 
rn 19911 woH due to 1998 rodrnlnqs. p.~rtrdlly olfst't by lower dl'bt 

levrls Thr• rncrf'o!SI' '" 1<N/ Wll\ f)rorn,IJIIy .tut· tP hoQher debt 
fi'Vt'l\ d00 1997 l'dlllllliJI 

SPCs dl'bt rauo """ 41! ~ S I 1"" o111d So!!"" oJt De<: ember ; 1. 
1998, 1997 and 1996 The dt•bt r.ttoo rs crtft>cte<J by the scJme 
factors th.lt affecttot.tl c.Jpotdl 

MAUlT II ISII 

SBCs captla1 costs oltt' dorrctly '•nkt'd to flnanCIJI c~r.j busrntoss 

rosks SBC ~ks to m"""9t' the pott'nllcSI nt'<)atr~ efft'CU from 
mar~t't volatohty and markl't mlo. Co•rtarn fonancoalonstruments 

ust•d to obt,lln CclPIIoll .ur subjNI to markrt 11\k\ from fluctuct 

tram 111 molokN rnt<'ll'\ll,lh'\ Tlw "'•IJOIIIy of SOt\ lonanetdl 
mstrumrnl\ are mt•(Jrurn .md long term !rxt'd rate notes and 

debt'ntures Fluctuatoons on lllcll~l.'l mtl'rrst ••trs co~n lt'ad tO 

I A C. I t' 
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significant nuctuallom In the fair value of the~ noteJ and 
drbentures It is the policy of SBC to manage IH debt structure 
·•ncl fnrr1qr1 r•ch.mc)l' r••pmu"' In ordl'f to """'"II" c ••Jlll.ll c rat\ 
<Ofltrol ' "••nt~dltl~k\ •• nd md•ntaln fm~n~h)l flexibility ovt'r the 
long term Where appropn.lte, SBC will take actiOns to hmu the 
nrgo~llvc rffect of •ntNt•st o~ttd foreign •~change ratrs,liquldily 
.md countrrparty mks on shareowner value 

Quantitativa Informat ion about Martwt Risk 

Foreign Exchange Risk Sensitivity Analysis 

U S Dollar Valut' of 
N~t f01'"'9n 
£.;:~~ 

O•'C~mbr• !I l'l?ft Contr.c11 

SWIH frant s .24 
Japar.esl.' Yen 142 
French Fr,mc 37 
Chilean Peso 32 

Ntt Uodt'o lylnq 
F Ot~n (UIIH\CY 

Tr•nSoMtiQO 
bpowrt'l 

s 24 
142 

37 
)2 ----------Tot.l l E•posure S235 S235 

"'Ytt' ll"'.rt "no n('1 f"•powd lc:Jn9 ~horl C\ltrt'Ny pcwta ... M'd no fott"J'\ II<.~ lou 
l·om • 1()'.. ~ ..... ,.,. ol1t>r u \ .,._ 

The preced•ng table oescflbes the effects of a chan9e m the vo~lue 
of the Swtss franc Japant·~r yen, Chilean peso and French franc 
g•ven a hypothetocal ten. deprectatiOO of the U.S doll.lr Smce the 
1denufred exposure rs fully covered wrth forward contracts, changes 
1n the value o f the U.S. dollar whtch affect the value of the under· 
lying foreign currency commrtment ore fully offset by changrs In 
1ne valul' o f the foretgn currt'ncy contract If the underlying 
currency trdn\acllon exposure changed. the resulting mrSITioltch 
would expose the company to currency fiSk of the forergn 
exchange contract. For t hrs reason, all contracts are related to firM 
commuments and ITioltched by IT\olturrty and currl.'ncy 

Equity Price Rl1k Sensitivity Ana lysis 
SBC Is e xposed to equity price risk related to the change In the 
pnce of ArrTouch CommuniCations, Inc. (Air Touch) common stock 
related to the settlement of employee stocl< options At 
December 31. 1998. the net appreciated value of the equrty swap 
contract entered rn 1994 was S26. whtle the value of the undt>rly 
rng employee stock opuon exposures for A1rTc.uch common stock 
was S2S. led ng a net exposed long equny pos1t1on of S • If the 
"alue of Au Touch common stock increased by 26~. the net 
expose-! long equrty pomlon w ould Increase by S 1 to S2 Since 
Jc1nu.try I. I q<J5. the o~vcro~ge yearly share prlct• of Air Touch 
«>•""'mon stO<k has rncreJsed 26~. The equrty sw•p contract 
cxpues Aprrl 1999 and the last option gr•nt exp11es January 2003 
!See Not~.> 11 of Notes to Consol.d<lted financial Statements 1 In 
February 1999. m<>nagement evaluated the exposur~.> to future 
.tppr~.>cratron ol A;rTouch tommon stO<k and the Jxontofu to 
unwrndtng· the sv.~p As • result. SBC 1>t-9an exnmg the eqtllly 

swap contrdtt, recervrng co~sh for the Cipprecrated value of the 
contract and recognizing a minimal gain Once exited, SBC will 
rl'Cord 111 other income (exPi!n>el net future change rn the 
v.tlue of tlw underlymg employet stock opuon exposure If 
thr• value of AorTouch < ommon stock were to rncrta\e by o~n 

''" II 

additional 2611b from mrd frhru.lry 1999. SBC would rt-<Ord 
oldclr trorlolll'Mf)l'n\f• Of o1[ljllfltll11ollr•ly ~~~ 

lnter .. t R.tte Sensitivity 

The pnnc•p.~l amount by e•p<>< tl.'d m,llur ty avera9t' rnlt·rt•st ro11e 
and f.ur Votlut• of SBC's lr.thllrtll'\ th.tt ,,,. ~"•ll<l\f'd tu llllrfl•\1 ro~tf' 
rt\k .ue d~.>scrrbed In NoH•s 10 .md II of Notes to< omohddted 
fiiMr•cr.ll )tdlt'Oit'nls Follo ... .,,l•lll' SIIC s rntt>r••Sl r,llt' th•rtv.Jirlit:'> 

sul.tjt'< t tc •ntl.'lf'Sl r.llt'll\~ tnunt• of thl'\1' tJc•rrvottlv••s rno~turt• rn 
.lOOO through 20031 

Interest RAte DerivAtives 

!ntt>rrst R•lll' Swaps 

RNt'ovt> Varrablto/Pcly Fr•~ 
Not ronal Amoun1 

HKI.'d Roll!' Po~yal>ll' 

W<'lghtl'd Average Vclrr3bl•• 
tldle Recervablt' 

R<'< <'tV<' Varrabll'tPay F .. ~d 
Not ronal A moun!' 

fo.t'd Ratl' P.1yablr 

We-Ighted Avt'ragr Varrabl<' 
Ro~tl' Rl'Ceivable' 

1•rn 

sso 
714.. 

s '"" 

L~ 

s (}Ju 

Aflf't 

."00} 

S I l 

(>1~ 

ss., 

J.-.r\."4;u ... 

rol•• 11•111~ 

Sill 

k.-cr•-V•t~.abir r .. yftt"'t!I-I'T'o(N!\It'h'hf'I"J...,.'l,l•t \".0 n·,,,, I~ N•lrt"riA,..•h•tM"I•I•"' 
"'~'~ t~~rt·th •n ,..,.,.~ .. /C' .,,,.. .. ), ••·~ ut • ~' •·""J _, '• • ••V \,;.-, ~\.0 

"'-'••)"'"" 4n'ffll)tf VM~..abt.IY•r "-'"'••b'P W~J 0'\ '"''"t .t""C3 tt..- _,.,~ f.:.,..~'d ,,.,., 
.,.. .,,. .,ofl.J c:ut-.4" •• uw tt'{JOfl~ t.J ," .. ,._. '""''•~~'~' \t..tho~f·'' ,,,.,,...,, lfWN\ :-at»'-' lll'llll"'1\ 

R.,,,u· VJfi.Jblr l'•)' f ·1..4'd • rnc•,mt (!ftu ' ' ~t) •" lr•\r ._.._, .. J•I.ond.w ,.,,,., :wt ,...u • .., 
...,....~ M'!ff"''M.t ,,:_. Q4 il't. M\d, '• t ut..,.. cJ \! 1 

<y.,.q.trd A..-~ W4it"'t*' J,t_,~,. hr•••••tN 1 ... ~1 i..,. tut••n1 •nrf '"w .,,II_ I l Jf11'141r\J '"~""\ 
tit IJ . ., ,,.. j · ,,, ·• •• tt ... '~"""'1,..J ,,_. • ., '"" '.,._.. "'•-H· ·~...- 1111 

A\ olrl'\uh of ln!erl's t ratt• fluctudtlons If SBC w~.>rc to l'rmrna te 
thl' contracts, I! would be rt•qurrl'd to P•lY S2 to rt'pldcl' the fr•ed 
rail• flows Or ·unwrnd• t!1l' rntl'rl'SI SWo\P\ S8( dOt'S not rnlend 10 

tt'mlonottt' tht' SSO control' I .J\ •t 1\ hnl..t-d '" th,• v.llr,thl<' ro~tt• dt•bt 
1\Slll'u by SBC thdt also mo~lurt•s rn l <.199 

1 hf'rt• has been no m.stl•rtal ch.1ng1• rn thl' upddh·d rno~rket 
fiSh SIO(l' Dl:<ember 31 1997 

Qu'llltatlve lnformatlcn ebout Market Abk 

Foreign Exchange Risk 
from t tnt' 10 trme $8( milk('~ rnv('Stmt'I11S In OOt'fdtlf'll\ H1 fur 
e•gn countrres.rs pard drvtdl'nds. recerves prO<el.'ds frofl• \.lit'\ o• 
borrows funds rn fore•gn currt'IIC)' Bt'fO•t• mo~k•ng an Hh~t•stmrnt. 
or rn dnlrC•patron of a forE'rQn curll•nty rt•n·•pt. SOC wrll ofll•n 
t•ntrr lntn for w.)rd forergn r·•c h.IIIQI' < ontrdt t \ I ht• c Ullll,1<t s otrt' 
u~t'd to provrdr currency Jt ·• lr.t'd rM,. SBC \ pol•< )' rs tu lllt'd\•rr•• 
th•• rt\k of .sdvene currency flue tu,uron~ by Cillcul.ttrnq the 
poll•rltr.11 dollar lo\Sl'S resulllnq from ciMnges rn t'XC holiU.Jt' r.ttt•\ 
!hdl hdvt· d rt'asono~ble rrot).lhrhty ol occurrrllQ SIIC to•t•r\ thtc 
E'•J>U\Uil' tholl rr~ults from d ·"" ·'\ t'l.tl t••<t·f"d ilctt'pl.thlt• 
otmuunn ~I!C doe~ not \l)t."tul.llt• rn fort•oiJn t'xch.tn!Jt' mMket\ 



Equity Risk 
SBC ha\ exposur" to ro!k of market changes relatM to Its 
recorded habrlity for outstandtng employee stock options for 
common stock of AtrTouch (\pun-off operations). SBC plans to 
mdkt' open mdrket purchases of the stock of spun·off operations 
to sattsfy tts obhgatton for options that are exerclsM. Off-balance· 
sheet risk exists to the extent the market price of Air Touch rises 
tn value As dtscussed in ·equity Price Risk Sensitivity Analysis' 
clbove, sac evaluated the exposure to future appreciation of 
Air Touch common stock and Is exiting a swap contract related 
to the options h" Aprol1999. 

Interest Rate Risk 
S8C ISSUeS debt tn fixed and floattng rate instruments. Interest 
rate swdps are uSM for the purpose of ;:ontrolling interest 
expemc by fixtng the interest rdte of floating rate debt. When 
market cond1ttons favor lssumg debt In floating rate Instruments. 
and SBC prefers not to take the risk of floating rates, SBC will 
en•er Interest rate swap contracts to obtain floating rate pay
'111'111\ to sc•rvtc1• th l' deut In ~xch.lnge lor paying a flxt-d r11te 
SBC does not set>k to make a profit from changes In Interest r dtes 
SBC manages interest ratn sensit ivity by measuring potential 
Inc reases in mterest expense that would result from a probable 

c'1ange tn tntt;>rest rates When the potenu.1l1ncrease tn Interest 
~.>xpense evcP.eds an accf.'ptable amount. SBC rt>ducPs mk through 
the 1ssuance of fixed rate Instruments o~nd purchastng deuvauves 

CAUTIONARY LAHGUAC'i( COIHlRNING 
fOA WARD·lOOKING STUlMENTS 

lnformauon ~et forth tn th1s report contdllli forward looktng 
statements tha1 c1rt' subji!'Ct to rtslu c1nd uncertainties SBC c1.11ms 
the proti!'Ctton of the safe harbor for forward looking Slcllcments 
prov1ded by the Prtvate Secunt1es L1ttgat10n Reform ACt of 199S 

The lollowmg factors could cdus~ SBC's future rewlts to dtffer 
materially from those express('(! In the forward· looking state 
menu: ( 1 J adverse economic changes 111 the markets served by 
SBC or changes In available ti!'Chnology, !2J t~ flnal outcorm· of 
var1ous FCC rulemaklngs and judicl"l revaew,lf any, of such rule 
makings: (3) the flnai ou tcoml.' of vanous stdte regulatory 
proceed1ngs an SBC's e1ght·State o~re~. c1nd JudiWJI rev1ew. rf c1ny. of 
such proceedings. and (4) the umlng of en try c1nd the extem .:>f 
compemlon In the local •nd lntraLATA toll markets In S6Cs e1ght 
\taw iltl'd Reader\ Me cautioned th~t o tt wr f.lctOt\ d1scunrd '" 
thiS re00rt, dlthough not enumerated herr also could mollertally 
1m pact SBC's future earntngs 

, A 1.1 It 



CONSOLIDATED STATEMENTS OF INCOME 
'\1'1'1,.,.. 'rVI\ "'-'~PI.,.. ' ,,,, •·~nu 

-----
1991 J(n' 1'196 ---

Operating Revenues 
L.mdlint• IO<dl serv•ce S11,100 $10,334 s 9.4M 
W•rdess subscnber 3.783 3.371 }907 
Network dCCeH 6,S1l 6.11S t• 203 
Long dmance H>tviCe 2,lH '1 J~.' HH 
Duectory 3dvertoslng 2.420 usa .'.1 so 
Otho•r 2.607 2.118 1,948 ---
lot.JI opt•raung oevenues 28,777 16,681 J\.202 
Operating f.xpenuts 
Operauons and support 16,714 1 '80} 14 s 10 
(X>prl'<t.Jti~ , and amorttZdiiOn 5,177 U01 4.466 ---
Tot"l op.•r..,to~ expemes 21,191 H103 111.9/b 
Operating lncom• ----- 6,116 B/8 b.21b 
Other Income (Expense) 
Interest expense (9931 (l,Q.4JI 19011 
(qUity 1n net oncome of afflllah.•s 236 101 201 
Other 1nconw (~xpensel net 245 118) I lSI - - -Total other oncome (expenst>J (512) (970) (769) 
Income Before Income Taxu, Exttaordlnary Lou end 

Cumulative Effect of A"ountlng Cha~ 6,174 1. !>~8 S,4S7 
lncomt• t.lXl'\ 2,306 98( 2.070 
Income Before Extraordlnery Lou and Cumulative 

Effect of Accounting Change 4,'>68 1.6/ol 3.1!1/ 
Extrilordlnary lo ,s from hrly Exungu1shment of Debt, net o f to>x (00) 
Cumulative Effe< t of Accoun ting Change. net of tax 15 90 --- -Net Income s 4,023 S I ()}4 s j 477 = =- -
umlngs Per Common Share: 

Income B.tore Extraordinary Loss end Cumulative Effect of Accounting Change s 2 .01 s I) I«> s I ll 
Net Income s 2.06 s Qtl(, s 1 78 ---

Earnings Per Common Share - Auumlng Dilution: 
Income Before Extraordinary loss end Cumul•tlve Effect cf Accounting Change s 2.0S ~ 08\ s 177 
Net Income s 2.0) s 0 II'• s Ill 

" ...... 'lt•~ """'" ••r .n ""'f'9'.tJ p.lll of ..... (Ot'!~tttd r~I"Kwf u••~ 

'.& "'' JO 



LuN ~O LIDATED BALAN CE SHEET S 

Assets 
Current A sHU 
Cash and cash £'qUivalt•nts 
Sholl term c.nh lnvt•S tm~nts 

Ac<aurm ,.,,,.,vo~blr net of allcwanc~s for u~colle<:ubles of S4 71ar.d S430 

Prepaod l:l<penH•s 
Deferred mcome taxes 
Other currem assets 

T01al currenl .IH~ts 

Property, Plant and Equipment - Net 
~---,....--

lnt.nglble Auets - Ntt of Accumulat~ Amo~tlon of S741 and $1 ,047 

Investments In Equity Affillat" 
Other Aueu 

Total Aueu 

Liabilities and Shareown .. n ' Equity 
Current Llabllltlts 
Debt maturong w1th1n on(• yt'dl 
Accounts P<~yabh <~nd .lee rued liabilities 
D1v1dcnds payablt 

Total current loab1I111CS 

long· Term Oebt 
-------

Deferred Credlh and Other NoncurrentllabUitleJ 
Dt>ferrt>d onconw tJxes 
Postemployment bt>· cf1t obligation 
Unamortized 1nvestmen1 tax cred1ts 
Other noncurrent loilblh!les 

Tot.1l del<•tred cro'<lns and otht'r noncurrl'nt ha bthues ----------------Corporatlon-obllg.ted man~atortly redMmtbM J)f'efernd H<Vr!tl11 of subsldlary trusts' 

Shareowners' Equity 
Preferred shares IS I par value. 10.000.000 authoflzl'd · nonl' 1uul'dl 
Common sh.ues ($I p.!r valul', 7.000.000.000 authorlzl'd luul'd 1.987 $32,}4Y oJ! Ot·cembt•r 31. 19')1i 

,Jnd 1.984 141.1168 dt De<embt•r 31 19971 

C.tpotalon I.'XCl·H of par v.tlue 
Rct<tlnl'd carmnq\ 
Guar.ln!l•Pd obl1q.t11om of t•mployt'<' \ tO<k ownt'r~hlp plan\ ([SOP) 

Deft>rr('d compt>n\dtoon lt•vr Jqrd f ~OP ILESOP) 
1 rr•,l\ury \hdll'\ f)IU I /,!1 I li .J! Or•u•rllbl'l j I, 1998 ollld 29,74 1,356 4t Dt'<ember 3 I. 19? I. ,l! c 0\ll 

Accumul,l!t>d otht•r <omprrhcn~IV(' 1ncor~ 

Tota l \hareo~er s t>qu ot.Y 

Totalllabllllles and Shareowners' Equity 

. ,,1,. ,,, ,,, '\>I'IIAIO .\\1'1\ f•f f.' 110 Ul l"''r"' .,..,J -tin' '~ ,,f ttw ~,qte)tl\•t~ ()rtwt'th,VIf'i ot P.c.rltt r..w~~'\' 'OUJI 

'hr -'•• .. ~,,_..~,, t'tllJI'k,fr\ "''' ••• ,,,,,...J,_.I ,_.,, uf lhf' tOI'l~trd rti\M'tf~ Uttl'ftWf'lt'-

~' rfTibrt \I 

'"' 'Y't1 

s 460 s 410 

6 J]O 

S,790 ~ 14-l 

414 lSI 

419 1>00 

l79 4)(> 

7,5)8 1 ~I 7 

29,920 ]') ()(>8 

] ,087 3.663 

2,514 V40 

2,007 I.M8 

$45,066 $44.836 

s 1, 551 s 2,119 

7,980 II.HO 

451 441 

9,989 10.910 

1 1 ,61l 13.176 

1.990 '~c.q 

S,220 ~ /00 
]S9 .S31 

2,116 1.030 

9.645 9.HO 

1.000 1.000 

1/'88 9'1) 

9,119 ') ')(>() 

l .l96 I, 104 
(147) 1.'191 

182) 11191 

1882 1 tllOJ 

(632) IH41 

12.780 10 )}(, 

$45,066 $44.836 



lO N ~ULIDAilD Sf ATEM ENT S OF CAS H FLOWS 

Operating Activities 
Nrt oncumr 
AdJUStments to reconctle net 1ncome to net cash provldt"d by OPl'r.tunq •'< I .villi'\ 

Ot>prt·oatton .snd amorttldlton 
Und1U11bu ted earntngs from mvestments tn equity o~~ffthates 
Prov1S1on lor uncolle<llble accounts 
Amorttz.stton of tnvestmenttax credrts 
Deferrl.'d mcoml.' tax expens,t> 
Extro~ordtnary loss. net of tax 
Cumuldttvf' effec 1 of o~ccounung change. net of t.u 
Changes 1n opcrilllng assets and Habwt lt>s 

Accounts re<ervable 
Otht>r currt>nt assets 
AccuunH pdyablt' dnd <1ccrued h•brltht'\ 

Olht'r ,,., 

Total adJuStments 

Net Cash Provided by Operating Actlvltlet 
Investing Activities 
Construction and capllollexpc•ndltures 
Investments tn afftholtes 
Purchdse of short-tt'rm mvestmenU 
PrO<l't'ds from short tl'tm rnvt'SI~ts 
Ot\pt\SIIIOn\ 
Acqut\lliOns 
O lher 

Net Cash U"d In Investing ActMtl!!._ 

Financing Activities 
Nt:t change .r •hort tl'rm oorrowmgs wrth ongtno~l m<ltullttes of thrf'l.' month\ or l1''' 
lsw.mce ol other short ·term borrowtngs 
Repayml·nt of oth~r short term borrowrngs 
Issuance of lor.g term debt 
Hepayment o f long term debt 
Early l'l<llnguishrnl.'nt of debt Mid relatl>d Colli pr<•mlums 
lssuanc" of 11us1 oru;mated prt>ferred se<unttes 
Purch,He of fracllondl shares 

lssu<tn<<' of '-ommon sh.Jres 
Purcho~se o f trl'asury shares 
tssuancl' of trcdsury sholres 
01vld1'nds pa1d 
Oth!'r 

Net Cash Used In Financing Activities ----
Net tnCit'd\1.' td..,.rPdSl') on cash and c.uh equivalt>nts 

Ca·.h .tnd c.nh l'qulvolf<•nts tx:_gmnlng of year 

Cash and Cash Equlvalen!:.'_,E=-n-=d=-of-=Y="=' =-::o-=:..;;;:;=-~ 

'"' 
s 4 .023 

5,177 

1561 
51) 

1721 

Sll 
60 

1151 

(959) 

Ill 
(117) 

(6281 

4,)51 

8,)81 

(5,9271 

(151 

(421 
)55 

1,140 

l1 

14,5U I 

()671 

2 

(II 
41l 

(1, 121) 

(765) 

64 

14981 
)08 

(1 81l) 

(3,7111 

50 

410 

s 460 

l'NI 

s 1,(>74 

s 

S.l01 

11001 
SM 
t8} ) 

H'l 

190]) 

1~1.1 

I 4 j I 

'"'~' 
S.911 

7.S% 

lb.) 30) 

f )(, 

191()1 

1 o~·~ 
\Ill 

11 . 1111) 
1 3 

(6,(>/Q) 

~~~~ ll 
1.0/11 

t80St 

lYJ/ 

IWJI 
1(11 

lSI 

(1171 
.''1) 

II .I }4) 

171 

1840) 

HI• 

j}4 

410 

I'Nt, 

s J,4, 7 

4466 

11 38) 

438 

(871 
48S 

(90) 

( I 097) 

lOt 

~91 

14SOI 

4.4 24 

7,901 

tS SSSI 
174 1 

11 OOSI 
111() 

% 
(441J 

19 

lb44~) 

19/4 ) 

:>09 

1341 

988 
(443) 

1,000 

til 

•6SO 
~l 

( l 7651 
11031 

II 7091 

llSJt 

S77 

s 324 



CONSOLIDATED STATEMENTS OF SHAREOWNERS ' EQUITY 

Balanco>. December 31 1995 991 S 991 SIO.OOl s !s.-6J 
Net mcom" for thr• y<'ar 

IS I 711 J>f'' \h,or<•l 
Utht"r wmp~<•ht•rl)tVt' 1nwmc 
net of ta• 
Fore1gn currency translatiOn 
adJUStment net of 1ncome 
tax benefit of S28 

Total CC>_!!!Prehl'nsrve lncom!_ __ _ 
O•v•dcnds to shart·owners 

!SO 86 pet share) 
ReduCIIon of debt .moc.ated 

With ESOP 
Cost of LESOP trust shares 
dllocated to empk>yet- ~<Count~ 

Issuance of common shares 
Purchase of treasury shares 
Issuance of treasury shares 
Other 
Balanct>. December 31 1996 991 

Nf.'t mcomt' for the yt•ar 
rso 86 pe• shdrl'l 

Other romprehem1ve rncome, 
net of tax 

Fore1gn currency translatton 
adJustment net of mcome 

_tax e•pense o!2_38 _ 
Total Co'!!E_fehensove Income 
01111dends to sha. eowners 

iS0.895 per share) 
Reduction of debt associated 
vmh ESOP 

Cost of LESOP ".Jit shdtes 
dlloc.lti'd to employP(' de count I 

1\\Udllt~ of common share• 
Purchase of treasury shares 
hsuance of treasury shares 
Other 
& lance. December 3 I 1997 992 

Nl't 1ncomt for tht• yr•olf 
!S2 06 per shart•l 

Other comprehensrvt: ancome. 
net of tiu 
Fore•gn currency translauon 
adJUStment net of on~ome 
tax ben<' fit of S37 

Unreahzl'<l gaon on .walla bit> 
for·sale securl!rcs 

Less recl.uslficauon 
adJuStment for gams 
mcluded tn net Income -----

Totcll Com_prchNlSIIIt' lntOIIW 
D1vrdt>nds to sho)rl'owners 

ISO 935 per share! 
Two for one stock spill 993 
Recuctton of debt assoctated 

With ESOP 
Co\t of LESOP trust shares 
allocatl'd to employee acwung 

I) sua net• of common shJres 
Pure hast! of treasury sharo~s 
Issuance of treasury shares 
Other 

3 417 

(II SJ (1,680) 

20 

21 
3 14 

991 9.931 1.265 
~-____:.::.: 

1,674 

(1.755) 

39 

(38) 
J4 20 

992 9.966 -1.204 

993 (993i 

3 74 

(33) 
125 

4,023 

(1,836) 

~lanc•,O.Cem~r31, 1998 1,988 S 1.988 $9, H9 
5 

$],)~ 
- =--=-

c.u.tfl'llf"'"1 
<ltAg.tl..., 

pi f\<)P 

s (JJ 11 

ss 

ill61 

57 

(}191 

72 

$(14/1 

~twtf'd 
(..pn·(~•\.ltlo,)l\ 

11'.01' 

s 1421 

81 

11 &I I 

( lt'JI 

37 

s (82) 

A4' umuLttPd 
Ot .... 

com,•#llt'f'\v.rr 
(rl(un\# 

s 1~/lit 

(591 

63 

(5741 

60 

(601 

Sl6lll 

',h.tlf'\ o\•l lltl/ ' 11 

(lJ) 
4 

w 
7 

1121 
14 

(21) 

t6SOJ 
146 

1671 
BS 

I 

(7JJI 

t4981 
346 

SIUll 

),477 

iS91 
1,418 

3,4 18 

1.674 

(, ) 

1,737 

l.lll 

4.023 

1581 

60 

SJ.96S 



NOTES TO CONSOLIDATED FINANCIAl 

NOT£ 1. SUMMUY Of SIGNIFI CANT ACCOUNTING POLICIIS 

Bosls of Pr~sentotlon- Th • c~nsohd.ltl!'d fin.lnetal stclll'"' ·ms 

tncludt:' tht• .Htourm »f sac CommuniCiltions Inc. and lis nl4)011ly 

ownt'd ~ubsldt<.~nes !SBC). The statementl rtfiC'<t SBC '\ IIWIIJl'l \ 

wnh Pclctfk Tcll'sts GroYp (PAC) •nd Southtrn New Engl.tr 1 

Tel• <ommunltAIIom COiporatlon ISNETJ as poohnq of'"'''"'"' 

(SI't' Note 2) SOC's subsidiaries dnd ~ffthlllt'\ opN.lll· IJII•tlonu 

nantly on the communi<. I lOll\ SC'I\'ICt•> Indus tr y. provtdlngldndhnt• 

.111t1 Wllf'fl'\\ h•l••,ollllliUIIIC4fiOnS Sl'IVrCes and e'QUIPffit•nt .tnd 

<..hot·< tory Jdv.,rtiStng both domestrcally and worldw1dl' 

SBC's principal will•llne subsidiaries Cite Southwestrrn Bell 

Telephone Cornpllny ISWBcll), pro.rdmg telecommun1coltrons ser 

v1ces 1n Tcxils. M1ssouu. Oklllhomil. Kansas and Arkansils. Pi!ctfoc 

Bt•il (Pacat>ll, whtch o~lso Includes Pi!etfic Bell lnformallon Scrv•cesl. 

Tht• So.,thern New England Telephone Company and Nevada Bell 

(coileCflvely reftrred 10 .IS the Telephone Comp.tnll'S) sac' pnn 

CtpJI wrreless s~bstdtaries are S<>uthwestern Bell Mobile Systems. 

Inc PdCIIlC 81'.'11 Mob1lt> SNvlces and SNET C,.ilular,lnc SBCs pnn 

c 1p.11 d1rec1ory substdoartes are Southwestern Bell Yellow Page;. 

Inc •SWBYPt. Pi!Ctfic Bell D11ectory (P8 O~tectory) and SN[T 

lnformatton SNv1ces,lnc. 

All significan t intercompany transactions "'~' ellm.nated 

m the comol1d.st ton proceH Investments 1n partnershlps,jomt 

ventull·~ and lr \\ than m4JOrily·vwned subsido.tnes .lrt prtnct 

pally accounted for l '1de1 the equity method Earnings from 

certain foretgn nvestments accounted for under the equ11y 

method arc rncluO<.'d for periods ended wllhtn three months 

of SBCs ycM end 

The prepararton o f ftnanclilf Stlllements In conformtty w ith 

genc1afly accep:ed accountmg princ1ples tl'f!Uires management 

to make estrmates and assumptions that affect the amount\ 

rep--. ted in thl' financial st.llements and llccomp.!nylng notes 

ActuJI result\ Cfluld doffer from those estrmates Certam amounts 

on p•oor penod f~ndnCtcJI statements have ~n rco<lassified to con· 

rorm to the current year's presentation 

Income Tox~s - Deferr~ mcome tilxes are provtded fo1 wm· 

porc1ry dofferenct!S betwt-en the ca11ymg amount~ of .uwt. ,md 

lto~brlttiCS for ftn,•ncral rrportmg purpose~ o~nd the .smounts used 

for t.Jx flU'fl<l\1'\ 

ln~t'\tm.,nt tdX crt'dtls earned pnor to thetr repeal by the Tax 

Pdorm Act of 1986 ·'It' amortized .ss reducuom rn tncomt 11• 

expense over thr hves of the assets wh1ch gavt rise to the Ctedlts 

Cosh Equivalents • C.Hh t•qutvalents lnclu<'f' all hlqhly ltqutd 

rnve tnwnh woth urrotntlf mt~t unlles o f three nonths or less 

Otftrred Chorg~s - Dtrcc.tory advertising costs are deferred 

unttl th~ d1re<to·y 1s published and advertising revt>nues rt'latt'd 

to thl'.'se costs arl:' rec09n•rt'd 

Revenu~ R~cognltion!Cumulotl~ EffKt of Acco·mtlng 

Change - SBt ll' O(jllllt'' ll'vc>nut's ol\ edlnl'd Amounts billed in 

'"h''"' ,. ol tlw Pl'IIOd tn whtch serviCe IS rendered are recorded 

ol\ •• h.sblllty 

SN£T lnforrn~tron St'rvr t . Inc. pnor to January t. 1998, and 

PB Dtrl'Ctory, prror to J.lnu.uy l . 1996, rl'<CXJniu'd revenues and 

··~P'"'\'"' relatt•d to publl\lung direc. tones using the ·amorttza· 

STATE ME NTS 

fton· 111\'lhOd. lllldt•r wlurh II'Vt•nuc•\ •IIIII c'afll'll\'"• WI' II' 11., ri<J 

ntzPd over ~ht- 1·~·\ nr '"'' ftHrt '{U.f"\ , ~t·nr-rdlly ('r\(" rt-•H Eff, .. t lvt' 

J.tnuory I I~JII. lnr \Nf I lnrormdUOII Srrvo<r'\ 111, .111d 1.111u.,~ 1 

19%. for PB DIIN turv rho• ,,. <""'"""I w,l\ '"·""1•·11 ttl tht• ·1\\Ul' 

b.nl\ ·met noel <'I ·" • ""'''""I wlllt II lt'«XJilllt'\ tlw rt>,·~nup 1 .md 

,., pc•m•·• ·'' thr· """' thl' tt·ldtt>d d•rt'< tory 1~ pubfo1lwd Tht• 

d>.11HJt' 111 methodol09y WoH nMde bec.lusc tht Mut• basr\ 

n1ethocf 1S genl'r<~lly followt•d In the publrshmq utdu\lry,lncfudmg 

SWBYP and b...ctt•r rt·Oe< 1\ tho· ope1a11ng olctov1t 1 ol the busoness 

The cumuiJtovt· .1ltl'f IJ• t•Ht>cl or applymg th.•thangt-1 10 

ln!'thod 10 prrol Yl'.JI\ WJ\ lt•cogntlt'd d\ or JJnu~ry 1, 199tl.lnd 

1996 •" one ttmt!. non CoHh q.ltn\ of S 1 S. or SO 01 r"'' \hJrt• anrl 

S90. or SO OS Pf'' share nw q.lln\ drl• nt•t of dt>ft·ru·d t J • t·s of s 11 

.1nd SSJ Had thr· cu11ent n.o·lhod bo·t•n •'JlPhl'd dullnrt puor peu 

ods. rnctlml' tx>forc.> e•tramrlln.Hy lou <~nd cumui,Jiove efft"< t of 

o~ccounung cho~nge would not havt• tx·en matertdlly aht"<ted 

Prop~rry, Plont ond Equrpm~nt Propnty, pldl.t ,Jnd toqu•~> 

ment I\ stated at cost The co\1 of ,,dcl11tcm• o~nd \llb\ldnto.ll bt•t 

ferments Of prOPt•rty, piJnl dlld t'<lUIJliiH'OI 1\ Cdpilolflled 1 ht• COS I 

of m.untenance Jnd ll'p..JII\ nl prOPt'' ty. pl,lnt and roqu1prnt•nc 1~ 
thargt•d to OPt'r<.~t 1ng expen\l'\ Propl•rty. plant and coqwpr ·n t l\ 

dcprl'Ciiltt'd usmg strarght ltnt• method\ ovN 1he11 t•strm,Jit•t ·co 

no~IC lives. C)t'nl'ro~lly rangrng from 3 tu SO YNI\ In otccord.mt 

woth composot e group deprt•u.llton mt•tllodOirXJy wht'n ..1 purtoon 

of the l<·lephOnl' Compa11ws dl'prt"<IJbll' property. plant and 

CQUtpiTil'nltS lt'llled Ill the Ordlllilly COUI~l' or bU\IOl'H the• ljrO\\ 

book vo~lul' '' ch•rged to accumul.stt'd dt·prt.'(l311· ~, 110 q.so11 0 , 

loss 11 rec09n1zed on the diiPOIItron of th11 piJnt 

lntonglblt Au~u lnt.lng hh• ,)\\1'1\ '011\1\1 jllllll.JIIIy or Will' 

less ct•llul.lr .lnd Pt•rsoll.sl Communrt.ll•ons ~<'IVICl'l (PCS•IICl'lliPS 

\U\tOIT\('1 h\1\ dOd thl' t'Xct'SS Of COII\IIlt•l.lltOn p.tr<J over Ol'l 

dHets acqutred an bu11neu comb1n.t110m Tht•\t' dSSch .,,. ht•uHl 

tlmortrzed u~tnQ lhl' s1ra1gh1 line method C'VN PtiiC><I\ CJ •'IIr'l.tll~ 

rc1ngrng from S 10 40 )'l'iliS At Dt•c Nil I ~·• 11 I 99H .111cl I 'l'l t, 

amount\ mcluded tn nl'!rnt.sncJII.llt' ,,~\t'h tor hc~nw~ V.l'll' 

S2. 14 1 ,Jnd SJ )(Jl M.mtlgt•ont•IH p(.'ll<><iocJIIy rt'VIl'WS the co~~ry111g 
VtlfUl' tllld hv~\ Of all tnldOQtbfe a\Sl'IS l>JWO 00 ('Ojlt'(tl'(l futu11 

C.!Sh Oow~ 

Sohwort Costs The• (0\ l\ o r ll.irtlpl..'"' \Of!, ... ,,. purch.twd 

or devdopl'd lot lntt•rndl U\f' .trt• l'~pr•nwd Jltll<utrt>d Howt·v~r. 

'"'""' op. ''""1 y•.tt·rn \ohw,Ht' ~osn olre caprtclfltt'd ,,d ,moo 

filed ovt•r thE' t•lflllMtl>d t"<OnomtC lrve\ of the aHo. 1atl>d hJrd 

W.lre lht• Ame11cctn lmtilul~ "'f Certoru•cJ Public Account.lllt' "·" 

Issued a Stat<'ml'nt of Po\rtton tSOP.lth.ll "'4ullc" •'I"'· lu.Jitun 

Of lt'rtaln C.Omputt·r \UftV..tr(' t'•(:ll'lldlttlln I.Jt•gtri1UI.J Ill 19<)<) 

M.ln,HJemrnt Hlllltnues IU evalutll~ tht• 11np.~C1 of the rhilng1• 

In"" ·•unlln(j lt'QUIIt'<l by tlw ~p and •lllllCij)dtes th.H n wrll 

IOCII!o1\f r • I tnCOOlt' by less th,Jn SJOQ Ill 1994 Wtth Cl)nlj)<lrJblo• 

levels ol \Oftw.tre t'xpendtlurt'\ the• SOP woJ Jkftt•n,l to mcreJ\o ,,.., 

lncomt:: 1n compt~roson w11h SBC \.., rrt<·nt nwthod or Jccounung tor 

\Ohwat<• tOilS Howt·vt·r. tht• rncrt'J,,('S would bt> l.trgMI rn the 
1 

'ell 

of r>doptoor wrth d•m•n•shong ltoveh of orxrt',}\l'S, omp.~«-<:1 .,.1th 

current accountrng througho<Jtlht' ilmortrt<.~llon P<'llocl 

(onsequent ly gtvt'n cllherwtH• corr.p.sr,rlll" mconw lt•vt•ls t••tlu.t 

•ng softwolrP and ottu·rwtSt' comp.trdblo •ltv.dro' •'•IX!ndttur,•s, tht• 



,· 

effe<t of the SOP would be to incru~ income In the first yt>ar and 

de<rease Income tn e<Kh sut:sequent year unttl the number of 

yt>ars affeaed by the SOP equ.1ls the amontZation period 

Advcmlslng Cosu- Ccxts for advert1stng products ar.d scr· 

vcces or corporate Image are expensed as cncurred (see Note 1a,. 

Foreign Cuflency Translation -lo<.<~l currencies are generally 

constdered the functional curr~ncy tor SSC's ~hare of foreign opera 

lions. except In countries con~ed htghly tnflat.onary Sse trans · 

lates 1ts share of foreign as~s and ltabtltt~ at current exchange 

rates Revenues and expensei are translated using a~~qe rates 

dunng the year The ensuing foreign currency tfllnslatlon adjust· 

menu are recorded a~ a sepafllte component of shareow~rs· 

equtty. Other transaction gains and los~ resulting from exchange 

rate chang"· on tranw<tions denominated in a currency other 

thcln the local currency are tncluded In earnings a1tncurrld 

D~tiVOIIV~ FinanCial Instruments -sse d~s not Invest tn any 

denvattves for tradmg purposes. From time to time as part of its 

risk management Strategy, SSC uses Immaterial amounts of 

derivative financial Instruments Including Interest rate swaps to 

hedge exposures to tnterest rate risk on debt obligatio.u. and 

foreign currency forw11rd exch11nge contracu to hedge expo 

wres to changes tn foretgn currency rates for transaCtions 

related to Its forecgn Investments Dn1vatlve contracts are 

entered into for hedging 'lf firm commitments only. sse cur 

rently does not rt~cognlze the fair values of these derivative 

flnanciallnvt-stments vr their changes In fair value in Its financial 

1tdtements lntere11 rcltl.' swap settlemc.-nts are recognized as 

adjustments to int~'rest expense in the consolidated statements 

of Income when patd or rece1ved Foreign currency forwar~ 

exchange contr.lCts are set up to coincide with firm commit 

rnents ~ains and losses are deferred until the underlying trans

cJcuon being hedqed occurs, and then are recognized as part of 

that transactton PAC entered mto an equtty swap contr.ct to 

hedge exposur~ to risk associated w1th tts recorded liability for 

c~>rta1n outstcJndlnq employee stock options relattng to stock of 

AtrTouch Commur11cat1ons Inc. (Air Touch) (see Note 1 5). The 

l'qutty swap conu.Jct and Its liability are recorded at fair value In 

the balanct sheet as other assets or liabilities. Equity swap ~ettle 

ments are recornt!d '"tnterest expense tn the consolidated state

m~nH of tncome when p.1od or rece1ved 

NOH 1. MfRGfRS WITH SNfT AND PAC 

On Apnl 1, 1997, SBC ;tnd PAC completed the merger of an SSC 

subs1dtary wuh PAC In a tranlo<ICtion In whiCh each out\tandlng 

share of PAC common stock was t'Hhanged for 1 4629 sh.ltle~ of 

SBC common stcxk !equivalent to approximately 626 million 

sh<~res) . Wuh tht' merger. PAC became a wholly-owned subsidiary 

of SBC The transactton has been accounted for as a pooling of 

Interes ts and a tax free reorgamzatlon. 

Transaction costs and one time charges relating to the clos 

ong of the merg(-r were $3)9 1S2t !>net of tolx) Including. among 

otht·r ttems. the present valued amounts to be returned to 

(<~illorma ratepayers as a c;ondttton of tht' merger and exJ)t'nses 

for mveitment banker and profeHIOn<JI fees Of this total , $287 

IS 180 net of tax) IS Included on expemes on 1997.and sn ($35 net 

of tax) tn 1996 The amounts dut> to ratep.syers .He betng p.! ::! out 

over frve year\. from 199a to 2002 

On October 26. 199a, sse 3nd SNET rompleted the merger of 

dn ~BC substd1ary with SNET,tn a transacuon 1n whiCh co~t' share 

of SNET common stock was exchanged for 1 7568 shar{'s of SBC 

common stock (equivalent to .Jpproxlmdtely 120 m11loon shafl•s) 

SN[ T bec:oSmt: a wholly owned subsld•ary of SSC effecttve With 

the merger and the transaction has bet-n <!<Counted for as .J pool 

1ng of rnterests and a tax free reorganlz.ttron Fmanctdl statements 

for prror penods havt• ~n restated to Include the dClOunts of 

SNET Transactron <mil related to tht merger werf.' $40 I! 26 rwt 

of tax) 
Operatrng revenues. mcome before extraordrnc~ry loH and 

cumulauve effect of accountmg change and net mcomt- of the 

separate companies for the prt .. merqer J)f'llods of tlw l.1st thre{' 

penods were o1s follows 

0J)t'r .wng revenues 

SBC 
SNE T -
Combonl'd -- -

Nine Months [nd~ 

__ September )0, 

1991 

s 1!1,495 
1,606 

- -
S21,101 

--
lncoml' ~fore extra rdrnary 
ton and cumulatrv• • It('( 1 

of accountmg tho11>9e 

sac s ),OSS 

SNET 164 

Ad)~ents 3 

Comb1n~ s 3,252 

Net meum<' 
sse s 3,085 

SNET 179 

,l.d)ustments 3 

CombrnC!'d s 3,267 
---- ---

Yur EndC'd 

De-< f'mbf< ll 

199/ 1'.196 

SH659 S13 160 

2.021 1,94] 

S2<>.681 S2S,201 

s I 474 3 189 
198 193 

) s 
s I.!J74 s U87 

---

s l 47• s 3179 
1')4 1~l 

I> 5 

s 1.o/4 s 3.477 
-

Thf.' combtned results Include the etfrct of hange\ appltl:'d 

retroactrvely to conform tht> accountmg methodologot's bt•twl"t'n 

SNET and sac for pensron and postt>mployment bl'nt'fo1 \IK 

t>.lleves the new mrthod 1\ moro· prl'Vollt'nt .tnd l.>ett{•r rj•flo·~ IS 

the operatlom of the l.>uitness 
Post mtrg~r mltratrvrs- Dunng the ~econd quartt.'r of 1997, 

sse announced after· tax charges of s 1 6 btlhon related to ~everal 

strat~ic de<:tstons resultrng from thf.' merger tnte<Jroltron ,Jr<X{'\\ 

thdt began With thf' Aprtl 1, 1997 clostntl of oh tnergl'f wrth PAC 

which Included S 16~ IS 101 after td•) of ch.ugc.os rel~ted to sever.ll 

regulatory ruling\ durtng the second quarter of 1~7 and s2a1 

($ 176 after tax) for merger approval costs The de<lslons rrsultl'd 

from an eto tt'nsivt rt'vrPw of OJ)f'tatrom thrcHtQho>ul thl' nwrv• ol 

COmpany An<1includt• \oHnrfoc~nt IIIII'IJI•tron of uperoJtlons 4nd 

ton\nhdattou ut ' " ""' a<ln\lrti\lr.t'lvt.' •nd \upport functiOnS 

t'". J\ 



NOlES TO CONSOLI DATED FINANCIAL STATEM ENT S ( OHttH u to r 

Dur~ng the fourth quarter of 1998, sac again performed a 
complete revrew of all operation~ affected by thr merger with 
SNfT to d!'lermuw th(' rmpolCt on ongoing mt'rger Integration 
prorcnl·~ Hevtew tc<lrn~ e xamined operational functlors and 
evaluated all Slrategrc inrtiatives. As a resut· of this review, SaC 
announced net after tax chargei of Sl68 related to strategic 
ded~lom i!tl~lng from the review and cxpe"lslng of merger 
related costs incurred by SNET 

On!' time lhMgcs relatt>d to tht' Strdteglc. declslom reached 
by tht· revrew teams totaletl S403 (5249 after tax) in the fourth 
quarter of 1998 and S2 billion (S 13 billion after tax) In the second 
quarter of 1997 At December 31, 1998 and 1997,remalning 
accruals for anticipated cash expendrtures related to these 
deci~lon s .~ re approxrmately $323 and S432 

ReorganizAtion - sac IS centralizing several key furlCtlons 
that writ support the operations of the Telephone Companies, 
rncludrng network plannrng. strategrc market ing and procur('· 
m('nt . lt rs also consolidatrng a number of corporate-wide support 
actrvilles,rncludlng n?S('arch and development. InformatiOn 
technology, frnanclal transaction processing and real t>state 
management The Telephone Compani('S will continue as separate 
legal entrtles These initiatives continue to re5ult in the creat1on of 
some jobs and the elimination and realignn nt of others, wrth 
many of the affected eMployE.'es changing Jub responsibilities and 
1n some <d~e~ assuming posotions In other locations. 

SBC recognrzed charges of approximately S82 CSSO net of tax) 
durrng the fourth quarter of 1998 and S338 ($213 net of tax) dur 
1ng the second ouartcr of 19971n connection with these lnltla 
trves. The charges werl' compris<'d mainly of postemployment 
bE.'n<'frt~. poimiltily related to severance. and r osts assocrated wrth 
clo· •• ng down duplicate operations, primarily contract cancella· 
tlons. Other charges arising out of the mergers related to reloca · 
uon. retra1nong and other effects of consohdating certarn 
operat1ons .1re be1ng rr~cognizcd in the periods those charges dre 
oncurrE.'d DH.> onrtr~l Integration process subsequent to the PAC 
merger resulted rn sac incurring expenses for these merger· 
related rtems 1n advance of any substantial synergistic benl'flts 
During the second half of 1997, these merger related charges 
totaled S501 f$304 net of tax) 

lmpalrmenu/um veluetton - As a result of sacs merger 
Jntegrauon plans. strat('9 '< review of domestic operations and 
organrzauonal alignments. sac reviewed the carrying values o f 
related long·lived asse ts in the fourth quart'!r of 1998 and the 
second quarter of 1997 The rev1ews were ( Onducted company 
w•dc. <~!though tht> fourth quarter 1998 rl'view focusE.'d primarily 
on SNfl These revoews Included estimating remaining uS('ful 
l1ves <1nd cash flows ilnd identifying assets to ~ abandoned. 
Where this revrew lndic<1tE.'d lmparrment. disco1mted cash flows 
relattod to those assets were dnalyzcd to detl.'tmrne the amount of 
thl' lmpdirnWIII A\ ol re\ult Of tlli'W II•Vil'WS, $8( wrote off SOme 
ot\\<'1\ oll\d rt•cognllrd omp,urmt•nts to I value of other assets. 
•e wrdrng d combo ned charge of 5321 (S I J9 after tax) In the 
fourth quartt-r of 1998 a no S96S CS667 after tax) In the second 
quarter of 199 7 

The 1998 ompilrrmcnts dnd' rtteofr, primarrly relatc.>d to 
tc'C <>9111t1on of a11 unpt~rrrrwnt of thl' "~S('ts supporting SNET '~ 

, .... ' .. 

vodt'O o~nd lf•l('phol ny liiX'o,)lonfl \ . .11111 .tl\u 1mludo•<lo lo.utje~ tor 
rt•qurr!'d chdngt•> .n wrrt>lt•\s t•qiJiflnWIIt, rnventory dnd sites The 
1997 rmpauments and wrrt<'olls related prrmarrly to tht• wlr lr•ss 
dlgual TV oper.ltrons 1n soutlwrn Ct~llfornld. cl.'lhlln <~naloq ~witch 

lng l'QUIPniN\ltrt Calilorr1ia. c,·rt.tln rural .1nd other telt><o mrnunr 
(oltrons l'quipmc>nt In NE.'v.lC1.1 \Pit'< H•d worc-1!' \ \ t•quoponc>nt. 
duphc .1 tc• ' '' ob,o lett• o·quopnwnt. c.rl.>l•• wllhon tomnlt't<l<ll buold· 
"''J\ In C.llllornra. certain nonoperatong plant and other assE.'ts 

Padflc and South-U•rn video curtallment/purchese 
commltm.nu - SBC also announced on 1997 that it was scalrng 
baclo. rH hmrted direct onvr'stm('nt rn vod('O sNvoccs rn thC' Meas 
also serv!'d by PdcBE.'II o~nd SWUt'ff As,, result ol this curt.Jrlmcnt. 
SBC halt('d construction on the Advdnced Co mmunrcatoons 
Network (A(N) in Cahforni.J As part of an <lgreeml!nt wtth thl' 
ACN vendor, SaC pard thE.' llabrloti('S of the ACN trun that owned 
and financed ACN conmucuon. rncurrt'd costs to \hut down all 
constructoon prcv1ously conductro under the trust and receovE.'O 
certain tonsrderatoon from the vendor In the second 'Judrter of 
1997, SaC recognow, l nl't cxpenw of SSS3 (5346 after tax) •lSSOCi 
d:i'd w oth these actrvltoes Ourrng the thud quarter of 1997 SBC 
recorded the corresponding sho rt •<>•m debt of S610 prevoously 
rnct~rred by the ACN toust on us balance she<>t Addltoonally, SBC 
curtailed ccrt.lln other vldt·o rc•lalt'd dctiVItres oncludrng d1scon 
tlnulng Its bro3dband networlo. video trJals on Rolhard~on. TexiiS. 
and San Jose. California, substan tldily scaling back liS onvolvernent 
1n the Tel E.'· TV jornt venture and wrthdra .... rng II\ OP<'ro~trnm on tr• 
lltory served by SWB<'ilfrom th•• An1r•rrc.ut vc•ntlll(' Amt•rrc .tst 
p.utrwrs oil(' drsput1ng th<' wothdr.Jwdl 1n .rrbltratron ar•d litogallon. 
thl.' outcome of whrch Cilnno t be prediCtcd. but IS not e xf)t'ctt>d 
to have a mdtetrdllmpact on SaC's flnancrc~l condrtlon or results 
of operations Th(' collective 1mpan of thew dl'trsoons and 

actions by SOC rr•sulted "'., ch~ ''J(' o ( SI4S ,~<Jl .tftt•r lilA) " ' ttw 
S!'COnd QUdrter ol 199 7 

NOH L MlRGU AGRllloHNI WI TH HH lliECH CORPOUTION 

On May 11, 1998, SBC announcl'd ,, dl·frnllovt· oltJH•t•rnent to 
merge dn 58( subsodo.lr y worh Anwrtlf'C h ( t"P<JiilliOn (AIIWIIh'< h i 
In il tran~.tCtlon 1n whoch e~ch 'har•· ot Antcrrtech co mmon stock 
wrff be Wl111l'lted Into dnd f'llChanged fo r 1 3 16 ~harE.'s of SaC 
common s•ock lequ1valcnt to apprOklmdtely I .'ISO mrt11on sharPS) 
After t hl! merger. Amerrtech w1il be a wholly own•·d ~ub~rd1ary of 
SBC. The tran\ac tron . which ha< bt'f•n .tpprovt•d hy tho• ho111d of 
directors dnd shdot•ownc·r\ ol e.och comp.1ny. r~ 1ntN>d.:>d to be 
accountt·1tor .,, a pool1nc; of 1nteresh clnd tu bt.> ,, tax free 11•o r 
::~anlzatron. The merger ·~subject to certain r<•gulat'>oy .lpprov.tls 
Including th< FE.'deral CommuniCation~ (.ommlssron I ~ CCI olnd 
state commiSSIOns 1n Ohio ilnd llf1noo\ If Jppro volls ""' qo.Jntrd 
thl' tro~ns.rctlort 1~ 1•xpec ted to c low"' 1'1')'1 

SBC .md Anll'lltech own co ml)<•llng c ~lluldlloct•nses rn several 
markets. includrng, but not lomoted to. ChocJgo llhno1s .• lnd 
St Louos. Mlssourr !Overlapp1nq Cellular Lotc•nse\) In an c>tfort to 
comply with the f CC'\ rules and rr•qul.llonm ,rnd crrt.w> provl 
sions of tht• Mt•rgt•r A.(jlo' <•nwnt. \ BC .lnd Arownc••c h cxpt•< t to llt• 
ll.'(lUII<-d t..y thr• fCC to drv•·>l oHlt' of th<· Ovt•rldpput\1 t o•llul,,r 
Llcens<'S 1n t•ac h rn~rlo.t't and ·"" ,rttt•mptlnCJ 10 dt>te rnlln(• the 
m .snl'\0'1 on wh cr h an Overl<1pp1ng Cellular lot t'n\t· 1n e.:rc lo market 
should bl· d ovoo\ tt•d 



The pro fOIITlJ tff~t on SBC'~ COn\Ohd"t'd ~tall'rtWilt\ ol 

oncont' had thl' mergl'r O<c ~111'd on Jo~nu.try 1. 1996 os •• follow\ 

Pro for""' tuneudll~- __ 

Op•.•r.nong rev~nuc~" 
• oml· bt'fore ratraordon.v , 

loss ancJ tumulatovt! t'fft" t 

of accoununq ch.tf\9l' 
Nellncomr 

Seale earnings per share: 
Income ~fore t•t,.Qtdin.\ry 

IOH and cumul.!tov(' t'ffl'Ct 
ol.tctountong change 

Nl't lllCOml' 

Diluted earnings per share: 
Income ~fOri' ea11aordlnary 

ton and cumulallvt! tffKt 

of accounting ch6f\9l' 
Nl'l oconw 

ltM 

$45,9)1 

s 7,674 
s 7,619 

s 2.15 
s 2.14 

-

19'>. 

~41.679 

s 3.970 

s 3,970 

s 1 17 

s 1 '7 

S l.l) S I 16 
$ 2.21 s 1, 16 = ==..::::::::===:::: 

I'N<I 

$40 II'} 

s S.S}! 
s S.611 

S I 61 
S I 6S 

s 1 C. I 
S I 64 

Th1s pro form<~ Information does nottnclude the efftct of 

th<~nges. which wrll be applied retroiC11vely. to conform 

accounting methodologies bet~n SBC and AmerltKh !Mst'd 

on onform,ltlon currently available. management estimates the 

conformong ch.tnges wolf not matenally afftct the pro forma 

opt.oratong rt'vt!nues or Income before extraordtnary 10ss arw:l 

cumulah•l· effKt of accoont1ng change.Add1tlonally, the pro 

forma onform,ltlon also does not Include .tny potentral cost wv 
ongs whoch may result from tht! lntf'C)r.-oon of SBC's ,and 

Amerotl'ch'\ Op('•attons or futurt' tranwcuon costs relating to tht' 

mt'rgt·r lwhoth ""' t·sttm.ttt'd to be less than S90), nor dot'-s 11 con· 

\ldt•r .sny r.:or<J<!nozauon cosu or costs as\OCiatt'd wrth tht' d"posr 

too" of the Overlapping Cellular LKenses that m.ty be requ11f'\i 

M<1n.19ement '' unable to quanttfy the potMlllal cost wVIngs that 

may result from thl' rntegriltiOn of SBC and Amentec.h TM finan · 

CI.Jiomp.tct of the r~rgc)mzatoOn costs or costs as\OCiated wrth rhf' 
do~posotoon of the Overl<lppong Cellular Lic,.nses canoot be d~ter

moned pendong the resolution of the dosposal 

NOH 4. PACif iC THlSIS CIIIOU' FINANCIAl tlHOUUTIOII 

Tlw follow""' 1,1 oil' preH•nts summarlzt'd frnanCiallnformatlon 

fm PAC at Oeu•mlH·r 31. or for the year then end~ 

1tM -- -
Balance ShHU 

Current .1\\1'1' s 3,037 
Nnnuuu·ut oU\t'h 1S,4U 
C.urrt•nl loabolotoc•s 5,271 
Noncurrent ltabtlotll 10,412 

Income Statemenu 
0J)t"t.!ltn<) tf'~t·r.u,·\ s 11,)02 
Opc•r,wng ontomt• (IOH) 2.612 
Income ilonl bf.oforl' l'xtraord•n.,y 

lo~\ <1nd c umuldll\10' t•ff••" .,, 

accoun!ln<J chango•\ 

N1•t tnCOmt' 1.10\\) 
1,240 
1,110 

1997 

S 2,835 

t4,150 
4,513 

10.413 
= 

SIO,IOI 

I I "'6) 

IS-46) 
(224) 

1996 

s 2,474 

14.134 

3.527 
10,308 

s 9.588 
2,198 

1,057 

1,142 

'• f" " ·" n ' p!O\III:o·d \l'p.tlcltt' fonantl<ll \tdlt'nWnl\ .tnd Ot her 

d1sclu'u' <'\ for PAC ol\ mo~n.lgt•mt•nt h.1s dt'lt'rttllnt'<l that \UCh 

onformatoon ''not m.ttt•llallo thr holder\ of the .rusl Oog1n.lte<J 

Prt•frrrt'd ~I'<UIItot•\ f 10Pr'>) 1\N' NOll' 11 ), whiCh holvt' bee• IUdl 

antt'C'd by sac Tht\ onforrnauon 1\ ptOVIdt'<l ol\ ,, \llpplemt• ""' • 

NOH S. lUlliNG\ 'U SHUI 

A rl'COn(llr.uoon of tht• r~umo•ro~tor\ o~nd dt•nomtn.Jtors of basiC 

t'.)lntnq\ 1)('1 sh,llt' olll<l dolutl'(!poJrnongs Pf'l \holrt• for on(Omt' 

tx•lort•e•traordon.try lo\\ o~nd <umulolllvt' efftct of .-ccountong 

change for thl' yl'.,\ endt-c.l Ot'(rrnber ll. 1998. I Q97 Jnd I~ 

are shown tn thl' ldblt tk•luw 

Yr.a' ( ndfod (~ •"''"""f I I IHI 1'1'11 1996 

Numer.tors 
Numerator for b.l\t< earnong\ 

prr \h~rt 
lncomt bt'fort• extr.lorclmJry lo\\ 

4nc.l < umul<11tvr t•Hr-< 1 of 

4<COUnlilll) ChJ 1191' S4,068 S I .C>l4 SU37 

D1lut1ve potl'nllal common sharr\ 

0thl'r stock·b.t~ <Ompo n\.l.llon 4 ) 

Numt'rator for drlull'd 
rarnongs pcor \hIll' ~4.071 ~1.Co17 S3389 

D•nomlnato" 
Dtonomon .. lor for b.l\tC r•rntfl9\ 

pt'l \hdlt' 

Wl''9hlf'd .1\lrloi<Jt' numl>t'r 

of con1mun \'Mtr\ 

out\l•nd•n2_t~J 1,956.610 1 ~~.611 t 9S6.100 

Oolultvr potl'nhdl <omn>on 

\h•l('\ 1000} 

Stock opuons 11,701 I ) .'UCI 1 lBS 

Other \I<X o b.l\t'<l 
(0fllpttU\.Jl•l)f1 5,S4l 4.188 3.410 

Ornomon.uor lor dolutt'tl 

"'""'"9' pt'l \l..tlt' 1,91),15) 1,%1 ,'1!1 t ,•)00,9'1S 

S.alc ••mlngs per •hare: 
lncornl' bc·fuor Nll~mdln.uy 

k)U ollld cunlulJIIvt' rHI'<.t 

Of G((OUIIIIII<J Ch.tniJt' s 1.oa SOHll s Ill 
Extraordtno~ry lo\\ 10.0)1 
C umulallve rfft'< 1 of 

a<countonq ch,,. w 0.01 oos 
-

Nrt onconor s 2.06 SOM s 1 78 

Ollorted umlng• ~r 1hare: 
In< om(' bfforr ~•11.-ordm.,y 

lo! s and c umulo~u .. • dfl'< 1 of 

account•l\9 cho~r"J<· s 1.05 s 011~ s t 7) 

hllaordono~ry lo\\ IO.Oll 

Cumul.llrvl' rift'< 1 uf 

~~ounl~ <h.III<JI' 0.01 oos 
Nrt on<or•"' s l.Ol ~ OI!S s 1 ; J 

.. .. , 11 



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS •O"'"•utP. 

NOTE 6, PIIOHIIH, PlANT AND lQUIPMINI 

l'rnrwrtv pl.u11 •nd ~uipment 11 summolllled a\ folloo~~~\ " 
I><'( t•mlx·r 31 

land 

Bulldongs 
Co•nu~l olf1< •• ('(JUiptnt'll1 
tAlJir wuonCJ ••><.! condu•t 
Othrr equopment 
Under COO\IIUCIIOn 

s 44l 
6,142 

21,019 
30,916 

5,897 
1,)50 

7).466 

43,546 

s ~)4 

b.S01 

lS.I\64 
2'1,'#43 
\916 

1 . ~46 

70,21S 

"1 ,1 <17 Accumu14tf<l dejxl.'<~<~:oon 4lnd 41ffi0ft1Ut101'1 

Proplo'ttY; plant and equipment - net 
-~-

529.920 S19.008 --
SBC'~ depre<:lcli!On expense as a percentage of overage deprl'<la 
ble plant wa~ 7 2~. 7.4% (lnd 6.S"'b for 1998, 1997 ar'ld 1996 

·rtaln facilities and equipment used In operJI!om are under 
opcrdtong or CclpitalleasM. Rental expenses under operating 
IN~I'\ for 1998.1997 and 19% were 5440.5386 and 5346 At 
Dl'<l•mber J 1. 1998, the future mimmum rent•l ~ymenu under 
nonco~ncei.Jble ope.allngle.ues for the years 1999through 2003 
w4!re S 1,817. 52.652. 52.519,52.553 and S2.S08 •nj S7.096 there 
aftt'l C.'P''''I h~as.es drt' not signrficllnt 

NOH 7. tHYlSTMtNT IN TtUWl ST COMMUNICATIONS PlC 

Ounng 1998, 58C owned up 10 15~ of Trlrwc-)1 Communtcatoons 
pic (Telewe\1). the largest cable television operator rn the Unrted 
Kingdom Due to reWICtlon\ existing on the s,le of SBC's interest 
m lrlewe\1, SBC clc.counted for Its Investment using the cost 
method of clCCount ing Durrng the third qu,u1er of I 998, oJ\ •' 

result of Telewen·s merger with Gener.sl Cable, Telrv.'t'strntere<l 
rnto a nl'w agreement with Its kl!y sharl!hc.,dPrs,tncludlng SBC. 
whoch liftt-d tho\e restrrctlom. SBC w<n thPn r~uired to account 
for ru Investment tn Trlewt"St as ava1lable-for·s.liP secuntiM 
pursuant to Fu1anCial Accounting S"ndarlh Bo.trd S"tement 
No II S. 'Accounting for Certain Investments In Debt •nd EQUity 
St'Cullt•es· !FAS 115) Under FAS I 15, av•rlable ·for ·sale se<urrtre\ 
c~re rnl'd\ured a~ !au vc~lue in the \tatement of finanCial positoon. 
and unreahzl'd hold1ng gains and losses are excluded from 
earnmgs and reported as cl net amount In a separate component 
of shareowner~ equity until realized During 19911. SBC sold 
approximdtely 90'Ib of Its Telewest Investment for 5425 and m<lde 
.1 chJIII,Iblt• conttibutron .:>f the remamder. The net effect from 
Tt•lt•wl'st trdMolCIIons for the year ended 0.'<rm~r 31, 1998 was 
to oncrcase netlncom<' by S60 

NOll a. (QUITY INYESTMlNTS 

tnvestmt•nt\ on .~lf•h~ll'\ accounted for under the ~ulty method 
ondudl' SBCs mvestment in Telefonos de M~xico. S.A.de C.V 
( T<>lmexl. M,.xteos n .. uoncll tele<ommunlcatlons com~ny SBC 
1\ c1 membt'r of a con\Oruum tha1 holds •II of the AA sh.ues of 
Telmex \IOCk.reprt•\('ntong voung control of the company. 
Anotlwr mt•rnb<-r of the C'>moruum, Carso Global Telt'COm, S.A 

deC v . h,l\ thr llljhl 111 dppumt ,, m.tJO'•IY ultlw ''"•'<1111\ ol 
Ttlmr• \IIC. <11\o own\ l ~hare~ whoch h.JVo•lunolo'<l "llonq "'I"'' 
lhrouqhout 1'1911. C,flC \oh1purt""" ul ''' t '"·"''' U1rt'\I)Oil\<' lO 
OJM'Il m,ukrt 1holll' "'pur<h.t\1'\ lJy Telnw•. \0 lholl o,\ IOtcll ('QUIIY 
rrwc-\11111'111 rt•m.urwcl bt•tow 10"1> of Tclmex \ 10141 t•qulty 

'.Jpltollir.Jllon 
Other maJOr l'qUIIy rrwestml•nl\ ht•ld by S(IC ondud<' d 1997 

investment of .1ppro•omo~1<"1y S 11:>0 1n l!•lkorn ~A lln11tt•d I Tel komi, 
the \l.a1r own...J tt'it'<ommunl(oJUOns <omp<~ny of C,outh AltKol 
t\H Nott• Ill, an mdrr<'<1 IS~ ownershap 111 Ct·;;ett•l. d )Oont ven 
ture prov•dm9 o1 br0o1d r.lng<> of trle<ommun• .It ron\ ofh•11ngs 1n 
f rance.•nve\tmrnt\ on (holean tell'Communo<o~toon\ operdt•on• 
dnd mlnOtlly 0Will'l\h1p of \l'Vt'r.!l dOll II'\ Ill Wolt'it'\\ prOpt'llll') 

Thr folloYwlllg t.tblt• '' o1 rrtc•nol•.tiiOn ol SOC\ •nve\tmenl\ 
Ill ('QUIIY affoloottt'\ 

1991 I~~; 1 I WI> 

Srqonnon9 uf yNr $2.740 s•·~M St ot6 

Addillonallnvl'~tmt•lll\ ss I Olh 3H 

Equ•tv "' 111'1 uotollw H6 101 107 
Oovodt"nd· r('(t'l~~d (167) i90i 170i 

Currrncy troln~latoon oldju\tnwnl\ (110) It l~l 1941 

A('(~oiSSifluUom .tnd 

O.!_hl'f .ldJUStln<'nh 12401 , .. llol t l21 

End of yNr S2 Sl4 SJ 740 St %4 

Tht" currc•ncy llooln\ldUon adjustment lor 19'lll prun,tllly rt'llt·< 1\ 

the etlt'<l of ellChcln9e ro1te lluctu.tllons on '>IK 'onvt•\lltWnl '" 
South Afrt1o.c1 Oihl'r ooldjU\trnPnl\ feu i'I'IH It' fit·< 1 ,, wlllt• do"'n of 
an mtt'rn,mon.tllllvl'\1111('111 ,tnd tho• •o~h• ul poollvns of SBC \ 
Tt>lmrx I \hart'\ 

(urr('ncy 11Jnslauon adJUStments for 199/ pllm.troly rl'flt•ll 
t he effect of thl' exch.,ngt• ratr Ouctu.ltlon' 1111 'IlK''""'''',"'"" 
an South Alttcoln .1nd french tell'<ommun•t•ll"'"' tornp.;no£·~ 
Other adJu\lnWnt\ for 1997 refll'<t the \.th• uf purtoom ol SBC' 
Tt'lmco• 1 \h•lll'\ .111d the thdnge to tlo4! <~ ,, nwthod of ,lCcounl 
1ng 111 11}<)7 for S8Cs 1995 lnVl'Siml'nt tn South Alll<dl1 WU!'It•H 
operoltoons whoch wert' )Old dulln<J thl.' thud qu.stto·r of 1'1<)!1 

!see NOll' t 7 I 
Undo\lllhllti'<J r.un•ng\ lrom t·quoly .sflol~ollt'\ •~I'll' SYIIj dt1d 

S861 .ll ONt•rnbt·r 31, 1991:1,md 1997 

NOll 9. SluNlHT INIOUUTIO~ 

SBC hoH four fi'J)()rtclblt• \e9nwr.l\ Woro•illlt' Wur•lr\\. (ll•o•t turv 
and Othrr Thl' Wort• httP \t'<)rnt•nt pwvodt•\ 1,111dlont• H·lt'(Otnmuno 
callor.s servl<t'' mcludmg I"""'· nt•twor~ .l((l'\\ o111d long do\totnct" 
)('rVICl'\. tnl'\~'9'"9 olnd lnternrt serVI(e\ .Uid \0'11\ tU\10nl(•r 
prrmr~ o~nd prov.ttr bustnPss exchange t'Qurpnwnl Tht• Worl•lt•\\ 
Sl'<)mt:'l11 prO•tdt'\ Wlll'Jl'U teJe<on1mUnt(olloU11\ \('l~l(t" Ill( lud 
tng l.>uland 10119 d•sunce ~rvrces and \t"ll\ wuo•lr\\ •'Quopml·nt 
The Oort'( 1ury \("9t1WIII \l'lls o1dvermrng for <JIId pubh<atoon ol 
yt"llow 1>.19"' c~nd whrtt' P419l'\ due<torres .tll'i f'lt c 110111< publl\h 
ong Tho· Ottwr segment Includes IK ·olnt~rr1.111l>ll.lllllvt•\tl11t'11h 
and oth,.r domt•\lo< 01~r.11ong wb"d""'''' 



Thc~e wgments are strategiC bu~tness untu that offer dtffer · 

cnt products and serviCes and are managed accordi1191y SBC 

t'vatuate\ ~rformance based on income ~fore Income taxe\. 

adjuswd for normallzmg Items For 1998, normalizing 1tems 

mcluded g,\on~ on sc~le~ of certain non-!ore buslnes~s. principally 

tht· r~:qutrcd dtsposluon of SBC's Interest In Mo!Jile Telephone 

Networks (MTN). a South African national cellular company. due 
to SBC's onwstmC>nt tn Telkom, dnd charges related to strategic 

tnii1311Vt'S rcsultong from the merger integratoon process with 

SNEl I or 1991 normahz1ng uems oncfuded the cosH rt>lated to 

\lrdtt•gl( tntltdtovt:s resulting from tht' metgl'r lnt(O(Jratton process 

w•th PAC th· .np.sct of several second quarter 1997 r(O(Julatory 

rul1ngs clOd chcuges for ongoing merger Integrat ion costs 

(sec Note 21. <IS well as the gaon on the sale of the Telephcne 

Compante•s 1nterest in Bell Commun~tltions Research, Inc. 

Ill L>N crnbN 31. 1998 or for the yur tnded Wire liM Wiltlrn 

R,·venucs from external customers $22,097 S4.184 

lnt,•rH'f}mt'nl r('vcnue~ 111 1 

Dt•precrdtton ,Hid dmOrtlzllttOn 4,265 583 

lqu•ty •n net income of aHthates 25 

lntNest ex~me 861 179 

lncomt• hdor(' 1ncome taxes 4,364 490 

St•CJflll'nl d\\1'1\ 33,427 7,161 

lnvcstmentm equ•ty method 1nvestees 34 232 
(xpcndtture• for <~dd•uom to long-lived .tssets 5,178 644 

AI Occemb~r J 1 199/ or for the year ended WlreiiM Wllf'ltll 

Revenue~ from extemal customers 520,718 S3,696 
lntersl'f}mt'nt rewnues 208 
Ot'prftt<ltton o~nd amortiZation 4.095 401 

( qutty m rwt "'"'"~~'of ,,ffllt,ltt's (SI 9 

lntt'tt~\t '"'•Pt' l\t.' 837 152 
Income before 1ncome taxes 3,736 35S 
Segment ancts 32,018 7.071 
fnvo:stmt'nt 1n ,•qu•IY method investees 34 229 

£xpt•ndllurt•s for ..tddtltons to long llv~ anets ~.175 776 
--

AI t>...:rmb..·r 11,19% vr fcu there~• 1·ndtod WllrhM Wuc:k'u 

Ro•wn Jt'' from "•ll'mdl tustomers S19.751 S3.137 
lntt'r\t'9n1t"nl rt·~t·nut'\ 168 

Ot'pll'<tallon .onu o~morttzatton 3.954 397 

£qu1ty tn n('toncome of .sffihates (S) 22 
lntf'<t"\t t>•p.·n~t' 766 1C1 
In( Ofr1f• lK"fUft• lfl( ONlC' 1 Ut\ l./69 567 

t AJH'n«lllutr\ ltJt "'J,tlhnn\ to lunrJ f1v.-d .tU.-1\ 4 112 1,()()() 
--------

!Eiellcore) .md the forst QUdlter 1997 ~t·ltlt•mt'ntg.ton at PAC 

assoc1alt>d wllh lump sum ~ns1on payments that t'llCt.'eded thl.' 

prOJe<ttd ~rvtCl' and 1roterest C0\1\ for 1996 rt'lnemt'nl\ The 

eHe<l of c1ny norm.th11ng <ldJustmenn I\ shown \t'pdr.stely m thl' 

tablt• bt•low Tht• accounung pol•c•~:~ of tlw \1-<)rnt:nts a1t> th{' 

~.tme as those described 111 Note I Trans.~ct•ons bctwet>n S('(} 

menu c1r1• reportl-d at fatr value 

Corporate ddJU~tmtnts and eltm•nat10ns tnclude corporate 

c~Ctfvlltes . thl' rltmonlltJon of rnterH'qml'nt trdll\.ICIIons . .tnd otht'r 

cldJUStm('nl\ "'eluded m otht'r .ld)U\IIIIt'lll\ alt' dtlf<'rt•n( t'\ •n 

account•ng between sub~1drary and ccnsohd.t te<:t f1n4ncr.tl \till<' 

menu for postrt•wement benefots .st P.tcBell .md the t<t'dtmenr 

of conformtng c~ccountmg adJustment~ <1rtS1ng out ol the pt>Ohng 

ol tnterC>sts with SNET o~nd PAC that wt>rt• rl'quued to be treall'd 

as ch.tnges on o~ccounung prtnCtplt•s by thl' subsodtilllt'\ 

Cotpot~tf' 

AdJu•tmt nl> & N c01 m•ltzonv 
011 1"C'tOty Olt-..r [limtn•unm Adjullm~nts lm•l 

$2.~20 s 82 s 102 s (8 1 S28,777 

73 3 (1QOI 
)1 17 l2 1 5,177 

211 236 

It 37 (911 3 99 3 

1.1) 1 269 19S 1751 6374 

1.)85 2,8 54 239 4 5,066 

2,274 (26) 2,514 

30 11 64 5,927 

(otporoltr 
Adju\lnH>nl> & NCHm4111!ntJ 

L>u I'C 1 or y Othf'r fhmm4110n\ Ad)u>tn14'111> loto~l 

S2 t97 s 57 s 201 s !1881 51b.681 

8? }9111 
}ll Ill I ,().I ~.101 

}()(, ('It 101 

4 15 !}) 11 1,04! 

1.0·13 19} 1~ f},/4)) 1.658 
I }}1 3,398 1,12) 44.836 

2.503 !Uri } 140 

lll )41 f>}JO 

Cotpor•1r 
Adjuum•n~> & Notn,,.)hJinq 

Ottrclury Othrr [limlt\4ho•,•, AliJU\1fth"f11\ l<HAJ 

S2.llll s }4 s }01 s SJS.JO. 
()II 9 (}4~ ) 

18 I 116 4466 
126 n~>• 107 

'> )4 PI' •)() 1 

•O O IIH [ <I /I ~-IH 

IJ '> If)() >.8S'> 

, ' ·' . ' 



NOTES TO ( 0N SOLIOATED FINANCIAL STATEMENT S t!Okii'IUto' 

G"'9rapltlc Information 
SBC \ Investments outside of the Unned St.ttes are pnm.lnly 
accounted for under the equrty method of accountong .lnd do 
not reccrd on operating r~nues 1nd expenses the revenut•s and 
expenses of the ondiVldual companies in whiCh SBC onvesa 
long ltve<l assets consist prrmlrily of the book va lue of these 

onvestments 

Y~•rEnd<od~~ 31, 1,. 1997 ,_, 
Rn.,ues: 

Unrted St<ltes Sll,69l S16.624 S1S.lb8 

Mexrco 15 21 H 

South AfiiCcl .. 12 

france 4 s i 

Chile 1 2 ] 

Other foreign 17 7 1 -----
Tot.ll $28,777 S26.681 S1S.l02 

~~mlx-r )I, 19111 1'191 

Long·l lv.d AsHU: 
Un1ted States $)1,135 SJ0,279 

Mex1co 136 733 

South AlriCil 694 837 

Fro~nce 557 Sooll 

Untted Krngdom 339 

(holt' 59 295 

Otht"r ftur•9n 214 234 

Tot• I $3),495 S3l210 
---

JjOTf 10 . OUT 

long tt•rm dt•bt,lndudonq uller ... st r.llt s o~nd n!.tllllltot•\ .oS summd 
ru:ed .n follows dt D•·nrntx-r J 1 

swa.u 
~~11lUit'' 

5 38~ 5 88'!\, :00 I !006 
6 13.., b ~'!\, 2000 ~048 

7 OO'!tr7 7Siloo ~009 )0~1 

Jnamotlifl•d dt\<t>Uill nrt of premoum 

lot.tl dt'~nture\ 

Noles 

504'1\.161'•· 19911}010 

UnamorUll'<l doHou11t 

Totcll tiQl t'\ 

P•cB•II 
Dt·~ntutt.'\ 

·I 61'1o. ~.88"-" 
b0(h688~ 

I I}''" I I'•" 

1150'11> 

JOOI 1!114 

10011 }041 

2031 

~mOrlllNI d~SCOUIII llt'l of J>ll'll"'"" 
Tot<al dt'~nlurl'\ 

NOll'\ 
6 12CO, II 7rA 200 I JOO'J 

U11o1mortozt'd doscounl 

total notrs 

Oth~ no1•• •nd deb•ntur•• 
4 37'· b'lfo 1998 }00 

1 OO'Jt, 10 .. ~~ 1998 7013 

~diY101llll'<f ptt·mlunt Ot't of dt\<UUIII 

lot.tl otht•r nott"\ o~nd dt•ht•ntutt·\ 

Gu:;;dntt•rd oblocj3l•ons of UtW 
ll o4 l"t.·9 40'lb 1000 

~pnal~;dteasrs 
TotaiiOn<J term drbt.lncludlnq 

currenl matulltH'' 

Current mtttulllll'' 

;oto~llonq r~rm d1·1Jt 

,~..,..,, .. 

IP'!"'' 1'191 

s soo s soo 
1,750 I,S!>O 

1,150 1,750 
) ,400 3.800 

Ill I (361 
),362 3.764 

1,0(,) 1,23b 

lSI 161 
1,0511 1,230 

us 4 75 

1,19-4 I 194 

1,587 uso 
29 }}5 

) ,215 4 144 

(651 iii9J 
) ,220 4.0SS 

l,SOO 1 100 

111 1 1181 

1 .... ~ 1181 

SOl t>H 
2,048 2.031 
2,S49 .. (J6C> 

61 (>) 

2, 610 1.7 ]I 

127 19tl 

260 ]94 

12, 119 I 3554 

(507) (3/8) 

$11 ,612 s 1) 17(> 

In Februbry and St•ptt•rnb••r 11l<'lll, 'II< '''"''" ~Hil\ "' lon•J w11n 
debt for rt'tir('•rwnt '>II( tC'( U<jtlltr•tl tlflt•r t.t< 1 h~IIJ<'\ o 1 ~ 11 
aHO< .It I'd With II I' c dfhntJ of tllll dt'bt 

In October I'J<JII. f'clCHell rl.'purchtl\t."d S6b4 ollon!J tt•n· 
debt . The repurchclSt'S tt•wlted '" ol S60 .1ftt·r tJ• 1'411,\lllllln.lty 

loss, net of l<~•es of S4J 
At tH<t'mlx•r J 1 l'l')/1 tht' ~Y9"")3tl' p11r,op.tl .tmounts 

of loll(} trrm dl'llt and aver .age ontl'rt'\t r.ttt' schedJit'd for 
reJMymt>nt for thr )'t'.trs 19'J9 through 1001 wt'rt· S'>07 16 t."ul. 



SS74 ' '"i>l. S l,QJ.: (7 SG >). 59110 16 7%). 5749 Hd%) with 58,406 

(o 9'1o) due tht·tt·dfter As of December 31, 1998. SSC was In com· 

phancr w1th all covenants and cond1t1ons of lnstrumtonts govern· 

IIICJ II~ dt•bt 

Ot•bt mJtuung wrthm on(' yl'clr cons1sts of the following at 

DI'Cl'lllllt•r ! I 

1991 1997 
--- - -

CommercrdiJ,dper $1,044 51.412 

Cu11r•nt llldiUIIIIt'~ of long term debt 507 378 

Other short tt-rm dt•ht 349 

Toto~ I $1,551 52.139 
--------

The werghu:d dVI''\ge Interest rate on commercial l)iper debt at 

DN rmbt•r 3 I, I 998 and 1997 was 5 49'11. and 6.02%. SSC has 

l'lllt•rNI 1n1o •"Jrel'nwnts wrth si.'Veral banks for compen~te<! 

lmes of Crl'<.lrt tot<Jhng S6SS .1nd uncomj)l!nwte<! lines of credrt 

totaling SBOS, thus totallrnes of credit a>lllable areS 1 ,460. all of 

wh1Ch may be used to suppon commercial paper borrowings. 

SS( h,ld IIC. borrOWingS OUtStandrng undt'r these lineS of Credit as 

o f OPCemtwr 31 1998 or 1997 

,fOTE 11. fiNANCIAl INSTRUMENTS 

The c<trryrng amounts and estrmc~ted fair valut'~ of SSC ~ton')· 

term dt•bt, rnCIUdlng (U7h.nl mcliUritleS and Other f1nanC1alrnS1ru· 

mt•nts .• trc summdml'd as follows at ~ember 31 : 

'"' I'I'H 

C..rryl"ii Fair urry.ng r,,, 
Amo;.rnl V•lue Atno<Jnt V•lu~ 

SWUr•lf dt•lwnture~ $3,362 $3,531 53.764 53,828 

SWBrll noll'\ 1,058 1,12.1 1,730 1.271 

PatBell <ll•br•ntures 3,220 3,463 "'.055 4.337 

P.1c8ell notes 1,482 1,590 1,282 1,342 

Other nules and debentures 2,610 2,725 2.731 .2.947 

TOPrS 1,000 1,029 1,000 1,031 

Guo~r.tntl.'t'd oblrgdhons 

of ESOP 127 132 198 207 
--~· --
\Pro '•Otr 1• 

Tht- 1,111 v.tlur·~ of SSC s long term debt were t'SIImdted b.ued on 

quotl'd rn.ll~f.'l prt<es, where dVdllable, or on tht• net pre~ent 

vdlut· mt•tho<J of ex;>e<ted future C4~h now~ us1ng current Inter 

e~T rdtt·~ Th. fdrr value of the TOPrS wds e~tlmate<l based on 

quolt'd rn.11lwt prt<.es. The carrying amounts of commerndl paper 

debt ~l)p1oxomate fair v.1iue~ 

SSC dew~ 111,)1 hold or •Hue any financial mstruments for trad-

1119 purpow~ SBC s co1~h equivalents and short teom rrwe~tmt'nt~ 

Mt• r,•,ord<-d at .lmoruze<! cost. The ,,mytng amounts of co~sh and 

cash t'Qurvo~lents and st.ort·term onves!l~nts and customer 

rh·rm•,tt\ .tpproxom<~te f,,,r vo~lues . 

I' ott ohc Tdt'''' J •no~nctn<J I .1nd illtlw louU•l wrrt• form~ for 

the cxclusrvt• purpow of 1nu•ng prr·fl'rlf•cl nd curnmnn \('(UIItlt·s 

representing und1vrded benefrCrdl1ntt•re~ts 1r the frust~ dnd 

1nve't1ng the procet'ds from the SdiC"s of TOPrS m unsNurl'd sub · 

ordrnated dt•bt 'e<urttoe~ of PAC Under cert.un cHcum~tilnCl'S. 

dlvodench on TUPrS could bt· dl'lt•lfed for up to .1 pNiod of five 

ye<~•s PAC solrl S l btlloon of TUPr~. S!-00 <1t 7 Sr1"1, rn J.1nu.11y 1996 

through Po~<rfoc Tt>lt•SIS F1nancrngl o~nd S~OO .tt8 ~ ., rn June 1996 

through Po~cofoc ll'lesl~ Flnanc1ng11 A~ ot Dect>mbf·r 31 , 1998, th(' 

Trusts ht·ld subord1Nte<l debt securrtlt>\ of I'AC In prtnCipal 

o~mounl\ of SS 16 o~nd SS 14 woth ontt·u·st 1.ttr·\ of 7 Sb~ .~nd ~s;.. 

Both 1\SUl'~ of TOP•S Wl'te prrced .11 SJS rt·• \h.ut•, IMvf.' dn orrgo 

n<~l 30 yedr maturrty th.lt may bt ,•ah.'ndt-d t.op to 49 yNrs. o~re 

callable frvc vedt\ dftcr d.lte of so~fc dt p.~r .1110 Jrl' •ncluded on the 

balanct• shtt•t .n corporation obligated m 1ndo~torrly rl'dei?m.Jble 

preferrt-d WCUIIIII'\ of sub\ldt•IIY trusts lhl' pra<eech were used 

to ll'tlrt• 1hort tt•rm rndebtedness. p11mo1rrly commt•ruo~l pdpo•r 

SBC has guo~ranteed payment of thr obh!).rltons of tht· TOf>rS 

O.rivotlv~ 

SBC t•ntt.'ll>d ulto .tn l'QUIIY Swdp contr.ICI to ht-dgl' e•pasu1~ tv 

nsl< of mo~lkt·t chall(]t·~ r!"lotl•>d to II\ lf'(Orctr•d h.lbrhty for vUI\t.md 

1ng tomplor·e stock opt•ons for common st•K~ of A11lovd' (\pun 

off opera tronsJ .tnd assocoated \lOCk dPPil'<ldh •n 11ghh ISARs J 

:see Note 1 Sl In febru.Hy 1999. SBC bf'9oln "xttrng the cqurty swap 

contrll<.t,rf'(ervong Cdsh for tl e appre<ro~tt-d vo1lul' of th~ contrdct 

and rl'CO!Jnl/rng d ffi111111ldl g.Jrn OnCt• !!•lied. sse Will r~ord '" 

otht•• lllComt• texpenwl net futurt• chdllfJl'\ 111 tilt' v.tlur of th(' 

underlying employee sta<k opuon e•posutt• '>II( piJn\ to mo~k•• 

open market purchases of the stock of srun off <>peratrom to $dl 

lsfy It\ obligatiOn fnr optrom th. 1 dfl' t!xerc1Wd Off bal<~nce-sho~et 

nsk ('XI\ I\ to tlw 1•xtent tt.e m,uket prrc•• of thl' \lOCk of \pun off 

OJ)('rdtrons rl5l'5 .tbove tlw market pno•r<'flf•cll'd on ~h liolblhtys 

curren1 ColHy.ng value The equtty \wdp hedgt•d thr1 t•xpo\•rre .tnd 

mlntmrz<-d the rmpact of martel fluctuat10n\ . The contract entitled 

SS( tO rt'(CiVl' \l'ltlement paymentS 10 thf l'XIl'nt tht' pr :Ct• Of the 

common \lod of \pun off opeoatrons row dbovt' th(' not•onal 

v<~lue of 513 74 per shdr~. but rmpowd .tn Ohhg~tton to make p.Jy 

m<•nts to the l'xtt•nt the puce declrnrd tJclow th1s ll'~et lht' swdp 

dl\o obhg.ll~ sse to mdke a monthly payment of a IN> bdwd on 

LIBOR Thf' totdl notrondl c1rnount of th!' contr.tct. S I 3 <1nd S 19 <11 

of Decr·mlx•r 3 I 1?98 ,tnd t997 tovo:r. d thr JPPtOIIITidll• numtx•r 

of tlw Oul\ldnd1n9 optrom .tnd SAR\ of \JllH1 off upr•r,Hions on 

that dolll' SBC )>eflodlcally dd)U\Il'd dOWIIW.Jid ''"' UUI\t.mdrng 

notrono~l amount ol\ the opllom Jnd SAil\ wl'rl' t•xt·rcosed 

Both tht• t>QUIIY swap and SBC 1 lodblhty for th1• \tOlk opt1ons 

clnd '>AR\ of \pUn·C'ff <,J)('rdi•On\ .til' CJrrr!•d Ill till' bJ),\nC(' sheet 

at tht•ll m.trkt•t vdiUI'\, Nhrc h w('fl• rmm.11r•rr.11 ,t\ ol [)ecf'n ·bcr 3 I . 

1998 dlld 1!}9/ (hltn\ dnd 10\\('\ from fiUdttt•rly I11Jr~1·t .ldiU\t 

ment\ of the C.'lrryrnrJ dmounts were suh\t.tnt•ally u!ht.'ttrng ;,, of 

01'(r•mt)('r 31 , 19?8 11nd 1997. till' JCtountong lou th.lt would 

t1.1v•• tJ4•t•n HH uru•c1 frum nonpt•tfoundnCf' hv th•• counlPfJMrtY to 
till' t•qurly \Wolp w.l\ ',}(,,Ifill S 1·1 



NOit~ TO CONSOLIDATED FINANCIAL STATEMENTS CONIIH ldO ) 

NOH 12. INCOME TAXES 

S1gnrftcant cornponenh of SBC's drferrl'd tax II.Jbiltt1e~ and a sse·~ 
drt' dl follow1 dt December 31 · 

1HI 1997 

Deprec1auon and amortizalion $3,959 $3.679 

Equity m foretgn ~ub~1dlarie1 357 2S3 

Other 3SS 2.052 

Oefrued ta~ liabilities 4,671 5.984 

Employee benefits 1,707 2.S28 

Unamortized Investment tax credits 91 174 

Currency translation adjustments 333 303 

Other 1,244 2,140 

Deferred t.tv lUets 3,375 5.145 

Deferred tax as~u valuation allowance 36 70 

Net deferred tax liabilities $ 1,U2 s 909 
.--= 

The decrease in the valuation allowance Is the result of an evalua· 
t1on of the uncertatnty associated with the reallutton of certain 
deferred tax assets The valuation allowance is malntair ed in 
deferred tax assets for certain unused federal and state loss 
carryforwards 

The components of Income tax expense are as follows. 

1991 1997 1996 

Federal. 
Cuuent ~1.583 S786 Sl.443 
Del<'"tt'd net 07 76 364 
ArnortiZdtlon of Investment 

tax cred1t~ (721 (82) (82) 

1,948 780 1.725 

Statt> and loc.11 
Current 262 41 224 
Deferrt'd nttl 96 163 121 

358 204 345 -----
Total $2,306 $984 52.070 

A. r~conctl.,mon of mcome tax expense and the amount com· 
puted by apply1119 the statutory federal incomr tax rate (35'lol to 
1ncome before Income taxes. extraordinary loss and cumulative 
effect of account1n9 change is as follows· 

199t 1991 

lax<'\ c<lrnputcd at fc<lcr.sl 
st.ttutory rate $2,231 5930 51.910 

Increases (decrease-s) tn tncome 
taxes resul11n9 from 

Arnorttzat·on of Investment td> 
credits over the life of the plant 
that gave nse to the credrts (471 (53) (53) 

Stdte and local mcome taxe1 net 
of fedcral1ncome tax benefit 233 13J 214 

NOH 1} IMPlOYII IIN£11TS 

Pensions - Substantially all employt>es of SBC are covered by one 
of various noncontributory pension anC.: death benef1t plan1 The
pen"on benefit formula u~<'<lln tht' d~·trrmln,ltlon of pem1on 
cost for nonmdn11gement employees 11 based on <1 flat dolla1 
.unoum 1>er ye.tr of se1vtee <tccord1ng to job ctassifkatlor For PAC 
managers, nenef1a accrue 1n ~ep.Jrate account balances basl'd on 
a fi1<ed percentage of each employee's monthly salary w1th Inter· 
e\t For all other managers. ben(•fiH .tee rue in !>epcttate account 
balances b<1sed on a fixed percent<lgl" of t>ach employees 
monthly salary plu~ Interest or are determined basl'd upon a 
stated percentage of adjusted career mcome Both the 
bargaming·unlt o~nd management employees of SNET have., 
cash balance pension plan Accordingly. pen\iOn beMfla are 
drtermtned a\ a single account balance and grow each ye1r w1th 
pay and Interest cred1ts 

SBC"s objecliVI' In funding the plans, 1n combinatton with the 
standards of the Employee Retirement Income Securtty Act of 1974 

(as amendl'dl.ls to ac~umulatr funds suffic1ent to ~~ its benefit 
obligat1ons to employet'~ upon the11 retirement. Contnbut1om to 
the plans are made to a trust for the lx>nefit of plan partk1pant\ 
Plan o~~sets consist primarily of stocks. U.S. governmPnt .tnd dome~ 
he corporate bonds. Index funds and real e~tate 

The following tdbh.• prr\ent\ thr• change tn tlw P<'ll \ IOn pl .tn 
benefit obligatiOn for the ye.u~ rndl'd D~embcr 31 

1998 t'N I ---
Brnef1t obllgatton at be<Jinnlng of the year s 18. 116 s 16,))0 
Sl'rviCI' COli benehts ea1ned during 

the P<'"od ll9 JOO 

1n•cort'" cost on ruoJ~ted b<mcht obil9atton 1,265 1.237 
Aml'ndments 2S4 401 
Actuanal ga1n 566 1.398 

Special trrmlnauon bent'ftts 53 
~enl'ftts pa1d 11,7231 ( 1 .~ -'I 

Beneftt ~bll<).atoon .11 C.!:~d of ~~r ___ $18.870 s 111.116 

The followtng tabll' presents th<.> rhange 1n ~l'nSIOn pl11n assets 
for the years ended December 31 dnd th<.> pens1on plans fundt"d 

status at Dr<<>mber 31 

Fau v<1lue of plan .t\Wt~ <It beglnnmg 

of thl' ye•r 
Actual rf.'turn on pldn .SS\t'l\ 

~nl'Otspdld 

~.ttr v<~lue o f ~d" dSsct~,:_:nd or ytar 

Fundl'd \tdlu\ 
Unrecogmzed pnor !><'rvlce co1t 

Unre<O<Jtllled n.,t 9~'" 
Un.trnoruu•d tr.tn\lllon .tnt-t 

'"a 1997 

S24,998 

l.75l 
(1,720) 

$27,031 

S114l8 
4 111 

(1.541 j 

S24.998 

s 1'>88] 

1 211 

17.081) 
(895) 

l)ther - m·t 

lotdl 

( 111 J (26) ( 11 ) Prj>p.lld ~11SIOII C~SI 

s 8.161 
1.112 

(I,J271 

(7S9J 

s 187 S Ill 

--=====S=' :::'3=06=·-====5984====='S:=;2.070 

' l c. I II 



The followtng table pre~nts amounts r~ognized 1n SllC \ 

Con\ohda tt'd Balance Shet>ts at Oe<emlx-rl1 

P~t•p.l•d pens1on CO\ I 

Acnued pen soon loablhty 

Nt•t .1mount r1"<09nozt'd 

Net ,wn\•on cost" composed of the following 

St·rvoce cost tx>neht\ earned 

dunng the per rod 

lntl'IP\1 CO\ I on ptO)I'< tt•d 

0l'flPftl r ~ltQiltiOn 

b,K'< ted retutn on pldn .n~t\ 

AnlOtt•zauon of pnot servoce cost 

RecCXJnozed dctUJIIdl gJon 

Nt•l PI'0\101\ l>"nl'fil 

19M 

s 339 

1,l65 

(1,771) 

l7 
(99) 

S (lUI 

ltM 

s 119 
(43ll 

s 317 

1997 

s 300 

1,131 

(1,6-40 ' 

15 

Ill~ ~ 

s llOJI 

s 

s 

1991 

S S45 
(4181 

S I 77 

IW() 

lll 

I 226 

(1,6641 

(19 
19) , 

(2311 
----

S•gnof!C.1nt we1ghted average auumpttom used 1n dt"velopmg 

pens1on mformat•on mclude: 

1991 I \IV/ 1Y9(. 

Oos ount t,tto· fo1 dt•trrnunonq 

piOJl'C It'd bt•nt>fot oblo,_duon 7.0% 7 2S'"' 751\, 

long term rdtr• of rt•turn on 

plan asn•l\ 1.5~ as'"" 85 .... 

Coml)')sote r,w· of compenYIIOn 

tnC'l'~\,. 4.) .... 4) 43'9, 

llw prowctt!d bl'ndlt obhgauon Is the actua lal pc.:sent value 

of a:: benefits dttrlbuted by the pen soon benefit formula to 

pu.>v•ously rendPrt•d employ••t' serv1ce It Is mrasurt'd base-d on 

.tHumptrom cone '''"'"9 futu1e tntrrest rat< sand employt't' 

1 on;,wm.ttum lt·wh Should actual expenen<e doffer from the 

oil IUollldi dS\Unlpllons, the benefit Obhga110n Will be affKted. 

In Aprol 1997, m.mclgement amended the Pf,'nston pliln for 

non PAC manag1•rs to a cash baldnce pension plo~n eff~tlve Junt• 

I 19"7 Undt•l tlw nt•w plo~n. pdlt•<•l>clnts ace rut> bendoh ba~t'd 

on ,J pe1n•nt.H1•• of poly plu~ ontercst In o~ddltlon. a tr;!n\tiiOn oen· 

dot ~~ phd~Cd 1n ovt>1 f1ve ~·E'clrS The new plan also lt'QUIIt'S com 

putatoon of a gro~ndf,Jthl'l~d bencf1t u~1ng the old formulct for fove 

yl'ilrs PartiCipolnt~ rr•u•1ve the grl.'ater of tht' ca .h t'dlance benefit 

or tlw grandf.ltlwrt•d bt'owf1t Thr n~w cash bdtdi\Ct' plan .JIIow~ 

lump sum bt•owflt pJynwn~\ 1n o~ddltlon to annu1tot's This change 

clod not holvf'., 119111frtant 1mpoJct on SBC"s net Income fcx 1997 

In March 1 Y96. mJMgt>mf'nt amendt'<l the pension pl•n for 

PAC mclno~ger~ from t1 f1no1l p.ty pl.m to o1 C-'sh balance plan eHec 

t•••· July I, 199t> An t•nhdllCt•d trans111on beneht, J.uf'd on frozen 

f'•IY .md wr Vltt' '" of June JO. I 9YO. won t'liclbllshc-d to preserve 

'"'"'''''~ .llrt•.ldy Jtcrued by salclllt'd l'mployees under the final 

po~y oldn and rt•sulted" an me rea··"'" earned benefits for most 

"mplo:;t>t>s. SBC dl~o updatl-d the c~ctuan.ll assumpuons u~ m 

v.oluorog the PAC piJns to ref:ect c hMtqes 1n market tnlt'f~sl r•tes 

ollllli!•Cent l'Xpt•rwnet•, ontludtng cl ( hdn\1"10 liS clHumptlon 

concern.ng fulurt• old hot Ill( rt•il\1'1 HI P<.'11\tOn l>enefltl lil~t·n 

toq1 the1. these t h .lnQt'' mcrec~sed nt•t 1ncome by apprll••mJtely 

S 115 durong 19% 
Approx1matt•ly 4 100 t>mployt·o•s ll'h Po~c!WII d ... ,nq l'lr;(.o 

undt•r rf'ttremcnt 01 voluntol<t ,ond 111volunto~ry lt'VI't.ln<•' tllO 

(11,11111 ollld leq•llll"d ll'l'tldl po•moon h••IW(ot\ and rdSh lll ( l'l•lllil'S 

IIIIOIIIIt'C ' IOn wllh tht· Pt~cBell rt'\tructullng dnd rele~tt•d forcl' 

11-du<t•cn ptoqrams Annual Pf,•n11on tOll rxcludes S64 of .1dd1 

IIOflal J>ens•on bt'nf'flt s c hJtgl'd to I'd< Bt•ll 1 IMtruc 1 unnq r~t"rv~ 

'" 1'19'~ 
Duttng 19<l7 J 1 'l"''"·'"' dnl< •"'' ollump sum p<•nsoun 

pJyn•t>nt ~ rE'sultt•d 1n o1 po~rt•ill sell I<'""'" ' of PAC"s pen soon pl.tns 

lheot•fore, net settlt•ment <JiiiOS In th1• drnount o f S199 Wl'li ' 

rl"'<.ogntzed ln 1997 01 th1s amount \IS. w<>s recogno.t•d 111th1• 

f1111 QUdlll'l Of 1997 cllld tl,'lo)h•d JHIOMIIIt Ill m.IO.lCJI'I'. ""111> 

tf'rmon,ued t•mploynwnt "' 19'lu I h• •\t' IJ.l"'' .trt• not ondudt"<l 

"' tht• net pens1o11 cost shown on th•• prNt•dong tablt' 

In connectton with" volunto~ry t•o~rly out oHl'o t h.Jt p10v1dt'd 

t•nh.Jnced l)('m1on l.,t•IWflls. Jppro~ln~otto•ly I 13S cmpluyl'l'l II.' It 

SN£T d1•11n9 1?96 Anllu.!l p<·ns"'" tn\11'" ludl'l $6~ of IH'l wt 

tlt•rnt•nt gaon\ t h.Jrgl"d 10 SN£1 ll'>ltu(lullll9 rt•lt'IVt' In I 

>uppl~m~ntol R~tlr~m~nr Pions - SBC tii\O pwvor1t·l ~ ~• 

ollld 1 11ddle mdn.Jgr•mt•nt ~mployt"'t'l ""1tltnonqu.lhl11•d unfundr•d 

Supplt>mt•nttllrt•tlrrnu•nt olnd WVIII(j\ lllolll\ lh<·~r· pi311 \ lndudr• 

suppiE'm<'ntdl def1nt'd Pf,•nsoon bl•n••lot\ '" w..tl 11 'Ornflt'll\.lllon 

dt•ft•rr.tl pl.tns \C)ITlf' uf ""'<" tncludo• ,,, 1111•'\Pf,)lldonq lllotll II bv 

SBC I.MSt'd on iii)C'rt~•ntd9f' 01 tl11• <Olllpo·n~toon dt'lcrr,ll 

hp;·nso·s rl'l.ttc.J to tht•w plo1n~ \1\lt"tt' $10\, S90 dnd ~90 tn 199!1, 

199/ dnd I 996 Ls.Jblloiii'S of S I 001! ,Ht<f >89/ rt•f,ltt>d to lht'\C' 

plc1ns have bf>en Ill( ludt•d on otht•t """' ""''"' l1.thohlll' "'\Ill ' 

(. Oni<Jhd<lh'tl flolioll1t I' ~111'1'1 \ oil ( )1'1 ••rniH I j I \ fJ<Jli Jlld I')') 7 

Pour~flrrm~nt B~ntfiu S!:l( Jli'JVIdt•s u•rto~on rtwdl<dl. dt•nt.JI 

.tnd hft· onsuo.JO<t• bf>llt:ftts to sublt.lnt.dlly till '"lllt•d t>mpluyt't'l 

under VdiiOU\ pi.tnS an<) .S(CIUt'\ d , IU.IIIdfl 1 d!'ll•trnont-d 1>011 

returment bt'nd1t C0\11 ,,s JC!Ive ••mplo ,,•••s •·.trn tht•l<' twrwltt s 

(mployl'"l <l'lllllllj.·•lll'l •Prt.un d.111•1 wrllj>.tV oJ '"""'of tht Co\tl 

ctf rtwdoc3t lOVt'loiiJt' th.tlt•x<e<'d ,, dt•luwd r1olla1 nll'd1cal tap 

Sue h futurt' cost sha11nq provi~IOn\ hdlil' b<"('n refle< tl'li on 

dt'tl'rm1nin9 ')8( 1 po\trNitt'ment bl•rlt'fot C0\11 ~l!C ""'"ll,um 

Voluntary Employl"t' Bl'nt'fiCMry A\\01 r.\f ltJil IIU\1\ to lund 

po\llt'lllt•rnt•nl twnt'ill\ A\\1'1\ < on\1\1 I""" tpallv ul ''"'b 
•nd U. ~ IJOVl'tllllll'lll ollld tOipt)IJII' IXtnd> 

nw foiiOWIIHJ '·'"'" \l'tl fvl th u .. l hoi II I) I''" lht' IH'tll'flt 

obhg.ltlon fo1 tht' yr•.tr\ t·ndt-d Dt·<t•mtw· 3 l 

19N 

fk-nr'f•r o hiK}"tton .tl ht~tJHm•tltJ ot ttw ._ ..... S7.701 

\t"rvtt t• { 0\t hc'ftrfol\ t'drnt'd dulln<J 

lht• po:ruxl 109 

lnlt'I<'SI <Oil on pr<Jtt•<t<'d bl•nt'flt otJIIIJ.•II" " 5)7 

Amendrnrnt \ l6) 

At tu.tta•~ tJ•~n f220) 

llNtrlrl\ f,.ltl (41 01 

S..nrlot oblr9Jh011 .tl ,., t1 o f yt'd< Sli,OIO 

'~"" ,' 
Sl 11: 

1()(, 

\Itt 

1 ~11 · 

j•}7 

llf:t} l 

S 7 101 



NOIU 10 lONSOLIDATED FINANCIAL STATEMENTS rro~11kUrtr • 

The following table sea forth the change rn pl.ln aHet~ for 

the year~ endrd December 3 I and the pl~nf h.mdt·d \tdtu~ "' 
Decrmbt•r \1 

1991 t99 / 

Farr .-tlluf." of pi.Jn as~a at be9•nmng 

olthe yur s 3,826 ~) 9}b 

Actual retull\ on pl.m as~ers 847 67 J 

fmployer controbuloon 354 46} 

s •. ,,.,,,, pdtd (24.1 (2391 

rd., value of plan .Hsers at end of year s 4,779 $ 3.8}() 

Funded status S(3,l011 Stl8l~ r 

Unor gntzed pnor servoce cos1 286 1131 
Unre<O<)ntZed net gar~ _ __ (1,9121 11.175) 

~ccrued postrewement benefrt obltgtltion $(4.9271 SIS.06ll 

Postrettrement benefit cost ts compose d of the followrng 
-----I"' t991 t9% 

Sl'IVO((' COS I benehts earned 

duun9 the pertod s 109 s 106 S lOS 

lnrerest co~t on accumu1ared 

po~trewemenr benefit 
obltgdtton (AP8lJJ 537 St6 51} 

Expe<tl'd rl.'turn on <JHets (2721 12201 11811 
Other ~ net 6 (141 5 

Posurt11ement benefit cost SliO s 388 s 441 
~ -=-==== -= = 

The f,w vdlur of plan .usets restricted to the payment of llle in sur· 

iH1Ce bene<ftts was S844 and S987 at ~ember 31.1998 and 1997 

At December 31. 1998 and 1997. the a<:crued life insurance bene 

fits rnclud~d rn the APBO benefit obhgatlon were S367 and S9l 

The assumed medical cost trend rate in 1999 rs 7 O'lb. deer ·as 
rng lrnearly 10 S 5'1b in :.>002 puor to ad)ustmt•nt for cost sho~rrng 
provtsrom of the medical dod dental plans for active and cenarn 

recently H!trred employl'6. The assume-d dental cost trend rate 

rn 1999 rs 5 75'11>, reduCing to S.O'Ito In 2002 Rarsrng the annual 
mediCdl o~nd dental cost tr('nd rates by one percrntage potnt 

rncrt'.I\<'S tht• APBO dS of Oeceml>l'r 3 l, 1998 by S488 .>nd 

rncret~ses the aggre9ate servrce and rnl!.'rcst cost components or 

the net perrodiC powetrrement benefi t cost for 1993 by approxi 

matc•ly $34. Decreasrng the annual medrcal and dental cost trend 

rates by one· percentage ~JOint decreases the APBO as or 
December 31 1998 by S408 dod decreo~ses the aggregatr ~rviCc 

.:~nd rnt!'I('St cost components or the net perrodk postretirement 
bcnefrt cost lor 1998 by approxrmately S27. Srgnrficant assump 

trons for the drscount rate. long tetm rate o f return on plan otssNs 
dnd cornposrtt• rate< o( compton~llon rn<ruse vs,>d In df'vt'loplnq 

tlw APIIO .md rr•laH•d poslfcturmt•rHix-nf'lit costs wr ·re ttw s<tnu 
,,, lhuw ""'" on dt•vclopmg the pension rnform.Jtron 

r & C. I 1 4 

HOTI 14 . OTH(R lMPIOYII llHlfiTS 

Employu Srodc Ownrrshrp Plans - SBC marntdrns conr rloutory 

~vrngs plam whrch cover subst.lntl.llly alll.'mployo•t•s Under tlw 

sdvrngs plans, SBC m,llcl•~s ~ st~ted perCl•ntagr o f elrgrblt' 

employ('e co11tr lhutrons. \UUJt'< t to,, s~ctfu•d o •r lrnCJ 

Sf!C has four lev<•r..,,..d l ~op, .,, ~Mrl of thr• <'llston'J s.tvong• 

ploll''• Two of till' £')01'\ W\'11' fundo•d wrth nOIC!) t)\Ul'd by the 
s.tvtngs pl<~ns to vattous ll'ndl'n. the proH-eds of whoch were uwd 

to purchase shares o r SBC s tommon sto<k on the OIJ{'n mt~rkf't . 

lhese notes arf.' uncondlliOndlly gu.srJn!Ptod by ~1:1( .1110 tht·reforc 

Orl'sentl."d as olrt•ductrun to ,h,ueown<'rs t•qurty dlld Jn rncreas,• 
rn long t('fnt dt'bl lh!.'y wolr ue repclrd Wtth 56( tOr t ttbUirons tO 

thl' ~vrngs plt~ns dividends p.1rd 011 ~BC sharl'S and 111tl'r(·~t 
e.trned on funds held by thl' ESOP, 

The thud ESOP purchi!Wd PAC treo~sury sh.:Hros on t•xchangl' 
lo r ol promrssory not!' ftomth€' pl.on to PAC Sino· PAC r\ th•• 

le<ndt>r. thos no1r os not reflectl.'d oH a lrabrlrty and the remarnong 

cost of vnallo<nlt'd trust shares rs carrrt>rl as a reduct ron of share 

owners' equrty PrrncrpJ I ,Jfld rnterest on thl' not!' art' pard from 

t'mploy('r contrrbutrom and d ovrdt·n{h rt•cf'lvrd by thf' trU\t All 
PAC shd t('\ weu· t••<hdnyt•d lor SBC \holrl'S ..fh•cuvr• wrth tho: 

merger April I 1997 The provrsoon\ of the !:SOP were unaHP<ted 

by thrs exch<~nge 

The fourth £SOP .1e<turrt'<l SNEl shares with the proct••·d' of 

notes issued by the so1vrngs plJn\. wnoch \NE1 qu.lr ,rntt•t•d 

through a thud rMr ty rt "'>Nl I 'ornmun swc~ wJ~ .~cq\llll'li 
through op..•ro marlwt purch,IH'~. 111 e•ciMngl' 'or J pronoo.sory 

note from the plan to SNET SNET pt:rrodrcally makt'\ ~.Jsh p..ry 
ments to thl' ESOP that. togl'ttwr wrlh drvrdt!nds rt•cr•rvt'd on 
sharros held by theE SOP ollt• U\ed to rn.lkt• ontc•tl.'\1 .111d pronup~l 

pdymen" on both loJns All SNl I '""'''' Wt'll' t•xc h<~ngr'(f fo r ~BC 
sh.1rr•s t•fft•c!lvc with the mt·rqt·r Ouot>er :'b tr)9B lhe provrsrons 

of tlw ESOP were uno~rfectt>d l>y tim ' xch.mgt• 

SBC \match o r cmployl·t· contrrbutro11s to thl' s.t . rngs pl,1ns 

rs fulfr ll!.'d with shaoes of stotk allocdtt•d from tilt.' ESOP' .m<1 with 

purd'"'''' or S£K\ \lm k on tlw ur~<.·n n odtkt•t ~hJto'l held hy tht• 
LSOI'•. dll' rele,ned for .tlloc.mon to th!' accounts olt>mployee\ 

as employt•r matchrng controbutoons dre eo1rned Bt>nefrt C0\1 " 

basE"d on a combonation of thl' contrrbutoons to tlw '''""'9 ' l)lan\ 
and the co\1 of shart•s t~llo<o~tf.'d t o p.utocrpatrn<J <•rnployt•r•' 
dClOUnt\ Both b<'nf'fll <O>t and rrHt•rt·\tt••pt•nw u11 tlw <10tt' \ 

"'' re<dut t•cl by drvrden1\ on Sll(\ \ht~r<·' h1•ld by thro (~OJ>, 

tlno '"'"'''\1 f't~tn€'d on 1tw f \ Q P, fund• 



l 

tnfornloltlun u•latt'd to tho• [SOP\ dnd th~ ~llln<JS plans IS 

\ummarazNl t>c.>lc"~ 

'"· 1'191 1996 

Benef11 o:.twnw nt•l of d1v1d1.'nds 

dnd mtt•tt•\\ tncon ,,. s ss ! S9 $ 76 

lnlerP\t t·~p<"fl').c• rw1 of d1v1dl'nd\ 
.tr1(111lt~tt. .. \1 tn(om•• 16 11 )0 

lotdl .... p.:ns .. s 71 S80 SI06 

Comp.lny cont11buuons for E:_C?_P~ $110 S112 Sl2l 

D1v1dend\ Mid mtt•rt•\tlncnme 

for debt \I'IYI<t' s 511 s 63 s 67 -----
~tiC \hdfl'\ twld by tlw l SOPs .lre summo~riZed .lS follows at 

Oe<ember 31 

19M 1991 

UllJIIO( dtt•ll 11,505,123 17,210,803 

Commllll'd to b1• .llloc.lll'd 1,245,!35 282.388 

Allocati'd to t>artiC1pant\ 47,425,671 45.966.307 

Totdl 60,176,129 ol,459,498 

HOT£ IS HOCI UHO COIIIP(NSATIOH 

Under va110u\ SBC plans. scn1or o~nd other management 

employees ilnd non employee d~rectors hav~ re<~llled stock 

opuom SAR\,J>C"rform~nct· shares and nonvested stock untts to 

~'" 'd•.t\•• \h,HI'\ of \BC common \IO<k Options luu~d throuQh 

!Jo•(t·mbt•r Jl : <~911 Cdrry t>xerct\1.' p11Ct'\ ~ualto th~ ,.,arket 

prrce of tht• stU<k .tt the date of grant and have maxamum t~rms 

rang.ng from f1ve tO ten 1ears ~~1ng upon t~ grant. VI.'Sitn<J 

of opuons m.1y occur up 10 four years from the da~ of grant . 

PerforM.tncr• shollf'\ ill(' granted to key t'mplo~s 10 the form of 

<.ammon stock dndlor an Cdsh bdsed us>On the price of common 

stock at da te of gr.1nt clnd are awarded at the end of a two or 

thrl.'t'·ye~• pt-raorl. subject to the achaevcment of cer1a1n perlor · 

mance godl\ Nonvt.'st r d stoclo. un1u also are valued at market 

puce 01 tht· \lOCk o11 dolt I.' ol grant dnd vest over a three year 

1>\'flod Up I<> }06 rmlhon sn.lrt.-\ mc1y bt I\\Ul'd under the\1.' plans 

In 1996. SBC t.-l<•<tt."d to conunut." mtd!.unng compensation 

cost for the~oe pldns usmg tht.-lnwnslc value-based method of 

dccounung pwscrabt·d 1n Statl•mc•nt of Financial A<c:ountlng 

\ t,uld.trch No l J l 'Ac < ountul(l fm Stock R.!\ed Comp('matlon· 

11 A~ I) J) Ar wrdrngly, no compl'nW~IIon cost for SBC's stock 

opuon pldns has bel·n re<ognlzl"d .lhe compensation cost that 

has bet:n cho~rg,'(! c~garn\111'\COm~ for SBC's other StOCk·ba!lol!d 

compens.tt1on pldm, pramaraly SARs c~nd nonvested st xk umts. 

tOtoJI<>d S4S S43 o~nd S22 for 1998 1991 dnd r996 .Had compen~ 

uon co•.t lor \tor k opt ron pldm bt."rn recognl7ed ustny the fair 

valu.- bas<·IJ nwthod of accounting dt the date of grant for award!. 

1n 19'1B. 1991 dnd 199o ,,, def1nt d by FAS 123, SSC's net Income 

Nould h,IYf• b{·r•n S3,9J I, S t ,S1U and S 3.445, <1nd b.ts1c nt"t 

mu, nt• lit'' sh.trt• would hd•t' bt't>n s, 00 SO 81 <1nd S l n 

OptiOns and SARs held tJ~ th{• conunurnq t·rnrloyc•c•s of PAC 

at tht" trml' of th•· A11louch ''"" Clll wr•rr • supl)l••mr•n1r·d wrth dll 

t"Qu•l nun1tw-r of 'J flllf>ll\ •nd '>AH1 fo r cornmnn •h•rt·s n l 

spun off oper<!llons Th~ t'>t'ICI\t' .,,.,,.,for OUI\Iolrldony opllon!. 

and SARs held by contmumq cmlployN•s of I'll( ...,,.,. •• ldJusu•d 

downwo~rd 10 rl'nl'c I lhl' llolhlt' of thr supp:,•nwnt.ll spun off 

operothom' opt10111 .tnd '>Aih lhr b.tlo~n<t• sf,.,., rr·llo'tl\ a rpl,lll'd 

ll.lbcltty t'Qual to ' h t> dofll'ft•n<r Urlwt'('ll tht• cur rt•nt m.u~t'l pnce 

of 1.pun oH op.·r.rt1ons \lo< k .snd thr •••eros•• prtce• of the sup 

plement.JI opttons out~tand1ngJsrr t~Oil" Il l A\ of [)('(pmbet 31 

1998. 4S9,916 supplf'mt'ntdl spun off Opt'roJI•"ns options .md 
SARs wt."rt' outsldiiUIII(j With t·cpll.ttlon d,llr•\ '·111\)1111) from 

1999to 1001 OuhtoJnclln<l npt11111 · .uul '>Aih 111.11 wo•lf·lwld by 

employct's ol the wrrt•it'\\ llJ.H·r,uums .11 tht· \ll"' t•ll do1to· ,...,.,. 

repldct'd by options c~nd SARs for tl)mmon shdlt'\ o f \pun off 

oper.tttons n,,. spun off OPt'r.ttiOm assumed hah1hty lor these 

replacement options .md SAlls 

ror puri)O\t'\ o f tht'\l' pro IOIIlltl UI\C IO\UI > IIH• r•sllllldtt>d 

fatr llllfUl' of the opt lOll\ grdnll'Cl olft1•1 1994 1\ tllllOrllzed tO 

I.'Xp('l'\\1! ovt•r tlw orttons Vl'\IIIHIJit'rlod Bt•(,)U\l' 1110\1 (•mployee 

opttons vt'sl ovl'r ., two to four yt>tlr Pf'llod th••\e cilsclosures wall 

not b.- tndlcatlvt• of futurt• 111r form~ .unounl\ unulllw I AS 113 

rult•s ell(' .spplot•d to .111 oul\l,tnduu,m n v••\lr·d ,~...,,mh fill''"'' 
valul.' for tht•s<' optrons WdS t'\llm,llt'd o11 thl.' c.ldll' of 9'""'· usln<J 

a Bl•ck S<holes option plltiii<J modo• I w1th the followln<J 

we1ghted .WC'I•I9t' cl\\umptlons u\l'd for yr.snl\ 1n I 'JCJII. 1 ''f'J 7 and 

1996 rask Ire<' lntt>rt•\1 ,,,It• nf ~ I }<it,, I,.,,,,.., ,11111 h /'•'"• cllvlllo•nd 

yu~ldof }}I'" J0/"<;,trot14 91"<>. •·•J.H'CII· rl voldtlhlyfo.~ttnr of IS'!t., 

IS% and 18%, dnd l'IP.,'< hod opuon hit' of '> ' · '> 1:1 o~nd 4 1 yt·a'. 

lnfomwtaon rr•latt'd to options •nd S \Rs 1\ sunlln.llltt'd below 

o\nql>tf'fl 
A • .-r.tqf" 

r .. o,jruh~·t f 'r'<'''" Ph(f" 

OutUt111d1119 Ill Jolnu.try I , 11N(• <>O.b411.'H'J S10 89 

Gnnt t'd 1~01S ,'1Jt noo 
Uer(l\"d ll'H'JNOI 187! 

forfe1tl"d l•1~•1"d ~~I \'1 1011 .. "1 C,'i 

Oul\t.andor>tJ oil (.h.'t o•mt.H'• II '"'~'· 
t3S.~21.B16 ,..,.rc,\.thlo· .11 

wt'l<jhted .tvo•rJqt· p11c ,. ul SJO Ill /') ~>Udl'l 1164 

Grtlnlt•d I .I C,h(),() I 'I 1718 

(•rrtllf'd ( 'I •.4H t,tJJ t lO •,1 

for frlll"d ll •JIIIrd 14Hll /', 11 )~ If> 

Outsta11d1119" Dt'ctomlx'r ) I I'~ I 

(40.802,191 l'l('l(o .. bll' •t 

-I<Jh•t'd ••rtdqo• p11c•• of SJI 0}1 ')I) ll'J ')\'• 1.! . ]b 

C.rantt'd 11 Ht.,\1~ 41 Sl 

fat'ICI\t'd ( II> H\ 1•1.'\1 }) 13 

for r~rlt'<lll•t """' 14, \'JI.roiiJI J I 01! 

OuUtandlnv et O.C:ember l1, 19911 
(47,49), ~n ... rcls.tble et 

••I!Jhled average price of Sll .J 11 9\,0S1.4-49 Sl1. 17 
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lnlorrn.ltlon related to options and SARs outstdnd1nq •" 
December 31.1998 

S II'>() ~1]~0 SJ600 SHOO 

I ~tot'H 1\t l'th t• H.Jrl(jt" . s 1} ~9 • 525.99 ·Sll~ S4Hl0 
Nun~tll!r of opuom 

and SAR\ 

Oullto111dlng l,49B4l 41.277.6~0 ·s.90t.OOJ 10Jifl.91i-1 

lxercrMtble 1,492.8-13 41 ,217,620 2,639,149 M,1ll 

WL••yhtt•d dVt.lf.H-Jt' 

t'Ael{l\t" fHI(t ... 

Out~t.mdrnq St651 522.39 527.60 $4259 

fxercrlo.!bl<> 51651 522.39 52821 54200 

'Hed ~verage 
..JiniP 

(OIIltolCIU~IIrfe 3 43 y~drs 6.38 yt~rs 8.31 yUh 5 97 yt'~rs 

Tht> werghted-average. grant-dati' fair v11lue of each optiOn 
granted durrng 1998, 1997 and 1996 was S8.62, S5.57 and S3 47 

HOT£ 16 . SHAREOWHERS' EQUITY 

Common Srock Spllr- On January 30. 1998, the Board of Dire<: ton 
of SBC declart>d a two for·one stO<k splitefft><ted In the form of .1 

stock drvrdend, on the sharPs of SBC's common stock. Fach sh<1re 
hold!'r of record on Febru.lry 10. 1998 re<:elved an additional 
sh.11c of common stO<k for ec1ch sh<1re of common stock then 
held The stock was !\Sued March 19, 1998. SBC retained the cur 
rent par valut> of S I .00 per sh<lre lor all shar~ of common stock 

NOH 17 . A(QUIS iT IONS AND DIS,OSITIONS 

Duttng the· thtrd qu11rter of I 998. SBC sold Its nterest rn MTN to 
thl' ''"Tiarnrng shart>holders o f MTN for 5337. The sale fulfilled 
SBC's obligatton to drvest MTN as a requirement of the acqwst 
tton of Telkom lne effect on other income (cxpense) -net and 
nt>t tncome from the Sdle of MTN wou $250 and S 162. See Note 7 
for the drsposrtcon of SBC's rnterest In Telewest. 

In May 1997. d consortium made up or SBC and Telekom 
Malc~ysia Berhad. 60% owned by SBC, completed the purch•se of 
30% of Telkom. SBC rnvested approxlmatt'ly S 760, approximately 
S600 of which,. Ill wmilln In Telkom 

Durtng 19%. SBC received several AT&T Corp. cellular net· 
work~ 111 Arkansas m excha.1ge for SSC's PCS licenses In Met 1phls 
and Lrttle Rock and other consideratiOn. 

These o~cqu1S1trom were primarily dccount~ for1•nder tht> 
purchase method of accounting. The purchase prices in excess of 
the und~rlying f,ur value of Identifiable net <Hiets acquired are 
berng c~mortlzed over perrods not to exceed 40 years. Results of 
operdtrons of the properties o~cquired have bl'en included In thr 
consohda tl!\1 frno~ncrdl sto~terncnls from their resp.. ·uve dates of 
,l(QUI\rt&OII 

J·fwl It 

ftuo .lhovt· d•~v .. ltlpiH.-.Ilh tlld IHJI h11v'· d \t(Jnlhldnt lffiPdCt 

"" rumuhdat••d 11!\ulh of up~r<ll!On\ lor 1998, 1997 or 191J6, nm 
would they had they O<currl.'d on Janu.lly l of thr 11'\PI'IIlvr 

JX'rlodi 

On Jonu11ry 10. 1999 ~IK dnnountc·d lllhH J()H'••ritu ·•<qulft> 
Corm lSI Cellular Corpordtron (( omc .J>I t t>llul.u I tht• wor.-lt?H wb 
~ldloiiY of romtd\1 (OrJ)f,:.:ltllll Ill .J tr,lfl\dCIIOO Vlllu\!d dl S 1,6]4 
Und<•r till lf'rnl~ of the dgrt:ement SSC wrll p.sy $400 tn C<l\h dnd 
d\\Uffil.' Comcast Cellular's CUttl.'nt debt or s 1,}74 lhc traruactron 
wtll be accounted for through thl.' purch<'lw iiCCountrng method 
Comcd~t Cellulo~r offers dndiCHJ ,md dlgtt.JI wor.-less ~ervrces to 
mo11• than 800.000 wbH ttbt•r\ rn Penmylv,mia. Delaware. New 
Jerwy dnd llhno1s The larges: market"' wh1ch Comcc1st Cellulo~r 
ope raws Is Philadelphia. Penmylv.tnrJ SSC lor wverdl years h.ts 
bet•n operating the lllmots propNtu•s rtrs purchdsrng undl'r a 
previous cl<Jrl.'eml'nt bl'tween tlw two companres The tro~ns.1c 
uon. whrch 1s subJeCt to regulatory 11pprovdh, rs t•xpt•c tt•d to be• 
complt>ted by the end of 1999 

NOH II. ADDITIONAl FINAII(IAl INFOUUTION 

l>t-<~mtx·• J 1 

B•lance Sh .. u 1991 1997 

Account~. p11yabl~ o~nd ~coul"d hdbllrl~<•s 

Actount\ Pcl)'llble 

Accrued to~~es 
Advdl'l(t' billing and tU\IUIIWI tlt't><>\1(\ 

(ornpemdt~'CJ futurt' o\bu•llll'~ 
Acuut'd lntett•u 
Accru<•d payroll 
Other 

IOtdl 

StatemenU of Income 

~dvertrl.rng e~penst' 

lnterel.t expcrae mcurrc•d 
(dpl!olliZt'ri lllli'U",I 

19911 

s 594 

s 1.052 
(~91 

s 99) T!J_t_~~ !t~_tN~I l't.pt'll\{' -------
St•t•m•nu of Cuh Flows 
Cdsh p.tld durrng rh•· y!'M feu 

lnterel.t 
tncomt• ,.,.,.~ rl<'t t-lrl'funch 

1991 

S1.070 

S1.7l1 

52.1165 
1,206 

1155 

568 
249 
3311 

1,1199 

57,980 

1'191 

5 558 

5 I IIIII 

l IJSl 

s t .0.13 

19'11 

5 t 014 
s 489 

No custOml'' o~ccounted for more thdn 10'11, of consolu..l,ltl>d 
revenues rn 1998. 1997 or 1996 

~ l II~ 

'1111 

1(>4 

~58 

})(1 

31 s 
:? t }4 

SB.JlO 

199(, 

s 400 

St.O·H 
! l 121 

901 

••r~te• 

~ IIIIH 
5Ub7 

Sl.'veral sub\rdrrtrws or SBC hdve n,•gotr.lt•·<f 1 on1 r.J< h wtth 
thl' (ommunr<.IIUlns Work<•" of Arnl'roCd tt WA).ru>nt· o' whr(h 1\ 
\Ubj!'< I Ill ll'nt'<)Ot•<iiiOn tn 1999 1\pprOXII'Ildlt'ly two thtrds Of 

SBC 1 emptoyt'es "'" repcesented by the CWA 



I 

l 

NO!! 19. QUAIIHIILT IINAN(IAl INFOIIMATION (UHAUOIHOI 

Toul 
(~~· ()per•~ ()pot< •lln9 N~ 1ncorn. 
O...rt~r ~·~ lncorrw llonl Uo\\1 

1991 
fllst' s 6,855 $1,775 s 98:i 

Se<ond 7,030 1,817 1.020 

Third' 7,216 1,903 1,262 

Fourth ' • 7,676 1,391 756 

Annual 1 S:ZI,777 56,886 $4,023 

19971 

F1rst s 6.405 s ~.685 s 901 

Se<ond o.Jn (1131) (736) 

Third 6,790 1.573 867 

fourth 7,114 1.151 642 

Annual s 26,681 s 3.578 s 1,674 
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REPORT OF INDEPENDENT AUDITORS 

The Bo.ud ol Dtrl'ctors and Shareowners 
SBC (ommuniCdliOns Inc 

We have audrted the accO<-npanying consolidated bal, ncl' )ht•l't\ 
o f SBC CommuniCdtions Inc. (the Company) .ls of DE'<embt'r J I . 
1998 and 1997, dnd tht' relat..-d consolidated statl'menu or 
.ncome. sharl'owners' equity, and cash flows for each of the thrc>t• 
years in the per rod ended December 31, 1998. These consolldau•d 
financial statements are the responsibility of the Companv \ 
management Our r~porulblllly Is to l!xprt')) o~n optr11on on tht•\• 
consolidated frnancirll ~tatemenu based on our aud115 We d1d not 
aud:t thC' 1996 flndnctal statements of Pac1fic Telesis Group. a 
wholly-owned subsidiary, which statements reflE'<t total opera! 
.ng revenues con)tttuting approximately 3B<h> of the Compo~ny s 
rl'lated consolldatl'd financial statement total for the year ended 
December 31, 1996. n1ose statements were audited by other 

.Jur' .ors whose report. which has been furnished to us. included 
an explanatory paragraph that describes the change in Its 
method of recogntzrng dttectory publishing revenues" 1d rt.'lated 
expenses Our opinion, insofar as It relates to the t996 data 
Included for Pac1foc Telesis Group, Is bast<! wlely on the report 
of the other auditOrs 

We conducted our auditS tn accordance w1th generally 
accepted auditrng standards. Those standards requ11e that we 
plan and perform thl' audit to obtain reasonable assurance about 
whethcr the financaal statements are free of matenal - ' •sstate· 
ment An <1udrt1n, 'udes examining. on •' test basis. evidence sup 
portmg the amounts and disclosures In the financial statement~ 
An audrt also mcludes assessing the accounting principles used 
and sognofrcant estimates macte by management. .u well as evdlu 
c~ting thl' o• •rail financial statement presentation We believe that 
our audit) and the report of other auditors provide a reasonable 
bc1s1S for our opmlon 

In our op1n1on. based on our c~udlts and, for 1996.thc repon 
of other au<11tors.the consolidated lrnanoal statemena relerrco 
to abovc prcscnt latrly, mall matcrlal rcspt>cts,thl' consolidated 
frnantrdl posruon of SBC Communications Inc. at December 31. 
t998 c~nd 19q7, and the consolidated results of Its operations c~nd 
Its cash flows lor each of the three years In the perrod ended 
Deceml-1,.., 31 . 1998, rn conform1ty with generdlly .1ccepted 
account1ng prrncrples 

San Antonoo. Tt••·'' 
February 12 1999 
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REPORT OF MANAGEMENT 

lhe consolidated lm.JncrJI stJternenh hJve la''" prt?pJred rn 
conformity wrth IJetWr.llly "<tepted .1uountrng pruiCr~lles The 
ontegrrty .u1d obi<'< trvoty ol tht> data 1n tht>se lrnancrdl sto.~lt!nwnh, 

lncludrng cstrrnate\ ctnd JudgflWnts relatong to l"alti.'IS not con 

cludt'd by ycar t>nd. art• the respomrb1hty or nMn<~gt'llWnt '"" .111 
other rnformc~tron rn lud~ tn tht• Annu.11 R!'po n unkn othe1 

wrse 111drcated 
lh1• lrii.JntMI \t.ot<•nwllt\ ol ~II( Commumc.ltlons Inc tSBCI 

hMe bt'en .JUdtted by Ernst & Young LLP rndel)t•ndent auditors 
1,1.,ro.lgement h<1s m.Jdt• clll.l>.abll' tO Eanst & Youn<J lLP .111 of SB( \ 

fmJnCial re<ords .Jnd rel.llt.>d d;H.I •" wl'll .H thl' m1nu11.>s of shart' 
ownl•rs Jnd drrt'( lltrs nwr:tongs Furth .. rmore mclnJgcment 
bt•ltevt>s that ,111 r~tpresent.JliOn\ m<tde to Ernst & Young LLP 
durong rts .Judrt werc v.Jhd .Jnd .Jpproprodt~ 

Management h.!~ establtshed an<l malnt<urh a sy\:em or 
mternal accountrng controls th.lt provrdcs ll'.Jsonable .lS)uranu? 
dS to the lntl-grrty clnd r~lrilbd•ty of the fondnco,ll \t•ll<'mt.'ntS, the 
prote<llon of .1\\cts from unauthort.red use or di)IJO\rtron and 
thc prt>ventton and detectton of fraudull'nt frn,mo~l reponrng 
The concept of rt:dsonable <1\\\Jidnce r~'<Qqnlzes th.lt the costs 
of an tnternal accounlllltJ controls system should not l.'xcecd. 
rn manJgement \ judgml'nt, 1 tl(• b.•nt•ftg to bl• denvt>d 

M<~ndgement also seeks to <'11\ur ._.the ObJe<llvrty .Jnd 
tntegmy of Its flnanCtal dat.1 by the c art'lul selection of rl\ 
mc~nag('IS. by organlldltOr'loll .ltrdngt•ment• thdl provrdt• .m 
approprratc drvoston of rl/spo11>1btlrty .md lly comrnuno<.,tlon 

program\ dlmed atl'IISUIIrHJ thJt II\ poht.>t''· \t.JndJ•d• Jnd 
m.ln.ltJ<'riJI Jothortllt'\ J•t.· undt.·r\tood throughout tht• 
nrgJntzauon Management conttnuJIIy monrtor\ the wstem 
of rnternal clCCOUnllng cOntrols lor ompiiJilt <' S6( rn.unt,um 
dlllll!!'fnal .Judttrng progr.tm th,Jt ollc:Jt.•l>t.'ll\JI•fltly ,IS\1'\\0'\ 
the eHl'<llllt'fll'\\ of tlw lntr•rndlo~ccoullltniJ tuntrOI\ Jnd 
rt><omrnt•rHh rrnprvvt'nlt'lll\ tht.•rt•tu 

Tht• Audot Comm111ec ol the Boc~rd of Duenors. whtch consrsts 

ol erght dut.·ctors who are not crnplvyt t \ , rnet>ts ~·rt<><litdlly "'''" 
managt•ment the 11\l~trnJI .ludrtors .Jnd ttw <lldt'p;•ndt•nt o1Udlllll\ 
tO revrew the rn.tnru.•r 111 whrch tht•y ·'"' Pt•rlormtntJ th,•u r<'spon 
Slbllrtlt'S Jr1d 10 dr\CU\\ dt:dltlng rn tl'fri.IIJCCOUntrny COntrol\ ollld 
fonartco.JI reportmg rn .. n._.r\ Both thi" tntern.ll .Juduors <1nd th~t 
tndcpo.'ndcnt .JUdttors perrodrcJIIy rnt•t.•t dlonl· wrth tlw Aud> t 

Comrnlttt>t• "''d h.Jvt• d<<eH tu tht· Audtt t t HTHTHilt't· .11 ·'"Y tmw 

~dwrv.d t'- ttlL~-c-7 
Edwolrd E WhrtdCH' Jr 
Chairman of tht• Bod•d c1nd 
Chlpf (xt'cu·rve Officer 

Donr~ld E Krern"" 
Sentor Vrc(• Pre~ldcnt, lrea~urt.· r 

and Chief F1no1nto.tl Olf1u•r 
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Speed Growth 
in Our Core 
Bus mess 

Introduce 
N ew Services 
to Customers 

~lt•;ll ('!_!\ .. 
Connect 
Customers 
Around 
the World 

What type ol scr vece 

ore we provtding? 

Cellular, Peraonol 
Communl<.ohonl S..rv•<•• 

Pogong 

Cop.tol Senne•• 

Coble TV 

Managed s. .... tC •• 

local PhO<>e.longOouonce, 
Cellvlor, OoreciOt•• • Cob!. 1\1 

local ?hoM. lono-Ohtor><e. 
Cellvlot, 01fecl0toea, 
Security Service> 

locoll'hat-e longD·•IOnce 
(.all.;loJ, OoteciOt,.l 

lnduttry oeom• ure deloned 
In rhot ulouory 0' poue ~0 

Whctc ~~ 11 

hoppcnmg? 

m.,.. lndoOno Mochogon. 

Oh10 ond W oKOI'> n 

UJ,n<lt) lnd•ono, Mteh•gon 

M;,ioOvtt C>hto, W •KOt'!,·n 

Kentvdy ond Howu" 

Ulono11 tnd.ono, M.chogon M•nr.ewtv 
Mnaouro, ()l.oo ond W oKom.r 

Pr,nled dd~IOI'•e• '" llltROi\ lnd Ul'\0 

~\ochogon Ohoo ond Wo><on>•n global 
occeu 10 Inlet net YelJo.., Poge> 

Unoled S101e1. Europe ond Aa•o 

fronc:hnet tn Q.S (Oiflmun'''•' w•"' 
neooly .ol molh0<1 tol.>l ~lot•on 

Cu>IO<ner> on Unoled !.IOiet, 
l..onodo ond "'-•o<:o 

C.U~~~a• lOder. lond!.N on m . ...,., 
I"CC.ono Moeh'll<'n Oluo ond 
W •KO•n•n pend·ng opp.u ... o ' 

Nt(ar\et' ,,, ... ,.,'9 10'- of t.ww-toJJ.h 

'" Ame••te<.h' ftvO vo .. t-o•Of' 

Jn.-.d !>to••• o"Cl ~,. '" "' 
countr.es 

No<wor 

~many A~wih..a s.&g.um Sw·'t•~lund 

Lu•embov'g N ..... •lond• ~Jo,...,,o 

!.lo.oooo (rvoo.o Ct e.h Wepvl~oc 

What 1S our rolt~ 

1n tim eiiort2 

'•on190ft locol•l)o(• doto ond 

•odeo. pt'Ov•de coli monoo-• 
..... u. - retool ond wt.ole>Ole 

ProvuJe w11elen tru, pon of 
H)•( • Jo'o on.J ••l-•..., - phn 
t.Qil munuuement ,.,,,,., 

Tron"'"' n11mer.c und 
~ olphCinumeuc me uog•• 

1 PrO<Jw<e Ye~...., Poo•• 'Nh·•• 
,1 foge> ,,,.,,._., Yeo;,~ Peg.> 

P•o• ·<Ia leo•·~ o"<< 011\eo 
equopmenr Ionon< '"ff .aluho<" 

Crect• uon\pot' Ot\\J JtiC.,•d. 

<Ob'e TV l:.>lc.odbo"d ,.,voC •• 

Market, ontJOII, moMor o"<< 
wvoce -ut•ty >ylle'OI> 

lrontp01t •o.< • dolO and 

·odoou be~ond IO<:o' o•ea• 

Prawode "etwotk moncog.,.,.t 
outaourconq f01 lorg• cu»omen' 
VOICe nel'wor h 

p,., •• c.J. reLnh • o' (en 10 •eg•onol 
,nfOfmOI•on ond rh• lntortlel 

Prov•d• triiO<IT'Oioon monogen>enl 

..cJt..,o,• s.ol"'r;OI'I, 

Prod"' • """' C 0 1011.• 
and ln .. tnet bvy•r.g uw·rl.• 
f t(J()•. o-....,""""j b1 A,.,~,·~h, 



The timing couldn't be better. Just as humanity 

prepares to leap forward into a brand-new century, 

communications has emerged as the world's most 

dynamic industry. And as a front-runner within 

that industry, Ameritech is poised not only to help 

shape the boundless future, but also to reap its 

unprecedented rewards. 

That·~ bccuu!>c we untlcr..tood year~ ago Lhat 

,.;u,tomer:. are in charge. ln res.pnn~e. our 

employee~ trJn~fonned every 8bpcct of our 

bu!>uce~' to align Amcritcch wtth the highe't 

t'\pt:ctatinns of those we s.erve. And we 
l'reutcd a ... olid platform for growth ba~ed on 

three )>lratcgic~ that have long dcligh!cd our 

'harcov. ncr~: To speed gmwlh in our core 

~:ommunication~ bu~inesl>. To introduce 

innmutive new !!erv ice~ that levl.!ragc our 

rratl1t1onal compctencie~. And to cxpon our 

-.crva:c' and communications. expenise to 

cu,tomer' around the world. 

Once ogocn 111 1998, the re~~.lt~ of that 

foresight ~poke for t'-lemselves . Our cxpcn 

worl.. force added 55:'),(X)() new phone hnc)>, 

ft.'ncra tctl 20'-f growth 111 call managcmcr.t 

'c:n icc:-. and expanded ClearPath~ .. digitul 

v.·irclc:.)> !>ervicc into three new market'\. 

We uworpuratctl 'tutc-uf-thc-urt lcchnologlc' 

he 'cn·c the uulll neclh of our CU!.tomer~ 

and. 111 the pmc:c". f'cl\tC:Il'd llllPfl'"l 'd' 

grm\ th c1l 'Udl option' :.1' ISDN c:hannc:l' 

(+5H',( J and high·cupanty I.'IIC:UII\ ( + \"~' ~) 

In addi11un. Amcntcdl adun t.•d out 

$ ~()() nulllon lh.'\\ produll rl'H'nu.: ohw<: lt\l' 

thmuj,!h aJ,:gr.:-,-.i,c: 'l'l'' Ill' launc:hc' -

lilunt:hc' that 111dutktl An It' I ill'l h Pri' ·••) 
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Manager. a popular. lirst-in·the-nation 

~crvicc enhancement that deflect!\ unwanted 

cull>. We ubo completed our mo\1 amhit1ou' 

international cxpan~inn with the acljlll\lllon 

of a~ 1.6lft !>take in Tele Danmarl.. mal. lllf 

Amcritech the lurgc't foreign invc~tor in 

European telecommunication' and a hili-hi~ 

valued panncr for future opponunitic~ in 

the growth-oriented European murkct. 

The!>e occomplt~hments and many 

more look place w1th1n the context of 

Amentech's commitment to d1K1pltned 

execution and outstanding produchv1ty 

In fact. applying the mdul.try rneal.urc. our 

427 lints per employee make our work force 

the mo-. t productive of uny local t·omnHmica 

tion.., provider 10 the world. 

Mmt imponantly. our uccomplbhmcnt~ 

genc1atcd the kind of rc!>ults !\Ought by our 

~harcowncr:.. In 1998, we celebrated our 

WJ6 

Growlh 1n Morkol Volue 
I )'tal<""" flWLtttapt.ahtMMlf' U1 ~U""''l 

c ,,, 'lite,..,, '''r- )f'ol'' \rnnllAh,r-c•~t,;d \.&•; t-.11;.-n u• .,J,Jr.J 

''"'" nw,\ tt'tAiucf•• ~n·•'"'"' Chrrlh1,,_.,. . .. 1 
.... •'•~ • f"•·• ..n.lo-.r ,l..,.,._, t .... IHI,.ht•h•lf, '""\(" n•.,t 1h.n lllrJc"IJ 

-. ixth 'traight H~ar nf douhlc-dtgll prot II 

growth. the illll,!!e'l ,u,l.lllll'tl douhlc Ul)!ll 

grn\\ th 1e1.ord 111 tllll peer group. \Vc ral'cd 

1\ llll'lltcd1'' 

I 'ith l'llfl\Cl'Ull\ c unuual 1ncrca't' and. ln1 

thc founh umwurll' l' ~ eilr. th~.· large'! 

,IIII10UilCeJ h) all) lll,qor l ' S l'llnllllUiliCll 

11on' cumpan) 

In odd1110ll. wr~ • ontrnued uur ourstor cl1nq 

rrodtllon of shareowner volue l reor•on 

In JI.)9X. we Jell' cred a tnt a I return to 'ha11.' 

cl\\ncr' ol hl''t (hl'f the P'''' li\c year'. 

Amcritcch \ ltH;_Il rl'lum of '2lJ7C,f 'uh~tantwll) 

excccJ, hoth the S&P :'il)(l anu thl' a\ crage 

of our peer'. And ,h,m:o\\ m·r, v. ho ha\'e 

hciJ ... hJre' \lllCC Amcntcdl 1>egan trading 

in 19!0 have hcen rC\\ a rued \\ ilh ,1 1•11:11 

relllm of 2A::! (<,;. "h1ch ''moll' th<lll duuhlc 

the S&P 500 relllm ol l.OHO'' uml wcll .tlwad 

of our peer-. at 1.56:'i'if. 

\\' hat can \\l' do tor .. n eucorl·'1 l'knt) . Not 

on I) ha' Amen tech\ gnm th 'trail'!!) dehH·n:d 

1mpre"1Ve rc,ull!-o 111 tl1l' pa't. hu1 ''' d~.·,1g11 

UOil.jUcly po\llllllr\ l" lor 'lllll'' ' Ill lhl' 

luturc. In f;_ll' l. 11 ' '"' ou1 pur,ull ol 'ucil 

\'aluc creation - a' "c:ll "' c•ur 1npomc 111 

t:u,torner' · 111crca"ng need I' 11 .1 n •lll(ll'llll\ c. 

j!(llO:J( Jlfll\ rder - that led ll' (II r•rr,lle ,J 

comhmallllll w11h SBC c,,IIIIIHIIIICatlllll' 

A' many of you t..no\\. SBC ha' Ioiii:! IWL'Il 

Amc:rit~.·ch ·, ct>Uilll'f'Parl compan) m the 

!'o<>Uthv. c:'tcm U n11cJ State' a l.'llllllllllllll.'lll HH" 



Yl'.( 

lfJ'l 

IYct (tf'\11.111 \&I• t.41J o\nwn~tl , .. f,.,.. "~'"..., .. 

Superoor Toto! ReluJn 
1\unlUI..tlJ~t' '' CJtJ te1utn.. Un.cmhn 1 I. l\11-1,\,k• (lt\:nnkr i I I'NJiii 

1\tn('Utl"\h\klt\C'H'.IJ I UtCiliC'tUtn In I 1Jf;lt ,tj (iJf4 ltk' b(~ tiii'K ,c.ou lul .. l 

rc-1um 1n uu.r ~'"''~"""'" 'hu.;.w) t"n the PI'" ft\f' ~"C'M'\ t1Uli•'CA1 re1wm 
t'hN'dt·dho-chlhr\AJI~• t•nt.tllWJ\C'UJ("Hflhcm.JHt l1 \ ~,.J 

4.11fnrtl!Wt\k..Gkft\\Oft~\ 

pro' ader that ha' more recently expanded ''' 

'ervrcc urea to part~ of .. outhcm New Englund. 

It i' a ~tron)!. succe~sful orgunizmion, whose 

financial pcrfommncc and strategy for the 

future are remarkably ~amilur to our own -

a key factor in our shareown.:r.. · overwnclm

ing 95% vnte to approve lhil. merger. 

Amerr tech's merger with SBC Communi

cations will enable us to better serve the 

needs of customer~ here ,., the Un1ted 

Sto le~ and around the w orld . And Lhut '' 

prccr,ely compatible with our decision sever

al years ago not only to make customer need' 

the drr,cr of our bu~inc.'.s deci~aom. hut to 

rmplcmcnt thme decision!> in ways thai 

max11ni.o.: 'hareowner value. 

Our l',mHn!lrnent 10 that objective ha-. never 

hl!cn ,trunger. Lakcwi!>e. rhc marketplace of 

the future ha' never offered u' 'uda cxtm· 

ordrnar) npportuntlac' LaM year an thi~ 

'pace. I mentioned that the a~ival of my lir.,t 

grand,on had offered me trc'h lll'lght rnto 

the uni ver.,ul need to ctHnmunKate That 

rcmandcd rnc of thl' \' ~1\t polcnltal 'ht' IIH.ht' · 

IT)' enjoy-.. In JIJl)H. a 'ec.:ond new grand,on 

JOined our family and. like hi' cou,in hcforc 

lum. hl' nm:.t:antly rt·rrrlcHlT' my optinll,lll' 

VIC\\ nt the I uture. 

WL hope you ~ rll gam a ,jmilur 'l'll\C of 

c\cllcmcnt and cnthu"a'm ''' }llU rcat..l 

.rhout Amcnlcch\ :achat'\ cmcnt' <rnd '"para· 

tu>n' an the page:. ahead. If you arc IIIK' of 

A mcntct h \ valued 'harL·nwncr,, you 'II 

undouhtct..lly be gratalicd hy your company" ... 

199H pcrtonnanc•:. If you arc a potcntral 

anvc,tor. Y''U 'hPuiJ lind the mfunn.rllon 

you ntcd a' )IIU dctcrnrrnc ho~ Amcritcch 

maght complement your portfulro. 

In Cllht!r ca,c. ~c arc conlidcnl ~ou'll land 

compelling c\idcnct· of Amcritct·h·, rod.

'-Oiid l'Otnmitmcnt toopttmflc our l.,.llt'IIIJal 

on your hchall 

Sanccrely. 

RrL:hard C. Notchacrt 

Charrnliln und Chtcf I:XcL·uuvc Oflic.:cr 

January 21. llJ9l) 
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At eritech, we see 
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Make a call. View an image. Access data. 

Share an idea. Every day, people around the 

world communicate more, and in more ways, 

than ever before. 

Over the next five years, the global communica

tions market is forecast to expand 60% to more 

tha.1 $1.9 trillion. Nearly two-thirds of that growth 

will occur in North America and Europe, where 

Ameritech's operations are focused. And our 

planned merger with SBC Communications will 

expand our opportunities even further. 

The pages ahead show how we capitalize 

on these opportunities. How we innovate. 

How we grow. How our customers define 

our five key growth areas for our future: 

Voice. Data. W ireless. Security. G lobal. 

I 



Over the next five years, loca1 ns will 

provide customers expanded services and greater 

convenience. Ameritech leads in th is growth market. 

Amefltect/i ~I 
Wit viCe~ ,_ .<h o~ 
and V~co Moil 

AI Ameratech, we're experl ol ~pcodmg growth tn lcrol L<.munu• ""'")'•~ 
o market projected to grow '27"1~ to $218 btllton by 2003 l"uml·rou' foRT' 

Jri\e thi!t expansion. tncluding nc" ...:n •.:.:' and hmad <.:u,tom.:r Jernund Bu') 
hnu...:hold!. and buMnC\\C:'\ u-.e more phone hnc' anJ mun.: -..:n Kt:\ to l!:un a<.:.:.:" 
loa world of convcmcn.:<.· - throu~h lu\t:, . Vm.:t: Mall and t1111t: '·" 111g 'l'f\ tt:C' 
\UCh tl\ Caller ID and Call Wmung. To .:apttalllc on Lhc..e gmwth opponuntllt:\ . 

in 1992 Amcritech launched a 11eric~ ol nwJnr <.:han~c,. W.: hutlt a "nrld-da" 

marketing organization . .:on ... >hdatcd all uur opcmllon' under a ''n~k hrand and 
expanded llllr prudurt ponfohu. The rl·,uh ,u,t:uncd 
gro~Ath. ().cr thl.' pa\1 fi\1.' )'C •• f\, \\C.\1: .JUJCJ lllllfC 

than l4 mtll111n phone hnc' 111 our li\l.'·,tatl.' nmrlo.<.·t 

un:a. hnngmg our total to 21 mtllum In I<JIJX. lllll· 
~umer ac.khuonal hnc' grcv. 12' • . .Jtll.l Callc:r ID 
CU\hlnlCf\ ):!ft:V. 25' r 

To ClCcelerate growth wc'v~o bv.lt o world elm~ 
brand def•ned by ottont•"f' • tJ~tomL•t · o•e 
Tiuoug.h to~rgt·ti.'J .Hht:nt,tng .mJ ..- ~H·tt-nc .:u,1111ncr 

inter.rt· tum. t\rncrucch h.t' built on.:,,, th.: llllnn•un• 
cations industry':. mo~t mbu-.t brand,. Mort: than I::! mllhun hou...:hold' and 
bu,inc~,e~ in the Upper M•d~o~. c,t cxpcnt:JK"c the Am;:ntcth hrand t:\Cf) d.J) 

thruugh ad,cni,ing. <m vur W.:b '"c'. 1111 11ur ~0 n11lho11 Jtrcl ton.:'. on ou1 
230.000 pay phone' 11nd through rmllton' ol pcr.on ·to· pcr''"'l·u,t llmt:r ..:otllac t' 

Butld1ng on our $VCC6$~ tn local ~rvtee we abo ore develop•ng groNtf 

opportvruflcs '" long-dtslonce ror .:utnpk. more th.u1 ::! ~ 1111 lltnn ,, , nut ,l'flul.u 

% 
CUliiOII~ r. luJ\C \lgnt:d up tor Amt:nt<Xh httlj'·UI\(,1111.'<', up 

41(~ frn m u ye;~ r ;~go. Our pro:p.ud ph<~ll<' tarJ. "hllh l'.JII lx· 

uiiCd for llx:al, long·dl\wncc and uucrn:llllmal,·alk r.:nm.kd 

even •lron~t:r gnm rh Plu,, IA.C ,·onttnu,· tn \\Orlo. tn\\ ;trd 

I u II t:ntr:- Into our rc~u m ·' ~I II 5 h1lluon ton~ .,lt,I.UII.'<' m.u1.ct 

( ·u,hmK•r, '\I h. h oh , .. , 1111 1\.uu I I k lilt! fW..,f'l I elltol 'nil\ (,."""'I I 
lw,ct .. olort,••Ufll••n \m,·n~t·,h lo1 rdMI•tlll' ,.~,.,.I Ilk .,.s.k .. l 
l.tHl\fUil' 'l ••l"'-'1\ l<.t" .... thh.a .. ( .tl'l'f IIJ , , ... , lh.lll 'ltt iJ I,IIII''-'"'''" 

1Uuu1 lt,tiiJ'h•••" •'l"'-'••n .... &..lnttlf. •. ,. '~''" llh.lu.lu•r ll,,~ul 
I tlh ' 111 '114."1 hi ..... L ·""'' .~ tllh I Hl .. l..ll.lfl•-tf llb1111111ih u,,,,, i. t. ~ llllh 1.111 
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Rapid growth in data and In rnet services is 

transforming communications. Ameritech is shaping 

the future of this high-potential market. 

Data communtcohons :>ales tn the Untied Stoles o re lore«.. " m )rt thor. 
doubte over the next ftve yea rs growtng to $ 158 btllton li• ~.tpllahtc on th" 

huge potenuul. m 199:'1 we :.ct up u nc\1. hu,tne" umt to ftl<.ll' nn ditt.J "'Iutton' 
Today. 3.400 Amcritcch employee' are dcdu:atcd to tim -.cgmcnt of our hu~tne''· 

More lhun half of our network tr.10ic •~ mm datJ rJthcr than 'o~~:c And our I 1.Nll 

data revenue~ grew J2% to S 1.7 htllton. rcprc:.cnttng more th . .m onc-thtrd ol our 
total revenue growth. In reco!_.tnllmn of our Mrength 111 data. m I'J'-JX i\mcntcch "a' 

~leered to oper.ue America·, International n:i>l'arch and edwaw•n Internet huh 

To speed growth, we've taken •mportant steps Ia expand our dolo <.op-Jbtiltte\ 

For example. during the pa.'l year \I.C :u:qum:d Clover TcchnulugtL''· il kaJmg 

net wort. intcgmlor and one of the largcM local area net\\ ur~ '>tlhHwn' prm tdcr. 
in lhc United State..\. Abo. we were the lin-.1 cmnp.tn) ccnificu to hoth Ufl<.'rJtt' 
and connect ~>upphcr~> to the AutmnottH' Nctwort.. cXchangt· t/\NX J 'l't> Ill'. 

a M:Curc. Internet protocol nctwor~ that cunn(.>t:l\ autumal..cr. .sod -I,{ XXI 'uppher.. 

To meet growing mossmorke~ demand for broadband >Ne re oeploytng 
ADS' technology and building comJ.X•t tt•v,. oble IV netwc·r ~ 1. both rflpobiP 
of deltverrng lhe dolo !ler .tee~ ol the future ·nu, P·"t )C.tr. \\t' litun~:hl'U one 
of the largc!>t hinglc commcn.:tal dcpln) mcn t~ ut htgh-,pccd ADS I tcchnolng) 
in the country - for up to :20.000 off-c;unpu~ 'tudcnt\. tacuh) ;tnd ,_Jfl at 
the Uni\Cr\IIY of Mtcht~wn ADSI lrl\ u-.cr' .U.'l l'" the Internet at 'fl<.>t:d' up 111 

50 llrnc\ la\h:r lh.Jn 11 ~l.mdard phone line and mode m We· n: a I" ' hwiLhn~ ath anl'cd 
cable TV network:.. V.'c have 95 cahlc T\' fmncht\C\ that covcr a 1 ~lpul,llton 

or nearly 4 million in the Chu.:agn. Dctmll. Clc\claml and Culumhu'. Ohw. 
market\ We're operating m 75 l'lllllmumttc'. ofTcnnj! mort· than 1XI ' hatutc l, ut 
pn1gramnung and n:<tl-timc communtt} mlonua 
tion to more than 200.000 cmu·m ·u1r <'U, lllmcr.. 

\\.\.• prt 1\ Hk 111,1\ ~Uh n J \l,tlil \.\'( \I\- t'' 111 1. U\I,Hih"l ' ,II tlh' 

I ou•n•ll) fll Modtrj:olll >U•h ·" 1\•orr " '""'l'''·""'l' f"~'l' l 
t\u.an~ ' u llu.m)!. \tlfd 'h.ah .u.-t ~~'" J .. a..L··~'" '''' 
('hh:.!fU J.\t~"" ludc llll'o.C:I ~,.·,• lurt. U""4'1lw U11ht\,tt l\ f 

1\C',\\ Pr~ Y.\"' upcriJIC fpr ,auh tHHtlh'' "'I'Pllt.--r' ·\I t11tf fl<.'" I ) 

,l(ttulrctl ( lu\CI l tdmolut-:fl'' uml ~h_,.:'" \k'-.u~t.._., kit 

Md1''•' ll ;unc-' un~J \ 11·•~ l( .,lh.J.,~m •' ,.,,·l~·p fh'l"" •t~ 

~ulultuu' fau t.•miJl..llllt.'' .h.''""' rlu; \ 1111\.'d \ l.Jh'' 

Amorotodt ISDN dlcJMQil grow 
$8'\ •n 1998 ISON oorvk» con orry 
VOtCO, d olO Of'ld YtdOQ "multof\oou ~:y 
wtlh .evorol l l!let the cop..»c:ily of 
(.()nvenhC~ttol phone ltnol 
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Ameritech is one of the world's most successful cellular 

companies. Our broad customer base and new servtces 

point to an exciting future. 

\m~uh.·~.t~' ,qn:h.·" 
..CI\I<l" ' ~~IICI~Il" r~po.J 

~'''\' rh \\'c '..:f\c ~o.'U\ 
hHncr' \lh. h ·" ~l.:r ....... dl 
Dl\un 111 lhc l nnc<l 
\!.tiC' ol.t<.lllr I'·IJ!C I .111\l 

rlll~tUl!IIIIUI p.lni\C:I'hqh. 

l.. thlnnH:r' ,t. .. h ~' /nltJII 

'"'~~ on IIUIIJ!~r) 
• "f'f "'"·: J \\ ( ma.r~ct 
\\ u~..·lt,,-,, ,~.,' '" t"' thrnu~h 

ol \,afld~ .-1 .... ll'' dwnnch 
"" lu<lm)o' o<l.ul '>Inn:' 
\ mcrHc\. h ..1 .. ,.,M. s..llc 
lo..omhcrl~ l.nod.ohl ( 111'<"1 

f •. u.Jll)! P<-~J..'~ 1 'krmm 
,IJ,ah:' [ll'l••Jtc.· h.".duu.·, 

"' M11111 t .. uhhm.m 

The U $ Wireless merkel IS forecml 10 grow fTIOrQ than 50"•,, O_.CI the next f1VC 

years to $60 billion Amentec.h s pos11ion m th1s fost -expondonq mor~et IS Iorge 
and growmg. We provide wirelc" -.cr.'ll"C w more Lh!Ul .t5 millinnru,tomcr.. 10 

tJ1e Upper Mid~~t nnd l'Ovcr every major marl.ct ~here "c pn" roc tradnronal 

wired phone service. AmcrilCCh '>c:lh Wlrele'~ ~rvrcc through mon: than I.O!Xl rct.:ul 
location~ includi11g 69 ~hop~ wtlhin Scar.. ~tore~. which were uddl'tl in IIJ<)H. Our 
re5ults have been consistent 
and impres.c;ive. Over the 
pa:.t three years, we·ve 
added approximate!) 
1.7 mtllion new c~torner.. 

And opponuniues for 
continued strong growth 
are ou~tanding. Our U.S. 
wire)~, markeL\ encompu.o,:. 
a total population of more 
than 34 million. 

To drive future growth, in 1998 A merrier· occcleroted derloymcr• o f our 
CleorPoth'M advanced drs11ol wirele~s nerworb on our mo,or US markers 

Thb M:rvice giveb cuMomer!. addctl ~·all dant y. longer talk lime' and a hmt 
of new featurel> \Uch llll Caller ID and Voll'<' Mall Owr tho: p:"t I\\ o) "a''· 
Amcri tcc.:h laum·hctl Clco~rPach 'en tee tn 1•ur l.trge'r mur~ct' ( "h1ca~o. 
Dctrmt. lndtunup<>lr:.. St. Loui~. Mllw<rul..co:. C illCIIInall and Colullthu'. Oh1o 
and the bCrvicc: 11> available to 1:14% of our poto:nual cu,rum~f' 

Operating c;mt, Fhw from ovr woreleu 
oper0110n) lnc:t~~ 35'JI. in 1998. Oi we 
re<:orded 1ho b.sr fi.,onc1ol periormonce 1n 
tho hostory of ovr cellular bu&l~u 

Amerotech wrrelc~~ l.:od~ 11~ morkc·~ m both lv~ronou 
growth and customer sotrsfacllon Over the pu .. r tlu~·o: 

year:., our number uf U S "1relc'' cu,tomer' h.J' nc.Jrl~ 
doublt'd. Thut gro" th ha' been dnvcn h) 4u;tlll) \l'f\llc 

In 199!1. Amen tech ranked numbc1 one m ) I> I'll\' l'l ,111d 
A''I{>CIUtc,· ru,hllner '.Jli\I.J~.CUon \UI"C) ol "ucle" U'l"r' 
in Ch1cugo. Dctroll and Sr. Lmm- uur n11l~ marl..e,, "hcl\: 
the !>Urvcy wa~ cunductc:d This rnurl..~ tho: fourth l"llll\el."U· 
tive ycJr thm Amentcd1 ha' rel'C:I\l"d thr' ,1\!oard 1n Chll<~go 
anu Dctr1111 

13 



--\'1- Amerlcbn security operations and 
innovative privacy services, we're building a new growth 

business in a high-potential market. 

\llh."rltl·,;h J1Ht\ 1Jc" 
'-1.•, UJ I(~ f1Htlllh111 j! ft._, 
, thltHtK't' .;(fU" Nntth 
\lll<'IILol IIIL JutJ10~ ( 111<1\ 

I llh" ·'"'I "'"fl \\'1 t1t • .nn 

n ... m·· I'··~~· "~•llr,r 
i."lll(llt•\c,a.•._, 'lh.h "'' 
l<tn( '>n•J..·r ~luur 
\~, w 11~ Lml N~tttuul 
\u.,tUIII' ( ·,·nh.•r HI 

( t~fuc:u~u"' ()fuu 

"'PI"•'•h· 1 . ....... , q,· tl\t\lnc~' 

, ll'h •IH"''' I jur n~\1. 
\uu.·rttt.·" h Pu'·"'' 
\ f m,,~''-' ' ''-'n ., ,. k•1, 
"u'htllh."r' ,,u.:h .t, 
lh.'lfl.ll\1 \11\\tU 

tll l'l'l h ... -1,.,._ i .nuuJ 
Ull \\ ,JII!l'\f \ .tfh, 

Ameritoch rs o l~·ndl'r 111 rhc No<th f\fllt'''' u•• ,,,,., ''"'"• \e< 1' r. •,d .,,. 
1 

o $15 uti!. on market fprr·~o~t '" g•vw t. • n ,, rl •tl• S, t, I""' H• b, •1!)(' 1 

We urc the ~-cond· largc't pnt,·rdcr ol ckt:lrun •~· 'l'Cllrtt} rn till.' l 'nrtnl Stalt''· the 
lllf!!C.\t provider rn Can;uJa amJ one ol onl} t'"' ~·ourp:ullc' th.rt ,·umpctl' n.1trunJII) 
111 all -cgmcnL' of tl'k· lllUU\tl') \\'{• -cnc I 2 null ron cu,tnlllt'f\ and npcr.1tc m 
92 of the United Swtc' · 
large-.t I 00 rnarl..ct,, whr{'h 
L'tWcr 72'X of the countl) ·, 
population. TI1i~ grmHh 

profile '' \ ln:ngt.hened by 
the bu,ines~ · strong value 
equation: a l'On\i\lcnt. rct:ur· 
ring revenue ''~am. high 
cu~torner retention rutc' 
and low capunl in' C\tmcnt 
n:qui~nlCntll for c:-.pan,ion. 

To spur conltnued growtl> we ve el(ponoed out monilotnd l''"d' ,, '" l 

serv1ces and deployed the ~e urtly •nJu•.ll) · m ~.1 • · -! "' , ' •· '"" • • , ,. 
platform For example. Y.c luund11.·d '~ ''~·m, th,u .IUtlltll.lll~·.•ll) f'l.l~l' 'u'tomcr'\ 

y, hen ul~ OC1:Ur or when lun·d lllll'' n·tum home And 111 J l)t)X. \\C l'on,olr,J,,r,·d 

our cull monitonn).l ccntcn. Into lour 'Wtc--oJ.thc·an n·~•on.tl tu,·lflll<'' MoH' rh.ut 
K01

o o l our uc:counlll nrc no"' M:l'\ cd hy tlK'\4' 1~w n·nt<·n. "h1d1 J)l ""'k 1111 ,,,. 

cun~i!>lcnt scrvke and addctl cllic rcnc) 

Our Amerilcch Prtvocy Monogvr WI vi(. I' 1\ I he 

industry's frr~t comprehon51ve ~oluf1011 tu ph '''f 
prrvocy concern$ Launched late tn I9<JK. thl' 

breakthrough o,crvu.:c gi ve\ cu,tolllt't' , hwn· .mtl 
contnJI over the caJI, thut com. 1111u tht·ll hontt'' 
and let~> them reJCCI un.,..amul ulff, I nun tl'le · 

mark~:tcn. und othcl'\. TIIC ~en ICl '' nuy, a' ;ul;t~k 
10 CU)tOiner-. in three \ la iC\. fllllt.lf \illt'' .ut• illll.•ad 
of projection.,. And~"'" Lh fl"'~J>t'l.· t, ,lit' hnglu 

Amtmlildl added l 36 OQtl Norlh 
Amen«Jn 10Cut1') «••tornm 
•n 1998 for o I J ·• orowrl, ~ 
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In 1998, Ameritech~s European investments contributed 

more than one-fourth of our total earn ings growth . 

These strong results point to a future rich in opportuniiy. 

lluuul!h '"" l ·un>pc.m 
fl.U111l"t,JH(h. \.\(' "-'1\l' 

uhtOtnL·r, ,lh I• ,,, \ut~o.·n 

u,,,m .. 1.··\ lf.l-.111~· p~)!t.'l 

111 I ~·m11.11l .tlttl A u·l 

j,)(•U' tm~·l ~o.t•h •rJ Ill 

fkf}'llllll \\,· f "1IJ \,llu,· 

t,, 'h~IH11~ ' " ,u ... \\Hit 

ml-.:'fH.ttt••tt.tii'·Ullk'l' 

I"''' •mpl, \m~·rth.' II 
!1\,lll.lf'\'l \tk. ~~·~~"' Jllt_l 

h·l"" I l.JJIIH.,tl. ~ '''tulla~~r 

'4'f\tu· ·•J.TIIt ,\h·lf-.• 
J"t).'l'u":u tllhd It(,,...~ 

.m,l \\llth't .. ,,,,~ t··~~llk'f 

I• • tlllfl'''' ,. ""'h •m,·r ,·w·&:-

The European commun1cohon~ market 1s foreca~t lu ~Jiow 60" .. over lhe 
next f1ve years to more than $560 btll1on Pm,crm!! th" growth arc libcr;al 
11ed market:., cl<.pandang t:cnnutnic' und .a large pupuhiiHin ba'l-c. To r:up1tahll' 
on theM: growth opportunitie,. o11cr tlw pa't lhc )l'ar' t\llll'rltcdl "·" bcr:ollll' 
the latgcM foreign invc:~tor 111 Eumpc;an l'omnaunlcatuuh Wl· h,a\l' lll.IJur 'tr.Hq!l< 

p:lrtllCr\hljl' Ill till" II.Jl11111al. fliii ·\Cf \ ILL• l.UIIHnUfliL'Uiltlll' 
cnmp:uuc' Br.:lgaL·um ur fklg1um. Tclc Danm:ark ot 
Denmark M1d MATA v of llungary Wt• otrl• Hl\o u 

partner 111 NetCum. a fa,t ~ru"' 111~ n·llulur l·umpan) 
in Norwuy. and we tw.n IIIII'{ ol II/ 1\' .• a wcr:c,.-.iul 
bu~me"·to ht.l\lllC" Jucr:tnr) and clct·trontt' cumnH.·rn· 
fi nn bn!>cd in German). Ameri tcdl (ilnhal (iate\\ a) 

Service~. l.tunr:hed in IJtc 1997. ha' )!rt'"' n qu1d.l) 
and no\\ prov1dr:' "'hulc,ak lun~·tll\ l llll<'t' lf.Jil'fli1M 
to mon: than 200 cuuntnc' 

Over rhe post few years, thP value of our European rrwe~trnent~ hm mo1c 
than doubled, growmg from our orrg1nal 1nvt>strncnt of $4 I bdl.un lu rntut• 

than S 10 billion We buiH vulue b;v ,hanng 
'kill' and fl~eu,ing on cu,tomer,. In I lun)!>U)'. 
for 111\ttmr:c. our punncr..hip m MA'J A V n:'ultcd 
in rnpid :.crvice upgrade' and c:limanatwn of a 
13-year waiting li~t for phone o,.cr\·icc Mt\'1 t\ v·, 
camang' growth hu' •·'ltcceded ~0,_. .md rt'\'L'nm· 
growth ha.' topped 25'+ fuur quuncr.. 111 .1 mw. 
In 199M. Tele Danmurk launched :1 ho~t ol 
\UCCC~~ful new loervice' - mcludin11 Dut·t. tlk· 
world\ fiN ,;:umlc~' ccllulur-landltnt· "n~k 
uumbcr phnnc 'cr.. ~~·e 

Ovo• the poll y«~r 1hr ovii!IQfltd volvo 
of our E vropeon ,,, ,.~rn-onl\ D"'"" 6 '•"v 

d""'" by ~"U '""'"'· •ul rewh, o11d 
e•pondPJ fl'l(lll.,l opJ>o.•<lunit/.,, 

Wirele$S commun1ca11ons 1s o row<.>rlul gr..Jwth eng1ne 111 ou• r vropc:on 
partner$hl~$ For c;~r.umplc. Bdgm:<un·, total r:cllulur Ul,h•mcr h,1,l" grc'~ murc 
tha:1 l!O~ tn I <)I} X tn 1.2 mal hun M A'l A V ' 191JX r:cllular l'U\t\llll"r gn1\\ th 
Wil!> 45'; And an late 19(jK, Bclgacum and ft:lc Dunnmrk ;1anncrcd lC1 laun.:h 
an advanced nationwade warcle" net" orlo. 111 the Nt·thcrlantJ" 
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European communications 

markets are poised for rapid 

growth. With interests in 

15 countries, Ameritech 

is strongly positioned for 

the future. 

\mC'nh:dt lt.t lfl \t"\1 

IIH'IH' .md P!lt'f,lllllll'- Ill 

tUoiU\ 111 I 111 111\\ 'tlltJ'I 

J'llllllhllla.' \ llllftllll\1 

\.,·,uu•n' llhJJ~('h ht~ 

t' \,HIIplc.·. \,\~ IH.•Ip Jlfl)• 

\ uk "ud"·'' '"''' ''"r' tu 
\. U'h•llk'l' Ill II \OUOUIC'' 

" " '"''"'I' I knool ""t<'flolil 
• •I ( "fK.'nh.at,·u crwha' 

• 



Ameritech's European Holdings 
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The global communications industry has entered an era 

of rapid expansion. And Ameritech has taken major steps 

to accelerate its growth strategies. Chairman and Chief 

Executive Officer Richard C . Notebaert answers questions 

investors frequently ask about Ameritech's future. 

0 In December 1998 shorcowners of 
.A· 1er itech ond SBC Cornmuntcoltons 
opproved o pion to merge Whol are 
your goals for the merger? 

t\ The propo...:tl merger otTc:n. ouhtandmg p(l(t:fl· 
ttal lor u' to 'peed growth and build val11e fur 
ti\Jf 'hun:owncr... Over the next few year~. the 
commumc:muns mdu~lf) wilt gcnl.'rutc unprcct:· 

Jcntl·d opponunitic,. l11e rncr!(cd cum pan) \\ill 

h<llt' the 'co.~ll. '-COJX'. c~pcncncc and finam:iul 
'trength to capitahtc on these opportuniiiC\ and 

'c".: t·u,tomef\ on a nuuonal and global bu~i~ 
Our ,·omhtnetl rc'oun:c~ will cnnhte u' to launch 

tlllll<' "'''' 'Cfl' ll'C' fu,tcr than 1:1er hdon· Our 
<'lltpfo~ n·' v. til lnnn .1 \\Orld·da.<., Lulcnt JXlol And 
11ur ncw-hu,mc" mlltallvcl>. tncludtng uur planned 
n<ttlonal-ltx.:al e'tp.Jn,ton intn 30 U.S markcb out
,._.k llUI lrad1111111:1l fl'j,! llln\, Y. ill \Jlllf Clllli(>Ctlllll11 

.utd ltnthn ~11.'-:dcr.lte our mdu'tf) ·, 1.'\Ptlll\lllll. 

Sl1175 

D•vcdend Growth 
nJn ... a.,~l~d..'\1..-nfp.--t Jwn • lr w.,)hlf'''"~•ll'llht 

'"•"" It '~' ·h•••k••lu~o,u·•·• """""""N'nl"'-'('nlihr IY'It. 
... ,. , ,,. t.u~•"'1 ., 1••1l'l"'oo"'• l \ ~•·n~"'M""" 

, .,,~,,IC', f·~ thr l.tunh ~·••"'-vii'< , .. .., 

In prn mu' aunual n:pon'. I -..11d th.tl tnr .111) 

merger II> nml.<· ~n'c tor Am,·ntl-ch. 11 v.uuld h.JH' 

to Jcl11er dear Will' tor huth ou1 ... u,tollh.'f\ .u1d 

our ,h.ucoY.ncl' Tht' ml.'rger '"" dcll\n the .... · 
11 ill' l~t,ll'f than "e n>uld ,,,·hll ,,. the11111n ow m\ll 

0 What t~ your dtvtdend h•~lnt y 11r1d how 
w1ll Amentech·~ plonnPd mero w• w•lh ~bt 

afl<•cl dtvtdcnd poyuul~• 

A. Aml'ntn:h .md SBC ,h.tn• .1 'lfiiiiJ.! d11 ~tknd 

n:eorJ. B11th l'ompaule' h.IH' """cd th,·tr til\ t1kud 

c~t:r) )Car lhl') '~t• lx'<'ll 111 hu,uw" \\'hell lh<· 

11ll'l):<'r t'l"~'· <'Ill h ,h,tr<' ol Alllt'lll<'dl ,.,,llllllltrl 

'hK.'I. w1ll he ndt,mg<·J lor I 1 IIi ,h,tte' of S HC 
common 'IlK.'!. . So. v.e <'\pl.'llttw tt.uhal' llllll Y.tll 

hu1 e hull: or 1111 tlllp.t,·t '"'.II\ td,·ud P•') llllh lo" 

i\metltl'<'h ,h.tr•·ov. n''" Be'''"''' • •I 11111 ''n "'J.! 
l'OiriiiiiJ.!'· h<>th UIIIIJMIIIl'' h,I\C udlll'\1'11 1111l'l'l<'lll 

dl\ nlcnJ gnm th 1\ tuk ,t,·aJtl) n·Junng p:l\ 11111 

r..tllll\ Tht' allo"' ,, t.1rger Jl"n'"" 11! c.lllllll).!' 111 1-...· 
ret;unnllor lllH''IIIIl'lll 111 gnm th "JlJl<lnunltt<'' 

0 Amertlct n I onlinuc~ IO Ol\pond ll)ff!IIIClfonn 

ally How do .,, •U nltrllmtlP (IS ~ who·n llo<lltnq 

overseas tnvr"olrncrtls., 

A v,.. do rlun• unpott;tnt thliiJ.!' lo crl\Ufl' 'lilY<'" 

111 our tlllcmattlln;tllll\C,IIllt:llh f; tf\( "'' "·rec·n 

t:ll'f) .-ountr) 1-\) lool-111~ .11 .t r.Jn~·· lllqu.utltft.thk 

filt'llll' I ht''l' llh lmk p<tflltl'.lf ,end ''"""lltllc 

'l.Jt'llhl~ hU,IIIl'" .111d kgall'll\ lrOillltc'lll\ .till I 

educutton le1 cf, St·<ontl. ll'l' l'\ ufu.llt' t:l <'I\ 



hu,lnt'" uppo1111111t) hy upply1ng d1-.<:1phncd 

Ill' ~'tm~nt mnJd, that 4uumif) put~ntml for 

pm\lh and 'aluc cn::IIIUII uver tunc. Th1rd. we 

pur,uc 'tratcg1c panncr,hip' rather than pa..,,j, c 

Ill\ ~·,tnH:nt' Pannen.h1p' allo~ u' tn I cam from 

other' ,.,.Ink ha\ mg <.hrect i1;put 1nto npcro~tum,, 

'' ith 'ca,nned Amcrit~ch pmfc,,mnal~ tran,fer 

nng l..nnwlt:dgc and 'kilh cntll'al to \Ucce". 

Q Whut 1mpo<.l w1ll compclt l lon hove on 

Amcr•tech ·~ futumC? 

A C 'ompct11um1~ a dcur po'IIIH'. 11 ·, good lor 

~-u,tomt· f\ It 111\'l!!orutc' murkch And 11 'pur' 

gro\\th. Th;Jt·, ''hY Amcritcch ha.., taken the lead 

111 p1"h1ng for more open market,, and wh) we 

cununuc tu "urk 111 nul\ c he yond regulator) har· 

ncr' .and gam cntl') mto the long-<.11\tam:c bll\1-

nc" Toda). more than 200 curnpanie' h..t\ c hccn 

certd1ed to prm ldl' local -.crv1cc: in our murkl'''· 

anu \\ e' \'C completed IliOn! than 15() llllen:onnc<.·· 

tum .1grce1ncnh "ilh compctlli\e pmv1dcr' 

Our compctiii\C confidence ' ' ba.\Cd on proven 

.'.trcngth,. a 'trung br..tnd. a reput:Jtion f<>r out

, l.JOdJng ...cf\·tcc and worl<.l-cln!-..., marketing 
l':tpahihoc' Jt', al-.; hu,cd on the \Ut:CC'~ ol our 

'' hnk,ak hu,inc" Smcc I ~n. our wholc,ult: 

unit ha' grown to include 1.000 employee,, and 

toJa) more than 5.000 ncl\loork .md infom1a11on 

pnn 1-:n~ - mduding cellular, PCS and ~·umpct

tng local \Cr\ 1cc curnpamc~ - u'c Amcritcch '''r· 

'~~·c, "' the1r product\. 

0 What 15 Amcritech doing to 1ncreo~e 
11•, fir ;. ( I new scrv<eos? 

A We crcntt:<.l a 'flCCial bu,1nc" unu to 'Jle•'u 
no.:" pmduct dcvo.:ll1Jli11Cnt. And ~c \Cl 'tn:lth l,tr· 

~t'l' lor fl'H'IIlJC\ lrum nc\\ \Cf\'ll'C' Wllh the 

\lh:l'C" of IIC\\ OUIU \Cf\ It'<'\ UlllJ mh Ulll'CO l' .riling 

pnldu~·" 'uch a' 1-HrX>-CONFERENCE' an<.! 

.-\mcntcch Privacy Manager. in 199X we nch1ncd 

1111r !!"·" and tnpkd our nc\\ -prudut·t n:"cnuc' 
Out pq'!Ciuw nmtmuc:' to he r 1hu,t, huth 111 our 

core hu,me" and m ncv. grcm th uppunurutiC\. 

'uch a' cahlc TV and \Ccunty 'cn·icc~ . And 111 
the tlllllttlf yt:ur. \H' cxpc~:t hi outpace our I<JIJX 

te\l'lllll' ~·1111\ I rom IIC\\ !lrtllfUl I'• 

0 Whot W'p5 Ito~ Arnor1lelh lo~en l o 

prepare ior Ycur 2000 cumputer rwd 
5y~tcms curwel5rons<' 

t\ \Vt• l-><:g;111 .1 thomu~h .1'"-'"lll<'fll 111 our 

llll"lllfl lnlll'oll ')'ICIII\ 111 JIJ'Jt-t .• 11111 \\~' fl' Ulll 

ladt•nt \\l'.\l' ldt:nlllletl illld Jll,ltft• d1.11l).!C\ h > llHI\1 

')'It'll" 111 lillh.' lor,, lull )l'at ''' lc,llll)! hl.'l.ott' 

tht• 111111 11! lhc <'1'111111\ 0111 ·''"'"'''''Ill .111d fl'lllt' 
UIJIIIII) jllll)!lollll\ \\Ill felJUII<' lh,tl \\t' '1"-'IHI,Jhlllll 

S250 rmllu•n h) tlw end ol .:!OOI \' p.art nl 

our '1\·.u .:!000 dhlr1,, \H' .\t' .11"' d,·, clop.:d 

tiHIIIII!!<'II< \ plan' 'hould di,fll[liHHh '" wn I< I'' 

,.._.,."' lln: ""rl.. '' ,·ondm·lnl h~ ,,·nrr.tll) ""'' 
Jlll.IICJ h:illll\ lli!!Jili/Cd h) hU,IIIC" IUIIt'llllll 

\. If I 

\IU 

I''~ o ,.,., I·J!,• I ·~• I_,,, 1''""' 

t ''1'1!.,.1, 'I• ,,.J,juH•IIII.h' ~"-''1 \\WI lll'hHK, 111 I'"-' 

tllk.hn• ''"•lhlf'l out"'•ltd.,oh .... f'U~t 

• ... ,11.-•r'-I"•"'•"''"''''.Wlt'll~.tl..aJ i~i~tJ.,.!·k 1\ to -~ 

0 Whor Ol~l you1 plon5 l01 'Ofillol ~r,e"Jmq <' 

·\ Ow \ .tpll.d hud j:t'l lor 1111111 " 111 IIIJl' \\ llh 
1'1111\, \\ht•n \\t' 111\l''lcd '1,~ liX hil l11111 111 ,,ipll.tl 

pr11Jl'LI' .111 llllfCa.\C ol ') \_\() 111111111'1 m t'f I 11'!7 

T\\<Hiunh 11lour I~JX capual dull,lf' '-'<'f<' u,etf 

lu c>.p.1nd Jnd up)!radr our lu,:,JI pluuw 11<'1\\urk 

( llll\\lh Ill \·.lllii,Ji 'llCihhll)! ,tl"' \\,1\ dll\<11 h~ •>Ill 

dt·pln) na~·111 nl di)!IIUI cellular lll'l\lnrl..' .md h~ 

l'nnllnucd huildoul ol ,,ur l'.lhlt· IV nct\\orl. 

Wl' t;l~ • .1 lu).!hl~ di"'-lflhllnl ·'PI"''·" h '" t·.tpii.JI 
111\C\IIIICIII Kt:j!UIJIIIT) ll'41111t'llll'lll' .ue IIIIC 1.11.1111 

1n our de ... hlllll\ But lht• lll.tjllf dll\l'l ul 11111 

capital plarHHil)! '' cu,h>mt•r, \\ ,. pl.flt' ,, lu~'' 

pnont\ 1111 P'"l<'t'l' th.H en.ahl,· '" "' I*" 1dc 

l 11\lllllll'l' \IIIIi Ill'\\ I"''""' I' """ '1'1 II,., 

Jl 
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Monagement's Discussion ond Anolysi~ of Rc~ults of O pa•roho n s Ci llO f lll(l'll•Oilund!l aor. 

Al1h. llh.·4.."h ., iJ \JJ\C'I,thcd. ruJl ·-.cn ·~(" \.UCnmunh.la1UN'h \.t'IUpoUl\ 

I""' 1\llll).' "'uclm< .nd "'1trlc•• 1clrpl11ooc o<'l\ "c. p;t~IIIM· o·ul:11c 
I\ ""•IIIII) -cl\ I•C•. •llrcctul) ..J~cnt•lllll amJ unltnc o.CI' ,...,, 

l h~r I",. dum<• II~ l..u1dhnc commumcotlun• •ull•u.haric• Jlf'" tll<: 
1o .:~l1dq>l1<111c \CI"\ tee. nctv.nrl. IIC\:C" and pubhc telephone 
-c" 1' ~ lu murc tlun I~ mtlhon .:u•htmcl"\ 111 lila nut\. lnduuu, 
~lldll).'.ltt, Oh111 ~nd Wt\l:Omtn lllrsc •ull•l<it1111<'> ..rl' •ubJ«IIu 
l~j!UI.Ilrurt h) lh<: lt''f'Clli\C >t.IIC utthl) lURIITII\\1011\ and b) th<-
1 rJcr•ll'o•mmum,attc>n• C•>mmtHlllll lf<."CI In I<J.ltll<>ll , "'c 
pr• ·1M , c llul•r ...:n I(C pctm.ltll) 111 our lt\C ·)toalc ~Jllun :t.nd 
\1t '"""· J'.l)!tnj! \Cr\1.:~ 111 uur ft•c •>IAIC ICfll>o, Mt•M>Ufl ilnd 
\1nln•'"'" .:.1hlr 1\ \CI"'t•c 111 111111•11• , Ml\htjllll anJ Olun, ;and 

.,.-, 11111' ., l•c• thn•ughvut 'lunh Am•nt'a 

llw ""nrnunl••tt<~n• 1ndu •tl) conunucd 111 ad.lpt 111 '"'«run~ 
'''j!UIJtur) dtotllf!C\. IO•"l<'~ l'Ompt'lllllln and ~llllllft.:nnt nc"' 
•lrJl~i!" llllllnli\C\ 111 IWH The Tck.:onnnunlt'atinn• A.:t o•l 1<1% 
c•t.1hh•hnla nu111mul fl<lh.:) thai 1.~ll• lor .:umpcttttun 1111d npcn 
"'·" ~, • ._ r.uh,·r th.m rq:ul•ll>r) m&nDjiCIIJCnt. O\ I he l>a\1.: tndu•tl) 
hu'""'" en• 11unmcnt A, a rc;ult. 11 opened the ruuun\ \"OtnlliUnt 
,,111un' mJr~eh 111 •ornpcuuon from ncv. pla)el\ b.llh v. t1h1n ;and 

""""k t~ ui<Ju,u~ fl<llcntl.tll) cn&bllnJ 1hem h• bc.umc c> her 

m,hc "'lull \Cf\h:c pm\llkl"\ ol '"""· \ltkt•. IL&ta.lu..;al and 
lunj:·dl\toiii\C" .,.,._ ,, ... , h\f thcu l'U\Itlfl'lef' At th<- ....me urnc. OWl) 

<IIIIIIIIUIII\,111111\\ III.III.Cl\ Ill OCher p.at\' t>( th<- V.t>ffd ate Ill th<
lllh.hl •>I rclurn, ,lung 111 Jl"' Dlllillll'll and dcrcJIUIDttt>ll of 
111J.O) Jlfl'\ tuu,J~ ou.a1Wrt4lll/t>d \."UiltttlUtu\.·•UUn't c.ftnlp.llHC' 

11"'''' "''"'' '""'"'II ~o~;:c1hcr .:r.:atc an cn\lrtlllniC'nt lor trcrncn· 
''""' putrntl.ol):r""''h 111 the t:lob.ll<:ommurlltal lnn• 1ndu•lr)' 
\meruc.t1 '""'i!OIIcd thcr.c ,:mwth oppoftumr "' ~•cral )Can 

~I •"'II "c unplerncntcd lhrcc b.a.•i.: \lrll.lcJie\ tu n1mpcte efkv 
11\d~ rn 1h1• """ cn•rn•nrncnt •reed '"'"'h rn vur lllf"t' bu\lncO\. 
tnlruJu~.r rw~ "~<f'l,:r' lur ..:u,hmw;r, and t.:u~nc,c t.'U\lonw:r\ 

•ruunoJ tl1<· \lurid II) auhertnF to the>C ilratcgtc•. "'" l101•e fl<"' ' 

ll•lll<d '"'""I"·' 111 t.U.c a.J,ant;asc nf luturc m.t~l.ct UJ'&Il""" 
anJ .lr~tC)!I• ~Ill ... th 11f'fl<>nUI1111C\ 

On M.l\ II , I'I<IX. \\C ~ • .-derated the clC:.:Ultt>n ••I t\lll("nte.h"• 

'"·""·~ • "'uh th(' Jnn1 "m'-<"rtl('n1 ut our •src:<mtnt tn maJC' "tth 
\II( ( '"''""""'~t11•n• In, In tiJC nJCr~tcr trAma.:uun. c~~<:h Wr< 
.. 1 ·\mcntcdl ... mmun ''"d "111 he .:un•ene<.llmu and e\changcd 
lw I lit• 'll..u~• ul .SIJC .:umm<~n •tud.. Aller lhe merger. Am. nte•h 
\\till'<",, "hull) ''"'ned -uh,1oJ1M) ul SIJ(' fh~ trwn\al.ttlln w11.' 
Jflf""'nl h) lh<' l.,,uJ ul dnc•h"' wnd •h.o~1cu"'""" ''' c .. ,h 
"'"'r•lll) 111 1'1'111 , hut rcm;un• •uii.JCd 111 '"r""'' lcdcl"ll •nd \late 
1\"I'IIIJIIII\ Jf'f'hi\JI• ;\tncnte<..h and S8C 0\l,fl .:umpcl111~ ,cllular 
h.-cn-c' 111 .... ,cr•l mJr~ch, rndudtn~ Ch1cagu and St l '"'" 

Hc,.u .... H ·c · ruin lnmt '""' o"ncnhtp ul allul.u "'"""''· "'" 
C\f'<"d th.1l til<' I Ct · "''" IC<lUIIC di\C\IIIurc ul UJK "~riAI'f''"ll 
h"'ll'<' 111 CJdt ll1.1r~ct l>clnrc ~ror.llllf •PI>fll\ ul ••I the ""''icr 

Au.cnlt',h ' rcu•hJ ••t ''""It IIIUJ'k a.a.l rr·,uh' \ttfllmuc.·cJ w I'J"IJ\ 

\\~ ~· h1c•cd Jo.uhlc dr~11 r•rnmp .:"'"'th 1..-tnrc "'" IIIII" urm 
111 ~ .. ,h <juo&nrr nl I 'Nil •n•l t111 tl..- ..... , Kc•uh• ,.,.,., ,J,>rn h• 

\4\lld tt"\t'UUt" l{fHY th .arw.J h\ ~'f'C- f.lllfl ... '-'''I ., ,lltlhlh lf111hiiC"\I 1M tht· 

flt\t t.tU.lUCr uf ll~X lfknfUC' lrtun lnlrm.alloiMI \t"fiiUI\., Ill lh.•llo'IUIIt 

l>.·11nwr~ ~rklllunll~r) •"" '"""lhut<'•l t" c.llllltt~' .:ru,.th 
t wl\ltlhl.uc-e.J rc,ulh ,,, "'f'c·r ttht-th '''' P)'JX ~o.11ntp..1rc"l "'uh Ilk· 

pru•r )t":U ~crt .n h'llt,...,, 

ln .. rc~lt' l•,·h- ~111 

I '1'11< I '1'17 lf~ICJ\C I Ch~OfC 
I0\11111(' hehOIC 

un~ tlftK" Item' ~ ~,Ill~ ~ ~ \.&h \ ~hi\ II .t 
OtiC' IIIIIC llCIII\ .,.,~ o'IOI t Ill! "' '11 
~t"l llh.\111K' l.l~ltt ~ : 1kt I lilt ~ 1 I 
! P" hdur\" unr runt· IIC"tlh 

Ho1'"· ~ ! n ~ ! I~ ~ II! I I II 7 
ll1lul~•l ! \ 1 " I: u ~ \ 1111• 

.lfllllll'• ~r 'h""r 
114'1' s I !7 s .: f, \ ·~ 

~~~ < 
D1lutrJ I ~\ ~ (1,'\ J1 ~t. \ 

.o\\t'rolt=t u•nunuu 'ho~n·, 
tntiiiiUP'\f I 1111 h 1 .1~1' • !'I II I 

'>nc tunc 11rm' en I•I'J)o. '''n'r'tC"~ ••I 

J prrt•• <h•r~c ul SIII-I 1111lhun 1')t>-l nulhuu •ll•·r '"' · "' 
~I UC. per 'h..uC' 1 lut IC\In•liUttn•• rcl.,tl·J 111 "'t.i "' "''IHJ111f11f.'fll 

pru~r•m .tttll•twkcd tn MJr.:h IWll 

• "prct.l\ ~·•nul Sl ~~ l11ulltun1SI.III! 11111111111 ,rllrr t•" "' 

Sll til l~~"r •h Itt' 1 I nun th<: ,,,tr ul '""''·I""''"' ,,IJ, I '"" •lwrn 
rn Tclr•"lll <"urJII•l•lultl ul """ /c•l•rkli111UI·.J • 1<""11 
J r•rcl~' • h..r~r ul \ ~~ nulltl> I I\~ ru1lhun .11tr1 t.l\ ur 
SllltiJ'<"I •hJIC}, f<lf ~ \UIICO..~ rcfJtrJ Ioiii ••lilt ~•IJUliiiiC"IIl 

rrl•lcJ tu "'" Trlr l>•nm.tr~ 111'"''""'"1 
a prct.n ,.:.un ul \17CJ nullu'tf t\lo: null'"" .all·· • ' ·" 1 1'! 

\O.,J pet ,h.au· • frutn Ill(" , .. Jc ••1 ,· rt.aHJ "'"'''"'"'1rlcplh•U(' 
~n..J ducdur~ 01\\.C'h h• Ccu1Un ldcpht~nc I r. •rrpu\C'' ln ... 
l( cntur) lclcpho•nc 1 atk.l , 

• a prcl.t\ ,h..,~t ul S lK n11ll1<•n 1\!~ mill ~om .1llr> '·" '" 
\l)CJ:! f'C."I h.H('I htr ttK- '-'""til fl'dn.'IIIJIW \I \ llllh •III•IJ 

lunt' trt111 'lrhl 

Orl<' IIIIJC llrtll' 111 I 1N7 llh.lu•le<l 

·11 •llcr•IH ,h.u,~:c ••I SK7 nul hun."' Sll It~ I'<' I •h~rc rdJtcJ h• 
U\11 '\h.~r~ ,,f I .. (" \H'\1\ lti ;~ ~urL fetr\.t fC'\trU.,IUIUt._- ttl lkl)!'ok,•IH 

d1 ll.tttufual ttl('\.••mmum~.~lh.n"' P'"'hkr tn lkl~1um 

• J>fCt~\ r•lll• ... \' ~ nllllltiO t\.l7 """"~'~Iter '"' oor ~~ "pc.·r 
't1 liC'' rr,uhlnJ! lruru the '-"IC' ul our I! ~~, mtcrc"'t an ,.._ ~ 

1\ct.,.,,,~ ldr•lllllll ltm1tcJ ul ..,c.,. /c~l.n.J 1\\.> I\' 
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Management's Discussion and Analys1s 

,, I''~'"' dlJI~C ul \lt'l nulhun (~! mrllnm ullcr '"' "' 
~U flJ f"""' ,h..arcJ rc,u1uua.• I tum uur ;a~rcc1fk. nl h ~ .. ~uk J,,,\ ''"h 

1\"l.IICJ ht lt\lf U1\1Lk "trt• ntalniC'11.&n"-<' '('f\ u.·c, 

J prcto~.x j!Jtn ul $4! rmllmn ~~~~ nulhnti Jllci 1.1\. "'\{)()\I"'' 

,h.ucr ft''ulllnJl tmm lhc -.tic ul<•ur IJ 1•, 'h.lf\' ••I llrll 
( ttnununa,·.uuul\ l(c:,.c.~r•h tlklkurc 1. 
a pt<'IJ\ 11111n u( ~J mtllu>fl 1!.!7 nullum .tllcr·IJ\ ur ~0 111 1,., 

'"·•ICI f~\UIIIfl~ lmrn th<• -..lc Jn Jll tntlloll puhl" ull(rlll)! nl • 

p<~nmu nf '"" 'tu>.c 111 MATAV. lhc lckllllllltllllll<.llonll\ 

prm 11kr 111 llun{l3f) . anJ. 

"prrtJ\ clwrt:c of !o 16 mtllum r!o IU null'"" .11tcr '"'· "' 

~I !II pet 'hJrcl rc,ullut~ trum u currcn1.) ·1\·lulrd "'" •.till<' 

J.<lju,IJ11Cnl rclutc<l Ill nur lck L>o~nnwrl.. 111\c,lrncm 

luduJmt: lhc dlco' uC1hc-c unc llfllC ncm,, I'J'IX 11<'1111<"11"' 
'"'"'''...-J Sl J 10 mill .. 10. ur 57 I'• . .and dtiUit'll c.ttnmf' per '"·"'' 
III<IC.I'rJ !.I 17. ur 56.1', ,tt\cr 1hc \lt01p.1r.1hk prwr )C"J l"'r"~l 

Nc:l 1U'-"H1111.: tlc:ofore unc-lm~ atc.~m, tnLfC&.I'-4:\J \:' \0 nullu•n ur 

I() 'I' • m I '1'-17, o1<1J dtluccd camtnjt' per 'holtc "'"rc""'" '>II~ I 
ur II I v, "'cr IIJIHI ft'\Ulh Rc,uh• m I'IIH• mdudctl Jll •• 11,·1 '"' 

!!Jill nl ~ I X nul hun. or SU 02 per •lur~. r•·•ullmv frum lh<' "'"' "' 
,,._u tnlct\.''1 10 Ccnlcncl. o1 '-"'t"llulur lclc.•ph"nc "ump.tn) 111 f'ot.mcJ 

!'IH,\IL'o'l~ The lullowmj1<h'-'U"I'"' mal~' rclercnH· Itt J "''" 

'"'l!mcnl rcpuncn1• ~urn:cp1 oW<IplcJ "' 1'.1'111 ''' "'"' u .. ...-u """'' 
lull) .n Nu1c 14 h> lhc ttlfl\lthdollctlllnan, loll 'IJicmcnl• nn fi·•~··· 
if hl ~ l, hu~tJ flU hO'-' "t" ni.JOQ)tC: ()\Jf bU\IIU,.'\\, \4 1' lhi\C lllrt.'t' 

1\'~tlluhlc "'1!11\CIIh Our IJrj.:c'l -<j!IIICIII 1' •ttiiiOIUOI<Jiutn,, 

\O.Indl Jllll\ldt'' IJntlhnc lckphunc '<'<\ICC. rdlul.ulckphttllt' anti 

p;tl!mr '-'I> ice,, '" v.-cll u' ,·nil m.lll.lj!Cmem .tnd data ''""''''' tn 
hu,an<'' .md f"C\h.knl1al "u'tnnler' Our \C4..unJ ~l:ttk"UI '' HIIHr 

m.IIHtu • .nd cnlcrl.unmcnr. • htt.: h pr11\ uJr" t"ntltcd .mtJ + mlwc 
Jlrc.'\.IUtiC' fur hU!\IUC:\\ Ulh.t IC~\UJt•flttJI U\ot"f\. ~4.UIIl) .w,l .sl.1rm 

month >rill!,! """ ""' for '""""' aod l>u\lnc"n . ..nJ <Jhk 1 \ 
\Cf\ llt:' Our lhud re~ltl.ihk \Cj1111Cnl " cnterm11111n,,l, "hllh 

ruathl~t'\ uur lfl\C'\IUlCUh H1 lun:I~U \CUIUfC\ '1 he llllCfll,l,hHI.II 

'<,l:fll~nl h.a' nu JC'\cnuc'. ·''..all tll\.t.kJOlln!! ok.ll\lt~ ., u.•, ,.rtJnl 

U\IU,V IIU.' tiiiC~hnc- t"4UII) t11~t.'lhtMJ of Uf..'\.UUI1t11t~ \\'c C'\uiU.IIt.' lht.· 

pcrt•HII1JJ1i..'t..• ttl our h'-" rt'H .. ·uuc·prudunul! '-<~llu:nl\ uu ..a drh.'d 

mar!_! Ill h.J'''· \\ halh rcf"tl'\CnC' lt~ .. l JC\ cnuc:' uf thJI \C~I1l<01 lt·,, 
\liiC•I C\~'O'C' .IUIIJ>ulcd Ill IIIC\l'ludtn~ •••f'Jllt<JI~ illln<.lltnll'. 

lllt01111.HHH1 h:a.'hl1n)tt)!~ tO,I\, IJU('It~'t llli..'tllllr tf/ e\pt"fl"14.' lfk.lli1H 

··~'('' .lli\.1 "l.'tt.un ocher \,tt\hl 

Our ,·umntUOl<'ullllO• >Cflll<'OI "' h.tf•l<lt'riiCU h) \IJI>k It'\ 

cnuc gru'-'lh Jnt..l 'ulu.J c:unm~' 'tc.",cnue l!ro\ldh m the: .nh,nu.a 

taun .u'k.J c:ntcn~tuuncnl \Cg.rncna ., '4H~\\ h.1t hl~'hcr 111 p .• ut due '" 

,U,4UI\IfhHI\. hut t."I.UilUtB\ ~UJ\\Ih J\ 11\tHt' t1Utlh ... ,l tiUt." lH th ... · ""l.llt 

up II,IHif•" t+f HUI L JhJto 't\ Hfa('rUIIPf1 omd lhlftlhll lflh."J.'r.tlhtlt \ ' ''" 

1"'-"•n~ "'" un"C"J rn o·ut '-C'\.."\1111) \Cf\ llt'' bu'mc.·,, I he uuc·rn.Jllut\JI 

""C~mn11 ntnhnuc ... tn ... ·ontnf,.Jtc lel cam.nl!' i:ruv.th 

TIIIJI \ht<'<.l IIIJrj!Hl fur rcr•lftJhk "'11""=111' "'"' St•. ~·~~ llllllt .. ll 
ul I'JCIX ~~~.l~'lnulhnn Ill 1•1'17 .tnd S~.n! nulltttn 111 l•l';r, II,,.·, I 

llliU~'III htl lfh" \t iiHJIUIIli\UIIIIII\ \("~fnt"lll fl.f'l\''t.'llh.'tJ oiJ'JtiP\IIll•llt'l) 

9~', 111 1 'N~ '}~ '; 111 I '/'P .au, I 90( . 111 I t)ttf, .uu.l tlt.H,tln lh111l llu: 

tn1~•fi1,.11U'II .UMJ t III\'II.JifUil1:Ut "'~f1k"lll ft..'Jlft.;"'"lllf•l ttX" fe.'fll,ltnlll,_: 

"''• x· •. uhl, ,. • I••• '"""" ,, .• ,,... 

IJitt.·, 1 IIL.U)!IH 111tlk· ""'lUIIHIIIIl.lllilll' '\.l'~ltu-ul u~,rr.l"'"'lml,.llll 

PJ41)'!. ,md I'"'' tim· In IU" u.-... \t"J prnlli.Jhtlll\ 111 tht· ~..dlut.u hu'' 

U\"\\ llh.IL',l""t:d h'\ ~'IIU«.'' lrPIII fll).!h lll,lft'IB \..IJI llhlll,l,t.:t..'lltt."tH O.C.'I 

''"' "'' .and ''"'•l4h ).'ht\olo th IH 1111. I.JJh.lluw lHIIIIIHHII" .111un"" hu,Uh.'" 

( )ur III.U)!IO' Hl lh\· 111hH111.&Ih1fl .mtll'lliC'rt.liUitl\'111 '\').'IU\'1\I 

h,l\\.' ht'\'11 ,Ju\\t•J ''' oh.qut,lllttfh \\t.' h,l\\' 11\;HI Ill IIIII ~·,I lilt~ 

""f\h.C.'' ~U\IIk''' \\ luk th\"""f .J~o.\IU"IItitlh h.at\t .Jtldt•d t•• h.'\t'lltl\.'"" 

Hltq:r.t1U Ill ,lfld ~ ltll'nfld.J.IIIItl ul ITIIltlltl n Ill~ \ t.'IHI."P. h.o~\ (' llllj).l\ h.'tl 

liUf 111.11.~111\ J 111111l'l lfh ,1,11l up H.tltlll.' t~lttUI \\thh.• J \ htt'llllt'" 

v.h1"'h dhllht( h.l\t.' ~m' 11."\t.'ll\h.""' unlllltHtJ l'l'l(t .md th•'-' h.,, 

mur,· th,m !UU,OUO lU,tPIII\'1' hiJ' .tllt."\h.·d IH.Upll' Ill 1111"" \4'): 

IIH'III ·" \\1'11 

Kt \ t '' t ' \\1.· ill'll\\' flu"t ttl HUf U.,"\1.'11\h.'"" lrnmlht ptP\ r...hUliU): 

''t l,mt.lllllt' h."ll•photu.• ~1\h,r .wd ""liPJliltfllll(! JH•~Iud' "lud' 
h'ph.''t.'llh .applt,\lllt.&h,"h '''• ttl h~..tl lt'\«.'Jlll'-'' lh•lll Pfl\'1,11111)! 

''(l!l1l('llh ~ )tlh'l '1).'11111\,1111 '11111~o("' tll h'\("lltl• til 1 1 ~')l\ IU\htLkd 

\I \.1 
\ll 'I 

\ 'I ••• 

lVII ,.,. .. ,,... 

\n•lll•of ~l • .toltt• •l~""•" .. ""'l ''• "'1 ''' .. 1• \l .' r-.tlfto,., 
, ..,.i..~ll \ .. , ............. ' '" "'"'"'' ......... ,.... ., ... , ... ,,. ,,.... 

\ dJui.U .111•1 f'•lfltlr \\ hh h \ ttHiflhU1l .. tl .tpptH\IIUolllo'l\ IJ 1 otl 1U(.JJ 

tc..'\~o"flUt'\ .Jihl darniHt\ .uh 111'111~ '""'" h h'f'fr"" ... ·nl'r> ·'l'l'"'" 
IU.tld) X' I ttl (III,JIII'\\'11\11'' 

f<("\\'IIUt· 111-\.h'~"'·tf h\ _: • It• \J ~ t•1lh1111 IU 1'~)'-1 l<t."\\.'IIUI.' 

,:n'" th tc..·,uhrJ lhU11 'lt"llf f .un' 1ft I•" ..al "-'"h.~,· .md d.Jt.l .,....., 

\I~'-'' 1\.'\c..'tllllo' '· lt1111f'lllh't.l \\ 11h \ ••rlfll111!."d fl•l\\ Ill fll ll.'lluJ.tt 

po.J)!IIIJ! ..tnJ "'-""Urlt\ "-"1\lt..l'' l<..1lt' rnlthlt ~n' , ul1111 pr~tltJitl\ 

, \ ·~ "'' 
.uullu\.\n h'\\' IHH'' IIP'IIIIIttf dl'l.•fi\L' '''Ill\\"' 111 +tilt t..HIIIIIHJIH 

... lltHll' "").•ntc..•lat. f!.JrH.dh ulhc..'llh-.: 11'\r\·.,~ f.<l'\\'tiU\ j!fo'Mlh 111 

J 4/'JN \\ d\ I' Jl t en IIIli "''fiHIIIIIII\ otiHIO\ \("~lf~JII Jfld ~h I' Ill HUt 

IIIIIHirl.ilhUI .uuf Clllt'll.tii11Ul'ltt 'q~ II U.'Jit. du~· Ill ji.UJ h• .. l,~'l •lt..lfUI 

\.lllltU' Ill lh\ ""'\Uflh ""4.'f\IU'' hH'IIh.""-

lHC,tllt'\o.*11Ul'"" llh. r,··"'-''1 I-\ .. -'' IP \It IJ lt1llhtU Ill l'llf" 

llrt\C..'Il f"\) lti\IC..',t~·d tkf11,111Lf ttl ol \\ltfl• o11fll\ uJ \PI!,,,. ,tiiJ tl.ll,l 
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\J~II\IIfd ,l'l\1," l,)tll,llUI 'r '1\.U;f ,,l;"I\J~ p.llr"tt(\.lfl )elf f""'"'U"'fl 

r••• p.hl',ll 'Ill ''·" ur•' .><!orrtf'\ .lJ~IUI kll P~JI'<Irlt J" lrtll 'llr.·' I" 

~ltunrn' .~l l ... ~r.u"~tn :tHIIlJU' ••I \JtJrtuuJ • .,up Lf.t•l m •,JI ., JO 

' IIUII(HII o: 1' \q f'·""'"·'' ''Ill ,,,nu:n.lJ "·",... 'tltt"'\PU .l)t"I'JliUI 

~•an...r'11111 •••1 4' 1\ 1n pur .1JI'l'JJIIH 1111 •.(J 'I \tf 1"11J.'"'l 11'.1\ JtiiUf 

.ll'-t"Jr•l•u••' ·'"II U\11 p.,...r,'IJ'tH ·""I~+ '..'lltHHl\ ·"'''·1J'Ut .lUIIltn' 

,,;~ .. ,r ,.\)t't"'t·uut ,l4fl111 p.lttH{IJHH•' n'Jr Ut\UU'''" I'"'' w~ifuptl~ 
''~'llljJI til .,lli\J.h JIHI \ _J\ Jt"JtUI JP \l,.,pt \t,ad .t\llrtU."'llr \''-~ 

-';«"n 1 ••• "Ptt 111 •11 ,..,,,,, J.luJr' ;~:fu•••t-"''.lJliUt '"I f'·'trur4 'llr.·' 
, •••. ,ptiiHI Wfl u• lfJV\IfJ:f ••I \JUt'lllllll ·'"~' ,,,,,.,r ·'trl,rHUI rur 

.))1'1\J:tllll ll .. t..l lUI ,hhl Ill ft·"''"•'ti:"UI .,._11 I'' \,lJI1Ui l\ '\;JUU.l\,U 

"·"''~" ..... ~P4• ill' I• 1.1\UI Ill plJrf.H J\l"i,.,,.,,.,,. '"'' Jil UIIIIIIIU LW\ 
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r 01 ·'nr l'·"r,lt '·'I' ,,,nu.l\,lJ .>jJrtp ''"' ,,. u"'IIPI,.,.. llj 'Ct,,I 
1 ''"' l'·'lll ''"''""Ill 'uuu"~np.,, 1ruu•t1f'r~ p•w .. ,.,, ·1 \tnr 
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r.."~JI! uilr'nt) .ltCJ Ut uuud~J unt~rJt..Uct _ ) auuJ\ tW ' JI ''~'r 
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·:>.11111 pun , "'<l ur.' ,llll'\111111\r '" , .. ,1\j~ '""' '"I'·'""·"·'' .lin 
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l.o'C.·Ul,H\1 1 Our .:urrtnt h>OJ-dl\t~n.c 'cr'1'c rc\cnuc:' ;uc 

• .krHcJ I 111m .:u,lumer <ail\ tu lo.::atcon• Nl•iJc uf chc ""'""~<'' ' 
h .... cl..-~llm~ arc .. , hue "'uhm rile wtmc l•'<al OK..:C» anJ rran,r-•n 
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11!\<'\llllt'IH Ill ldc J}JOmJt~ \\;• lunJ.·J 1111• 111\C\IIIk'lll 10 p.>rl 

'" '"'""j: ~~ 5 btlllun 10 lunjtlcnn debt Lu~cr mccrc'l nn 'I"'" 

term o.khl re,u1!cng pnm11rtl) lwm .a re<lu..lu>O 111 ,h.,rt 1<"111> tkN 

h.tiJIII.I.'' lt~llu~~o1n~ thc -.de uf •ub,l.anuall) ~11"1 11111 I '"'I 
,JJ.IH'' · p.1ntolll~ nfr-w:l du:\(" IUC.:rt"a\C~ 

IIIII.'"''' C\lk'rt..C ~rC'J..CJ h) s~ millu•n. llf I II'• Ill 1'1'11 

du~ J'tllllJrtl~ '" m.:rc......J .:a•h Oo~~o fmm <'f'CIOlltun, , rr,uhJII)' 

111 t .. ,.cr ••craj:c 'hnn·term dchl hahtncc\ Th1' tk"c""'' "U' 

p.utJal l) utr .... ·r h) the: cftctl .. r h•!lhcr •lulft tcnn tntcrc•r rtllc' 
Jnnc.~-cd •nlar'l "" lnn~·lrmt dchl. rc•tJIIIII!I fn•m hoj!hcr J\CI.tl(c 

Inn!' krm Jchr h.ll.uxc• "'"' p.uttall) • .cr .... c thr Jc, rcJ-.c 

199K 
Other mcumc rlC't S ~.055 

lnnruw 

I \1'17 I De..-rea>t" I 
S 31)(1 ~ IJ>0\ 

l'cf\. c4 nc 
Chanj:< 

41f• 1} 

O rml< "l'tt\11. 'n Other '"""'~·oct tndlkk• cantlfljl' rd•lnl 

h•,\'lt<tote>.·h\ ln'C'I~nl' h•hcn the cqull) fTl('lbt..l nl ""'nunlm~ 

"luJiu,.c\1). rntcrc'l in.:fHnC arwf uchcr ll<lll<>f'CIO!Irnj( tiCrth 

Olhl~r Hh.:nnu ... 1ncrcu:o.cd 1n IWH \Juc: prunanh tu tiM.~ c ttnh 

"' • """tunc prrtu\ ~untrrl SI.'Wlmtlllmr t\1.111~ ntollrnn .. 11.-. 

t.J\) rc,ulttnj: lmm thc pubh, -.ale of •ulhtnnuall~ all ul .. ur ••~h 

1t1 1 ('N/ .• pantully nff:.cl b) o uoc·umc prrlnl ':ha•~c uf ~~~ nul 

lt11111S 1-1 nu lhun ultcr·llll) rnr u <:UrT\'11\) 1rlu1cd fun '~lu..· 

atltu'lmcnc rd~crJ tu •JUr rn<<"•trtlCnt ur ldc O~nniJfl. AI\. thr 

U.II IUil.II\.UflllllUOh.o.UUtn' rru\u.kr In Urnnu;uL. ,, t10t* · lllllC Jtfrl .. \ 

!!·"'' ul \170 norlltuor IS 1112 ntollum uhcr tu\) fnnn chc .tic ul 

.~n.un rdrphuoe JOJ dite\.1nr~ ~''IC'' 1<> CcntUt) 1clcphunc "''" 

... ,mtrthutcd h' the UKfC~\C ~..amtnJ:" fh,tn•-.ur nctA m\c,tnlC"nl an 

lL·h· l>.uunarl. ~..:umt'-tttnl '-'llh \ttUOifC' c._mlft~' frum ''UI """'·'1 
""'"'' oro lldjlourn umJ llunj:llt). cuntrtlllllcd lo the tn.:rcJ'<' .1• 

"''II I'Jntall) "11-cttrnt: tllC'-c trl<:rCJ'<'' 1o«rc ""'<''~'lUll) c.lrn 

'"~' frum TC~/ rnullln,t,! I rum the ~lc uf W'""IJO\tull) ..Jit•l 

uur ,, .... 111tho• .rotnpJII) 111 Apnl JI.I'IK. :" ~~ocll ;1• u t>rw rum· 

prctu\ o.h.u~c ul S IK ortolltun (\~4 mtllll~l ~rlcHa~l fur lit<·""" 
ol rr.kcororllj! S I I htllton ul lun~ 1c:rm tlcN 

\lilt<•• IIICIIIIII.' rn<tCiJ\('>I") j,(,..a rmlloc>O. ur I'll•'• 111 1'1'17 

prunu11 l) U' the rc•ult rol tltrcc ronc·ltrll<" ~~~Ill\ We '"ld uur "~k·· 

rn \~~ IV. ""Uitlllj: en a pre!"' ~atn u( ~~lrntllrun tS\7 mill""' 

o~fter·IJA I Wr: ~~"' rc~h1nl a lll~·llnlC' (lft:tll• ll••n "' ~ l mrtl'"" 

1 ~:7 1111lhron ufh•t ••• 1 rrlutrd wthr: \Ilk "' u 1wutu•n "' '"" 
o\1:\ 1 -\ \' ,11,11<"> Ill ilfl lllllhtiJ•Uhlio. "IICIIfiJl ... tid a 1111<' tiiiiC f'l\'1,1\ 

jl.un nl ~! mtlltuu tS~5 rmlhun nftcr·tll\1 rdur<-..1 trollt<• '-tic"' 
""' '"'<'•IIIIC111 111llclknrc A 1\fl<·lllllC' nll<'r 1.1\ ch.or)le ,,, SX7 nul 

iulJI lur OIJf 'hur~ ttl the \'U\h 11f oJ v..urllttrt.\' lc;•'ll\h lUI II\).' ,JI 

lh'l~.t\••m (}4rHull~ ofhcllfl<" nu.rl-~1'4' 

?8 

t )ur tn\t..''lll~'fll' 111 •nh·ut.dh•n.JI '~.·ntuh'' "*"· ... uhtt.'d h• u'l1 .. tiU 

"'"' rdo..~tr,J ''' l lu~.lu.thttll\ 111 h.rc.·t,:n \UIH.'fh,, ,.,~,h,mt!'' '·''"'" In 
1'1"~1"1 .tllc.J 14"1" \\1. lf,tt):ltlt~o·,f 'ifl1lc.' lof\'fir!lt \'\,h.Uit:\' lr.alh,h,lh111 

~.1111\ ..anJ Ju,""'·"' .U'k1 , llll&' lk \ U.&U,(.JltitU .aJ)u'tUk'llh h.'l..ttc:~lt" 

lht'\4' til\ t'\IIIH'f1l\ dth.- h 1 llU~o.IU.tiiUU\ II\ lht< \ Jluc.· tf lh\• l \ 

JuJI.ar ~~.HII'I Ilk· rt."'fl'''lt\,. h,jl \\ltH'IkH."' \\Juk IUIIth· llU!.lU.J 

lhiU' 10 ~r.Ufh."lk\ '"'"li .m~r r ... tr~ uuhltm('.-lluhH~o.· rt•,ull' ~·I 

ti•f"'.·r.auuu' .... ... "'"'1"-'"' 1 lurrt.,:n Hl~r.Ha•m' ht t.tiiHiriUt ,., (Hil\ uk 

'lhfl\~ ltll,llh, loll t\'\U) I , .Hid t.'olllllllf' ttiH\\Ih 

t\\ J'(C"\Hl(t\h Ut•h.•t.l ttUf lllh'lll.liU•II..al tll\t''tllk"Uh H'Ph'~'UI 

••Ut.'" uf UOf thf{"\.' h'I"'HI..&hk "\)>!IUnU' l 4IUI1~ llk~'IIH." frnm lhC''-4..' 

111\f\llllt.'lll' ollh; l 11Ut~ liiiU.' II( HI\ d1.· · fl~d tll"ltt\\.' \o\o:' \~])..filii 

Jt•m 111 I'I'JX . \~X11 t•tdltiiH w PI'J7 •. md \~\' eutlltHll m 1 11"~, 

Jlll\ C"&UII' llh lltul.' dtll!,.''' nut f\'4..IUII\' ..1 lull (lftt\ l'hm lttf ,ttJdttl tlf\._tl 

I " rn~.onK' '·''"''' du,• to \Uh,t..anlhll .J\,UI01hk tw'''l'" lth.attllr t~t\ 

t.B't.Jih oHhlll}.' llltll\ l)lt.''t' ,,li th.' htfl'IJ.'U lo" lllll\t.lhtlull\ lht. 

m,r("~t\4..' 111 \.'~Uih llh.tll1h' til I•N'!\ r, 'ull' Jlfllll.Jflh hnm 1h<' .nWt 

11oft nl lclf' l>.aum..arL lu •ttlt l"'f1tnlln "'hu. h lthth' th.ut otlt<l Itt\ 

C't.tUU~ llk.t•IU<" In'\ lrt1IU 1 ( "-'/ '"'•hlttt A pill l'tcl)i. I UIMIH "''I ptol 

tlll"rltt} J t ll · l}'·""rn .tnd 1\11\ I A\ .ohu, """')•uto.••l h• lhr· """' o>.: 

,.., ~dl J." llh• , .. lit"\. I" ••I """u.,:n I•, Jl ur-tt"l\4 u·, Ilk· llh.h·.a"'· 111 

l'l'-l1c4Utl\ ,·.utUU).'' 1.\fh 11 ,,HI1(l'.Jh·~l "-llh l'I'Ht "".J' Ju,· II• IIIJ.:h'-'J 

\'\.)UII~ Hll.llllU~ lrutn .all ttl IIIU )ttt\·1~'11 lll\\''l111l'IH' hul I'IU)II,kf,tlt.'"d 

due h•lht• 11diC.'flt-!lh uttlu; t \ lt.•ll.u ..1~;.1111\llhc r., ... t \.Ufh'll\.1.:' 

,.,.," 
\ 

1 1111 
I'N' 

\ I IX~ 

ln .. u: ........ 

j J >t·, ll"•l\.t'' 

\ t>-~ 1 

P,·ru·nt 
lt.m~t.· 

~I• I 

I" 0\U r \ \t" llk.\tllk '·" ,.,, __ .""' Hk. ft "ot"t'\ ' Ill l'i'/,111, .fuot• pttm~nh 

Ill thc IJ\ llllll.ltl\ ul 1-!ollfh u·,ttfllll~' llttlll ,,,(t'" ttl IIIH''Ifii\'Uh 

llh.luJut#!'"" IC "I ,h,m ... (hu ,,t,,t• ' " IJ\ '"'" "'J' \t.o•. m 

l 1r'll\ tump.arnJ '" rth \ 

JII'IX H''UIJ\.•t.f (Uifll.tllh hPIII lhr 1,1\ h.1"' \.'\,t:t.'t.IIIIJ.' ltu,• t"ttt~ 

h."'' HI nor IC'N/ ,h.th"' ~·1,1 

ln .. onw- l.a\t·~ m~.n·.a'l4' tl h-. ' :il' 1111ll1ttfl ••r I, l ' , 111 1•,.1 7 

tlUt' In .• IU ln\.t(.l"(." HI f'H'I~t\ f,Hfllft~' ""'' v.\.'11 .J" tht• dlt'\.l' 11l .a 

•Hh~ t 1 11~ .ah,~l '·" d\.11}'\' nl \l'\"' nulltttrt rt• l.atnl 111 11111 'h.ll\.' Hf 

''"-" '"''' ul .a""'','- l• •tH· ,.. .. uu,'UIItt~· .tt Ud~·''~'"' \ J~ ... H·~,,,. 
10 thC' .tn'MH'lii..&IIUH ttl 111\(,IIIN. Ill I .a\ \h"tfll, tc:l.tll\t' lu flh"l,t\ 

111\HfiM' o~ud ·' dl.JJt.;r 1111,1\ 1.''" 111 ' ''" /r.il.uHIIh.tl 'uhjnh·d 

ll" ht jl "llflfh•ftllttj: 1,1\ •HI ,II\ ,,lnwJ dt,lllhUIIHII\ .tf,p \UIIIrtl'Uit'tl 

h• Ilk· llt,rt.,'.t'-4. 

\llk"lllrt.h ,,,llfllun·d tu p ·th"l,th' ,.,,,,,., ~..t ... h II• ""' J1uru ;111:t.t 

fl••ll' •h11111•· 1'1"1~ lh~· " , .~ ... ~~ fl""' ,.,mhuu·d \4tlh •. qt~t.tl 

dniH'd t1u10 \.'\h'lll,t1 '•'llht'' t.'fl.thk,l \1' out tilth h• l1111~f 

Ukr(..l\C."\J \..Jf'II,JI t'\""'tltJIIUit'' hut .al<wt It• f'Ul'~'" 'l~lllfh.~UH I'M.''-' 

ffl\ l''ltlk"111 t1f'f._ .. 1\IIIIIK' .11"1 I• • Ilk f\' ..&'4" dt\ ,,_kl~h 1'-thl 1""' 1 .. h..ah· 

"',. ~' tl\\'1 llh' ,,. .. ,, ' \ ·" , ... . . ,, .. , 



(""II .. "'" tHII\1 tll'fHHl'<; .\l,\' ITI!:.\ C.t\11 nu ... , lrum 

""''r."""" '"'n·.•v.:J 1'1 ~IlK) llltlhun h> ~~~~ hllhc~1tn IY'/Il. due 
ru n.ttll~ ht ••H·rul l ltU'\1114..''' ~h1\\-lh lumhuloCd 'hllh YtUrlt.mf 

<olfHWJ llllf'IH\CIIk:nl\ lllc\C lol<.~l>l' .1)\tl Je.Jtu WI O!X"n:.I.\C Ill \:lllh 

llo'"' Jrnm upo:r.1t11>n• ••I $7fl7 rmll1nn h> ~ ~ htlltun tn 111Y7 

< "111 "H '' i'\tStl\1, "'"' mt:o. \ltllllUj!h .:ap1llll .,,.~n<htun-' 
"" r.-•• ..-<1 h, "'"« th.m ~ IIMiomlhun "' IY'/11, tefl«·tonr .:ununu.:d 
11\\l.''ltllt.."IH 1U lh!.! LUU..' t 'UIUII1UIIIt..t11 1UO' '-Cgmcnt u.nJ thC' 1nfn1 

'UlH.:turc;- lnr 0<."\4 hU\IOC'~'· Ill\ C'lrnC'Ol\ 10 l~f CCJOliUUnK.ShUil\ 

'cmurc• "'!"""'"''"' the ""!!IC' IJ}IC\t u...- ul •·omp.m) lund• on 
I'NK n,,. l.l(j!C\1 "' thc'<' "''" uur SJ. I lnlhon '""~•tn~entlll Tdr 
ll.HIIIIM~ I ullov. IOj! IIIII 00\C\IIIl('llt rul<l ·' rrpun:lw ....... r lh.lr.-. 

111 Tdc l >.lloon.<r~ lr. 1111 th.· 1\m~Jum nl Dcnonarl. ""hold u 
-1 I fl'• ,o..L,· on the ~o·ompan ) llll> one rca"<' on .:;i\h outfluv.\ '-'d.' 

p.ont.<l l> ••lhel h) the pruo;ccJ, frum '"''.ale nl •ubo;~~tnlillll) al' nf 

••n I ( ·s; ,fl.~~,., Th" u.m-..Ktu>n '-'II.' •tru.:tun:-J a• 1&/l in•talln~em 

"'k v. uh ·•1'1'" t\lntuld) hall ul the pm .. ec:th due nt I he umc of •air 
111 r\p11l I 'Nil .omllhc olhcr lwll Juc b) Man h 11. I Y'IY 11lc 111111~1 
on•lallnk'nt fl:\ulle.ltn pt<>.cceJ• ol upprv, imtllcJ) 'il I bolhun. dnO 

•h•: "'<1>nt.l ""tallrnclll "til rt'\ullln IIOdtJtonul proc«<h 10 IllY'/ 

111 ••I'P'""'"·'"'h S I (J bllhtH1 t\1-...• 10 I WK. v.c ra:cl'e.lp '"'cnl' 
"' .orP'"""'"'..-1' ~71 n11llum from the rcf'd)mcnt by Gcncroil 

I kt.lr" ( ·ump.on~ ul the nulc rclo~lcd It• nur GElS '"'"\tmcnl W14l 

I'""'"''"' ''' "Jlllll""" 11 '> )nl milium (rum tile ...Uc uf U\'ICl' 

"' Ccmun lckpbunc 
lmc,tlll<'lll\ 111 nt•v. ""'"'C'"-'' uJ-...1 nJ<n:u'toCtl in I'N7. v.1th 

·"'!'""'""" h>t.ohnv rnur•· !hun ~I h1llonn fnr lhc ~cnr In Aprt l :ond 

Jum.· ttl"l '"-' ··"~uuc:ti ..&\'-Ch uf thn:co tr:umpolOIC'' C'U~••~tC"d m \C'c.:u 

Ill~ 1<'1\ "c' ( ttll\ldCr.JIIIlll hK UieloC U\\CI\ ~1>1\11\tcd uf ~ppru~o 

'""'cl~ \liJ nulloun on ca'h and !he '"W>.no:c uf o l<lllll uf 3.tni.NJ~ 

""""'"" •h.11c' "llh a dnllar 'aluc nt appru\tmatd) S 100 rn•lhun 
In Cl.t ul,· r I•.I'J7 "" "''JUHCJ '<<'Unly 11\\CI\ uf R nlh1\\ l'riiiC<II\C 

""'f\ h.'-'' ·' '''' hltlll , ,1 Knll1n,. lm·. and M""\.Uflt) lL\\CI\ uf 
l<cpuloht. '>t'<llnl~ C'nmp.~n) lfuiJong\, .. \Uh•odtoll) ur Rcpubht. 

lndu•lflr•. 111, We U'<'d uppnl\unaJcl) ~)(I nulhon '"<alb 
In m.a\.\.• the,.,- pun:huw' 

In :>."' ''"'""' I '1<17. "'" ol<.ljUOn:-d fn•on Spont !he .t•-.cl• 111 11' 1, .. .. 1 
·· •d•.oll~< ""'""'"' 111 ,ui'<Jth.in Onl1l~l' lnrmcrl) l.lk>"n '"Central 
kkph""'' CumJ'I.III) 111 llilnu1' We Jlalll S lfr() null tun on <"a•h 

I llh~r "'"''lin~ ;;dO\ o11r~ '" I W7 10duJed pn-.ccah frum uur 

'-II<' 111 Ill\ nOIIICIII\. HI< ludonj: 11\11 \u~C Ill Jklkurc, IIUf OR\<'\I -

111<'111 111 \~~ I \' .md u 11111110111 ol uur \IU~c 10 MATAV lluuu!•h un 
111111.al puhlh ,•lft"riiiJ! In .h.l4JIIwn 1u I he~ ,.,Jto,. \lr(' u,ho fCCt'l\rd 

pn .. ccJ• "' ·•I'P"'""lillcl) ~I~~ nullu.ll> fn>rn u •hJo.~ n:purdlJiw: 

I'"'~""" .11 Tl 'Ni'. 
lm "''"'!! "'Ill oil"' 111 l•l'lh .->nM\IeJ prtrn:lfll) nf our m,.,,, . 

IIICIII "''" ....... , .. 1 p.111ncr- '" n~IIIOC(IIII A .o>n-...H1iuon lro b) 
'"''''"'·do puodiJ'rll :o -1'1'1', 'IUl.c 111 lkl"&:lllll (rnm 1hc lldj:lnn 

!><IICIIIIII<'IIt htr J IIUI<hol..C Pll<< ,,, Dllf'III~IIIUIICI) Sl ~ hiiiOIIII 

·\mcrucdo '"'"'tcJ appru~un;~.tel) 'i1!65 nuiHo•nlor tl\ .1~'* wn 

'<>r1ouno ,h.tn• rcpr<'>ellllllj: appm\lmotcl) 17 ~·~ ot llelg;;<"nm 

ln\r,ltnj: •l'-l t\ tllr' 111 J lf-Hl .ah.o uu. luJell dddtlJuu.J I tit\ r'tl1lflth 

m ...c"·unl) 'c'' n,c, ••'""'' 
( Jf'lloiJ C'\flCihhiU(("'\ lfKI~.1~J Ill .tlf lhrn· \('JI\ ,, k" f'IIIU.tflf~ 

IU IUi,.I{"..S~tJ \ptllJIII~ .11 I he J,m.llhll(.' ~ 'll lliUUIIIlolllltll'\ ,UthtJ·..ttal'\ 

Ill fllC'Cl llh, n:ot\.t•f..l t.lc:mand hu d.al,l c.ll\htlll c. oilllll)! .111J pll\ .liC" 

lone '""I'"' •nJ lu """I''> "''lh tq:ul.ll'"' '"4'lllrotk'lll• C'•J"'·'' 
'\~otJIO ... t~J'Wt U\\.ft" .. \Cd .JUt" h• C.Uf1ti1Hit'c.J C'flh11Ut..C.'1t.C"III o!lld c.'"\p.Hl 

'"'" uf the c.dlul.at nci~Att ri-. 
\\'c.· ~~~("\t. Ch.ll fii\('\(Oit"Ut Ill the ll.ii(C.' 1.HUIJ11UIIIullhlll\ 

\C}!UKnt "111 IM.·Ih'~tr the tntu-.lul-111111 pf rw"' p1 tdui.l' .mU ~·· 
\ I I,!('\, CllfaJJl-\(' •·UI fC'\fl'Hl\1 \ t'H!'" hi \•\Cf lth,.U.',\'\IIlf '''1Upt'ltll\\' 

.:hJIICn):C• dlld IO<.rcao,c the upo:r~lln~ dhllcn,' Jll<i I"•>Jut.lllll\ 
uf uur l)(t~Prl. \\'r ouc liC'plu\10)"' \.apll.-J ho~'('d un "u'tomcr 

tJcm.uKh ~o•ur hu"'tlt\''' pl.m' LU\d rq;ul jttot\ "ommllll \\"llh 

\\ c pl.o.c ,, ho~h pnotrll) un ,,.,hnolu)nr• Uo~l \II II crut>k u• '" 

J'lfU\UJc \11\hlfttc-r\ 'Atlh IK"\4 (lfl trdth.h ~nJ '("f\i\('\ 

\~ I 

"' 

"'' 

Eornong1 0ru .... lr 
uut'tlll .. •n' l•d ....,. • ., ..... wu" ILI.IIttl 

\n.,:fllt:\h ~ , . .,1\!rtr~ olunton.J II 4'• tf'. I ,.,. l•• \:to I loti! .. .-, 

Jl~ .. u~r\ I"Tol·~ 'I tit• ~t .. t;tw H'•t •·I.~O!oolt-·1.. •hf•l t'.,n1nr• "'' '"" lh 

(.',, .. tiU\\' t WU\1 tl' "'' I''· \4 11\IIU' I UI .Ukllli= .Ji.U\IIu.·, 

10 JCJ9X 11\dutlt•d h'lilllh,'C' uf \! 4i htllhHI ul (Uilf IC'Iflt d1•h1 otn~ol 

S:l~.-; nuiiH!n ••I prd«."HC\J '"'l ~\ ,, ~hnlh ""''lt>'c.l ul'huh.ar 

(H'tlllJIIh au hn.JI..._.C 1'\H nhc·,tnH"nl 111 h·J,· U..t.IIIHJII.. lu J.u111.U\ 

I'NX. "t' '"tlt'tJ \J 7\ h,llum ul lnu,._. 1~1111 ,khl 111 11, ,. '''p.u .. h.~ 

truni.hc.•, thtuu):h ••UI llft.u~ 11l)! ,yh,u.lt..ar~. ·\m,·tttt"dl ( .. p11.1l 

hmdotljll \l 1"1 In .ukhlu•n "'r "'"<'11 \7<'1 nnllu11• "' lurt>Jull" 
OHIC' 111 l ·chnhU) J•~JX due· 111 .. 'flO\ \ lion ~t· nu \lc:hl t.k~o h.·.,,nl 

h) \-117 nullh•n r~nm.uah 1dh· 1u1~ th, .. o~pplt, aiH•n ''' I'''' ... ,.,I~ 
It urn uur '~lr ~tf f( '' 'hoar.;.·, In I)\:, c.·tut":' liNk ""-' ,.,.-,tn.·,u,·..! 
.illJlUI\flt\,lh.'l} \I 4 htllltt11 ul htnf l t'fTU ~okht l\' ·ll<(l h) lltlf t.tml 

(Inc.• \''tnlfi1Ufllt...I111U1\ \Ub\hlHUlt'\ 111 IJitnfll\. ~f iL tU)t.111 ( lhh• 

and " '~"0"1n lu t.dt" ..K.h..tl'll.a.,:C' nf t .• f\ttra~hlc IH.:Ult~l , .. ,N.htu•n· 

We luu,j J dK""'C.' •cJro•ptaun"" U\111): ' hon '\'rtll ,lt"hl luHuh.lll~ 

Udt\ Ill\"\ uhu IU' lutk'l \II\ h,lrnd I'··•' mruh .uul \1t" ~ rql\Hl ll,t\oC.'' 

-'" Llt...._u,'<'J ltCiu\\ 

lu 111'17 \o\( o"ucu ~''Uuulloun "' '""!! crrou d~ht lhHtUfh 11m 

hnum.·• nv ,uthu.hnf). pnm.-nl~ tn hmd ,,w ·•uiUt,llutn' ul "4.-.. uru~ 

-'''<h 11"111 H.ullnh .tnd 1-trpuf,l h ... :-..1 unC" ,.1 •~If \tth,•lh ~Hc"d 
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h• lo~L.t..· -''-h .. uJI.Jt.:t,: •tl 'ud1 l!f""'h upponumfl(', b) u•nlanuan~ tu 

tlr..u-...h 1nh• 1u.·"' '-C'f\h.C' lh..al art" log"3) C'\lcn,tttn' ''' uur bu"1 

n•·" ·""' t>~ ... \J'niiHif '"" n!'<'n•...: 10 ~"'"'"..,,. an>UnJ IlK' "''"IJ 
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ru pc•t,hk n.o.("h . .-nocduKl ur :ll.,c,, h' unhun..Jic..S nct"ufl clc: 

llh;rH' .11 ..._o,l · ~ •• ,rtl r.atc' .and tclt·"'unmunu.:.&Ue~n' ""'' II.C\ ..at 

.h-.uunac•l "h.•l•··•lc r•'~' 11JC'c a~rccnK'nl• ~nJ •1•rla.o~blc 

l • .trllh 111.1\ ~~'uh Ill \UIHl"' '-IUIAU"AtahJ f'r'e\\Uh ... UO J,,;al \.CI\i .. C 

ll''""HUl'' ... , .a pnttt•lflt11 our rc.-\cnuc 'htlh. tr111tt h-...al ''-"f'\llt.• 

,11 rL"I.ul I'• h. .... , I•• m.l\\orl. .. h. I.,.,, omJ "hulr.,..elc "''' :"'"' .u lnv.c-r 

,.,, ... , .. rw.J _., ..... mu: ,,.,,J"'lltun prn,,.J,c '<f'\h:c' u''"~ then,,."'" 

lit.'' o~.otf~' IIJ '-'ht~Jc.• 4~f lfl p..lll \\c t,.u\fl(lf: (VC.Jtt.., ~tlh \Crtllh1) 

flh: '"'I'·•"' 111.11 lh""" .m~r ulhC'r dc"cfupmcnh uhuu.a~c.·l~ tn.l~ h.a~<" 

'"' '"" fuluh.• hu,utr''· " 4 '"11' ul HSl('r.llhlll' ttf hnAO\ toal ,.,.,.JHtttU 

't \M 2000 IU ~Ill"" 11t<· '""' 1UUII 1\\UC U•\1\ hei.'IIU'< 

'"·'"' •'""P"'"' '''I''"" '"'"·•Prh~~l">n'· 111<:ludan~ 1111.-.: t"mhl.-.l<ktl 

m "~utrn~nl .uh.t I.AdllltC"\, II'< lv.••...J•)!H rarhc'f th.1.rt luur·J•JU 

tl.tl&- ltt•hl"" h• ~1\"'lotfU•Ih •UI .. •pplha.~hk 'C'olf 1\\ it~ h•'toull , thr ''"ttiiH 

~ntl.tpl'h\..&lhtn' nu~ ,.,.- prupt"th h.t"t'll''' Ilk' ,,.,u :u ao, ,, 

I'"''." ti.II.J.Ih..tt w~.lud, .. , ll poh'llll.ilh \o.Hhlllf tl.11.1 lllt...,...JI~o.ul.t 

llutt' "' m.tuur.u;u .. •, ur ''J"-·t.tltttiLd tli.J.Ittllh.lllllh "' l •• eluh·, 

\\.:- ho~H" C'\l.lhll~thtJ .& ,cnUiAII) tu..an..a,_:,·,J \ttlflll.tll\tAhJ4"4 llllltol 

lnr ht h.knlll~ C'~luoal( anJ AJJu:" \C'.u ~· •• • ""'Ul"' h'"'tuu 111 

,,_.~ I'I'Ht u.yr \r.H ~U JJ c."ffUft \tt\\'1' ttUI l'k;l\4uf._ .aud '"Pt"'H1 

HI)! Ullr.t'llllll\HH(" lttC ttUI pru\t,htll pf ,, ,_.J 'v..aht~J .lthl d.t1ol 

lrh:,ummutrt. .• allurh ......._."'"'""' ,,:llul.u .Ln,J 1'"·•~111)!' "''~to"·''' -.o~hk 

\ .. , 

\holt 

,.,, ' ,.,,, ,.,. ,,,, 

.,._.,_. .. ,.,,."1"" ... on1r.,.. • .., .. 1 

iot f"tChU. "I'filltt t•••n ,.,_,,..,..,,J•o\!IJt.lllhUI'I'U 

tc'1'H".Cnlll I • I" ~ ''"f"' i'll• hi •••t I ~~- ~~o.l I nor U .t~• 

··~ , . 

I\. Wf\lu" .111d ,t",uflt\ '':"h''' \1''' \\llhm th.- ,,,,,.., ... ttlt,, m, 

ll.tll\t" .Jfr UUI -'flil'f.alfu•I,JI .atloJ llfl ,ll~ .tlllllt•Jtii.&IIUh lt.'t. ltrtoh·.'\ 

tilt '~'lrm, .an.J .&ll'f•l•,..all•tfl'll rtk.l tlo-C't .. .-mf".JIIIl~' """"''"''''' .a1H.I 

fl\uhlltlj! '~'lt.'lll' \ll\.lt _., '114."\Ufll~ df..'\.JhU Jlhf h\'..&1111•" o1 •ol l loltl 

llltf' '~''CUI' In .KkJIIIt.•n CtK" r~••tt.·\ t llh.llkk• .. .a h., IC'~I. ,,, th-..· '" ... , 

,:'U )IJ ,umplt.ath.C" clh~h ••I uur Lt.'\ 'Uflf'll\:t-.. .ua.l Pltk·t ptllklp.al 

hutto Ill('" l'•triUd' .uu.l ,1\ .tpptHfHhll,• lh\ tk\t. lttf'lltt.'HI ttl ft1Uil 

hU\111~'' '\II'J'fUf1 JO'I \UUIIIIU il\ pl.ll" fof \t.•.tt ~tltlill1"11'·' \\luk 

lhh IHIIt.all\t• I'll hCtldd In ""i"-• II'"' ··IIU\,1IIH",J In Hkllllh .111J ~··• 

tHIII/C' tttJf C'll11ft"' fnf flll"tl • t. 1111, oil \ '111\'111' ~1"-ufL d~·u.rnl' 

.111tJ f'llllf.Ju'-h ..11111 ~~·\ I•II,IIW'''I p.IIIH\'1' 

\\ufL "ph•,t.·t'""II'J.' en UK' f••ll••"' mt: '" ... '""""' lit\, .thtt, ""'""'" 

f1K'IU , h'll~,lt.ahatU. IC',UU~ lkph1\llk"f11 ol&itJ llhtU,h•Jifl)' \Jitlfi~JU~h 

Ilk• f'A\." ••I Ilk~"'''"" \,111(''11 JllhtU)" tltU hti,IIH''" UIUI' ollhl Ch~· 

ph..a"('' tolt('tl .Jh" ,,uh.Ju .. h•,j m f'-"·•lkl •" ,,J 1),·'-''tlll~:r \1 I'N""

th,· ll"t'lllltr\ .Jikl..i'"""ll~lll ph"''' h.t\l' tlilTII ',,ht.11111.1lh '''111 

pkrnt, tlw u·m,·.ll.t1h•tt plt.t'4.~ I'~~ nt' .Htll .. • t..~tll1ph'lun• .1111llht. lt."t.ltll)' 

.mJ iJc:opl·•~n·"·ut ph.'"''~~ .th' ""'' utkkr "·'" 

'' ''' fl...."-cmh.:r ~I I'"'" IlK" lfL~ltl(ll\ ••I •tUI IM.'I.t..urL ,km<nh 

t\"'ljUIIInJ!' '''ffi"-..11\C" :M.II\Ih lnt.hk11f1~ ,U,_ . .,I .. lllh.a.Jh .&11••1•t~t.ll t..•~r 

Jk'l\o\tJf~ 'Yoii'I.~K"' ollhl tlfh('f IK."h\,1IL \Utlll,..,tfk"llh 111.11 \ttl ....... thl 

.u Hll\'11\ .. 1 t..ltlhol 1 ho~t.(' 1-.·,·unl.kk ,,.,., _'t l& lt~o~o~.h o'lhlok,tlu\rol 

h.a' 1111u1 u•J~ 11 ' ' ••f I ~~,cmhrr 'I 1'.~"1., tne•u· llwn 'ot~,.,. ••' 

\\C h.a\C' t.k-1\'IIIUI}.('i;IIIII'.IC" fltl\\hHI "lllh,.tl 1~1\t.• '''t'U fl'ltk"&ll.lh""'J 

•""' .. n•.uutll\ ttl otll ••tfr&'" h•l "'1'1'11•••11•"1' h_.,,. •••11•1•ktnl .. ,·f11l1 

,_.ll•tt1 h'"'llllf olU.J t-'(·ll•kph•H'•I h.h. HUll l"'"h~ lu•U \\c- fLoi\C" 

3J 



Management'~ D1~cussion and Anoly~is 

.11"' 111.hk 'Ul"hl.tiHI.II pruj:tC''' 111 ' C.tl ,2(X)(J i(.W,hOt:''\ ptt"f'-ll'oiiUin'\ 

1<11 ""' ICIIIollflllljl IOira,lructUft" I:UnlpOI~IIl\ (IJUtldtog\ :IJl<l ph~ \I• 

,,,I '·'' ohu~'· tnlcm~l '""" ldcf>lk•tlC ')'tern>. and tk\klC>fl I'( \J. 
JIIJ 1hc-c dlun' ~rc .... hc,luiC\.1 tu he COinlplcted m mtJ·I'ffl lm11l 

o ufc~r:oltt>ll !e'ltnj~lur o:erlnm .:nltct•l ') ''""" w1d j>nk:C:~\C' '' 
"hcdukd '" l'>t· , 11mpk1<"d h) I he ••nd ul I he lhtnl quuncr ''' I WI 

Wtlh lh•· tii~J""'~ uf nur •an•"'' '~•tern• remnha~ :md" 
'"h'ltllllt;tl pc>n11111 ul thll"-' ~lrr~~ tC:\ICU und r.J.rpl<l)C\.1 b.ac~ 1111<> 

prti<IUI I tun. 1\ c helrnr \\C .uc 1\CII 1)11\IIUmcJ I• I n>mplclc: the 

rcntcJ~tlltUu .. .nJ dcplu\ mc:nt nl uur rcmtumn!-! ') 'tc:m,. an) ou.kh 

lu•ll•ll<"•llllf rh•• '"·') he llC'\C'~') .mJ lhe r.lc•<"lufllllCIII uf "'" 

C''J"C'I\\.('\ 11\.J\ \.lr) ,U\J I' lkti UC\C"".Uih lltJh .• dl\\" ul H'.Jthn,·" 

cllnn, or J'fUiZrt··" Itt JJtc \\ (* Jnlh .. 1p..11t: th..al .a ftt)ruun ••l !._)(JI Yt>au 

11UI t"\I'ICII...:' \'I IIIIo~ he llldl'llt<'lll.tl """ hul r•lh.-r 111111<'111~ 

tn\UF 4t"r1Jin (JrllJIIIllJlfll\~llk'Ot \. "'' Ut~Jtm~ .t.f'f"fO\IIllJh;f~ 

~'llnllllounrlu '"PI'"" lho• IIIIIJt'\1 \udl '"llll.tl """ rSI2 11111lt"" 
._t, ,,J l""'"cuthc.-r '\J, I'I'JXt .tn· ~·•ur llh.unt•d 'uuuC"r th.m uu~t 

n.all) fll.a.ntK"d llut fnr the Ol-tt\1 p.au \4nuld h.t'<" t'CC"n n''-luun.l•n 

hu,u1c" 4tUI1111p.·ru.') anlll'c.mtmull~ plurh 1n u.d\UO\.C" nf the Yc:.ar t '"•i 
!tKKI rrotn\lluut lfn\\c:•rr. uur al11hl) 10 mectlhat go11l rem~'"' 

,Jq•cndcnl uruu ,, '.met) "' 1.~< tn" rlll.ludmt,t the lrmcl) j'\m\1'11>11 , :-" 

ol ""'"".u> llP!!•·•dc, .tnd """hli•allom h) <'UI •uppltcn llllJ 
~o:m11ra"·tnh In '''me lfl~law.:c' up~rut.J.e, ur mtx.hlu.:uuun'\ UR 

nut <'\l"<'d<"J h• he "'~•lahlc unlol nltd· or late·IY'.I'I 

\\c h,,.,. "'u~hl Year 2lMl0 rc..JIA<"-' mfumuuon fmm '"""u' 

lhord P·'"' '"I'J'hl't' ••n "hum ''<' lkpcnd lt•r \."Crliltn pmd~Kh 

Ill l'"C:IIII.II ,,·r\ IU"' f'U\. 1 ol'\ dC\. ln\. Ullllllf:'\ lnl('~.\t h.unlft' 
""Jlra.·r,. t:h.. •· hut "'C' hJ.\ c nu method ol C'n,unn~ tlut lhc).( 

'lll'l'hrt\ "oil '""'en I he or •nl!<al ')'tern• and J"<lCe'IC1 111 o1 

ll!nd~ m.onncr \\'c ~'" dc•dnptng I:IIJ.\IIlc" l'llllllngern:) and .:nn· 

111\UII~ pl•n• I \C<' lft'<.U\\It>O hehm ), UOO ruT l'UOltllUIOJllll "<tr~ 

"11h "'" ~"' 'upplt.·•, u' p.u1 ul ,, •UI'f'ltcr umopltan..r prur:rano 
It I ''-'l"l. IU 11111111111/4" ,,u.il fl\l' 

\' I\ lhr , ,1,( lor tllhcr <'lllllllll.lnll'DIUIII\ \Cf\ lrt'\ )lttlVIUcl'. 

tt~n: e\1\l, ol "'"t•l"' i..ol\.C \4Cn..J.C1U Jl'h'thlhl) Uuu .. ft~llure hl L,:\)f 

,..,., .t YL·ar !OtiMJ prn~:ram munc nr mnt't' nf nur mt~\O<m-cnucal 

'"''" "'~ dctll<'llh "' IT "flflhcult<m' u•ulll , ·au-.e u ''llnlft<:lllll 
dl,rupl1t'11 ''' ur lllh.·rrupt:um m '"-'CnJIU ul our nomul bu\UlC\.\ 

t~ u.m, lla-.·J '"' •tUr "'"'"mc:nl' ~nd ""'~ tu date, 14<' hchc•c 
lhJt u11~ 'ud1 m.llcll.tl .Jo,ruflltUII 111 uur upcraltt>ll\ due Ill failul\' 

ol .m Hllrrrt.>l '"1<'111 " unltLd). llu\\C\Ct. due 111 the urn:enwJill) 

onhercnt 111 y, •. u :tKXI'"""' j:cnct•ll) OlnU thmc lhJI ..r~ h.·)nnd 

uur "''1\llul 111 p.1rth ul.u lc.' ~· lht• ftu.al YcM ~(J•J rt"okJUlC~' of uur 

"'PI'Itt'J' , ll'•l1111tc:r' uiiiHu.•, mt~..·n.:unnct..'tm~ 4.'U.rnt"t"\, and JOiflt 

'""ntuh.· .lltt.l tri\ C"Imcnt IIHcrr,h•. there \.411 tw..~ nc.• ~t\\Urtan'"c thai 

111\\, ~o.tf IUOfl' 'U'-'h I.HIUI('' v.ouJll nul h..&\t" oi Ol.ltcnllllm(l..w.l un 

nur h'\UJI, (t! nr\(:r .1lhllh J"IUhJif} or flnundul nmdthPil 

ll1r-n· "''' '"·'' ll\· '"·~u ~()(XJ '""c' en •• :thhnncr prc.·rn•-.c' 
,·'luopm<nl I( 1'1 1. onduo1tnl( Cl'l lhJI "'" h~'" .oiJ l'l mnmtiUilC'd 

.mJ < 1'1 1h.11 '' u-cJ 111 -'IIIIICclllttl "'''"'Ill w·n~<<"' AhhuuP, 

lht.· lo.-lJ .. tomr..·r ~ .. -,h .. 'l..tlh '' rt.''Jkltl\lhk hn CPF. l'U\tumtr" t't~ld 

.tllrthul•· ·• Y,·.•r l!OI d"rur1ouo on Chctc C'l'l tu .1 ntotllurn.llun 

ul PUI IH.'I\ .. ,trL ~·f\ IH" \\c h.a\(' lo.t~Cil ''"P' IU CIKt'lii"Jfo!C' 11lt10) 

~~1 nUt t..ll\hUIH'f' poh.'llfhllt) o1t n'liH urn.JconulC' the 0Cc,:C\~3.f) 

·'''L'""'"'II .md f\.'11tn.Jt.1l .J.t.-11\ lttc.·, h• U\UUJ tJ Yc.ar :!00() prohlc:m 
l"lh lfu;ll t.:\flll)'lll~fll JJiiJ \\IICflll 

\\ ,• •.:uocnQI~ "''llm.IIC' th.nl \4(" \A. Ill m'" ur cJ.flCU\C' H' uppu•\1 

Ul.lh.'h \~\0 ltUIItttll tl111111~lt ~fXtJ llll.t)ftJICl"IIUil \4Ith uur UUtld 

l'·•lnl \,•,u ~.,MI ell nth PI \<lllch UJ'J'III\IOWICI) S.lflll mtlllllll h.<J 

l~t:cn llt<tllte<l thmufh t>.:,cmher ~I, 1'1911 Th< unun•• ul uur 

.... 
.. .. -

,.,..'"" 1,. w-r~ ... 11'111• ..,., I• 

~~~· ...... h • hc.al n14111~, '"' , .... ,..,. ,,, ... ' ' '" ' ,J,,.,t•"' •1 ,, ' ... , ... " 
, .. ,. ... ""' .. ' "'"f"'l' .... ,,,.,r.u .. , .... , ''" ~ .... ,. 

We"·'"' ''~ml!,~nlmrnmll~ ""'''Crt'K'rth ml .• t)!<' ldr .. uumu 
nh.IIIIUn\ ptu\ hlrr' Ill lki,:Jum. n .. ·mn.o ~ .uul , lun_.: .. u' I ··~ h ,,, 

lfl.tt\C' ltllllfl.lOic.·, hJ.' pLtn' 10 p1.J ,. JOJ oh.h\IIIC' un,Jcor '"'·''Itt 
~f\.•" 'e..lf ~UOtl '"•JC:' .Aih.l \\c .tH; ttlkflnt: ,a,h h.C ltl llH'' 

Crflln\ J' pr.l\.lh.UI l.J.a~ tHI HtlonlhaiiOit fl•t._trll•J (p U\, tile l.'\h 

mated (lfu~uhun.ttC' ,h.u\" 111 ahc:'<" ~o:urnl'.lll1t'' '"·" .:uu1 ,.,n,t"r 

\IOU'-''"'' 1h .. d "Ill l1tt\~ lhrtl\l~h ht 1t4.U c.·.urun._:~ '' th•t t"\J'lC'dC'\.1 

hi he IIUI1Crt.al \' '' lhc.• \ol'-C:" fuf Hhlll\ ,t~mp.1111l' tt\lt,hlt• ttk• 

\ 1nei\"'J \lli~C"' v..,· tw1rt'H:' th .. tt lh<' ''-'•H 'IIUU r..-.,dua,.,, dl .. ft' tlf 

Ul<''l" \'.J1J1~t\ hu' lh\l rH'u)lU .• ,'<"tl .,)\ f.ll .. , ttUt ••V.II a~n~l \4(" c."\('C'd 

t.h~l the Year .:ucu fi:'..Jl.hllC'"- ""0HT'I0fl .wJ tt·,tm,: ok.ll\ltiC.'' .II 

\.Hmr llf lftt•\.4.• t. tH11p.11t1('' \1. Il l t ltlltlflllt'" HI Ill 1.114* 1 1 1'i4~ 

J\\ p.tlt ul UtU 't'.ll 11l.f IIHII.th\l' \\r' oil\' l'\ tlli.IIIIIJ.' ""-t"ll.llht\ 

lh .. utn.t~ ''t.Ut "'.a h·,ult nf tllC' u·ntur) ,h.m.,-"' .llal,,rf 10 the 

pn-.r" uJ tk\l•htJIIIlJ.! t.HtUIH):t.'lk) ,UhJ llU,I11t."" \.tHHIIIUII\ pi.Jih 

UU)ure\f IUf )t'.U ~CW~) ICI.IIC'd t)\_ .. UftC'rtU•, ( IIIIIIII,_:C"u, \ p1.111111H)' 

lit nt.unt.un .m,l u·,hlfc "C'f\llC 111 th< t.'\rnt nl II.JIUJ •• I ,Jl,..a,fC't' 

JlU"'Ct to~.llurC'' .u11J ·••tl'-'.11t.' rcLttcJ JI&Hhkm' h.1' ht-c•• J'-'11 ~·I uu, 

'tant!.anf OJ"C'fdllllil f"l IIIJlU) )'t' 1r' tltld "'' .Hl~ \\PI~I11j,.' Ill !..-H•t.l).'t' 

thl'~ C \(lC'fiCikC lit lh(' t.k\ dHJ'IIk.11t uf io.tmllfl~C'IK ~ .tud "'tlllllftllll\ 

plan• l~llt>!C\.1 111 n....-t ) r~r ~CUI crl~tt"d dullrnj/<'' I ht' "'''~ •· 

bean!( (')('tfunnC"U th1uu)'h "'-·uu.dh m.•n.at:t•d '''rllf'"'"~\o\~ok lr.att1' 

ttf~'UI'II-Cd h~ \.fllhdlft.a-dU\"'1"- flllh.tiHII" lllhlmhH)' tlftlrflll)' lllt"l 

•uuunt, uumh.·r~..ua, ,- helhnr ..tlhl '"''~ ·r • 1 h" , •trltln~C'Ih, .... u.l 

hlhiiK'" llllllti\UII\ pl.111' .UC t•\f'C'l<d h• ..a.'"C'"- th(' p. •tc.•ltl!.ll lnt 

hu'IHC''' 'lt""narthtn 111 \ .tnuu' ~"·n.anu' .. nd It• Jlf · t\ td1· IPr ~r~ 

••pcr..-ttun.al h..M.~ up t('""''"'~ ..t •• d rr.·,htUitrun .tltt·•uo~IIH'' 



IIH: J'""'''" ml•••m.tHI•n '' h ..... ,.,l ,m nur ... urrc:nt hc\1 t'"Um.Jtt.'\, 

\\ 1 .. 1, \'d.'r~ Jcrt\l"tl U\IU~t IHitlll'I''U' .1'-'UnllltHU1' ul (UlUrt" t"\t:Ol". 

onduu onj: the ,,, •tl.ot>olll~ •nd luturc ''"" ol ~.rnatn tc:,hnul<>jlK.J 

.onJ ••tlw:r ,~, .. ur,~-. llnr.t J'-1.11~ rno'<lofi.-;olt<lll "''""''.an.! O(ha 

'·"''"'' c;O\cn th ... ·••rnplr\lt\ uf '""..., '"ue• alklprutl>lc: uno.knu 

locJ ro•k•. a.ou...lo,••uh• OU) \olf\ nutcnotll) lrttrn th<~ 11.1111<1(\ollc:J 

""J "'"""'•··I ••~·, .. \p.·.tiJ, t .... tur•lhJIIIltllhtcJu-.c •udt dollcr · 

,.,"c mduJ,· "'""";' e>oh~l•. th~ J\ wlah1lit) .mJ ''"t nf JlC""'"Otl 

11.1111\'UIIlth" otlr;o. the ~thtlll\ II• "'-•iiC .md 1.1IITC\l Jll uflr..tc:J 

\lolllj>UI\'1 .;uck. lh~ 11111111~ •111J \UHC" ul 'CM .2CJUI rcmc:JoaJ 

dhtth ul uur lU\hUncr' .JnJ 'UPflll('(\, oanJ 'I mila/ Ul''k:Cit.t.JOitc'"' 

~. IIIIIC "'"'"'"' On bnUJI~ I IV'-1'1, II nl tl\(o 1:\ lllCIIl~l 
,.,,uutrt(' ,,f ~~·I 11rupt· •n t 'nutn torOlt'\1 th< l · .. ,tnumt ... ~ ;anJ 

\lm>ctoll'~ I ''""" !I \ll 1 •1"1 c•t•l>h•hcJ f1~C\! <tJfi\Ct\11111 r~lc• 

hctv.ccnlh~u '"'CICij!n ~ourrcn.:1c• uod tht- future l.urupc;an cur· 

f\'11\ \ Ul\11 fht' CUI II Til<' pJI11<1pJIIO$ <.'HUIItnC\ 8l(tCCJ JU llllorl 
the''"'" J• 1h~11 """"'"" lc,l!•l .:urrcn.:) un th.u dllte 11lC' •'-"<I· 

''11(11 "kt=·"' ... uncnuc ull'>c-< ''<lUllln~ \Ioiii cHntlnu.- 111 uft'U • 

l.aiH>n "nhon 11>< 1<-jle•ll\c ,.,,,ontnc' unul allc:&•l Janu;ary 1 . 10tl~. 

l>utiHJI I.IICIIIwn Jul) 1.11XJ~ At lht'llmc or final CUI\\Cntl>n, 

IIC\\ CtiTCHicO<IIlllll.liCJ hall• a/IJ Win\ \\ iJI be ~d ClcJU•i\d~ 

Our lotcmafllllul hu\lnc" •cJ,:mcnt .-111\f\l' nf to<\Cral •i1n1fi· 

'""' !11111\>nt~ '"''''lmcm' on Lurupc. an.:lud>nll BciJIKom 1n 

llcl~1um. Tck I>Jom.u~ "' D..-omoll'l..nJ MATAV mllunaal) 

Olthc'C. unl~ llcll(oum '' •nwnJ; lhc .:ounl.11c~ lhllt "'lllc<•n•cn 

In the cum Tck l>anmarl , IM>\\C\Cf, hti <>pUiltn~ affthalh tn 

-.·•crJI pJno.:>paun•• n•un111c• MaruaJ;cmcnl all~ nllllJ~mc~o 

llllhl ~d'"'"' "'\Cio.tl t<rro,Ut"'\ lt"lo~.tr..J lu 1hc ~Of\\('r\HK\. 11\(.:ludm~ 

nh.rt.".a'-CU pn:.:~..· u.m,r.uc.-lh.~. the t.J\ trcatnlCnl ul ,,-,m,cr,u-.n 1•111 

,tr h'"· (h,tn}!l'' h• ttu,.,~,, f'H'-<"''<' =u'k.l mc.ld·(tc..·.uulll of 1nfot · 

m.atoun ') ''em• "' pru .. c" cu1n ~n<'lllatulcJ tran\Jk.tlon• dunnJ 

the tr.rn\lthtn pen"! 

\1un~j:<'lll<'nt Jl ""' I ""'I'''"" alflhJt<• h" mluln>ed u• thai 

dlor1' 1u u1n' l"n c..ornputrf ') 'tcll1" Qnt.l bu\lllC\' (lftt('~\\.C\ WT 

,.,.11 ur1d<1 ""~ a11tl •I<' .... twJulcd Ill~ unnplctc 11> lhc tame thr 

"ttU\t."f"lnn t.slc' pl .. h.\" BJ......-d ''" an(onn;:uum n.·pon~d ru u,_ thC' 

~,.· .. cuno~tc~l prupu0111n.Jit" 'h.llt' Hf ('UrU·· rc:Jillc\J \.U\(\ lh.ll l'lll nf.l\4 

rtmtUJ.'h h• •J.f.lf ,•,nnw~' '"' '"'tC C''f'Cdt"J h• ~ m~tC"uo~l 

t :tH I I' Ill HINIII,, IIIII. 'I I tf I t'TI4TJH" ()ur lurCijlll 

upcr • .lfttHh .JIIJ lll\C\111\CHh Ill llliCnla.Uun.aJ \ICOtUft"\ iU~ \UhJCll 

tu \ CltJIII n'~' rrfui~J II• lhldU:IIIUII 111 fufCIJIO \UITC'O.:> C\dt.IIIJ!C 

1.11\'' I'" the lhlr<' >•·~·- cnu.-t.l()e,cmhco 'I . 1'1'/k , Ju.- '" n~1U · 

.1111111' HI I he l \ dt•ll"r, V.C' rn·u,~;n11ed W.HI)t' furc1~n cu:hanfc: 

u~m .. adiPII !=Jill"' anJ lc~v .. and" urrrnc~ tr.1n"la11on :aJJu,cmcnt' 

IC')•tcJ htlh<-.c 10\C\I!Tl('OI\ l•tlfCI}!O C\llunj!C 11311\ll/.:ltllfl JiUO\ 

dnJ '"'"'' Ill< UtTcJ I>~ \4 hull~ 11"-OCJ \UI>•iJUltiC\ .. IJC\ lcJ C>p<'IJI 

111~ 10\Uitk' I IJII•Jdtun j:dtll• umll"'-.c' 11~ •mcllll) uthcr tnlrtn• 

uunut \t..'II1Ufl''lPflflhlfll) Cll\111) flh.'lhud IU\r\IUt('fll'\) .affc.,.tt·ll 

other Ul~o.urn~ . n·•1 lr.m,lolllltn .tdju,trncnh fc,uhc~t 10 .a t..h.an,:c 

Ill the 111\C\III>CIII h.tlolii•C d00. l.lltlnp<ll'ldan~ 1.tlai1J1C' 10 84\.'UinU 

l.at~.·,t ,,thc'r t.••rnprr:IK"Il'-'"" UH.ornc "'" 1hr ~o••n"ulu.l.tlcJ ~alanu· 

'hct'l Yt hth.~ lulurr fllh lll.llh ~~~' 111 t. \HH'Ik.' ,. ' " h.1llj.",. t.llf' "uuhJ 

IIIIJ),.I\1 f\"'UII'\ ••I ''lif."l.tlh•tl\. ,,, tiiiJ''"'"d J""lh••fl ...,,. '''1'-'' 1 

htfC'Ij:U 111\~o''tm .. ·ut ... 11, ,,lf11111lH" "' P"''""' ~otr•lll~ lm.••h •.al ""'"II"" 

~tuJ C'.tUHO~\ ):h•'Ath 

f)J,( 11"'1 lit' '""' I \1\111.1 I Ill\!. "" .. rc C\l""<'\llu IIW~rl 

fl\~ pnttuflh trnm ~oh.lOF'C' 111 llll('rc"'t ,.,,~, .. u,f htt' •••n lUff C'Ik' 

C"\\.h.lii.'C r.JIC'IIIt. lu m.tfl..l):(' •tt.ll C\f""•UrC' In lhC""C" tJu~oCU•IHJfl\ 

V.(" i'-1. 4l"IU!I,tiJ\ ("111("1 11111' \ .U It~' hni)!HI).' 1J ~U,, I. til •U'Io th.11 h.l\ t' 

I'C'C'U .wthontnl .h ... or,Jtu~· to ... 1." Ullh'IHrd 1"''1" H ..... 1thl pr••...t· 

JUfC\. \\'c J-• U•'llo-< 11(-rt,.lll''"' htl II,UIIIIJ.! 1'"'1""''' t•• )'\"11\,'l.lh' 

lnc.,IIIIH" tlf hi C'tl).'JfC II' 'i""'l.UI.tl!\(' _., tl\ II\ • .&Ull \.\C llt·~n U\f 

IC\C'IJf'-'d Jell\ .lit\,.., 

I he' OIIIIII'Unl' ,t .. •\411 tll"ltl'-' l\'l'fl~"l"nl olfl C"'IIIIL.11r"\l f"'ltrniiJf 

h""' lh.at \1\c ~o•tUIJ tfl'lour I•• Kli .a..J,, .. ,"" .... luu •• ,., m ,·nlk"'t anlC'I,~,a 

rO&tC"" "' hrrcr):n C"\~o.h.ant=c r.atC"" h.;t,\4;,1 Ul"'•nttk" '"'IUt.· .al tl'\~ t"\11 

m.altun tl"h'-Jd nk.~ \JIUC' Jl 11\l. tttudd u ...... , hl\lllrt\. ... d luH'I~H 

rtt.d\Jil~( r.th."'\ .an,lw&~o·n·'l r·~•''"' h, t.'\llltt.uc th~ '11l~•ltlll\ .tml 

t.nrtl"'oaltltllttf tht"\4.' '"'r' lit luruu.: 1"-"'u.._h II r'llfll.lh'' ,, 1•11, 111 

tau uwrL.rl \,aluc u•,lflJo" ltk , .. n.uh.~o·•'"u ~t..au. 11~< ''~ll,lho:~lnau.ld 

IOjt tCdltll\jUC 11lC' O><rJcl :oJ<frC'•'<\ IIUIIIC'rt"l' lll~flC'I ll•l np• 

tUIC\, h<JI>J'l"lfi,•IJ) ('ld..J.>• l"<JUII~ tncth<rJ ln\C\ItflCOI\ "'fatdl 

•n uur "a"t" ate 'l)mllu •. t~nl the- liltr \~IUt' lunc·, "t._•"'n 111 lht 

t•hlc hcl v. ;>I< lc•r • <>fk'·d.a\ un..- pc-mrJ "''" • '""hlk'lkC' lc•cl 

ut •t4if' hta:ml~snJ.' u~H t.k·~trt• ul "untu.ktt..r th.11 .kluut •ttw-,t..a\ 

ln'\.C'' 'Att4.dd nut c,, cc,J ,,h, h "'1111\..tlcd I"'"""' lfl r.h t1 t. .. \oC h,,,,.J 

lin lht f111l<kll \11,·h <'•llfllaf(<) fai\'IC\ h.J\( 1111 IIIIJI.ttl 111111111 IC,Uit\ 

ut Uf'Ct .1liHO" ,,, fan.an~;a;al t.utw.huun 

~1\l ,·~IC'fiHI\ 

lntcrc'l r•le• 
hue'¥" C\dl.mgc.• 

\ ,,, 

fltt> \.aiU<" Jl II\~ 1111-.kl ,.a\.,IIIUl .. , lh,tl .JJlllhi\C'"IIlCIIh til Ilk'"" l,th•, 

"'Ill t--r- aJ'r'"-" .mJ Jt'\tC_t:".auh IlK' J'-~"•tt•ltl\ ftJ..JI tllll'h"'lr.&ft"' .md 

lufCI):O HUrrOt. \ C\dWrt.(' f.&IC'"" ~o•"'JJLJ liM I\, .. Ill ti<Uf f • .nut \dU..tl 

C'\f"''IU"'fk,: ~~' 'tlo'l\411 lh.al ~.1111' .11~1 f•t'lo'lo("'\ h"thl h i ulh,·l f.',l\.fl 

oth('l 11\\'f Hmt.· ollhl \4,. b,·lt,· .. til' tmhld' lh.tl v.,• , •• uM '''i"'' 
rBH" In•,\{'' '""h ··" tht.·,~· .,,, •• till ~-\h'"""''' f ll4~tlut lt104 lh,·"· 

lUUUUfllll 'huuJd nut he HH1\Idcii..·J J'Ct•JC'\111•0' ••f hJtUil" f,,,,, .... 
\111\C" .\4.tu.al rt·,uJI, n&ol~ dtlh·t "l~ll lfh..Jfllh ~~.kpo'lhlHlf IIJk•U ...... ,, 

11) Ill Ill<' ~ltol,.) ton~n..••lln.uL,·i• 

lht 1-.u '-'ILK" o~t n'~ llkh'~'"'·'l trl ftl'l)\ llu• J•ttnl.alth h•.t nrt 

lfh.U"ti\.C' til fltct.l t..atc-lJchl •'~J tH .mIll' ,,~.to..c' Ill II~ \11l.1lll1t\ •• I 

lf11CI\.''l t..at""" llttt\ll~ ft",UIIIU)!' hum m.u~~o.·t .s,ll\11\ IU lh< thud 

-..~1 hMtt11~ 'fU.Irt(""t'\ ut 1*1"11\ \\c '''uc,J \~ ~ htlhun ••I h\C",I r..atc 

rkl>tlft th( ltl\1 ljliJI1Cf ul 1'1'1~ I'""''I'Jih htlU!hl>~ll 111\i'oiiiK'Iil 

m lrlr U.mm.ul. • .and 11t l)t.•l\'1111\t.·t I'I"J"'- "'' 1.-~kt llK•I '\I \ htll11111 

••I f"cd ro~tl" J<"hc 1\,Ur~l h\ tnut ut ••ut l.uhlhu,· .. ••lll''tutll~o~iti"U"' 

"uh-.nJuuu-. \.aluc ""' ""'~ td~ot\nl••• 1ut~o·,~·u ,.,, h.m•·•· h,,, 1u11 

\.h.&n~•C",) "'•'tlth~o..antl~ \.IUU" l>n\'IHI .. , \( 1'1'1 1 hul.t'\ ptr lilll\h 



'lll,h., :'-'l'''h "~llttrun I•• :t"~U.'UJ'' '"'' ~'tl• 1 "~3(J.ll ••I hi lll.lJ~ 

,.1J!'"P ,tiH l.lll'" ,.,,.,r It'll I "•' '~llf'l"~tlllllJI ' I•' ""'·''"' I '·'U.JJ •'1 \IU.>tU 

·'lrl"" 'u','"''l pll'\\jllf .~.''II .ilrpc.Jn Jot·""'""·'·' ttl thlllt";fi~Qn uu ,.l\r~ 

'\\ J•l.'ll.''l ·'l''l' .'ti l I''.,,. \11H\ J(qr'IIJttdt• ,11r ll''ll" ''1U>tll.lWI' 

•• ,,,.,,,tiJ p11'\\h1f ,h.Hfl Uti ·''U'rlf ! ;\T\f'IIU .\11'll l lt•U PIIHIII' ..... \ 

lll'f\l..ll '"I• IU .H.llf'tl )\ I·' (HW ''''II'UV IHJI' 

u.ll'\<ofP\.1( 1' tu :•u;.,,i,·uq\ ''llllh''l;fn<Htf' '·'""f\1 \lltiUt'\ 1r f\tHlHI 

'IJt' 'IU~II.tll'l' itn -,•••1 ptr\\.;t•, ·".)4.1. <ro.)U."tll.l\1'1' :ful ,t"tf • J'J~~tf 

\lllll.'l'' til 1"'~1f'IL'I)tJI ,.)JI' \lh\1\.\Jilh.:t Jr(l\ltl'l. I'UI' •. rtJ.liUI,. rur 

1'\Jtf••kJ,. .llt'llltl"-' .tJt"th"1trrr .. ."->'·,.l.l4 ... ' l',"'llh:-.. "J'-"'" ·"U 

,,tt:ioll••lllf~ ... 'IJ If 'U\. Jtl IU.MU\tl{t.J.>p kt Jlf,llthf••f.'l\.,)f'l Ua 

, \ rl.;tt' I•' I"·'IP trfltl.'t'"' ~'tll(1tff' '-'';(''1''04'•'1 "1\.ltl llll"'t'JnJt .l\tl 

put• '"n''' 
lhH\.I.l\tt•P ''tt.11111" ••ltt.l ptll' ,.,...,urtltltlh'" oul~ II'."~\.''' pr·J111t 

I''IIU.'I•~I ·''U "' 11·'1\' ,,. '\ltpqri'U' \.~rt~"Htotu "' p· '''11"'1 '"'""' 
,,,_, 4'1(lll\'lo.t~ ( .illlpltj \UI '\llttlll' t ,'allt• !l'liiH)rHJ,"'JU I Ill JII,"'J,'Uftll ,,\IJ 

.nut'tldllh•" 

'"'"Jiu' ou1: H'.lt,. u1 1'-'~'"1·'• ,,.,,"' jH prt.IUit l''ltttlh"l :.tfJ 

'"' 'IH" •. ,:ft.ltn p.'ttt,,ro" l ,. .. , 1nuonruuun,uP' "'I' ,,, ~autrf.'J 

~o.uotlt' UJ'I""Ih ' ' t.'~llll' h' 'J<~Jrltt;f.u fi'JJU.'k"l pur ~ I" ;fUIHJII ."~tU 

P1Jrtu .uurt''l' :fu"l 

\ 1\ fJJllll .. lllt••Jut ,,.u:, tfll ~ P·'l'"' " .... 'r 'l'•''l'tlr t•• :tutUitl "'It 

"\\\='1\JJ lf'l"'tpnl r.)ttpJ \m·r·• 
.>Uh"'IH•• -''fl "r II"" "r 'uun'rl"'uOI ... ,r,, ut ''"''' \k•ll'ln~ ... , 

:futpu .. ltt.ltttu• '·''H'"l"'' \1 ·'l'lr' pw• '·"'''·" 'l'tu'·" '''"''' 
~"-'lllnUIIlht'\JfJI ,lt~l 1 '~t'llllll 11'1(1 ,IIJ,l1tHh~l·"·'l' \tttlf'Jrtlf.-..J Jl'l.>t'.ll 

'l..l.,u'1u ,,,.,,,,, (unD.h 111 

,iUt'l.fiJ ,,, ... \h\1 '·'liP \ J ·'lq'~" I'H'I' 11"1111!-)' IIUI V JV'Jl'IIUI 

,'l:ftWif'l\,'\ fl'"'f ·'lfl til UIHitt.'ft.f-IIP'I 'I.IIUHt:ft\ Jt, '11)1,1JJ.) ·'lfl 

'II'·"'"''·""' r••r~ttt'l'4'" ·''~"'I .1 't\ q 'Ill" 111 ,,,un•,hu"' '4 ,,1"~1' 

,,.,.... pu•• ""1"111"-'IJ '''I"' '.l'~t .. a.~ pur 'J'nt•~kt Jn,, JttJ l'tlt'ttl.l(l 

·''II 1 ~~·,lfut !riH \\lll111f'U11' l•l.,Jt'lU ~~If' 'UIII'IUll "1.1 U1 ,,l;(llri(' 

-'1'Uf""'111 ~~~t~._'l. 'U.:ti.'IIJif' .,, .. , ..... '110'-tlJllh'" ••• ..l'\r11'." PI"•'' l\'111 ,._,, _ .... , 

·"'II I'' .\Uht\ .. lJ)Ifl'·"'n "II' ·"'till liM II \III'IJ>If'UI l.lf11f1 f'lftt•' 

"'IIO'll •lniOJ "'t 1 ~.'IIJUil'U.'I"'tJn 1ltJr '1'11 lriJU .. ')t"l .. '1\fii\IU 11"1fl 

\t!#d I•' 1"\' uu••Pli •uuar;htt 1 '·'""" .. _,, .Jir '"·I ·"II ''' ~iUiut.lUJ 

•''II t111f1l" 'IU • ..,Ut.lJI'I'Io :ltll ,t"- 'f · f'JI'"-JOj., ·'lllUl,Ut'' \t'UI lh'1.1.'1J 

\llp lfll" Ut~ll'•liHIIft UJ •n U1('..1JU,)\,1h.J UUI11'1111HJIIt >tfiJII .XII''\ 

l"fl' U\ I' 11<1 01\ It H" I. 1\ 1\llll(fll "Uti\ 'MIJ I "UI.nt ll" II\ \/H,I 

""'1'111"1'1. '\'\.'1\1 

.. '1\.tllti)UPftHIII 11'" ,l't\ u.-•11" p.lHIUU.'II,\1' ·'" .ht'l( kUI 'th\1111\lh"" 

1''''"~'~"1'" '"PIIt';."h' ,,. ''1"""--"J m''"" \' 1 \\II" lhUkl••rr 
Jl'lltllt •''II Jil '1'1'\hllt •''111''1J1liii"Uh ).'I\~~~~ ,l\1'1( ·'\\ '·'111r' :fau\1 

l.lf'UII t.>tJI4' Itt '·'11'1 S\,"U:tiUI .,.,, 'tt.'UJU" U~l h•l ••I I"·""·'' llll \\ 
''h'IIIJ'U ,, •··' 111'111 tit ,J:furq" ·''''pur .l;tr;i•l·"~ ·'" tl'~'1"' us \li \11'1' 

9l 

;J\111~\~Jlf' IU >1"1Jttl:ft·u• put• lJ1\1t'U .lqllltt :fut)'tL'kl 'I' ' "'''II''"' 

rri:"'It'U~I J(\ \Unttrl:.:fo I~• 'II"'·" 11\11 "" P1'\Juu JI'IJ.llf'lll 1' ·"''"llltiiJ 

\rut ,ht (rUt tU,)tiiJJrJ\ 'llfl Jll UtUttfttJ~\" ·'lf'lhf11Jt)c.Jr <ro.t~ • ,..,IIIII "Ill 

.l\1'-U-"PJthliH.l i.)tfiU JU ,)tiiU,'\.UI l~U J.'llUI..t Ul l(JPtHJJ :ttHIIIIlH"'I' 

ut ..:t~urtp t~ I'' I.".,IP ~HtJrlnltJO.'l r. 'r f'.:'lfiJtt."·"• -'"1 II'" ·'""' I''' II 
II! IUrk'ltll~ iue \..ur.:+ rur .=mJr \ Jtrf U"·""t~ ,,-..,"~u.'ll.llllr' \II\ 1-'JtJ' 

.:I:>Ut"f1 .. '-l ~, uu PJf'h''"J pur -'"lr.' ltrJ tr r-"'Jfl'\l•,ltlf ·'4 ''1 ·'W "lll.>tlt 

·nii\UI ~'"'""~I' II'' •uo~ttdopr l" :><Uti ·'~II 1\' Jr.>\ 1r'''l ~•11 I" 

:futuut;f.ltj .)!Ill" "'l"~ll.fupr. .>q tll" pur •t>l>fol ·~ 1 ;>llltf IJijt' ;!uou 

ttt:!.ltj \JI!J\ II!·''U I" 'uurnh lr"'l 11r Jttj ·'"1'~11·' '' 11 1 \\ 1 
UIUJ,ll'!\Ul'J\ Jll I 'II'Hillt.l .fUI '''·'f''"' ·''II pI 

,)JOJMJ :l41 U•l :fUtpU~.bp ';llllll"tl1 .J \I'U.llf·lhhUot' Jtl lll,lllt.UIII~t'\ 

.llrn~d~ r• ,p Jn \,_UttUI'.J lll J~ll:t ''->\111"\lJ."'('t -""'~41 IU ·'"I''' 
Jl~l ~~ Ul 'J~ttt'tt' 411¥. p .. li"I."'C~,,. '~"'I Jtt 'lur:'f .Jql ~-'·"II·'J ,,, 

,_,,111U.'I 'lJIIlll.lJ '"lr 11 P>t1' l~lrq ·""It tu• '~''HI'll''ll '" ""•·"''" 
\I' W.)C,{I J'UUl.lJ rur. .lnrr \ 11r1 n• 'IU>WnJI'I.Ut .'k.'~tll ,lflhi"•~UI nt 

(}UXUn.Jl\U~ .l\lte.\U-'f' J'\0 lrtfl ~.1111111.) \.,lJtnh."'J IIJ.llll.'l"l' .\\{( 

' \')'\lt"pUrl\ lfutaW~'''r fl'l.lUrUtJ J.:H.(IU It' J~Utnlll~ '-'I"~~J.-.Jn, H 

J'U1' -'\IUl;URJI'UJ II'PIICUIJ fll -~tlJr,\ Jtr.-J IO<><jr ,.lln"'l '''<I
LUI '>\·I pur. ,;U<IIIrl'llt'll \"U;l.UO.) u;lt.>tll.l .. ·:\ '\'·1 

'f1U.lt.U~ 11 ,.~J)U..U TlltlUI\. UU.LJ:».' If' U.HU•"' :"1\111'\IPp ,llfiJ'tW 

\fU;>tURJI\111 l\tln \IJJP Jill .>~urpon:! .lln"'l "'I' pm· ~"""""'"' 
pJIIfii~'I"Url' '·lfl"'*llll;>lll~l"l' "'U .. ' ·11\IPV :iut~l'·'ll pm• 

\IU>IIItiJI\IIJ ) \lin \IJ;ll( l J".l :IUt)IIO<I'JV \\I SV-ll'·'""' I H ... \ I' 

f'J•~•£1 'l'llrJlUrt<; l!UttUntll\V jCDUl'UI.J :>tjl ·~M I ~llrt( Ul Ill \ .I ( 

r.llf'PUI '~ 'l.j'I.U'\ UHtt1•."1 

•!JII'"'" fW~J~ ll'J.~ 11•· ~.u.xh.> ••I .>nuttUn' "ll'·'"nh.ll .>q II'" puo· 
r.l!Jn 'Mit "~ ''""'''" .111• "11\t"' f,)ll'llJWU .. "' I\.UUI t"'·)'\U.)f.h.1 \If I' 'llOl'llf 

·"rtf .>.\\ U•IIW<'I"' I" re.>\ ;J<{l ut um11nu n~Z) "I "'''II'"'IXI:~ 

\<1 ,,ue•r•"''" 'II I" Jill pur •P.liU>IU\' "'I ';)'.u:>th., 1'·'1''1·'' 

·~Jr'l\lft~ .h~'..lJ'JI" 111 J<illl'l\ lkii!JIIf"' I" prJuu )llllrlfl·''·' •u 

'''~pur (lh(11 J· JJill'nh 1"'1>111111 l·llt>JOS JJnrr II'"~\\ Shill 

·~ 1 •·"'W~l;li(J J~lll' llutuuoll.xl ,, .. , \ 1r-="IJ 1011 ~ "''·'IP '' ,f( )\ ·''I I 

11.\.UM~Ut '" fl.l'\U,>IIU J<l III.>Jt' \hll.l Utll...a~\llln rJr[IJ'Uil ~llllttt'tl 

'"II~""' 'J:Ic1• f'l(uJd VQIIIIUijJJd ~~ :lu11nl" r~un•111 'I'" 1 

PJII)•Ih.fl'.\ "'I Ill ''"'·' I\JJ.'IUI 

. ru·~ . p~(ou.l 
·'"'"II'" .llfll'l Jilltl ;(uiJ"'JJ' ,.»(u)dtuJ '''I''"'' II••J\r,J 

''l~tt., ~U11UUII'J:ftthf 

,..,. 4"0' ''..l:"I\J~ ('\lr. 'lt"Ulll!UJ Jtl 'I"" p,'IHJ' Jr.UI>I\,'1 

\f.! l(,')th .,UoUtt'*J...klt•. (l"UJ..lUII Hl•• 

U'l ('.)tlll"l'l'' J.~ pJJcl(;'l \Jfl ~tr.Y\ljH' JJtUlJWO't U) r..llrpJ '''''·"' 

"" "·" I" u'"'""l"ltJr.• ;J<{I '"I J;lU'l'l"tn:l J\III'IU"IJ'"" '·'I''""'' 
.It,... "11.1. .• ·"• 1 II'UJJIUI "'I I"JIIIP.f<lQ ••• rJJ"i·"·XI ~•r "II"\ 

oJtn<hun.) '"'I'" 1 .'ICJII•'I :luuunn.nv. 'I·Hfii,IOSl """""•I I" 

IU;IIUJII'I\ "~""' rv,1 JIVl ·IUntunu~.>v .>11111\1 P·'IJIU~ •• I" 
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< 'hJOj.'<" 111 uthcr <UITrOI a•-rh t!llt I I Itt I II II 

( 'h.111~<" tn "' .. .unt' p.i) .thl< '~" ll'l • I 

< 'h.~nrc 111 <Crt3to othe-r <'UITrol hllhthllc\ 1.'!! 1111 l<h 

( h.illt'<" Ill \'Crl.ltn llllll<.'Urn"lll o&\\Ch .utJ h1hillliC\ 1YW1 U1~ ~I t4X~I 

Ci;Hn un •ulr ul I CNZ ,hutc• ll.~·lll 

(io~tttnn ,,de ul '""l' w Ccmur) Tel<pht•nc l:.n1erpn-c•.IO<. t 17111 

( '""' "" , .. tc ul ,h.ul'• 1 n MAl A V •·"' 
Ci.un un •uk ul lldkurc 1·111 

C •.I ttl <>O .... tc ul ""> Nct..,uf~ Trlr• ""'" ur Nc,. /&~t..nd I\~ I 

Other"~'<"'"''"!=·"'"'"~'·'"'' tl4kl cl \I 1~1 

, .c.·l t.:.l\h lfum upc.•t.JIIUl! o:t("ll\ttiC'' 4.11111 4 .\ Ill 1,741 

c .. ,h n ..... , 1""" ""'"'""~= ""'""''"' 
('~J'tl.tl C:\pcn<.IIIUJC\. OCI I~-''~ "'. I: 1>-l II ~~ . .:..~u. 
Adc.llttuu,ll 1n' l"''li1K"Ilh. H'K. lmJmll UA.:\JUI\tllnn nf 0<""' ,;UtnJhlnle\ I l .!_ttl I I I II /11 ··~~~· 
l'w,<'c<h ltuon \.lk "' TCN/ '""'"' 1.117X 

1'"""'·<.1• 1111111 \ollc 111 a'"''' 10 CrniUr) ldeph<>nc l".lllerprt)ell. lrn: ~~I 

I'''""''" hum r~p•yrncrt l 111 GElS nulc "" l•u .. u<.l• lrurn fC'Ni' •h.lrc: <CflUI<h.t-.c I'·' 

I'""''"""' lturn ••1<" "I ,hare• '" MATAV I Ito 

1'11"-C:C<h ltnrn '·'k ul Bell""~ 1>-l 

1'1<"-<'<".1' hum 'ak "' Sl.) Ncl~<url. ldr\l•tt>n ul ~ ..... /..e.tl.lO<.I ' : 
01hcr """'''"~ ilo.ll\111<"•. ncl tl~t ~I 

~cl ~o-.J'h lrum 10\C\1111~ .tdl\lltc' ,~-~Mil I II\ I tl lilt 

< ... ,h n •• ..,., a ron ftn.11h. tnt= ....._ .. , 111c' 

1IOr1 <h.ltt~c '" •hun 1cnn drhl 11111 t t'l~ I I< I\ 

l"u.tn«· ul Inn~ 1cnn .Jcl'•l !.~INI lo\IJ !1\ 

l{cltiCIIIt'lll ul h·n•• ICml tkl>1 •t.t•nt I 11111 C'l';i 

I )I\ ~tt,·ud JM\ m~'"' II I' I, II '·• ,, tl,l71t 

J<qHifl.llol\t' ,.1 \tlllltiHII1 'h)I.L 1\UII tt.a•'• { I'#~ I 

J..-t-..C:C'4.h lr\lU1 fCI' ·U...lllCe ttf trC&\Uf) \tU,, L -llll HIJ I'll• 

l"IIJt~<;c <~I prdcrrcd \Incl. to •uh•tdt.lltc• ''! :\II 

0111<'1 liiiJIIUIIj! Jdl>allr•. ll<'l ~1 !X " 
1\r& ';\'h lr''tn fm~n" '"f .-.ta\ Hac' ·~''" tl , IIIII t~IX1 

!'-t"l lfh..fC:.A'"~ fdt-d~o.·u'<"ltn c....t'h ~nd ~lflpt.tf'al) ~a~ ln\r•tmenh !I lat. •1.1 14 

( d'h .. n.J I<IIIJ'I'IJ.f) '"'h 10\C\IIIlCIII•. hcjltnlltnl uf )l'at !\II II~ Ill 

( ••h ~1Kllrrflj"l4"•2 •••h 10\C\IIIICOI\. t'nd u( ~Cat ~ IW \ ~ '') ~ 14\ 

It• "''llll•ft.il\tlll' ,,.~_..., ,ur "''' l•"<•r•l rwt ''' lht lut.tH~ot•ltl*IIWM• 
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=--~IIIH m or~lt\IICI"' Amcnte.·h Curp .. r•lum "vnc ul the 

~<nri.J\ lolfj!C'l -''IIIIIIURI~.IIIl>l\\ \CIIITIJ"',IC\ J'lll'ldtllf Q 1'1\le WTa) 

ul h1< .11 rhune. uutu. d1rc~lt•ry .and mh -cf\ "e' 111 mnre than 

11 """'"" u'tumcr' 1 rnmunl) 1n Jlltnm• . tm.lt~n•. Mtdu~an. 
Oh1o Jtt.J W1"nn•tnl 

"•' .,..,,< "''''"dun I~ mtlltnnl-clluiM <.U•to•mcr•. murc 

ho1n I ~ null111h I'"~'"~ .. ·u•lllttlC~ ... J .&J'f'"'"m•tcl) I ~ nulltt>n 

'\C\Unt\ ~1\h.C''- t..U\h.U~n lllC" w:'\.UOI) W"r\h.C"'\ ~\IM''\ t.) t..UO• 

,Ju,lc.J lhr .. u~h<oullhc I 'nlled 'il.ale• and Can.>&l.J We h>~H' .ettul.u 

lfllt"ft''"'" "uNtt} .,, "t"ll .. , mlcrc'" tn uunanunh.~auun, u)f'Op.a · 

IIIC\ "' lklfiUIO, l>cnmul and HUOfo11) . We lll\41 rublt~ l>u\II'IC\\ 

.lll<dllrtc• tn Cicrmu.n) and •llhl-r Fun.pran .cl<mlne• 

'ir< '"'' <h"-""'"" ul rq:ulah>l) tnJIIC:I'\ JO!l<.<>mpctiii\C 

<11\ltnnmclll "' Other Malle" on Mar~u~cttl<'ttl' 1>•-.:u•\lon and 

"""'~'I' •I l<c,ult' ul Opcru11n11• a11.J hnan.-..1 C'umlth,.n 

t M 1><\: 1\ 1 un Jl.t!!<• "' tu .lfl Set' uiM• the tlm·u\\11111 ur uur 

pend11111 ttlt'llltr tn Nnlc lfl un r~l!r ~l 

C'"'""IIHIII" ll~e "'""lltd.att'd f1n.an..tal •l.atemcnl• 1nclulle 

.•II ''' tOUt lllo1Jtltll~ .,,,.llC\1 •Ub'ldianc\ . We h .. ,e cltmin~IC'd all 

-~~mli<anl lnlcr•••mp.tn) u•m•.>.:ll<ltt\ 

II~''' Ill '' • 111 '11'~· \\c h~H· rrcf"'R"l the '''"'"hJ~IC'tl 111~1~1 
\IJirm .. nl' Ill ~'"""·"I"'""" L 'i l(C:IlCfotll~ olt.lCJ'(eJ ''"llUIIIIOF 

f'"""'Pk' I(• \Af>1 w ... h"'" m~.t\' ltrtllln rcda'"ll"lllt>fl\ 10 tile 
I '1'17 .ml1 I 11'11"• t>~l.m,;c, 111 ..:urrc,ptmd lltlhc I WK prc-.c:nlatlun 

l 1\l lit ~.\ll\1\ll .\ Tile prcpo~r~llnn 11f ftnAn"aJ \IMiemcnl• Ill 

\llttll•fnlll\ "Ill• (iAt\P 1<:\IIJII~' lllolll<ljiCIIICill hi IIIII~\' C\llnlnlc\ 

.md ol"utii('III,,U, lh.ll .11IC''- 11ht rcpun1 '•1 lllHUilh ttl R'\.C"l~ and 

hJhtltttc' "' 1111111· .Jo~1c ••I the lino~nnal \l.alcntc:ul' wl<llhc ~ptli1C\.I 

.ot .... unt' 111 fC\CIIUC\ o11J<.I C:lJ'CII>C\ tJunn~ the ICJ'UMtnl! pent>J 

.-\<1Uo1l IC\Uh\ • nuld utlrcr lrtllh lh<hc (\lllll~lc.'\ 

'>hllllt \1 ~"11\tl"l'lll' \\(' h.J\e \l~lnJ tniCIIIUilCHII I'ICI< an..) 

,..u,o~hlc 111o~ten~l .mJ •urphr• •• the'"""' t>l "''"' ur nwlrt ~<llh 

""' ~cnrr.tll• JC'tt·ruuocu un un .a\Ctoi)!C·\11\I h~"' 

l'ttl\11 lA"-' \\c Ilk ollt>lhtlltJo~lcJ fr.Jcoro~ltrk.tiiiiC: In\ return 

AI !111• l'll<l t>l rad1 pt•ruM.I, "" Jl'ICIIIIIIIC dcft'rrrd Ill< "'\CI\ Md 

hillllltlll'\ h.l\t'tl till 1.hltcrcflt:C\ hci~<CC'Il the flllltiii.:IUI \llliCO'lCIII 

h.""' 111 11\\Cll unt.l hoihtllliC\ ~n.J 1hc loi( b~"'' ul lhn\t' ..umc 

oi\..Ch o111d ho~lulllll' '· U\lllj! the I.Utrcnll) cn.o;;tnJ •IJIUitll') ID\ 

'"'"' "" tll<'.s,ur .. • .lclrNcd 111\tllloC' '"' f'JII'II'<'"' the .~nile 
tit lhr 11\'1 lkl<'llc<lln..t•llte 1,1\ .1\\CI nr lto~h1hl) dWIOJiht' )c.'M. 

\\,• .tlllo fClt>~llll<' lklcm:d 111\.tlffiC 1~\C\ tltl Ufldl\ll'll>uiCU !:<lUll~ 

CollliiMj!• lt11111 llltel!lll tnH:•tfOCnl\ ~<hen 1'\' dt1 1'1111 Utntrollhc 

J1\ldc1>t1 lim• t>.td In the l•n11ed ~l.alc• 

I'Ntll't Ml\,1'1 ~" "" t()tll"\11'1 We ho11<' •lulcd prupcn) , 

pl.lltl .lllll<'liUI(IIIIt'lllJ'IIIII,ll'll~ Ul<>fl):lllotJ \Ct"l nl(' J'lll\1\ltlfl ftN 

Jq>t<•l~tlt~l "t> .. \Ct.ljlflll<lf' .. l:, .... \lrollfhl ,,., .. '""'""'"'• "''' 

~n.t •lr~ljlht hilt' n1u•l hie ~""'P mcthtkh "' •kt>r•·, '·'''"'' ,•1'1'1,..·,1 
(t, ll~h\ h.haJI \ .lh;t:ntl(''\ ul 1'1 .. 1111 "llh Ill.,• 'h.Utk h"rl\111.' 

\\'r II'<' ,\ll'loi~C pl•nl Ill r• j!<'ll<'l•ll\ Bill~ Ill~ llt11111ht<..- 111 \II 

\foil\ <lq~t.·ndtnlf I<J~•uthc I) P<' ul '"'"I In f<'IICtul. the 1!1 '•· :<1 

lur H-U.AiflltiiUIIIUIIh,.&IIPO'- .t\.\('1' .md Hllh.t' '-"~l111IHIH.'tll h.n\' 

,h .. ~nc-nc•J ~,Ju~ tu th~ U"l' ul Ui.'"-'"' h·dmul•••••r' 

lu·ncr~ll~. \\hen dt"Jlft'41J~I~.· "'""'"'' .ah' h'lllt,."~l. ttn.-- .uuuun 

·•• ""lu ~, 1, \Utr. h .&'~" .aJc: ... .UT1cJ 111 p•••p .. ·u~. piJnt .. auJ rliUtJ1fl•<"llt 

'"' ~o.h..at•C'\.1 .,, ;at.:\UmuJ.&tC",J ,k(ltn.t.tlh•n Ilk· "'''1 ul tl\.liHUrn.m ..... ~ 

.and rrp.a •t ''~ 01\'-Ch h ,h.a.r):"'l h• t"'\f..,.11'-C 

''""'' uf uur Jtt••J'"r1~ pl.lnt :trMJ t'\llllpmcnt '" l'"~l .. ·d m llfmna' 

lnJi .. riOJ. ''•du,.• .. n f Jhl11..an&.! "'"''',.'"' 

lt\11~111\lt\ I \\II 1'\t-'1\11'" \\t' h.\11" •IJI<'tllrlllf"'l~l\ \J\)1 

tll\('1iolllk'llh ·II \thC '-'hh.h olppru\HII~Ih'\ flloH~t.'l \oiiU~ \\t.~ \Uri 

•11k1 Jlt h1~ltl) ltLjUIII •hull tnm 111\nllll<'ttl\ "lito .111 olllj!lll~l 

11\o\IUfll\ ttl lhU.'<" flHUIIh\ Of le'' Itt l'< '.a,fl ntUI\ .1Jr11 1\ 

f>tNI\\11\1 ~"~""I l"lltl \11'1' W,· ,.._, .• ,IIHl~ll\ <'111<'1' llllto 

'''r'\4.alll t.Uflllollll' .tnJ '~ p .ll!fl"'<"lllc"nh '" lk·tl)''' '"'l"'hun: ... tu "'' 

("tfU t.Urli..'fh.\ C'\t.h.an~c .at\41 ln1Cfr't fe~h' ll''-.' \.\c- 111\IUJ< )!.JIIh 

e&nJ I••'""-' 1111 ftUC1¥n .. uncfkr.\ lur'A;.U tl,ut 'ftKh u,t-.,1 lot lw:tl.tllf 

JlUfJ,. "'1 fK""IIII\nnK" 1t1 the ftc.'nt..,tn "'"''h lhr .,.·.un ,, "''' 

,j,tJIV' \\c •~' uu.l a:·*'"' .!OJ '','""' lh.JI hcJ..-(" 0111 Ill\ C\tlllCU1 tn 

.a lnrctaru \tUllp,ul) "" .1 .. umpmcnl c•1 ...... umul.atr\.1 'd""r n'tllf'tt.' 

hc'n'I'C' trH.:unu• unut 'tx.h 11mc ..._, ~C" u· .. lu~oc.· HOI trH~o·~c.·,t mlt\4.· 

t.umpo~n) Ctum' .uu.t lth'-C' nn Ulh.H''''·'"' '"·'I'",,, llllh'll'''' .. ''' 

"fUll. L,, •I\' Jft,OIIkd o.l\ •• dJU,IIIIt.'llh hi tntc."l\*'1 t.' ,,..._.,.,._. 

W~ U\.4..' dt.•IH "''I\('' tfl .1 flf111h•J \\ .1~ fut thr tt•lluv. 111)' pt 'l111t\C'\ 

lu m.anJt:c." lm.ttk. •ul n\l, 
In ht:tlj!c •••-ct• ~nd tthlt~au""' thJI -.,· •• tr,·.ul\ ho~l,l .111<1 

• tu pu'ird nut \" .. ,,h flu"'' 

\ttt• Jn llttl ,,,,., liffi\Jti\C'' ht ):\"ll~t.JIC' lllt.UIU\ ur \'II).'.J,:r 

IU "J'trt.UI.AitH' 014.11\ tl~ .1rkJ "C fh.'\\'f U'l.' lt.'\t"f.I~C',I 'k""'U\ ~tltH•, 

AU\t.H\1''· t .,,,, \\t.• ,h . .u):•• .hht·n'''"~ '~~''"'"Itt '-''1'"-'11\C. .. 

~' 111\unetl 

~U--1\\ ·\IItt l U'l' \\, .. h.I\C hl\hHI\.Jih t.'\f'C.'Ih,d IHtl'l "'4tll~.th" 

UJhJ rclutcd lllt'l\\.4." h'''" "' ln\.UnC'\I fle").'lnlllllj.' 111 1'1''4l ~( ,1C( 

f\'\.1\llfC'd, tlr4.UU'4.' 11f ot \h•n~e Ill (fA ,\P. In '-•'fHI,th"· .t '1~1111 1 \ .uH 

l"•rltun nl ,ufl~ .. h~ tkq·lupnJ Uf ,t.ht.urw.:tllur •till lith. ,.,,,1 "'"'' 

Sc.•(' UUI ~~~'"\J,,h .. l 411 l\4,.'\4 otl&.OUIII111).• JHOihtUfhc.'IIM.'Ifh Ill ( )flk*f 

/1.1•11<1• Ill \til,\\ t•ll f'•f~ I(, 

Ct>\IPIIIIII "" t '" 11\l~ In I'Nll, "<' lkl.•J'lnl 'lt.tl<'rllrnl 

I hn~n.tal ,\., l 'IUlltn)l \t~nd.at<l• tl \\I I \II kq~o•: lln•~ 

( ''U1J"f(hcf''''C" lrh unK."' .. '"ucJ h\ the luwrkl.al.\"'''-untm.,· 

\lllntl.u.J , ll•..u•l I I· \ \Ill W<" rrpun "" umulo~I<J ·~1..-r "~"J'f" 

hcll,I\C' ln\.PIIH.' lot\ .a \C'I'-IJit" \.lliTIJ1'.0Cnl Uf 'h.11Ct1~fl<'l' c."qult~ 

The delcnt,lt"' ell•·•" ul ltl(' unrr .. tll<'\111~ n ·~ I"" un '"'"'"""" 

hlf-'otl< '-Ct.UfiU«"' v.,·t.: •• \~ mallhw tlt.•tuofll 111 t'N"i .u .. l ,. ,,".""'' 



nf ~2 nul hun on 11197 un<l ~I mrlllun In I 11Ytl We dn nut ~~··uvnll<

dclcrrnl 1ncumc '·""' on fort:I)IO cum:nq tnm•lathlll lldju•trtlt•nt• 

EAil'L"L' PUI \llAJlt We: •umputc: b;l\IC cwmnv• pc1 u1mmc>n 

,hurt hy J,.uJin~ net 1ncomc: hy 1he "'"'~lned uHrilf!< nu'llbcr 

ul <'OIIlltlllll \hllf'C\ OUiilllndina durin@ the pcn<..J 

Dclutc:d cMillllR' per \h.uc: lliC CJIIculntcd I>} 1ndu•hn~ ~II 

.Jolumc pu1c:n11uJ .omm•.n 'hare• .u,·h a_, >tud. <>pHnn• I l1lu11•c 

J'lliC:Illlal commun \h.!rt\ "'ere <J.319.HO Ill 19'JK. s . .n~. '"1 
m 19'J7 nnd 4 .+lli.S6!! 1n 19Wl. No .ulJu•unent 10 1epun~l ncl 

IIICI1111C " rt(jUII1:d wbcn compullll.B dilutc:ll ummj!' per 'h~rr 

SToo; UPllH'-' We DC~OUnl lor our •wd. upuon plan• 111 """' 

durn:c: 11.11h Ac:counung l'nrn:1plc:• Bu:ud IAPBI Opuunn1~ . un.l.-r 
,. h~eh n<• cumpen•nwm upcnw: ~~ rect>i!nlled '"the fut.tll<l•l 

\lalcmem' unlo• the plan 1> lktcrmmed to be \Anable 10 n.1u1c 

RtH.Xl't. u:t tK;,.,Tnu' Wr generull)' n:~vgmu rc>cnur. "' -.r 

rm\llk S('f\ICU or dc:h • cr prndui:l•ro UNUrtl('r• We hill .cn.un 

lc .. ullelcphone and \\ltelc>> :mll :.c:.:unl) \CI"VIl< rnrnuc' m 

'"-'' mce. =olung in dde~ r<:l enuc:' We ao:"KJrll fur uur drrr• · 

1111) od• ertl\lng rt>cnue., J!encr.tlly ll' boiled o•cr the tcnn ul the 

rtl;llct.l t.loreclt>f} (U>Uitll) o>nc )COJr) anliOJmoruu pw<lu<·t•••n '"'''· 
v.hoch arc lkfcm:d -.hen rnL-uned. ltl molch the rdor1ct.l rc-r11u• 

h'TAI\WIIU.S We URI<K1iU intan!libft\, trn:lu.JtnjlJ:!IM>diA Ill Url\llljl 

ffollt bU\11\C\\ combtnahon~. 1111 0 \ITIIJjtlll ·hne h~\1\ ol\CI lflt- llnll< 

tpatrt.l pc:ruKI ol hcndit. nvt to c~c«ll 40 }C.ll' We pc:nud1•nll; 

fCVIC"' WT>OUnb l'eell1dc:d U\ lfliO.COBitrlc: U\\Ch fur llllf'"lfnlCCll U\111~ 

cxpec~ed undo..,·uunled future: ca.\h Ou-.' 

TII.A"'-'--HIU' ADJl'S'nfU.'T~ We: 11110\l,clc the ••-c" ~nd lr•trlluoc' 

rd~ltnB lu vur \hare uf •t)!nrfi•Uill forc:o~n "P<'rallul'" tul1 ~ tlull.u' 

at )ellr-<nd eu;hanjjc rule\. We IIOJII\Iulc rc•c11u~' .111<1 c•Jl<'""" 111 
U.S. doll~~n ustnB o•c:rajtc C:A~hllllj!C: .ule' lor lire )NI fr•n,Jalloon 

uliJU•Imcn~ ore a.:cumulutcd and reo:unkd J.\ u '<J1.or.otc nornpo 

nenl <)f OICcumulllled <~her comprcl..:n"•e lll<'IIIIW 

2 lnvo~tmcnt~ 

We ~M:CCKJnt leu uur rrn e'tmenh rn lelc: l>:u111wrl. lklj:J.Ctno •tkl 

MAT A v u""i! the c~ll) method nr ..cnHmt•nll 

Ttt.l\ I>A"\IAKk Ill JiUIU,tf} 111'n<. lAC po.~<:lroo-..~1 n 'J'< Hllerc\1 

10 Telc DanmaA N':>. the nullunul '"'""''u"''""'"'' f"""o.k' on 
Dc:nrnlltl. from the Ktngdom ol Denrnur~ lw ·•l'l'",."""'cf) 

\.l I billrun A\ part of our t"l•c•U•~<m ntt•n:nlCnt. lclc l>anrn,ul 
rc:puodtil\ed an<J rtlll"':llllll rc:fTllllnrn~· •h.nt-' ""''l<.J b) the Darll\h 
governn~elll. df"IIICI) lltHCol\,11~ 11111 rquH) "'" ncr•htp 111 
41.6'l of Tele D;~.nrrmrk 

BL\Cll (>ntlw: ycar~nd c:lmrog JlflL< uf oo<.Jn rduul Ide 

Dan marl: •luu'c-•. the 3l!J:!rcsatc marlc1 'o~lur ul rour m• e•lll~<:nl 
"'"'~~I tnllu>n a• uf Dc<:cmbcr ·'I. JWK w,. wr urnorti/IO!f 

)!IMrtl\\ 111 nl olf'f''"'""·"d' \I .t<,l mrllr••n lmrn lhl\ "" ''11111'111 

<1\rl • Jl<''""l t1l ~II ) ro~l\ 

llu.t,-\t UM In Mu1dr J'I'Ho u o """HlHIIII lrd h) \rn.-ntc. h lrn;rl 

11cJ rt• alln:cmcnt '" .K<JUirr "" urtnr•l Ill lld~tu ootn 'o II Jl11· 
n.slJUill.lii."UIIIIUUnh ... liiHII""IlfU\H.Scr II' llt.-I):IUU\ fh(.· \.lll1"t1fiHHH 

pun·ha~j frun• tht• fkl):lot11 fU\l'rtHII~nl ..t ~'J '1', '\loiL.c lfl 

llcfi%...:11111 1)\C \ '1111\fllliUIII 'f'Uidtoi\C f'll\C' "'a' o~ppt•t\llll.>ld) 
7~ h1ll11on fleljlr~n lr~n" . ut ~~ ~ hlllrun Wr h•'< '"' r'lrt.l 

o~ppru>llll.llcl) \lk · nniiUoro lt11 ''"' l~'l •llo>~.o~hk 'll"'"mum 
•h•rc. v.ho.h rc,ul!' 111 uho•ul u 17 <,•, ln>c,trnrnlort lldv"'""' 

1\llcr )!I\ mg cllc<l '" Uclf••"lfl ' unlurukd fl""""n 11hh.-.olrt111 

and uth<·r :.WJU'In~nh lu .. ·unfurm tu t !\ ( 1AAI~ "ur 'hdH.' nl 

goMrtlv.tlllrnllllhl\ 111\~\IIIICIIII' ••Jlflllt•nnald} \!\~' rnrlhun. 

"tuc..h \.\('arc.· ..lffiHfliiiOf un ... ,lfJI}!hl·lmc h~''' \1\Cf J 1'('111,J 

uf J() )C"I' 

,, ... , 

.= ~ •• , 

...... 

'lUI-

W•reless Growth 

<\11.r-rtl~l1 h.•• • "'"lf11 th••Chtn••l.l tn ~•trl."' tn I WI' •c ...,!.). .J 

.;(f f .... . .,ll~o~l .. t to.U\ I•IC'I .. ,, "'' .,..., ...... ~I, •• 

MAlA\ V.t• omntnl o~lul.clul ~)(I I nrrlloun on .\1 ·\l ·\ \ the 

nutlun.d .. uuununrt.:.allltn' pttt\hk:l 111 ttun~Jr~ f)n ''''c:mhcr l·l. 
111'17. M1\l o\ \' umoplctr•l .rn rnoll.olpu!tl" 11lknuj: • JI'Oo ul rh 

'h"'c' \\c "''" I J ~·. otl .... r •h.or•·' rn the 11'0 ·""' «·.tfrlcd ,,.,h 
J"'"'rc•h "' \ I.Jil rrrrlfuur \\c rc,oor.kJ" preta\ ~""' nl ">.J 1 nlll· 
ilu11 unlhc: ,h • .uc '.Jh.• .and l.UJit"nlh hui.J \{I"'J.U2'J.7fU 'h.JtC"', 

ur .rpp11 trrrc.rld) Ill', ol MAl,\\ IIJ-c.J on tlw )~·" •·ud dmrng 

prrcc u l on<.ll\ rduo~l \11\T A\' lo.trc,, lhr "l!f'OC!!•I•· '.rh><· otl uu1 

rcllt.llllllll' \hoarn '' Jf'Pr<t>rrn.olcl) ~I II hrlfrnn \\',• .11.- Jllllt111Lini 

II'"''" oil ool •I'P"'""'·"cl) ~ IK' 11rrllro on .odru,lcol loot 1he •hare: 
'\;tfr H\C'f 01 JlCIICI\1 ul -Ul H',U<rt 

1 H .U 11\1 Cullhlll\1111' Ill 1\J 1\ / .1 <i "" l.l\111111 In t\pol 
ltJtiX. \\t' \l1hl 'ul"l-,tunrt..~Jh ..eH nt uur rc-matntriJ.: ~..a 'I~ ' ' tntcre•t 

on Tclc<:>oror <"IT"''"''"" ul "c" l..<'.tl~rl<.l I tfllllc<.l ,,,.,. I.A:ulWld 
Tdc••orn "' J( "''Ill .. rlooh-1 '""L ulfcrrn~ fhc lrl\1111 '"'II 

lll•l.olllltc,nt "~)111<'01• ""' '"''''"'" 111 \prrl 1'1'1~ "'''" IIIC o.ccond 



Noles lo Consolidated Financial Statements 

J'-l)lllC'nl JIJ<' h) M""'h \I, 1999 At the lime of the fu,t tnstall 
rncnl f'~' mcnl, \\e IITCHK:abl) lf.IO\ICrTC<J 0111 .JI.1n:• 10 llliU,~C. 

"''"' h '' h<•IJ•nr the ,h.•n:• in "'"' ,,, the purdu.\Cn unttl the 
t m:~J •n•~.oll n~cnt "J'ol•J We rcutno:d ;t .a-unt) 1n~t 111 the 
•h.uc,, ~nd ca.; h pur.:h~-cr rcm;un• pcrwn~ll)' hablc unul the finul 

m•wllmcnt 1'-'> n~em ,, rc.:ct>c.J . 1llc: pun:h;ucn "'tllrc..ct>c all 

r•nhn~ JI\J.Jcrl<h '" tl~e 1ntcnm pcnod 11lc tru>ICC "'II ha>c <>nc 

'"'" '"' c .... h 'h~re ••1<1 "''" \O>IC' the •hllfc' t>a\CJ ''" '"'trudll>n' 
hum tiiC por•h~-.cr-

'"''' 
( o$h Flow Growth 

lt.•..hll .. rw frofnt'f1tfiii•IM&n mdl ..... t 

t .. "' n .. ~. r ., , ..... .,.,cu*"-.-..rdtos.t ats.U..•t~4 

"(''I 'I ~n ll'tt ,..a ft~c )C'..,. 

~.810 

In""'""''""'" v.1th I·AS 12~. "A•~ounonr for lr.unlcn ancJ 
Sen "'"S ul hn~n.:•al A'"''' and l:,. tmgul\hnlC'nt> of L•~bthllr>." 
"'c ...:ui\Jntc.J lur thl\ L11111.a..:tton ot• a \ale anJ rcconlcd an after· 

IH ~~·nul "l'f'"'\lm~•d> 11.0 1>11I11'M'I B«a~~-c the ~-c~>ablc 
frnm till: • ·,·,.ull•n•t•lln.cnt ~)'IIICntlldc• 01>1 ha>c u \latcd 1n~rr· 

"'' , ..... . "" olft' IIIIJ>Otlfl~ 1111Cfl:\t at •lo;t Net f'OI\;.' t'etS. lmm the 

'""'"' "''t .. lln~ent "'"'" •f'f><Ulllllatcl) $1 I b•lhun. anJ "'c ClJX'I.'I 
to '"'""<' wto~l 11et pr•~<.ccd• of apf><ulllruucl) S21 b1lhon from 
th" 11.111\.ldlllll Wc h.a>c hedged •uh•1411Ually all hlfC•Fn cxdl.tlljlr 

"'~ ~"""'•tcll"•th the final III•Lallnl<'nl llnlll Apnl 111'.111. \\C 
u"'.Jthc et.jillt~ fliC'tho.Juf lk<tiURlllljl fur thl\ 111\C\tlll<!nl 

Sl \1'1~11\ Of 1\11' 1 0 '-..CII W4Tf.D l"<llf.\'Dit ."T'!> A lUmmar)' uf 

uur "''"'llnrnt•. "h!Ch hu\C not hccn ~umol1datcd. lnllnw•· 

11191! 11197 
T•·k l>~nm.u ~ s 1.401 s 
Ucl~••"m 1!92 742 
MATAV SJ.I 506 
Nc"' /..caiJrkl I clcu>Jn 417 
I )oher IJltCrnJIIIIIlOI 111\C\III>COh 4 .. 

Tu1.1l nlt<"f11.tlmnul IIIH"\tfltclll' 4.11\J 1.6t•'l 
llr..mK",tn. '"''" "'trucnl' 107 1!2 

f•ti.&J 111\C\tll>CIIh s 4,938 s 1.7.51 

In ~.-.. rml.ln..c ... uh the Cl.jUit~ ""'"~"' ... oiHPUIIltlll! , ..... llki<'J"' 
uur r~ur.Jc.J ln>C•tm~m h•r uur •llu .. Jhlc •h.uc ul Cdlllllll!' 1.11lh"t 

'"I! to pur,h.,.,.. ''"' ''lllltnl! ;an.J 11
\ (i\ ,\1' •. rcJu . .. rhc: '"'<''t 

111CIIt (tl( Jl\tlll>utlun• tJI\I.Jcll<l•l IC'L(I>nJ ••.J jii\C l'fiC'l h> ;m~ 
\UJICII\'\ tJ~Il\l~tiUII ildjU\IfiiCill\ Wr rt'U'i>eJ \JI"Ilctllh un \U\h 

1n•c•tn~ent• •• r Sl 7 1 '"'""'" 111 1•1'11\ , !.11>4 1n1ll1un 111 11197 :mJ 
\I~- nnllu>n 1n I 'l'lfo 

llu.· h•JI,•\\tn~ t.lhlc\ prC'\4"111 'unun ... n/t"4.l ltn.an~o.l.almfnnn.:alutn 

11f ' ll!lllliLJIItiii\C>IIIIcllh :1<.U1UIItc.J h•l U\lllj: the CljUII} JJICth<o.J 
ul anuunllfl J! ahcr t.alm~ tnh• .... uunt •II ..Jtu•tn~ent• nc•c•.:ln 
hl\•>nlunn tn l l S (oAAP.I>ut•·•dullm ~ o\IIIC'IIIe,h '• fiUI<h~...

liJju•tnlC'Ilh "" ludmj: p•o.J., 111 

\c.u crll.lc.J l lc<CIIIhcr II I 'rill I 'I'll l'oi'Jh 
He• cn~K• ~ 11,.\4-1 \ ll 1'1'1 s 7.-IIWI 
Opcraltn¥ m u1nc ~.KCJI I 'Ill> 1 .'liM 
Net lrx:un...- 1.1~ I 7~.1 I. !MI.! 
Wc•!thtcd u>~·• •llc 

" "'nc.J hl Amcntcdt ' !1 Wi 1! 2't : l v ; 

A' ul IJ..'<tmhcr II I Y'IK jt)'-} 7 

Cun-'C'nl 3\\orh \ " lol~ s ~.ol11 

N•· ;k.Un~nt a'"-"" I I.H11t lll,ll~ I 
('urTCnl h~h!IIIIC\ ~ . II\ -l .~t.c. 

N1>tXU rent lt.lhlhl•r• I>.M-1 I> ,'>IU 

Mmont~ mtcrc•t ,., 'II 

(hllt.JI 1'\t.,l'lt '" In ii<IJII•"" " ' ""4U>nn~ uur Ide l>mm"'l 
rn•e•tn'lt'nt 10 I WK."'<" ni:Kk '-r >cr~l """"•• lll>C,Url<!nl• h>< 
aJlPIUl llll~tcl) Slllllm•lhnn1n •~•h ~nJ •''"'"c.J Jchl••' "1'1'"'" 
Jl\ILCI) \.Ill rmlh<>n ·\t '""'''" lln>e' m I•N 7 "'<' ""'lutrcJ ~•-.ch 
ut \C\Cr-JI ~•tt11(\.lnlr' rni!.at:ct.l 1n '-C\.Unl\ ""' \ 1\.C'\ thruu,:h uur 

"'hull) " " nell •Ull\lllloll~ . \c'""l ~ l 111~ '""" ,\lllrltlrdt. In• 

hlf "PI'''""""tCI) ~I "'II""' '" , .. ,h .nJ ..... l 
We ...:~ciUnl<'..l lut 111<'-.c lrilll''"u""' u•m~ the potd;~ mcthuJ 

u( ...:<IIUIIIIIII! We .!llt .. dtcll uut rurdtJ\C rn·~ '" '"'""llu.ll ·""'" 
11nll h•l>•hll<' h.l>ell un c•Um~t.- "' '"" \otluc Hc•r11uc• "' •II nt 
th< nt.l\t" rHt'nttuHC'tl "-."\.Ufll) hU\IIk"'""' HI I'I'H'i. p rJtH h• uur ·''""'' 

ULI.jUI\111<<11\ "···· "I'I"'"IIIIUIC'I) \ 1'1~ """'' '" 



ol Sl molloon on 111'17 un<l \I molloon on I~ We do• 01>1 ll:(ll~nt"' 

d~l~rrcd 111<:umc '""'' ''" lur~'ll" ~u=n•·v lran•l.tllnn adju,uucon' 

t:\JC,I'Co\ I'Ul Ql41f We -~·mputc ba.u .. · carmns• ~t •••mmon 
'h""' I>) tlo\lllm~ net 111<:11mc h)' !he '"eighlella\C'fDit number 

ol .,ommcon '""'"' ciUI•Undl!lJ dunn11 the ~nod 

l>ohllctlt".tmonj:• pc:r •h.tt<' .ore ,·akl.ll~lcd h) mdutlonjl •II 

<hlull\c putcnll.tl <<~llllll<>rl 'ture• \U,;h a· •h..:l ''~'~'""' l>olull\l' 

putcllloal wrnmtlfl \hutC\ \\CreCJ,319,370 Ill ICJ9K. s.n:uo2 
on 11.1'17 and 4,44ll.~bX m IWn No DdJL!)IffiCnlltl rrpurttd oct 

mn•mc '' I<'<JUirt'd "hen u>mpulm~ doluletl c.u'IHIIIJ• ~' •hare 

SICK" IIPTIU'' We u.-uunl lur ll\lr •lock uJ>IIun pl•m llllk"Ur· 

d~n.t '"lth A<X'UUOIInf l'nn.:opk• Board !APBJ (}ptmun :!.S, under 

"-hl<:h 01' nml~0\,111\lll n~n-c 1~ rc<:ognw:d on the (IOIIOCIAI 

\l.tlcmcnl• unfc" I he plan " <klcrmon.:d to be 'anahlc m n.tturc 

Rt \1 'll lUI OI.I'<ITIII' We gcnclllll) m.:u11nllc: rc:•c:nlh'' ll\ "e 

prm ode -cr' 1cc' ur llcll\<'r pruduch h> cu•tumcr•. We b1ll ccrtum 

luo.'ulldcphonc ..nd " rcle•• and t.eCUnl)' t.ef\1~~ rc:•c:nuc' 1n 

ad• .mo..:. rcwllmgon <kfc:m:d rt\enuc• Wc: IICcounc f•lf c>Ur dorc•· 

lui) ,oJ\eMI\IOj: lt'\CIIU<'' !lt'llCniJI) ll\ lulled 0\t'f the ICIJTI ufthc 

rcl.tlcJ duc<IUI') tu,u.dl) OCK' )Car) and ;unurtlle piU<IIIdlun ~'""· 

"hod1 ""' dclencll "hen on~u~. to mai\Ch the rclatc:llrc•enuc. 

11>1-\\l,llllt., We ""'"""c llllolllflhfc,, mdudlnJIIICIIIIl"'oll an11n~ 

hum hu,lllf''' lHIIlhutnlhm'. 1111 a \lt4llll,hl·ltnc hU\b. u~cr thl" itntu.· 

op.tlctl pcnuJ ol hcncln. n1>1 lu c:~ccetl.SO )C.ll'> We penudJ~ally 

'"'It'"- ~"'"""" rc<ur<kd ot\ IOUUlJoble :t•-cl> fur ompairmc:nt U\lllf 

<!\pt'~lcd unllo.,.;nuntetl fucun.- ··.&>h no"~ 

TICA"'' \1111' AIIJI \IMI\l' We fnunla• lilt' I&' >CI\ lllltl loo~hohloc• 

rcl.ollnf 1<1 our 'h.lrc nf ''l?n1fknn1 fun:s~n opc:ralnlll\ lu U.S d<>li:ln 

al )c.or·t:ntl c:~chungc r111e' We lrnO\Iate re,c:nuc:' und cxpen-c:' 111 

l \ JnJI.tC\ U>IO!Ioi\CC<lgc: CAdlaOJC fiolc• fvr the )CAl J'r&n•lo~IIC>Il 

acJJu,lnonll' arc ""urnulalc:..S nod rccnrdccJ a'~ "<J'lll~lc ••>mp.>

ncnl •tf "", umul.ah .. d .ah,~r \'''"~hcn't' C' trk.:Uonl<' 

\\c ·~<"<•>Unl lur IIUf 111\C\IIIICIII\ 10 Tc:lc: o .. nmari 8c:ljla<om ~nd 

M 1\ I A\' "''11!1 ,,.,. Cll'"'> nu:lhud of .cn;uunllll)l 

11 11 lh,"'Aill\ In J.snual)' ICJ9K. "-C pur.:ho~-ccJ a J.S'J cnlcr-e'l 

on lck IJ.cnm.oc·l "'"· the' naiJtlf'.otl •ummumc;ah<>m prmt:lcr on 

1>..-nrn.tr!.. . I rom 1he Kmjlclnrn of Dcnmarl h•r uppmAomollcl) 

\ t I hslh .. n •\· I'·U' .. r uuo on•c•lmc:nt •t:rccmc:nl, 1rlc l>miTilll'l 

oq•uodw-cJ wkl rcurctl ullocnwonm~ .Jt..rc• II" 1~ b) 1hc l>.tno-11 

~U\CCllii>Cill. t'fle\.11\cJ) lil<:fCll\iOj1 C>llf C~UII) U .. Mf\hlp tu 

41 I>'•> ul Tck Oanmus._ 

lla-ctl ''" lhe \C .. r end .. 1"'1011 rn•-e ullndi\ldWII Tclc 

l>.touu.Jrl •h.trc•. 1hc •I!I!ICjlalc 11\oulr.c:l •ulo.le tof uur unc.cn~elll 

""'~~I toollo""" "' nllk<CII>hc:r \I, IWK We ;uc an>u<llllllj: 

... , .... h,sllnl ..lf'J't'H\IIh.Ht"h \I . .J~ \ nUJih•ll lhlfH lfH, IO\C',I11H.'"fU 

~'H'I .I J"-'I JUcJ ttl JO )l"dl' 

lill1.41 11\1 In ~hr~h 1')1/(•. ~ '"n"•lloumlcrJ h) '\niC'IIIrdo hn11l 

II ..t lh •tft'CIIICOI Ill ;KijUifC ~II llllt'IC\1 In fkiJI .... "II \ \ lilt' 

n;a.IH\ll.al \,HII1monu.:a..~u .. l\ rru\h.Srr Ut Ucl~rum flK" '""'urtiUIU 

(t\Jh.h.a\<."'1 lh•m the flrl~•to~n }:''"'·rruucnl .1 -''' '~·. "'~Lr Jfl 

Url)!....,~.HII I~ ..:un".ort1urn\. ''Uh.hJ'(' Jlfh.C "'"'' "'I'JKU~IIH.&Ich 

7-l t>olhun llcltU.ln Iran<'. ur ~· ~ t olloun V.c h.a\t' '""''1<'<1 

upJllcl\lllluld) ~(I~ m11i11•n '"' •out H• • .1llt1<.llblc ""'""1111m 

•h.trr. "lmh rouh• on"'""" • 17 ~·. '"'t''llllC'IIIIO lkly o.um 

1\ltrt )!'' ut• rile, 1 lu Ucl).•.-. ~•111 ' unrunJ..·,J ~"'""''"" •.t'lll)!..tlhUI 

un.J uchcr .IIU\IOlCIIh lu t..Pnh•rtu '"I ' ('i,\,\f' .. '"" ,h.JtC' uf 

J••lll" 11J frt•nl thl\ Ill\ c•tO!<'nl 1\ •l'f"U\ IIO.Oicl~ ~!U ~ mol hun , 

"h"'h "-C arc allll>nlllhj! ••n • '""'t:hl lone"""' u•cr ~ penu..t 

"' .su ) t' .tf' 

... . j 

"'" 

\If" flint• t .... • •IOIII'•J' Jf'••lh , • ., • ., ,1 '" ••rck"u In 111'111\ •I ,..J,.k·ol 

.U.t l,UIII IltUwl., WW·III'IW.'n .,, tn..u .. ..-.~ Jl'• 

MA I\\ We unc•lcd • '"'·'' "' ~,.I I 1111llou11 111 \1·\1 \\ , 1111• 

n.dltlrlJI \. •JIIfUUOI'-..tlltiU' rrll\hkf In tlam~.at\ ()I ' \('lltf"N:r IJ 

111'17, "I AI•\ \' •umplctcJ "" llllll.tl pul>ho. uJtenn•• I fi'Ot ul "' 

,h.trc' \\e "'ld II v; nl uur •hare' on the IPO .tr.lr..-;,lllt•l, .1 .h 

I'""'''"'" ul ~ 141• nul hun We ... ., ·t<ktl .: rrcl.cA ).'.till <~1 ... s I 11111 
lmn nu th~· ,ft,,u,· .. ..ale .uul "Ulft'llth htth.a \O'I.IJ1'' 700 ,h,.,,., 

uf ••I IH•nlltt..ald) \()',. ••I .~t/\1 ·\\' llu'-1.'41 "" thf \\'.11 '"'"' '""lfl)' 
I'"'""' IO<IIIodudl \1,\L\\ ··h.trc Ill<' •~fl<'~dlr ••lc.c ul "'" 

l<'lll~lllllljl 'hAre• 1\ ~J'jlll•\llll.tl<·l~ ~~ li hoiJ.un \\c .tfl ~nourtl/111~ 

jl<nl><l11 "' ~l'l>fii\IOWIC'I) ~ IK~ nuu ...... ..JiU•IL'II h<f ''"' ,, ...... 

~lc u\rt .a f~"ru.J ••f.;) H ... d, 

Till c "" ('Uili'Uil~TI(" Cit ""' \\ / .1" \'U 1.1\IHt.U ln ,\JIIII 

IIJ<JI\, .,.c •~>l..t •uh,tllnlo.oll) .111 ul "'" lt'III.CIIIIO!l!~ 11~'. olllrrr•l 

111 ldc"ml Curpo<r~llun ul 1\r" /•·•l•1....t I unrtrJ 1 Nr" /(·.11.111<1 

IC'Ir.••m or I( ~/J rn ,, ~·luh.al '""'~ oflcnn).' I ,. fU,I••f '" 

111·' allmt'nl IY)IUC"Oh \\01' tt"H"IH·~~.J 111 ·\('111 I'~'.IK ""11h lfk• "'•"•n•,J 



• I 

\ 

\ 

The nompuncnl' uf pn!peny. plantlllld cqutpmcnt \locrc ... , fnll""'' 

·" uf l>c.c·mhrr II 

IYYII IYY7 

l.anJ s 1-IK ~ 15~ 

lluoiJan~· .1,.\(lM 1,1! I 

CentrAl nfTi.:e cqu1pmcnt 1-I,MK 1.1. H~ 

(' ahk. v. '""!! .mJ umJull 14#1~ 13.%0 

Other l i.UJ ,1,4~1 

H .IIW .\4.1120 

Iinder um•ltUllfnn 411~ HI 
.'6.3-44 l4 WI 

I.e"· ao:lumulatcJ lkf"~l&llon 2l.OW W.SIII 

lutal prupcrt~, 1~1 $ 14.30S s 13.873 

!Xrrectauon eApcn>e on pmpc'1y. plant and equ1pro~nt Wll.\ 

\.,.17~ nnlhun 1n I ~K. S2.H7 milhun 1n 1~'7 a.nJ $2,211• nlllllotn 

an I 'I'll> 

4 '"<ome toxe1 

IYYII 1997 IYW> 
I cJcr~l 

Cum: Ill s I,S68 s <)9.1 s 95~ 

l)cfcrreJ. net 213 217 II~ 

ln•c,tmcnt tal ucJ1h. nc1 (2SI (l2) (\6) 

Into~! 1.7S6 1.17~ 1.0311 

~t .. tr lu<.-..1 ..oJ !urc1~n 
< ·um::nt ill I \II llll 
llclcrrcJ, oct S2 IH 7 
·hll.al 275 209 14S 

Tullll1n.:on1C t.u cA~ntoe s 2.0:\1 $ 1:.11111 s 1.110 

lt~.al '"''""c IBAC> poud were SYS6 milltun in IYYK. Sl.l!ll mJIIK"l 

II' I YY7 anJ S 1.07 ~ m1lltoo 1 n 1996 

The lolll•"' '"I a. a reconctli.ttiun of the •Wutury lnkralln.<wnc 

ta\ r;atc lt.r u.:h ••f the f'&" lhrcoc ycM1> tu uur en~o•c tu rate 

t< urnpulcJ h) d1\11.hnjl hiCIIl tn.lll'llr tu capcn>e h)' tncumc bcfon

trh. nth~ lone') 

111911 IYY7 19% 

'itAIUIUI) til\ J11lC 33".0'1· I\ I~ HO'i\ 

Stutr uu,.:urnc ta\C'' 

net"' l<lkl•l !>rnrli1 3 I 2 .~ 2.K 
·\munu .. uun ''! 

ln'C'tmcnl I.J.J. "Tt"\Jtl\ (0.)J (0 (I) 10 71 
Other. net !1.31 04 " .. , 
IJic<.t~> e loa\ r;atc -36.0'l .17.7~ l\ 7'1o 

In'"""' t.n «.flCII\C .... , 1c~Ut.cJ hy Sl2 nul1tun in IYII61u a 
IC•ull ul .1 pun1vn ulthc ~>rrannrnj!-of-ycar valuation allo--.ancn 

"" lun~cr hr1n~ rcqu1rcd 

A"'' l>c.cmi'C'r II 1'~111 and IW",Ihe ,urnpo>~t<nh "' 11111~ 

lcml IOHUIIIU)GlCJ Jo:frnC\lnl<.tiiiiC tUC\ "'Cf'C 01' tulto"l' 

IW~ IV'I/ 

l>cfcncJ ta• &.\\Ct• 
l~"lrTIIrcmcnl 01nJ 

l""l<'mplu) mcn1 hrnchh \ 1.1111 \ 1,1:7 

Otlv.r \Ill !•II 

I . ~~~~ 1. 1111 

I >l-1crrnlta• lraholrt1c• 
/\1 dcratcJ dcpn:. m 11111 

.u>J aJI\Uflllllllun I, 'Ill I 1, 117 

f'f.-p.t1J f'Cil\IUII "''t 11:7 HH 

ll1aJ1.tnhulc'd t'qUil) 
camma• ln>m lui'Cifll 
111\C,Imctlh ~I J I 

Olht•r n: ~\1 

~.'"-~.: : .\M 

Nrtlklrnnll&\ lrah1h1~ s 1.\11! i 1 .1~1 

A• u( L>c..cmher l I. ,.., 1\okl ••luat1nn allu ... an..c' ·~<1111'1«1101111 

dclcrrcJ tu ••toetA •urrll.umv ~ 1111 m11luoc• 111 IWS .an.1 \ 1' nul 

hun 10 IY'/7 We Jo• nul .cp.antrh 1.-powt lklcrrnl 10..1~11<' '""·• 

rn <.Unrnl >.•>eh and h.ahlllllt'• . "' tl~~ ;uc "'~ •tj:nrla.~nl 

We 111<llklc debt matunnjl v.11h111 "'"' )CUJ ~· 11:111 111 tho.· '""II'" 

t.auun uf dtN n~cu~ l>chc ttMIUun~ ~ uhw ,u-.c u·.u ,ttn\hlr-..1 

ul till' hollo"' ante II\ ul l>c..c1nhc1 11 

"•ICt" p;a) able 
C'<~mn~nlal rwrcr s ~ . '(;)\ \ ~. \~l 

ll~nL ""'"' " 'I 

Other I~ IH 

I.•>OII·tcnn lkbl 1ruatunn11 
"'llhan nne }Cat ~I\ ~tl\ 

Tuul \ ~ toi'J \ t Cillo 

Wr1~h1co.l •• rrajtc IIIICIC\t 1 1tc 

'"" "'""' C::!~otblc. tear...-nd 
, .... \~·I 

We hil•r • <llmmlttcd ""'~""II .. rcdtt 1.a..t l11) ut s: II tiiiii•NI 

llx- I«''"""' r ... ·thl) ,, (1111\'1 ~"''annum ~'-•• ·""'""""''If 
uut,lllnolflljltll>licr du•l ... lht) •• ul 1>.-..crnhcr It, 1WI\ In"'"" 

lwn, v.c hnH· rniC'rcd mtH ur~t.'fiii111IIC'4.J U):tttmcnt" tAHh • uumhrr 

ul b&ul• lm lane• uf ucJ1I 1ulalmv S I H l:ltlhull Wr I10>J \I 11111111"' 

uuUt&tadlllf under the.c a~rttmcnt• ••, '' l>c..cn•hrr 11, IW~ 

.. nJ \Jo.J lk~ u~ the ltlf'C'I'IIlCnh Julin~ IYY7tlf I'll-'!• lhr 11111'1'''1 

rate • "" theW' lrnc• lltl' nc.llllal>t.. al the tunc nf "" ... """' n .. ·lr 

Ill" IMt \ll'111u.ttOilUftlffiflfllCOI I«\ Uf IU.o&tCILd HlCUf'C'n ... llll): 

l..alllli<.C IC<jUircmcnl• ., ...... lalC\1 141th on) ul the-e luac• ••I .rcdtl 

"fllt-.c hiiC\ a• ~~ocll •• the rc•ul\lnjl llt\hl l,._tht~ . •" •• •ll•l•k 

IUf \UitJ"tf1 ur lUCI\Utc'fnaJ Jla(l(f hUfl\t'AII\~ an~l ht HH·d \t..,lt 

tcnn , •'h rtcC"-.h 
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(, tong h tm lor>oncmg 

lcon):·lcml del>!'"""''' pnoctp..ll~ u( debe '"UC\1 I>) cour l.u..Jin•: 
;,.ttmmUOh."AhUO\ 'Uh\hlt.fl(~ iiUwJ ~~ur fUl.all4;.'10J t.Uin.tdloll). 

\nK"IIItdt C•pH•II·un.ltnr Curplf"lrc•n !ACI-I 1k lullov.tu~ 
IJhlc "'" h>rth tnlcrc>l r.alc> an.! .~her mh~on t'>O Jun~4cnn 

.kt>l o1UhtanJrn11 ih nl IX\:cmhcr ,\I 

I mnc•l lt~rc• M:acunhc• I \I'IH IW7 

~ 17,'i'4 -~ (Y.i ~, .. , ~nm• ~ I,HI,lll !. twll 

'' I~~·.; II()'.( 1ml-:!tt1K '-~17 .\.~1 
)\ ~~~f; 'I~~. 1110!~ 2(XJ~ ~5 11(> 
4 I •., IUlY.l ~IUt · ~lllll 'XI 'Ht 

:l.~ll -1.~~-~ 

11\0I'tl'oo~•·lll \1 11.1 
( •1111•1 lcJ>e nhlij:~lllln• fl IJ 

Oth.·r 2 I 
[ ""'''<lrfiiCJ di"-IIUIII. net I \61 LIKl 
Tul•l s ~.~~7 s J,61U 

• I no. l.,..j.---, \: ~ • l't\tlh. tn '' f \ t~· • ~hur• nuUH"'' ~ lU "- • ·'" • f"' '"'"""' 
f·~ h·•'"k"• .,)11\ 

o.,, hcoulcJ llioolurah 'nl lun11 tcnn debe. u~<.llkllnJ pnn..tpal p.:!) 

n"""" "'' I I· SOP lkhll \C'C Nolc Ill. art' S:!.l~ rnrlhoct ,Juc an I 11'.1'1, 
\1.17 null11•n d\.lt' an 1UUO. ~)() nulllun due tn ~OUt, ~127 rntlhun 

due 111 ~IMI1 ou><.l S•l77 null11•n .Juc tn ~(X').\ 

lnl,.,,rlnh<-r 111'111, v.c rcdcc-n'IC\lappr•"'"\altl~ St . \ htllu>o 

••I l<~n)! · lrrnt olcl>l, on.:llklm~ lll01f1I&IC tK>ctd•. 1>wcd h) uutl:an.l· 

lmc <ummunt<at""" •ui>\I.Jollltc• We t·allc:d thi• debe tn anc'-tJ'Q· 

tu•n uf rrlin.n..on~ •• nl<o<c 1•\lor.dllc mtc~llllkl tn 111'.1'1 lnlcn-•1 

r•~t•• "'' ''"' r\lln~u"l>cJ .Jchl '""'cJ ln>m fl 2~'• to II~·( ~r..J 
'll•lurtloc• ••n~co hum 11M~ to• ~1211 

In J.onu.1r~ 11NK. v.c 1.-..-.1 ~I 7!1 btlhon ol lo~ntHC"ml del>! tn 

li•c >ef'-lr•lr tr~n.hc• thruu~h ACE 1k n<>lr- ar..J dcbrnl~\ bea~ 

ontcrc•t Jl .•nnu~l r.alc• r•n~m~ fn•m !o ~~~~· 1116 !o.'~• .tnll matun

hctv.«n ~I Mil ~nJ ~11\11 In Fe~ IWK v.c 1•\Ut\1 ~1~1 mtlhun 

"' \ xw; un-.-.;urcJ lur.oo.J.•IIar "'~"'· d~ N:hru.U") I 'I, !OUJ. 
1hruu~h -\( I We u-.cJ pn .. tt•h I rum !hac burn1v. '"¥' prtriWII) 

hllun..t uur 110\C\IIItcnt 111 Ttl< l>anrnar\ 
,\, ulllt,crnh<-r .II IWX. v.c had 1\.UIOII>Ir low 1\\U.lllLC thruu"'h 

•'<lr l•nJhn< 'ummuiii<'UIII>n• •uh•l<ltlll<• .anol AC'I \I ! h1lhoon 

uo '"'"'' ur<ol•khl \C\Urtllr• lhnoujlh ~If n:gl\trall•>n •l.lt.:mcnl\ 

'' 11h the ,,., """"' 1111.! l~.:hun,;c Comml\\tun ISEC'l 

l '"llttuuuu •HK t. L\· t "'n~ 1\ M .... maurt' In Apnl •wx. 
,111 .\lltclllo•dt •ui>•I.Jiat\ I"Ucd tlli\~Mh ~ llfl\aiC flltKCIIICOI 

I :~o •hMn ul •late.! rulr uu<tu>n r>fdcrrc.J •tud. !STRAPS! 

111 hour >ef>.&r••• \C'IIr• :-.:ct l""rcd• ln>m tlktoe f•>UAIIL~ IOIAicJ 

'-'!~ mtllum 110\ooltnJ• ;K,ruc oon lhc STRAPS 1.1 \at)IDJ rate•. 

v.h1d1 ••r .. t1u•1c..t f'CII•.Jt,~ll) thr•>Uth ...:p.ualc AU.:III>n\ on 
t".lir..h '<·nc' 1),\JUc,.•IH.J' .arc ,;UmUI.&li\C hunt tflco J.itlt' ur t\.\IJ&/'kr 

t tK" tl '\ t.1to"thl '·'"'' h•t t'th. h '\C"flc' r .. n,::C'J ff\tlt ..& I ~'4 hl 

J \\~4 .a~ ut lk,,:mh~·• \I . 141'1"' 

Jn hmc 1'~17. ••nr ul ... u "''k'll\ PV.tk•tl 'uh..tth.uu·, .,,u,·J 

~~~lnulftt,n ,,t ru.·IC"rH",I "h' '- m :J P''"o~h~ pl.....:caucnt llw: h,,JJc.or, 

·~I tit<' pn:lcrrrJ 'h'~ n\.J\ u·,Julfc uur '"h'hh.a.t~ htle'i.k-.·m Ilk" 

•h.uc' ~~WI) 11110<' ~llcr \l.a1 ~•1. ~c•~>~ lloolok" ~~•c-•c 'lUJrt,·ot} 

.JI\ 1Lltr>J, h.a.cJ l'fl .a rullon< tlor•Y rn•ocllh I "llol<>n loll~rf••n' IIIIer 

w .. ar d lliOitr n ... dOII.Icn.J r.alc .... Ilk" l>..·.cmh··· II . ''""· , ... 
rncnl V..a\ f' 11''' 

\• ul l)ncrnl't"r II . I'NII, """ll~·r "'"""' o•10rk"\l •uh.toh~ 

""' 11UI\loor..Jrn~ \11\ tutlluno ''' \r11c•-\ l'ldcth'.l \to .. L 

1] 1~'4 . •ui•)CI. I 111 m .. o>J.ih>~\ tt<kllopltoOO on ~r•lto "'"' ~~nul 

l1un ''' ~·uc' B J"trh.·rrc,J \h, l 1' suoihk , .. ," ! "'• ... , ,,, 

()c-,rrul'tcr 11 1'1'~)(. 111.C '"hJ<',IIn m.ant.I.Jhtf\ tnktt·JJth•fti 

\II rrclcnrJ ,.,,~ ,,,u,·~l t'~ ,uthh.lt..ttt<"' ,, u~lt;,k\lm t>atK·r 

h•n1 lcrtu la.ahlltl•c-' ''" lh4.· "'''"'''JuiJir•l t\JI.ll~~~ 'hc'-·1 

1'1'1~ I'~''' 
( ... .Jv. Ill \ 1.117" \ 1111(1 

A<OlUirCJ \('\UIII) lto('f\h~o'' 

.. u .. snnk·r, '" \I: 

I kh<-1 uol.·n~ol•lr• q.j "" Jut.al IIH.tfi)!ll'k' Ill' I : ,117~ ~-" \(1 

f'JrJloii.J JICO"I'II ••>CI IMI I '''~ 
Othct :,;Ill I, '.I: 

' '.'1~(\ \ '.llol• 

Cu"'t' ttl .A~\Hf10~ """ Utlh "t.,, '' ~·, "U\tHIHCt' fl"O<'f.llh . .lie t%'Uif 

&llkWliiC'\.1 "'CI IU )C.tf\, Ctk'" '"'l'·,tc-,1 laiC' v.hrn .h.'-1 ••u llr,,m 

~ lhu.J i>.arl) 0\JI ,:o•.J"' ttl ~C'IIC'IJlh I• ~llk'flll<'ll "'C'I Ill \ c .u• 

.\u.unaul•lcd .l;nut111~Hun ,,1 111t.an~1hl('' ...... , \ \f.(• unllulf1 111 1'1"1' 

~n..t \~71 01ootlu"' on I1N7 

P\''Hi' \'It ICtiiMJt 11• \I IH \'It I U t t·t ' '' \\("' III.HIII.u 

nttfJ4.tltlti11'1.H •r\ ~kllll<'\.1 ht·l'k.'lll ,,.,.'"'" plo~ll' lttt 'uh-.t.mllo~ll~ 

ull CUIJlht\\.,., .1' v.dl.a' f'llt."lh:,UCIIM:tll h4.•uJ1•, \...II'' Jt~l IIJc ln'U' 

an,.- pl.tn• "" •uh•I;&JIIt.&ll) "lllo'torc•·• .111•1 .,,. ... okf'CII<k'nl• 

·rhc \tUIII"'"''nh ul ft('fi\IHtl \.tl\ll-.h·,llhl.u,~ ·'' IHII""' 

I'I'IX 11147 I'I'Ho 

lknclit• c .. rnc:J Juron~ IlK' "'"' \ ~~~~ \ II\ I \ llo7 

lntclr•t -''I nn flt'UJ<.'...:IC\1 
hciK'ltl ul\foj:.liOOIII \.\I "'' ~· r I 

I \pt. IN h'l 1111 un "'"" ••.cl• f)\~hl ,J\~ ~· I •t,'\ I 

Net .tllktlll/t~lh'f1 .anti tkh·uo~l 
J ltiO\IIIi·f\ uhllafdtlt'U tiHI1 o IIIII ill ~I 

Other Ill I 11 " 
:"'cl E!"'h-o , r.:•hh \ .~:~. \ I 17~1 ' tl'1 4q 
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I >t-1'>1 .111<1 c.lclcr•r•l n•mpc:'n'"""" .J.-, rra~ •• Ill<' lru•l« m•~•·• 
pun,,f'--'1 r""'}nk·uh .. \ .. ••t r~~,cmhct '' · IVtJk. v.c h..J \.\7 nullto~n 

'"' '"'"'''"' lunj: 1c1111 •kl"tt .an.l S77 n1llro>o rndu.kd rn h>np ·ICml 
1kl•l IILIIUIII';! "'ollun unc ) COlt "llh lnJ'C':I Ill the l.C.'i()f'> 

\\c- rn.un:arn """"~' pl•n' thAI'"'" wl>\WIII.all~ alluluur 

cmpl")'""' I 'rl<kr 11..->e plan•. "' m.ot,h a \ntJUn f'C'Iu:nt.aj!<" of 

dlflhk u•nlrrhulonn• rn.ak h) the c-rnpi11~N'' lu Ilk' piOlll• The 

I I \Ill' I''"'""~'' ul lhC' -.a• nop pl.an' ht"\an~ dla.11\c J.tnU:lf) I , 

1'"~1 I udC'oll..--c J'l'"'"'""'· our m.~~:.lung.:ootnt>utton' ~ alh• 
••1<"<1 loocrnrlu)c-c' on u•nrp;an\ "'"l fn>cn the U:SOP tru'l' w .. 
rei~""' ,·\n..:nlc.h '" .. ~ h>r .alll,.all<lfltu cmpiU)<O:) 111 the prujllll 
uuro 1tu1 rnr• IJl.ll ,m<.l onlcrt:\1 l"''d 111 a )Ur hean. 10 thot' 11~.11 pnn 

.:op.1l .ukl uH:oc't tlur ""'r !11<' Ilk''' c.lcbt uut\t.rn<.lonll rn thot' tru"' 
\\,· '''"'J oour rnJto.:hrn~ ,untnhullun. to the plo111• a.• o:umpcn · 

\Jirnn c\f'C'Il'< Any 'h~n~c 1111he rrqu1r~ nmtnbuliOilb a rnuh 

ul k-.r,o~"'F lhl\ uhh~~uun '' rt:conlc.J a• o gam Of lex• tn other 
rnwrnc Th·· umnunr c\f'C'n~J an<.l cumnbutcd tu the LESOP. 
ltotJico.J \ • I molloun 111 111'1!1, S21J m1lhun In 1997 11nd S:\.1 .nrllmn 
Ill I 'I'll> lntt·r~\l C:\JlCII\C: IIKUrrecJ h) the U\lOil plam WIL\ 

\'lmrllrun 111 I'NK. ~I~ rmlhnn rn IY97and S21 m1111<1111n Ill% 

Dl\ rtknJ, fl•lld un 'h~rc• uf '""l held hy the lrUIICC u\Cd tn 
p.arll.rll\ ,,,11\l\ o.Jcht rc:p.t~mcnt rr<juln:mcnh IHn: S42 m11lloo 

lm I•.NJ. .oud 'WI mrlhnn fur h.~h lq<l7 111KI IIJ'J6 A\ of 

l),·,c:nohcl II , 1'1'1!1. "" h • ..J .JIIti(AIC~ urwrnmllled U.2S6.K3l! 
•rur~·· 111 ,·mpi•>)C:C .~<:<:till Ill\ lc.J\IIIj! 9.875,714 .h.vn un.alloou.ed 
A'"' lk.cmh.:r II, 1'1'17, ,..,. h.1<.l ~!l<l(atc<.l ur c:ummmcd 

1~.1 ~~SIS •'l.arr• It• t'llll'' · •~« .&n>Ur:h, lc.l\ rnj! 12.9TI.71.S 

''UI\"' un~ll,, .unJ 
\\c h.>'<' rut<·ft·d "·'" <~j!rccmcnl\ ru lend up to SIB mrlhun to 

•m.- "' lh<' rru•l' lhruuj!h lln:crnher I. 2~ . A> of Deccm~r .11. 
111'11\, rhc lru•lr•· "''"""'c<.l ~~ rn1lhun (nun Anlt'ntc.:h :.1 ~tc) 
r.IOflnf h11n 1, I'• lu ~ 4'.1 Th~ IIU\ICC bo>flll"'C<.I..ul ;a,khiiOfl;a) 

~!II nullonn 111 J .JIIU.JI) I 1111'1 al ~ l>'l 

Kt .\11111 II NI'C. In \l.1rdl 111'1~. "C: ~IIII<IUilo:cd plan1 IU "II· 
llllll.inll) rcdU<\' IUIUrC <>f'C'I~IIIIf O:AJlCO.C\ b) the en<.! of 2002 

.. \, pJn ut tfu, ~"'' .. ,mto~uun<nt rru~r.un. \I.C fl:\.:&Wdc·d ~ rrt"l.-1\ 
rc:,tludurrrl~ do.or~·< ool \II~ m11l101n ~~~ mtlhun .all~r·IJ\, ur 

\tJ Ill• po.·r •hJil'tm M.uo. h IIJ'IK prou.:rpall) "' '""cr the .:0\l< of 

""'"''"'·•tint "'' unr~ uh>nllo•rrnj! <:enter' an<.l du•ona !U ~umpan)· 
"" nc:tl .dlul.u rct.lll ''""' The d1Jf~C tn.:ludc\ cmploycc·rt:IAtc<.l 
""" lplllldf>.olh •no.·r.urc:c) ul .tJlflru\111\Uicl) S~4 mtlhon (uC' the 
•··rmm.ollllll 111 1hr ,·rnplu~ m~nl ul ••l'f'l"'lrnutcl) 5.000 cmplo)cc,, 

,,, "<II,,,"'"''' """ "' JI'P"•Aonr.otcl) $50 nullo1>n rclatc<.llo 
k.,.,. lt·flnoroullllll\ .uk.l ~'...:1 "rrtc-do""' We QC(UUnlc.l fur lhe 

cnrplmc<' "'"'' "' the rc,truo.turrnv< h111~c rn .... coro.an.:c •1th 

"'" ""'''"'~ -c•cr.m•c fliJn' ~n<.l lnlln"rniii·AS 112. "Emplu)cn 
'" ""'""'f r.~ l'"'"''"plu\111<111 tlc-rt,•hh " We .OC:ulllntc<.l IHr !he 
t~ltt.'l h"'lr\h,IUflll .. ' ''"'' ltt.u,,i'ld.JU\.C' '1411h~AI.tJO,g k·t.:ounllll8 

lth·r •• IUI\" lui h."\.tflii.IUIIII).'' I ht> ,;hMt-:C' \kJ(\ noc induc.k •PPf'011 • 

match \\0 •• uplu~cc' r<.lcnutrc<.llur cmplrl)mcntlcml,naJroo 
¥-ln.-n "''~ .. ,..,uncc.l .,,.,l.un .. ,·,:uru~ 'C'f'\h.C' ... ,ch tn IW7 

\\,• IlK IU\k\.lth~.· "'"'' "' rcrmnu:1111~ I he- ,·rl'nhl\ ftt('lll ul llk'\4. .. 

cmrtu~r;,,;, tn ~'i . .lt f'Uh.h.i"(" p1h.r 

I mplu~cc 11'\llkttum ur>.k'r rh,· "'•"" 1•1'1~ <l'•tn .... lurnr!' t•"i!'""' 
'AC'ff' 1. -171\ an I'I'IK lcrnun.allt~n "'"" td:.h·d llt11k"'4.~ t."llll'l"~~t:' 

".:IC' .1J,1f11\lllt.lld~ \I~ flllllhiiU \\,· ·•'"'' ~~~ tltfl"\..l"h~B:Oip! 1\\_,. ,, .... h 

••I ..aJ~'UI\Itn.JtC"I~ \I~ OHIJhtel Ill I'NI\ IC'I.&It"d ht thl' fC",It\JdiiOfll! 

r,·,ullen~ rn .an~' ru.al h.sl.arh ... , t o.~J'f'1U\Ul1oltd\ \ 7f, null'''n .. , ul 

l>c ... c•u~ .. , \1 . I'NI\ .\('lllcnK"nl ~.tin' •'' ..a('IJHH\Im.atd~ \ l. 111tlllun 

3.''-''accJ "'llh th1' ''""'lt\tdUrlllt: v. con.~ h",ur,k,l•n I'>''J)\ 

\1"\l,l\11'• \\11.1\111111 t lttllllllll" I IJ<o.II\CJ.UIUJI~ 

1'1'1' . rn.uu~cn~nt cmplr>)C<'' "'h" "'" .1\Lcd '" kJH'Ihc '"lllfl.lll~ 
UflLkr ... rn.etn ,uncJIImn' "lll h"\CfH" .t "'\Cf.lft ... r (l..&HIM."III untkr 

the \1.•n•~rmcnt 'icf'.lr;&llun llrndtt l'l•n 1 \t\111'• \\c ''""""I 

fur th" ho.·nclol rn Jt<:U<d.ln. c "'"h I \\ I I~ I ntplu\l"l\' 

''"''"'rnnr~ '" l'<"tcmpl") n~nt I lend II• .... , nun~ the \Cfl.U·'""" 

'"'' v.t..,n llkUIIc<l Ill( tnon1l"·1 ool <'lllf>l•l~cc• lr.r\11111 Amcrllt'' h 

unlk·r the M\111', other thun tlou,.· lr.lllnf' ·" fWI ullhc ,...1 ,ud> 

111'/K rc\ll11dllllnt olr\\U•'<'II Jhoo<c "'·'' 'l'lon I'I'IX ~~~"' 
1'1'17 ~ud I• I K 111 11Nio 

~nlcmcnt Jl.llll' 1c•uh hunt th< 1M) uk·rn "' lump •um dl\tn 

Ouuurh tr''"' It~ f'l"""'"'n pi"'"' 1u totm<"r ,·mJ'1H~\. . ., . ., Jlkl .u"· 
rn-urtkJ .-,.a t.rt"Jit lu uthcr ,,l"·r..ltmf ("'I"-"'""-~· \rukm<"nl ..... ,n ... . 

nctnt rrn1111l.11tnn t.tt\h. unJc.·t the pt~n"' ""rr&· \I" nnlhon m • f'l'it. 
S~U llllfllllfl Ill 1'1'17 ,111\1 ~I\ nnllroon Ill 1'1'1(, \~,· l11111f the 111\ooiUII 

tar~ pl.an"' lu•m uut ••pcr.alh•••"' :.uld m.t4Jc ,.,..,h p.&\Ol(llh ul \...& uuJ 

lulll 111 I 'I'll\ , \~ 11111iuon Ill 11N7 •n.l ~17 11111111•11 111 •l'l(o 

9 ( omm.lrr t• • 

\\·c 1\'.l'(' ,crt.alf1 l ..... altllc"' .anJ 4."4.Juapmcnl U\o('J m .. or 'li'CIJil\•U"' 

un<.lcr h.>th "I"'IJIII>j! •n.l , .. prt.al '"' <• Kl'nl•l .-., ... n,.· untlcr 

copcnlrn~ lc•'<'' ".I'~~~ 1 null1un m 1'.1'11\ , ~~~~~ nullooon m 
1'197 ~lkl ~~1'1 nulhun rn III'H> \, ul f),,..,•rut ... ·r II l•>'t~ 1hc 

.li!~fC~.lle nun1muna r~o.•ntoo~1 t.~•llltllllm+ 111, urhkr lhllhJih. \"i.Jhk 

tt".l\C\ \\CU' "'' lull••""' 

llpo.·r•lln~· 
\ .,~ 

111110 K: 
lfiO I ;u 

!110~ \ro 

~(J(J\ ~, 

ThcrrJflcr ~Ill 

Tu!ullllllllllnotn rc-nr.rl '"""""""'"'' \ ~\.1 
l..c'\ eAC'\"UhU~ ~ u'h 

lolcr'·"'' , "'" 
J'YT\CIII \l&IU&.' ul t1HIUIHUIII lr.t\C (l.I~Ul\"HI\ 

II 

We t·onllllt'lk;C<.I.a 111·\C.U <>~IC'CIIIl'llllll l'l'l(o"'•lh 111'\l loluh.1l 
Sen tt.:c' {IB\11, Cu pc:rturm \CMIIHI mfnfHMII•~o In ht Plt~j.'\ ...... , 

\t,C"\ \\C pl\"\hUI\1\ pl"rfnrmc.•-tl ltl\t ;al"'''" h'J""'""'hlr f,u the• 

\."Uf\wtiiJoiiH"' 11f lfUI tJ..ilol \C."tltt'l\ Ilk" h"IIH\ ttl th( .llH'("fUC:Ill .llkt 

\Uth<'IUC'nl •tnCfi\JIU(' fll\ "f't"t. If> p.n lllC'f1l\ IU 11\\t th.tl Utt n.._tC 

c\,cc.J ah.•ut \21llmlllrun on an~ ~ur ,\o,lu.rlo.h.Jr~··• '''""Ill \I 



mJ~ ln,rcJ'><" "' J,-., .. ~\(' 1\.1,.-J 111 f'.ll1•on u~sc. il"'"''h ~~~<other 
d<Jl.J ph'c"m .. - f~lJ1Jift:lflcnl' \\,· m:a~ tcrnun.alt: the cni.K ·~n:c
o~ .... li"UO Jlol~lllC'UI 11l .a prc;tJ('I(fOIIOCJ fcc. \o\hH •. h \tlflC'' ~'-C'\.1 

"" elK" ''"""m tur h."lln. n~c•un .an.lche FMicrmcnaccJ 

lhc- "''""' 111~ c.at>lc prc...:nh chi- c•tmutcJ 1~11 -.Juc ut uur fuan 
"'~I ua-.trumC'ol' .. , ''' IK-.trul'\cr ~I 

1'1'111 IWI 

( .aH)111)! ,. "" C'..rr) Ill·· •··" \'~luc \'~luc v .. Juc \'iii IX 

C.a•h .1nJ ccrnp<•r•r) 
~o..J'h tn\l"\lnl.,, •• , \ IN \ IJ'I s :!W s ~.w 

(),. 1>1 tU!7 1(,()4.1 7,7-IY 11.0\7 

Ochc1 ·""''' I.J \-1 I.J~I 907 Hill< 

( tchcr h.ah1lllh'' 71111 71('1 .$7(1 500 

We u'C'J elK" t .. u ..... 1nr mcchuch ~~~~~ ""ump~um• to c~umacc: che 

l.au •.alu<' 10! lln.lll\.l.al cn•lniiJK'III\' 

( ' \'II ''U n•ti'IIIC~IC\ C "'" I'\I!'>J"U"' 11x- ~ai'T)IIItl \MIUC 

.aprru\llll"'"' t.au •.aluc t>t-.o~u'><" ulche •hun·tcrm mJiurn) ul 
ch<:-.c lll•trunlCnr• 

Uta r lhc , ~~~~ '"f .amuunc I rn.:lu•.hn~ ll4:.:rueJ cnccrc•tt uf our 

J.-hcm .. curmr -..nhu• .,,,.. ~c.ar "l'l"""m.acc• 11111 •uluc he~~u"' 
ut ch,· •h•llt·l<'lln tn.acunllc• m•uhcJ We c•tun.atctlche l~u •aluc 
Ill llUI lull~·lento Jcl>l 1\.l..cJ I Of! the )CM~nJ CjU<J(I."d nurlo.et pi'\"' 
tur I hr.: 'dille" ,,, ''nul,lr 1"\UC\ 

0 IIIIJC ~"' I'> ~'u 1 1~11111 fll' Thc\C tin~n.a~l ln\ltUrrK"nl\ .:on· 
\1\C pnnt~tll nf h>llf lCiffi ce~CI\3l1lc\, IJ(hCI 111\C\IriiCIII!t, fin311Ct~! 

,.,ncr .... c., •u•h•mcr U.:r<""' and ~ferret.! •t~l.. ,,r •ubl.uhanc, , 

We h~·.cJ I he IJII \~lUC\ ut th<:\C IICffi\ un clp«tct.l .. -a\1'1 ""'" '· 
J' .a1l•hk tn.lll.<·t pn<<'\ or m•rl.cl ··omJl.lr•hk• han uluc ul uthct 
ll.thtlttu•, lth ludr ... tlh· dt~·~ I ol lnlt"ft"\t r.alt: ~\\tlfl~ unci fuN anJ, 

~J.,. u, ... L·J hdtt\\ 

F1'''< ''' , ""~~~~ 1\, l,.t'l.t'tUM. ut.lti\'AmF~-. We <lC.:n,Hmatl) 
cnc~r IIIII• '"' '!!" .:urrctll:y lurv.urtl cuncrucl\ 111 hctl~c cAjl<I\Ure h• 
•HhCI'\4.." ,.," h.m)!c "'~ AI"'· '4•' U\C' mtcrc't r..tlc '"'"P' tn rnunapc 

"''"""' 1.11.: , 'l'"'ut< KclaccJ lh""' anJ h"-.c' •rr reflc,·tctl tn 
net meum•• "'' ul t>c.,·ml>cr .\1, 19'111. "'" M<l ~on~ I' "" 111~ 
u' the n~hccn JciiHI lure1)!n .-urrcnc~ \aluctl rt Gpproumll(.:ly 

\I II h1ll111n c~' If hlllum 111 I'J<I7l ''' nf Dn:cmher 31. \loc al-.o had 
.:nlcrr..J wt1 tnh:h .• ,l r .. lc ""' ·•P ua:tccuK"nl·· lu -.:hanltc lht> anterc'l 
IJic nn nu11nn•l •n><>unc• nl \ 1'1\ nullmn 111 111'11! •nJ SS27 m1ll1••n 
Ill 1'1'17 \\c .atljU\1 tnlCI<"l <•pcnw: lu ~1\C rfic.:t In ubliB~IIUtl\ 

unJcr the '",.P' We •rc CAJ'<»e•ltu .rcJn "'1.. 10 the unhl..cl) 
c•cnc of nnnp.•rhrtndO•<' h) .. aumerr~ntc> antlchc fa1r \llliX" of 

IlK' '"'•I'' <\•l.'<tl• cht-or ~a!T)IIljl \aluc A• "' !:t.: .. emher Jl. I WI! , 
tile' lacr ,,llLIC ul I' 4."'>\' IIIICIC•I r~IC' '"'~I""''"~~~ nullhiO lc" lh311 

.. :.ur~ma: \.lhac: r\\ ,,, 1>.:\..crnt"('f "· 111'17 lhc· l.ur \.lhM' til the 

tntt'rc't r..atc ' ""OIJh '-'..&"\I\ nullum h .. ,, lh.&n '"'"''",: '.ah.k.~ 

I I \ Jlf " or ,,, 

' "'""" .... '"''"""'' """~ 1'1'1' I•.N(o 
1:-&tUII~ Ct&f111U;!' ,,1 lillhh.el~,· \ l:t\~ \ ~tlh \ ~ \tt 

l:uch:'l un "um,\.Ul\ , 1\Ute'J 

hlr 111\UIJr...l" .mJ 
t('J.atn.J rr• .,. · .u1111 

(iJtn ·~~ I I \01' 
(j;1U1 ttlt 1o.~h: t•l It ,, \h.th'\ \ • 6 

Clwr.·r Cur r•rl> rc.k:tnpiiHR 
ul hiOjl·lrrnl •.khc c ~~ 1 

GaJO on ,.&11.· ttf ioa''-<" ht 
( 'eiiiUf' Tckphuttr I 711 

(j~1n <'II '"lc nl '\~' Nrl\\lt<l. 

Tdr\ I \Inn ul "'•"' /r•l•111l 
G•m un •.1lr ul •h.JJ<'' 111 Mi\1 \\ 
Ci~tn •on ulc ul llcll<urr 
Lu,, un hrf\\ .. tuJ ~o.•N11r •• ,a... u.·lo~tc4.1 

hi lclC l)~nrtur~ ""\jUI\IIttotl I ~J1 
Oth<'r. II<' I I ·1111 

Tuc~l 

I II> I 
en. 
Nil ) 

• PhftWIII •I' ,,.., ,...,.,..,._ u,.r1- -~"..,.,.. ""' '' m ,.,.," aa .. J t1 ' ' h.:t,....._ •• h 

.,_, \t o\1 ,, ffll .YI'~ ..... IY«o w ... vt~. ift 1\oi'J f •nr..t ... \.· ·"'",null .. on f(' ... lf\.lo.ll.lr 

U·f -.fwt:tf'- l~lt••tm 

~rue~ l'fOk\f\llf" Our u:tllf," "''c nt "''"llll•t.iiHUl .wthunl ... , 

1-S hallaun "'Him~m ,h .. rc' lhc"LCltfh""'''" »1'-4• ..alluv.' \() 11111ho11 

•h•rc• ul p•rC,·rr.·,l ''"' ~ lp.il \~lU<' \1 f'<:l •fMh'l.aiiJ 11111111111011 
·h~rc• Ill rlclrf<·tl~r ''"""11'.11 ••Ill< \1 p.·r ,,., .. , 

A• nl lk..rmh.:r II , 1'1'111. ,., h,,.,· l<'l'"h·rnl 11.~7'1 1JU 
~J,f(', ul UUf t.PIHIIHIII '""-~ \\llh th~· ~~ ( lllf JUtuH' h\U,.lO~o.C 

""'" m;a) '''-Hf chr ... r 'hJH""' hnm llfllt" If• llllh• 1••1 ttu.· t.PIIIJ1Icunn 

ul ohtpu..,t lh tl1~ h•r tlh" J'~\1111•111 llltlnhltu~h ttl ln1 ••IIH·t ''''I'" 
rut~~ purl""t."' 

SHK"t\ t'l ''' lu Arnl 1'~11 . ,h.Jrcuv ncr' ~•',Jl''''t.•U J lonfr!·h:nn 

'"~L wu·ntlH" plan I hrou)!h ••ur 1411-W 1111,J I'Jtl7 plom'. v.c ~u.nt 
IUL('Uli\C' t.UIH(l' "'·II lUll ht ttUI UJih fl\• oiiHI••lth'f nnpltt\\" •. , Ill 

the lnrru etf 'l4'-L ••1\llttfl\. ''"'~ .appr'-·' I.HIIIU llt!hl' lt",lrlll'-''1 

''"'" JnJ pcrflllttiJII.r .a\\nrJ, lh<: "''Ctlll\<'' j!r•III<'J .It< 1>"-c..t 
upe.m 1crm' .-nt.l t.un\hllun' .an..J .uc 'uht.:t. l to u:n.u11 llmtl.ltlllll\ 

l.klCrllllllt"t) h\ .1 UUIU111IIu: ,.f the t-.-t..lhl uf tltf("t..IPt" 'A Ju~o h 

.Wmtunlrt'- th<" plan\ lht.• plolt1' .au1hun1•· the 1\"-lj.UU,,~ ••I up 

tu I~UJitJIJ.OOO 'ht.Ut"' uf t.tllllnttH\ "'"" " tt\t:r ,, IU \t: ... r p:n•.U 
Allluturr ~'""""''"he m_...,c untl<'r the I'I'J7p1Jn 

........ 11\01) ~rune '"' ~ IIJ>IIIIII\ under I he 1'1'11 rl•n ., cllhcr 

Uh.C"OU\C '"'L. •"J'fHHl' ut nuf"IU.altlac;.J '"'"' ''f"•• ' \\·r tw"C' 
I"'' ~r.lllh'll,un "''""'" al lr" ch;anldtl u1~1l.rl '~ltiC '" tollht' J~1r 



No1e:. to Consolrdoted Financial Statomonl~ 

uf p Jilt l'nuer th~ 19'17 plan. •tud. •'f'l"m' nnJ '""l "I'J'IC.Ot~tmn 
n~hl' n1.1' Ut•l lw .,:r-.uua.J -..1 le!'" 1hun 1.hc fu..r nt.arlcl \.llue on 1hoc 

d.otl· o>l f1UI11 ~\<Cfl(llltlle <:UW: of 0\0oATJ.\ tel llC\Ool) hm:\1 llf pm 

r~~o•tc•l cmph>)e"' "hen thcfatr lllllfkct ,.11luc un 11\c: dole ul htrc 

ot pmm,>Hmt tnll) be u-.:d. Alldlltunoll). under the 1')97 plan. th<

pcr ,fl,uc c\crt:t\e pnn· lila) not be rcpnccd or ..urr,·tldc~ ~' 
'"i'''Jct~lllllltn n.:h.m~t fur~ nc" 11wanl "ilh ;tlo"cr per >hare 
C\CI\'1'>4' pn.~ The op11011\ ha•c a ma\tmum life or f() )Cilf\ wid 
on< t.l.t~ hum the dJtc 111 !:r.&nt. We may j;runt 'llk:l o~pprcdariun 

n~hl' mlkpcnt.lcnlly ,,r lnt:elhcr with \IO<.' i< Ofl(IOil\ Stud nppreu 

• 111011 rtj:hl• pcnnllthc opllonc' to rccct•c •h•d. cn•h nr n .:urnho 
n;otullt th,·rct•l CIJIIIII htthc llfllltUIII h) \\ht<h th<- lutr nto!flcl '"luc 
omlh•· , ...... ,, •• t.ll<' C.\t:ccd• the opuon pncc. Sub~llUlttally all 

''"' ~ "~'""n' t:ranted nn <>r wllowing December 16. 19!!7. 1111: 

c\cr\1\,ohk ullcr Ollie )car on equal mcrcrncnb o•·cr the folio"'"!! 
three 'CJI" llc~tnmn~ on 1'194. we uwanlcd l!rBnlS of nonquuloficd 
\IIIC~ .lplhtlt\ "lift Jl\ tucml C(jUI\ It lent.:. 10 (CflJIIO CltlJllU)CC\ 

lnf•>n' li\0 ret:nrdmg t>pllon' grnnlcd under u long-lenn 
tn,cntl\c phon. wludt UJltred in 1')9-1 tltlu under the 191!9 nnd 

I •I'J7 pl.m,, '' ·" htll""'' 

ln.."Cftthc 

Shx~~n' 

Pncc• ShiU'C.'> Share' 

D~lcmhcr J L IW5 11.3:\(1 ~1029 n.9!il."'" 
(ir.H\1<"4.1 

I:\Cf\'1\.l'<l 
( ·.llll~h.'4.1 t tl l'\l'lh:"ll 

l),•,cmhco II 199(• 
( ir;uncd 

1-.XCrltO.Cd 

Con't·lcd '" ~'pored 
I kccmhct If. I 'I' I 
(ir.mlt:U 

•·\ch. l'cd 
C.m" k<lur r\fHr<'<l 
f),.,.,.,nbcr \I I V'IX 

( II.Hiol s Ill ,., 
I \, 7Nl.!l .1~ 

(4.)'1\,1.!741 
I I .666.36~) 

-'~.6~!.02J 
11.226.368 
(7.8~9.~.'11) 

tJ .. WJ.I4KI 
40,649.7 1..1 

'1.697,19\ 
(6.77J.ltl2) 
( 1.6311.24-1 ) 
41.1)1!\,.l{)t 

Pm:c• 

~IIJIH 

S~9 I~ 
S II! Cl!t 
S24.99 
S22 711 
SJO I~ 
~19.10 

!.275\ 
S25.% 
S 4!\ O•J 
S2.Ut> 
SJ~ 7!1 
S \U42 

I he ·'"'"c 'i<>o.l ••ptu•n' h.llc the tull•"""g dtaf•lclcrhlln 
"' ul Oo.•o.cmbcr II I '1'111 

Rcmoonong 

'\h.tr\'"" Ltfc Shnrc• 

( tLUII 'l'.Jf I )ut-t.ono.ltnj! Pn,c• lUI )eaf\1• E\CfltJollhlc 

I 'IX'•·'Il 2.1 ~o.mn ~ 16 21! 2.4 2 150.0111 
1•1'1-1 1. H17.td ~ 19 ~~~ ~I 1,.\'17.111 \ 

111'1\ ~ \7( •. 1~-l 211 X-1 (> I ~.nt>.J!4 

I ',. 'H~ l<. ltd, IN7 ~'I II 7 I 4.1!16,71!7 ,.,.., , 11477,1111 \II Ill l! I 1.()71,!71 

1' 1<1)1 'l.tlf> I, Ill I 45 ()II I} \ !,Ill 
.l I <ll\-1111 I'' \24.191 

• \\, IJ"hh•J t\1,.,., 

50 

'' ' ul l lc.:cml'C1 11 . .oll<lollunul 1
1UH'' ,1\ Jol~hlc un<lcl ''"'~ 

('fl'Jt"n" \\llh dl\ldt-rut C''-IUI\..a.lc.•nt' "-'Cr~ f~l..a.-1JN11n fl)U)( , 

I,IKk•.'I'J~ on IW7 •md 71 1.11111 111 l'l'.lf> 

All <h..:l UI>Jlr"'W"'" n)lhll ll'·'"tcd und~t the pl•n' hJ<r hct·n 
.,,ucJ on tatt<knt "tth n•>n4uuloltctl '""l upllun,. The c\cr<·o.e 

"'a thlll<jUJhlied optuon 111 ;o '"";~ appro:-n.ollun rtj:ht .ant·d, the 

related n~ht ur upuuu v.·c hJ\ r unt l'~,ucJ .au~ 'll-.·l .apptr--. 1.11t''" 

rtFh,, alter [)c,·cmbc• I I , I'NII 

J\,o!ll>c.-rmher II. l9'lX !~Ill •h,u,-,,tllh'llf><I1Wm.111<~ 

h~a\('t.,) ft'\lfl\ tC'\.1 'h"-'- urc ,,LH,l.uu.hn~ ufllkr lf'K" pl.m' ~h.an:n" rKf'' 

C<jUII) tell I"< I' Jckncu <CUIIIJl<'l\"'111111 f01r the Ull\ C\ll'\1 ,, ..... 

·'"ardell 'flll, Qntuunt "rcdt!<ed un.t .har~tcll a)IJIII'I upcr.tlhlll• 

tl<lfCthcr "lth an) dtan)!r 111 marlet pncc1." thr cmplu)ce' •c•t 

tn the '""'~ 
In IW:'i. th<- I·A'>B "'ucd h\\ I~ I, " A"tttoitlillltlttr '>tt'<'~ 

Ba-.cd C'umpculUI IIIII "Tim ptonllun,·cmcru fC'IJUirc• '" 111 ,.tl.u 

loolc tht• \,1111<' <II '"" l npltnro• ut lht• llatt• nl 11•ant to \Ill~ .on up111111 
(lfllllll( llhtlicl We ha\C ctc .. tcJ the "pr" tnnu,o. Jo-.·I<"Utc <>Ill) 

npllun r•:mnllc<l under I \!\ 111, omtr.ul ul rn••rJo11~ .och.li):C 

h11tf'C'"fUfH+II\. ·I' \hU" II hch1\\ 

\"- r'-1' 'fll."-1 

l'\\•ll•tl\.l 

l .. vnu~" pt..,. ,,h.JA' t-\" 1\.1"' .-t-.~ ~1\k. 

•\' "1"-onnJ ololut<'<l 

I 'no lmru """' 
I 'no flntu JtiUI<\J 

\ 

I'~ IX 

t.folllt . 
I \ll I 

I ~7 

l ~'\ 

\ :~ 

l ~I 

I '1'11 P~"H• 

! ~·H, \ c I U 

~ ~h: : Ill' 
: ,,., I 'II 

:Ill\ I ~~ ~ 

~ fk• I 'II 

~ U\ 1•11 

l:lc,·uu\C' tiM.: I '''> I~ I mrtlwJ ol ~nuunttn)! h~' '"'' l'Ccn .tp~l. ··I 
"' up!lt~l' gr.uttrJ prt<>l Ill Janu~t) I . Jll'l~. thc II'•Uihnlll"" hlflllJ 

"~''lllJXO'atum l•''' IIHl) not ..,._. rcprr,cnlulJH' nf lltJI II' t-..: <''llC\.InJ 

tn futun· )Cllf' \\(' . .UJU'trll f'Ht lorm.o m·t 111\"111<' I·~ •It• ulcnol 

cquovulcnt• <'\pcn...-.J '" J 'u11~hk piJn 
(h.Jr 'Al"l~htt'"J .tH"fo.~)!l" -'""UillflCIUil"- \h('l) Ill lh(" flrli.fll~' JIHII\J\•1 

... nJ tc,ultm~ l.ur \Jiut"' \\etc J' htlln"'' 

I 9'1!( 1'1'17 I',.H' 

R"~ tree t.ue ~ (t ''· 
it.!~·. \ 17•, 

I· \IICt:trt.l <l" ••kt1<l "'·ld • ~ h7'. I 7J •, I \H'l 

I 'JlC'"' ICd t1plltU1 Ill\' I Ill~~~''' 
(" itlklllt til\ 11le1>.f CtjUI\ .oknt' I 4 10 I 1~ l ~41 

I 'C\Jl<'CleJ Uflllllll hie lilt )<'UI\I 
("ilh dt\ltklld <<jUI\otltnh) \ .j(l \ !NI \IN I 

[:,pc:.:trd <l<ld pr~<t' '"'"'"''' ~.J ·' \'i : \ ,,., ~0 '"'j' 
Grunt tl.ttc 'uha· 

(«11)'1;'111 dl\ lllctkl Cljlll\ ufcnt, I ~ Ill •11 ~ \ .jll ~ .. .j!( 

Grunt d.ltc 'aluc 
I"' ot;, ut\ ukrsd C'~Ut\ .olrrH'I ~ I\ 'J5 ~to II .. ~'N 

Tlw- ,,..,..,, 1111111•·tJ ""'''' 111~ "'·n..t "'~''",.''"tll' ,,.,.,.,, .• • ... •'' •·••1·11t,.,.., .,.,,ar., 
tn lW., t •, m I'"''"'"' :•·~ '" 111'Ko •ccC" ,-.1-\nl ~1uum•O .. I~"' ,ln .. J.·na.h '"'""~ 

*" hk t• lh.:- .,-.coura..\ •·~' ' ua..- .-,~c.c.J hie u( th< ......... , 



13 Addohonol fononcool onformo1tc11> 

L li.'\Xfllhct \ I 

I ')<IX IW7 

Or her <tmcnl habrhur• 
,\n:rucd p.l) rnll s lc·~ ~ ~~ 

t\\.t..rU..:J IU\C' 1,4()~ J71\ 

,\\JHIOI.C hrlhng~ nnd Cll\l(>niCI ckjlO\Ih 370 171\ 

Drmlcnd• p:l)~tblc JSI 1~0 

A<cmcd rntcrc\1 Ill~ 1~7 

01hcr I,Cl01 I>~ I 

Turo~l ~ J,.17(> !> ~.::!~0 

lntcrc'l pa11l \\.U S555 milhun 111 1~11. S~H nullwn 111 IW7 
und S~J nullrun 111 1996 Ad•cnuing upen~ wn. S211.\ nnlhnn 

m 11.19!1. S35J m1lhon rn 1997 and S:!70 millinnm 1996. 
Nctm.:nmc ,..._, rcdu~:cd hy S56 million 10 19911 and SN 

nulloun rn IW7 ;u ij r1:11ulr of n:cla.urlicnuon of ~:urrcrK') lr:&/1\la 
11<>0 .WjU\lll\CIII\ from (lthef cumprchc:nM\C IIIWniC Thl\ ll'\UlrCIJ 

In om the -..Jc uf nor TCN7 IUld MAT A V ~ Pft'' 1110\l) do>~.ll\\Cil 
Kcd~•lli~atn!O\ fmm •tthcr compre~n•t•e IIK'OIIX :t• a rr•uh 
nf •ak• nl -.ccunuc• dod nor cuccd SIO nullu>n 111 "") )car 

14 Sogmenf lnformohon 

We luf\c thn:c tCflllftllblr '<511lcnr• .a• ddmclll > I•AS 111. 
··ni'<Clii•<IIC\ AI><>UI S<!!lllCOI\ uf 1&0 l'nl<fflnliC ltnd Kclurcd 
lnh•nn.lllnn "Tile) lilT nnnmunrciilll>n•, rnformullfHl and rnlcr 

r.unrncnr. and rntcm:tllon~tl. Tile communrc~1~ ~>egrnenr p«l\i.Jc, 

1dcnm11nwu~.uuun• t.er. k-e' )UCh ~~ hrndhnc tclcph<)IIC ..:n"c. 
<~lluiJr relcplwnc and pagrna ~·c~'· and call mann~cmem anll 

dar" -en r<c' to bu\lnc•\ and rc~ldcnt111l .:u\U>rncn pr1manl) rn 

It~<" ''"'"' ,,r lllrmll\, lndillllll, MlchiEZAO. Oh1o Mil W1•.:orurn 
Cummutuu>unn' .en I(C:) ai>O 1nc'udc network II;('CClll and m~r 

, .. rur.·<'loun \Cf'\ 1cc• fur ullcrexchangc: camen and 'om(leiiii\C 
pru1 rdcr' nf lr~c:Dllclephonc w:n 1ce. The mfumwll<lll und corer 

r.unmcm !>Cilmcm pro< 1d~ prrmcd and unlrnc dtrc<·tnnc• h r hu•• 
nc" ami rc•rdcnual u-c11<. >e<:urit) 11nd ala~m munrtonna t.<:f\ ttc• 

lm h'"""' 11nd bu•rne•\Cs, lllld l.'ablc TV \ICnicc:s The: 1ntcm~tounnl 
•q:m~nl m•n.ljlc' our tnlcslmcnl> 1111 forc1g11 1cnl~>. ,.hrch 
"c a<·cnUill lm u•in~ lhc fijUit) methud ur ...:couniiOII In uddllllll\ 

Ill lhr\C ll'J>llrtabtc \C{(IIICUI\, "C dcri\C I~\ COliC• frum Ulhcr 
lh olll<'l"'rt,rhk .cgrnenl•. llh:IWIIIJ1ICoi.\C frnanctnll \Cf'\ I.:C\ 

( hu u.·pu11.1hl~o• "'t:fUt'lll' .. ate- '-lf.Jh.'~l~o. hu,IIH.'" omh ur .t~.:u.· 

,.:~num' ,,, ,u.uq.:•" 1 1..1'\IIK'' unat' th.u ~•llt•r ,hfkH'CII peudu"" 

ur \Cf\1\('' lht•' .u~o· u-.m.a.,:L·J ....rJl.1I.JI<"1~ h~a,nl ''" dJIIth*lh."l'' 111 

\.U\In11l!.."l tM\t' ''''''~t-!'' nhj\*"1.11\\'' ,11 h.')tUI.uur~ .. ·anllt'llltu:nl 

\\'tth the ("\\.C"piHHl••J tht• 1 111("111\JIIl~O.II 'M.'l-!111\..'111 lllo.IU.I)!t"l1ll"l\1 

(;.'\olJUJl~\ '-Cj.:lll\."01 (l('Thlfll\4.10U' ~.1'-C\1 UJ"lll Jru:, I lllill~lll 'Ailld• 

ft'(lh.''('tll\ IHHII f('\CIIUt'' lc,, ,lU\'f.. I \."\ftrc"r\\(''\ .lllllhtll,lhh: II' lttJI 

\(~UlC'OI •(l•,iJhtr. .!'<." IHUitiJ.II/Cilt hH' ''fk: 1111\C' llt'Jl\' ~1.u1.1~CinC'Ill 

Jue' 1101 .lllt)\..t1C' ~ttr(~lll.llr 0\t"tfu.·~,l \.'t"IIU~I11cJ tf1hHfll.liH'Il 

te,hndtn~~ til) \.U,I'\ IIUrrt''\l llk.IU1h;, IOICT4.'"-I ('\,'CI\'t" udu:r 

nunopc.•rutlll)! ucn1' '" m.:umC' tJ\( .. "hen nwo~,unn,: '~,.:menl 

rc,uh' Cnrrur.1lt: ,n,rh.:.uJ .mt.J II~"''" M\." ''"'\'11·'' ·'"·,••rh.tl· 
Ul)::. tlC'111 an 'h<- f\"'tUh.IIIUIIHt1 HI '('):tll\'111 ptuht h• \.t'll'''ltll.lh."'tl 

upcr~hr\•• '""""c hd,·•' llu• ini(/II.JIIIIIIJI '-C'j!lllrrll I' r\Jiu.u~,l 

hn,clf Ufi tll\.-tiOlC.' lrPHl \'tiUII~ IIW:Ih,"-J 111\t''lc--C"' h<-hll~ PIH.'"·IIIIt\" 

IIC'fll' flu: ol\.\,tiU111111t: Jlt'h''IC' ut Ilk'" '("~IU(Ilt' ,\h:' i!"'Ut'hllh tlh~ 

'tlmc .._, lhu\ol" 1k~nhcd m ~.-cc I h'llt"·'lnt '' .1 \UII111Mn ,,f 
tnhtmloshnH .thuo1 "'(ffll<'f11 prnhh. "'""''"..and l.JptiJI c.·'r"·'lh.h1urc' 

IIIU . .'Iudln~ t~J,H\C''-'- .t-."'UI'Hh•O'l 

I•NX 1·~1'/ I 'I'll> 

Kc\cnu<' Jr,,lll 
C'\lcnul '"u'''mw1 ~ \ I\ I~ I I I :11~ ' I ' .. '117 

Inter "'('J.tllk"'nt rc~' c.·uul~ .. l~ll t \ 1 IS 1 

~~·prct MllnU .urd .. HIIIIflll.tll,tll ' '')X ~ ~.,( ~.~117 

~t"l 10" UfllC' Ill 

njull~ ·mrtlu>J 111'\''"C' ~ 

'kl!lliCill 1'1\!111 (t,Ob" \\hi ~.!\II 

ScJ!mcnl "'"I' l 11,l\'l' 1'1,11\1 I~ lllol 

E\f""lldiiUt<" '"' 

\C~IU.CUI 'J'-'-Ch ~.711: 1. 1'1~ ~.IKI 
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Notes to (onsollc.otcJ finonctol Statement ~ 

ulnll~' 1n rmll1u11' cucpc f1C1 ~·'.: <~~li~l\lnh) 

lntummtuln and entN1lllnmcnl l'rnlot 

I'.Nk I ')97 I'J'H• !'I' IX 1<1'17 l 4Nf• 

Rc\ cn\Jc."\ frum CnUIUIUIII\.oUhlO\ .uu.J 
ct..ll'n,.tl ~u,tomct' s I.'J\1.\ s UKI s 1.-11 ~ ml urnlo.~lluH ..tOll 

lmcr .. q:nwm n:• enue• 'I 1 ~ t.·utcn.unmrnl m.ar~tn' \ h ''1' s h ·~l'l \ " II! l>cpr•-.:tattun wtd :un<.tnmuj(}n 177 1!4 7~ ~ l ar~m ln•m nthC"J 

Sc~n~em pmfit <17 -IM~ ,~1 ht.hiU('' iJ!:tl\ tLC' 'Jf I ~~· 
Sq:rncnt ll'-<'' 1,1\llM 1.-11! lh~ ( PIJM>t~IC ,J11J dttttiiiDIIHII\ I~ \~hi ·~ ~ .. "'' II . lo.'lf I 

L•pt"mhturc' hu Opt' nil 11111 m\mTtc 1-c '"" 
-K'HIIIC'IIt ... 1\'('1\ I lito IJIKt> 14'1 1(\.(' ttlltc.• IIC'I11" .J.~(I ... lJ~h~ '~·~ 

()rw.· tun< ucm' 

111 ''J<foU:U): trk.nrOC" tlll-il 11•'11 

1nltmiiiUmul OJ'Io:IJIIII)I 111<:11111(" 
-1 "" 

I N<l 1511~ 

I 'Nil IW7 IIJ<H> lntrl(\1 1 •ptn.c /ttl ~~~~ ~ I J 

ltt,llllll' lmm eljUtl} hll"tl~ trum lnt~rn.Jiu•n..tl 

rn~tht,J lfl\C\ll"t"' s HI: s ~11'1 s 2.11 \'\11111\ ·fHl'thuJ IM\ (\(l'f."' ns !11'1 111 

~c.·~mc.~nt ..l'"c" 7.·HK 1.\111 1.~h2 Othn tt~<:nrnc cc'fX'""''' ~,. 1•7 7~ 

l:\lk:lllltturc' lm Olfii'J liJIC IIIII<' tiClll' I 1>: I \-I II\ 

'-CflllCOI """'\C'I' J.l-1.\ K'l!l llrrt.l\ Hh. ••rn.: ~ ~.h t7 ~ \.ht..J .. If' 

Other''' til(" .U.:ll\ lhC\ A'~'' 

l'l'JK IW7 I':N(' I'I'IW I '1<17 I'I'HI 

R('\Cnu~' lrnm lt.ttJI -*"CI' lor 

t.'\IC:r-rt.al ~thltHHt'f' \ ~~~~ .. Il-l s It 1'1 ICf"lnJhk "''):IIICIII• ~ 111,211~ \ ~ I.X~ \ \ :I. 7-J.J 

l<t.7H'"IIUC.'' II Hill UJ"~fo\110}' 011...:1 a"cl• ,., ... , I 1')1 'I~\ 

"(.'~11\c..'Hh 'J1 71 \(l Curpur~ul" ·''""'" 1111d 

l>cpfCt.I...IIIUfl .mtl olmUni/J.tiUO 1.10 10'.1 (I'J cltmanJIHllt" tl IX'• ~~~-~ I .Il l fJ 

Pm111 90 77 t>-1 lcttal "nlhllltt.l.uh:d 

'''"'''' I ol7'1 1.1'11 '1~\ ._.,"".'' ~ 111.)'1'1 ~ 1~. \ \IJ ~ \ 1117 

E \('ellt.hturl·, hu 

hm~ lth•d ·''""I' I.W IOJ 117 
( ;t CHoN \I'll It I'UUI.\1,\ 110' \\t: huld 10\l'"tlll\.'Hh Hl 4..'01111('' t•r 

f ~lJitn' m~ .m: rcnm..:al 1u.twn' ul h.:puruahlc 'C~rucnl mtumuuattn t.UftdUt.l UJlCI,HtUfl\ Ul U llUtllt".l\'1 Ul t..HUOIUt'' UUI\I~k lhC' l IIH\'tl 

IU liU,IUt..·a.aJ ''"lh.'IOl'nl .Ufl\•\IOh ")tal(·, Sul·h.I.Uitl.tll) otll ,lf uu1 "' rr~..s' 'emu,.,., .ut· J\.t.uunl("tl 

lnr u'tn)! the r,tu•l~ tnc·th(td ,,f ..k.\nU:Uiu~ lflhkt "'""h \\(' •In thtl 

~l'' l'lttlt'' n·c..Hu.l lh<- h"'\('f\Ut.'' .tlltl c'\pc"ll~' ul tlu.· \l'I11Ut<'' m uur nprc'tolfana: 

I WI\ 1cn 1'1% r·t'\UJI, r'<"r P\nu.• .2. I '>1""-''"all} IC'" Hun I' • ol t un,nlut.slt:J 
lu1..al rc\-.'iHh"' hum tt'\CillU.., lur ,,U \t.'oU\ JlfC"oCn1C'd .&f\.• lrttf\1 t•Uhlllr ft ... · l IUIC"\.1 ~I.IIC'' 
rq>n.lo~t>lc -.:)!111<'111• \ 17,.:!71 \ I!\. ')-1~ s 14.1«17 

01hcr n('('r~llm).' h"''t"nm·' ~411 11111 I-I~ 
A \umnun 1tf 11111 lon~ h\('t} J''<"l' h\ "-tt\JIIIr\ '' J · lnllt'"' 

( .. llrf" •1 ;.Ill' H.'\ l'fUII,'' l.ttll)! ll\t"d .1""" 
.md C"l lnlln..tlhllt' rl6~) ti~.'J c.'SJ fl/<1)\ J11-17 1'1'11• 

1 "'"' '""'nlocLtc·J l lnucJ -;'"'"' \ 211. 11'1 f'l,ll'J1 \ 17 .1• \N 
lt'\fo.'nUC' s 171~ s ·~-'1')!1 s 1-1.'117 lkl~llllll 11'11 :.s.! li•Jfl 

Dcnmo~r~ I ,.lUI 

llun~~t) "~ \flrf, h\'1 

/';e" /.cal~n·l ~I I r.711 

( )II~• "nuntru•, It ·~ 
\\ 

lnt~l s 1'· '"'' s ~0.7'1C) 1'1,•1011 
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Pwu111 ,, "HtN\1\110' M11't ul nur r~'cnuc• arc: tkn•etl fn•m 

thl' !'""""" tnj: UIIJnoJimc tckjlh<>OC ....-r\ll"C amJ \Ufputl10ll 

pr•..Ju.t, Pn..Jud' "' "'" 1<''' that nltltnhutetl mun dan ~'l ••I 

uur • "'lld.tt<'<l '~'~Ill~<'' ·~her th.m thtN: 01 uur l.illldhnc t~l~phonc 

hU\IOC'' ~tl" .1\ htlltl\\ \ 

IIJ'Jll 11197 1996 

Cdlul..r .1nd 1 .1):111~ II'-' II'> ')'• 
[) J Kr; w •• ~ uta. 
~·~··~·~~~~~·~0~J~\~~~rl~I~'I~H~f--------------~~·------~o~------~o· 

11NX 

I'' ()u •• n~• 
~noJ ()I,J.trl<l 
\nJ ()u.ancr 
.lth Qu.lrt<r 
l<tt.ll 

J<J<P 

h• ()u.mcr 
~ml {)tuner 
lroJ ()uun.·r 
-llh ()uurl<'l 
l uiJI 

Ope mung 
. ..; \CIHit"'- J n~HIIle 

~ I ill 

-I .~K<J 

t.2'Xl 
-1 ,.1.1~ 

~ 17.1~ 

) I.KW 
I,IJK6 
J,t)(lll 

-1 .1·11 

\ 'XJ~ 

l.lt>-1 
1.06~ 

1.11111 
~ -1.193 

s 911 
1,().11 

962 
KIW 

Otlutc<l 
Net l:.lllltni' 

ln<:11m<: per ~lwrc 

~ .j,l)2 

1.707 
(,.15 

762 
~ lb06 

~ 

s 1)4-1 
1.~ 

u ~~~ 
Ubll 

s '2~ 

S () -IK 
Q.jl} 

0~ 

0~~ 

nw lor't <ju.trt<' t "' 111'1K lllllulk• u <lllC·IHllC prc:taA charge ul 
S II~ m11lrun t \I ..I mrlhun .tJtcH~•) for rc•Uullunns relAted to 

J '"'"' .:ull\Jtnn~t·nl pru)!r•m. '"""II ,s., il <>nc· ttniC pn:ta' di&IJIC 
ul \~~ nulhotn r\ 1.1 nulhun .tllct •ta.\1 fvr "~urrclloC)·rcla~ f:ur 
'o~lu~: .u.IJU'III'l"nl 111 "''"JUil<.Unn v. ath nur Tcle DJnuuuk tnH~:\l 
111.:111 rhc ,,·.:tttld •l"•'ncr ul t•><JK tndulk• 3 nnr·llmc prc:lll\ jtllll 
ul \I 5 l:>tllll>ll I'> I Ol:>1l111111 .Jftcr· IUJI.) rc:latcd hi tl\t -.1fc of \Ub,Um· 

lt.lll~ .til ul our I ( N/ 'h.arc' n1c lnurth lJUdrtcr <If ll)9X tn<.'ltlllc:' 

,, ..... IIIII<' I"'"·" ,h.urr ••I \lllmtlluon tS~-1 nulltun ollcr ''"' 

hu IIH: "'"" ••I t•urh u,·Jrmplll•ll Hf lun.,:·IC'ml ~kht u,, \\CII ~' 41 

prciJ\ ~·"'"' ~170 nulltunt~lll2 tn1ll11111 aftcr·UI\) Ju1m the \.ollc 

"' <Crtatn trkpl Ill<' JnoJ dtr<·•·tul) .1'-\CI\ w Century Telephone 

l:nh:rpn"''· In, 

111<" \CL<IflllljUJJlcr ul I'J':/7 md...J~, J ,,,.. tun<' Jil<'t •l.l\ 

dur~c ul \K7 nul hun tcl~lcoJ to""' '"""' ••I 1111' ""'' o•l J ""11.. 
I<><« rntn"'"""il Jtlklf""""' Til< thuJ •tu ..,lct ttl 1•1'17 lltdu,Jt, 

J oii~·IIIIK' J>r<'IJ\ ~-m of \~2 null tun 1\17 11111lu•n •11tr ·IJ\ 1 

rc•ulunF '"""the ... de uf 1101 tnlcrc•l 111 \lo.\ "•'""rio. ft'ln '"'~' 
111 Nc" ;,.. .. lunt.l \n~tJI other •1):11111<•11'1 "'"'"'" ,woJ npcn\C 

ncm• "err r<'fltlrt<'<l mthc luurth 411Mtrr ttl 111'17 """•·•cr. th•· 
OC:l ft*\tdl "II' 11nl ll!.llC'IIOII h• fC\Ulh lnt lh,• qu.tlh.'l ur \l',ll 

\\.'t> L..th.ui.JtnJ r:-.J.Jrun~ .. pc1 ~hurr "" ,, yu.trh.·r h\ liU~ncr 

ha"' 10 ....... oJ.Ifl\& ... nh c;A·\1' ()o.trll'rl~ I I''> II~Uft'\ IIU\ 

nut tul.al f I'\ htt the \t .,~, t.luc In fludu.all•tfl' m th"' nuu1hc:-r 

t)f 'h..alt'' UUhhHldlll): 

\\.(' h .. l\C' "" lw.h:.J .all .uiJU'&nu·nh IM."''f'"·''' htt 1 I .au "l..tiC'In-.·nl 

"' ·~\lilt• '"' ~ ... h ........ ..~ 

On Mn) I I. 11JIIh, ",. i"tntl~ •nn•oun,~tl "llh \II\ 

('t>mmuni\JIIIIII' lm t'\IIC't a Jcltntll\r ·'i!"'rlltrntt" tn<'lj!<' 
Wl Sll(' •uh-ultur\ "llh Arncrnc.h 111 ,, IIJn•~d lllll 111 •IIndt C'.M.h 

t.'KJI,tlir~.hnat ,h..-rc .. 1 AmcntC'\.h "~H1ll1hUt , .. , ~ tu-thc1 tll.ln ,h.uc.•, 

n ... ncJ h\ t\IIIC'III<•h \II(' lll then 1\''f''dl\r •lll"llhJII<•I <>Ill 

he: t..ttfl\rnt•,l mil• .and c\dun~nJ tor I \If• .. h.tl\'" "' \ lH ~o.nnunun 

''""~ ,\Iter the llt<."ljlrr, i\rtl<'ntcdl "til t..· " """"' ""ned 'uh 
•IUtar) uf \HI Tl>r trtlll'-'<llnll h.t• ht'•·n UJ'I""''''' ''' thr hu.anl 

uf (hr~c.·tnf' anLI ,h,ut'C'it\UlCf' pf c.Jt·h "'ump..tn' II '' mtC"n\k"'tJ 
Ill he UHIIIIIIIrcJ loll ,1\ tl JloMthllj! ulontrll'\1\ ~1111 \\Ill tjll11ltf\ l<>l 

fetkr4-ll llh,urm.· t.1\ purpu'c' .. ._ u t.l\ lrr-~: ,..., ... ·.tn11.t11ttll fh,• 

mc:rt:cr " ... uhJcd h• chr '.ltP~I.h.ltttU ttl ~ocrt.•111, t•mhlhtU ... uH! 

fC~Ulllh\(~ .&Jlf'K"U\ olh 

"fhr' lr.&fh\ktlllfl If .t(lf'l'l1\nJ ~) rq:.d.:'"'' ,uhl t.uruplc:tr\J , 

\'-Ill "·orhlllutc .a ,h.an~t' an -.unlrul ttf ctw '''1111'.111\ \11,~ Pltlh'lf\' 

~ra.ntr:J tn t>tnJ1h•\c."<'' prt·1f tu •nut.IIH•fl ,.r alx: ut~o''•'".' \(",1 lull\ 

upnn th<• "hwn~\· ~~~ "ununl ;JnJ ,crt..am dt..aii)!C 111 , unUt•l .a}!h.'c.' 

men•~ .mJ cmplu)ct· ""'"rr.an~c pl~o~n" O..·, un, .. · '1("'-"l.tll\l' 1 he"· 

l.if'Ccmcnt~ .mJ pl.111' h_.,\r hct<n ili.·" nt":~lm ""' 111"'' tc.'4.<"111 

pht\) 'tUIC.'IIH,.'11I 

\\.(" ha\t' l.IJHhJiilt•d tiU("I.I IHt*l.'t'f h J.ll\'1..1 t , ,._,,., . t~')!ll'~.HHI._: 

oppn•\tiiiJid\ \." tn1l11oll J\ ol l>.· .. ·tnl'<'l II l1i<lh JO:ntlm~ 

.urnpkthllt ol 1hc nt<r>r• 
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1\Qord ol Drrctctor\ 

Modwd ( N.o~rh><n 

f\l.~o:."""-nn.ao at.k.l duc_f C'•o."Vt~"" ufh.;"f ul A1ht'IU"-h 

llDl< IY'U. P«•kl<ntlln<l <hl<l """"''"~ tolr~<<r 
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8t11198~-IW1. \ ..StUU\ upctdli11U\ 1'''-IUun' 

1%'1 NXY Llun.h~ A••• <'<•P<•.trun. ~'"'' 
ft11C"~l. .UttJ ("11 A""cllle'\.t\ Jllfih.M '-Irk(' 1~1\ 

lk>cW<l (' Clait. 
t\1 • .;h.atmw1 cnlenlu" nt !lou'\C'b.'l,llnlrrno~llun...L.I 
ln.: "n•:< 111116. < tl.atmwn 1'111-l IWI•. , hrrl 
r•«umc ufll..cr t'n\2 I'N-1 l}u""u" Aroi\Uoot>J 
\\o~IJ ln..loblltr•. ln. . 1""" PMI Gwur. ln. 
~uuow· ln.Ju\lrlc.. lro; \\.u'll(r l..tml't'rt C'••nf\llll 
'\rn<rtt«h IIJI't\.tur "Ill< IVK\1 

\khw M t~~~~.•Jn 
1\J. ,h~rnriWl m.l dud C\t\.UU\C ofll.n ul 
\\omcr t.....mb:n ('nmpany wn.x I'J'II ~r\1 
.uk.l ~h.K"f "~ .._.rr--.-..:r 1'*$..-~1 r>ltft_.,i •. 
Warner t .... mbc:n (\•llf'Oll) 11>c Cllll-r M.u1lwt.on 
C"•"f"ll"iiJHWl. \ In")' (\1f~t4lf1 An'ICTuc,h 
Jl-1<"\:h'lf ,., ... (' tytJ.J 

ll•n• 1 ll<.>lbont Ora), Ph 0 
Ill!. f"C\ldcnt Clll<'riiUI ancJ llllrf) Pr•tt Jud .. '<l tlr• 
una~u•,hc\1 \Cf\ k.C' pnlf014W ,.,~ hl\lUf'). Una\\:R11) ur 
('hh.•i•• ""'eiWl, jl«>l<lcnt 01><1 pn•l~- ufhr>l<") 
l'i1ll-1'11>' Ou-...tor. Cumrnrn• tnatnc Cwnp.Ltl) 
ln. J P \lllf~•n & Co lno.~Wf"ll'ltc.l Amcut«h 

Jur.hlf ""'' 19H~ 

Joll'"k'~ 1\ lltfw.kC\rUO 

M. ""tuunWt "U'"-:c t'JY~ onc.l duct ~'a~l1\r 
•••r•:cr "nee IY9-! "' Cunumta Enarnr CUtnP>n). 
loc . p<c\Kienl IUl<l dud opcraunr uf(w:cr 1'177 III'M 
l>orr. h ... Cunumn• tnarnr CtiO'l'JII), Inc 
fntC'nL.tll.tJ44111'"'r<'' Cumf'Jin). W)d'"~M'I full ftk', 

R.~un ar>llll""'' l'uml""'>· Arntrn<oh J'"'"• 
'11"-"C I'IK\ 

\hcl.t.>n II l.uhM 
hl} f~~Un.Jtf I.Ut.J "h.,uruwn til I Uh..u 1\: ( •• \ll""t 11177 
.Jill I \.h,urm.tn o11)il c. tu,•l l~\\"\ Uh't(' •ltlktt ,,fl 1V1\.1Ut\•) 

\ ... ,,1"""''" lfM. "'tkc Nl\1 l>ut'\.lttt (.'btl"-~ 
( ·,wup.snu·' lt-.. I tr,l.., (\wplna.uon. JciiCfle\ C.tn~Up. 
ln.. M••'-"'hU<CII\ Muttal ul'r 11\\uran.C romi'"") 
MGI( 1n•Ntne1lt C'rW'f"ntl<lll. Wc.&Jhethonl 
ln~m.&11<~l I no. r\rntntn.h rlrtc. "" ""'< IW l 

I )lUI,, M.ultll 

''~ • h.ur "' '"" l>cl .. rnr & l<.,.h< U P (''""'"''' f<lf tht 
\,h..u"'(UK'I\1 ,.1 Wnmcn .a.mJ tld\t)Of rn the ,;.nn ~ult.c 
IWl u.,.,., dwu 1\cllo•Bt \<houl ,,f llobn•gcrncnl. 
t\,lf\h\\C\lC'tn Llnl\t'r'll' ~1""-t' I'N.1. \ 1.\ \t'\rriAI) ,,, 

L•hott l'NI 1'./'11 lltrt'\h•.ll•.n:ooun (i<tlCral lro; M)<irt 
,,. ... ,. In, I he I~""''' & (>olllll>k ('o>tlljlOII). TRW In,. 
".atH'4.t" I hn lu' I una.h \mC'nl~h dtr«tllf \U'II;( ~~\ 

\1thur ( \t.\lltllt."/ 

'\~1 .,h.-ut- '' ... ,..,1, hh'l •••t•,.uh~ .. ooll t. ,., ool '<'.U' 

t(,,.,,, ~ .uJrrol \ • • \Utll.l' 1'1'1'\ t.h..IUTIUJt .u-.1 ..lth'l 

(\\'"\UII\~o uJfh.l'f ''' \.t'.u .. \lndundh. CoJHUjl 

I'N~ I'N' I htnh., ''""''' kt~·hta.. L .u ... t l .-
1 ('~t~l Kr"'f\(' n.rnL t~f ( hh.4f•' \!Udll!.t.h 

llH" hlf .. Jih c:' 111'1\ 

Juho 11 \Sd "~ 

'\ pU;\H.Ifl\1 .Jn'*J ,fut"t cu·,uU\t" ·•IIUC'I ot 

lf'\'t>.'"l t t JWl,lk\lllt' \llhl" 1'1'11\ ,h.UIHJ.In 

•n.J diirl fiH',IIB\'' otllh\l••llt \'l l•'t 
ltiMI .. IM\iltl' Jll~' l1i"i"' l•lf\'\.lPI 11\,)o,.tl'l 

• tU(J'\lk\fln' t ..ut.Jan.al Hro.1ltt• In, l,·,.k,~J 

llvmc l n.an \h•n~.l&:C t ''''"".lltnn P.t'm~nh·d• 
I"'- \m'-'ruc,h .. flr('~r.t••' "'"''' I'I'IJI 

hl<lm I, tluf 
,_ .. \h.illltl.lh \."UIC'liiU" otf ltw HI (;,.._~lldl 
( tlllll),,"\ "''""" .. l•rJ1 .. hAtlm.an IV"N ,,,_,, 
,hatl r\"Uit\t .,,.,,..., N:') I'Nh llut·, h., 

"'\1\Mf 0 l!kPtl""lllt~l t ••'If'"' ln.tu~tuc.•, In, I h: 
(l,c,.u ('nlllfl-'r1\ ,, .. ,,h A. \1 .. lt'llft.tl' t ~•fllll.Jnn·, 

lrh lWV. ltk \nh.·n•r .. h .lue,h .. '-llh4"' 1'1\\ 

\ U.orl\ k•rkl 
'\4 (\"Uti\( \ lH' l'ft" ~kill '"f~.'I .. IHIII 

Xctu\ ( ·,wl•~ :lt•>fl l 4rl' Pl"'\ l'h.,,,l.·w ••I \ n•" 

l \ \t.ulC'Itlll C 11"''1' 1'1\' 1'1"1~ I'"'""'"" 
\~ho tU I .t~tf ... htll<'- lh~.tlo\.'\'\\dlln .. 
<\HII:Jih',h tlttt"\.h., '-''"-'' 1'..-J\ 

1.41Ufl I) >\l~ft'"' 1\ "' ., 
«tl tlt' .. H u.,., \,h•"'•1~+1 Uu ''''-''-"' 'IU\ff\H~ ,,, (~It 

lulUiol .. 1 IJC'I~t")('\ IO~o.C.' f'l'll'. .,lfk.l j'l"ln\Pf 1'1'~\ J\)11}( , 

twtutnJ.I \"\.I.IO,oUII\. ....J\1~1 It• f'tt'\tJrnl t•l ' ntiC'J \l.th'" 

IW~ IY'Yh. t.lull, \\ htll" lluu"': ( tllJn tlo•S lo..t lf~>UIIm 

..\o,.ht"C't' IW\ JIJIJ\ ll.u'""' l .t,Hh.~l• ......... I.U,. ( ... up.,uh 

IIUJIU..U (ic .... II'1'C ,,l("llt.,C"\ .... " ·-· ,,,. \t.utk\ I"'""'' 
\\tUct ..\ (·,, \ltk'fllhh ohh .. lt"l •llh 1•1'1' 

J.uht''- \ l 11(Uh 

~.., 1•-un.!tn¥ 1 Uth.w.-l••l \kr11m ( .JI"'~I <•''"'I' 
l l ( '\llh..r l 1N>I .,h.tlltl\.sll ..tthi t-lllil '"''"''' ' ' '' 

ollhn ,,, llu''"'l\.,1,.••.JIIPII l'i'l(l '1"1., ph·.,.ttl .. ·tu 

.• md ,lud ''1'-'f.tltn~· ••lltt-t:t t•Jl'\'J t•rAt lh'"-""''''' 

II"' ... \nS..·nlt,.J lii\UJ .ilk to"" l t'tHiW• ~ til \tnt,"fl".) 

\uacr•t~.t. d•r-.·t.h'' ,u,.. .. 1'1'~\ 
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lxtdru I> 0111J 
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f.tt<·h ... rJ \\ l'chlk( 
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c.o c\null'r \h.C fWt"'-t~nl ttjulahlf) anJ 
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JtCI 'uknl , lllfUil\lllh oal)ilf1'\ anJ tOIIICtu.tiM1fl 

p«<Ju..t• -nt•• IW' 1'1'17 M II A 1\lH 

fi·•~un \ ~UI\C'f'H' US UU)II\C'' 

A.Jmtnhln.ltlln l~'l\1. llnl\ r,..tl) <>I KrniU.:l) 

\ !'"'"'~ C•mph<'ll 
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Rnbcn N. Ct><t[lC't 
Pot"Lftnl 
\lh<ll"' h \I" hoJm 

l.lk11 M G.mJncr 
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\mttltC\.h \\.-'t~UfhU1 

"cn1 A l.c'bhcr/ 
~o.Jrn1 
o\mttiiC\.h ln.Jt<tl\ol 
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Amcnlc..h lllu><•• 
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f{un.;~ld I lll~l.c 
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Ji;r>JI Mil " '' t lollflilflll\\. ,~, .,, t Ul\(1'\ll\ 

"' J•m\hou,~h 

Clu rll' \lwllrr 
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fh,tnt) . 1Q7.~. \uut' \ I IU\ch1h \II 

G.t\t'rnmc"J.I\1'~ lf.AJ' •Lh.J (",•llca:c.· 
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John I !<'"'"<'' 
l"rc,,J, ·n 
Cun"'"n"'·' ~1\kt"\ 

,\1ttl\ I I u,ld,, 
l'tc\hi-:ut 
I ··o~ u,, ... ,,..,, 
ltkiU .. II.,. \t-1\1,, . ., 

lulol411t.tlu•t• ltulu~ll\ '''~'"' \ 

..,., 



Glo~sory 

A<: co•' ,horge A fee \hal 1<><..11 phunc •••mp.uuc' d1.11j!c ""'!= 
di,Uflol'~ <J"'<'" for connc,·un~: lonj: di-lo~nn· ,.,u, II• <"''""'"I' 
11n lhe h,.;o~l ncl"••rt.. 

A,, t• l.ne A hnc fur \<til:c. 11<11~ <tr '11k11 r<".k.hlllj: lt11111 • ""•' 

phufl<' <'lllllp411) tu ,, home or bu"n'"'' 

A!l'>l IA1)' mmetroc (,,g•lol 5ubM:rri>f,r l onb) A lc~hnuh>j:) lhJI ""'' 

lhc ~ .. """!: .:<>pper phnoc v.tnn!llhlll "'r<r' ""'' oll\ o~ll h'""~' 
JnJ hu"nc'~ 10 prll\'tde cu.,lt>tocr< ncl"'lf" ,,.·c•"' 111 tho.· lntt'n>ct 

and <>I her rorulu mullrmctlta ~nJ WIIU "'" '"<'' Jl 'f>o:Cd' ~~~ ""'"' 
;a,,.,, chan un onltnaf) plhmc: 1111<' 

AIM [A,ynr hr<>nou \ lrn ,,fer Model A lc.:hnul<>itl\ lhJI \IJII\11111' 

<l.tiJ . \lll"<' .1nd '11lc11 a1 htllh 'I~' ATM hrcat..• ~U\111111~1_. .!JIJ 

111111 I ~>ctl·lcn~lh cell' antllran,mu• them m bu"''' '" unkr 111 I"'' ' 

\IJc CIIKICRI u...: nf IICI\\Orl capacll) 

lho<J loon<J '' 1ran'm'""'n fucilll) lh•• ha' u '""""") u1 
"hattt.h\ldth" !tiNier than u \OIC<'·ttrotlc: phone I me. 8nld<lhJnd 
l.t.:lhllr' tihcr npltc\ QJ'Id <'Ua,ibl cable. for c.umrl~ ma) 
tJIT) lllllll<'lliU\ \lliCC, Wlla OntJ YtdeO dwnnch Ill the •URI<' IIIII< 

( ,11 monug omrnt \tlfv•ce' Sen r.:c• chat udd 'ulu~ .1nd tum en· 

It' fit:<" fur rhonc tU\IIIIT\C'flo - •u.:h ... C.JI Wallin~. Cull Fot'\\.lfl.hn)1 
.IIlli ( ' ,tlkl It) n1~-r >Cf\ 1\:C\ IIIC \Old tO CU\IOniCh tndl\ nJu.tll) 

,m,l 111 I'·K~J):C' 

' " ofht•J f " "' . t!l <"<.jUipniOnl (CPE) CunununtCUIIllll\ 
~4U1p111CIII ti\\IICU h) (U\IOJnCr.>. mdudmgtdcphonc,, IUU' 

.lOti '"\lh.hc:' 

I ,, '"'"' " 11.om Dtgttnl lr.lll\lllt"tnn~ thmu~h v. rrt'll ur "1rc 

k" 11CI\'(1fl\, U\Ulllly hnlmg \OOnlflUitn 

i ,q,, ,, ;\n ~~~ •mJli\C h.t lt:u.huon~a1 Ulhalng .:umlnun~t.,:a\Htn,, 

,J>j:II.JI '' •tem' lr.m•t~•n tn!onrmllon 10 the I\ lllld 0. of l'Uillj'IUlcr 
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Am~ritech will be the world's pretnier 
provider of full-service con1n1unications 

for people at work, at home or on the move. 
Our goal is to improve the quality of life for 
individuals and to increase the competitive 
effectiveness of the businesses we serve. 
As we move and manage information for 
our customers, we set standards for value 
and q1Jality. Ameritech 's competence 
reaches worldwide, building on our 
strength in America's vibrant Upper 
Midwest. Customers can be assured 
that we will assume only those tasks 
we can do exceedingly well. 

~· 
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EXHIBIT E 

Staltmtnl of Managuiai Capability 

SBC National, Inc. ("SBC National") is a corporation created nnd existing under the laws 

of the State of Delaware. Its parent corporation, SOC Communications Inc. ("SBC"), is a 

holding company whose subsidiaries and affiliate!> opc.:rutc prcdommately in the communications 

servtces industry. SBC's subsidiaries nnd affiliJtcs provide landlinc: telecommunications and 

related services in California, Texas, Missouri, Oklahoma, Kansas, Arka.lSa.o;, Nevada, and 

Connecticut and wireless telecommunications and related scrvtces principally in those states. ru. 

well as lllinois, Indiana, Maryland, Massachusetts, New Hampshire, New York, Rhode lslw1d, 

Virginia. Washington D.C., nnd West Virginia. SOC has mvcstments in tclccommunicutions 

companies that serve selected markets outside of the United Stutes, includmg Mexico, Chile, 

South Korea, France, South Afnca, the United Kingdom. Swit1crlnnd, nnd Taiwan SBC also 

has investments in Israel, where it provides cable TV, directory publishing. nnd software 

devclvpment. 

Further, upon the completion of its merger with Amcntcch Corpornuon, SBC will 

provide land line and wireless telecommunications and related services in Illinois, • Indiana, 

Michigan, Ohio, and Wisconsin; wireless and related services in Missouri, • Minn<'Soto, and 

Hav.-aii; and security nnd monjtoring services in most of the United States' largest metropolitan 

areas. It also will have Significant invc~tments in the: European tc:lc:communicallon~ mdustry 

SBC National's executive officers have been recruited from SOC Wld its nlliliutcs, w1d 

arc llmong 1ts key managers with considerable experience 1n tltc tclccommun1cuttons uu.lustl). 

including operations, interconnection, network, marketing, sales, finance, regulatory and legal 

issues. Each has served in an executive capacity with SOC or one of its affiliates m excess of 

five years. The !Oll0Wlll8 provides a bnef synOpSIS Of the mnnag..:nul experience of each 0 f SUC: 

Natio.nal's executive officers. 

• As a result of the pcndmg merger with Amc:ntech Corpvrntion and Federal 
Communkations Commission regulations. SOC wtll be required to divest Itself of ovcrluppmg 
cellular properties in Illinois and Missouri. 



STEPHEN M. CARTER, Presld~nt 

Mr. Carter has been employed by SBC since I Q87, when he became Managang Director 

of its newly created United Kingdom subsidiary, Southwestern Bell Telecom, Ltd. In ~ 993, he 

was appointed President and Chief Executive Oniccr of that :.ubsidiary. Subsequcntl)', Mr. 

Carter assumed responsibilities for all marketing, sales and operations for Southwestern Bell 

1 clcphone Company's ("SWBT'') inter-industry customer;; and national account customers. as 

'"'ell as operator services and public communicauons tn Lhe fi\'c-state SWBT rcsaon ( lcxas. 

Arkansas, Kansas, Oklahoma, and Missouri) In 1997. Mr Curter \\115 uppoantctl l'rcsatlcnt ol 

Special Markets for SBC. In that position, he was responsible for wholesale operations. 

ancluding marketing, sales and operations for interexchcmge carriers and local wholesale carrier~>, 

as well as national accounts, operator services, nnd public communications for three SIK 

subsidiarie~: SWBT, Pat ic Bell, and Nevada Bell. lie ultimately was responsib le for 

mterconnection agreements with the wholesale customers of SBC's subsidiancs Sancc 

November I, 1998, Mr. Curter has been responsable for SOC's Nutional-Locul opernttons an has 

capacity as President-Strategic Markets, and has served as President of SBC National smcc it.s 

inception. 

TIMOTHY HARDEN, Vlu Pus/d~nt, Opuations 

Mr. Harden has over 18 years of telecommunications experience and is responsible for 

the design, development and deployment of the network untl systems necessary to support SBC 

National's competitive local exchange activities. He also as responsible for the day-to-du) 

operations. SBC National represents Mr. 1-{arden's third '"start up'" endea\'or lie was un the 

ground floor with the start up of PacTel Business Systems as Chaef Operating Olliccr und as 

President and CEO. More recently he served as Vice President & GeneraJ Manager of the Pucific 

Telesis broadband effort in Califomir. where he was responsible fur oil of the opcratiorl'l of that 

$5 billion effort including network engineering, design anti construction; customer care centers; 

and systems designs and implement.ntions. Mr. I fnrdcn gained broad tclc~ommunacations 

experience inn series ot executiVe assignments with Pacific Tclc!lts Group. most rcn~ntly us \'u;c 

Prest dent and Geucrnl Mann~.:r of SBC's lndusLry Operations where he had rcsponsabaltty I Jr all 

wholesale operations for access and local (CLEC) customers. Also, he prcvaously served ns 

Vice President and General Manager of Industry Mo~rkets, Vice President and General Mt'Ulager 



of the Pacific Bell North Coast Regional Business Unit, and President and Chief Executive 

Officer for PacTel Business Sys.yms. Other assigrun~ nts have includt:d stints in nperntions, 

customer service, and switching an both Northern and Southern California. 

DAVID R. LOPEZ, Viu PresidLnt, National-Local Regulatory 

Mr. Lopez began his career with Southwestern Bell Telephone in 1979. lie has held 

nwncrous executive positions with his responsibilities covering a vast army of disciplines, 

including public relations, accounting, hwnan resources, regulatory and operator service. He wao; 

appointt>rl to his current position of Vice President, National-Local Regulatory in December of 

1998. Prior to his current position, Mr. Lopez held the position of President of Southwestern 

Bell Telephone~Oklahoma ln this capacity, Mr. Lopez directed all regulatory and external 

affairs activities for the state of Oklahoma. Prior to his appointment .as President of 

Southwestern Bell Telephone-Oklahoma, Mr. Lopez served as the Assistant Vice-President, 

External Affairs in the State of Texas. In this capacity, Mr. Lopez managed public affairs and 

community rele•ions activities. 

EDWARD L. ECKHART, Vlce President, General Counsel/Secretary 

Mr. Eckhart has practiced law since 1976. He began his career with Southwesten, Bell 

Telephone in 1981 and has hetd a variety of positions with responsibilities for state and federal 

regulatory issues. Mr. Eckhart possesses considerable experience in telecommunications law and 

local exchange carrier issues. Prior to his recent appointment as Vice President, General Counsel 

and Secretary at SBC National, Inc., Mr. Eckhart held the position of General Attorney and 

Assistant General Counsel at SBC Communications in San Antonio, Texas, where he was 

responsible for state regulatory matters related to the pending merger W.th Amcritcch. Prior to 

his assignment in San Antonio, Mr. Eckhart held the position of General Counsel-Austin. In this 

capactty, Mr. Eckhart directed all legal issues for Southwestt m Bell Telcphonc-Tcxns regulatory, 

'Ah.ich included legislative and regulatory activity, local exchange carrier negotiations, nnd 

arbitration support. 



PETER A. RITCHER, Vice President & ChiLJ Financial 0/ficu 

Mr. Rjtchcr joined SBC in 1987 and has held various positions in the Tax Department 

including serving as the director of all state and local tax matters for SBC and its affiliates. In 

1996. Mr. Richter was appointed Vice President Finance/Chief Financial Officer for CelluJar 

One in Chicago, where he was responsible for all financial activities related to the Chicago 

cellular market He held that position until he wus appointed Vice President & Chief Financial 

Officer of SBC National. Mr. Ritcher has extensive expencnce in nil areas of finance, including 

analysis, general accounting, financial reporting. budgeting, procurement, payroll, compensation, 

accoun• r receivable, collections and facility management. 

MICHAEL D. WAGNER, Treasurer 

Mr. Wagner joined SBC in 1977 and began has career with Southwestern Bell Telephone 

Company in the Controller's Department In 1991 he accepted the position of Direetor-lnveslllr 

Relations. While holding this title, Mr. Wagner was responsible for management of SBC's 

relationship wit,;, the investment community, which included dissemination of all financiaJ and 

operational infonnation to thjs communjty. Mr. Wagner filled the position of Chief Financial 

Officer with SBC lntematjonaJ from December 1997 to May 1998. In May 1998 Mr Wagner 

asswned, and still retains, the position of Director-Corporate Finance for SBC. In this position, 

Mr. Wagner directs the development and implementation of cash investment, cash management. 

financing, foreign exchange, and financiaJ risk management policies and strategies for SBC, its 

existing subsidiaries and proposed affiliates or investments. 

This biographical data of its managers shows that SBC National possesses the technical, 

manageriaJ and leadership expertise to provide alternative telecommunications scrvi~c in the 

State of Florida. 



EXHIBIT F 

Stat~m~nt of Technical Capability 

SaC National, Inc. ("SBC National") clearly possesses the technical expertise" to provide 

alternative local exchange service in the Stale of Florida. SBC National anticipates staffing ib 

operations with a significant number of employees who will have a broad range of expcnence and 

expertise in pro..,isioning facilities and services in the local, long distance, wireless. paging, 

Internet access, security services, and messaging markets These employees will build and 

acn 1re the network and systems, and will develop the product distributiOn chnnncls and service 

strategies to enable sac Nationo.J to compete successfully. 

Detailed planning currently is underway for the initial network deployment ~.trutcgy ll1c 

key elements of this infrutructure and design will be fashioned in a manner that will best serve 

customers. It will consist of voice SWitching equipment, data SWitching and routing cqu1pmcnt; 

fiber transport; customer access equipment; service platforms (if! . network features and 

functions that allow the provision of custom services); operations support systems (OSS); b1lling 

and customer care infrastructure; as well as adjunct infrastructure such as floor space, power 

equipment, interface equipment, and o.Jann and monitoring equipment. 

Evaluation of customer expectations, economic analyses, vendor negollullon~. serv1ce 

provider negotiations and other critical di~ussions have commenced and arc Jcs1gncd to 

detennine the optimal initio.J network implementntion strategy that will be deployed . SBC 

National anticipates the results of these analyses and negotiations to produce an 101tml nctworl. 

Implementation strategy consisting of a combination of ( 1) deploying its t'wn network 

infrastructure; (2) leasing capacity from other network providers; (3) strategic partnership 

agreements with other service providers; o.nd (4) combined utiluJltion ol unhundlcd network 

clements and some resale of telecommunications serv1cc:a from incumbent local exchange 

earners. One of the guiding principles being used in finalmng this network Implementation plan 

IS that SBC National will have as much control as possible of nil network clcmcms owned, lcru.cd 

or olherwtse obtruned to ensure the high level of scmce quality, •• :hnicul cxc<:llcncc, 



perfonnance guarantees, and overall customer satisfaction for which SBC is rccosniz.cd in the 

worldwide markets it currently serves. 



EXHIBIT G 

Price List 

SBC National, Inc. will file a price list prior to lhe commencement of operations. 
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I J i 199) 
This is an application for .J (check one): 

( ./) Original eertlt1eatc (new company) 

) Approval of transfer of cxiJtlng ctr tlncntc: 
Example. n non-.certificated company purcha:.cs an cx1:.1ing ~.:umpun}' .md ~ksm:~ 
to retain the original certificate authority. 

) Approval of aulgoment of existing certificate: 
Example. a certificated company purchases an existing compan) .md dcsncs to 
retain the certificate of authority of that company. 

) Approval for transfer of control: 
Example, a company purchases 51% of a certificated company. The CommissiOn 
must approve the new contrclling entity. 

2. Name of company: 

SBC National, Inc. ("SBC Naliona/'1 

3. Name under which the applicant will do business (fictitious name, etc)' 

Not applicable 

4. Official mailing address (including street name & number, post office box. city, state, z.ip 
code): 

David R. wper. 
Vice President, National-Local Regulatory 
SBC National, Inc. 
175 E. Houston Strut, Room .t-A-60 
San Antonio, Texas 78205 
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