n TR Y|
z"”-““‘ " FLETCHER, HEALD & HILDRETH, P.L.C. “”"f,".'.‘,.';"’
VINCENT J CuATIS JA ATTORMEYS AT LAW Feoa D P BPTANMAY

PaGL 4 FELDWAN 11in FLOOA, 1300 NOATH 17 STREET rnu:-:“'m:ﬂ:'m

EFoC Py’ [ B U]

ACHARD HILDRETH ROSSLYN, VIRGINIA 22209-3801 RUSSELL ROWITLL
FRANK R JATID [Vl

ANDREW 5 RERASTING ot 4 Tk
WATHITYN A WLERLAN (703) 8120400 EDWARD FsE MEHAN
!u.‘ﬂum " TELECOPIER COMSS T PO 7] St e,

(703} 8120488 L OON 4 ERTE
LEOMARD A AASH U B AMRABRACON b
M!ﬂbﬁmv . HTEANET v o Censbli
-mm‘ Higprscess FLE TCHERMEALD @ man com EERAAC A G

*WOT ADWTTED ™ vRGees man M

July 9, 1996

96

-

goOii OF wi

FEDERAL EXPRESS DELIVERY

Blanca S. Bayo, Director 2 =
Division of Records and Reporting 0 Z18 -1l
Florida Public Service Commission

2540 Shumard Oak Boulevard

Tallahassee, Florida 32399-0870

WOOM TV

Re:  Joint Request of Cyberlink, Inc. and International Telecommunications Corporation
for Expedited Approval of Transfer of Control of Parent Corporation

Dear Ms. Bayo:

On behalf of Cyberlink, Inc. and International Telecommunications Corporation (“ITC")
(collectively, “Applicants™), pursuant to Florida Statutes Section 364.335(4) and Florda
Administrative Code Rule 25-24.473(1)--(2), we hereby request approval of a transaction whereby
control of International Telecommunications Group, Ltd. (“ITG"), the parent corpé. ation of both
Cyberlink and ITC, will shift to RSL. Communications Limited, as described herein. Both Cyberlink
and ITC are authorized by this Commission to provide resold intrastate telecommunicztions services
within Florida. Upon Commission approval and consummation of the transaction, both companies
will remain holders of such certificates.

By this filing, applicants also request special temporary authority to effectuate these
transactions on or before July 12, 1996 so as to permit the continued provision of intrastate
telecommunications services by 1TC and Cyberlink pursuant to their current corporate structures, and
that the authority to effectuate the transaction be effective nunc pro tunc July 12, 1996. Such
transactions are designed to ensure critical financial support imperative for ITC and Cyberlink 10
continue operations and avoid a disruption of customer service.

The parties further respectfully request expedited treatment of this application to permit them
to consummate the final steps in the transaction transferring control of ITG as soon as possible. As
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fully described herein, approval of the transfer will permit ITC and Cyberlink to obtain much needed
capital, fulfill their obligations under their current financing arrangements, and realize significant
cconomic and marketing efficiencies which will enhance their ability to continue providing high
quality, low cost telecommunications services and to compete more effectively in the intrastate
telecommunications marketplace. Accordingly, grant of this application will benefit the public
interest.

I.  THEPARTIES

A. International Telecommunications Corporation and  International
Telecommunications Group, Ltd.

ITC is a privately held corporation whose principal offices are located at 169 EAB Plaza,
West Tower, Uniondale, New York 11556. ITC holds a Certificate of Public Convenience and
Necessity to provide interexchange telecommunications services within the State of Florida pursuant
to its Telephone Certificate of Public Convenience and Necessity, Certificate No. 4068, issued in
Docket No. 950601-T1, Order No. PSC-95-0991-FOFP-TI, on September 6, 1995 In addition to the
intrastate telecommunications services ITC provides to Florida subscribers, ITC currently is
authorized to provide intrastate service in a number of states (cither pursuant to certification,
registration or tariff requirements, or on an unregulated basis), including New York, Texas,
Michigan, New Jersey, Texas and Oregon. ITC is also currently authorized by the Federal
Communications Corporation to provide domestic interstate and intenational services as a non-

dominant carrier.

ITC's parent corporation, owning 96% of its capital stock, is International
Telecommunications Group, Ld. ("ITG"), a privately held Delaware corporation with offices at 169
EAB Plaza, West Tower, Uniondale, New York 11556, At present, ITG's principal sharcholders are
RSL and Charles M. Piluso, who respectively own approximately 50% and 44.25% of the company's
stock. Pursuant to the relief requested herein, Mr. Piluso will sell off 106,985 shares of common
stock in the company to RSL, raising RSL’s interest in the company to approximately 84.2%, and
reducing Mr. Piluso's interest to approximately 10%. Mr. Piluso will also have the option to sell to
RSL. an additional number of shares in ITG, in exchange for shares of RSL stock, reducing Mr.
Piluso’s interest in ITG to 5%, and increasing RSL's interest in the company to 89.2%. ITG holds
no telecommunications service authorizations, and transacts business through 1TC, Cyberlink and
its other operating subsidiaries.
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B.  Cyberlink Inc.

Cyberlink is a privately held California corporation whose principal offices are located at
5855 Topanga Canyon Boulevard, Suite 520, Woodland Hills, California 91367. Its principal
shareholder, owning 51% of its capital stock, is ITC. Cyberlink is authorized to provide
interexchange telecommunications services within the State of Florida pursuant to a Telephone
Certificate of Public Convenience and Necessity, Certificate No. 3592, issued in Docket No. 940824-
T1. Order No. PSC-94-1312-FOF-TI by this Commission on October 24, 1994. In addition to the
intrastate telecommunications services ITC provides to Florida subscribers, ITC currently is
authorized to provide intrastate service in a number of states (either pursuant to certification,
registration or tariff requirements, or on an unregulated basis), including New York, Massachusetss,
Connecticut, California, Nevada, New Jersey and Oregon. Cyberlink is also currently authorized by
the Federal Communications Corporation to provide domestic interstate and international services
as a non-dominant carrier.

C. RSL Communications Limited

RSL Communications Limited is a privately held international holding company organized
under the laws of the United Kingdom, with offices at 767 Fifth Avenue, Suite 4300, New York,
New York 10153, Its parent corporation, RSL Communications, Inc. (“RSL Com"), is a British
Virgin Islands corporation authorized by the Federal Communications Commission to resell
international switched telecommunications services. The majority shareholder of RSL Com is R.S.
Lauder, Gaspar and Company, L.P. (“RSLAG"), a limited partnership organized under the laws of
Delaware. The general partner of RSLAG is Bukfenc, Inc., a New York corporation, whose
president aud majority, controlling sharcholder is Andrew Gaspar. The majority interest holders of
RSLAG are Ronald S. Lauder and members of the Lauder family. Messrs. Gaspar and Lauder, and
all other interest holders in RSLAG are United States citizens, as are all officers and directors of
RSL. United States citizens also hold approximately 98% of the capital stock of RSL Com. Mr. Nir
Tarlovsky, a citizen of Israel, is a director and Vice President of RSL Com.

1.  DESIGNATED CONTACT

The designated contact for questions concerning this Application is:

Eric Fishman, Esq.

Fletcher, Heald & Hildreth, PLC
1300 North 17th Street, 1 1th Floor
Rosslyn, VA 22209

(703) 812-0400 (Phone)

(703) 812-0486 (Fax)
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Il.  THE TRANSACTION

ITG. RSL and Charles M. Piluso have entered into a Stock Purchase Agreement, a copy of
which is attached hereto as Exhibit B, whereby RSL has agreed to purchase, in a two stage
transaction, 106,985 shares of common stock of ITG held by Mr. Piluso, giving RSL a controlling
interest (84.2% on a fully diluted basis) in the company. In consideration for these shares, Mr. Piluso
will receive specified cash payments. Pursuant to the terms of a scparate Exchange Agreement, Mr.
Piluso will also have the right to sell to RSL an additional number of ITG shares, equivalent to 5%
of the company's outstanding capital stock, in exchange for 5% of the total number of shares of
common stock of RSL Com outstanding. This latter acquisition of shares will 5ot result in a transfer
of control of RSL Com.

Although the Stock Purchase Agreement contemplates two closings, control of ITG will shift
only at the first closing, when RSL will acquire 104,750 shares in the company from Mr. Piluso.
Applicants hereby request approval by the Commission, nunc pro tunc, for authority to effectuate
this transaction, thereby transferring control of ITG to RSL, no later than July 12, 1996. The partics
also respectfully request Special Temporary Authority to effectuate this transaction on or before July
12, 1996 in order to enable the continued operation of ITC and Cyberlink in their current corporale
structure without interruption during the pendency of this application. It is respectfully submitted
that the exigencies of the situation, in which ITC and Cyberlink eritically need an immediate infusion
of monies in order to be able to meet their operating and other costs, require the issuance of and
transfer of shares of ITG to RSL. At present, ITC and Cyberlink face significant financial
obligations to vendors and other creditors which, unless discharged, will result in the termination of
service to customers. To avoid this result, RSL has already recently extended to ITG a loan of $5
million, payable within 5 business days after Commission grant or denial of the instant application.
Even this large infusion of funds, however, is not sufficient to satisfy several million dollars of
obligations which are due early in July. RSL, which at this point is ITG's sole source of financing,
is prepared to furnish additional funds to ITG to meet these obligations only if the instant request for
Special Temporary Authority is granted. Commission grant of Special Temporary Authority which
will enable both ITC and Cyberlink to meet these outstanding obligations and ensure continuity of
service o customers,

Applicants submit that the public interest in permitting competitive intrastate service
companies, like ITC and Cyberlink, to operate in the intrastate service market wouid be served by
a grant of special temporary authority and regular authority to transfer control. At the same time,
the very limited time period between the first closing and the filing of this application diminishes
any negative impact on the public interest that could result from reduction of Mr. Piluso's shares.
The customers of ITC and Cyberlink rely on these companies for high quality, affordable intrastatc
service, and an interruption in the ability of ITC and Cyberlink to provide such services will have
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a severe adverse impact on those customers. A robust and thriving competitive market for intrastate
services depends on the ability of smaller carriers such as ITC and Cyberlink to survive, and such
survival frequently requires the merging of financial, managerial and technical resources in order to
create strengthened companies with greater financial resources. This is precisely the situation herein,
in which the need of ITC and Cyberlink for immediate capital, and the ability and desire of RSL to
provide funding, was the driving force behind the structuring of this transaction in the manner
described herein.

A grant of the relief requested herein thus will enable ITC and Cyberlink to survive and ITC,
Cyberlink and RSL Com to provide intrastate services more effectively and efficiently. Afier the
final completion of this transaction, ITC and Cyberlink will continue to provide high quality,
affordable services pursuant to their tariffs currently on file at the Commission. The proposed
transaction simply will result in a change in control of ITG. As such, the transaction will not cause
inconvenience or confusion to ITC or Cyberlink customers. Indeed, the transaction will be virtually
transparent to ITC and Cyberlink customers in terms of the services that they receive.

IV.  PUBLIC INTEREST CONSIDERATIONS

Applicants expect that, afier the consummation of the transaction, ITC and Cyberlink will
be led by a team of well-qualified managers comprised in part of existing ITC and Cyberlink
personnel. In addition, Cyberlink and ITC will be able to draw upon the substantial technical and
managerial expertise of RSL Com, as well as the financial resources discussed above. Applicants
expect tha! the ample managerial, technical and financial expertise of this management team will
enable ITC and Cyberlink to continue providing high quality service to their existing customers as
well as to expand its customer base. Consummation of the proposed transaction will permit ITC and
Cyberlink to meet their financial obligations, and enhance their competitive position with greater
financial resources. The proposed acquisition will therefore promote competition in the Florida
services market and serve the public interest.
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CONCLUSION

As demonstrated in this Application, ITC, Cyberlink and RSL respectfully submit that the
public interest would be furthered by a grant of this application for consent to the transfer of control
of ITG runc pro tunc effective July 12, 1996, as well as by a grant of the requested special temporary
authority to permit the continued operation of ITC and Cyberlink under their current corporate
structures. The parties hereto respectfully submit that the public infcrest, convenience and necessity
would be furthered by a grant of this Application.

Respectfully submitted,

=7 -

Eric Fishman, Esq.

Paul J. Feldman, Esq.

Fletcher, Heald & Hildreth, PLC
1300 North 17th Street, 11th Floor
Rosslyn, VA 22209

(703) 812-0400

Counsel to

International Telecommunications Corporation
Cyberlink, Inc.

International Telecommunications Group, Ltd.
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CYBERLINK, INC.
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RSL COMMUNICATIONS, LTD.

Consolidated Financial Statements for the
Year Ended December 31, 1985 and
Independent Auditors’ Report
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RSL COMMUNICATIONS, LTD.
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RSL COMMUNICATIONS, LTD.
" CONSOUDATED BALANCE SHERT
, [DECEMDER 31, 1996
ASBETS
CURRDNT ASSETS:
Cash 3 516,007
Acconts recevable, net of allowaace for bad debus of §1.594,766 7040312
c-' corem sasen Sz
Total current sasets _13499.998
PROPERTY AND EQUIPMENT: ! i
Telscommmnications coqupeoest 331
mﬂ-hrh- v : 3323771
, Bxtares and ; 588 408
Construchion i progress — B0 686
10,880 054
Less iocumulated deprociation —[2.022)
- Property and equipmest - met 10,531,072
GOODWILL - And other intsagible ssseti net of
acouTm bed LMo Ao 25,687,606
DEPOSITS AND OTHER ASSETS Fon il
TOTAL ASSETS 350 #43.017
UABILITIEE AND STOCKHOLDERS' BOUTTY
CURRENT LIABILITIES:
Accoasn payable and sccrecd rapesass S$2.802.380
u"':-' aoa of capilal lease cbligations 270,507
mm 3187532
Total casrent babulities _32496.186
OTHER LIABILITIES - NONCURRENT 4 2006003
LONG-TERM DEBT . 470,000
CAPITAL LEASE OBLIGATIONS - Less current portion Tt 3043498
TOTAL LIABILITIES 47,105,816
COMMITMENTS AND CONTINGENCIES
BQUITY:!
sanck - pai valse $.01; 10,000,000 shares ssthoriswd
1977 564 iamatd and 9275
Preferred umch par vales 5.01; 10,000,000 shares psthoriond,
Additiooal = li.&‘ﬂ”
paid-ia capital 3
Towal mockholden equity 2,757,201
TOTAL LIABILITIES AND STOCKHOLDERS' BQUITY $30.843017

«le
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RSL COMMUNICATIONS, LTD.

wmmmanmwmm
YEAR ENDED DECEMBER 31, 1995

A"

SALES e $18,616,684

COST OF SALES 17,510,041

Gross profit 1,106,643
SELLING, GENERAL AND ADMINISTRATIVE EXPENSES 12,650,178
LOSS FROM OPERATIONS 11,543,535
INTEREST INCOME (268,884)
INTEREST EXPENSE 74928
NET LOSS $11.349.579

See notes to consolidated financial statements.
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HSLGOH“ICITI'OH‘&, LTD. -
CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY
YEAR ENDED DECEMBER 31, 1995
Additional
Common Stock Prid-in Preferred Stock Accumulated
Shares Amount Capital Shares Amount Deficit Total

BALANCE,
DECEMBER 31,
1994 - s - 5 - - $ $ (98020) § (98,020)
Issuance of
Preferved Stock = - 13,261,087 9,243,866 92439 . 13,351,526
Lssuance of
Common Stock 2,927,564 29,775 1821999 . - 1,851,274
Net loss - - - - - (11,349,579)  (11,349.579)
BALANCE, —
DECEMBER 31,
1995 2927564 $29215  $15.083.085 9243866 392439  $(11447.599) 3,757.201
See notes to consolidated financial statcnsents,

]
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RSL COMMUNICATIONS, LTD.

CONSOLIDATED STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 1995
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Cﬂﬂmmmmﬂ ACTIVITIES:
Net loss
10 reconcile net loss to net cash used in operating activities,

Adjustments
wamwdm
Deprecistion and amartization
Provision for losses on accounts receivable
in assets and liabilitics:
Decrease in other assets I
Increase in accounts reccivable ]
Decrease in deposits .
Increase in prepaid expenses —
Decrease in other cumrent asscts
Incroase in accounts payable and accrued expenses
Increase in deferred revenoe and other current liabilities

Net cash used in operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
noalelitnn oF sabiatdtet
Assumption of Liabilities upon acquisition of subsidiaries
Purchase of property and equipment

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of common and preferred stock
Proceeds from notes paysble LS
Principal payments under capital lease obligations

Net cash used provided by financing activities

INCREASE IN CASH ;
CASH AT JANUARY 1, 1995 \

-

CASH AT DECEMBER 31, 1995

SUPPLEMENTAL DISCLOSURE OF CASH FLOWS INFORMATION:
Cash paid for:

SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING ACTIVITIES -
obligation

Assets acquired under capital lease

Soe notes to consolidated financial statements.

25623.00C - Wndows - &1196

$(11,349,579)

712019
148,690

51,831
(2,453,396)
314379
(508,305)
803,172

3,510,899
1,501 400

—(1.206.830)
(15,138,000)

10,761,000
(1,398.619)

(5.775,619)

15,204,800
3

000,000
(61,799)
18,143,001
5,160,552
2,535

3 Silﬁllg!
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ASL COMMUNICATIONS, LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 1895

(2

2. ACQUISITIONS

!

1. BUSINESS DESCRIFTION \

RSL Communications, Ltd. ("RSL,” and together with its swbsidiaries, the “Company™) was formed in
1994. The Company, through its subsidiaries, is an interational facilities-based telecommunications
company with operations in major global telecommuaications markets. The Company currcatly offers
internatiooal iclocommunications services ia the United States, primas’y through its subsidiary
International Telecommunications Group, Inc. (“ITG"™), the United Kingdom, France, Germaay, Sweden
and Finland. Io the countries where the Company operates as a facilities-based camier it is licensed or
Mmmmmmmdmmmmm
‘Lountres’ applicable law. Ovenall, the Company is able to transit and terminate calls to over 230
countries worldwide, due, in part, to its agreemeats with major global telecommunications caricrs.

Oa March 10, 1995, the Company entered into a stock purchase agreement with ITG, under which the

“ Company agreed to parchase 66,667 shares of ITG's Series A convertible preferred stock (which

wzsam&mmmmumm;mnmmu
subject to increase, to & maximum of $4,750,000. Based on the terms of the Agreement, the adjusted
purchase price of the shares totaled $4,750,000. The Company subsequently purchased sdditional sharcs
of ITG's common stock at various times during 1995 for a total purchase price of cash aggregating
smmuummﬁummmhmmwdnzm. At
December 31, 1m.ucmpnrmwhnﬂmum.m.pm.mwmm

of 50% of the outstanding shaces of ITC. .

Thaqﬁﬁmhbmﬂdlwhhﬂmm:ﬂddmﬁmnﬂmﬁnﬂnm
mmmmm»umwwwwmﬂmmm
fair values at the date of acquisition. The excess of the purchase price over the estimated fair values of
mummindhnhnmﬁndu;mhﬂl.wﬁnhwmwmﬁndwﬁnmm

Effective September 1, 1995, ITG's subsidiary International Telecommunications Cocporation “ITC”
{M.WW;MWWMWIMWﬁM
Cyberlink's principal stockholder.

mmpvwlwhﬂuh-udﬁiuthuﬁulmckdw The purchase price
consisted of $1,500,000 paid to Cyberlink. In connection with the purchase of Cyberlink, the Company
recorded approximately $12.105.000 of goodwill.

In connection with the acquisition of Cyberlink, the 49% minority stockholders of Cyberlink may sell
their shares to ITO at fair market value if ITG consummates an initial public offering of its securitics.
Hﬂmuﬂhmmmuhuulwﬂm*mn. 1996 for a price
oqual to 49% of the sum of cight times Cyberlink's average moathly revenues of the last quarter paor to
exercise date plus cash minus long-term liabilities.
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On November 11, 1995, the Company through jts wholly-owned subsidiary RSL COM Europe, L1d.
completed the acquisition of 51% of Cyberlink Communications Burope Lid ("Cybetlink Europe™).
Cyberlink Europe is a holding company which owns 100% of the chares of Cyberlink Sweden AB,
Cyberlink Intemational Telesystems Germany GmbH and Cyberdink Finland OY. The purchase price
was $2,158,381 (including contingent amounts paid in 1996) of which $768,000 was paid in 1995. In
1995, the Company recorded $868,000 of goodwill in connection with this purchase.

The Company is also party to a separate put and call amrangement related to the Company's 51%
investment in Cyberlink Enrope. The provisions of the Cyberdink Europe put and call amangement are
substantially equivalent to the provisions in the ITG and Cybedink armangement described above.

mmmmmmamm'mdmnmmm
glmm;m.mﬂ,mw&m&ﬁ“ﬂmmpwmdmmﬂ
, 1995,

The following presents the unaudited pro forma consolidated statement of operations of the Company
for the year ended December 31, 1995, assuming the Compasy had purchased ITG, Cyberlink and

Cyberlink Enrope at Jaguary 1, 1995, The consolidated statement does not necessasily represent what
the Company's results of operations would have been had such acquisitions actually occurred on such

date:

Pro Ferma

! Year Endad

\ " December 31,

L 1995

R (Unaudiied)

Sales ' $ 57,743,960
Cost of sales _(54.578.507)
Gross profit 3,165,453
Selling, general and administrative expenses ' (22,199,570)
Loss from operations . (19,034,117)
Interest expense - net (715.485)
Net loss $ 19,749,602

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Mdmqum-mmmﬁumm
the accounts of RSL Communications, Ltd. and its majoity-owned sobsidiaries, ITG, and its subsidiary,
Cﬂuli&.hﬂ!ﬂ@ﬂ&mﬂh!limmcmwm
The Company has included 100% of its subsidiaries’ operating losses since the rinority interests’
investments have been reduced to zero. All matérial intercompany accounts and transactions have been
eliminated. Aﬂddﬁ:ﬂmpy‘umhdﬂriﬁ'ﬁ:ﬂjﬂiaﬂjhmn&!l.
mm-mwdmmﬁ.—wmm _

1o make estimates and assumptions that affect the reported amounts of assets aad liabilines
mmﬂwmmuﬂm-wm.tmmmwmﬂ

hﬂjlnmmc-wm.m iy
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mﬂmmm#uﬂdmhﬂﬂ. 1995. Such estimates primanly relate lo
mrmﬁd[w&uﬂﬂmuﬂuﬂmuhfwlﬁ;;&mmdnﬂmcm Actual results could
differ from these estimates.

mm-u--mcmm-mmm«mm fractions thereof) of
CUStOMES USARE.

The Company records pﬂﬂdhwhpﬁmuﬂm and services to be
-ﬁ-mﬂmum”-ﬂ-ﬂmmmwﬂd
Wmhmdhmmwudnwﬁumm

rmmm-m:amummuumwmm
exchange raics in effect at the balance sheet dates. Results of operations of foreign entities are translated
uting the average exchange rates prevailing throughout the period. Local currencies are considered the
functional currencies of the Company's foreign operating entities. The Company utilizes a net
MMMHWWHMMWW.SD&“&
established method of sctilements among international telecommunications carricrs. The SDRa are
valuod based upon the values of a basket of foreign currencies. Translation effects are accumulated as
mdhmﬂnt«@ﬂymﬂuﬂmhm&y%lmn.lﬂim
not significant. Gains and losses from foreign currency transactions are included in net loss for the

period.

Goodwill - Goodwill represents the excess of cost over the fair value of the net assets of acquired
uﬂﬂndhhﬁumﬂhﬂﬂ:ﬁﬂdﬁ-ﬂﬁﬂhﬂdmﬂﬂmm The
Mmﬁuhrﬂdh;ﬂﬁﬂhhﬂhﬁm‘hﬂmh;mm The
cwqmnpwwdmuwwuumwu
wmmmumumummnmm. Based on its review,
the Company does not believe that an impairment of its goodwill has occurred.

MﬂWﬁmw-mwmmMnm or fair
m-mmummummmnrmmwm,mpm value of

M-wmﬁﬁhﬂrdm;ﬂdwhmﬁmﬂh‘dmm
lines. - j

-
L

Mm-mwhﬁnmmmuﬁﬂnMdMﬂw
mmwmmm.mhmrm SFAS No. 109 establishes
MMMMMhﬂMdWWMMMdﬁH
during the current and preceding years. SFAS No. 109 requires an asset and Liability approach for
wmhmmmcmpuynhdpm&mdﬂﬂmm
returns in the jurisdiction of their operations. mmmy'susmmemua
income tax retumns.

New Accounting Standards - During 1995, the Company adopled SFAS No. 121, Impalrmen: of Long-
Lived Assets. Mwnmmmndduluﬂhdm this standard. The Company

O 23623.00C - Windows - £7796
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wﬁhﬂrmhM“demmﬂymyqummuo
undiscounted cash flows generated by the long-lived assets. The Company's endiscounted cash flows
exceed the carrying value of its long-lived assets.

Stock-Based Compansation - In October 1995, the Pinancial Accounting Standards Board iscued SFAS
No. 123, Accounting for Stock-Based Compensation which requires adoption of the disclosure
provisions no later than fiscal years beginniog after December 15, 1995 and adoption of the
measurement and recognition provisioas for nogemployee transactions no later than afier December 15,
1995. The new standard defines a fair valus method of sccounting for the issnance of stock options and
other equity instruments. Under the fair value method, compensation cost is measured at the grant date
based on the fair value of the award and is recognized overshe service period, which is usually the
vesting period. Pursuant to SFAS No. 123, companics are encouraged, but are not requiced, to adopx the
fair valee method of accounting for employee stock-based transactions. Companics are also permitied to
continue o account for such transactions under Accounting Principles Board Opision (“APB™) No. 25,
“Accounting for Stock lssued to Employees,” but would be required to disclose in a note to the financial
mmmuwﬂwmﬂm-Hhmmwmmm
of accounting. SFAS No. 123 also requires increased disclosures for siock-based compensation
wuuﬂmﬂhnmddﬂumudmmbnmmpmm'
stock-based RSL has clected to continue o account for such transactions under

APB No. 25. RSL has determined that if SFAS No. 123 had been adopted, its impact to the consolidated
statement of operations for the year ended December 31, 1995 would bave been insignificant.

4 CONCENTRATION OF CREDIT RISK

mﬁmmhwﬂmdﬂmmﬁmmmmpﬁpnydmm
accounts roccivable, mm-muipiﬁmpmﬁmnlhmine:mmmm.uu
operations of these customers deteriorate below critical lovels, the Company's operating results could be
adversely affected. During 1995, one of the Company's customers, which represented approximately
26% of the Company's 1995 sales, failed to meet minimum payments schedules and, as a result, the
Company terminated services to this customer. ‘Consequently, the customer refused to pay outstanding
receivable balances totaling spproximately $4,900,000. At Deceber 31, 1995, the Compazy had
written off the entire $4,900,000, MWMMMMWWMMN

owed 10 the Company.
The Company now performs ongoing redit evaluations of its customers’ (inancial condition and
requires collateral in the form of deposits in certain circumstances.

5. RELATED PARTY TRANSACTIONS

mmm'lWWmmmw'lmmMmmwm
operations of the Compagy. . . |

The Company’s chairman has provided a guarantes in connection with the Company's borrowings under
the Company's ravolving loan facility (see Note B).

0 23623.00C - Windows - ¥TI5% : >
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6.

7.

INCOME TAXES ;

No provision for income taxes has been made because the Company has sustained cumalative Josses
since the commencement of its operations in 1994, For the year December 31, 1995, the

had net operating loss carryforwards generated T in the United Stases of
$11,000,000. mummwmmummwg
in 2009 through 2010 if not utilized.

I accordance with SFAS No. 109, the Company has computed the components of deferred income taxes
as follows:

Deferred tax asscts $ 8,440,000
Less valuation allowance (8,440,000)
Net deferred tax assels 3 -

ThCmflﬂmmmmmmﬂ&dhﬂumdmm At
December 1, 1m,.mwuumm%mﬁdnduum1mdﬂmm

benefits are not Likely.
RETIREMENT AND HEALTH PLANS

Employees in the United Kingdom, Germany, France, Swedea and Finland participate in their respective
state pension plans. : i 4 {

3
NOTES PAYABLE AND LONG-TERM DEBT > L

L

At December 31, 1995, the Company had a 510,000,000 revolving loan facility with a bank. The

During June 1996 the revolving loan facility was increased to $40,000,000.

mm:mw-ﬁdmﬁdﬂhwmﬂMHmMﬂumh
finance its accounts receivable. It terest is payable at 2.25% over the prime rato of interest. A second
mmmrwupmnmmmm&;wmm The total amount outstanding
at December 31, 1995 is $1,566 438, The credit lioe terminates on Angust 31, 1998. Borrowings under
hdhdhtenuﬁ:ﬁmmﬂmﬂhdhaphﬂpdhmﬂwmdb}wu's
praldmmmnjﬂlﬂcwum;ndmmaﬂrpmdhmpuidnuol
Cybuﬁntwbﬂiﬂmoﬂhudﬂiﬂndl&}.

Cyberlink has a short-term note payable 10 & vendor in the amount of $1,000,000 which bears interest at
the rate of 10%. mmummmnnﬁ, .

wm-mdmpwmuwmﬁm The total amount of these notes
payable is $105,000. The notes bear no lm-nltuemnd.nd arc duc on demand.

=10~
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10.

A\

-
-

nmutulwpzunondnihntnnu:lulqmnnhnudySNHIBO&rﬂny:uwndﬂiﬂuznhHBJ.Hﬁi
GOODWILL AND OTHER INTANGIBLE ASSETS
Intangible assets at December 31, 1995 consist of the following:

Goodwill $25,899,086
Organization costs 258,573

26,157,661
Less accumulated amortization (470,055)
Intangible assets - net $25,687,606

Amortization expense for the year ended December 31, 1995 was $470,055.

STOCKHOLDERS' EQUITY 5

Common Stock \

During 1995 the Company issued 2,927,564 shaces of comlion stock for cash aggregating $1,851,274.
Preferred Stock :
Dnﬁn;1995ﬂm(kmunnrhnndPJﬁijﬁﬁﬂnnlnIH:puﬁuudlumkunm:hmdu:ufh:auwmnn
stock for cash of $13.353,526. The preferred stock ranks senior to the Company’s common stock as to
dividends and s liquidation preference of $1,000 per share. Each share is convertible at the holder’s
updunhnnnnclhutnfuuwmonlunh.ﬁnlldhuud:hutlwﬂlhennuumnt:ﬂyummummdhmoﬂu

Company’s common stock in the event of the consummation of a public offering that yields proceeds in
excess of $25.000,000. Dividends, at the rate of 8%, are cumulative.

=11 -
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11. CAPITAL LEASE OBLIGATIONS ,

Future minimum annual payments applicable to assets held under capiral lease obligations for years
subsequent to December 31, 1995 arc as follows:

1996 § 388,997
1997 357,256
1998 1,231,018
1999 1,.571.456
2000 and thereafter - 4,520,057
!
Total minimum lease obligations A ’ 8,068,784
Less interest e 154,779
Prescat value of future minimum lease cbligations 5.314,005
Less current portion ___770,507

Long-term lease obligations at December 31, 1995 §5 043,498

The assets and liabilities undex capital leases are recorded at the present value of the minimom lease
payments using effective interest rates ranging from 9% to 11% per snnum.

12. EMPLOYMENT AGREEMENTS

mmmwmmmdnmm These agraements are
effective through December 31, 1997 unless terminated earlier by the executive or RSL., and provide for
anmal salaries and bonuses based oa the performance of the Company. Saary expznse for these
officers was § for the year ended December 31, 1995, The aggregate commitment for annual

future salacies a2 December 31. 1995, excluding botuses, was approximately $ for 1996 and
$ for 1997. '
13. STOCK INCENTIVE PLAN : S

g5
In April 1995, the Company established an Incentive Stock Option Plan (the “Plan”) to reward
wwmuﬂ&mmmuucﬂmnﬂmm
incentives for future service and enhancement of sharcholder value. The Plan is to be administered by
the Compensation Committee of the Board of Directors of the Company (the “Committee™). The
Committes coasists of three members of the Board of Directors. The Plan provides for awards of up to
1,000,000 shares of Common Stock of the Company.

mim.mmmuwmwmﬁ were awarded (0 certain
members of the Company’s management. The 1SOs were awarded at an exercise price equivalent 1o the
fair market valus at the time of graot. The 1SOs vest according to a prodetermined formula. At
December 31, 1995, 81,000 ISOs were vested. No ISOs were canceled or eacrcised during the year

ended December 31, 1995. _ .
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14, COMMITMENTS AND CONTINGENCIES

15.

16,

At December 31, 1995, the Company is committed to unrelated parties for the parchase of certain capital
assets and the rental of office space under operaging leases. Minimum annual lease payments with
muumwmmu@rm -

Your Ended —
m“. -

1996 §1,462,931

1997 909,403

1998 648,134

1999 and thereafter 2,220,965

$5.241,437

Rent expense for the year ended December 31, 1995 was $209,806.

Lisigation and Other Claims - The Corapany is involved in various litigation and other claims that arose
in the ordinary course of its acquired businesses prior to the Company's acquisition of such businesses.
The expected settlements from these matters have been accrued and are recorded as “Other Liabilitles.”
In management's opinion, the settlement of such litigation and claims woald not have a matezial adverse
effect oa the Company's consolidated financial position or results of its operations.

Letiers of Credit - The Company has outstanding letters of credit aggregating $75,478 at December 31,
1995, expiring at various dates between June 1, 1996 and August 8, 1996. Such letzers of credit, which
mhMudmduquwﬁngMmMrmwmnf
deposit, classified as current assets and i in the balance sheet caption “Cash.”

SIGNIFICANT CUSTOMERS g
mmymuunmmal.ms.wmmmmmamwum
SUBSEQUENT EVENTS

- Anwﬁﬁwﬂsmmh_ﬁnnuhmmdﬂummy.

- Share purchases of ITG. ; '

- locrease o revolving loan facility.

sese e

=13-

&"'mnoc.mu.mm
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-

STOCK PURCHASE AUREENENT

THIS STOCK PURCHASE AGREEMENT (this "Agreement™) is
zade as of the ___ day of July, 1996 (the "Effective Date"), by
and between CHARLES M. PILUSO (*Piluso®) having an address at EAB
placga, West Towar, gighth Ploor, Uniondale, New York 11556,

RSL COMMUNICATIONS LIMITED, & United Kingdom corporation (tha
nInvestor®), with offices at 767 Fifth Avenue, Suite 4300,
New York, New York 10153 and INTERNATIONAL TELECOMMUNICATIONS
GROUP, LTD., a Delawara aor:;nrlt.iun (the "Company™) with offices
;1:5:13 Plaza, West Tower, Eighth Floor, Uniondale, New York

1 ﬁu x

WEEREAS, Piluso owns 132,223 shares of Common Stook,
par value $.01 per share (the "Common stock") of the Company) and
!

WEEREAS, Piluso desires to sell and the’ Investor
desires to se up to 106,985 shares .of the Common Stock
owned bi piluso (the "Shares") at a purchase Price as set forth
i{n Bection 1.1 of this Agreenment. -

NOW, THEREFORE, in consideration for the agreements
contained herein, intending to be legally bound, Piluso, the
Company and the Investor hereby agree as followa:

¥ |

¢
H

ARTICLE I

purchase and @ale of Common Gtock

Bection 1.1 .
subject to tha tarms and conditions set forth in this Roreement,
the Investor agrees to purchase from Piluso at the Initial
Closing Date and the Second Closing Date (as’' defined below, each
of which is herein referred-to as a nclosing® and which together
are referred to as the "Closings®), and Pilluso agrees to sell to
the Investor at the Closings the Ehares at ah aggregate price to
the Investor of Ten Million Dollars " in cash,

payable at the Initial Closing Date, and
mmwmugunmmuuqm
or notes the form set forth as it A hareto (the "RSL

Note") providing for three princ payments ting

on each bf the first, second mg:nniwnnry
dates of the Initisl Closing Date (the = Price¥),
provided, mtmmumnmmmnp.u. as more
fully set forth in Section 1.2, below, Ia addition, u!.u

, the Company, Piluso, victoria Piluso, Jaoguel Piluso

(victoria Piluso and Jacqueline Piluso hereinafter referrad to
together as the "Plluso Daughters®) and Richard P. Rebetti, Jr.
("Rebetti®) shall also, at the Initial EIOII{H pata, enter into a
New Shareholders Agreement providing certain' exchange rights for

.
"

1008773507 Ry
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-—f
piluso’s and the Piluso Daughters’ remaining Common Stock of the
Company and terminating all prior Company shareholders agreamants
as t.:g relate to Piluso, the Piluso Daughters, Invastor and
Rebe .i.nthltmumtutthm herato, and (ii)
the and Piluso shall have executad, at the Inithl.
Clos pate, an amendment to the Piluso Exployment Agreement (as
def below) in the form of gxhibit ¢ attached hereto. The New
Shareholders Agreement and the Amendment to the Piluso Employment
Agreement are herein referred to as the “other Agreements."

section 1.2, Right of First Refusal Shares. Piluso’s
obli ation to sell tha Shares to Investor is subject to the right
of first rofusal of Incom (UK) Ltd. ("Incom") to purchase 2,235
of such Shares (the "Right of First Refusal Shares") pursuant to
a Shareholders Agreament dated September 1, 1994, as amended,
betveen Investor, the Company, Incoa, Piluso and Rebettl (the
“company Stockholders Mgreement®). The Closings, therefore,
shall consist of (A) an Initial Closing Date on the third
business day follow notice to the Company and Invastor of
approval by the Federal Communications ion- ("FCC") of a
Transfer of Control Application or at such other -time and place
or date as Piluso, the Company and the Inygstor shall agree upon,
at which Initial Closing Date 104,750 shares-shall be sold to
Investor by Piluso for in cash.and an RSL Note for

and (B) provided that Inocom declines to exercise

its rights of first refusal under the Company Stockholders
Agreement, a Closing Date which shall occur on ths second
business day following the date on which Incom’s rights of first
refusal expire under Section I.D. (in the case of no exercise)
and Section IV.A (in the case of an exercise but no payment) of
the Company Stockholders Agreement, at which Second Closing Date
2,235 Shares shall be sold to Investor by Piluso for
in cash and an RSL Note for All cash payments
shall be made by certified or bank check payable to the order of
piluso or by wire transfer to an account praeviously designated in
writing by Pilusc at least two days prior to the applicable
Closing. If Incom exercises its rights of first refusal under
the Stockholders 'Agreement and fully performs its payment
ocbligat in connection therewith, the Secbnd Closing Date
shall not occur, Piluso shall not be required to deliver to
Investor the Right of First Rafusal Shares and Investor shall
not be required to deliver the Purchase Price therefor as set out
in (B), above. i ! .

-

LY ’ v
--—/",
i ARTICLE XX -
Section ﬁ.l"mn_ﬂw. The Closings shall taka
place at 10:00 a.m. at the off of Rosenman & Colin LLP, 575

Madison Avenue, New York, New York 10023.

N
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gection 2.2 Deliverigs. At each of tha Closings,
piluso shall deliver to the Investor a cartificate or
certificates representing the Shares being purchased by the
Investor at such Closing, free and olear of all liens, charges
and encumbrances, registered in Investor’s name or duly endorsed
or accompanied by executed stock powers, in exchange for delivery

]
£
5
2—
|
i
;
E
:

; mxmin: ; -

as set forth in the schediies attached hereto,
vhich describe the nature of the exception in reasonable detail
and which specifically refer to the Section of this Agreement to
which such exception a lies (the "Schedules"), and except as to
those matters as to ch Investor has actual knowledge, Piluso
lt:ﬁ raprasents, warrants and/or covanants to the Investor as

owat 7 4

section 3.1 Governmental and Other Consents. To the
pest of their knowledge, no consent, al, order or
authorization of, or rtiiltnttan, ﬂutinn, des
declaration or £111nq with,.any federal, state or loca
governmental authority or other third party is required on

thapu'turth-cupmynrrlminmaatinnuithm
‘s and Piluso’s valid execution, delivery and performance

otthhmtnrth-uth-rw.nrtmul t of
th-mmwrilmmmmmm. howaver., that
prior nppmlbyth-rccumbc prior to the sale of

the Shares, The Company and Piluso hereby agree to promptly file
with the FCC and all relevant state Public Service Comnissions
(*Psc*) and will diligently pursua to cq:phtion and not
m a Transfer of Control Application, any dpecial temporary
a int.tun deemed appropriate by Investor’s counsel to that
effect as well as corresponding applicatiéns 5 and authorization

from all relevant PSC’'S."
Section 3.2

knowledge there are no actions, suits, proceedings or

lmutiqltiml'puﬂim a ainst the Company or of its
: 1.1:11-1‘- Cyberlink, :m.} ::::nludinq

)
properties or business of any of the Entities which am'ud hava a
material adverse effect on the' businass, properties, assets or

financial condition of any such Entity, including, without
limitation, any action, suit, u:_;muj:igution pending
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or, to the knovledge of the Company or Piluso, threatened, in

uhic.h to restrain, prohibit, invalidate or put

aside, in whole or in part, the © contemplated hereby.
uhquutiwmmmi.tyotmlmtnro!my

writ, injunction, udglmtm-:mruat court or governmant
agency or instrumenta itrthltmldtu::glhlyhiml:ﬂt:

assets
of mlr'hmldg-. there is no action, suit, proceeding or
tion by any of tha gntities currently pending or, to tha

investiga
knowledge of the Company or piluso, threatened, or that such

) §
y to such Entity, could reasonably be expected to have a
material adverse effect on the business, assets,
financial condition of :aezudh Entity. "Pending™ for this
, suit

panu shall mean an a ’ or investigation
as which Piluso or the Entity 1 have knowledge or received

notice, whether in proper form or not. To the best of their
xnowledge, except as set forth on Schedule 3.2, none of the
Entities is in material violation of any applicable statuts, law
or ation relating to its or their business operations the
result of which violation would haye a mataerial, advarse effect
upon the Company, and no material expenditures will be regquired
in.order to comply with any such existing statute, law or

regulation. ; : '_,::

Section 3.3 n.’mzm.:%uﬂmﬂ Except for
regular salary payments, bonuses and fringe benefits under an
individual’s compensation package with the Companv or
International Telecommunications Corporation, and except as set
forth on Schedule 3.3 hereof, none of the officers, employees,
directors or other affiliates of the Entities, or members of
their families, has to the best of the knowledge of Piluso,
received paymants, whathar in cash or in kind, from the Company,
orhnputrtowuml-lwtl. undaersta
indebtedness '

or proposed
the Company nor the Subs has or assumed any
material obligations of the Company’'s ofiicers, directors or

employees.

sSection 3.4 m. piluso covenants that, as

custodian for his daughters;, victorim and J:"ﬂudinl. he ﬂ.n

Company vote
vlthmy.qru-ntltphuuﬂ-nutimtowtlnqnf

&
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|
ARTIOLE IV o

piluso hareby represents and warrants to Investor as
follows: ;

gection 4.1 Authority. piluso has adequate power and
.miwummmum“mmnunlmummumu
mtmmmumt-mmmum
mmatimmtmlttdwmw.

Section 4.2 m_munﬂﬁl This Agreement and
constitute binding and

the Other Agraements the valid,
enforceable obligations of Piluso, except to the extent that such

enforcement may limited by umuzw insolvency and other
lawe now or harearter in effect rela m'tu the enforcament of
the extent that

to
ght to obtain gpecific

mg%tha, pbest of Piluso’s

umm-.mmmmmt by Pilupo of this

Agreement and the Other Agreements ‘will.not:. (1) violate any

judgment, order, lav or regulation lppu.uﬁ,—to Pilusc; or (ii)

result in any breach of, constitute a def under or result in

the creation of any lien, charge, umr.{t{o terest, pledge, or
t indenture

mwmmmmmn any '
bank loan or cradit ement or other

mortgage, deed of trust,
instrument to which piluso is a party or to wh his assets are

gection 4.4 Consentd. Except for Rebetti’s waiver
(sea Section 6.4 below) all consents and/or waivers to the
transaction contemplated herein as ired by the Company
stockholdars Agreement have ‘been obtained except for Incom’s
wajver of its rights of first refusal, for vhich the Right of
pirst Refusal Shares have been reserved in the event that Incom

elects to purchase its proporticnate share of the Shares.

section 4.5 mmxhg:_mm. The Shares are owned
n:raunrdnﬂhm-ﬂnhuy'wr uso, free and clear of any

liens, charges, encumbrances, pledges, claims, security interests
or other rights of third parties. piluso has good and marketable
title to the Shares nﬂhl_thauhnlntorm'h. pover and
capacity to sell, u-mmwmmmwumumr free
and clear of liens, encumbranchs, security interests or other
restrictions ( than restrictions imposed genarally by state
and federal securities laws with respect. Se-tnregistered
securities). <
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Investor registered
under the Securities Act of 1933, as amended (the ¥gecurities
m:t"i, by reascn of a 8 ific {on from the registration
provisions of thea Secur ties Act, availability of which
m.mnthlrthlml, bona fide naturae of the
Investor’s investment intant and .g:u-w ;
represantations, as expressed harein. B

section 5.2 mtg;ﬁ_smﬂhm The Investor
that the Shares it purchasing are "restricted
securities” under the federal securities laws inasmuch as they
are being acquired from an affiliate of the Company in a trans-

action not involving a public ott-:!.nul and that under such laws
and applicable regulaticns such secur ties T;:r be resold without

section 5.3 authorization. All corporate action on
the part of the Investor and its ofiicers, directors and share-

holders ne for the authorization, execution, delivery and
performance by Investor of this Agreement, the RSL Note(s)
nnﬂthtnmrm-mtl,thl n:thnshnmnndth-
performance of all of the Investor's obligations hereunder has
mmuuﬂlhquhnprmr the > .
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gection 5.5 lagand. It {s understood that the
certificates evidencing the Shares shall bear the following

legend:

“These securities have not bean registered under the

soﬁritt? m‘n! :::3, :: amgndad. They m}:.nh
Bo offered for e P or T&D:L the
l.bll;!ﬂl of a ml.lt.rlti.on :mﬁlt effect with

rupﬂt:nmmitlum:mﬁ or an opinion
of counsel satisfactory to Internat
Telecommunications Group, 144, that such registration
umtr-s\dr-dnrunlmmdwrmnttuMa 144 of
such Act.

gection 5.6 m_nj_w. Investor, through its
parent, RSL communications Inc. (the "Parent®) nas in place a2
lina of credit with a commercial bank for u.s.éin,nnn,nnn.
= = .

T

section 5.7 . Investor is currently
negotiating the terms of of U.5.$200,000,000 principal
umntntmlormt.u;ﬂuulmmsmhﬂhmtn

mmt.-neh-trmmtim. mmﬂymu
utilize the proceeds of the issuance of such notes to pay down
its line of credit and generally for relating to the
furtherance of its global telecommunications petwork. If (i) any
of the principal shareholders of Investor engage in a pusiness
involving the creation of a global telecommunications network,
which business would not penefit current; shareholders of
Investor and (ii) Investor’s President, Ttzhak Fisher (*Pisher"),
w&ﬁm such business, then the Investor will assure that
Piluso p:widadmopportlmmytnputic ta in such
pusiness with Fisher in the same proporti tﬁ:. risher and Piluso
own equity gecurities of Investor, and on gapa terms.

{

ARTICLE VI

. . ]
The obligations of the Investor to purchase and pay for

the Shares which it hias agreed to purchase at each Clos and
tha other obligations’ of the Investor under Agreement are
subject. to the fulfillment at or prior to the relevant Closing of
the follow conditions, any of which may be wvaived in writing
in wvhole ox part by the Investor: -

Section 6.1 . On the
dats of each Closing. e representa warranties of
Piluso mmmmummn1u and correct in
all material respects with the sama force an’ effect as though

1008773597 7N J
- -/
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such representations and varranties had been made’at and as of

thnajnutunh:uuh:lum,mp:m-th- int that any
changes therein are specifically contesp by this Agreement.
Pilusc shall daliver to the Investor at Closing, a certifi-

1]
seotion 6.2 lﬂ_% The New
Shareholders Agreement as set forth attached hereto

shall have baen entersed into at the Initial Clocing Date.

section 6.3 W Theve
hnlhnenmtm‘l,lﬂ ve as cf the I tial Closing Date, an

Mnmm.ﬂmuwmmwt dated
March 10, 1995, &8 amended by the First t to Employment

A?'r‘llﬂ'lt dated as of September 22, 19895, between the Company and
piluso (the "Piluso Employmen Agreemant®) as get forth on

~ section 6.4 nm_uw. rebaetti shall have
waived his first refusal rights under the Company Stockholdars
Agreemant. Investor shall have pbeen furnished evidence of the
wajver Tncom of its first rafusal rights cr such rights shall
bave expired as described in gection 1.2, above, prior to any
second Closing Date. A

Section 6.5 mﬁﬂll. The JCC :h;n have approved
the Transfer of control Application. =~

]

gsection 6.6 m.m_awm There shall
have been a stockholders meeting of the Company OF tha execution
of a written consent in lieu thereof at which meeting or by such

written consent the holders of the yoquisite; nusber of shares in

mmmllm-nppwmnh-rwm y of its

rirst refusal rights in connection with the sale of Shares to

Investor and shall have set an appropriate price {substantially

ﬂml to the Purchase price per Share) for Incom's first refusal
ts under the Company Stockholders Agreement.

: section 6.7 Porfolmanca. The Company and Pilusc shall
have performed and complied in all paterial respects with all
agreements, obligations and- conditions contained in this

thltm:ﬂuundtohlpaﬂomdor 1ied with by
thnnnnrhtmthncluim. The Coapany and P uso shall
deliver to the Investor at the Closing certificates to such
.’:wt-- i L -
[ i
N

:
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The obligations of Piluso under this Agreemcnt are
subject to the fulfillment at or prior to the relevant Closing of
the fuuuvhqnnmdltlm ‘any of which may be walved in writing

ar

time of such Closing, mummntthltwmu
therein are rically contemplated by this Agreement. The
Investor shall deliver to piluso ati each Closing a certificate of

its President or Vice president toisuch effect. -

Section 7.2 Performance. The Iavestor ghall have
performed and complied with all agreements, obligations and
conditions contained in this Agreement that are regquired to be
performed or complied in all material respects with by such
Investor on or before such Closing, includ payment to Piluso
of the applicable portion of the Purchase Price set forth in
Section 1.2 of this Agreement., * The Investor shall deliver to
Piluso at sach Cclosing a certificate of its President or Vice
President to such effect.

section 7.3 W‘m The New
Agreement as set forth in attached hereto

shareholdars
ghall have bean entered into at the ITnitial Closing Date.

section 7.4 w_u_mm{nnhm“ There
ffective as of the In tial Closing Date, an

has been executed, e
amendment to the Piluso Eaployment Agreement as set forth on
Exhibit C attached hereto.- ’

7.5 . Investor shall

section

have made available to Rebetti for s , effective as of the
Initial Closing Date, (1) an agressent { Rebettli and the
Investor similar in form and substince to this Agresment (without
any m-mnﬂw and varranties {ng the Company)
prov for the purchase of to 11,510 shares of the

‘s common stock (*Rebett Shares") at a purchase price of
$96 share, 25% of such purchase price to be pa abla at the
clos .mﬂthn:ulinlng'lﬂutnchpurchlupr to be

Pr

each, p-ya.h:l.-unuur ’” and thi anniversaries of the
closing, with interest at a rate of 6% annually, pursuant to a
note or notes and a Stock
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registration r agreemant Rebetti and the Investor,
in connection ¥ shares of the Investor obta pursuant to
the Nev ’ ml“ a la to tha

es’ counsel, prov. ing for Form §-3 piqu {stration
right:':q tvelve months after Investor’s {nitial public
offaring. ’ d

section 7.6, &IIWW
Imntur-hﬂlm-uﬁlm e to Pilnso, for signing as

custodian for the Piluso Daughters, effechivé as of the Initial
Cloaing, a registration rights agreement between the Piluso
paughters and tha Investor, mutually acceptable to the rties’

pursuan Shareho , providing
Form S5-3 plggy-back registration rights beginning twelve months

ARTICLE VIII A
. \
section 8.1 Indemnification. '

a) . . Piluso
fy and hold harmless Investor, its directors,

officers and employees from and againet any and all losses,

claims, damages, 1 abilities, costs, expenses {.'I.m:l.uding

reasonable attorney’s fees and all costs and expenses O
such right of i{ndemnification against Filuseo) and

enforcing
penalties, if any, arising out of gr based on or with respect to
the breach of any representation or warranty made. by riluso

herein. X

b W@W‘- Investor
agrees to ify and hold harmless Piluso from and against any
and all losses, claims, damages, 1iabilities, costs, expenses
(includ reasonable attorney’s fees and all costs and expenses
of enf such right of indemnification against Investor) and
penalties, if any, arising out of or pased on or with respect to
t.hnhmnhntnnrr-pr-mt_ltimnrnmntruuwm“tor

(e) WMM The
ties contained in this Section 8.1 shall survive until

is

cection 5.3 Asendment to Cartificate of Incorporation

n_t_\'.ln.[mlﬂ!- mmwummmu
amend lts Certificate of Imu:pnntiuntnupdlh tha reference to

100773587 ) 10, s
S
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piluso’s Empl t Agreement in a 8 of Article Fourth
thereof um{m reference m!“ Eﬁ.m-m to the

Employment Agreament as of even date herewith.

section 9.1 wwmmuwm‘
and Covenanta. The representations, varranties, covenants and

agreements of the cc:gl.nr. pilusc and the Invastor contained in
or made to this Agreement shall survive the execution
and delivery of this Agreement and the Closing until December 31,

section 9.2 W Except as
otherwise axpressly prov herein, this Agreenent may not be
assigned by any party hereto without consent of the other
party hereto. Except as otherwise expressly provided herein, the
terms and conditions of this Agreement ghall inure to the benefit

of and be binding upon and
tted assigns of the parties. Nothing in this Agreement,

permi

express OT liu,hwmmtaumwplrtynthu
than the es herato or their respective heirs, successors and
permitted assigns any rights, jes, obligations, or
1iabilities under or by reason of 5 Lgumt,.ucopt. as
expressly provided in this b et ¢

of the state of New York l!plic-hh to contracts entered into and
thin such state. . All parties hereto

.leréby congant to the nonaxolusive jurisdiction &I all courts in

section 9.4 Wm This Agreement may be

executed in numbar of amtgr.;'ﬂ, each of which shall ba
deemed an orig , but all of ch together shall constitute

om-mﬂunniuum-nt.

section 9.5 W_ﬁnh:mnl, The titles and
subtitles used in this Agre are used for convenience only
-Mmmttuhlupmid-rdinmuitrumwnr interpreting this

Agreement.

Agreement any m‘wqmttmll :-an:ﬂm, shall be in
writing and, deemed duly given if ed by istered mail,
postage prepaid, .dd:.:qn-d as follbws: . i\
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(a) Any notice to the Investor shall be addressed

to such party at its address hereinabove set

Attention: Robert L. Kohl, Eaq.

(b) Any Notice ‘to the Company shall be addressed
to such party at its address hereinabove set

Fletcher, Hauli & Hildzeth, P.L.C.
Street - ‘

(ii) By giving the other party at least ten (10)
days’ prior wvritten notice, any party may, by notice given as
nhm;- provided, designate a different address or addresses for
notices. :

Section 9.7 Amendmente and Walvers. Any term of this
hgreement and the observance of any term of this

may be
Agreement may be wvalved (élther generally OF, in a particular
instance and either retroactivaly or prospectively), only with
the written consent of the parties hereto.

section 9.8 severability. If one or more provisions
of this Agreement are held to be unenforceable under applicable
law, such provision or provisions shall be excluded from this
Agreement and the balance of the Agreemant shall be interpreted
as if such provision or provisions were 5O excluded and shall be

enforceable in accordance with its lt.l!ll-

-

section 9.9 Entire Aqresment. This the
Exhibits , tha Other Agreensnts docunents
be delivered pursuant hereto, the entire
.:z:--nt batween the es with regard Lo
th--pno:ltin-nh:l -lthrh-r-n!nndnnpnrtymuhnluhu
or , warranty, ©O or
as tically set forth herain. :ﬂ prav t
( ttan, oral or ‘implied) among parties relative to

F.0I3
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'! ‘.
the specific subject patter hereof s superseded by this
Agrecment. ' /

'h/
gection 9.10 m! The Compafiy shall 11

reasonable costs and expenses, 1 reasonable .Eg:;-y.:

fees, incurred by Piluso, Rebetti and Investor in connection

with entering

T | ;
gection 9.11 ﬁ.u:nﬂ.m. Any dis te between th
pa:tiuuithrupocttn nwul{gmm ¢
included herein and including the validity rpretation

breach, and remedies for breach, and the n;:forclllnt of thl-
accordance with

ag
the parties cannot reach such agreesent, the es
shall appeint an arbitrator and such arbitrators shal select the

Arbitrator. The Arbitrator will be bound by the substantive law
ntmmuo:lw!urkhutvin mtb-mumwmu“ot

evidence and procedure cus in The
arbitration shall take place in Nev york. The execution of this
Agreement shall constitute an execytion of an arbitration

X ¥ :

agreenent as well. X

1% WITNESS WHERROY, the pnrt.iu'ﬁﬁn exacuted this
Agrecment as of the date first above written.

IH'!I&I.:H&TIBHLL TRLECOMMUNICATIONS GROUP,

BY
Yame: CcCharles M. Piluso
ritle: President

251 COMMUNICATIONS LINITED
. i
By: :

Hame:
':.'1_1‘:.1“

00ETTES U7 i : 131
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\

Charles M. Piluso a# custodian for
victoria Piluso

‘

Charles M. Piluso as custodian for
Jacqueline Piluso

P. 018
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STATE OF NEWYORK )
)

COUNTY OF NEW YORK ) WMCR),S
YERIFICATION

1, Itzhak Fisher, am MWMNNMN‘MM
verification on its behalf. mmmnmmmwm
cwmmmﬂwwm-wmwiwmﬁudnmdm
Mnﬁbﬂnﬂuwthlcmlwmthﬂnmhm

rmmmﬁmwmwﬁmﬂmam. 1996,

Y=

Mnﬁmwmhmhuhuﬂcmmmmﬁmrmy.
1996, -
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STATE OF CALIFORNIA
COUNTY OF Los Angel e

T S
\

: VERIEICATION
! this
wmwmmnmcmm.-duwwqm
wﬂtnuhuﬁ mmmh@mwwwm
mmﬂmmwummwhﬁmm:ﬂum balief,
asid a3 to those matters I believe them to be true.

I declare under pénalty of perjury that the foregolng is true this /_ day of July, 1996

"'-».
. (£
~ Richard Leslic
Subscribed and swom t0 me, . aoed for the State and County name sbove this G_ dey of July,
1996 . '
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M am the and

Chanles M. Piluso, President of International

Mm > - and Mﬁnhﬂsm:mﬂ:
Group, Ltd., and am =

hﬂmmnﬁnhmw Joternational elecommumscations

Corpocation Internstional Telecommunications ¥ mm-“-atqmw
uum:d:mm:ldnm-dbﬁduwmwuﬁem

to be true.,

o
N ey o e
My Coruziss OQualified ia New York ¢

TOTAL P.B3
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