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Ms. Blanca Bayo 
Director 
Florida Public Service Commission 
2S40 Shumard Oak Boulevard 
Tallahassee. FL 32399-0850 

Re: Applkalloe lor Authority to Tnn.-.fl'r ('untrul 
o1 LOS Ventui"C!S, Inc. 

Dear Ms. Bayo: 

Enclosed please find an original and 12 copies of lhc Appli~.:atiun fur Appro"'al of a 
Transfer of Control of LDS Ventures. Inc. ("LOS") from the cxi~ting \harchuldcrs of U>.Ci 
to lntenncdia Communications Inc. for filing with the Conuni~sinn. Aho enclosed is ct 

duplicate copy of this filing. Please date-stamp the duplicate and rclurn il m the self· 
addressed. postaae-paid envelope provided. 

Please do not hesitate to call me if you have any qucstiun~ rc~ardin~ this tiling. 

Enclosure 

Respectfully Subrnaltcd. 

./'' / // . 

James J. Freeman 

.. 

/ / 
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BtiOI'P IM 

STATE OF FUIRIIIA 
PUBLIC SERVICE COMMISSION 

Application of 

INTBRMEDIA COMMUJOCATJONS INC. 
and LDS VENTURES, INC. 

For Approval of a Transfer of Control 

I 
I 
I 
I 
I 

APPLICATION 

1)1.-.:kc-t Nu. 

Gnt,.....I'I!..J 
\\ I ·- .. 

lntennedia Communications Inc. ("JCI•) omtl Ul\ Vcnturl'~. Inc. ("LOS") 

(collc:c:tivdy the "Applicants"), by their atlomeys. hereby TC!!.pl."t:lfully request authority (rom 

the Florida Public Service Commission ("Commission"), pur!lunnt tn Sccrions :\64 .. \.1 and 

364.345 of the Florida Statules, lO transfer control uf I.I>S frum thL' ~o:urrcnt shareholders of 

LDS lO ICI. L.DS currently is certified to provide intrds.latc tdL'CtlllmHmiL·ations services in 

Florida as a reseller, and will continue to operate a.\ a tdco.:ununumcottltlll!l. service.., provider 

in Florida after the transfer of control. Due to the timint! vf the Applkanb' bu!iiness plans, 

they respectfully request that the Commission is.'iUC an nrtlcr approwng the tr .. msfcr of control 

on or before Manit I, 1991. In support of their Application. the Applicanh pro ... ide the 

following information: 



• • 
LDS Ventura, Inc. is a privately·held Florida c..:orporation. It maintains its principal 

office at fiJI N.E. 29111 Place, Boca ltalon, Fl. :U4.11. I.DS I !'I authnrited by the FCC to 

provide interstate resale lei'Viccs. LOS and its affiliated cn1111cs arc authorized to provide 

inbutalc telecommunications servites in S states. including Hurid<L I.I>S received &ts 

certificaae to provide intere:.:change services and AOS m Florida un October 8, 1992 in 

Docket No. 920788-TI, Order No. PSC-92-11~~-1:{)1:-TI, ('cn•lkatc Nu. Jl28. This 

certificate was amended to reflect the fictitious name "Lon~ l>i\tanL·c Saver!., Inc." on 

January 31, 199S in Docket No. 941336-TI, OrdL·r Nu. I'SC 4~ IH4~ H>F-TI. The name on 

Cenificaae No. 3128 now reads LDS Ventures, lm:. d/h/a l..ong Dist.mcc Savers, Inc. 

ICI is a publicly held Delaware corporation hcotdqu;tncn"'l al _lta:!:"i Qm.'t.'n Palm Drive. 

Tampa, Florida 33619. JC'I is a rapidly gruwmg J•rm·•dcr ul mtL·~rakt.l rclccummunications 

services offering a full range of local, long dislance and enhant:t.'ll data loCrvices co business 

and government cuSIOmen, long distance carriers. Interne! loCr\'Ke pruvidcrs and wireless 

communications companies. ICI opcrales as bolh a facililic .. -h.a!-4-d and resale earner. ICI is 

authorized by the Fe:deqf Communications C'ommisstun In H "( -~) 1n pruvtdc.· inlcr~late and 

inlemational ldccommunicalions services. IC'I al!tt' '" ;mthonll·tl tu 1}ruv•dc mft"d\lalc loll 

telecommunications services in all ~0 slates and !he: I>J\tnd ul Culumtna. 1<'1 ill au1bori1.cd 

to provide kJeaJ ldccommunications services in -'~ \talcllo and !he.· D1stnt:l nf C'olumbia. 

including Aorida. ICI received its aurhorily to pruv1dc mtra-.. t.llt' tdt.•wmmur lt:4UitJn_\ 

services in Florida on October II, 199~ in Docket No. Y5tN~4-TX (luca]), :m June 6. IY87 

in bocket No. 870084-TI (toll) and on May 2'J, I'Nflm Dtll:i.l'l N11 ~U-.(11',_, TS iST."i) lh 

Gualifications arc, therefore, a matlcr nf rt.'\.·urd hclurl· lhl· ( "umm"\lun 

. 2 -
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II. Dt:siGNA'II'J) COP'lfACIS 

1be dcsigna!ed contacts for purposes of thi!l Applu,:auun arc: 

James J. Freeman 
Melissa M. Smith 
Keu.EY DIYE &; WARREN 1.1.1' 
1200 19dl Street, N.W., Suitr son 
WullinaiDI, D.C. 20031> 
Tel. (202) 9"-9600 
Fu (202) 9"·9792 
e·mail • jfreeman@keiLeydrye.com 

msmill!Okelleydryc. rom 

Copies of all c:orrespondence, notices, in~Ulrll'\ ;ultl unkr' ,1J,)Uil1 ;d"'1 ht· \4.'111 tu: 

for ICI: 

Patricia A. Kurlin 
General Counoel 
INTEitMEDlA COMMUNICATklNS I !'lie. 
3625 Qo-. Palm DriYe 
Tampa, Florida 33619 

ror Ll>S; 

C'hn,tnphcr H_ Chdcllt.' 
v l(l' f'rt'\llkllt 

JJ>S ('oMMIINJCAliOI'Os, INC. 

P.O. lim. HlhO 
Mnnn~t:. I A 71:' II HlhO 

Ill. R.t:Ql.lm,'T rna A••aov.u.. n1 TRA.NSnlt ('u~nutl. ot l.ll\ ·m ICI 

On December J7, 1997, ICI and LDS entcr1..'tJ tnh• a t.kfuutlvt.· At.'(jlllsilinn A~rocmcnt 

ourstanding share> from the curren1 LOS shareholder!.. 1 1··'"'-'ntl;t/ly. the ;.u,:quisition of I.DS 

by ICI will result in a tnlnsfer of control of LDS tu 1('1. I.I>S ~A til nmttnuc in cxistcnct.' 

after the transaclion is consummaled when 11 wllllx- .1 wholly o~Annl -'"h'llllary •f 1<"1. The 

boards of direclOn of ICI and LOS have approved lhc Agrccmcnl. 

--------
11M Aafui11111uft ,.,,_,._., .:.a he provaoJ.,d In lh<' Co~mml"-~•"n un 11 '"liluknlulll t....•~ up-111 '""'1~­

'Thll AlniCIIDall aiiU pruvidal rOf ... 81:11Yit.iti011 hy ICI ul udk·r 1llih•lr~ u/ f _DS 

' 



Under the aenns of the Asn:ement. I( ·1 wtU dchwr ca\h m the amount of $2,244,1 J9, 

subject to various specified adjul&ments at ur suhs...~1u:nt ftl dn\111~. m c:Ju;han,c for all of the 

issued and outstandina SUJck of LDS. The total acquisition co~t ot Ll>S and its other 

affiliated entities is es&imated by ICI to be approximately $1 ~ l.OOO.<X)(), subject to 

adjustment. No more than S31,000,000 will be paid from Jf'l'~ existing cash re.serves and 

the ba1anc:e of the purchase price will be paid an IC'l cummun \h-..·k. ('onsummahon of this 

transaction will noc in any way undermine the financial condihun of I< 'I or its ability to 

continue 10 prvvide hiah quality lelcx:ommuntC.Ilttnn~ !l(.'fYtt'C' to nt\lomt·rs an Honda. 

After the ll31lsfcr of control, Ll>S will cuntinuc lo uJlll:ral~· .... tt has in the past. 

pursuant to the same name, wiff and operating authority. Thu'>. the trao~fcr of control wilt 

be seamless and will have no adver5(' impa-.·t un l llS ·, \·u,hutwr' 111 Horu..l;t. On lttl' 

contrary. l.DS's ac:c::ess to fCI's c:apital, economic~ nf ~:ale. and additional scrvicc: offerings 

will enable it to improve its .servi~ to both cliMin~ and nc:w I.'Ustnmcr~. 

lCl poucsses all financial, ma.nagcrial and 14..'\:hnu.:al 'luahlkahun~ Ol'CC:S!'iaf)' to 

assume ultimate control of U>S. lCl is a raptdly J!mw 111~ tdt·, ttrumtmu:•~uum .. :mn('<Ul)' that 

was founded in 1987. Between 1994 and 1996, I<T~ rt.'wmtl., l!fl'\l.' from $14 million to 

$)03 million.' For the third quancr nf l·alcmlllr Yl'<~r JtN7. If ., sq•ortl·d rl·wnul'' of 

approximately SIM million. • Due to thf fact that n •~ 111 thl· prun·" uf al·'luirin~ and 

constructinJ faber optic networks nationwide, JCl ha~ rdtl·d pnnn1•ally on 1hc c:\pilal market~ 

to fund its rapidly expanding operations. ICI i~ kd hy .. hli!hly 'lualtftl'd tl"am of 

management personnel. all of whom have cxtcn.\tw hac.:kl!mund-. 111 lh~· tdl·l·ummunicati(Jn!l> 

A \:tlpf of lCI'~o 1996 SI:C form IO.K ., ~ hcr.·t .. ,., All.t~thmcnt A 

A copy of ICl'1 IQIIIt NL1CIDI SEC fomt I().Q ts ~ herd<> ., .\lt.. hn~t·nt H 

. 4. 



• • 
industry.• iCI's telecommunications eapertisc, and lhc public's s.aw~fOt.ction w1th 1h services, 

is demollstraled by the fatt thai the compmy has e1pericnccd \Udl ln:mc,_·rulou' }!W\•IIIh 111 

IV o I'Uauc llnEUIIr ANALI'SIS 

Approving the transfer of control of LOS from ib curn.·nt !oharchuldL·r-. tu J( ·r '' m tht· 

public inlerest. 1be combination of LDS and ICI will enhance both I.J>S's and ICl's abilit)' 

10 compete in the market for lelecommunicatiom. !!CfVJCc)o 111 Hund.t. Both liiiiiJI.um·, will 

benefit from increued economies of tta.lc that w11l penni! tht·m tu IIJil"r;alt· murc efficiently 

and thus to compete more effectively. ()ycr time, C001umcr!!. m Flundo. .,.,.,11 ht.-ncfit from <he 

availabiliry of increued local and long distance leleoommunicatium. pr•llluct and )lol.'rvicc 

options. 

• Brief biopapllical .......... " ~.ICI'5 _,.,, nwnar••lf)!;nl p.·r ... >nn.-1 ""' IIPf'O-'nJ..·d h··rt·tu .... 
Al!edt"PtiiC. 

0 ~ 0 



WHEREFORE, the Applicants respectfully request that the Commission authoriu a 

ttansfer of control of IDS to ICI. 

Datt:d: January 23, 1998 

RespectfuUy \uhmiut~d. 

INTf:llMI!UIA ( 'nMMI•Nif · A'III•Ns fN« ·. ;tnd 
LOS VENTtrltt:.\, INc. 

By: ~--22: K . 

/ Jarnes J. freeman 
/ •Melissa M. Smith 

~- . 

«.eu.a:v 1>1n & WAJuu:N r u) 
1200 19th Street. N.W. 
Suite SOO 
Washington, J>.C. 20().'\t. 
(202) 955-9600 

Their Attorneys 

. t. . 



VERJFIC AT ION 

1 n:prcsenl LDS Ventures. Inc. and am audmnr4..'d to make this statement on 

its behalf. I have reviewed the foregoing dtK:Untl'TII and dt·<.·larc: the ~t.atcmcnts therein 

conc;:cming Lt>S Ventures. Inc. to he: trut· of my en~ n ~nnwkd)!c.'. l'kl'l'pt a!i tc1 matter~ which 

are Slaled on information and belief. As to those maucr\. J nclicvc rhcm to be true. 

declare under penalty of perjury that the foregoing i~ 1ruc and corr~t. 

SUBSCRIBED AND ~WORN to before 
me this~ day of On""""S . 1998 

Uy: { -- >--·- (._ _k 

Date:: r/7~~~-- __ _ 

NOTARY PUBLIC tn and for said County and St<tt~· 



statement on its behalf. I ~ve reviewed lh\· fun:~ninl! dnnurwnl ~tnd declare the statements 

therein concemifta lntcnnedia Communications Inc. tube truL" of my own knowledge, eu:epl 

as to mauen whidl ~ llated on information and beiH!f. A~ tu those mauers, I believe rhem 

to be tr\le. I dec• under penally of perjury that the forc~uin~ ill true at1d correct. 

lty. 

I I ) . 
, , · · ._ ... _.,_..:_..t_L .. L 

J)atc : -\ ~~.s v;!i_ _ __ _ _ 

SUBSCRIBED AND SWORN to before 
me this ?Z""day of 8\v~ • t99S 

for said County and Stale 
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ATTACHMENT A 
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SECURITIES AND EXCHANGE C<>MMISSION 

FORM 10-K 

I&] ANNVAL ltEI'OJtT PlJRSUANT TO SECTION B OH 151dJ o•· Tilt: SU'lJHJTU:s f.XCHANGF. 
ACT OF 1934 (FE£ REQUIRED] 

0 TRANSI'nON ll£POAT PURSUANT TO s•:c "TIC JN 1.1 f JN I ~4 d 1 ( W Tlf •: Sf-:< ' I' H ITI•:.~ 
!EXCHANGE ACT OF 1934(NO FEE ltEQLIIJli-:I>J 

For lhe Y ar Ended 
~- 31, 1996 

Cnmmr"'' m hie 1'\umbc:t 
0·!4H3~ 

INTERMEDIA COMMtJNJCATJONS INC. 
ff:.IIMf nan_. ,.f fftJ14t1.1tH' a . J"' •'···I .,, , .. '·•'''', 

DELAW.\RE !-'I. :!'11 •• 1!\IMI 
!SUI .. or ...... j11n.aca.. .t illcorpor81iaol « orp!lilotCMHII of mplotHr ldrnllh t allnn "'u"'~' 1 

.16ZS Qut·~n l'<~lm llri\•· 
Tampa, t'lu.-id;, ·'·''•''~ 

f -\ddrf'\.\ o.f prtth·•pal f'\r·• uf" c- .,n •• ,.,. 

S«uritles ncbte~ punuant to S«tlnn l21b1 of lh~ ,\ct : :"oorK 

SKurUJes ncbCc~ punuanl to Section llfJI of thl' Al' l : • · .. ,nm>~•l \1·" I .. p.u '.Jhrl· ~Ill pt·r -.lwt• ~ ·~'"' 
I•• I'• II• h.o"' uruf'. ool ~wr"'' I · l'rc:lt•nnl S1•" .._ 

Indicate by check mull: lo\'hCihc:r I he re~1,1ran1 1 I t h.l' t1kd .oil r q>•Hh r~·qum·d 1" hr hkd h~ Sc.:h"n I l ur 
15(d ) of rhe Secunues E1chan11c A~l of IY .'U dunn)! th t· prt·, cd 1111' 1.' "'"r.th' '"' 1"1 "" h 'h"n<'r po.·w.J tll.Jt lhe 
regiStfllnl WU tcqu1red IO file ~uch rcpon~J. JRLI 1 ~I h..1' ~rn ,ul•tt"' I '" "h h lr lr n~ l<''lUII<'nlt'nl\ lot the p;J\1 
90 days: Yes (8] No 0 

lndicace by check mark 1! drsclo~urc ul t.!thnqut.'nl Ill<''' l"""~otn1 '" ltc:rn -10~ "' RqzulJiwn S-K " nnt 
nmt.:uncd hcn:&n. and will nor ~ ..:nnt;unt'tf, '" 1111· 1'<"·1 .. 1 11..- ,,.,., .... ,,1··. ~ ll""'kd~<' 111 1.-tuull\c pt•>\\ or 
rn!orrnauon \Uttemcnu. t~orpuratcd by telt'tcn~-c 111 l'.ut Ill ••I rlu . I""" Ill" .. , .>m .llm·r~olrnt· nt 111 ""'I ••1111 
IO·K. 0 

AgreJ•IC mat\tt vaJue oflhe voun1 ~lfll.l. hch.l hy '" 111 .tlltlr.ll•··. • oo l rlw wro·.rLwt ,,, \1.tr. Ia '· I 'N J \I 71!.4h'J.2 2 1 

As of Much 6. 1997. there were 16,307.577 \hJrc' "' thr ~q.' r -u.un 'I ·,,,.u~oor1 S•·~ k touht.m.Jrn t~ 

O.u-.c 

Prolly Statcmenr rC'Iahnlll<l rc~t\lranl'' Annu.1l _,,,.,.,,"1: 
nf Stuckholdc" ro ht lwhl un Mu )' l.' I'"' I 

l'.ut Ill 

1 As used herein. "v(J(tftl stock hehS by non-afhho.~t<'' .. lll l',lfl' ,1r.1•n ut < ·,mmon :'\tud. hdo.J h~ Jlol'''""' ••lht."r 
than e!leclllive orl'iccn. direclOfs and pcrsun\ huldmg Ill r ,, r" "' ·v~ "' the' lt'!!l'trant' \ C'tJR1mun SilK~ The 
drtenniM&iun or onaftet value or lhe Common s ..... k " h."(' II 1111 lh(' I ..I\( reponC't.l \;!It' pnl'C :J \ reponed h~ lhC' 
Nudlq National~~~~~ on lhe dar~ 1ndr~·;~tC'd lhl' •••·l•·rnurr.llr<> rr "' lht· ".llhlr .Jlc ·· \IJIU\ lm puq.uo,c\ ulthl\ 
report on Form 10-K shall no! be: ckemetJ ..1 t.lctc rlll rll.lh"rr ,,, "' "lwth<·f J n mtil'ldu.JI '' .111 " .tllrharc .. •• I the: 
re&i.SlraJU (or any other purpo-.c" 
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Refen:nc:cs in lhts repon EO lhc ''Company·· "' · ' I( ·1 · · m•· .111' I nrt·r nlt'<h~ c ·, 1rnmum~ atmn' In~· llll.fCI her 141lh 

ill aub&id.iarics, Caa:pl wlacft lhc (;OftlClll lllhc ...... ·l\c: IC~lllll'' ( ' ('lt,un lrllll\ U!>Ctl herem ;!IIC' defined 1ft thr 
Glouary whK:h bcpns on pip lS. This rC(lll/1 l'(ln(;.llfl' t '('/1.1111 ..... , ..... uti lo" •k 111~ ,, JICIIlCRh .. ··nn.:cnung the 
Comp~ny'sopaMioas. ~ petfonnam:c ;and hn~lll' lal 'lllltlllllll\. \A.hh h ollc.' \UhJCd '" IOhcrcnl uncen.I..IR(IC:~ 
and nw. Aaual raWtl ~ diff~r m.:ucnally hurn '""''' ollllllll'·••nl '" I hi\ lCpttn When u-cd tn fhl\ rc:pon. 
the won~& "ellillllle," "project." ''antu:lpatc... "e-IICd. ' · .. 1111rn•l... .. ht'lu·\(" · · an.t \tuulou C'lprc~\lon~ arc 
1ncendrd to identify (orward.loCJkina \l;atC~T~enl\ 

lCl is • rapid.ly lfOIII\IIJ intearalcli comml.lnh: JIH>n\ ''"" ' ' '"' I'' • '' l•kt 1 ·' I(· p· · 1. • •lh'n n~ J I ull \UIIC c rf lo.: :~I. 
lonJ dis1aftcc: and eohanced data tc:lcn)mmunu:arum' '"'" ,_.., to tn'''n"" ·''"' .:"'C'Jnmcnl ··nd U\CI , "'""ncr\, 
lona dist~nce carrien. Internet Sc,..u:e J•ruvu.tc" 1 · 'l'iJ•, · 1 1ndkr' .• u.l ",,.. k" , "'nmu11r. ·'' '""' , "llll'·'"'~'' 
founded tn 19117. the Company '' runrntly 1111' 1lu•· I 1 ... , ••. ·· • • tw .• ·.t • '" ""'"·'''''''' tt·l···, •mmun .. ·"" "" "'" ,, c' 
1cv~nue1) amon1 prov1den a~nrr;~ll) rdcrtec.l ht ·" '""IJ>I'IIIJH· r ..... 1 "'· "·''')., .•. um·• · • c II .!', ·· , ~11cr ~fi·S 
CommuniCOIIIons Company.lnc. and Telepuf1 C ·.,uunuru, .•ll"'" I ''""I' In, lite I "1111 .111 ~ h.,, '·'h:' nlll"'' 111 .':l 
c;1tic:s throushot.Jt the entem half of the: UnuccJ Stain .wd ••lin , .1 lull 1u.-!• , 1 I' ·" ~ ,, ~,· "' '"'''' otrrunum, JtloJh 
scrvic~1 in IS meuopolitan Ulttstic;al ouc~~ In Apul I''' '' ' I( I I .. ·, .w"· .. , ... ... •h•· '"" II I'' 111 ch,· t 'mrcJ S1o~1n 
to provide inleJ~ switched local and lung dlo,l.Ult t" 'c"" l' ·rul """' h."'",. l•h .•Ill· ·~~~· ''"'·m••· '"'\.C ,lA 111:hc:' 
1n sc""ice. The Company prov1dcs cnhan~ed Jat;J -.·n 1' "'· "" ""'"' '' lr.rm•· •~'~·• ' . .• ·.:.11, lur11111u' U;Jn,lcr mode 
1 .. A TM") and hue met acces.s scn· ••·c~. pnmanl~ ' " hu\IIIC" .m,t f"' l'lllllwnr , U\h>llll'J\ 1 w.:lud1n~ n'cr 1011 
ISPs). in approJJamalely 2 .~00 Clites. nauoni4J<.It-. u11l•nn~ 11•1 I ·.,n1p.11o1 "'"''~~'" "·••·• '"'II' he, II ·r "'"' \CI'\l'' ;u a 
facilities-based in&ere~change c;arncr tu appru.11.unatcl) I~ .ooo "' ,, .. u,,.,, n.111oon"' 1dc ICI , 1111tmun "' w.·rea'c 
its cusLOmer bue and nel,.ork dcn~•t)' 10 the ca''''"' h..tll "' rill' l'n1lt'•l ..,, ... ,,., .111d " pur,u•n!.! .11/t,Jdi\C 

opponunitacs lo ~ additiOnal ~er.Jt:C' .md C\po~nJ tllh • , "'lll'l•·•u,·nl.al\ p·· '"''"l'lu, III.Jfll'l\ I hl' lool.ll t rur.:d 
States annual marker for 1h~ CompJny · ~ ,,,.;al. I on~ '''''·"'" .. w.t cuh.u" ··d ·'·''·' '''" '""' , . ,.,ruu.11~·J ,., tx· 
approximately S 165 btllion. uf wtm:h appm~unall·l~ ~~~ h1llo"" 1 • ,. ·IJJII.Ift•d '' • J,, .. 11lolrl'"~hlt- '" rh,· C ·,.llll'·'"~ 

The Comp.;~my ' s :mnuilh ted f'C'\'cnu~ tla \c:d •m rht· lo~ur1 1o •!"·"'''' "' I '~' " • • !'I\ 111~· I''" lnrm.1 .· lk\1 '" '''" 
recent acqur~llJuns) w:~~ Sl7) 7 mrlhnn The C'<~IIIJMn~ . 1,.,, . ., .. ,., " ·" " r r '"" lro~m ')I-I I uu l ln•n '" 1'"1-' h • 
S 10).4 million in 1996. rcpr~scnung a n JOlf)(>und annu~ t ): " '"' rh 1 .til' ool II•'' ' ~ l>urrnr: rhc \JIIIl' pc:flo>,J. the 
Comp1ny has 1ncreascd its s.alu force from apfUU.\Im.ucl~ -1 C. '" .iJ'I"'''"m.•r.:ll J"'i rn.· rc ~"·d the numhcr nf 
sales offices from (our to 21 and sro,.·n II~ cu~tom~r h~-.· 1111111 M. l-11< h> I-I. l H In I 'l'lfo. !he C • 1111pan~· adlll'\Cd 
a sianificar.t mil~stone lby inuoducin~ "'"' al r\.:h.IIIJZ<' '~"~'" ,., "' 11· 1'''"1"' • I"'"'"''" .mol I'""""""'' ohdt ·" .r 
prnv1det uf mtearraled t~Jc.:um•nunt< ·''" '"' 'r''" ,., •· • ,, .. " •· ... ,,. 1 . 1., •'' ··'·'·""'"I' I I I < • , ··11 tlh .HI• •11 m I 1 

''"'~~ ani! the:: D1Mnt:t ol Colurnbi.J 1 v.rth .! : ·•I'Jlh.:allttll ' tll.'n,hu!! 1. 1111 , ""'J>lt'l 111~ IIJh:r .. ,nucl'IJtm .:o·\ .1mcr 
aJr~emenu with si.1 incYmbtntloul c:ll~hange .:amc" r " III·.C, .. 1 11111 Jt•pl•o\111).' lot~> lc~~.JI/1""11 UI\IJII~c '""'C 
switches and (i\1) ctepoyinal7 d1t~ \wrr,·hcl hnn!!lll~ ,,, t.••·•; .r '"' .. ... ,,. h•·, '" K'l 

Manaacmcnl believes 1h11 a wel l tramcd team of ...tunt , .. j,., .unl c:n~ lll<'<'ll n~ ' urr 111 pwlt' '"""""· ••ll<"rtn~ 
'UStOmcn I (ull SUiW O( tc:JccommuntUIIOR\ ..CrvJCC ~. 1\ , nt u.: aJ I• l ,Khi(\ lllf II' ~<loll Ill t.: 3plur In~ me .1111 n~ful 
market &hare in the newly compelilive IO(;al teiC'commumt auun~ mJrlct R1 111/lro~rrn~ ln.: a! '"""' hcd \c:n· u;c~ rn 
mllfkC:IS where JU illc$ llld cnainccrinJ ~Upf)(lM team " o~JrcacJ~ Ill Jll.l\'C, H ., ICJdiCll a \1)!11111\0inl nule\t<IOC 
toward anammJ thil JOIII. MaftiJC~T~enl bciJC\'('\ lh.il IIC.'III~ <~nc ,,, I he' IC'\1. II .,., nlle'/111)! IIIICjll .IICU ......... lnng 
distance and enhanced da1a t.e""K'CS lo lb L·u,lun•cr' I"," •de' I he Cotlllf'·"'~ "••h " '• 11111~llll\" Jd\ .illl.•fC m 
pun~o~inJ W estJm;lled S99 b1lhon nauonal marker lur '"':al ud1anl.c \Cr\1'<'' Inc C11mp.m~ ''Irate)!} •~ '" 
systcmal~ally JCCUR .. arowlnJ pot11on of a customer', lciC'~nmmuntt.:.lllon' t•u,Jnc" .wd lhruu)!h the f'"'.-'''"" 
o( additiOI\a.l intearaled services. mcrea-c the t.:U\Iotmc• · , rcl•o~n, c on. .Hhl ,tn'c "' p.tnm·l\lup "uh. I he 
CompaJiy. 



'. 
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The Compan)' beliiCves that a stgnttic;am I""H1tnn nt hu\1 ne" .n1d ~·u' <'tnm<·nt , u'1unu:" prdcr .1 ~m~lc 
IGUI"Ce &elcc:ommunications provtder that dchvcr~ 01 full ranj!c ut c-t11ncnc .;tnt.! ~· .,,c cltc~·u,r ~uluu"o' co lhttr 
&e~ aeeds. 'These customer~ rcquttc maAtrnum n·lt.lhlllly. ht~h ~uo~hly. hro;W ~tnl!!raphh: 
c;overaac. end-co-cad savic:e, solullons·oncntcd cu,turncr 'cr\ •~.: o~nd the ttmc:ly mtrudu~·ctun uf nc" ;snd 
innovative savices. 1be Company •~ well po~munctJ to \.JII\1) 'u~o:h <U\tumc:r rc."qutrcment~ due to 111 th 
specillir.cd ula and .enice ..,roach empi"Y'"~ cn,:tnecnn~ anol \ale, pwfn\mnah "h'' d c)tgn and ttnplcmcnt 
cosc-effcctiwe lelccommuniCDJion~ solullun\, 1111 tht· ""~"·n~ ,Jc,c-lupmenl o~tlll tnlc:~;rallfln uf nc:-. 
lelecommunicllions ac"'ices. (iii) us loc alllun~ tll'lan< l' 1 "" r ' v. II< h .Inti tr .Jo\nn" 11111 nrl"'ur~ dept.,~ me: nr 
propwn, (iw) the irnplemena.ciun of K~ rnhJnu·ol •1"1" '" '" h<'' .uul ••lei :!Oil ncl..,nrl 111 ncl,.nrk mtcrlii<C\ 
("NNb") (or frame relay data trammt\Mnn thruui:houc cht· '""1uwn1 .11 l ' m1ct.1 ~t.11n and 1 • 1 '' ' mtcu:unne<hun 
co·canit'r apeements with su. JLECs. 

The Company i~ c:-enifi.td a~ a Cl.E(' m II 'talC\ .mJ lh•· [l,,u '" o~l Culumh1a . • dlm•m~ the Compan> to 
provick local e.r.chan11e sc"'iC'tS tn lho\c market,, ant.! h.t \ < ·1 H · •t'rtllll.llu•n appll~:tfl""' pcntlm~ 10 ~:?\tare, 
In addition. ICI is cenrfied ar. a lunl! t.ll\lan«·, ..rru·r 111 ·II "·'"' .. ond flw I ,,,m, 1 "' c ·.,lumh1.a T h,· c ·urnp.m~ hJ, 
nine drgttal. fiber opttc netwurl~ 111 'C'~'I<c .mtl ""'" •u~oko .Ind. 'I'""'"' ·\, "' l•· ·,nnl"'' 11 . l'~u •. '"'' 
in£rast.ructure was compn~d of ~4.122 fihc:-r null'' .m.J h~~ ro~utt· nuln ·'"'' "'·'' '"nnl', rct.ltu ~Y.7 h,utoJm~' A' 
of December ) I. 1996. 1CI hat.l mvc\lcd ~-' · II '\ rrnll'"" '"' r, :·. "' 11 '"'·'' Ill\ t' tnl , a1111 .11 J 10 I!'"'' pl.uu 
P'OPI!"Y and ~uipment . pnn~·l pally IC'Ic.:ommunl, .Ill • HI' C''l"'l'l11<'1ll II I ,., , .... , !\ Ill' 1>11hllU( ' " P"" ,,, II\' I" llll\ 
and has 1den1ified elp<~nMon uppconunlll<' ' " ' nlh(·t wk . rr·ol 11\.ul ··· '. l .ou.n· r m <'lll hd1<·1n 1h.11 •lu' .:'fl·•"" 'm 
'il>'ill enable the Company 10 (II rnneaM" cht· ,1,,. ••I ''' .ulolrc· ·. · .. ohlo- 1u.ul ,., .uhl lt'.1L h .1 ,,,·mlu anr mornht·r "' "<""' 
potential cuscome~. fii) achlcl·r e rnnnm1c' • •t '' .1lc 111 .u·lv. • ·•I • •J•'J.u ,. .... . on.t ,,,lc·, .m•l m.ulchnr .mci l lllt rn .. rc 

effectively strtice customers thoal have a pr r'c n,·c 111 '"" lloJ•I•· "u·rr"J" •I • 1.111 .1r c.1' Tltl' c .. lllfiJ n' h;l\ a I'" 
undenaken D maJor Clpanston u[ II' 1111\"f(tl\ llt'l"'"f~ .. ('1111< lf'.lll' '" ,,111\11 lht· ;:rmllf''! <krn.md [or 
iniCf'CllChDOIC Kf\'ICU, tnclutJIO!! <"nhatU:t'tf ol,ol.t ~1.'1\ t1 I"• "ll lt ·' ' lLIIIU' rd,l\ ll{'l\\ltrllll!! \1'1\ 1\C\ ,\\ .1 fC\Uit. 

fratne n:olay node~ have JfO'Il'O [rum J(lptu~lfll,lh.'l\ .' IIIII ""'"'' '''1\111:', U\hllllt'l l•Jt'.tiiiiR' Ill 1>110 <lilt'' ..1\ 1\i 
Dccemhc:r 31. 1~9:'\ . tn aprru\lmal('l\ 1

) c;no n .. .t •. , "'" ""' , " '"m··• I····'"""' 111 ~ :on,'"''' ·" "' I k, .:m""r 
)J. jC)9 ... 

Enhanced tJ:~t;a \Cf~II.: C\, 'u~h .;,t' !h•"<' JH"' .. l<·d "" ti n· 1 .,,, .,, , •. · ''"""' '"'·'~ m·l v. ut~ . . u,· 'l"''~r.siii<'J 
SCf\' ICCS for C'U~Iomcr~ Chat nn•J Ill lrJII\J k •tl I. Ill' «' .1111• >II III · • ol · l.oi .J ·'"'""I' llllllllj lll' I•" .Ill• 'll' A,' llf<hll~' !11 

indu\try ~ourccs. !he lrame re la~· , Cf\' 1l 't''- m.u~•·• " I''"J''' .... ,, .. l'''"' ''" '" ~ i \ I mdh"" 111 l'l'l\ 111 \~ 7 111111u n 
en 1999. however. there can ~ m1 a\~urann: rh.or '"' " m.ul.,·: )''" '"'" ·., ti l ,,... rt·.olr/<'•1 or rh~l rh,· .l\\Urnp11""' 
underlytng such projecuons arc rclr.:able While lh<· c ·.,ml'~'" h.","""'"" ·''''"'" lt.omt· •clo~> , .. ,,., 111 the ca~c.·rn 
hal' of the United States. ICI •~ currently the 1111h IM)!nl n .• c ... u.ll I'''"""'' "' lr.ll\1<' ,, !.s> ncr ... nrkHI~ \CF>ItC\ 
tbascd on number of nocfc~l after AT&T. ln.: 1 .. A 'IAd · · 1. \H I r ·"""'"'"'' .111""' r ·"'l"ltJIIon r"~I<.T" 1. Spnm 
Cotpor.auon ( "Spnn( ' J and Worlt.!Com. In< 1 · '\\'uthll ·nm · ' lu .. ,It', I• · '·'"''~ '"'"''" mer, · tll'\trt: lm cnl.i·Cu· 
end [ram(" relay \('fVII.:C\ frunt J \Ill~ It' Jlfll\ ulo•r Ill>' ( ·,lllj'.lll\ h.o . •kJ'I•" o·ol lh Ill' I""'~ .Hil l lll ollk .In .111):.:111~'1\h 
• ·nh ''thcr lran1c rc)a) 'c•" Jl'r pru' h1C"I, 11• 1 •tl•·• u . tt , •• , •• ,, .... ,t , ,,,,·1•• H•• .,. •I .cr" h ,. 

ICI founded lhc UmSPANICI c.:on~on1urn 111 1'1'1-' "''ch rt ·rl'<' ulhl'f ~ :flll' f' " ' l.'nahlc the Compan~ ru 
provide end·IO·end frame relay \1!'1'\' tcc.. thruu~houl tlw t ' uaCt:J 'ir .• rc' .tn'-' C.1'\.JJ.t lk~.tu\c ul the ha)oth \'Illume 
or tc:lccommunrnttons crafftc.: bet~c:en ICI', t.tr)!cr mo~rlcc- .nul , t·fl .nn I ·'''" Aml'rt, .tn marlt"t'. rhc: Co~mpo~n) 
h;a~ entertd tnlo IOCcmauonal lfJmc rcl.t~ "r'l'l ,lflll~ -'Pl't'nll'tlf' "llh lmpS.tl ... ('.,lumbo.l s t\. rrc~('om 
International. Telecom Holdtna,l) f'anam.:. o~od Am.: ri< Jld ( ·, ,fJkor.sll"n h•r I he pro' ""m "' lramc rcla:- ~cr,·u.:c:~ '" 
and rrom Columbta. Pueno Rtco. Panama. C'hdc & ('"''" k .. .. j( I pl..!ll' '" pur\UC \111111-lr arrangement\ (C) COl('/ 

ocher Laun Amenc;an m:uket~ The Cumpo~n) h .. , l'""'l'l'll'•l lht· ""''"'"mcd1un or'" lro~mc rd.t' ncl\<clrk --.uh 
cho~ l)f the ILEC~. ollowtnJ (l('f\',J\1\C. lU\1 "''" lt'lll h ' lllllllolflo>J1 '"' ,,, \U\ftllllCI\ ( )\l' l .!llCl \Udl :o-:Sh hJ\1.' 
been •mplcrncnlcd "'llh BdiS()ulh fdc,·••nllnullo,.Jirom ' I••• , lkll"""'" 1. '>prm• <ill· <'•''1'"'"""" 1 '(j'fl 
NYNf:X. Rc:ll At Ialli I( Itt•• (' ' Bell .·\ll.tnll\ I .Uhl "\o>rllhl'JII \;,·u I nrl.nhl r "'"' o>IIIIIIUIII\ . lll\111\ t '"' I', . \:\I: I 
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T'be Company believes that il can effectively uuliz.e 11~ compt'ht•v~ :&dvantag~' a' a ptov1der nf enhanced 

d.Lla ler"riczs 10 COftltl'lwUc:ations im.ensive CUICOmers in order to .JCQUin: and retam the~e customers as local 
eiiCbanp and Jont diManc:e c~rs &hrouahcM!t iu nwteu. As ICI conunue~ the dcpl<~yment of locall1ong 
dist.ance voice swircbes, it will m&ke mote efficient UK' of its mtercity netv.·ork Comh1mng long distance voit'e 
t~ffic bctwecft such swi~hes wida die in~etelty 4au tl;a(fic increases the overall amnunt uf vmcc and data uaffic 
that remains ~ly Oft me Company's network. T'he Company i!> dcvclnpmg aaJdtlllln'.d applicatiOn~ lU'Id 
deployinJ leehnoloatn that will provide even pater efficic:ncac~ in the- u<.t.> uf al\ mt.·anly nt"tll.'nrk 

TIM: Compaay hu developed and in&ends to inuoducc a vou:C' product over ah C'nhan~ct.l data nw-.mk v.hJCh 
will provide a cotl'lplltitivc service offerina 10 customers K'eking a lower .:o~t altcru.mv~ It) \ol'c 'lt.'rvices 
cu!Tently provided om traditional cin:uit switched u:JecOfMiunicallam~ nc:twurk~ l'hc c ·.,mpany htlaeve~o that 
packet swi&chcd dallloetworts. sucb u ~Company's, will displace- a !'>Il(nth~·ant J~<•ft•urt uf •he e .. umated S 110 
billion telecom.municatiom rn.ubt which is currently provided o ... cr tladiiJon.ll ~~~~Uti '"' ol(.'hed OC('Io\tlfb TM 
Company believes this proposed new service offering v.JII a'c:clcl:~tc 1h p.:on.:1ra1um "' 1he u.~dnannal \Ot~:e 
~ervica nwtet. 

TIM: Company hu developed operating strategiC\. Impunam .:umruncnh ol ">~.lu, h ,If<' ,k,--r•tx·J t'lt"lm". tu 
mcrea.se nwtct shan: and operating margins. 

Caa~tomtr Strateu 

Provid, Sittgi~·Souru r,ltC'OntlnUflit:allOflS St'T\'11"0 ·nle Ctomp.lll~. . 1'1\ , ... I'"'" ·11" w, "''"'' luc.al 
exchange. enhanced daca (i.e .. ftamt rel;ay and ATM. !ntemcl .snd lmrallt'''· m~t·~;·', h.m~··· Inn~· •h't;lJICC. 

Integr.acion and privar.e line services. Management believe~ thai 11~ ah!ht)' tu ul'IIH·r . .Ill <>I \hn<' ,,.,, '"'~' r'"''lde' 
l'>igniticant advanca,es for both the cuscomtr and for the Company. Sot onl~ J .. ,., 1h1' ,,,p.Jholtl!> .1Jdre~~ 

cus1omen' complex requit'fments .usoci:ued with mtegrataon ol dl\er~e nel"'ml..' o.~nJ ,,·,hu<>lurlt"\ .sl \Jnou~ 
locations. but it also reduces customen. · :adnunist~livc burden' .. .,,.JCI.ttcd VHth ,,.,, ",. , h.•• I!!'''· hollcn~. nt'l" nrk 
monitoring. implementation. coordination and maintenance ICI .1hn tx·hn l'' 111.11 1>~ .. u,·r HI!! np.an.ll'J. ,an~lc · 
l.OUrcc services throuJh cxil>Ung net"'ork~ and cul.lomcr t'clllncdu•n,, '' , .... \n,·t.o~··· •lw ''f'""' ""' , ·'I'·''~~~ 
mhercnt in its digiw networks 

Focus on B.uiJttst ol'ld Gm·urrmttrl Cuswmus. The Company·, ro •ntnltn "' wr\ "t' ulll'r"'-1=, , ntHmcr 
)ef"ice approach. highly reliable networks. broad geographiC 'mL'ra(!e ano.l anlq:r.•lo••ll, -~~•.ahdouc:, .Itt' "'ell ,uucJ 
co serve chc demands of lelecommunicallons·&ntensive busane~~ :~ml gu\'r;mmcnr ,u,Jnm.:f\ lhc Company·~ 
e.llisting business customer base represents a bro;~d r;~nge of mdustne\. mduJ1n~ hrm' m lhl.' rccaal. hnan.:1al 
~rvices. Internet, healthcan. merchandising. manuf.Jetunng and ••thcr 11\dll\ll) ,,·~tl'•'nh ICI 11 .. ., ... ..tcdK:atcd 
~ales and enginecrinJ suppon group focused c.a:dusively on pruvidint \tf' ,,.t" "' l!'"'t"rnrnem agcaK•<' The 
Company has lona·tenn contr.acts wuh the States of Aonda and Ne\1 Yor~ pul\u.JtH ••• \1 h~t'h 1he Ca•.nr.~ny 
providei vanous 1elecommumc.luon~ ~rvtce •. mdudmg fnrnc rd.oy ancl "''"'' 1l.I!J "''\ " •• , t." "ell J' , ert;un 
vo1ce Krvaces under chc New York contract} 

Dt~·tlop lllltrtzclto"l" Carntr and Vu.tu,·Addt'd Rt'stllt'r RrlatwruloaJH A,, ..1 r<:,ull ul rc,·r nl ,h,mge~o In 
state and fedetal ~1ulaUOft which have provu~ed ILECs with mandate~ that f··~•er lc..: ..1\ c'chanfe compt'IIIIOn. 
lCJ has accclc:rlled its entry into &he local exch:mge K'rvr.:c~ market A' JniC're,do.mj!r cunt"r' 1 I XC," 1 entci 
the local exchan,tlt business. the Company beheve:> that they w1ll \c:ek 1o ~aon a.:.c" "' \he I ..:al eJ1d1an~C' 
services market by eichcr deve\opina local nelwotk capacny or by purc\'o:~~ml! ,u,h ,·ap.JciiY fr• m ahemauvc 
service provideB. TIM: Company believes that these development~ are hke\y to make I< 'I a cant.ll.JaiC' lor Jomt 
ventum and pcefcrn;d vendor anangements Wit.h IXCs. JL£C~ :..nd othe-r tC'Ie~·nmmunu:alum' rclalcd 'mnpan1c:s 
Such IUTaOJementa 11\'0Uid benefit the Company by enabhng JC'I w more rapu..ll~ 1n•"<.'' "' t'apual an,c,Jntc:nt an 
~>wJtrhes and Olher network anfraslructun: by ma:rcaMnJthc uafh( Jhwu.:h 11, nt"l"-"'~·' T he'>e IX<' rC'Iall"tl\hrp' 
typ1cally beJM with t.he Company provJdlnll 'fJCCial .:acc:c!l~ ,C't\a.·c, un toch.cll 1 the·,,· IX<·, .s1hl h.J'<' rt:<:t'ntly 
evolved to inch.tdc local acceu transport and local ellchan(Zc '-('1"'-KC'' Tht"'-(' arran~t"nu.·n" 'houl<.l enJhiC' ICI en 
ach1eve sreatt'r miUket \hare and readl 11ew marl..cc ,c:gmen" ,.,.,,. r.1pull~ rh.tn ,, , ''""' ••lht'r" "'' l'hr < 'ump.m\ 
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.has abo beaun solicitina these IXCs. uut ul f<'JW"' II H ·,. , .thk , t~mpana<'' an&.l uthC'r value .wdcd n::.cllcn to 
resell the Comp~ny'a local c:Jtchange and uthc:r \C:rvr.:c, ll'l ha' rc.:c:ndy c~t4bhshc.d a Jl(efem:d vendor 
relationship with Cable cl: Wireless. Inc .• wha~·h utdu.Je, th<' rC'\.tk ol WI ~ local cJtchangc ~ervrcc by Cahk & 
Wireless. Inc. 

Maitttain QN/ lhwlop Lottg·T~nrt R~lattmtslttps Ry pro\ ~tiJOf , u\tttnllled lelecommun~utJocu solutaons 
10 its customcn. tM Company develop~ a ~cn~C' nf partnt•r,h•J• ~••h tt!l l.'ustomcn.. This, together with the 
provision of an inteptcd p~c:kllge of scrval.'c:s ch-.·al. lunt: .. Jt,tJnt:c: • .n.J enhanced data servr('es) fosten rhe 
development of lonJ·tenn customer relauonsh1ps A' an uamplc. the.' j.!mup of ICI's top 42 customers u of 
December 31. 1994 {represencina appro~trmatc:ly t.ll'.\· nl JCI', t>tlhng~ fur the month of De\:cmber 1994> had 
increased their tJPI&te billinJS in CltCCSs of IOO'l f••r thl' munth uf l>c .. c.-mbcr 31. IV% AI December 31, 1996. 
37 of these 42 cwtomers were still customer~ ol ICI .mt..l. m the aj.!!!rq;atC'. rc:pre~nlcd appro~ttmatcly 17'1 d 
ICr:; monthly billin&s for December 1996. 

Prm•idt' CoJt-£1f~cttl'~ St'l"''i<'f' 0/ft'rmg.~ I h~· CollltJ'.III~ hl'ltt·H'' thai lhC' llllrtl\lu~·unn of us ~CI"\'IC<'~ .11 

compeurivc market rates has iitamulatcd dt'mand fr,,m ,m.lll •·· mt·.hum 'lied ,u,lt~mcr,, thereby bm:~dcnrng the 
market for ICI's services. Each of the Company·' lrtth\ ••lu.oll~ I'·'' ~·•!!•'•I 'c.-rvlt.'('' '' rompetuavely pncC'd. and 
when integrated into a comprehen~•vc relecommum, .artun' I'·" ~.a~·c 1\ I''' .111~ I''"".Jr, ''):n•f•,·ant ~avrng' It• \uch 
customers over .:a combanation of llEC and rxc ,t:r\•·•· nlh't1n~' 

Expand Solutu:ms·OrtC'fftf'd St~I••J Effort 1 he I·, •1111'"11~ "·'' r.ol'ull~ np.~n.JC'.J . .anll tntcnd~ In t:ununuC' lo 
e~tp:and. 1ts direct sales. .11nd support team con\t\hnf ol t'O)!tn•· ; "';' .o:~<l ,,,,,., pt<>l<''"' •nah TI~t• \:SIC'' an.J 'uJlp"n 
teams have complete product knowledge and 1cd1na. 011. uuc·~·t.th"" .u .. t ,u .. ~r.un '" pr••J<'d m.:sna~l.'lllenl ~ol..dll. 

This team approach promotes a clo\c ~~~r~m11 rd.ollurhhtp 1-.·t"'''"" lht· \ '••mp.m~ .anll thC' ~-u,tomer~ · 
teleCommunicatiOns. tnfOrrn&tiOn !ICI"\'it.'t'~ JIIJ U\.('1 ' llii\IIIUt'lh H'' flit' ( ·,unp.trt> ~hC\'C'- Wt:h rda110n~h1p~ 
improve its ability to sell mort' o! 11~ ~<'1"\'U.:C'~ ant..lmautlam l••llf!t'l rl'l.•••"n'h'l'' "'''h II\ .-u,tomer~ Dunng 1996, 
JCI incre.ued I he mamber of its s:~les office~ ll~ ntnl.' anti ,ut>,t.lllt:.olh 111. II' .t,C'!I 11, cn!!tnC'C'nn~ \UPP"' rc'I\Onnd 
and sales reprtsen!OUI\'CS. The Company bchrH'' th.tl th•· . ••n•uuu·.l olt'pln\ rru·nt nl ''' 'kille-d end u-cr 
en1inttrin,; !iuppon ;md -.:~les tc.tm wtll allow ICI to• ('''·'"h'h 'n' ",. "' '"'" tH.u kC't' .111J ru.unt;un a , .. mr•''''"" 
p>~~oition rn ('~1,1101 rn;.srkt>l!> 8~ ft..:u"ntz tir'l un <'''·•"l"h'" · . .,.,, '"" r ,,·l.·••·•t"lup·· tll "·•th nt'\\ .uul •''"'"'!! 
ma.rlceu.lbc Company bchc\·e~ 11 ..-an dllnC'ntl) •l•'l''"' . ·'l"t.'l tll ... I'"" •. ,,, ... tu.tl ,u'"'"'''' t..l.:manll 

Ntawortt Straaqy 

Control FronC'Itis~ PotlltS of tltf' Nl'tt4'()Tb c-..llll<'\11••11\ I•• oll'oi<IIIH'I' .111.1 hUtlthnt: <'ltlll<"\ t<'Jif('~('nl an 

tmponant component of lCl' ~ network ~ttai<'JlY 'Iltt'W , ""'"'"" ''" I'•"' 11k ,It,· <:umpan) ~·uh the platform to 
:.ell a v.ouit'ty ,,f servtces to cAastmg ;snd adduwnal ptliC'nlt.al '"'"''".:" "'''h•n .1 butldtng. an31ogou~t to thmc 
provtdcll by traditional shued tenant scrvtces prt>\tt..lc.-" 11'1 h.-la·"·' IIIJI Cht' .Jrploynarnl of 'wu~.:hrng 
technology <~.nd advanced networit electronac~ enable'~ thr ( · .. mp.u" '" he.' II<' I , uuh~uiC' 11\ networli~ hi prO\ rdc 
cost·effecuve and customized soluuons to us cu~hllllt'r' 

Cxttn.d Cowrag~ to Providtr £nd·to·£Ni Slfn· .. ·c The.· I ·,,mpan~ hdtc'""' that .an 1mponan1 .upccl ••I 
satisfyinl its customeB is ics ability to pro\liOe and ~upp1t1 't'f\ ''<'' I rom t'nt..l Co• C'Od nn~ rcqutrC'~ netwm~o. 
mten:onneccion with ocher carrien and operat1onal ~uppt1t1 ,\,~('11" .u1olt•"'" "' "ru.uaa~t ·· lhl' ~·uM<lntC'~·, tntal 
service. 1lle Comp~ny has entel'l'd rnlo rnterconne~·ttull , .. , .u r u·r ·'''11'<'111('111\ "'11h UcliSuuth. Spnnt. <..iT~. 
NYNEX. SBC Comm11meation,, Inc. f"SBC") and 8C'II Atl.anll, I h" "'II .JII••"' thC' Company to acceu a lar~C' 
number of bus1ness and govcmi'IIICnt telephone$ rn 1h ~C'n tt'<' IC'mlor~ The ( 'nmrany antac1patclo cn1cno1 1n1o 
similulll'r.lnsemenu wit.h flECs in othet mulcecs. The Comp.an~ h.a' .a"" tntC'r<unnC',·tcd ob framC' rday nt't~·~r~ 
10 various JLECs. thereby suM&antiaUy expanding the- tn<h o~l '" "'''" .,~, ll'l n .. ~ prt, .. tdc~ ung•nallntt and 
cerm.inatin1 transpon services in 4S nates and matnlatn' 1)1"'"' .. r J''C''t'n,,. ,. ·p( ,.., ·, lot rntcre~o.:han((e and 
enhanced data services in mosc major cu1es 10 the Unucd Suw' 1'1••· \ 'ompJII) h.a~ deployed . .t.nd .:ontrnue' ru 
cnte1rare. network mooit.,rinJ and control tools 10 m~ure he~l: lnl·h ,,, ,,.,,., c qu..thn Jnt..llch;tl>tht~ 
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Utililc> ILEC /l~Jillt' olld Unbtm,/lt'<l s.·rl\ "'~ n,.,,,..,llt Rn·enc re~ul~tory dl3rtg<'\ have conablc<.l the 

Company 10 raell lLEC s.ervtc.;cs and Itt uhhJc unhuuJicd IU£ Mt~o~.·urk dements at dtscounted rates. The 
Company in~ 10 "s.e n:s.cld servu:e\ am.l Ulll'tundlcd nrt""'ul. elenK'nt. to prolitlk tapal muket entry ;and 
dewlop iU C:IUIOfi'ICf base in auv;ance ol l:aJIIIJI <kph>) lllt'llt On.:c lbre~holJ~ of ('u~ttllner density have ~en 
~ehiewd, lobe Cc:lllp'ny uuends h.l :\)"temah.:all~ rcpi.Kt' th'''" re~onld and unbundled eltmcnJs "'"h u~ uwu 
f~eilities. wflele «0110mical. 

Dqloy Capitol Cost E.lft'ctwdv ,, a l>t'fll<llld /.1•11 ,.,, /1,,,.. In aJdtllun to Jhe U'l(.' of ILEC fC\ille a'ld 
unbuDd.I&Da. die Company ha~ !he oabthty tult'a't' 11<'1\'"'" ~·apo~~:uy lrom <llht't couner~ at contpthllve Ulc!> Tht~ 
has led die Company to least' ntl~o~.url. •3J•anty m H.ntlU' art'a~ pnnr tu. or :t'- an e(:onomtc.; altemahvc to. 
buildiDt additiouJ tlpi!City. As i) rc~ullul th nltl\l 1.1\Uit'J lt..lhUII rnccng from Advanced Jhdto Telecom Corp 
("ART') in the Non.heut, tht Cumrao~ lrum llfnt' h> IUJtt' lc.s~e\ ~8 Gttz "·•~less serv11:cs as one such 
ec:~ ahema&ive. U«ihzinsluo;ed fa··•htte' cnahlt'' thl· ('omJMn~ In 111 meet .:ushJnter\' n,·eJ~ more r:~padly. 
(ii) improve lhe u&iliwion of JCI'!> e>.l\lln~ net""'~·'· 11111 .s•ld le\t'nut' Jlrtldu.:mg .:u,tumer\ hdtlfe bulldtng 
netwotkt, lhen:by rcdu('ing lht' n~l..~ a"'" e.Jtl'<l ~<nh 'I'''' ul.sh ". nt'l" orl. ~un,IHJ\II .. n and llv 1 \Ub~otqut'otly 
focus il$ c;apital Cll.pendilure\ '" ~l'Ul!f·•rlu, .,,,.,,, "ltt•rt• m·t~<nll. ,,,n,lrul·tum ur ..a.:qu•~•lwn wtll pro,llle a 

competitive advantaae. "'lK> \ornpan~ lo~o.tl"'' '" , .1p11.el •kpl"~ enrnt "" the \t'!lmcnh uf 1h ot't"url..' that the 
Company believes wiU pruvtllt' 11 ~~o·1th lhl' lu~hnt H'' re\ur .m.J .: ..a~h lin" JlUtt'nttal .mil tht' ~re.1tt:~t h.1n1!·term 
tompetitive advanlaJC. for tht' I~ mnnth• ··n,J,·,I \q>lnuht·t '"· l'l'lh. the c •. mpan~ 1\"l:tlrde.J ~ ~J Ill 11."\'t'nue 
for t'3Ch IIIVCfaiC: dOIJllt Of {llant. propcrt~ .111.1 <'~UIJ'IlU'Ill HI\ <'•ll.'d 

Growth Stnlei.Y 

A•c~ln4t~ lnumal Gr•'"'" H) tu.:u"o!! "" l•u''"r" .111d !!<>H'IIHI\('C\t ,·u•t<•mef\ .and matntatnmg htgh· 
quality and cosH:ffecUIIC' 5C.'n tl.'t'~. 1he Ct.,llp.ln~ ho~' ~t·m·r .tr<d .1 .:nlllJl<lunJ .JI\nual mlemal ft'\ t'nue llwwth rate 
of 63~ (or the lWO year penod t'ndcd Dcn:mhct \I. I'Nt• Tllt' ( \unpo~n~ hcht'\ t'' 1h.1t '" ~·u,l••mt•r o~nt..l nC'I"•lfl. 
strategies will c-ontinue to enabiC' fCico c~pand '" -~·f\ '-''' .~n.lrrur~eh. tre.:re.nt' II\ rc,enuc l>a'c Jll<l t'lk.:u,dy 
c-ompete in a dynanuc muketpla.:t' In nrt.l('f h• ,,, hen,. ,u, h I' I•"' th. 11 ,, t'\\t'fllt..il "' .:untmue tn J.!d t•> lht' 
Company's hiJhly sk.tllcd. broadly d..-fll.,~ed t•nJ ''"'' ,,,It'· ..• n.l ··u 1•,nt<t'fl:s~ "'I'Jl<'n tom 

A(;c·t'lt'r<lft' PruHSIIIII of L.on1/ f: ''It'"' it'' ,,·n •· ,. , I h<· I dt•t >~IIIIIIUIII• ~lll>n' A•t ul l'l')fl llhc · ·z tJ% 
Act") sign1ticantly improved the OflJ>o.tnunll> lor •••rnpc:lllt••n 111 tht: l•"-..1l c'•h.s111:c mo~rkC'I b> m;~ndo~hng that 
ILECs entt'r rnto urangemems \4'rlh comrehtt>l\ wd• ..1' 1h•· ( ·.,mpo~u~ 1m .:cmral <~lfiCt' ~·olhlCahun an4 
unbundling oflocaJ servu:e~. Tht' Company bcht'' <'' th.JI unrktllt'lli.Jit•on .. 1 '"'h pr<,..·nmpctll.' r pohcte~ c.:reates 
f;norablc opponunicies to more aggre~~•vcl) purwc tht: P'"'"''''~ ul hk:o~lc-.hange \Cl'VI(t'\ Tilt ('umpan) has 
a total of tive localltong drsJance vote~: ~"·uche~ rn opcrJiton .tlhl " , unenth m.tr~r111111. to {'\t,tm,; and oe~~o 
CUStOtnefS. local diaJ Cont. ~WitChed ;ICl't'~\ tt'rmtn.HIOII .111J ""~'tll.tlt>>ll \<'f\1, ~'· •t'nll<'\ Jlld ole,kttlp procJuo.:ts 
bundled ~~o·tth tht Company's otht'r sen· ace t~fferu1~' 1 ht· c .. m,•.lf>\ "'I'"'" I•> ut1e1 "'' h 'cr\l.:t~ tn .111 of m 
fiber optic:·to~!>C'd muktt~ by mtd 1997. ~~>llh tht' ('~'~'I''''"'"' Hunh\IIIC'. :\!.1hama 

S~ltctn·t'l.t> Acqlll't' E..usttnB Ntr.,..,rl.s attJ Sanrn 0\ t<r the pt~\t lr" ~ e.St\ . .1 [1< :1wo ••I the ( \•mpan).' 
t,!I0\1-"Ih has been ICCOmphshcd through acqut~IIIOO\ .llht 1•>1111 ,,.nrute\ ••r \dltnlo! tl'IJh• ll\hlp' llte ('"rnpan~ 
c:onunues co e~amine vanous acquuthon and 1otnl 'tnhut' 1''"1''''·'" '" .e .. elelo~le el\ tJIC' d gru-...rh In atfduwn 
to the OIIUil flnancial conudrration~. f('( a'..e~~c' co~\11 oppunvnll\ ~<> dett'munc 11 t'tthcr Ill ..:unC'nl network 
traffiC into tnd OUt of the geo1raphtC .a.ren ~C'nC\.1 by lht pntenllal )lllnl \C'Oturt' Ill olli\UI\ltiUO ,·;mdtd.IIC' \lo.tn;anl\ 
dt\'dopina a presence m cho~ geographiC uca~ nr 1111 ,u.t• , ... nJed.lt<.' .. uer' 'e'H't'' "'n"''~~'"' ~<1\h th<' 
Company's straltgy. Whdc ma02gemen1 doc~> nul h<'!Jt', C' th.u .tu!UI'II"'"' .ur II('• ('\'l..tl~ '" o~dut\ C' {he 
Company's strategiC aoals. str.:uegic alhanc.:es \1-'llh "' Jujlll\llh>lh ... "l'i'"'I'II.JI(' • o•lllflJIIIC'\ 111.1)' .:u:l"dtriiC 

achicvemcnc of cenam 101h by creattrtl (>prro~unll' '~ nr1~1~' ,,n.l pro>\ oo..luet l<•t J Jlhlre rap1o..l e'flJO\H>n tl( the 
Company's nctwor~~ and \Cr\'ll't'\ The Cnrnrany I\ .-unenll) n_.lu,.lln~t \;tn""' ·"''i'a"tt••n •'PI'<>Muneue' Nu 
a~~urance can be' tcl\·en that an)' pucenual ;u:qul\thon "ell !'<' \ nn,umm,.teJ 

1 
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1996 AcquiiUioat 

Durina 1996. cbe Compuy completed ttt.n:c COfPillllc a~:qu"•uun, In June 19116. lhe Company acquucd 
lhe tetecommul'lic:at.iOM d.iwlioD of EMI Commumc<~hun\ Curp t "J:MI"l. a company ~rvina ,u,tomcr$ 
primarily in lhe Non.he•t wilh ~IAe tel«ommunrt:;&llun' rrvc.-nue\ nf aJ•pru••moatcly ~~3.7 mdhon fur the 
year ended Dec:cmber }1, 1996. of which $27.8 mdhon wa~ mdudc.-<lm the Cmnpany·~ revenue few i996 ICI 
purchased EMf's cdeconununiciCions division in eachangc fm •tn,'iflll nc.-wly l'>'lued sharea of ICI's 'ommon 
stock. pat value $.01 per ~ (lhe "Common Sud: .. 1. , •. ,urcl '" :-.;('\l, huu'c Hm.adcutmg Coq>Orauon. lhe 
~ C'OipOI'IUOD of EMI ("Newhouse"). The num~t nf \hart'' ul { ununun Studr. payable to Newhi.Ml~ w.u 
based upon a pu.rdJue price of SI.S,OOO,OOO dJvaded by lhc ;nctaJ't' tradm~ pn~·c ptr lhuc of lhe Common Stock 
dYrina lhe &WCDCJ-ollle day period mdinJ on Fe-bruary 14. l~w, ,.,..h1~·h ~a~ equaJ to S16.00). A1 of Junt' 28. 
1996.1he ciO&inJdlse ollhe acquisition. !he EMt Share"~ v.-ctc ~;;tlucd .n appruJt1moately ~16.9 malhon Wn.h th1~ 
aQJUifoition,lhe Company subltlnliaJiy expanded 1!\ fraiTI(' rcl.1) ptc.-,c.-n,c.- 1ntu thc Northc;'ls.t and acquircd both 
addilioMI C:UIIOmetl (indudina 1 major 'ontract \lo'tlh thc State.- of :"\c.-\l.' \'mil ...nd a num~r of haghly sk1lled 
pei'IOMC!. 

In December 1996. lhe Company acqum:d l 1nl\·cr,.ll ·t,·k'""' Jn, • · ·1"!1"1 . .t pru,·H..Iel uf lntt't~•.-hmgc 
~rviccs to appolimatc:ly 1,000 bustnt'J.~ \'11\t•tmcr' 111 thr \r I "u'' :.u<'a ,..llh annuahzcd montbl>· 
lel~ommunicati<Jftl tc\lenun of lfpWll.tnliUC'Iy ~ <. 4 nullu •II I ltr 1 "''' h.,,,. pnce 111> a\ ~2 'J uulhon. mcludmg 
assumed liabilities and shafts of Common Stud. fl1<' l'I'J ,,, qu• .1''"" ,.,.,, -.u .. tq!l•.tlly \l~ntfu:<ant tw-.-a1nc· ut 
lhe near completion of consliVClson of ICI's St Lout' rnl'li"P"ht.lll .uq 111-.·t "I'll~ nc.-t\lo<ll~ 

In December 1996, lhe Company abo ac~u1rc.-d <h.: m·t._.,,~ u .• n,p.•Tt '•u,mc.-\\ 111 Sc.-~Sulv<' ln.:orJPrJtcd 
("NctSolve'') for approarmately Sl:! II mllhon m, .t\h Wnlo 11u, ·" ~ut\lll<>n the.- c·o.mp;tn) ~Jtned 600 mulh·\rte 
busine~s customers and network facthtlc!. rtran-.p••rt JnJ , .• ,,tdun~• \\hi· h ntc.-nded the.- ('omp.my'<> mtercU} 
network into Te~IS and provtded racthllt'!. tnt41 '"' rc.-nlt'OI.II 111.11 ~-''" Ill the ~.1\ICrn half .. t the UmtC'd Statc~ 
NelSolve's necwork u-arupon busme\S ~tttC'ratc.-<1 .JI"I''"'"''·''"" S )t, 11 r~t~lhon ul annuotlucd rnomhly 
telecommuntcations revenues for De<-ember l91Jt. 

ICI was 1ncorporatcd tn lhe Stale of Dda\loarc.- 1111 :---. •• , o•mh<"r •1. 1'1"' 7_ ..1' the \u.:-.:<'\\01 t•• J I· lunda 
corporation that wa~ (oundcd tn 1'1116 The CoompJn~ ·' l't:!> 'i .ol ··II: ,., .oro· I·· .11~:...t .Jt tt,:'\ ()ue<'n I' Jim l>n,c.-. 
T:smpa. flonda 33619 . .1nd 1ts tdcphonc numtl<C'r '' 1111 1 • .-,: • '•• i f 
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Loc4l EMAaltl' ~rvtctts. Tclephon<' \en.a~·e, th.at , •mru·, 1 ..1 , u'1umrr ·' tclrphonr (If t•nx h• chr Jlllhlu 
nccwort. 1bae loc:.IJ Mn'icc' abo prtwadc:- the- t U\lottal'"t ... uh .,. • • " h• lun11 ch\111111.'«' \f'tVII.'t,, <lprtltflf and 
d1teei0C"Y tuilltane:e Mr\ltCelo. 911 \off\'1~'<' .• 11111 «"nh.uh I'• I J, ... 11 lr .llu'"'· .,.lud1 arC' dC'\I.'nbrd hy eaample below 

,........,, ...... 
PBX Tnank 

Busincn Ac:<:fts Line 

ISDN 

Voice Ma.il 

llftcf'fptloft 

Connect!\ ~ ~·u~tomer J>UX h• lh<" puhh. 
necwork. sh<~t<'d by nauh1plt U\<'1\ 
connected to the PBX. fm m.tl.mJ: .. . 
n:ceiYing loc~l (and lonj! da,tanu:: 1 ... tlh 

CI.)MCCts a buslnC':t.\ ..-u,h>m«"r·' 

telephone" to lht puhl" nC't,.nrk. '"' 
rn.akmg and c:omrl<'lrn~ ln.: .11 '.an• I 1. •nr 
d1stance} .: .11!~ 

A s~.:"l.lhted dai!al.ll '" ,,, lunr 

technolngy that .~.u ..... ' \ .. , ... ·""' ·'·''·' '" 
$h.uc: a drga~.al .:h.annd 

A !oC'tvlcc: offered h~ ll'l', ,.,,,,,h. 

pto\·tdtng full. pcr, .. n.all/<'•1 .>11' "C't\11)' 

!oC't'YICC: for a bu~mc:-" , u''' •Ill<' I 

T)pkAIA~IM 

.:!.a trunh fc•r tloth rncomtng and 
"utgnang c:alls - allnw a call to be 
dut, ted to a '!ICCific I.ISC'r connected to 
the l'l:tX <lnown ,., ducct mwud dtal. oc 
I>ID \t'I"'ICcl 

:\ '"IJJI ~ale>~ ofhcC' utiiii .. C'S S bu~tnt\\ 
hnr,, t" .ad1 wrth a UniiJUt' tt'lephont 
numl><"r. , 111111<'• trd tn h\c:" IC'IC'phnnr' m 
lht• ,.lfh (' 

·\ \111.11! ut h, r ull h/C'\ a ~~ nglc: I SON 

lou<' "' ''multane••u\l)' IJ'at'l~JK'I1 data .:u 
t o-l k "I'' .uu.J IJ I~ h • .annthr r Joe all on "'ath 
.1 •ollul.tl \('I\ o.;C 

:\ ;,,,,lilt'\~ <U,hllllt'l U\('~ J(T~ 

• •• '" C'"lll .. rl \C'l\ lt'C: "' a' md lht .:o~l ..l1ld 
"i'~<'C'!' "" .an an'>v.tnn.,: ma.·h.nc 111 thtu 
··lht (' 

Eltlu:utC'~d Data St'I'\'IC'(I s .... rdunt: J.UJ IIJII\J'Io•lt ·•I •llplltt•d •l.ol.t 1 .. 1 "'''"' 11\'('1 J \C'J.IIIIt'\\ fl(l\ollolll~. 

dcsi1ned to provade ha,hly rthable, llr \lltlr \C'r\ ld' .ur.l '"1'1'"" "' "'·"'\ .l,rt.r "·'"'"II"'"" Jlltllt-.uh ll T, 
enhanced dal.l Kt\'icc:os ue provrdtd oi\'C'f rh nct~o~.m._ ,,, ll.uw· "'I." ·""' \I '.I .Sar.J '"' urh<"'. 1•....-atttlthll•u~hc>ul 

us set'ltice temtoc-y. Eumpln uf thr'<' 'C'" "«'' .ur ''''l'•l h·l"" 
~ . ., ........ 

Frame Relay Network (. .. mRI:.:hclll tlf d.tl.l \'UUIIIIIJIII• .tiiiiJI' 

dc:vrces 011 l'lumC'rou~ ltXau"n' ''""' 11 I ' 
enhanced data netwmk 

1 'p1ul A pplu .atldn 

·\ 111111 ltJ' '('\C'I..t) JJI.I 11('1-Ailf .. \ lOll(' 

h•r 1'"1!11 ••I 'J.I('. <~nr h•r hnan.:c: o~.ud 

.1, ... unllllf. nn(' lnr I A:-.; h• I. AI" 

• •1111r, ''"'" lh.cl .til , • 'II','' ••I .a l.ar.:t 
'h,,,( \Ill" .111,1 IIUIIU."I<IIJ\ rC:mtllc.' \llt'~ • 

. '"'"'"h "'""C'\ttt..l hy .1 l.uge number ul 
,Jr,l" .orr.l 1'"\ .ue lrnn Tt •~ 'on\'crttd 111 

II '1 ' 11.unr rtl.•.) ntt~o~.m~. wcth .1 \IRj:lt 

... 11nr. 11"11 ''' C' rrh lo~·"'"'"· and the 

nmlllplt' nc:-h~llt , ' opc-utmg o"tt \hl~ 

'•n,.:l,.. , • •nnr" '"'•' 

·\ ""·'II 11111111 ''" tlu•n 111111 h.1' I r\ r-;, .11 

,. ... h 1 .• , ·'''"" hur h.s• Ut>l IIC'tn o~.hlt hi 

I'''" .. tr , ••IIII'J"> · ""'dt C'm:ul .tnd tile 
.s.:, t" ,.. ••h,.ul u \1 ng d1al llJl 

"'lint,"''"' ThC' t\IJ.bh,hrtlt'OI of a 
lf.tnu• It'Ll\ nrr ... .,rl. o~.llo""' an J.lhuo.Jo~.l•k 

"'" ·"" I·· Jnlr~o ••nrrt.c o~ll ,,u,,·c,. t11r lull 
111nr .... C'" '" , ••IIIJ>"'">" .,.adt cm.ul and 
,1\,m:•,\ Ilk ... 
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llfttf'IM14Jifd illfii'GIVI ~"'ius. ICJ nlfr1' "' • «"" '" lhr lntnurl .tll•lpm\ l<k~ add1t111nal \t'fVI~ C') tlt.tl ut.hu 
the Inruact vii ill (I'IIIIC nelay nccwock Eumplt' ut the.-'<' 'c.-" •~<'' ,Jt(' l"lt'll below 

s.r.tet ....... 

Dedicarcd lMemet Ac:ccu 

lntnanet Sct\'ice 

PeKnfiOon 

Connection (othc lnt('mct ''·' ICf', 
frame nelay nctwnrk 

lCl provade' a Wmlo..l Wrdc Wt'h 
pteaenc;e foe i& CUMOiliCf. CMabh:\111 n~ 
and mainwnsng c.he ~:u,hlmc,·, ... ct. 
pqe on ICI's platfnm1 

Pnvale cqunraknt ol lhl· lntc:-HU'I 

Typlctll A~lkle 

An n1\hng ICI framt relay customtr 
ullh/.C\ an elmltnl physacal connecllon 
••• .~..:c:c.-'>\ nthcr cumpult'1'1 on the 
llll<'llll."l. U\IDt: .J .. Wt'h hmW\Cf •. 

A hu~ul!:~\ wnhc~ to ho~ve a wudd wu.le 
,.ch prc~n..:C'. but lacks the ekpc:ntloC. 
.o•mputm~ pl.tdmm. ;and tcchnu:al 
rl."l>•lut~·c.-l> to dt~1gn. 1mpkmc:nt. md 
m .. unt.un thc.-sr wrh preloCnce ICl 
I''"' ufl', the." 1urn~cy \C'rv•~·eo 

I< ·1 l'hl\ rdc.-' "' I.Uj!l." ~·u.,-lrataon v.tth 
.. ,,," ;tl«" · · t'<IU" • .lcnl' ~>f lht' lnccmtl. 
.oil"" 111~ \C".-urc·. d•"l."ll u'cr a,,!."" to 
Ill<' ~ omp;tll~.' )Ill\ .11(' \0>1."1'> \IIC\. fill' 
tt.ll> .Jcor • .tp.tl'>rhll«"'> rr. 

Lotti lJitiQ"(' S,"'it:f'S. 1lH: ongm;allc•n and lt'ntltn.tlo··n .. 1 ••·k;'h·•nC" .:.Jih l'<'t"'cen u'c" m d•lkrcnt 

cities or exch.anses. 1lH: Company provtdc:~ the."\(' '('''· .. ('\ "II ·' " ·•-=•· ''"''''· ulth/on~,: 11' ''" ,,1/lunl! ~ll>tan.r 
:r.witchcs its Intercity network and SC:tv1ce~ proHdt'\.1 hy othc• , .11m·c, I '.om(\lc' aft h'tc.-o..l lM:Iu,. 

Sc"~ or Fa.a.n 

Oucbound Lona DiltMCe 

Inbound Long Dtstancc 

Calling Card 

Jlt,.; ripllon 

ComplttJon of !on~ llt1>l.m.c • .~u, 

originated by ICl ,·u,h '"'''', 

"800" or .. 8MK .. numh,;•, ,,., "". 

Nalionwidr lung d• ''""' , .. ,,u.,, ... 
withouc cash 

lO 

T~prcal 4pplicallon 

:\11 It ·1 , u'lnmrr uf hl\:.11 uch;utge 

.. ,.,, ,,,., l!lJ.~<."' .1. •• , ••• <:.Ill. ~tllll<.",ll.: ,,, 

cuh·rn.lll•mal. "'h"·h 1~ pHI\:C\\CII .md 
ddn •·rcol '" 1h dc.-,ltnauun by 1he ICI 
ou·f\\ "' ~ '" p.ul <>I .1.11 llll<."~f;U<:o..l 
J .... 11 I• •n~ ,Jt,I.JIK<." \CI"\KC' JMI.'kagt 

\11 I< ·1 l U\hllll('! n:.:t'l\'t'\ . ·11)11 lrt't' .. 

. . oil' h.mdkd m·cr ICI·prov1dc:d 
• k<l~> .llcd ltnc~ '" tilt' nJ\tamer. ar a\·cr 

tin· , "''"mer·' IC 1 ••" .11 C\dlJn~c 
•<'I\ o..t' hOC'\ 

·\II I< ·1 'U\ICIO\CI dt.l), J n.IIIIIO\O>IIJc !100 
tuu11hc:1 . .1111· 'olmpklc:-\ a lnng d!:\130C'C 

•. oil u"n_.: 11oc:- l<'l •.tlltn!! .:;~ul. h1lhnt:" 
,,. f • •' .- .•tt··f '' 11h fht• • ''''t •utra · · • tth<"r 



, -
Priwut u- Strvi~ts. Dedintcd cnannch (llhllt"l'lln.: oh'>.-.("("1 1'11<1 jiUII\b llli'W' 1'11111 ~-UdM"ol W'f'wiLC\ 

can be provided 10 I'M! locllionli wtlhm thr \;trllr • 11 y. "' l~<·t "'·ro·n J.,, alum\ m thllcrc-nt cures ( tntcreJ~ch;mgc 
priv1rc linel). Eumples arc listed below: 

s.nicewf....,. 

Special Access 

lnu:re~tchange Priv11c Line 

Dftc,rlpll.,.. 

An mUa·Cil)' pn11a1c hne thai 
connects a customer 1o an !XC lur lh•· 
purpose of dchvcnng tong ~.h,I.Jill't." 

calls to thr I XC" d t'IC'' nul '.ury Joe. :tl 
traffic. 

An mtcr·cuy pnvalc hnc. h11 ,., • .-c "' 
data, of a lixcd band~o~. ullh. <.'111111<'' ' Ill).' 
lo two lncatwm nl thr \01.111<' 

('U~hllllt."l 

(.'unnccunit ;an IX<· '" rh,· htol 1 Ill~< c.· 

of an flEC" or C"LEC 

T}plc.a App&k•tiM 

An IXC" cu~tomcr oC ICI ordrn a spccral 
ac.·rc~s ctrcuil In ni\C' of its cu\tomcn tn 
.. 10 1<'1 l'll)' 

An ICI <.'U)Iumcr need) :r I ~ .. Mbp:o. 
"HlllC'l'llun hclwccn I wu rt1mputc1' m 
i\ILauu .uul llmlun l'tM" lull I ,,..., MhJ" 

" 11 "''' u on\lanll ~· 

.-\n IXC <U'>Imnrr "' IC"I nccd' nrcuu~ 
I•> thc.> t."ntl oflicC' ul a lEC. to allnv. fhc 
I xc·' l U\llllllt."l\ Ill Hhlotn ....... '""~! 
olr' I.Lnl'r (IL ;•I m11 f 111m I hal I XC 

lrtlt'BTt:lliOfl s~r\'1('(' I . Prov t ~ ton .Jntl (U \hlll l ~ olll rr j.'ll l •• I •• >II " ' 11<'1" I>{ 1.. .~c.· \ L.:C: \ . ""'mall> lo( atct.l .;~ !h(' 

CllStomer's location, which may tncludc an~ ~pt',IJ I •·n~•"•···ruLt' . ut ·.r.tll.otum. " ' \Cf"\'lt:C luncllon prm1dC'tl h\ 
ICI. Er.amples are lisled below: 

CPE lnlegralion 

DC5isn Sc:rvtcc 

lloncrip "" n 

Pro\' l~ton. cunli ~uraunn . m'lali.Jiu on. 

and monttnnn}.: nl ,,..,.. '·''"'''' Irk. , •Ill 
C~UIJlniC'Ill 

Cnn\lrU<:II<IIl ••I .I J'IL\.alc ltl't.'r 
network 

Prn\'1 \ltln of C'nj~Lnl.'rnn)! "'''" •· · "' 
\uppon ul a , ll\lon Lt"l .oppt. . ·'''' ... 

II 

T) pLea I A pplicallon 

l«'lolt·''l("' .t ntulcl h:&~tol dato~ nt'l~ .. ,~ 

lnr ol c.ll\hiiiiC'I, (1111<.UIC'\. (<tlllil!Uit'\, 

""'·'"' and mamta1n' huth h.srtl"' arc ano.l 
"'"'' ;ut• for the nt,lnlllt'l . I'·"~ ·•.:•·•1 lllhl 

.I '• JUfk ...... \ IL ~ Ill\ tJI\, ~ 

I< ' I ,k"t!'~'· ~nn~tnr.:l\ and tlpl!oln.rlly 
rrh•nLI••r' a pn,·att li her "ln"r· ' hu1 1t "" 
.1 c. .unpu' ,f hu1ldtng' 

II '1 J'f"' odt'' ho~.r.t'' .orr ,,.,,J ">II" .lit' 
o'll!!llll'l'llflt: "'n LlC\ !• \LII'f'"n .I 
' II \lo •liLt' I.' I 11\t"llll'l . "'t"b .. 'Ill' 



The (ollowins !able sees (onh lhe Company·~ c~llm~tt' ~. ha . ..etl upon an an<Liys1s of indu5tf'Y sour~e~ 
i~K:IIIdina induluy projeaioal, and FCC cb.ta. o f the ntMitC'I MIC' nah•tnail)' uf lhc servtces dcw:nbcd above. OnJy 
•limiacd e.mouna o( direct in(ormltion is cuncn1ly a\·arlahlr awlthc•d"'e a \lgntfinm ponion of lhe mform.11ttuc1 
set (onh bctow is bucd upon estimau:s anti a\\oUnlpllun \ rnati C" hy the < ·., rnpany Tbc Company bchevn thilt 1h 

escimates ~ bucd upon reliable infonnauon md thai II\ .1"umpuun' arC" rca,onJble There nn be no .:m.ur .. nu:. 
however, that lhe e..Umaca will not vary h om the actu.tl market tlata and that thc!JC variances will not he: 
substantill. 

Loc1l Nelwort Services 
Speci<1l Access and PrivJte L1nc Ser\·t~;c\ 
Switched Acceu Services .......... . 
LocaJ Eachange Services( 1) .. 

0thcr(2) ............. . . 

To1al l.A:al Network Ser .. ·t..:c:~ 

Enhanced Data Servtces .. . 

lntcrcl,hange Scrv1'r~ ..... . 

Total Addtt•onal Serv1ce~ 

Tot:tl Market Size . . ... 

lJIIII!ftl s~ .. <:_,..,,,., 
Trtrc-•flkarloN Mut.f'l 

Opponwalr, 
t996 C.-pert) t:atii!Uit) 

!Pollan In ~t~IIIIOIISI 

s 7.800 
·~.700 

·-" .:wu 
~\.KI.Ifl 

')II ~~~~~ 

I liM I 

h"·}Otl 

S I MJ.If)l) 

( I ) The Company ts curtently pennmc:d to nllc1 thc'c 'C:'"'n 111 l· l"'"l..o. ,\lahama. Wa~hm~ton. D.C . Gcnrgt;a. 
Illinois, Iowa, Kentucky, Maryland. MI'~"''PP I. Nco.1; y .. ,~ . :'\o~11h C.unlma. S11Ulh Carulm;J. Tcnnc:"t'C: .m..t 
Mils~achusetts and ha!!> :tpphc:d tor t:Crtlh, ..o1tooll to ollt'l lht· , ,· , ... "' "' 111 ~~ a..tlillmnal ~tate~ 

t2) Other tncludes revenue from pay phone,. h•ll1n)! ,,.,,I<,., .11hi11111JI ATA , alhn~ ~cr\ tCc~ 

The: market Site!!> ~et lor1h 111 the aho•c: 1.1h k .1rc: nut ,,,,·ndt·•l '" ]'1<~\l..tc .m mJJCatmn ot the: C<~mpJn~ ·, 
IOI:tl addressable: market or I he revenue pntcnti.J I I· u rht· c ·.,111['.1111 ' .,.,' "c' JCI ha~ uhramc\.1 all ,-~nlhcall<'n' 
nece ss;uy to permat the: Company to prov1Jc h ... . tl ,. ' ' h.•n;:•· '''"I',. 111 I I .. rare, Jnd chc D1~1r..:1 ut { ·,,Jumb•.t 
:t.nd is in lhe process of oblatning the: nc:ce~~a~ ccnllll'Oillllll' m ~~ uchc: r ,J.ttc:' whcre !he Company ope-rate:~ or 
pl:t.n!> to operate. In addicion. the Comp:any"' ab1h1~ Jo ollc1 -.·11 11"' 1n 11 ' tcrnlm)" •~ llnlllcd by the \1/C .m..J 
covenge of the Company's nctwOfks and ..:onlpcllll' c I.!-'"' ' l"ht· Cump;~ny dc:fl' ,., 1t~ adtlrc .. ,.tblc: marlC"t 
es ti:natcs by multiplytng !he tocal nauon;al mar~t·C '"<' ,.,11111.111'•1 .1"""' h1 the" ,.,...,<"C'ni.J!Z<' of the Jl"l'ul.11111n tJ' 

tlcnvcd from u s Cen·u~ Bureau rnfnrmallllll) '''"""I•' Ill ''"" I "'"I'·'"\ ' 111.11 ~('( .uca~ nu~ l'\llllloliC .I"UIIl('' 

that pe-r c:aptla telccommuntc.tltons !>C'r\'ICC'~ u ... o~g~: " 1tu: 'Jrm· 111 '.IIH>u' rC"gwnl> of rhc Unucd State:~ The 
Company csrimate5 thai iu 1997 :~ddre~sable m.u~ct. '"mputc:.t un<lc:r thl\ n•~thot!ology. 1s :~ppro~~:amatcly ~U 
billion. 

JC I' s services s;c:ncrally filii 1n1o three ~.sic: t!"ru:' t 11 [,, .1! tll"l" "' ~ 't'' "ll c,, whll:h mo.:l uLic: local c llChaiiJ.!.c 
~rvu:e s. spec1al and switched access scrvtcc:s ;mJ I neal f'"' .t it' l1111' ,t·n 1' .-,, h ll cnh>~ncetl tiara \ci'\'ICC:\. -.·hteh 
include fr:tmc relay bawd cb.ta transpon. ATM .md lnlc:rnc:c .uhl lnJJ.IIIl"t 'c:rnce~ and Cm l l nt,.rc~ch;mgc rlun~ 
diSI:tRCC) SCrVICC:S . 

The Company·s local network ~rv~t:c \ cun '"' "' lo .... II J'll\,,1 ,· '""' ' ''" 11 c , , -.h l<" h the:" Ctlmp.sn) h.1 ' t.c'cn 
u ffcrina smcc: 1987. <1nd local Cllchangc: \cru, ~· . "'1111 h 1h•· ' ·,.1111'·"" hq:.1n 11 l!<'n n~ m I'Nf> l'hc I ·.,mJl.l ll\ 
f'lrOVIde~ I.'U\Iumert lOCI I pnvatC line !>('fVIl "(' \ t'J lhc:t h\ ).,, (,Jill)' IWI" 011 ~ 1.h l)lhC'\ Ill kJ\UI)! Ci<\CIIdl"li llt'h"' 01l 

li!CLIIIIC) hi rhe custo mer ' • prcmr~\ In thr· m.tr~<'" ... lu'h 11"· c o>IIIJ'·"" "·' ' •llj! IIJI . hl>«" c "I''"' nt't ~<• •'~'· lilt: 
Jdt.hllun nl Inc: .:al cuh.anac \Crv ~t:c~ allow' rht• (", Hll(>..on ~ 1" "1, "' .1 ,,. '" 1n ,·nuc: !!<'l~t'l.llll'!! pr.-.Ju.:r 1111 \ v. tlht •ur 

I .' 



·. 

haYina 10 acquiiC edditiOftaJ U'allspDf'l ract hiiC'~ and alh lU.' .1 ll h H ,. lllh'.'l .tlc'tl "'f\' II 'C' hI ~ t ollc'retJ Ill lhc' l U\lt llllC'f 

The initial CII1:Uil UW 10 JCKh !he tll\ltlnle'l C'\t,thh\111' •· .1 jol.ot lo I I Ill lh ,ll o oi U /I(' Ulth/rt( IU Ullt! oiJtkhltCifiJJ 
.en-ices. Due to the saanrfkant bandwuJtll mheu:nt 111 hll(•t ·•I'••• 1 .Jhk . .1 ""~·IC" ~ unnrc tton can \uppon " l.uge 
number of service 1ypes and a large number of cu~wrne n 

The Company has buill its base of local network !>Cf\' 1\:C .u,h•mer' hy ••lknnl! htghly reliable. htlh quality 
.ervicn thai compeEr pnmarily wilh rhe ILEC~. In J'l')h, lti('JI urt.,.ur~ '~-''' L(l'\ an·uunled for appr•••im.arc:ly 
ll'li (Of' approaimaacly SIJ . .5 milhon) or I he Comp:.tn)·'' tllt.LI ll'\\'IIUl"\ I ht• f 'utnjl.lll)' ~lte\·e~ that !he market 
[Of dJne Krvica will grow lhrough lhc tnlroduclton lll ltll'OJI t' -'dtJII!=C \l'l' I~ C\, C' panMnn o f networb *tlhtn 
u:istin& markets, addition or new markets. and increa~etl r11:n•·trOJt1on of nl'''"l! o.:u,h•mc:r~ through pro\uton of 
new incremental services. 

Ellbanced dall scr"Vices conMM ol tntc:rt'-'O.:han~..- dJI,L '~~''"' .,,._' ullhllrt)l It ame rday rc:chnulogy and 
applic:aUon senrices. such as lntemc:c. lolltu:h ullhLe the lrJm•· rdJ} net"''''~ l·.ohanrc:d dat3 ,rrv•.:c' c:nalllc: 
customers to economically and securely lr3n)mJI Jarl!t: '"'"m''' "' do~ to~ 1\ I''' .Ill~ ,.·nl 1n l.u!!e lluhl\ I rum unr 
site 10 another. ~viously. customen. had to uttlue lo"' 'I"''''' .t.·,hr.ol,·•l l''"·'tl' lint", m dral up ntrurh lut 
interconnecting remote lANs ar.d other c:u~lmw:r I , .rt 11111, J ln:•c mt•th• "" hall numcmu' dt\ad\ anla~e' 
including (i) low transmissiOn speeds. 1111 ~y~tcm' th.~t tt''l'"''''lrh~· uuht.•ll"" "' '""lplcmentaf)' ptuhll:ol\ and 
line speeds which \ignificantly incrca~~ the rmt u! uupknwnlml-' m·r~o~o .. rl., . 11111 hnuro:d 'ro.:urtty. pla.:mt• 
customers ' entire networJ.:~ at risk to tampornn!! from "ut,hk '""" ,. , .mol • ,. 1 lu~h ''"'' duo: tu the nco.:e'"t~ tn 
pay for a full time dedicated hne de,prle tnlrc4u•·nr .. ,~· I uh.111, nt ol.rt.l , •. , \" ,., Jte u1tl11ed lor LA!' 
rnlerconnecrion. remote '11e . po1nt of 'ale and hrand1 1 •ttl, c: • • •nunuru. ~•~ · ·~ ~ "•lui•• '"' 

The typical ICI cu~fomer for cnhau~.-d J.~r.t "'n '"' ' !1." mulhpk hu,m<'" l111: ;mo~n' o111d I C4Ui rc:~ 

communication for one or n10rr d~l3 ;~ppltc31!tln~ ;~m""C: rh~· ··· '"' .Ill"'" Th~· , "''"mer rna~ al'' ' ha\ e a number 
of location.!i served by ICI' ~ tiber opuc: nct.,..ork\. hll"'t:\ n . I''"' "I"" o f .·uh.tn,·•·d .t ... c;, "-'" •.:c' " mll derx·ntJent 
on the pro\·ision of local nc:c,.·ork ~CI\' IC:l"' al an~ ' 1"-'< '"' J,,. .111"" :\II .. 1 1lw , u,t .. rnt"". h~~.·at l• .n'. 1o1o l.t"lher 
dome~tic or inlemauonOJJ. arc mnmhl!Ctl h~ tht· ( ·,1111'·'"' .111d • ·"' hr· n ' c·ol ""' •11,:1> rh,· Cun•pJn\ · , '"' n 
opcr:lllons nr throu!;h rhe u'e nl po~nncr nt"l"'"'l' It';: I 111'-l' \ '\ ol " 

As a consc:~uence o( a srgmtic:3ntl) wo.:rca,ed qolurn•· "' 11.1111, .11111 uunoh,·• "' I till' lilt:! .:u''"mc" "'tUll'.tcol 
to ICI's network, many u( the~e c:u,tonu:r' o.:unnc<:t 11> "tlll't .. . ,,., , ool lnl<'lfl<'l ""'" "1th11ut ''"'' I<'·'' Ill!! 1('1', 
net..,.orlr.. Ovt"r 100 ISP' uuhu ICI'' ne1wur~ lor J"''" '" lloo'll . " . 1"''~<"'' .1n.t 11tlln lntnner "'c' 

In 1996. I he Company'~ enhan~:c:d dJia ~C(\L(t'\ "" oo•,IIIL",! : ... -'1'1''"' llll.lld~ \I·~ ,,, liLt" c .. mp.rn~ '' ltliJI 
revenue. The nl3rket (or cnh3nced dat.1 <~c:n·~~·e, . .l((tlhhn~ •·· ln.lu,tl\ "''"''''· '' t'\jX'(ted to flO" lrum ~I ~ 
billion tn 1996 to S2.7 btllion m 1999 Thc:rt> 1:3n ~ "" ·'"'H·"'"' ho~lolo<"H"r rh.LI '"' h mar~t't ~'""Ill "'II ~ 
re.:aliz.ed or that the 3\sumph"n~ unoJerl) rng 'Udl prnJ~'dl"'" .11 ,. ~t·lr.ll-k 

Lona di~tance s.c:rvtee) have been offered by thc: Cum1•.111\ ,ll,,o: l>o:,t:n•lx-r t · N~ Long tlt~t;.rn.:e \C!Vtl:t'~ 
~nclude inbound (8{.o0) servtce. outbound )er\·1c:e and ._athn~ , .ud ro:kphrmc 'e"" c The Comp:any cunentl) 
provides inttrlATA lonJ distance \en·tcc~ 1n .&1 ,,_.,,., ""''"'·I"' '""~ d"tJm• ~nll.'e' nJhon~~oldC' Jnd 
.nternarion.:altermrn.:auon worldwtdc 

The Cumpany ·~ mlcJr.:auon l<ervicc:l\ :rre o~pplt .. · abll- to1 .Ill tlll<'t:, .11~·p•m·, ••I "'' 1 lle de,~:rtbt'd abm c o~ntl aJe 
made available to cad us.c:r and ClltTtcr ~· u,rome r:-. A te.un ul '"k' 1""'""'""·'1' o~nd engmeer~ de,elup 
$pecialiud WiuUonS for ll CUStOmer's \pc:C rfi c telecutnmun" .1111 Ill\ lll'l'd\ S oo tnt' oll lhe\e IO IC~r ;UI<lll '\t'f\'ICt'\ 

include the sale. contif!urauon and 1nstalla11nn ul lhud P·•" ~ "'l u '1 " 11( nt ' " h ·""lie· "'I !.1m tdeu •IIIIIIU Ill\ .rll••n' 
and monitonng luncuon~ :lnd the devclopmeni ol pr" Jte nc:r"'"'k' I hC' t ·.,lllJ'olll\ t>('hC\C' that 'uch \l'f\ •~e' 
tncre.ue lhe le"Vcl of hnlr.acc: between !he Comp01n~ · , .1nd the ""'" mer · ' " I'<'Ut1on, thrreh\ rnne.r'' "l! rhe 
cuslomc:r 's reliance on lhe Cnmpany 

II 



..... 

1bc Company plans to c:nnunut' 111 l'\('la111l11\ tlomr'l11.' 1-!'<'"~r .. plu• rl';Kh by ;~~:qutnng and mtc:griltm~ htJh 
qYility, value added c:omparun. In at.ldtllllll. the Company. thr11uj!h the pur!>ull of ~uatcgac: alhancc:!>. plan~ to 
expend iu ability 10 oriJina.tc: and tc:munatc \'liii.'C and d.lla 11.1lh• 111 c:rr1:un Lltan Amconc;,an m;a.rkc:h bc)·ond 
those ~tly established in Panama. Cnlumllta. l"urrtu I<'"'· l 'tulr .sml Cmta Rrca. ICI bt'hc:"c:" thc:!>C m;a.r~c'' 
are irnpoc't&IU 10 iii buaineu becau5e. nut nnly r:. there a ''1!11111• .ull '''rnmuml) of antc:tcl>t bt't"·ec:n many ••f thl'\c 
countriea and a:tlain key cities an rcr~ !>C:rYICC' t~'Hihtf\ ·" •• IC\t.tll "' lhC' l.u~c Spamsh )pewng populiiiiOn\ rn 
chest c:i&ies. bul thue arc alw a number ot flu,Ull.'"''' th.H h.J\ r "Jlrr .ill<~rh 1n buth l.atm Amen\' If arul 111 thr 
Company's SO\Itbe~m markets 

s.aa. Mutl.ftlaa....t ~ r~u~..,, 

lCI's mariletint acuviuc:s uc: pnmanl> du ... ,·lr<l '" hu,uw" ·"''' ):"w"unrnl ~·u,htmcr' wuh a prc<~l'nlC' 111 

&he Company's Kn'Kt temtory The \urnp.m\ ·' • " .h•uu•r' ''" lthk l.tr~l' H•tl~<tr .1111111'. Imam t.tl "'I\ •• ~'' 
companle$, &ovemmenl deparrmenh ancl <t~l'lllH''· .mel ... ·•·l··rnr. ,, wnhlh .mol urhrr IIMIUI Jn\htUIIIIn~ a' "dl 
as small •nd medium sited bu~anes~es and IXl ·, 

1be Company's .ales ;and m:u~e1111~ ·'1'1''"·'' h 1' ... t•utld l .. n~ h·rm t>u,rnc" rclau"n'h'l" ~tth "' 
(U!.tomers, with che lftlent of bccomang the ''n~k '"ur, ,. I''"' ~tin ••I .til "I lht•or ld<'n•llltnllnl~'ahtlll' ,.,.f\ kt'\ IH 
an crfor1to leverage liS recent succ:es~ m ollt.ullln!" ~""'111111<'11< , .. nu ,,, '' lin· I· nrnp.ul\ hJ.' ~:re.ttC'cl .1 \.lin jtuup 
whose focus is che rnartu:ting of ICI'" cdeu•mmunc. .111"11' "'"""' r. • ~ • .,, rrnrnt:'llt <lcp;snmcnt' .md "'!!C:Il• •c' 
1be Company has atso establa)hed a ~all'' J!'""l' atur I• ... u····, ,. •, ''"'"' h .. ,, ••ht.umn~ hmldan~ rntf) J.~rc.:mrnh 
wilh owneu of multiple: office bulldmg ~:umrlr'"' ·n~~· I( I ,,,;.-, 1•·" ,. uh lucie:!> ,pc.·,·ro~htC'c..l prnt..•"a"n.1h ~~~ .. 
foe~~ on SaiCJ 10 feWI, wh()les:ale and ,Jh('fll.ll\' ,h,mnc'l <.u'•'lll• .llhl \.&!Ut' ..ldt1t•cl lt''o('lll'f~l ~1111\IIIIICI\ ul lhC' 
Company's tc:lccommunicalrOIU ~l'l"\'tc:C'!> fh<· <'"lllf'.JII\ ' '·'~~'' ''·'" ""'l' h• ~ •• ut J l>cttC't undrr,IJ.ndm!!! ut1hc 
CU$tOmer's operacions in order lo c.lc\·clup 11111"'..111\t.' .... 1•ph, .. 11 .. u 'I'''' rll, "'luhun' 1<• l'.1.:h ~·u'1"••tcr'~ nc:-ec.h 
Sales personnel locate pocenttal .,umtC\lo .-u,tomcr' t-~ ,n.-r..~! m.·rll ... h. ''":luo.Jmt,: , U\h>mcr rC'IcnJI. m.u~ct 
research. cold callin1 and other nc:o&work.mg .. llh.on,n. "'' lu.lon~. "''""•~'~ .!<'lli.Jthirnlonn.lll<~n twrn l.'crt.1an IX(", 

Enhanced data 5<'1"\'ir.:c:~. h~c all u1hcr 1\'1 -~·''"('' . ..lit' , .. : ! thr .. u;•h l!w ComJl.lll~ ·, l.'\1\lln~ ,,,It•, ,,,,_. .. 
supponc:d by sales engineers. and oflen rn '"''ll('f.IIH•n "''" .... ,.,,, ...... t ' • .tm· .t•ltk<l r•·"·ll,•r, • "'·'<'l"'lhknt 
providers of communtcauon~ hardware 1<1 (U,tnmrr'• .• : .. ! .. ,~, •. , '•·: •.••.. ·' ... u~o·, Jlu, ·'1'1'1"..1' h ,·n .• t•k, lh ... 
Company 10 (II c:mpha~izc: the apphc.slllln' '"'"h"" ..• ·I"··' . ! · ·.: ..... ,·.1 .1.11.1 ,,.,,,,.,., .Jnt.l ruo ul•hl<" the 
expenisc: and rl'sourcc:\ nf othrr \eod1or' 11•·· 1 ""'I'·"" llll<'n.:, :. • ·"!:'loll' np.rmltll;!' al\ 'ale' ..1nt.l crr~Hli'C'nn!l 
suppon slaff and othe-r tc.:hntcal \pc'C.:ta.hlth '" ••rJcr ,,, run·t th,· ... ,, . ._.,n,· .t.-ru.mt.l tor c<nh.sn,cc.l ..!.JIJ '1.'" ''c' 
Stnr.:e che:or ~<'1"\'icc:s :uc: also sold to c:xtc:ndc:d nC't~"'~ , u,t •• , ... ,' • •I the· < • .. mp.u•>. thl\ \:lie' t'lfun .,tfer' the 
Company a means of expandin& tU netv.orli. Sec · · Sl'l" "' ~ 

New customer relationships arc: lyptl"ally e'u!lh,fll',l "' I''•'' c.hn;: "'"" "' from onC' ol chc thrcr IIIJJm 

C~CJOOc:'S {local, enhance4 and long dastance). lhC'n lullt>~A Ill!! "I' "olh .lllollll••ll.ll \C"O t.:e\ hum llle uChC'C t"'u 
c~tegones. For mscanc:e. dunnJ 1996, rhe Comp.Jn~ ,.,,.JHI,tw.l .1:'1''"' orn.11t·h .'.),oo nc~o~o ,u,h•mc<r ,.,..,,~''"'""''" 
through the sale of lona distance stl"\·ace~ 

1be Company's servace dela\'l'J")> ~caff " pmn..~nh ... ·I'"" .,t.; •. I <'I • • ..... t.n.allllt; 'c" •• ~ .md •n,1.JII.Illlln 
activitaes. Service delivery ac:uvtht~ tndudc: \line) lll!!lht' '"c: I·· .1'·"'" .uuh•<'nl "'lhlrll• "' .1no.J l"'""er . .Jnt.l 'P.J•<' 
requirements, as well •s coordmattng tnstall;mon dale' .1nd <'•llltpnu·r.t ·~<''• "'' ~ .snd ·c,lm~t JCl'' .-u,lunh:-r 
'l'n·rcC' ;met cec:hnic:&l staff plan~. engineers. momlor' .. mt.l rn.JHli.Jul\ '"" .. ,,,. ~~·" •lll.rht) .tnt.! .I\ .J•I.£1l•ht) "' th~ 
Comp01ny 's networics. lCrs customer ~C:f'\IIC'l' and ce, hnt, .• 1 ••.1tr .u ·· ·'' .ul.1ltl«' ••• · '"'' •m<'" ~-' huur' ~\ ,.,~ 1f.1~ 

To suppon all or IU nt'IWOfJ based ~('1"\'fCC:~. lhl' ( 'nrup.sm l\.1\ IIIIJ'Iellll'll!(.'t.l .Ill .!UIIliii.JICd llrdenn~. 
provtstoninJ and bdlin1 r.yscc.-m samllu to lh:at UM.'d by ch~ IU·(', ltu, ·'"'"nl.ltet.l '~ 'tcm nu~e' 11 ca'y lur I he 
Company's lXC c:uscorncn to uack thear order~ "·uh I< '1. .Jn•l ,unai.Jrl\ .til"""' 11'1 .,, IIJ.<'~ '" .u.IC"C\ ~~~~~ rhc 
llECs. JC( hu also implemetncd Ill inttgr.1ted I"IC.'IwurJ.. m .• n.·~··nu·ut "·.rrm \dud• rllh.sn,·c, the: Cump.1n~ ·' 
abilily to monicor. Ct'SI. lflK'k uouble and duratdt ccp.su "''""" ,., I"'' \\>Inn tth•luhtt\ the perlt•nn.Jnt:c< •11 
ICJ' \ necworks and sef'\liec:ll 24 houn c:vc:ry da) 
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Netwolt 

T1w Company hll deployed its llt'tworlo. mfu,tnJr turc:- \rlr\'tlfl~ tht 0111\t economical altem;r,tive of 
constnactiftl Of lcuinl f.~Cilllies <lf 1 comhm;u u>n thcrc:-nf ll1r < · otnp;m" ~c:"ntr;r,\ly chooies ro own fac1liflt! 
where (i) theft 1.1 no tiber opcic nctwod altem.lll\'1:' .1ml thr I 'ontpan) •an I~C the incumbent nctwort pmvidct. 
(ii) ownenbip QUklaua'lepc valur fort~ C'ump.1.ny. uut l.llj!<' r4mcrntr;~unn\ of ttlecommunicarions uaffk 
~ .ccessibte, or have beea sccwed, to justify netwurlo. ,·nn,tnJdn>n and (rv} net.,.·ork consllUctioo can create 
lipilicant barriers 10 en~ for subscqu.rnt cnmpt"tJIUJ' ~ho m.,y .,.."h tn rntcr the Company· , m.arlt.el$ 

In .addition to the "build" V\. " ltOI!>C " c.leo~l~n rur nrt~ OJflo. deplnymrnt. the Company .abo con\Jden 
poccntial nct:wotlt ecquilitions from 11me to umc The Cnmpan> t>che\'C' that a~·qul\lllon~ w1ll grncc.ally prov1dc 
it with (i) immedia&e ICceJIIO increment.al cU\ton1cr'. 1111 rr.tu, '"'" ut nc:-t.,. llrlo. cnn\trurlltln ;antl 1mplemcnt.auon 
nW, (jjj) elimination of aft incumbent compel! Ill I. I 1\ 1 1 11Ullt"tll.:llr a( I c:-" Ill adJltlnn.1l 4u;ahfied managttncl\1, 
s,ales and technical pcr-101\MI and (v) a networlt. pl.:rllunn h•r thr prm '""n ,,f rnnrmcnr;ll \'<&lur adtko.J \Cf'\'1(1'\ 
T1w Company bu demonsltatc:d such ~trate~y "'1th 11\ J.-(1""''"11 "' !thr·rNrt. J ~~~ arhl NctSnlvc 

In those mukrts. where ICI .:huu\C~ 111 ..kplu~ htu.uth.lthl lllt•·r ""'"'"'~'· rhr ("omJlan) ·, .. uatcg) "111 lil\t 
develop the: "carrier nnJ" poRIOn of II~ nct ... ·url.. J hlt!h , Jj'J• 11~ Ill' I""'~ Jr,l~llro.l tu lle J(CC\\tl'll( Ill all \he 
major lon1 distaftee cllrien and key JLEC centrJI t~lh .: •'' 111 rtn· .Ill." .I ·nu, fl"n1"n ul the nct..,..url .slln""., \he 
Company to provide acccu to Utuc long dl,tan~c . o~rrtc.- r' . I' ' '" ~<lc ~"llllc:'dl\ ''> •o thr ll .EC nci ... •Ji l ror 
in~aeonnectlon .net usc of unbundiC'd ILEC nctv. "'~ ckmcnr-. J oel m er uruc . to , nnnrct hu\IOC\\ ani.! 
govemftWftl C\1"-0rnen IO such Jong distance CUfll'l' S,.,,,ntf lhc· ( '••mp.m~ tk'l j.'' l' J l.slt!C:OI ' 'had;bcmc nng" 
eJUendina from the cllri~r nna. watha nc.,. tu ... .srtl m.1~11l)! It"· m·l~.,,~ ·'"''"'hie '" rhc: lat~e't cuncc:"nU.allon 
of te&ccommunicationl-intensivc busmrss and go\ rtnrr1<'nl , · '"mr" m rhc o~rra Huh' .Me 'tr.atcgu:~ll) luc:atco.l 
on the backbone rinas to all<lw for the collccuon and Jt \lnt'tur 1o •11 • •I rdc:-• , •rtlllllllll< au on' rr at he unlo .11111 clff the 
backbone nn1. Third, the Company concentrate\ 11\ ,_,Jr, .ond """~<'llltt! dl11rt~ un Jt.lt.hng bu~mc\~ and 
govemment customers loc.1trd on or very near "' t-o.~,~"''"" owt"'"'~ o~nJ hun I•~<:.Jtam' On.:c ICI dctcomunc:~ 
that there is ~ufficient customer demand tn a panu:ut:u .Jh'·' · 11 t'\ lo:n<h "Ji,UthUtlun nnp'" from the had(bt.me 
rina to reach specific busincs~ocustomch m \hat an:a The: c.ornp~n~ ·, <'IIIPh""'" "" thc: l'lurldtng an.J c ... p.~n~run 
of these city·bascd networks to reach end u'c' · u''""lc:r' on l·uoh.ltnl!' "' o~lh«· p.Ml ~ "' Hh 'ut>,ramtal 
tcle~ommuntcauons opponunny The c~rabh~hment nl .• · ' lr.llh ht ·.t' 1'""" . · ~• .• ,u,h•mer'' J< ... ..ttllJO " J l.e> 
strategic dc~ rrn clement of thnc nclll;orb 

ICI"s Cit) -baied nct,.·orks .arc compn.,eli ul ht~r "I'''' , ·'"""'· tnle~r.•trtl ' "" 'khtng fanlll tt"~. i4h.mccJ 
electronics, dill.l switch1ng equ1pmcnt (t .g frame rda) .111J ,\T.\1 t. UJn\mJ""'n c4utprncnt an.J ~\!oOC 1atcd v.mng 
and equipment. By vinue <lf its stale-of-thc·ut equJpt11cnl Jlld lin,: hlc .ill ht1rc.IUI(', the c ... mpan) - ~ nct ... orh 
offer electronic redundancy and di\·cr~e a.:ce~s routmg ThrPu~h ,w1nm.1rr, protcdr"n ,..,.,t.-htnt: >I an)' c:-lc.:tncal 
component or fibre opcic strand fat I$, the s1gn:~.l rs m~IJnl..tll<'"" ' '' ,,.,1d1e•l 1" J " but \IJndhf · .-nmponent or 
fiber. Since nc:t .... ork outages and tranSmiSMOn cntlf'> ~ dll ,.,.. q·r~ oll't\Jplt \ (' .llhl \.I\ II~ 10 lnng ·h~tancc (atTIC' I\ 
and other cu~tomcrs. consiucnt reliabthty ~~ cntrcalto , u,ft,lllt'" 

Tbr Company cun"Cntly has fiber opuc network~ m ,c,, ,,,. 111 rhc:- t hiJnd••. T.unp..t Mt .tnu. Sc l'ctcr,l'lurj!. 
J:ackr.onville • .net Wc14 Palm Beach. Aonda. Cmnnnat 1. Clhu•. I< .tl•····to P ur h.1111 . :-.'o~flh c u11 hn..t . .tnl.lltunh•·•fle. 
Alabaml metropoliLin areas and Of\C' under devclopmc:-n• 111 :\1 I """ :\I "'""n IC ·1 cnn·mucs " ' upantl lhC"sc 
networks and has 1dcnufl~d )lmrlar nctworl Cllpan~ton upp•>rtunHtc ' 111 .. thcr ,rJrd rJ m;u~ eh 

As a ruult of iu KqUIIIh<ln of EMI 1n 1~. ICI a h .. ulllllc' , crt o~J/1 "'orrlt'" t c:-du~e•lutcac:-' ... , J p.ut vi at~ 
prov 1sion o( 5oerv1ce,. JCI owns a JonJ·haul mtcrowt~vc:- llo~n"'ll " " '" '~ ''c:-111 '"mpn" nt; Jppro-.unatel y 5.000 
route nules m lhe Nonhc:ut. wt11ch 11 pnnc1pally u)td lur uan~ponw~ o.l•JpWI mlcre-.change ll\lnlung and analog 
vtdco StJnab. Al.ldttlonally. as a pan of a 1995 Aner Putdla\C A)!recment ~t~~occ:-n 1.~11 ana ART. ICI has accet.\ 
to 38 GHz h~enws in most metropolitan .areu in the Nurtheo~~t at the 1 '""c'' r.Jtc .:h:utted by AMT fur 'u.:h 
wrviccs. The Company uscllhts tcchnolu(y from hrnr '" IUiat· '",'"me:-. 1 '", "''"111rr' tu '' ' nrt ... nrl .. tllu"' rrrl! 
rapid initiation of wrvic~ . 
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In ldd.ilioa. me Camplny has undrn.l .. «'ll .I \lrn•h· .1111 llt'l\4111 .. c-•pan\lun In •ottllf)' lhC' dtm.tn~h •• r thf' 

Comp~~~y•• -ur driven powth In lll(Cil'\dl.l.li~C' , ....... tnt I \ llll (' ulltnn,\ 'fht COOIJliUI)' h.u deployed 
rcsoun:a, primlrily awitc:ILing cqu1pment. tu drvtlnr Jn r-lc-n\IVt' network to provtdt thes.e $ervtc:e~ E~tcess 

ClpiCity oe cbia primarily teased M'Cwork can he u'<''-' h• I''''' 11k Hh renu:mal ltlr,ommunu:attom. s.ervtce~ ~ucb 
<U iniCn:'IChanploa& dillaftee ICfVICeS. 

~ Company hu Ra"ndy undelta.kcn thco t.lrrlu~lll<'lll ul A lM nctwutklng ttdtnology m 1ts tnteu:uy 
network. llk>wina lhe network capacity to he dhot'ntl~ ,t~.~~rl.! 1...-t.,.«n mulurlc pl.ttfonm Often. the Company 
Offen il'lleftlc:ftMJe servi(e:s iD &eOJr.lphac marLC'h \4 hn~· II h.s\ not Jt'llltl)'C'd lh Oltll tibt-r OptiC netWOI'k b~ 
leuinl facilities rrom. Yaric:ay of c:nlille~. mcludmg ll.H. '· UII)IH('l>, IXr.. lonl govcm~nb. cable comp.iniC'S 
and various UMJiclhipway authontu:s In n•;m) "-"<''. ,u, h , ·'I'"' 11) " <•tlt.:arn<'d thtuugh dt<' ~arual lea.\t .,, 
pwoch&se of "dltt ttbct:' ~ ~omhinattnn ut thr ( ···ml'·•m ·, • II\ h.l\nl ll<'lltutL\ an1t 11\ tni<'IUI} \'l(liii~U) 
compriiC tlw tamleas nelwotk rlatfurm "lm h the ( ·,.1111'.111\ ullhiC'\ tu lltf('r lh hwhl :a.nay ol 

telecommunications tervices ro it~ 'ustomcr~ Tht' Cuml'·'n' .1hn h.,, .tlo!l<'t'lllC'nh "lltl .:crutn llurll p..tntn .tnd 

the ewers in lhe UniSPANfC) con~oniOm , .. ·kltH'I rllh.llh nl ·1.11.1 "''' ·~('\ ll<ttiOillil>llk ,,, lllfC'nl.:Uaon.lll) 
c.tvouah a s.eamkn dlul network. 

The Colmpany't. Jelc:communKalwn' <'<tu•pmn•• "'"""' .... ,,,..r, I'·"'" 'IMtc- 111 piJtmm~ ani.! ,lo:,clupm~ 
electronic equtpment (or USC in J(T, nc-114••1~' l'lw (',,.,,j'.lll~ ,,,., •.. nnt t•dtC'\C' II "t.lcrcmfeot on .sn~ 'tni;k 
vendor for equipmtnl. 8ccaU!ot' rhc (',1111('·10\ oN'' o•t 1'•1<:1~' ldt·. "lllflll'ot"·afllltl\ lt't·tlnuluj1~ l.llht'r lh.•n 

dc:velopmg it, ICI''- reseuch and tlc:\c/opmc:'nl 1·' I"'"• hroor•· •• ,. ""' "'·''''"·' 

CompetiUon 

Tht Comp.iny faces lntt'n\C' t:flOIJlCIIIIIm an , •. ,,h ••I ''' •h,.·r "'r''''' <.tlt'j.!nnr' .J .. ,·al \CJ"\ICt'\. cnhan.:e.J 
s.e~·iccs and tona distance serv1cc-~ 

Tile ComJ)o'ny bt-liC'vcs Chat v.:mm .. , lc-~'1'1.''" ,. uurt.<ll' ,.. "" lu•lu•~· 1h~· rc·•rm/~ t·n.h:trt..l I 'J'If• 1\n .&nJ 
certain s«ate intliativts. wall re~ult '" thr tc:'lll"' .• 1 . ·I 11,,. , . .,, ""'"~· n')'ul.th•t\ t>.tfTI('r\ h• t ... .-.,1 n.-ti.Jnfc:' 
competition Wlult lh.e Comrany .-unc-mh '"ml"''"' "''" \I.\ I ''' I .w.t .. th<''' tn the- tnt<'rc-~dt.snr,· 'c:~"•~c-' 
rrtarkel. thc- 1996 Act ;al•o pcnn1h th<' f( IH J( · ·• ,, • I''· ' .. t.- <II It'll''' h.m~c- \('I\'' t'' 'IJ'«ln mc-<'110~ , ··n.-,n 
rt'qu•rem<'nls descnbt-d tn the 199t. 1\(1 Whrn 1lu: J.(HIJC·. />, .... ,., I•• l'''"ltlo: ''"" 'crvto.:c-~. the' "''II he tn a 
position to offer single sourct' '!>C'J"\·ace 111mtlat tolh.u l••·•nr .. ,,,.,,.,, "' J('l ln.ullllhnn. S(lllni.Jn<l(irf. ultcr . .1nd 
various ll.ECs and IXCs. tnc::luchnJ BellSm.llh. ha\<' anr~> •un,(',J u .. ·u 1111c-nt '" ollc-1. tnt<'gratt't.i teh:, ommuna,ah~m 
scrvlCC'S in areas cunently s.erv<'d by ICI AT&1 .tnt..! :1.1<'1 h.JH' '""••un h• e-nte-r thr luo:.:d u~hana:C' \CI'\I~C'~ 

mati:<'t The Compltly cannot prt'dtcl the numl'>t'r ••I •••mprr''"" th.at -..stl rmt·r~<" ·"a rt,ult ol <'''''IIIII and :my 
new federal and state l'tJ~Iatory or le(:t~lallle adto>tl\ 1 · .. u.po:tua .. n II • •m 1111<'~' atct.l trlr~ummuml.' Jt111n' 'crvtc:c-' 
pl'\)vided hy lhe R80Cs. AT&:T. MC'I. Spnnt. Wurldl 11111 .m.l .. , .. ,.,,, • •ulll h.J\C' a 013tcnal a.J\c-1'<' C'ffc(f un thr 
Comp~t~y's busincu. 

Compctilion 1n each of the lot'J"\'S~:t t:atcgnnc' P'""J,·.I h:- rht· 1 .. mp.m) ... , -..c-Ia' l•lt '~'tcm' mtegrattnn 

which is common 10 all muk<'t seg~nt~. ""'''u"c-d hdnv 

/.,..-,1/ Strvlcrs In c•d't nf lh gc:'HJIJf'h" '"·"•· .. " lh<' 1 "'Ill'·"'~ 1.• ,., ''~mh•a·•• '"lllfX'IIIu•n '"' lhc- hli.'J.I 
)('1'\'ICC:$ u orreu from R.BOC5 and other ll.l:(' '· \4 htdl 'unc-nll' tlllllllll.lle tht'U 1o.:.tl tdecnmmunt.: .:umn<. 
mukelll. 'l'tlnc comp.a.nie5 all have looa·st.tndmg rdo~hon\htp' ~•th lhl'H, u'tumc" an..! havt hnannal flCI\tlllnc-1 
.and tec:hntCIII l'eSO~UCtS subst;sntially grt'3kr than lhll\t' ul J('l 

Tile Comp.iny •Ito facc1 cornpthllun "' m•"' no.u~«''- "' """ h '' • •J'It"l.ttt'' lf,.m • •II<' •II m••tr t 'l.l·< ·' ••• 
!CPs operuhnJI filxr optic network~ Othe-r h1<: al "'" ~< < 1'1"' ~tkr·. h.s\ c ''l'<'t.JIIun\ ut ;uc- snlllallll~ <lpc:'t.tll<\11\ 
wuhan One" or more of IN: Company·~ lot'rvtcc ;uc-a\ ICI ure~" \\ .. ,tdCurn. MC'I. TC'IC'p..rt Cummunt":!.tl<lll\ 
G~p. Inc. C "Teleport"). and t4:rtatn cablc- t<'l<'""~~'" P'"' tt.i<'r'. u ... n) ,,, "'tu.:h ;uc ~ult~tanH.lll) lo~rgC'r .tnt! h.;~' c­
sublt.anflally Jreat<'r financtal res.ourc<'' rhan rhr 1 -..mp.ul\ '" ··ntt't '"""' "' .111 "' thr m.1rl>.t>l\ th.u rhr <'••mr.tn' 

,,, 



presendy ICI"o'CS. AI leu& l•o or lhcse compctlll}l), "'•llh.l( ·,lfll -IIlii I r lq~ Ill . h.l\(' t"nlcrct.l ur aunuun..:ed pi .an) '" 
en1er a number of ICI"s ~ervicc II"C&I. ICI alsu undcntan.!' that 111lwr cnttllt'' haH' wJu.:atrJ then t.lcme to enter 
!.he local eachan&e ~en~ic:el muitet witllin spccttic mcuupoltt.:m .rrc-a' \t'l\ <"d "' wl!cted b) JCI. 

In addition. a colltinuinJitend 1owatd con)ohdatum .m.t \llatc)!t• .tlh.uKc:' "'"''hm lhc lclccommunacauon) 
industry could te14111 in up.ifiQnl new compel ilion fur I he ( "ump;an) A" I & T OIOd ~KJ bave begun IO enter lhc 
local servi.ccs mad:el. Olhtr pocentiel competitors of the Cumpan) tnduJt• ultht~ '"'np:antc~ . lung dtst.;anc:e 
carriers. wireless lrlephone systems ud private network\ bmll h~· mJI\ ~th~o~l hu\1111"'\ ~ u!>twncr~ Thc Comp.:any 
cannot pRdi.ct the numbn of compemors lhal wtll cmt"fjo't" '"'' .r r<""•lt "' '" " 'h"l~ "' o~n:v new 1cdcroal ilnd ~t.lte 
tCJulatot)' or leaisJati ve Ktions. 

Competition in all of lhc Compllly·s geographt<" m.;ri.t·c ,, •. _., " ,,,.,,.,J .. n </ll.lhl) . rrl t.ah•luy. (U)tomcr 
aervice and mponsivenes!t, ~tel'\lice (~lure~ 3nd pncc TI•r I ·~·mp.1n~ h." lcpt '" l'"•·c, ~• Jc,eh ~·umpettttn· 
wid! those of lhr ILEC1 while providing. tn the: "Jlllll"'' ul thr C"u111p.m~. J lurhcr lt"\t"l of ,cn~o.:~ ~n.J 
tC'fiOnSiVC:DeiS to iU. CUIIOftWR. 

Althouah the ILECs are genc~lly subJco.:l tt> ~rc.tlr:r I''" "'~ .tlhl H'~'"JI.JhH~ "'"'""'," th:an ulher 1c .... 11 
nctwoR: KrVice pro~·aden . flEes uc ~eh.Je,·tng ancrc;a""i! pn, 111!-' rlnlhlli!\ '"' th,·u 1 .... .~1 ,en,.;~, .:1' ;s tc\Uh nl 
recent legislative and regulator')' devdopmcnh The: 11.1:1 ·,h.,, r • ,.,,w .. ,·.r '" i .. ,.,., ' ·'' '''· 1nUIIIn.: Ill duv.n11..11J 
pre~sure on ccn~n d~dicaled end ~witch.ed an·c: ~' tr ;u"l~ ''' , ,,,,.. llu' I'' ",. '"' ' "" 'n h.1\ dr<rr;l\ rJ opcrJtm~ 
marg1ns for theae scrvtces. Howc\·er, rbe Compan y bel!<""' ' t)u, •·lk-t ·,u J II~<.· '"" '' C ho.~n •• ll 'l·t h~ the uu:rr.,,r.l 
revenues ava.ilablc as :a rcsull of acce~s to customrr~ pru\tJnl lln ••u~·· •ntt·r· ••tm<'•'"'" 'l'"'·'"'rr .tp ccment\ an<l 
the opening of local u chanse \Cf"'ICc 10 compcutmn In ~.l.lthltr\. th<" <'· >~ np.m\ hdl('t"' rhJI ru ... ·C'f rate\ rut 
dedic;ued access wtll benefit other ~el'\lices offrrcd t.,· 1hr c · "ml'·"" 

EnhDttC"~d Dmo Stn·tcts. The Cump3ny face~ nunp;.·r•••"" 111 '" wh.tn< c.t dal3 \CI"" Kc' l>u\lllt"'>\ fwm 
ILECs. IXCs. VSAT provtdcn and utheh Many ul \J1c l'o~mp.m' ·' ,. '••tllll' .m.t pncr:nho~l '"m~tllor' hJ• c 
financial and Olher rcsourcu ~•gn1hc:antly srcatcr 1han thn'c "' th•· C ·,1111'·'"' 

The Company <: ompcte~ ""1th the l.lrgcr IX("' 1111 tlo<." "·'' ' ' "' "''' '' <' ,,. ·I'" '""' C'll<""· r "l"'d ""'P'l"''" h • 
technology and ~er\lcc ~.rend s .. :md a rcg1on.:al ,,,._ u' l>llmt• "' , .. ,, 1~ n;.u l.<· t . u, ""'""' ,\II "' the lll.iJitC 1:\t ·,, 
tncludms AT&T. MCI. Spnnl and WurldCom uffl'r frame rt·L· ~ \\''" ... ,., .111&.1 " "' ,., tl " ' thr Ill .I JOT I XC, h..i' ,. 
011\nolll'ICCd pl;;ans to pro\·tde Internet !Jot'f\IICCS. The Compan) hcltc1n 11 ,nrnpciC'\ J,,,,.,,,hly ,..,,h lhl''c ptu\IJC'r' 
in irs milfkcts. based on tht futures and fun~·•um' nf '" 'l'"" ,.,. 1!w hq•h ok'""' ttl '" ntl"' •, ~· ' · rdau•·r l ~ 
gre;uer upenence and 1n·house expcn&.e. Contmuctl agJ!.tC""I't' I'"' w~ ,, np<.'dl·d '" " 'I'P''" ~""'"''"·J rap1t.l 
srowth. but will place increu•ng pressure on opcraung ma.r~ lll \ 

The Company also compc1es w1th VSAT !tt'tv1ccs on lhC' h.J\1' ul l'll•l' .tnJ d.tt.J .:Jf':S\:Ly The Compan) 
believes thai the relatively low bandwtdth of each VSAT •rrnun .• t .Ill• I lh•· , "'' "' pmdlJ' IIIJtt Jnd tn,talho~ 
VSAT rqu•prnentllmll~ I he abahty of VSA T 111 n•mpch· ~~~ollh lhr 11.1111•· rd.n ··•'"" , ... I*" uk• · h~ tlw t ·ump~n) 

M111y of the ILECs now offer sel'\lices s1m1lat to ICI' \ rnh.:an..:rd ..r ... , .. 1r r."'' · llut ul{c:r them only on Jn 
mtralA T A buis. While lhc ILECs aenerally cannot mtc rcunnrll the u II .tmC" rr l..1 ) uC"I"' " ' ._ ' wr\tt r ada nthcr. ICI 
hu inrerconn"led ill rr•rne rel•y nelwork wnh rhosc of \ ";lnllll\ ru:c, A' .I 1('\llh, 1<'1 uan U\~ crrtJ.m ILIF 
serviCeS tO IJ;c~p iiS OWn C'OSt5 down WntM d LSIMbUtiOIJ. 11\IO ;arc ol \ 1 h.tl ' J IIIII •I l•r IIH Ill' r < ' 11h IlLII< JIJ ~ It" I\ lt'C'<I < 1Jl 

lis own network. ICI npc1."11 the ILEC~ 10 aggrc~~t\r:l) np.ulll tht"ll cnhJIL•c•J •IJIJ 'en t..:c, 4~ rq:ula!OI") 
developments pcnn11 them to deploy 1ntcrlATA long LIL\I~ n.-c nctv.orl' Wilen chC" ILEC~ ;ur pcrrmued to 
provide such ~erwice!t, they will be in a position to offer \lnglt: \uurcC" \C"J> ..... ''""'~' tu lhJI bc.ng .,f(cu~d b) 
ICl. As pan of iu villlouS interconnecrion aareemcnts. ICI h.;~ nci!<>llatcd la'""'"le r.11n lor unhuudiC".i tu:c 
frame relay aervice element~. ~ Com.,.ny eapc~:t~ '">uch m·~u11 .1111"" '" ·k ""·"'' '' ', "'"· 1'"'111\t"h •mtMdu•~! 
m:u1in\ !or this srn·•r:c 
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lt~tln.&ehmlll Sttmc1s. Tht Company .:uncntl\ •••mp:tc' ~ uh :\I Ai. I. Mt'l anJ •~ther' 1n thC' 

i~lt la'lfica llba'kel Many of the Cump:~ny'' ,·um(l('tltnr' h.av<' lungMand&ng rel;monstup~ With !hear 
nts&oma'l ud haW fiNIMi.IJ, pc11011nel and l~dma ,$1 ll'"tUh t'\ \Uh\1,11111.111} tcreOSIC'I lhan ~hose of lCI tn 
ptOvidiftl uue:rea:hlnft' la'lfiea. lhr: ('omplltl)' ltll"U\('0,. • '" <jllotlll ~ \I' I\ II .... tuol .... CIIIIIIIIY Ill lh\IIOJI.mh rhcll IR ~ 

~ COIIIJIICUtive ~· ICI bu budt .._ Joyal ~u,hmtct h.,,t: hy <'IIIJ•h.t'"'"B 11\ ~u\tomer !ICIVM' flx­
ldditianaJ new serril:a thai are off~ as !he Company rmplcmcm' 1t' l•..:al u.:hange \cf\·rces ~hooh1 funhcr 
suppc.t this posi'* by allowin1 the: Company to m;v~c.:t .1 wnll· .m<~~ ut fully .ntegrated tclccommumc;sunnll 
scrvic:cs. While thelc services are subjec1 to h&ghly .:ompctli&H~ pn' ~~~~ plc,,urC\. 1hc ('unapany ·~cost to provtde 
these services is dcc:reuing u it deploys more lUl·aVlnn~t dl\tan•c ""H' ,v.,tdte\ and tntere•changc nclv.url 
facilities. 

Sys11ms lnl4'61'dtiofl. TI\e Company face' o1rnpchiJall 111 '" ':• .!<'Ill' llll<"jlt.llmn llu\lne\\ h<~m c~urpmcnt 
matua(acnuers. the: RBOCs and ocher !lECs. lun~ ti"ran•t:, .lwt·r, ·""' '~''<'Ill' •nt('~rall•r,. man~· nr which ha~;e 
financial, and other rcsot.m:es significantly gr.:"al<'r tho.~n thnw "' ttK f • .. rnp.tn~ Uc.:;u.a'c the Cump:1ny •~ nul 
htJh[y dependent 00 SyS~t:m integnltion l'e\'eOUC''> o~nJ ht-, ·lU•l' tht• ( ·,mp.ool\ t~ r•• .Ill~ Jltll\ tJ('\ \Jr"\lem tniCi;!JatiiiO 

tetvi"' to (UII011'1Cf'l who purch.:a~c olher \cr\ '' l'' nllh•· C ···mp.tw. If l". '''lt'lll' mtq!t.lll•ll"l ~·nmjl('hh}f\ '1t•tuld 
noc pole a 'iSntfklnlthrcat to ICI'\ ~~~er.rll hu·.m•···· 

Govtrwntftt Rfi'Uqtlon 

Owtn:it'l4'. TI\e Company's ~en·1c('~ .:m: ,uhJl'd I· • • .tr> tllf .t,·~r,•r, ·•I t,·,kt.d. ''·~'~-' .md 1.-... .al rc:~ul.aunn 

TI\e FCC exercises juriwficuon over all ta~·rllltt'\ "1. .uhl wn" , .. "lt•·l•'" ''' lcll'""nmum•o~h•lll' "'"'Ill''" 
councrs to the: t'Attnl lho!.e facrhhe\ au~ U\t:tl hI I''"""' "Ill' Olt.ll•" ... ,,., 1111/t.llt' lllh'hl.lle "' llllt'fll.tllul .. tl 
communications. TI\e sl.lte regul;uory ..:omm1"1nn' 1n.u•• '''"""""1"11 ""'' "''"' .. r lht· ''""._.. '·•~·•ltu.·, .tnt! 
~tvi"s ro !he extent !hey art' u~ed to ongmatc nr tcrnun.uc 11111 ·"'·~··· , "'"nu•ru, ·'"""' In o~dJtunn. m.lll) ol the 
reaul.atiOnl> issUA:d by the!loC' rcgulalory bodlt\ 01;1~ h,· \llhjt', t ... '"''" :.tl ,,., ... ,_. '"" fl'\ .. 

1
1 "' "'"~h I( I I\ un.Jhlc 

to predict. 

Ftdtral Rtsulatwn. Tht Compan~ mu'l ,·ornph ""h lh<' ,,.,l':or.·utt•nh ••I ,unut~o•u •.lrll.J~t· umlcr the 

Commumcataons Acl of 19:\~ uht "f'urnmum •. tll<lll\ "· ,. I .I ....... , .. k.t ( ·.,llll'tChC'II\1\t' .um:ndlllt'llt' In the 

Commutu, .. uons ACI Y.CfC made ny the I9'Jtt ,,, J .•• , loh ,, ·' .• '· 1···.: tl.'·• r..·., .,, h·hru.u~ .II. I'J'JI, llu· I'Nft 

Acl effecttd plenary ch.utgelo 10 rtgulatllln .II broth I h.: kokr . .r ·""' •l.lh' :-· .d·. lh~t .ailed IO(IU.tll~ l'\t.'f\ \\'j:lllCnl 

o( the tcleconununicat•ons mdul>lr') Tht \I.Jit<l pulj'•"<' "' thr l'l'lt, Ad r·. '" prn1unr" "'"'J~Imnn 111 :til .Jrca~ nl 
tclc<:ommumcalions and 10 redu~:c unr•c..:e'"'r) rq.:ulo~t~o>n '" •h•· ~~~··'''"'' t'tlt'''' l""\lhlc \\'hllc 11 "''II IJ._c ~C';&t\ 
for lht andusuy to feel the full 1mp:ac1 of 1hc !'J'It, ''' 1. 11 " .tlrl·.ul~ , ,,.,.,, 1ha1 the le~,,Jo~ttnn prn\"tde\ the 
Company W&c.h both new opponunmc~ and nC'" , h.~lkn)!l'' 

Tht 1996 Act JIVt'S the F('C lhe aulh~>rll y In torcl'<.·.u trnm H'f'ul;llln)! .:umparuc' 11 11 lind' that ~udt 
regul .. uon doel\ not SC'f\'C: the publtc rnltresr. .md •ltH·,•·· 1lw I 1 ·1 · I•, It''"'" 11' rq:ulatJ<IIl\ l••r , unlmucd rl'le\ .an,·C' 

on "' regular basts. As .a result ul lhl\ ducdiH' ..... ,u,,,.., .. t u ... "'!'"\·'"'''" rh.u h1'1""'''"~ ·'I'JihcJ '" 1h<' 
Compo1ny bavc been and may conunut 11• be dtmmo~tc•l m '"" luhtH' \\ luk 11 "therefore npcdcti lh.Jt .1 uurnhc1 
of l't'JUlations 11\al wert' developed pnor to the I ~w. A• 1 ""rll ll<' dmun .. tcd 111 line. thow "h&\"h ~1111 o.~ppl) II• the 

Company lt prewnc are discur.~d btlow 

The FCC has csiabhshed daffercnt lelfeh nl rcj/ul.tllnn '"' tlunun.1nl .an•l nu 1 dumman1 'anoet\ 01 dumc,t•~ 
common catrier 6tl.!tv1Cc provldtr~. only CiTE .md tlw !{HI K ·, _.,, .• 1.1\\lltC'ti ,,, Jonun.anl <.&mel', .wd all tllher 

providcn of domestic common C.:~~T~cr 'erv&~t''· Hlllt~.!mr. lht' l ·.,np.un .. u(', l.t· \!fled a' """·d1munant "'"'C'h 

The 1996 Act provuSes the FCC wuh thC' aurhunl) '" lurcll\'.JI lrom 11111'"""8 ""' tC'.!-'ulat~c•n' 11 tiC'etn' 
unneccnary. including requmn1 non·domrnant o.:amcr' co hie laulh On Smcmber I. 1~6. m "' lir-..t m::~Jor 
cxctcise of l't'IUiatory forbearanct authHnty )!tamed h) thC' ICJ'Ifl Ad. the FCC t\\uel.l an mdet dctatJffin~ 
domestic lnlcrcoJtcbanae K'tvn·c!l The unlC't l<'ljllllt'' rro.uhl.ll<•r\ ·ki.UIIIont: .&n,t )ll'e' ~·arne!\ \Uth .. , tCI Rifle 

lnOnlhS 10 WtfhdriiiW federal lanJf\ JOd IIIOH l11 1 ontl.to lll.tl u·!.tll"lhhll" V. 11h II\ tll\111111<"1\ fill\ <>hl<'l 

sub.equently was stayed by a fcdrral appeal\ umn o~ml 11 ' ' <.~n• IC'.sr .sl 1111' lillie '-'ht•lher I he dC't.u1lltn}! +>tticl 
will be impln~ented. 
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The 1996 M pe.t&Jy e.llpands Ulc FCC' 5 inrerconnecuon 1('4u.reme nr~ •m the I LE(' ' · The l99f! .4.c\ requ1rcs 

Ulc 1LEC1 10: (I) pro¥idc phyaical colloc;aaion, whi.ch alluw' curnparut\ \tKh a' ICI and nrher rnlerconnccton 10 
in1UIIJ and llftlillllln cbcir own netwotk lftlninltion equrpmrnt IR 11.1:< · , t'IIIJOtl offl.-e,, and vrnual mltt.::.uun 
only if n:quated or it ptaylkal collocllion ia demnn~lrated tu hr l<"t I 11m· ally mh· a \shlr. ( 11 1 unhundle conspontnh 
of Ulcir lonJ ~en ice ncsworb 10 lhll ocher provuler~ ul l"t:al \rr vt• r • ;til • • •1111~rrr for 11 wrder ranJe of Jrxal 
Jenices ~; (ii.l) allblish ''wholesak" races ((){ Lbelf ~fVI(C\ 10 prnmule re ta lc by CLECs and other 
compcLiron; (iv) e..ulilb number poftlbiliry. wtuch will allow a cus romcr lo rct:un rls c-a•sung phone number r! 
il swi..cha from Ulc n.EC 10 a competilivc loc&lacrvrce provsdcr; {vJ e~rahh~h d1 ahng paruy, 'A'hrch ensures thai 
(:UJiomen will noc ~ a q-.liry ctiff~ in dialin(! telephone number~ ur a\:c.:c~ mf! operacon or ernerse:~cy 
aetVic:a; and (vi) provide NJndiJaimiJWO.ry access to telephone pole, , duct\, cum.luib and nlhts·of.way In 
additiOft,lbe 1996 M requiresll..ECs to c:ompenutc compclltrt·e n m cC\ for traffu: ongmottc:d by the II .EC~ and 
tenninared on lhc competitive cacriers' nc:lworts. The FCC " ch:.rt.ted ..,. .• t.h c:~lahlr\hrng natrona! guidehnn to 
implement Ulc 1996 Ac:l. Tbc FCC issued iu lnterconnectiCin Ordrr o n t\ ugu't K. 1996. after whsch. sr~ '>C:paratc: 
mocions wac filed with &be EiJhth Cilcuit Coun o( Appcah m Sr l.uut' fur a ~ray of the: FCC'~ lntcrconnrcuon 
Order. On October 1.5, 1996. &be eoun stayed che pncrnt~ ant.l " m••'>l f.norctl nahon " rrci\'IMOn'> t:llnt;uneJ m the: 
lnltl't'Oftnec:lion Order wtlile lea¥inJ 1n place the' mliL'Iural a\ Jlt'•" ol tht' 111tlcr The f: r~hrh Crrcutl Cuun " 
e11pe~1Cd to renrJtr a dec:iaron h~ lunc JII'H 1111 thl' nwrrh " ' ,,,.. H 1 ·' '"'''" nmw• ll•m rulr' anJ rh•ll d~u,1un '' 
especced to be appeal~ 10 the Uniteu State~ Supremr I """ 

As pan of ilS pto<ompel.itive pohc1es. the 19'16 A..:r Ire ~·, the IHiCJC, lmm the •.u t.l t..: tal m dcr\ that 
prohibited cbei.r provision of 1nterLA T A sen· ice~ . Spec lite.: ally. thl' 1\c.:l pcnrnh ll 13( )('' Lo prm uie lun~ J l'>ranc.:c 
services CM£l5ide Ulcir lOCal service rc:g1ons rmmeL.hardy. anJ '"II pc:nml tht'lla '" pr•1vrde tn· rcgton rnterLAT A 
service upon dernorul111tinJ to che FCC and ~I.:Jit rc~ulaltln "1-!el\l:tc' rhat th~· ~ Jtave adhered ro rhe FCC'' 
mterconneccion reaul•tions. BeiiSouth m Geor~ta a.r1>1 ~11rth C.tTtllrna and ,\mented• Corporauun 
f " Amcriccch") rn Micht&an have il~ked lhttr rC\(l<.:o.: " H' "~''' "'~' ""''"!') .t)!<"nrt<'' ' " It' ll<''· rhctr applteatmn' 
and to ~ommend approval by Lbe FCC. l'M:~c KlU){ \ .uc C'IJ>l'd<·J '" Ilk tit~·" appl~<· ..rtt""' "'tlh the fTC !'I~ 
June 1997. The FCC is ellpeclcd to scrutimze the ' e ..rnd lururt· .tppho.:altllll' In cn,ure th.sl !I'll' tnrero.:nnnco.:hon 
~uitcments have~" me\. 

As a ~sui! of these proVISIOn) of the r 996 Act. thl' ( · ,mp . lll ~ h~, ' "" ~'II lh<' \ (Cp\ nl't.: e\\ ..tf~ Ill be .. Jl l"\ tJcr 
uf l01:al CJtchanac service s .:~nd ha§ pmrtlonc:d n~e l f a' .s lull ,c.: J\ ,, , •. mtc~r ;.u ed lch: c.:umrnunto.: al tun' '> C' r>to.: c ' 
provrdcr. ICI has oblOlincd local cen tfi t:ahun rn 13 , , .. ,,., ..r nol tht· [)" "'' ' o l Cnlumh1a ami ha, applt,·atJon' 
pendinJ for loCI I cenificauon rn 22 .. ddJIIon;~l !>I.Jte'> In Jdd tlto •n. thl' ('nmpo~n) h.s~ !>u..:c.:c " lull ) negou;~rcd 
tniC~rconneclloo apcemenu I hat mc:cl the rnlcrconnnttcrn pro ' "'"'" , .. ,,rarn•·u •n rhe l ':ol':ol6 A.·r "'rrh ' " ILEC!> 
AI Lbe same time. the 1996 Acr also make~ ~·ompcltlt\c ··nu~ ntntt: .tllradl\c tu J<U<K.' ' · othcr II.EC,, 
intetellchansc carrien and other compamc:s. otnd hkcly .,..,]( rn-rc.r'e the lc.-cl of o.: umpcllllon tltar rhe ( 'nm('.in) 
races. 

Thr 1996 Act al~ repeals the telecommuntcOI Iton,/o.:.Jhlc tdo·''''"n ~·ru,, . .,.,.. nc: r\h tp pmhr"-Hiun ~~>hKh 
sc:ncrally had prohibited ILECs rrom pto\'Ldrng lft · f('~IUI\ L ah k tdt' \1\11111 \Cf\ 1\1: 

The 1996 M's interconneccion rc:qu r n:menl~ ;rho .:~ pply 111 mrerc ... change ' amers and all other pro t·rder' of 
telecommunications wrvices. althouah the terms and c.:<mdllttJn\ lor tn terconnec ron provrded by the-s-e earner\ 
an ncM n!Julaled .11 stri~tly as rnten:onn«hon prov1ded hy thc IU:C'~ Tim may provtde the Company v.tlh thc 
abrhty to cc:c1ucc 11~ u>A~n ilt:t:e~\ co~l' by mrerl c Ullle,·rm•: olu ,., t h ,. 11 h nun II.: :C\. tlur may .:aho ,. ~u-.c 1 !'le 
Company to incur addiuonal admrnr~traflve and rc~ u I.Jh ,, ) r' J~<· • ..,,. , 111 t t't•l ~ '"!( "• tntcr, ••nm·, 1" '" ' ,.,, .,,. ' '' 

While: che l996 ACt n:dt.K:cS reaulauon to whJc.:h nun·dc>mmanl lc,.;al c"h:snge Catntf\ .vc \Ubjecr. tl .:aho 
r~duccs tl\c le11cl of rcl!uhuion that apphe• tn rhc II .F\\. and rnaea'e' thctr abthty to re\pond qu1ddy tn 
compcuuon from the <:ump•ny and mhct\ h•r "' ·""""' "' ·",, "''"'" .. "nh the I'~H· Ar r. •he I'("(· ha' pr<'Jl'"f'd 
co subject the ILECs to " streamlined" tanfl ft:~ul~l tU II , \\ l\1\ h !!Cl'.tlly oll\CicLII :\ lh r IIIII .. Ill v.hto h 1.11111- lh.ll 
change servic~ rates take crrcct, and eli ffii03 l e ~ lhl' IC4Urre ment I hal I u:r \ n btarn F<.'l' .aultlu n I .II " Ill I •<"I· ll r 
constructing new dome~Cic (acilitres The:~ acrum' "'' II all· •v. I I. EC' ~ tu rhan~e o.crv ~c.:e rare• mo rc "l utd.l ~ or. 
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respon~ to competition. lbe FCC inilialed a f1""-·eedliiJo: uul)nt'rnhcr .H. 1996 th:ll ao.ll.lrcS\C\ the~e 1\\UC\ and 
is e~pecced to iaue an ordef on 1hcse iss\les in May 1~7 Stnul;uly. thC' l·C(' ha\ tntllatN a procecdtng to rC',.Ie~o~~ 
iu price cap Nles t"-t mAY permil significant new pm·m~ OeJuhillly to lf.E\~ To the utcnt that such mcrc.ucd 
priciftJ ftel.ibility is provided, the Company·, ahlltty to ~·umrctl' ~•lh ILEC' for cen"n \Cf'\'l('el. m.1y be 
adversely affeccod. 

1"'he t996 Ac;t direas the FCC. in coopcramm "llh ~c.lle rq!ulator\, hl c~tabh~oh a Unt\'e(\31 Sen·tce Fund 
that will provide subsidies co camen that provull' ~er,n\:' .,, unJcr·wr\'c-d mdnmJuals 3n...l high coM area~. lbesc 
proceedinas. •htch must be concluded tn May I',.H, ma) rl"~lllll' the- Company to c~tntnbute to the- Unt,~n.ll 

Service Fund. but may alto allow the- Cnmpauy tu H"' c-t '~' I'·•YIIll"nl\ lr• orn lhC' hnul1f 11 1\ drc-mcd chllthlc 'the 
Company &110 may provuSe 14:rvu:c to under 'en ell , U\tumer' w la·u u! lllaktng l'mver~>ill Scn'lC'C' t:unu 
payments. lbe net revenue effect of lhco~e regulaH•lm 'on thl' I 'nmp;m> ';ll!ntJt be' <.ktcmuncd otllhl\ hmc 

In an ordet released on Ocaobc'r Ul, 1~95, tht· l·n · a .. uud 1h.lllht' 11,111\JIUrt ut lramt• rl'lil) \Cf\tCl' 'huuld he 

classtficd u a "bu~e" wrvice. f'rcvruu,ly. n ~.""'"""""I'"'' 11o •• r111fw m.Ju,uy '"r m.tn>· , .. mer' tu '""'1olt1 
frame relay •n "enhanced" scrvrce. nw. dC"l'I'I.IOil 'A,I\ \lflllh\.1111 lot•, .ttl\(' lh(' I·CC rl'~uue~ lh.st b.nr• \Cf\ II,('\ 
be t;mffcd. bu.t permits enltanced 11ervtcc' .. , ll,· ,,lkH·•l "" ·'" "" 1.11111 h."l' "' arc,uh of tht> r:cc·, dl.",l\l•>n. 
all c.:.mns that provide Cr.ame rcl;ay cran~rnrt \H'rt• rl'olu•~<·,l '" m, hhk tilt• "'" o.:(' 1n thl'u federal 1.mlh h~ :\to~~ 
6. 1996. 1"'he Company hu indudtd 11\ framt' rd.t~ ''''""' 111 '" 1(-,h:r.ll la•ttl The "ha,l( .. o~nd "cnhJn~·cd' 
rermmology used by (he FCC I\ a regulatof)o lt·nn ••I .tr! .~,.,.,., 1111' Ill<' l l.t"lh( at hill nr '"" 1(('\ fur lanffln!l' 
purposes This rcgul:uory usc of the tt•nn '""ul.t nul ht· , • •rtlu·-···1 "11h rtw ( ·"lllfMJI)' ·' tlt>,o:npuon ut " , IJ" nl 

scn·tcl'~·fr.ame rel.:.y. A TM and Internet 'e" I• ('' ·'' t·nh.sr., ,.,,. · d· , .... tu·r•· 1u '"'' du • .:un:t'nt 

Stnu R~Bttlotion. To lhc- c"tent I hat lttl' ( ".rmp.om pr••' .. ,,., 11111 .J\I,tlt' 't'n. lo:l'. 11 " 'uh;l'~'l I<> thl' JUn\dKitnn 
of (he relevant state public ~rvice comnll"'"m ·nit' ( ·, otnp.u•~ • uo H'uth I'" I\ rdc' ,.,1111.' •ntra\loltc ,en.Kc' 1n ~tt 
~late:s and is subject to re1ulation by thr ruhlll· 'c" on· , onwu "'"n' "' thmt' \talc\ lhl' Ct•mpan~ " <'Unentl~ 
cenific:..ted (or cenrficauon t<. not rcqu11ed 1 Ill ~I ,t.lll'' .111.1 rlw I'' ,,n, t ••I < ···lumhtJ '" r,.,, 1dl· toll 'en 1.:l'' and 
is currently secltin, ccntficauon m the moe u~m.IHUnt ,l.otn llw ( ·.unl'·'"~ " •cn•h~·J a' .1 ( 'l.n · m I' ,tate' 
and the Dtstrict of Columbta and '' o:uncncl) wd,Jnf ( ·1 H , <'rtth. ·'''"" 111 :: .IJdtttnn,tl ,, .. ,,., ·t hi.' I ·,mr.mJ. 1' 
constantly e\·aluattn~ the cnnt(h.·Cnl\ c t:'ll\ lr<~nuo,·nt .tn-1 '''·" ,,·d. '' · luo !l,.·r ,. ~~· •ntl tl\ "'"·'''·"'' , <'rttll, .• :.. •n' In I• • 

al.ldtltnnaiJun~to:llun\ 

Thc 1996 Act preempt\ \late \t4UUtC'' and rl.'~ulahooll' lh.tl '"''"" ttu: 1''"''''''11 ul •••IIIIM.'IIII\t:' /'"'"' wr"'"' 
As a Jcsult of this ~weeping ll'fl!>l;mon. the Cuml'·'"} "1 II lot- IH'<' r. • pro \Ide thl' lull r o~n~c 11! &nlra\l.lll' ''"-.II ;snd 
long distance st't'\'iCC'S in 31/ ~l:liC''IIO wh11.'h tl llllll'l\11\ •'1'<'1,111'' .. 11111 '''' \l.tll'' IIIIo "'l11d111 lila) 1."\(lJIId Wtuf<' 

rtns .osclton greatly tnNea'>c~ the Ct~mp;m~ ·' ,,J,Irt·"·'""' , "''"m•·• h.l\l'. 11 ,11 , . 11" tt':l'«'' the.- o~mnunt ul 
compclillon to ~htch the Company ma~ oc 'uhlt::d 

Many of the state~ tn whu:h tht' CnntpJm ••pn ..... , h,oH' ·'"" •·n.t• 11·.1 lq:I\IJIIun nr ret;uiJttnll' th.tl ha.H' 
Jlt'nlllllrd, Of Will ptmttl. lnl'lll \C'I\IIt'l' '<~IIIJ11rhlooo/l lito· f't'llo ''' I "'1ll /<'•1•1111' mml ul I hi' \IJII'\ Ill llltlllol ~ thl'\t' 
policies to brina them tnlo conformtl)' ~ uh kd<·r ,,I ·.1., .. 1.,,,h I h1· 1 'Nfo ''' .thu authotlll'\ the 'tate• ,., o~dupc 
ik.Jdllional Jt'f.Ulatton~ tO the- C'Ut:nl lh.ll rl1n .too ""' , o•nll~o t '"lh kolo•t.t ,t,m.J.uoh lhl\ a,pc.'tl uf the /·C(''' 
uufr• ha\ htC'U .:tutUrUJlC"tt .... ,t •· .. ·•" .ufHlJ.~ , •.. ul.•••· ...... , . ·•ul h • ..... lt-.u ·' et ... ,.,., •. h .. " •h•· ··•·•t···. \\til ,,~'l't~n.l 

tu the new frdc:r;sllell~latmn . .1111.1 ~h.ll o~o..h.hloo•ll ol r··••u/.o!"'"' lht·, m.n ... 1 .. 111 

Whilc the 1996 Act'~ prohtbtllon .,, \1.11(' b.1rm·r, ''' "'llli>Cioll\l' nil') .... ,~ dfl'\.'1 nn 1-coru.tf)o II. lt)<lt.. thl'rt" 
h0111c heeo numerouJ pt~Xcdural ~lay' "htdl mu'' .,,,. tl''<•hnl l>dnrc chc l9'1f• A(t·, l'"h'·'e' .1rc lull~ 

tmplc:mcnttd. The Company C'Ontmucs to WJl(l<Ht d lun' Jl lh<.' \I ..Ill' ~"' cmmcnt lr•d tu l'n,••ut.t!!<' utnljl('totu>n 
tn lhC'tf m:ukets under 1M fecStral Ia~~> and ttlllCrnul ICJ•, .mJ Cll·.c, tn opct.ttr <Ill thr \J.III(' t>a"' .tnd "'tlh thl' 
same nghts u thc ILEC,. In addtllon, the Cnmp.tll\ tl.l\ hc.·<"n \11\.'~l'\\ful tn II\ pur\ull or h.:o~l C('rtlhl.'aiC'\ fmm 
!oiOit(' C'c-nmiJSIOOS and ncsouatl'J tniC'H lllllll'l hoto ·•I': l'('flll'nl\ ~ llh lhC' II.FC '· wh~o:h rcrmlt lht' Culllf'JO) ,., 

meet~~~ bustncs~ ob.JC.'CU\'t'\ dc~rnc lhc un,l"n.un ~t·~·ul..tt••t\ , ... ,u.omnc-111 



•. 

In moll sCitn. che Complfty IS requtrcd ttl file taulh 'f"ltu•~ lurth the- l«""nm (tlndtuun' .:md pnc:e\ (0 , 

~eJVkc& &hal m ctulified u int~aMate fltx111, tnll and cnhann•<lt Mmt 't;tl«""\ U'41UHC thc Cmnpany to lal tht' 
11ti"ICCI pt0¥1ded &ftd CM 1prcdk flfC' hlf r11d1 \1"1\lt,. lln•lrr ehllrwul loottm ••f I«"KUiaiU!y ftcuhrh<y. thr 
Company miJY be allowed to let pnc:c range:~ fm \flll:"llll\ '{'I\' I< n ·"''' Ill \111111" I ol\1''. ,., .. f"\ IIIII)' hr '«'' ltfl 1111 

indivic1waJ c:UJtomer buis. Tbe Comptny u nol iUbJeC:t t<~ pra:c ~ap "' tot!~: uf ll"t4m r..-gulatwn m my ~talc en 
which it is cumntly c:ettificated to provux ltxal uchangc- 'c-rv•~·c-

As the Company eJtptnds its optr.ttions into other \tal(''· 11 111.1~ ~' "111'-" ,ubJf"\'1 to the JUn,Jt..:ll•m of thc-u 
respective public- urvice commissions for ccn;un !.t'l'\'I<:C'\ ulf<'n:•l to~ J("f lltt• ( "umpany doc' n<ll heltc-vt" tbat '" 
relationship with Latin Amrrica.n «other 1ntemauonal 't"l\ 1,., ptmhlt•r- ,·urTcnlly \UhJC'.:t' 11 '"lor wtll \UI1JCCI 

it to) tquhnion outside the United States. 

Loco/ Go''ll'nuJU'Itl A.lltlrori;:JJticms. 1"hc: Compan:. lila) tx· r~tjmr,·d '" oht,un twm muns.::tpal authllnllf"\ 
street opening and constNcUon pcmuh 10 tn~tall and <"'lp.m.t sl\ llho•r "I''" lit' I\""'~' 111 (C'nasn \'IIIC\ In \HIIIC" 
t:ities, ltxal partnen or subconnactou may alrC'ady 1'"''..-'' tht· '''•1111"''" ·llltl ... n,.IH"n' '" .,,n,lrul·t "' c'{l.lth.i 
the Company's net,vorks 

!n aome ul the .111rc11~ where' the- ( 'umr•;lll)' I""' 1dn "''"' •· 11 "'·'·· h·· ·uhJt"•l tu mnn~t 111;11 lr.m• luw 
fCQUtrcmenl!. and may be rc:qutted IO pa)' lu:c:ll~(" llf lf.lfl< lw.•· l<'c·. lt,o·.•·•l "" ·' 1"'1• ,.,,; ttf rro\\ 11"\I"IIUC' J Jo<"lf" ·II<" 

no asswances ttutt cen&.in muntctp;tullc' that dn nut , urr~rll\\ lllii'"W ll"t"' ~Ill nur -.cc:.._ "' unpc"c lei:\ 111 the 
future. nor i~ there any assurance thac. follo'llltnl! dtl' t.'~JIIIolh"n ,,, ,.,1\llll~ 11.111. lu''''· k..-, "'11 tl"m.un ;u thcu 
CUITent levels. In many markets. other .::ompantc' P'"' 11Im.: 1 ...... 1 t<·k, '•ululunr, .1111•n' ,._.,, 1, ..:'. p.1nu:ul.ul~ lh.: 

JLECs. cumntly art excused from paymg hcC'n\c ur lr.m< hht' ,,.~, • •r I'·" t.- _., th.sr .uc m.st<'n..tll) '""C'r than 
those requ~red to be ptrd by the- Comp:any Tisc I'Nto ,\, 1 rnjUHt"' mun .. •1'·•~111<"' '" , h.u f!C' n••nd\,l."nmm..st<•~ 
(c:cs m aU telccommuntc.atJon) pro~ufet\. hu1 11 " un<t"ll.un • ~ qu .. ~.h tlu' rt'tluHt·nwnt "11l t~~r unplemc-mcd 
by panic:ular munic:ipahue' '" wh1ch the Co>ntp.sm "lot"t.tlt"' • ·• f'l.l'" "• .• , ... ,,,,,. "' "hnht•r 11 ~A. Jill"' nnpkm(nh:d 
wuhout a lefal challen1e tn1t1ated by the (\unp.tll\ "' .tn .. rhn II I' "l c U f 

((an~ of che Company·~ c:J.tshng nC't"urJ. aJ(fC'("I\It"nt- ,.,.,,. 1<"1111111.11•··1 I'""' '" Ch<'u '''I'" .st1on •l.nt: ..lthllh•· 
Company was forced to temov(' It!. nbcr opll..: ~·attiC'' ""II\ tlw ,frt•~·h .. , .lh.Hhlo•ll lh IIC"II.Iolll~ Ill jlloll\". ("\('II l.lotlh 

compcnS3110h. iUCh ((tnllnatton COuld h<l\C a OI:JICIIoll .hiH"I\~ dh"d ••fl lh1• ( 'nmp.IO\ 

The Company aho mu't obt;.un h..:C'!I'l"' ho .tl!.h h l.o. ''d···. · ... ulolol\ I'' ·k. 111 ""kr If• l•u1l•l .11ul '''1'·1!1.1 
factlittes. Because uuhue~ that arC' m"'nt'd h) '""IX''·''"'"' .. , IIUtlll. rp.ohlll"\ olh" ""' •Uh\4:"< I I•> kJ<'I..ll J'-•k 
attachment rerulation. there ·~ n\) a~~utall\."(' that lhC' ( ·.,1111'-111\ \\Ill ,,. .. ot>k '" ''"'·"" I"''{(' ...;lladnnc-nt '"'"I lhC'•C" 
ucihtier. at reasonable rate~. rerms and •••nd111nn' 

Agrft!Mnt.s 

llltt'rconnf'Cllort Co-carrtf'r Alrf't'ntt:'IIJ TI1c Cuml'·lll~ !1.1' ""· ~1111\ rnl<"f<'J Hll•• lnCct..:••nn~·-:ttun .,,.,.l!TI\!1 

agreements w1th Bei!South. NYNEX. SBC. Gl f:. Spnnr .Jthl B· il .-\tl."''" .. md 1' 1n thC' Jlr•>..:f"'' uf nC'~tlttatmg a 
Similar agreement with Amcntech ~ch of lhC'\(' oi!!C~l'lll<"llh ollll• •Ill' . •lhC< lOIII.!!'· pt<l\ IJr. fm mutu..sl .mJ 
n:ctprocal compcCis.alion. loc;.al mten:onn<'CIIon. IC'\Jk ••I I· • .ol ,., • h.ll.f<" ''""I< C'\ . ..~,·,·c" t" unhundlcll nf"t""'~ 
elements, service provider number pon.:~obtltty o~nd a,,._.,,'" •'I""'·''"' 'f"'''•t: J11nl"lj \C"I\I~C' Jth.l 'Ill \Cf\lt'f". 
:ss ptovided ror in che 1996 Act. The agret'menh /unh.·r P'"' ;.k lh~l .JJJII•· >11.11 ICrtO\ .ln.! ··omJIII<lll\ "Ill ~ \I: I 
by ne&otilllion between the patttc:s relattng to '"''uc' "h'' h "'"c chat ~("I(" n"t nr•tttn:dly .:ontemplaced h) •h: 
agreemenu. TheK aJrcemcnts wtre eleculed ~1Chm lh<' P·''' H.tr .mJ h.l'<" tC'm \ ran11m8 fwm •~., cu thrC'C' 
ye~s. 

N~ra·orlt. Agr~lmtttt:J. Tbe Company hoa\ hu1h II\ •lt\~11.11 11'-<·f "I''" 11r1" "'"' pur,uo~nl tu '.mnu• n~ht- ••I 
way. conduit and dark tiber leaKs. uiJhly pole alla.::hm~·nr <~.!!H'cmrnt' ..1nd pur\."ha'e atTanKc-mc-nc~ h:nlle.::mcl~ 
the ··Network Aareemenu"") Subttanttally all ot thC' ~C''"'"'~ ,\gtC'f"mrrm lothc:r than uhhty pol-: ..sua.:hment 
3En:«:mtnts. wh1ch typic.JIIy can be termmi.lted "" ·~• "·'~' u••II,C'I .sri:" lot .J lnnl(·teml JnJ mduo.Jc- rC'nC'"'al 
OptiOfU. 

Although none of 1hc Networlt Agreement\ .JI(" I:"'' I"'"'" I'·•· c·""'l'·'t" hdlf"\('\ •hat u1111.lutt 'po~.:f". lt~r 
availability and ocher pt\ysical conscr.:unt~ ma.._C' 11 unhkC'h th.ol !ht" lr""'' undcf th<' 'anou' ~ct"u1!.. 
Agreements could eastly make smular anan;!C'IIIrnt' .1\ .u 1 .• ~>1•· to> utht·" l'hr <"•llltp.ln\ ~Itt"\ C'' th.ll ''' 

'I 



.· . 
relariOftlhips wi.._ iU leuon are satisfactory Cct1~1n ol rhc :-.;c'""'" t\i!rccmenh tC'~Uire ICI to m.Uc re\c:tluc 
sbrina paymas&a Or. in some case~. to provtdc a hllco..l pm c altt'matJVC' or d.:uk tiber co t~ lcnoc wnhout an 
lldditiex~al cbarJe. ffl addirion, the Company h;l\ ,·:.nuu .. odtcr JIC'rhumance obligations under ~~ NetwOfk 
Aareemenu. the bte~eh o( which could rc\ult m rhc h.·nmnall~>n uf ~u~·h a~rC"Cment!. Fun~r. acuon~ by 
ao~temmen&al reaulltory bodies could. in cenatn 10!\lan(C\. aho re,ull '" lbe remunauon of cetl.'lin Netwmk 
Aareemenu. 1lle cancellation o( any of the mottcnal :'\'l'r-...oorl< ,\._-rccmrnl' wuhl miltenally ad\'tn.tly 01ffee1 rhe 
Company's business in the af(cc:ted metmpolllan arC' .I Sf'r · "R•··~ f .s<l• •r' R1\k ul C .:sncc:llauoo ur Non-Renewal 
o( Netwod: AJfftmtntJ, Licenw!. and Pennu' · · 

lllt~rucltrutl~ Artrll',.,nts. lCJ. from umc tu hmr. cnc~·" 1111n puH·ha\e agreement\ w•th mternch.ana<' 
catriets ror the uanspon and/or lemunacmn uf IHII~ •li'IJII• (' '.til'> UllhiJC" uf II\ IC"ITitury Ttle~(' contract\ iiiC 

typically cwo yem in dwahon IUid culot<>maui> m• lt11k numun1m p111• ho~ .. c amount' 

UniSPAN(C). In order to pro\·h.Je end·h• c1hi "'"IH'dtl ~~~ .m.l emcruprratlllll} thruu~hout the L'nued 
Stales to its enhanced data wrvice\ cu~tomo:-r\, ICI enlt'tf'd 'nr ... 1 It .un,· r.·l.~.,. 'C'~" t.:C' al!reemC'nt ttht' "l'n•SPA:-.; 
Asreemcm .. ) in September 199~ wnh EMf f\lnn· .1\'tUH<'•l h\ WI!. I' . ._ -..:('r. In'. lntcl!ratt'd ;o..;et'll>urk Scf\tce<.. 
[nc. and MRC Telcc:ommumcahon\. ln.: In <i<'('h'tllht·r I.,.,... I dnlll'th.t rIll(" I n.ttllmal. Inc . an ontt'm311110.!I 
tclccommunicalions comp;&ny. hc:camc a 1'1-111} '" lh(' I tu\1' \' ·\1·rn·•"'''" l'ur,uanl 1<1 the l'tuSJ•A:-.; 
AJreement, each of the- pa.rtu:s <~greed to 111 rrm1<k lt.lll><· n·Ln ''''"'r' "" ''' , ... ,,.h,r~' I<> ead1 .. ! the nthcr 
panics. subject to a\'adable c:ap.xny .and .t~recnwnt ·" '" , ,·n.un 1t·nn' "" ~uJm~ pni."C' and a~·ce" h• la··•hhr'. 
and (ii) UW reasonable cfrOMS 10 UtlhTe lhC' 'C'f\1• ~·., nl Ill<' >'lhn p.ltlll'' Ill lht" \'\\'Ill th.al \lldl f"'.S11 y IC'~UUC'\ 
frame relay 5C'T'Iices m a gtographu: itl<.'allnn ttt)t "'"<'oil•, ''' """ 111'1··•· •h lht· l'111\f'A~ A~rt'ctnent ha' an 
initiallhtcc yt.:U term Wllh SUCCC'\)1\'e nne yt•ar rt•nt'\Oo .ell>\' .,j 11111d h'lllllll.ICC'.I h) .llll.l)tlnl} \tllt' .,!the llilnte~ 
However . .any pany may withdraw hom thc .l)!ft'('lllt'llt ·'' ••I lht• t'\l'!l.tll"tl ,,, ·'"~ lt'llll 1•\· ~1\10)! fl() .tay\ rn•lt 
written notice t~reof. Throutthout the IC'rm ·•I lh(' l'mSI'AS .,,.,,., ... ,nil au<l l"r unc ~<'JJ tht'rulter. or fur a 

prnod of one year after the wuhdrilwal ul ·'"' J>al1~. """~· ••I tlo\· ;•.1111e:' ma\· , .. 11~·11 prn\'''"" ol !rJtne rcla~ 
scrv1ce1> to c:ustorner~ whtc-h ~ere hrought m h• lht· I· ru \I'·\:--.;<~ . I'','!'' .1111 h~ .llu•tht•r I'"''} "' lor "h1d1 frame 
relay scrv1cc~ were rcoqueMed by anuther p.sn~· 

Employfft 

A~ .,f December 31. I'Nh. ICI c:mrloycd a h•t.JI ••I ~-.; lull•"'"' ,·•··:•1""'''' "lit<' ('"ntl'·'"> o~nt"tllJtc-' chat 
the number of employees ,.111 mcr('J\t' "~IIIIi• ;entl~ rlu. •u;:h· •ut 1 '~'~ • I Ill· (', •mran\ hd1c,.t', th.11 11\ future 
success will depend in larre pan on "' (tmunuc<l .ohthl\ r.o •• ur .... r .on.! 1c:tam lutthly ,l..tllco..l ano..l quahh<'d 
per!.Onnel. lCI has nond1~lo~ure a~rt't'ment\ ~o. uh .til , ,, '" ,·:u,•l·" n·, nu· • 'ompany :~I"' rc:~ularl:> u'e' tht' 
~f'\'tces of contracr techmctans for thc lh'>tallahun and nt.llnt.-n.llo.t• · •I II• nc.-tu. orb :-.;unc ol H T' c.-mrluyC'e' '' 
represented by a collectt\le bargaimng apcement lCI l~<'h<'. ,.. .. r!1.11 1" ,,.l .. uon' IHth 11' <'lllJll"~ et'' ar,· ,,wud 

Risk Facl<~rs 

Limut'd Optratrons tJ/ C4'rtfltfl St'n·uo. Jlutt•n ••I .•>,·r /J'""' l"hC' l'ounpJn ·, OU\IOC'~\ l."ommc:nced m 
1987. Subst.anually all of l~ Company·~ fC'\'t'nUC''> ate: J<."tl H·o..l lrurn J,"' .tl C'\(han.:e \t'f\1< c-~. enhanced d;U;a 
services, lonJ disrance wrvrces. tntcaratron scrvrcc\ and .. en.un '"' .JI ncr"or~ \CI"I<'·'' Many uf the~<' •ef"~ee~ 
h~ve only recently been inui&red or thru J\lallabtht~ unl) rC',c.-nth <''I'·'"''' .tu, nc.-" m. r1C't Jlt'.1~ The: CtlmpJn) 
is .:xpeccinJ co substantially inctealtoC the '~>ll<' of 11' nJlC'r.ellnn' "' tltt· ru'JJ luturc (i,,rn the.- ( 'nmrany·\ hrmtC'd 
operatina history. there 1s no auur;anc;C' that 11 1111111 tiC' Jhk ,., "•mJ~t·tc 'u~ o:r"full} 111 thc tdecumm .ru(;llron .. 
bu~>IDe$S. 

The development oft~ Company·~. bU\Inc\\ Jnd the t'\pan-•••11 .. 1 '" rl(''" ,,,~,., l<'•l""c "f'Hh.-ant ,·aJIIIal. 
opetahonaland administt:~tivc Cllpcndlturc,. a 'uthtan11.rl P"IH"" ,,, "h'"' .u•· , .. ,unc-o.l hc.·t··rt· tlu: <C'Jhlallun "' 
rrvcnues. These c:apttal C'J.ptndtt~o~rc~o will tt'~UII m "~')!.JII\ C' , ,~,h ·""' unctl .111 .11kquJh' 'u'lt>lll<'t ha'C' " 
cMablishtd Althouah iu rC'venues have tncrC':I~C'd 111 <.".Jd\ ,,, th•· l.o<l '""''' '<'.II' ICI hJ' "'"'"C'd 'l~n•hl.".ml 
encrcascl> 1n expenses assoctaced wuh the tn\tallattuo ul Ju, .el!lootlj! .~,, .. .,,. r ' •• ,, ,. '"or, tiC'' .u~ol C' '1'·111'1"" nl ''' 
fiber optiC netwuriU. ~I'VII:C~ and CU\tnTriC'l h.t't' !( ·1 tt'l"'lh'olll•'l J,.,._,., · •I •l'l'''"""·"d\ \I I 1111ll1<•n (.'II • 



m.illioft and SS7.Z..miltion (or rhe ye.v\ ended I>co.:<"mll('r ll. 1<~'1-'. IINS and 19%, &eipeo.:Uv«-1) '!hr ( .,11,1..,ny 
anticipates havina• aipitic:ant net lou m ~~~7 that I\ eAJl('O:tr,t h• ht \uh\lanludly ltt'ater than the loJ.s 1n 19% 
and expa:u net Joucs lO C<W'Ilinue for thr nr\1 '«"' «"1.ll \«"<~I' In ;t<fdttwn. the Company eapec:t:. to ha\·e neg alive 
EBrrDA in 1997 1lleft can ht '"' '""lf,tmr thai I< 'f will adau'\C' or 'u~latn pmfitahthty or pmmvc f:BITDA tn 
the future. 

Si11ti.fjt::GN CAJpjMI R~quirrmf'flt!l a"J !\rrd f•'' .-4.1./wona/ F'"'"'n"K E•ranMnn of ttl<- Cump;my'\ 
ui5Cina necworb and IG'\'ic:es and the dc-vclnrmcnl ~>f nc\4 nrt~~> • •r~~ and "'«'rvt.:c~ requuc M,nlfc.:ant o.:apttal 
c~pendicu.ra. ICI e1pecU IO fund ils O.:il(lllal rrttuuruu·t~r, thruu.:,h c '~'ling rc~'uuro.:c\. Jllllll venture~. debt Of 

equity fiDUC:iftJ, and iiJiaTWJy leMtalcd fulld\ ·niC' ( 'ulhfl..lll) e\Jl('d~ th;U to O.:unttnlolt' to Cl(land ItS hU~IOC'\ 
will n:quift ~ wbetantiaJ additional e~ull) .. md:"r .tchc •.Jpll.d .1!1er 1~8 The C<JI'IIpan)"'!> uuhl.&nt.hni dcht 
inwumenu do OOC pe.nnit the incum:nce nl ;1n ;aru••unt "t Hldct>te.tnr" \UHu:ttl\1 tu fund 1U antu:tpatt'd future 
capir.:al n:quiNtnmU. Accon:bngly. the Cnmp.an>· ~tllnrrol '" "hl.un "a1~er' m cun\ents ftom ns dtbtholden. or 
naise equity apiW. There can be nu li\~UtJn,e. hu"e•e1. th..tl It 'I "'II 1"1(' '"''l.'t'~>sfulm ramng sultictcnt debt or 
equity ctpiW on ICnns lhal It wdl con~1dcr .Kcepu.hlt- In .hl,lll~<•n. rhe Cnmrany·~ (utuft' ~.'ap1tal rrqunemenh 
will depend upon a number of faCIOr\. cndutlhli! m.Jrl..·unr <'\fl('O\<''· \I.JIIIng leHh and CU\tnmrr ~wwth ... , 
well as olher f.cton lhlal arc nO( wntun the Cnmp.m~ ·' • • •n1111l 'ud1 ... , < ntiiJl('hll\ c- , undtllt•n,. ~·" <.'mmrnc 
n::Julauon and <:apiUII C051!. Fa&lurt' to !!t'nerate 'uth, trnc lu111h ru..1\ l<'"•l'llle WI todd<~: ur Jl>;mdoon "'me o! ,,, 

fon:ign expan.siOC'I. or elpendituft', whtch "nulol h .. t\r ·' m.oh'''·'' .~<h•·,,,. rlted ••n 11' ~~''"lh .md 11' .ah1ltl} "' 
compete in the telerom.muniutlOn~o mdu\11')' 

upo"sion Rist The Company ,, CliJk'fll'll\ lhJ! ·' J'<'l I• .. , I,, f .<pul •. \ p.ll\\loln "ht<'h fli,IJI.I~emcnt 1.'\Jll!l.'h 

will increase in the neat (uhlft'. Thu. ttrov.(h hJ.\ m,r<.'.t,e.l · ,,. •'Jk·r.ttm.-: ,.,mplc\11) nl dt<.' (-.unp.m) J' "t'll a' 
the level of responsibility for both t'lll~>tmg and no.: v. nl.IIIJ.)!t"lll<'lll 1"-'''"m~t·l "Tl1e <"••mp.m~ ·' at-.1111~ h> manaazr 
its Cllpansion effeaively wdl rt'quut' 11 h> ,·,utttnu\" h• unplcrm·nt .uhl amp~ol\e n' ''JlCtattonal o~nd flnan.:sal 
systems and to elp&nd. Crain .:and m.:anagt' '" cmpl·•~,.,. h,,,,. I k t • .. uw.•m ' tiiJhthl) '" cllc\.'11\C'I~ m..1r1.1~e 11\ 

t'xpansion could have .:a maten;sl advcr...: dlt,·t un 1h h1NIIC" 

A poniOC'I. of lhe Company's cllpJn'>ltln nl.t\ .... "' rlo•··••l'h .• , •1"''11'""' .!' Jn .th<·mattH' I•• Juc(t 
investments in the aucu requltt'd .. , un1•lenu:m th<' <"'!'·"'''' •n -..;,. ·'""' .m, e .- .w he.· pH·n thai \IUC,thlt 
acqutsilions can be tdc-nufied. tinanct'!.l and .:t~mpklcd ••n ·'""'''I.Jhk term' ''' lhat thr Co•lllpan~ ·, luturt 
acquiSitiOns. tf any. will be suc:ce~o~ful m "til nnt unp.111 tht• ( ···rnp.u" ·, .1hdtt~ .,, \Cf\ ",. al\ uv"1..1nJm~ 
oblisations. 

Ri1k.s of /mpltwwntlZtion: Ntf'd tu OlttcJm l'rnm11 .m.l l<• . .:.ilt• •'f \\.11 llu: Cvmpan~ '' .mlhnu•n~: ht 

e.xp&nd ils existing networks. The: Comp.llt)· ha~ u.irnuhrd • •thrr np.ou,u>n "I'Pmtumue~o 111 1hr ca\Cem half nl 

the United States .:and is c:umntly t'Xtt'ndmg 1hr rra.l.'h ••f '"net""'~''" J•ur,ur "''h urpc•numuc' Th •• , •• , o~nl~o.· 

no auurln(e chat the Company will be able co tlpand '" C:\1\ltn.: "''"'"'~' .. , ... n,llud "' J"l"'"' "''" nc-1\\(''~' 
as currendy pJ:oftNd on a timely basis. The t'lp:&n,tnn "I rhl'" t ·.,,111'·"'\ ·,,.,"!In~ net"m\o' Jnd II\ ~c>n,rru.-uun 
or acquisitiOft of new networks w'U ~ dl'(lC'ndenc . .1rm•ng oth•·• rlwat!'· ·•n "' .1hlltty tu acq·Jtrt nght'>·tlf·"a~ .111d 
any required penniu OC'I. satisfactory terms ..1nd cond11tOn~ and un ''' al>!ltl~ 1<• hnanl.'c \uCh npan\hm . ..1.:4ut\H10n 
and consttucbOC'I.. In addition. the Company may re~uue p<•k ana..:hment o~.=rrrmrnt' "'lh u•tltlt<'' .1nJ ll.t=c, M 

operate clliscinJ and fulun! networks. and thrrt' c.;~n ~ nn ... ,,ur .u1, e th.u ,u, h ··~···cmrrll'• "til l>c" •• hr.uued ur 
obcainable on reuonabk terms. These factor\ and othr1' t"oulol ... Jq·r,.-h .oll<'d rhr <"'pJn"'"' ul the Cumpaot) ·, 
customer base Oft its CliMinl nccwortt~ and ~:urnmen~·rmenc ••I ••Jl('l .111""' "" nr" nrtwm!l' It thr Curnpany " 
fi(M able to t'xp.tnd. IICQUiR' or c:onslnlt.:t ~~~ nrc~o~<orks tn Jt .-nrdance "111"1 '" piJn'>. the gm\4lh ••f 11\ hu,mr" 
would be m:ucnally ad~teMly affected. 

Com~titi()ll. In each of us matkt'ls. the Cmnp;an~ r .• ,e, "1-!fllh.-.wr • "'llll('llll<tll 1111 rhr lo,.;o~l nee"'''" 
services. 1ncludin1 local exchange K'rvtct's. 1\ otter\ frum ll.FC,. "htl·h ,·11nrntl> dun.m;alr lhr1r h,.;al 
telecommumcai~s markets. ILECs hilve lon!l·'>tandm!l rti.JII"n'h'P' "tth rh,·u , "'"'"'e'' "ludt • d.tttnn'h'P' 



.· 
may t.:tei!Ce compeliUV4: bamcrs.. f'utthc:"rmor.:. ILEC!> m;ay h;avc lhc: pu«cnhal to sub~idiu compeutJvc: ~c:rv1c4: 
from monopoly tervu::e ~venues. In add111on. a ~ontanutng ucnd towatd busaness combinationf. and alliances in 
the t.c~ecom~~Wr~icariom industry may ~rc:01te sa.:mtic;ant nc~o~~.· c:ompc:rnors to chc: Company. The Company also 
ftce~ competition in most markets 10 wh1ch at upcr.ttc~ lrum one or more JCPs and CLECs opetaung tiber opt1c 
netwotb. Ia addition. the Company f.:u:c~ ,,,rupctrtsun tn ·~ network ~ystems antt'arataon bu~anc:\~ hum 
equipment manufactu~rs. the RBOC~ and nthet ILE<\. ltmg dt\lan<.'t t::uner~ and s.y1trm~ mtt>Jrator\. and an us 
enhaDcc dala aertices bussneu. from lt~al trlrphu11c:o , umJ,MUC\, lonl( dt!.W\C.:t' ramers. very small apenute 
terminal ("VSAT") p~ovtdcc!. and udK"t~ M.lll} ul tht· ('ompany·!. ntsung and potential compc:utocs have 
finatW:ial. periOOnel and other cc:~'lUI\'t'~ ''tzmlu.:;antly gscah:r than tho~ of t.he Company. 

1'he Company believes t.hal \'anuu~ lc:.:a,.latm.· mlltJII\',.,, 1m hu.lmg the rcc.:cntly cnactt>d !996 Act. have 
removed remainina JeaisJatJvt' hotmr" tn h01. al (' 'dt.sn~t· u•mpctncon Nevt>ttheless. in hght of t.hc passage of 
the: 1996 Ac:t. t'Ciullll.lfi art' al~1> lrkdy to pruvtdc ILE(', "-llh an~:rused pricmg Rutbthty as compc:tmon 
U'ICR&MI. If Jt.ECs are pc:muued to l11wcr then rate\ .ulhtJIIII"IIy or engage tn c"cesstvc voluiT\(' ur tcnn 
diKOWU pricins practices for their cu~tumcn •. the net '"'"Ill'-" ur ~·a~h flmN nf ICPs 1111d Cl.H\. mdudm~ the 
Company. could be matenally ad\'c"-t'l)' ;affct·tc,l In .h!.lut"ll, ~o~.lulr the (','IIIIIJIIY l'uncntly cumpc:tc\ wnh 
AT&T. MCI and ochers 10 thC' tntC'rclldtan.:r \rl\hl"\ 111.11~•·•. rill' lt'<t'ntletll."ro~llc:ott•~l,.uun pcrmth the IUHx·~ 
to provide inrcrtllchanae ~rvtl't'l> on, t' , t'rt.un .rucsu ;ut• utt'l 011<.t' the kBO(\ hcgm to pru,·sde >u~h ~cn·tee~. 
they will be in 1 pntUOfl to n'fcr \tn~k ~oun·l· 'en t.:t· ''nul.11 '" tll.lt hc&ng ••It• rctl by IC'l In .tddllton. AT & T 
~nd MCl havt' entered and nthc:r mtcu:\.:ll .. n~c: , .. m,·r, h,,, , .. thli"uiK•.d thtn mtent to cntct tnlo t.he loc;;d 
exchanat' servtct's market. 1o11. tut:h '' lo~•·•llto~tc•l I>~ tlw I•Nt. :\, t'' rt·,alc m.J unbundled nc:twmll. t>lement 
provasions. The Company ';~.nnot prel.!tl.'l the numl>c.·r ul ~~~mJlCilh•r' tho~t wsll cmc:rgt' a~ a rc~ult uf e1s~tang or 
new federal tnd state regulatory or lcgt\lata\c .. .:11• , <'<llnpt>lllloll from the RUOC11 "'''h re11pc:ct to 
inc.crexchanae $Cf'\ltCt'$ or from AT&T. ~tl'l ot ulhl'l\ \\lth '''llC" t.• l.x.al ('!i;&;han8C ~Ct\u;e~ ~.~uld h:tVt' 3 

material adverse dfect on the Company·~ hu~lllt''' 

R~gulatio11. The Comp:any " .. uhJl'.-1 '" '.tt~ •nt: J~·tet'l'' 111 lc.tcral. 'to~tc .mll It": al rc:o~ul.ahon The> 
Company is tlOt currently ~ubJc<:t to rn\·~· , ap "' r.ltt· .. 1 ~~·rurn ~<)'ul.JII~>n, rh>r " 11 • 11ncnth h'~UJr.•tl to uhr.tm 
FCC authonzation for thc lll,t .. U.auun. J~o'4I.II\JII1111 ,,, •·p<'l.lh"ll nl '" lll'l"-•1(~ t.a .. thtl('\ t=unht'r. the FCC h.a .. 
issued an order holdmg that non-ll.,mm.ant '.ISTtt'l'. 'I" h ·" ell..- 1 · .. rnpo~n.\ . • uc not rc:o~wrr:d w hk mtcr,t.ate ran! fl. 
for domestic long distance ~ervu.:t.' un an onl!ou1~ tJ.N, l11.at ""k' h,,, llCcn ,, .. ~ t'l.! I•> J tt:tlc:oral .tprcah coun 
tnd il is not c:le.v at this ume whether the tlct:mUmg .. rtll:'r "'111 ht• m1pkm.:ntt'tl Until tunhcr a~.·twn I) taken by 
the coun. lhc Company will contanue to maanta•n larllh l••r tlw'c: 'c:on Kt'' Titc:o fCC ;abo rt>qu&rc) the Company 
to tile intetslate lariffson an ongo•ng ba"!o (t)r &ntcmatwnaiUJitt.: an.t a~·~.·c~~ \cnc~c!o The r,•mpany t\ generally 
subject to c:enific.auon a.nd tanff or pncc h1ot tiltni! rc'4urrcmc:onl\ foe tnUa:!otatt' serviCt'~ l>~ \tate regulator\ 
Alt.h~gh passage of the 1996 Act should rt>sulr •n an..:rca)t'..l upr .. nuntllc' fur .:nmpantc' th.at :tH' '""'llCIIIIJ "-llh 
the lLECs. no usurance can be gt\'en th<~t chan!!<'~ sn .ttnt•nc "' htltm· "'1-!ul.ll•"'" .t<loptctl h~ th,· H.'C or ~olatc 
rtgt.dators Of ocher legislative or JUdiCial tn111a11w' rd.um.~ '" •he Ide·. ""'mun1< Jllllll' mdu~tl) "'nullo! not have a 
malerial adverse effect on rhe {'ompany In ali.Sr1u111 .• &llhouJ.!h lht: I'J'Jh Act pto\Jdt·~o tnct'ntlve~ to the lll!C\ 
that ate subsidill'ies of RBOC~ to enter t.he long tlr~t.sru:e 't'r,.,_.t' rnarlt't b> rcq1 mog ILEC'!. to ncJolcatt' 
tn&en:onnecrion .,-eemenu with local competitors. tht'rt' .:.an ht' 1111 J"uran.:c that th~'" ILECs wsll ncteollatc 
quickJy with c:Gftllleliton such as the Company fm the rt''iuuc.llntt·r. ••111:,., tll'n "' the.' ,·u•UJI('hh•r·' uct"-<"h ~ 1111 

those of the ILECs. 

PoU•IIIal Du•untshmg Rat~ of c;,,,,..,Jt l>urmg lhc l't'll•kl 1111111 l'~<J-' Ill 19~6. the Cur::pan) 
0

\ J('\'(OUCS 

have arown 11 a <:ompound annual growth rate of 16</"C Wlulc lh\' < • .. rnp.an) t'-.flC<'h lu t:ontlllut' to l!to~o~~.·. 3'i rt~ 

~1ze increues 11 ss likely thai ils ratt' of growth ""rll tl• ou 01 \h 

Rule of Nt!w St!rviu A.cct!ptottrt! by CuJtunraJ The Contp..1n) h.1' rc:o.:cntly mtri).Ju,·ctl a numb<'r •II 

services. primarily local e1u:hangc: sc:rvict>s. that the Company hcl&c-.·, o~rc tlliJl<lnant 111 11, lon~:·tcnu .:w"-th 
The success of these servu.es will be dependent upun. o~r:l\111~ tllhcs th·n~' •h•· "'sllln}!nt" .. 1 'mh •!Ill''' t.1 .~~,·cpt 



cbe Compuy 11 the pcv¥ider of such new tclecommumrallun-. lr• hnulun Nn a\\Uranc:t' un be gtven mat such 
ac:cepcanc:e will oc:.cur; dllt lack of such a~·.-C"pl.utt C" • uuld h.wr 01 rn.ncual advec~ effect on me Company. 

Ropid T«lutololical Ch4ngn The tclenmtmuru~·;sllull' uuhl,try ts \UhJC't to raptd and signtficant 
chanJe.s in tedmolotY· While ICf believt's that. for the fore~ec3hle future. these change:~ wdl neither materially 
affect the cofttiaued use of its fiber optic nccwur~" nor matcnally hmder lis ab1llly to acquirt' neceua.ry 
fi!ChnoloJies. che effect on the business of JC'I of technnln)!Kal dl..111.:n \urh a\ ch;mJr'- rrlat•ntt In rmcrgtng 
wireline and wi.rdcu VINmiuion technoln~t•r'. llh lmlln~ "'""·II<" l''"h"nh. ~annnl ht> prt'dtcted. 

lNptNitlftt "" K'Y l'~rsorrrt#l. The {'ompany·<~ hu,llle!l.' '" managed by a small number of kty 
management lftd opentinJ penonnel. tht loss uf ,·crtam nf ""hum r(•uld have a matC'nal adverlie' •ms1act un ~~~ 
Company's business. The Company belie vel> lhat II\ futurt• '""' C"\\ ~ •II olrJ'I:'rllt 111 lar11r JMrt un tb continued 
ability to lttnct lftd llllin hiJhly skdled an•l tJU;tillwol llC"I •,unnrl Nunr 111 lhe Cmnpany' ~ key elCCUU\'es. other 
man David c. • .,.. Prtaidcnt. nucr b.('l Uli\'C' ( )flh.'C'I .uul ( 'h.urm.m ·•f lhC' Board. ·~ .l p;atty to 3 long-term 
employment .,.ment wilh the Company. 

Risk of CMce/IQt;on or Non·R<'IU.'\t IJI of .\'t'T" .,,J, .·h:,,.,.,,,..,,h I 11 ,.,".' •111•1 l'o·rmh The Cmnp;any ha' 
Jease and/or purch&s.e qrcements for n~hrc.·of·".J~. utllll\ l'"lt· .• u.s. hrn•·ul\. \undull and dark tiber for~~~ riber 
optic networks. Allhou&h dtc Company dnt"' not ht•ltt'H' rh.u .111~ ul lh<''<' J!!rcol"menh 'lo\'111 be cancelled m the­
neat future. cancellation or non·rcnewal nf ,cona111 nl 'ud1 J~f<'l'llll'lll\ < nuld matc-n;slly advC'rsely affect tht 
Company's busineu in me Olffecte.d metropolllan ,I.H'a In aJdlllllll. llll' l'omp.my ha~ .:enain licen~e~ and permits 
from l~aJ govenunent authorities. The I 9% Art reqmr .. , that hll( al fOVC'mment authonue~ lrt'3t 
telecommunications catriers ill a com~titivcl) nC'utral. mm .h,.:mmn;Jiury manner. ani.! thai mu~t utilities. 
includina most n..Ees and electric companit'\, arrorl.l Jlh:m.tiiH' .:.lm<''' .Keel>\ ro thetr pniC'\. condutrs and 
riJht5-of·way at re.uonablc rates on non·dJ\cnmlfl;ll<•t) tc:-m1' and rnmhll•lll' TI1ere can ht> nt> a~\Ut<aOCC' that the 
Company will be able to maintain its C'~l\tmg fr.ln.:h•'"'·ll('fll\lh .md ll!!hh ••r v.tll ht> ahlt:' tu uhr;un and m.um;un 
me other franchises, permitS and righb needed Ill mtplclllt'lll II, ,lf,llq:~ un J,·,·coplahle tt'rtll\ 

DefHfld~nct on Busint'ss from IXCs For rh~: ~t'JI ,., .. k,l llr, t·m~r q. 19Wt, applllllllllJtely I or; ol thco 
Company's consolidatt'd rt'Venues ""·ere annbutal>le to a.:\t:'" "'I"\'' co' pro\ 1dcod "' I X('\ The In'!>' of acce<o~ 
rT:venues from rxcs in lt'Mral coull.l ha\'e j 11\,IIC'nJI .hh ,., "' t'lk\1 l>ll thco C•>mp;tn~. \ !lu~me"' Seco 
"Business-Customer Strategy." 

In addition, che Company's growth .. rratt'~) a"umt•, m.rt'J.,t'J ~t·,enue' I rum IXC' from rhe dC"ployment of 
locaV1ona distance voice SWitches on 1t~ n('twork.s antl the pmv'''"n uf '"' uched acce~s ongtnahon and 
termination services. There is no assurance that tht :x\~ ~~u , .. nrul~r~: ,,, Hh:rea\t' theu ut1ht.aturn ol the 
Company's services. or will not reduce or cea'lt' thttr uhhJJII•lll ul rht· ( ··unp.ut~ ·, ~<'1"\ICt'\ .. ,lu~·h w.,ultl h.nco ... 
material advene eUcct on che Company. 

Busilvss COiftbiNJtio~t~; Clr4ttflt' of Cnntrol l'he Cump.ln) hJ' ltllnl tlnl( to trme hel.l. and conhnuts hl 

hold. prT:Iiminary di~~:uu1ons wim (i) potenual ~lfategtc W\estor!> ""ho h;ne co-.prt'\\ed an mltfco~l m maktn~ an 
rnvt'srment in or acquirittldle Company and (II) potential Jnmt venrurt• p.tnncot\ hM•~m~ towartl mco fomlatton of 
straleJic alli&nc:es thac would ezpand the reach of the C"nmpan~ ·, nt''""••rk.~ ur 'ervtees wtthout necessa.nlv 
requiring an ldditional investment ln tht Company In atltlttwn "' pr." ••ltnJl add1uon;al growth carual. 
manaaement believes thac an alliance wilh an appropnatt' 'Hale)!•• 111\e!l.t.•r "••uld pru\'ldt nperaun~ '-ynerf)' to. 
and enhance the competitive posicion~ of. both ICI .lnd thco tn,·e'"'r ""1thrn the- raptdly c•m\ohtlaung 
telecommunications indiiJU)'. ThefT: c:an be no assurant:<' that a~trecrnenl\ f<~r an) nf lhe f(•regotng wtll be 
reached. An invutment. b~.tsiness combinauon or str3te~•-= alholn.:e •~•uhJ .:on\IIIUte a change of control. The 
rcrms of the Company's E•istinJ Senior Notes {al> defmtdl and Sene~ A Prelertt'd Stock fu detintd) prov1de 
that a chanac of control would require the Company to rt'pay the mdC'htedne-., antl rel.leem the Sent's A PrdcrTed 
Stod out..anding under such instruments. (( a change nf control d11C'\ '" .-ut. tht"te '' nn "'"1uana that thco 



.• 

Campaay "''UUd have suf!ieieM fuDds to make such f<'(l;l)'nt<:nb .snJ rcdrmptmn or ,ould obt::un any addcuon•l 
debe or equity fiunc:iq tJw CQ!dd be necessary in order to rt-pay the t::~tt\lln)! .Sentor !'Wntes (~defined) and to 
redeem lhc Series A Pmemd Stock. 

FDrwtJrd L«Aitt1 SIIJI,...,. tbe statements cont:uncll 111 rht' rcpult thar :ue not htstoncal facrs. are 
"forward·lookill'• s&acements .. (u su'h term is defined an lhc f'nvatt: Sc:-ntnttc\ LitigatiOn Reform Act of 199~). 
whicb c.M be identified by lhc use of forward·llKlkin~ rcrnunult~fY W(h ;as · ·c:~Unlatel; • .. proJeCU..' · 
.. Wicip1Lift.'' .. apecu;· "intends," "believes," or the ne~attvc thcrcnf or other vanations lherc:on or 
comparable tennitdotY. « by cliiCUJsions of .slntegy that mvuhe m~~ ami um;ertatnllc!. Manageml!nt wtshe\ 
CD caution W tudln' iiW thae forww-look.ing statements, \ud• a" the f'ump:any's plans to e~pand us cAtsung 
ndWolb Of CD build and acquire netwotb in new arca:~o. lhe ma.r~ct urp<•nunuy ptc:,cnted by larger mclfopohtan 
lft&S, its uWcipltion Of inaallal.iorJ Of SWitcheS or the prm·mon ul it..: a! C'u·hangc ~el'\'tCC\ and tC:VeOUC!> from 
desipa&ed IIW'keu durin* 1997. and sunements rcg:s~dm~: dndopmrnt ••f the Cnmp01ny·~ bu!.tne~~c~. the 
atima&e of market sizes and addressable muktb fm the Co~~tp.tn) ·, , ...... n., and pru..lut:h, tht' Cump;any') 
anticipl&ed eapiw eapendilW'el, rfJUlatory relumt ami uthrr ,,,,lnt~rnl\ , .. nt.unralm rhr\ rcpur1 r<"~;atdmg moaner' 
that an: not histcnc:al facts. an: only estimate~ or rrcdtrtt~>n' ~ .. ·'"ur.m, t' , .m ht· I='' rn chat lucurc rc,ult' ""til 
be achieved; acftlal event5 or results m:'ly differ malcnall> a~ a re,ult • •I 11'k'' 1." ~~~~ the < ···mp;my m a~tual r.:"dh 
differins from W &Uumptions underlying ~uch ~tatcm~:nt' Sud1 "'~·' .arnl J\\Unlflh"n' u.dude. hut arc not 
limited to, W Company's ability to succC!s~fully mar~cr ~~~ \t.'t\1•~·, to ~unt.'nt .md nc~o~. (U\tomc:r!.. ~cncratc 
customer demand for its services in lhe pt~thcular marker:. lo\hcrc 11 plan' tu umkcl '"t'•.:c:~. accc!>\ ma.rkeh. 
identify. finance and complete suitable acquisitiom. dc\l~n and .:on'"''" hh~·r <•ptt.: ~~~·t~o~.t~rh. tn~tall c.:ablc and 
facilities. includina swi~hing elec:l.fonics. and obtam nghh·••' "'·'~· l>uddtut: J.:.:~:" n~ht' ami auy rcquucd 
govemmenw .authorizatioru. franchises and permus . .til 1n a 11111~:1~ mannt'r. at rca,on;able co:>ts and on 
utisfac:tory terms and conditions. as well as rcgulatnry. lcgt!»latJvc and JUdtdal dcvclupmcnu thoal could cau!>C 
acwa.l muir:> to vary materially from lhe future tc~ults m<l•\.'att.'l.l. np, ... ,,, II "r smrllcd. 111 .1u~·h fmv•ard·look.tng 
s~aumenu. 

Moreover. the Company presc:nls ccrtam dat~ ~·,lnt.mtt•tl hl·wus ·•n .111 .uulll.thtt:d "·''"· ha,t.'d •lll tJU.tr1crl~ 

or monthly data. because the Company behc\'es lh<1t ~udt .mnu.tlltt'd "·••·• '' .1 ,I.Uitl.u<J llll'lhud tu pr.:wnl .:crtau1 
data in the telecommunications indu~U)·. HOWC\'t.'r. al'IU.!I Jllntl.ll lt"lllh < nul.lthllcr m.uc:nJII) hom .mnualllcd 
data because annuabu:d data does not account for factt1r~ 'udt ·" ,,.,,,.,,.,,,"~. ·~.:hl·Jhlltl>. gru~o~.th llr dccbne 
Consequently, readen should not place undue reliance on the annualllt·J .1.11.1 

1l&r Company teases its princtpal admtm~trau,·c. nMrkl·tmj!. ,, .udh•u'<' .uu..l 'ern~·-: Jt.',clormcnt tactiJIIC~ 
in Tampa, Florida and leucs olher space: for storage o( 11 .. clc-..·uotml.'' C'iU•J•m~·nl .:md fm admmt\lrauvc. ~<lie' 
and en.ineering functions in oUier cities where the Company "lwr;tlc' nct~o~.orl.., .~ndlm -.crform' 'alc1 funcuon!l 
The Company believes lhat its properties arc adc:qu~ue and ~uttJhlc lot thctr mtc:n•kd p4 rptl~c<~ 

As of December ll. 1996. the Company's total telccommum~.ll•"n' .mJ l''IUtpmcnl tn ~c,., rcc cOti\IStcd of 
fiber op«ic telecommunications equipment (53%). fibe-r ophc .: abit: 1 l h'~ 1. r urnuuu~ ami liJtturc~ 1 K~ ). lc~$chold 
improvements (2%) and construction in progress (21 ~ 1 S01.·h l'r"l"'lll<"' ,(., nut lend them,<" he' h• t.!<"··nphun 
by chanc:Ctr 01nd loc:1ti0fl of pnnctp.JI umh l=thc'r upth· , ·•hk 1•l.mt ..-.... t "' ps .. , .. 1111~ 't-'' •~ •· " pwn.u &I) <~n "' 
under pubht: roacb. hiahways Of sl.fccu. wttb lhc: rc:m~mJcr tJCUit "" ,,, ulld\'t pm Jtc propc:•n ;.- Sub~t.anll.all) all 
of the Company's telecommunications equipment is hou<w:d rn mult1plc Jl.';,,rd facJhtles 111 V:li'IOu~> location~ 

lhrouahout lhc metropoliun areas served by the Company 

E.qutpment lddiuo :s ovc1 the past live year'> thdtule ~~~~" .u .. lthll"'" "' tdc,nmmunt.-.sth•m <''IUipmcnt 
having an estimased service life of one yeat or more AdJttJOn~. rndudtn~ .:JIIIt.&llc:a~c:' Jnd ~-.dudtn~ cqur(lmt'nt 



. ' 

acq11ired and capilal Ieaia auumcd tn hu\tnr\\ .u •jUt 'lit• 111'. . ·,mo,. J1111UII') I, IW.Z w~rc .a~ follow' 1m 
lhousandl): 

,_...., Dwa .... )I, 

1992 0 0. 0 0 0 0 0 0 0 . 0 • ••••• • 

1993 .... 0 ••••••••• 0 0 . 0. 0 •• 0 • • 

1994. 0 0 • • 0 •• 0 0 •• 0 •••••• 0 •• • •• 

199.5 .. . . . . ............... . . . 
1996 .... 0. 0 0 • • 0 0 •• 0 ••• • 

s 9.687 
10.767 
18.289 
J4,87J 

n1..sM 

The Company i1 noc a pany hi 4111)' fiC'IIthn.: k~o":·•'i*" rt·,lulf' nn'Jil lut "'"'"u' d•um' amll.t'III'\UII' oollt\lnll 
in lht nonnaS tounc of businns. The Cmnpany doc.·, rh•t hdtt'\1' tl~o~t the'r fl<~1111al .:11ur'r nf bu\lnc" dJtlll\ m 
Jawsuill will have a material effect on the Cn11111"11~ ·, htMn, •·•I, Hlhltttun "' rt",ull\ ul ~~~ratton~ 

None. 

PART II 

The Common Stock is listed for uading on tlw ~.NI.tlj !".ilt"n.JI Mar .. l'l under the >yrnO.JI .. ll'I.X .. t\~ nf 
Man;h 19. 1997, bucd upon 77 holders of r~cnrd ,,f the- Cnmrnoon Srnd . . md an e~lnnale "' the numt>cr of 

individual panitipants rrpresented by secunry pm11u111 h'ttn~' · lhnc.· .Jrc.· Jppr ••\lmat c:l~ \.~oCt 1...-nc:lt.-t.Jl holder> 

or th~ Common Stock. The approximate htgh ant.! how ''"' prh ,., '"' tht: Comnum Srud. iJhUI.Jte.J hcltl\lo arc J~ 
r~poncd by the Nasdaq N3honill Mu.,ct and rcprc:\<.'nt tnlcr ·dc.Jkl '{Uotalilll\' v.lu..:h dll nul m..:ludl' n:t;ul mar._· 

ups. mart-downs or commissions. Such pncc~ .Ju nul m·..:c".trtl~ rc.·prc,cnr .tdual tran,.Jdtllll~ 

Hltf l'tlt r 

lhJh ....... 

First . . . . .......... . 15 II 

S«ond ............. . 1.\ lil.~ 

Third . 0 ••• 0 •• 0 ••• 17 1/.' 10'.~ 

Founh ............. . 17''' II 

1996 
Fint ........... . [9\. n''~~ 

Second ..... 00 ••••••••• 1K'·"l 17 1 4 

Third .. .. . .. ........ . '·"4 ' ' 
Foul1h .. . 3~ ~I 

Holders of shOU"C:I of Common Sux:lo. arc enurled 111 ..t" hkn.J, . "'ht:n and •I •lcdar'!d h) the Bu.Jr..t nl 
Direccors. ouc of funds lcplly available therefor J("J ha' nnc:r .tc-,I.Hc..t " ' p;u.J , ,,,h d r\ tden..t~ un .. , l'nmm•lll 

Scock. ICI iniCNb 10 retatn ils ri111UftJ5. tf any. to hnan.:r- thC' ,k,elolpmrnl .m,l c\pan~tun ul •• ~ hu,tne!>S. :1.nd 
therefore doct not anticipMC payi"l 1ny dtvuknds m the rurc"·c.1hle future In o~dd!ht)n. rhc tcnm of (J} the 
Compilny's ll'-'Cllo ScncJ 8 Sentor Nocrs due 2005 llhc "Senwr Nuccs"t. 111 rhe Company·, 11 '.-;'l Scntor 

DiacOYnl Noccs due 2006 (the "Ois.counc Notes " ilnd tut;cthc• ~~o tr.h the Scmu• N•IIC'\. che " E'"''"8 Semof 
Noc.-.a") and (iii) lbc Company's ScrieJ A Preferred Slt)l:lo. ll'\lfl•' l the po1~ mcnr "' dt udc:n.J\ Wh~n 'u.:h 
rescrictionJ no lonaer c .. isl. ch· dcctston whcrhcr tn pa~ •h• ~okmh "' til lr ru.hk 1>~ thl' lluvt.l ul I> He..: tor' m 

~7 
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li&ht or conditions tben caisr.ina. inc:ludinl the Company.'\ lc.'\IJII\ "' •.• ·C'Iilll'lll\, hn.JUI.Ial ~:ondtuon and capital 
requaemaus. bulincu CGndiLioal aad ocher f.tetor~ ·niC' Jl.i)lml'nl ul •h \ ulrn•h un tht" Cummun Stock I) alt.<J 
subject to the pre(erenc:e lf'Pii~able to lht oul~landmt: \h,ur'\ ul the- ' • •lllJ•·IIl\ ·' 'lt·u<'' A l'rdened Slue• and to 
the preference UtaC may be applicable fo any ;uJdtll•m.tl uuhf.JIIthll)~ ·.h.ll r-. "' lhr t fllllpany. \ l'refcnC'd Stud. 

On JWIC 28. 1996, ICI purchased EMI's telecommunt~:ah•m' t..ll\1\mo tn c:~~dtange for 937.~00 nelltly and 
Yllidly it.SUed. fully paid and noussehable ~hues of Cummun Sto .. ~ llhC' "I:MI Sh;uc~"J. IUued by ICJ to 
Nelllhouse, the parent Cot"pOration of EMI. The number ul EMJ Sh.IIC\ Jl·•>·•hk to NC'\o\'hou~ \o\'a!t b.ucd upon a 
potc:hase price of SIS.OOO.OOO divided by the average lr;u,hn~ pn.:t" I"'' 'h.art" ••t the.' CHmmon Stock dunng the 
twenty-one day period cndina on Febn~ary 14. 1996 (whtch v..~, ('~u.tl t .. ~ lt>~xt, A!t ol June 28, 1996. 1he 
closin& dale of acquisition. lhe EMI Shues lltere valued .:~1 appro' un.ah·h ~I'''' null~t>n The l.:MI Sh;ue~ \l'«!re 
trans(en'ed to Ne\lllhoule porsuant to an ellemptton frnm re~J,tr.HJ"n 1''"\ ••lt·•l lor under Scrcmn "*I 21 of the 
Securities Acl of 1933. as ammded Uhe ·· Al.'t'') Pnur tu the '"u .• u, ,. ,,, 11 ... 1.\tl 'h"'e'. NC'whuu'e repre\cnted 
to JCf. amona other thinas. that: (i) Ill~ <tcqumng lhe E!\U !<>h .. tH'' I·.: at•. "" ll ... 'IIUIII 1· ,, IIIH'\tllll.'nt ;~nd \,\ nhuut 
any vie \Ill to any distribution thereof; hi} 11 undef\tand' that 11 mu'1 1-.· .11 lh•· t·, un.mu, r"~ ttf n., mve,lment m 
the EMI Shires Cor an indefinite penod ul ttttte. o~ud 11111 11 '' •• ~.u·· "' 1tw t "1111'.111) ·, hu\IIIC'\\ ;,ltau' anti 
lltl!Uillll tnlllhtt•m •nil h~t• lk"IJIIIJ,,t "'"" ,..,., 11al"''"''""" ,, .... ,, ''" • ..... , ........ ,,.,,. h ·"' llll .. enu·,l .nul 

knowled,eable deces1on to acquire the: EMf Share' 

On I>ecember 6. 1996. the Comp;any a.:quul.'.l .:C'rt.au1 ·"''''' "' i · n •· ., .• pua, hJ'e pta.:(' nf ~.! •J milium. 
including USUmc!d liabilietes .::&nd 31.380 unre~l !tleft"d ,h,lfl.'\ Ill I .. 111111• on .., I• .. ~ : lw . r. n Sh.sre\ .. I The t:TI 
Shares wen! issued by ICJ lo UTI pur\uant to an nrmphun h• •• ,, H't'''"·'""u I""\ :oh-tl !111 11111.lrr Sed••'" Jt::! 1 nf 
the Act Prior 10 the tSSu;tn<:e of the UTI Sh;r,re\. t:TI n·pr<.""'n:,·d r .. 11 I •m"llt: ••thrr thm~'· thai l1J tt '" 
:scquirint the UTI Shan:s for its Olltn account fnr '"' "''1mrnt l""l'"""· .• u.l \'llhout .Jil\ 'u.'\o\ 111 dt\Uthutaon ol 
thereof: {ii) it undentand~ 1tut 11 mu'll hc;uo lht" ct<m<~nu, "'~ "' ,, . ,,.,.·,tmt"ut 10 tht" l'lT Share'> lm an 
indefinite period of time!; and (Uti 11 l!t a\lll;ue of the C111111'JII) ·' ""'''a"·' ·'' ~,,.,, .til• I hn.m,·&al , <~ndrlu>n ·md b;~~ 
acquire<l sufficient information :&bout the Comp;;my w H' Jd1 .m "''"'a:,. 1 :ud ~ n"'' k·1~rattk •IC' .. t ,aun to a.·qutrc 
the t.nT Sharel>. 

On Man:b 7. 1997.lC'I consummated a rn'lale rl.a\1'11\•'nl a the 1'::· .. lh' l'l.t,I'JIIl'lll .. I"' \11.01111 \h,Jie\ ••llh 

1311.!'* Series A Redeemable Exchangeahle Prelelll.'tl St .... ~ .11..- .'r" ,., 1.. 1t~td.trr"" ptdl"tC'n,e ~ 111.11011 pc:-r ,hare 
(the "Series A Prdcned Stock"). to "quahlit'd Jn\lllUII<Ill.ll 1-u~··r. ' .•. oklllll'<l Ill Nuk IJJA under tht' 
Securities Acl of 14133. 3~ amended Hhr "Act")} tche "l'ur.:h.a,t•t, .. • t•· ,,.,, .•• ,,<" !''""' flt•.ll·eeth 111 the Company 
o( S300.000.000. mcludtng an aggregale of~ 11.1 ~~.0110 "1 un•1•·•··' 11111.: .1. · "''"" .tllt..l <~•mm"'I•JO' 1ltr 'hare' 
of Senes A Prefened SltXk were t~\Ut'd tu the f>ur.:ha,cr' pnt '11.1111 I• • .on ,. "'"'I'"' •n hum rel!•'H .sll••ll 1'"'\ ukd 
by Rule l~A under the Act. In connection \o\'llh I he f>m .sit:' PI .a, ··n .. ·ur rl;r l'uh h.ow" and the Comp.my entered 
mto a Rqiscr.nion Rights Agreemc!nl~. v.hereby the CompJm ·•!"'t't:•l t" Ilk,, rq:a,u.unm ~lo~temenc 11111h rc,pccl 
to an offer t•· e:~~ch;~nee the Stries A Preferred Scc~t.·lt. lnr .1 nn• , ........ • •I 1',,.., . .,,.,1 ''"' k uf the ( untpan\ rctet'!>ttreLI 
undrr the A.:t. "'11h temu \ubManuall)' tdenll• .Jl '" thuw .. 1 ,,,.. • •.. ,,,.. \ ,., ,.,,., rol "'" >< k I ,,, h "' thl" l'uh h.t,ea' 
represen&ed to the Company. among other thaug,, that IC " .1 .,u.tlrh•·.t ,.,,,, .. u ... u.tl h·J~rr .md ., a\o\alt" th.ll the: 
sale to it IS bc1n1 made tn reliance on Rul<' 1-WA. ;and th.u at ., .... JI .. tlf'>' lht• 'iene. A J>rcferre.J St••d. fur th 

Hlltn I.IC"'"'" or for tht at:4.'11Uilt of unuthrt 'I'Mhflrtl tn,lthlllttlt,,, 1 "" • • 

lttm 6. S•l«ud FiNIIftitllllttd Ot#rttr OplttJti"K /JdtiJ 

7be selected financial dala and balance \hC'<'I d.u;e prrwntt·.llwl•"' .•. • •I .uul '"' t.lt' h\t" ~"·"' 111 tht' ,,,.,,.-...~ 
ended December 31. 1996 have ~en dcnvcd luun the , , •II\• ·1•"·•••··1 t;u.u" •.• i •.l.th'tllt'nh ul lht" < ·.,mp.sn> . .,. h1d1 
lin<~ncial statement~ h;ave been audited by Em~tt & Yllung Ll.l' .• ndt•pt·ut..ll.'tH ,.:rllht:'J publl\: ;aununtantlt 

The opentinJ results of EMr are tnduded m '""' Cnmr.•m ·, '''"''''"J.tlc-•1 ••rcratanl! re,ulls .:nmm<'n.:&nt~ 
July I. 19% The OJI('I.:tiUtJl resulu ol lilT and N.-1.\• ol \ r .ut· 111o lt~ok.\ '" rh.· 1 ·.,, .. p.un ·' , '"'''''••l•ne.t "1'•'1.11111)! 

results comme~tnJ I>ecembcr I. 1996. The pm '""'',. ·•IIC's.atmr ,.,,.,,"•·•'•••11 ;'" ,., •'II<'• 1 c" the I·.MI. t' I" I .uul 
NctSoiYc acquisitions as i( they occ:un-ed on January 1. 1 'I'll• Tht· I• · : •. " "'t' !lu.••" aJiwl .. unat .. •n 'hnuh.l ht" r<'ad 
in conjunction wuh "Management's DtKU!>~Jon and An.al)''' ul hn.u~. '·" 1 .. n.ltuun .Jnd ltr,ull!t uf ~>rcr;.llum •. " 
"Business" and <ht Consolidated Fmane&al St;llt"nlt"llh nt clu.• 1 "till'·"" .111ol 11w :-.;ure, tht"re111. tndul.leJ 
elsewhere tn tht~ repoC't 
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14196 IIICS .D"Cmbtf I. 1996. rnptell•tl~. a. tl the) uo:cutud 11n l.~o~~u•t) I. I WI• 
! Net lou per lhiii'C' rn 1992 has bftn tne:fu..rd to c~flr,l ptdcn~.l '"'L <ll\ulr<uh 

EBrtDA con•ttC$ of c .... in ... bc'f~ tnftft\1. tft('c,)tnf •~tat\. deS"'ft'\. ....... n .tn·S .UU·•Htl.flt••n lu ... s.s,, ,., c.,..,, t Ullll.o\ ~-..cuJt, .,.n f'-.Uo~••hhn.u' 'tUtf.t 

uf" '92 l't'I.1Mfd to IM tatly talln,utt.!illltnC uf dlt .. f.BITI>A " P''" ,.j~<Ju• the '""'"""' o•l I ,., • .,, '·'' •n·l I lthn I lrr• Jhnf ll•t• '"" c '' " • """ ••u•r 
'''mrnnnly u't'-' lft Uw tt6ecumm"ruc•buth tnd"'"' •u tnt.I'\UfC' \Jptt.ahn$ pttf•·tt1'\.ath t <il\\t"t ' •• tJ,u· ~,.,J """'''" •JI lt,tt.att h ,, ,,,.,,tnt<·,1 •·· tnh,,,h t 

lht ,...,,., undltlsCII'Nttftl<l!f .... COIIflftPMy·s opttaiiC'\1 J'tSVU'\ Jnd ·~ "')' IOif'tt.Jt-.1 •·· rrr\t.C""I ~ .... h f\4•\1\ •··t tht' ;'f"•,.,h S'ff'\("Ut .. ,l \('t tht' t ·•fho•: .l.,tC".t 

SttatttntAilofC.u.h Flow•tnct...tlrd n\tht C~), Cun,uluJ.ucd f tt\.1n, • .,1 \to~•l'utt'••h .n.J ttu· '\ .. c.· •t.f':f':· ..... hk~ tl+.('••·.n( "' lfu• , .. ,..,.,, 
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lena 7. M.,..,_,. •• DUetu~iolt t~ad A11olysu of #"ituJntitll < ·mrdiJtm• Gttd R~sults of Optl'fllk)lfs 

~ foJiowiq dilc:w.sion and &n&lysis should~ read m ~-.,,.,unl."t•••n ""h the .tudllcd (\m\ohdated Fmanct:al 
Statements and the Noces Lhcreto appearing clst>whcrc m du' JC'Il"" 

OvcMw 

Since irs inception in 1987, the Company ha' l''-t~encnH·•I 'uh,tanh.ll ~~~~~•h UuthJmg hum us ongmal 
base in Florida. ICI is now a provider of mtegr:atcd tcl~~ummunu:auon' \C'ntt·c~ tu cu,tomcn thai have a 
presence in the eas&em half of the United swes. The Cmnpany CUHC'Illl)· ha\ II lilt dlgll'll. fiber opuc networlu 10 
service and one un*r development. tn addition, the Cumpany · ~ frame rcla; nctwurk \ervc~ cu<>tomers in 
approllimalely 2,200 cities and povides end-to-end u'nnc~h' II) thruu~h~>ut the tJmtcd Stale~ and many 
internaLioaal lll&l'teu. ~ iu nawodts and llierv~e;e offcnnJ:!' h.1H:' cltrand~•l. the Compan) h.u cxpcnenced 
SiJnifkw 1ear *0 year 8J'OWth in revenues and CU!.IOnttr\ 

tCI~;ompeces with Lhc fLEes and IXCs in ib 1><:1"\ 1•~· tl·mtnf) .m.J .,lfc" .1 f•tll r;tn~c ol Hnce and d:ala 
relecommunic:arions terVices. ICI's custome"' include ,, h~t•.td '·'"!!~' "' hu,tne'' ;,mt ~·l\cmmcnt ~nd u~er' 3nd 
rxcs. The Compmy delivers local networtc scl"\"ll'e\, w.tu.tm~ ,,.._;,J ~,, h.tn~~· \l'f\IO:C. (lrtlllanly mer dt~Jtal 
fi~r optic: celecommunications netwOfks ~h;u it either o" n' nr k•;N'' In '"mt· , u, um,t;lll~~-''· l,'.l'mg (J..:Ihlle' 
enables the Company to more r.tpidly initiate ~r\II(C '", "''""~~'r'. ~t·du, ,., rlw '''" .. r n<'n•""'~ .-.. n,tru.:ttun "' 
3CQUiSiliOC\ and potentially imptOYC:S CiiSh flow dUt' hI lht• rr·•lllo I IIIII "' .lf'l<·lfiWIII •I • .IJIII.d t' ~JlC'IliiJtUfC\ "J he 
Company also offers enhanced data M"rvu;e!l to 11\ nt,h•m'''' "" .111 t'\1<'11\1\C' lllh'f< et~ nct¥-"r~ that ~·onnect~ u~ 
customers. either thtoush its own network or thrnu!=h ••thl't , ;trrH" . t• • 1. "- .1!1• ''" rlu• ·u~huut I he 'uuntry and 
Internationally. This intercity network comb1ntd '<lqth the c .. mpan~ ·' "" .tlf), •nJ! Jt,t.ln• c 'ruo.:e '"' uche~ allow!> 
the Compa.n.y to provide inceruchange long Ul\tan.:c \Cf\ .--c: o.lnmt''"' .11l~ .md mtcmo~tu•nall> 

At ilS inception, [CI provided spcc1ill ac\:CS'> .and pm ate I we: '<-'f\IO.:t'' '" I XC"' ln l'lS)\. ICI ""'' the fiN 

telec:ommunicarions K"rvice providll:'r 1n Aorida tt1 ~l!m r" ,, tolm!! 'I"''''·'' ,,, , ~·" .mtl pn' .u•· l1nt· •e• • '' e' "' 
busmess customers. In 1991. J("! bcgoan offcrmr uutt;ral~tlll 't'l\1\t'' •n H''l'""''. '" .u,t .. rnc•' nc•·d, .md Ill 1~·~2. 
ICr introduced its lirst ll:'nhanctd d:ua ..cr\ tee~ to prm tdc He\ thl,· , .tro~, ~~~ .tr~<l h1,!!hl~ rd1.shk 1:nd-tu-~nd dat;, 
service for tts business and go\'tmmcnt cu\tomer~ The <-.•111('-•m ll(j'.lll ••llnm~ ullt:rn, han!~'· Inn~ <.IJ\t.Jn~c 
service in. ~mber 1994. Internet 5CI'VICC) 10 19tJ~ amllol\. ·'' n.tl.lft~~(' 'l'l\" ,., Ill I'NI, n.~ p.tt"C V.Jth ~h,,·h 
the Company bas inUodloiCed Mw lo4:rVI\:t' offcnng~ ha~ en.thkd '' '" ·" lunr .... t-,r.enrt.tl 1!'"\\th. unJ"""' "' nu.\ 
of CUStomers and diveBify ItS ~ourcc~ of re\tnue Tilt' (",.lllfl.lt!\ ht•hl'\t'\ lh.ll hU\111<.'\\ .mJ t;mc.-mment 
customers will contmue to account for a ~uhMant1al 'hare ol 11, ll'H'IIII<'' 11\Ct the nnt ,<',cral ~<':at'. lx'cau~ uf 
lCI':~> abdity to offer !'urh cu~otomers mtegr:!.ted. cost·df<cll,,· tdt•, "nununt~.stton' '"lutltll\\ lhr C'ompany 
~lieves l~t ciunng the first few yeatS Of Joc:al CJtChangc.' .:ulll(lfllho>ll. thr IX(", Ill.!) cniC'r lht' fliJfl..CI h> 
~coming rescUers of the Company's loc:ll !oerVICC\ If thc rxc, 1'111\111' .I,,.,..,~. •• ,(l,lft'n. lhC' .1111<111111 ol f('\('niJC 
the Company re:shzc:s from carncr!l may •n~·rca'<' dunn~ dtl\ (><"""'' 

From 1992 throuJh 199S. Lhc Company had 3chte\'ed P''"ll\1." !:Bili>A Jud uu:rca~·· 11~ revenue base 
s1.1b$tantially. Hcn~tever. as a result of stgntfinnt mvc!itrncnh tn tc,nur.n m·.:c"·'£) "' laun.·h h>t:;~l C:J.Chanttc 
!lervices and elpand enhanced data serv•ces. EBITDA denca,cJ a' a l"'''u·nt.t~r nl rcH·nuc an l the Company'~ 
EBITDA was neplive for 1996. This was due to the \l~ntllcant up lwnt nJ'C'n'c' .cl.11cd lu the development of 
its networks and leased facdiues. the revenue from wh1ch •~ c-pel·tcd tu hc rc.thJc<.l 1n later Jl('nnd!> The 
development of the Compa.n.y's busineu and the en~lallauun and c~parNon ••I ''' netv.urk~ have resulted 1.1 

substantial capital elpcndilures and nee loss.e!o dunn{! th1~ pcnud Ill ~~~ "ll''r.JIIon' I'm, urC'IIIC'Jtt of njl.ht'>·nf-w;,y. 
;administration and rnorintenance of fxilicies. dcprrc1a11on nl nct~~oor~, ·'I""'' <'\f>t"thhtmr' amt 'a!C',_ .~,:cncrJJI anrJ 
administrative costs will cMtinuc to reprc5oe:'nt .1 l.:uic punum ul thc ( -.•mp.ln\ ·, C'\f'<'"'"' dunni 1h raptd 
npansion. In addition. the Compa.n.y ts ellpenem:mi raptd growth 10 rn.u~C'IIIllo! dnd 'clhni cJtpcn'le~ cons.stent 
with the addiuon of new customcn and aft incrca5ed level of 'dltni Jnd mar~ctm~· ;~.-.,, ~~~ All ol the m:atkeung 
and )ellina expenses associaced with lhe acqur~lllon of ncw ,u,hmecr' arc o'\f'<'ll'«'tl ·'' chn .uC' tnnut«-.J even 
Chot.tlh these C.oiSCOmers art' e•necced CO ,ent'r.Jit' fC\."IHTin~ ll'\o'IIUC l<tl lht• I ··•lllf'.ll\\ ltll 'f'\Ctal <Coif\ l"hc 
continued expanr.con nf the Company·, netwurl..s 111 Olllllllfl.lll"'' nl uc~~o 'u'l"nwr' .md rh,· lll.ltlcllnJI. ''' ~ervi(C'!> 

'I 



to new and existint CUatOI'ftiUI is 11\erefore advcr">Ciy ltfl(ladlll~ HUT I),\ ul thr ( ·.,111,1.111)' Ill ""' IIC'III 11'1111 u,. 
COI'ftpllfty anticipa&a. but cbere can be no n\1111111• r lh111 .~, 1h ........ ," •. , !.,, ..... ~'"*'· 111, rrmt'ntaltcvcnut'~ wdl 
bf lrtllff 1hlll iiCifmtnflt Oflttlfllll f'IIJIC'II~~ 

PlanolOpa ... 

In 1997 and beyOftd, the Company believes thai 1h .-:111Wth IAt/1 ht• hJI.tna·,J amunftls ft"·al c~tchangc.long 
discance and enhai'ICed da.tiiCI'Vices. Based on the C'mnpan) ·, anal)'" ul I;CC ~at;~ and us knowledge of the 
indt.tsuy, W Company es..imates that 1he m:ul;.et fot h"'al C'Ao.:hJnt:.:. l~>ll~ d1st.:ance and <S.lta ~rvtces wo~~ 
aPIJ('Oxinuuely $2.5 billion ift 1996 in the Company's ~rvu:t' terril••') A' a re.,ull t~C thr. Cumpany·,. planned 
expansion in 1997, 1M Corftl*'y ex~ts to be.- ~~~Jirunct.l lo l''"\ ~tk rht·'r '~'" •~('\ m m:uk.ets wtlh a hllal 
opponunity of lpptollima~ly $34 b11lion by the e uo.J nl I 11"7 

In order to develop its busineues more rapu..fl) ;mel \'til, 1cnll~ utl11/t' '" , apual re,ou"c'. ICl pl<ln\ 10 u\e 
th~: existing fiber opti" infrasuuccure of other prnnd<'r'> 111 .J•I•ht1"n '" .. ,ant: .. , elll\1111&: network~ Wh1lc the 
Company wilt use sianifica...t amounts o{ cap1taltn .Jeplu) t'tlh.JII• r•l •l.tt .•. 11ul WI< c '"' atdtr' un ".Jcru<ltUJ .Jrwen 
basis in ~elected m.aJ'kcts. ICt bt'licvt'\ lhat Ill> 'll'"t.u111.11 ,. 'l\lua1· 1w1 ~' • ·r ~ • ·•I'·" 11~ 'houlcJ enable 11 10 add nc: .. 
cuscomen and PfO~iGe additional ~tvtees .hat wt/1 rc~ull 111 111, ,, ... ,,·,lr•'H'm•.:' "'tlh '""' cr 1no:rement;d ,,,,,s and. 
correspondingly. overtime improve m. EBITOA For e~arns•lc. "·ihnr ,,J,ht~<na.sl ,e,..t,·e~. ~u,·h a~ 1-xal e~tchang<' 
~rviccs. co c:~tisrinl c:w new customeu allow:. che C11mpan: "' u11111~· """'"'lport1nr' 11f the (ap:KII)' •nherenl '" 
tis existing ti.bt'r optic networt.s. This. opc:ratmg levt'ra~e tn.: •<=·•"'' !lw llllltt.th"n .. 1 the necwur~ '41lh llnutet.l 
additional capital C:ltpc:nditures. The: Compan}·, -.u.stt·n Ill olin lull ,IIIIIJ>kment "' 1\'lecummu .. a.:;allllfl\ 
~rvices is desi~tned ro enable the: Company t•• l.ll..t· :uh.mt.a.:t· ut ah.· · •t•c: .• ~on~· ,,.,,.,,,~.: nl 11' nct'l\orl..l> 

Rnenut •nd Customer 8UC' Analysis 

Since the Company's founding rn 19117. IC1 ha' ''"llwu.tll~ '''"'"lu. ···I nno. 'en·1te' Uue tt~ thc,e elfon\. 
lCI' $ cuscomt'r otnd revenue: ba~ has exp:~nded ~uh,tanta.,IJ~ 111 rcu·ur \ , •. ,,' l h\· Cnmp.sn~ l'lche'('' th.u th~: 

continued aggressive e~tpansion of its cnhanl."e\1 dar.1 .sn<l ""''"' ,, lt ....... " '"'.t' '<''"'<'' .1mJ the , nnunued 
deploymt'nl of IOC'al exchan1c ~crv~ee~ wtll .~~·~·ekr ;u<' the J1 H'' 'I r., ·'''' ·r• · •I rh<' c·, •mpo~n~ ·' •. u,c. •rner .md re' enu<' 
b.tse. 11M: Company bt'lteves the cxpan~ron of the Cornpan> ·' "~'t"IH•·• 1·.,,, ...... l1hc Jl\t:r,sh~.lll<lh <)I '" u:1enue 
sources hilvc (i) lowered lhe Company'5o rehance on an) "''<' < u''"lll<'r., n: uh u-."''" the rocal audre,~able m:Ukl."t 
for lhe Company's services and <inl reduced the: CompJn~ ·, l'<'h<'l\1.1;:,· •·I "'"·ma· ""'~a.~ccJ \\lth 'ef\10:e~ "' 
IXCs. The tahle sel forth bdow providts an anal) ~•~ ,,f th<· <-. >1111'·111~ ·' • t•'" •mt·o .mt.l re,·rnue ba~e 

Cuscomer revenue: 
Non·fXCs ........................ . 
lXCs ............................. . 

Total .. 

Numbt'r of customers 'I.Crvcd (al cmd of pc:nod)(2} ... 
.Revenue 50urc:cs: 

Loco:~! network 5ei'V&ces . . . . . . . . • . . . . .. 
Enh:mced data ~rvic:t>s . . . . . ....... . 
Jnterrxchantte ~erv~ee~ . 
System inleJrouon . . . . . . ..... 

\ ur t n<lrd l,.,c~m~t .H. 
199S 

·~II'"' ~ .. ~ 
: l ,,, 10 

. --
lOll'; IOO'i I(J()'.\: 

---
I( I ..IS '). 'i \() ,.,_~,n 

~ ... .'~·~ J\•; 
It• 11\ " ., 1'1 .~I 

II< " 'i 

II M I'; IUIN I 011'-' 

rro fo""ll( I 
\'tar l:ndrd 
DKcm~r Jl. 

1996 

9/'1· 
9 

li.Xl~ 
= 
14.1 :n 

tJ·~ 

~~ 
~ 

3 

10orh 

{I) Citwcs tff«• en lht J~tqUI~'\dtOftS of !:.Jrt,l. UlT and NetSuht> "'' .t 11,,., h.e.l '", "''''' .,, ,s,, ·· .... ~· .,,, .... ~· ., 1t1t' 1\t', ... ~ •• ,,..,,,,u•,1 

IZI Exdudt~ lor!J dtiUnt<' <u•IOinth fn1 w'-'rn tull•nll' """nl! II<'·'"''"'' I'"''' ... ,, 1r . ''' '" \' ·•· 



Raulu ol OptraUoftl 

~ followiq cable presents, (or the (IC'th"h uultt ·•~~"·' • • 11.11tt utlnllll:thun clcuvcd fronl tht> Consolubted 
Sca&cments of Opetahona or d'IC CutllflAII\' ~lttl lht• I lu;mthtcd J>ru Funna (.'nndC'tl'ICd Con~oMatC'd Financaal 
Statem"m' fA(IfttMd In pertentages of rc\'cnuc 

ReYcnue ...••.•.•..•.....•...•........ - . . . . . . .. 
Facilities adm.inisuation and maintenance and hnc ~· "'' 
Sellin&. general and ldminisuative. . . . . . . . . . . . . 
DeJftCiation and amoniurion ........ . 

Operating lou ................... . 
Interest c1pense .................... . 
lntctat and other income ........... . 
Income WI benefir ............ _ .. 

Lou before extraordinary item . . . . . . . . . 
E1tri0tdinary loss on e.vly clllinguishmcnt uf tlcllt 

Net loss .............................. . 

Year ended 1996 n. Yur f'ndrd 1~5 

\"nr •:ftdf.d l»n-~111'-" Jl, 
199.1 ''" .,. 
I flO U'~ 100 O'l· 100.0% 
HH 5tJ.5 7K"' 
~~ ·~ l8H .\H 
\tl C) :!ft 4 19 2 

I II' 71 r~..a 11 I HOI 
IIi~~ I \'i #)I I \.a I) 
.. 7 IH" IlK 

u: 
c: I '\1 ·~··h) ( ~:" ~' 

~~II 

·~· ~~·; I~-\ 7 ,'.< l'i.~ w:c 

Pfof...,ll 
\'t•r !Utded 

O.ctlllbtr )I, 
ltw. --

100 0'1-
80 I 
267 
IS I 

~~· 91 
r2l2• 

7.5 

(\1 61 

I H6)'} 

The Company's revenue grew from S311 ft null11'11 I~> ~llll.J nulh"""' IM\'; ll·•m I'~'~''" I'Nt• 1<1."\t'nun 

tn l99.S and 1996 for each of the produd lutC'\ '-''r:'IC" ,,, l••ll••'" 

,....,~ 1'1\lfl lnaf'<t•~ 

Local network scrvrct\ ~ltiK ~ 1.1 ~ ~ ~ ... 
- I 

Enh;anccd data scn.·tcC'\ ....... . (I •> lJ 7 _:~ K 

Jntcrexchange sc:rvtcts ......... . I K <J ~.l I _\4 2 
Systems intc,ration ............ . :u ~ I l I 

~.\K 6 SIO~ ~ S~>: 
·- --- --

Tht increase rn rcvtnut w;as denved pnnc1pally from ~ru~~otll mlht· Cnmp.m~·, hl\:JI no:'"""'l.. \Cf"\.1~,.,. 

enhanced data services and inttrellc~ngt scrv1cts EMJ cuntnhut('d ~~ ~ K null~tm cu tht ~ru~~o ch ,•,mn~ the '"'' 
six mondu of 1996. of which S20 ~ mdhon related to mtcrell.changC' ''-"f"\ '' t'' .wd S 7 \ nnlhnn rc:IJtc ltu tnhan~:cd 
data services. 1be Company acquired the telecommun~eallon~ dmwm ul 1:~11 1n June 1996 Tht Company'\ 
annualized mondtly rccurrina revenue increased to S 12.3 million at Dccconhcr 'I. I1J9tl twm S l ' nulhnn ;u 
December 31, 199,, an increase of 27)~ Monthly re\umng rC"vtnm• rrpr.-..r"" lhr nu•tllhh """" t' dt.u~c' 
billable to telccommumcations SCI"ICC' customerr. a\ ul lh(' '·"' ,,,.~ "' llu: 1'<'11•~<1 111Jt.: • .ucd JnJ e'duJc~ 
noru·uurrinl revenues fnr cena1n ()OC'·IIIIIC' chug<:'~. ~ut'h a~ 1mt;llla11un kC'' ''' C4\upmtnc ~alt~ Tht uu:rtaloC m 
the lcvtl uf enhan<~d data ~crvu;c~ wo&s evtdcnccd by we m.:reast 10 noJc~ ""htdt ~rcw apprm.1ma1ely Jl )'l 
from appro~ttm.a~ly 2.300 at ~:>«ember ) I. 1995 co approlltmately 9.500 at Dtn•mhcr 'I. 1~% The J:t'Ot:raplu, 
covet.tJe of the Comp;any's networks also grew 1n 1996 pnmanly thruu).'!h lhl' ... qu1'1'"''" ••I I MI. I' IT .tol-l 
NetSolve and the eKpansion of the Company's tt'ltercuy nt'lw .. rL :1-tollllhh ,.., UHIII!-! lt"\('llUt' 111 lhC' b.u.:l.lug 
(booked sales that have yet to be ins«allec.h at f>ecemhcr _\ 1. I'~Cif, ""a' appm~tm.ll<"l) S4 K nul hun anoualucd. 3 
14.3 ... increaK rrom the pnot yell. from ~CC'mbcr 31. 1995 tu De-cember ll. IWh. lht" nurnbcl nl hhc:-r miles 
1n che Company'• nccworis Increased from 17.128 to 24,122. routt milt\ III•IC'.I\t'd hum ~()4 lu M'\. Jnl.! tht 
number of '"'s10mers served by ICI increoased from ~u 30 to 14 .I H 

H 
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... 

Of"'rlltUtl ~:lf"'IVtl in total incteaS('d h~ I S(•'~ If urn S.ax.:: uulhon lor 1*111~ In ~ I.H fl nullum tn liM•. il 

$89.4 million inause. Of the incre.aJ~r. appro~uuatt'l~ S!'> 9 uulhnn. ~I II nnlhun and S.~ mdlton were 
actributtble to the inclusion of EMI. NetSulvr and I rn ...... l.lhll)' t'\l'<'ll\l'\, (~\pet.:llvely. The operaung fe)Uit\ 
of EMI have been inc:tl.lded in the con~ohdatctl. rc,ulh \llltt' Jul~ I. I'Nt. Sc1Snhc and trrr operattng rt'\ult:~. 
bave been included in the consolidated rc,ulh ttnt.:l' I )(-u·nrht·r 1. /'1% Titc halan~·t' tJ( tht' mcrt'ast> wa\ 
consi.stent wid\ the significant ellpan.;mn of 1h1· < ·.,mpan) ·, "'-'llt'<l .uu..l ka,rd "'~""''r~' .md cqurpmenl \ales lu 

awomers. 

F«ililiC'Illt/lftinistrlllion and m.ainttntJ,tt't.' ,zn.J lm··, "'t' m.rt•awtl S'iK I tmlh"n nt .:!S3c:t In SKI I nulhnn 
in 1996 from S23.0 million in 1995. Of the 111\'ft'.;l\('. Jfl!liU\IIliJtd~ s:u·~ IIIII hun. s II nullum Jlltl s .. nnlhrur 
were altributabte to lhe inclusion of EMf. St•ISHIH' ·lll•l I rrr "l"'l.lhlljl IC'\1111\, IC'\fi<'C:tH't'l)' tn addltlun. 
inc:re.ues in leased OC:tWOfk capacity ;1\\l'llilll'ol \lllh thr )'l•·~th ul I"' .1! llt'l~url \('f\ll"t'. rnhant·ed d;U;t ~cn.·tcc 
and intettllChlnJC service- rc:venve:~.. 1nc:cea~c' 111 m.unlt'IIJII•I' t''l'l'U''' dut· 1<1 ru.•tv.nrl. npJn\lun. payrnll C''pe"'<' 
increases due to hiring additional engtnt't'nn!,! and ••rcr.u, .. n, ,,,,,, .~.t .. u;· "11h mnt·.,,r.t, "'' nt ~;c~<Jth '''14..1 lt'larctl 
to equipment sold 10 customen. c;ontnbutcd to tht• ,h..~n~t· 

St:llmg. g~nt:ral a11d admmulratn-.r t'.tJ't'tl •t·' "'' lt',,,,.,a '' • 'lo \t. •· nullo••" 111 I 'I'll• lr• om ~I~ 0 nullum m I ·~5. 
an increase ofS2l.6 million or 14-1~. The lllt'lt'.'"" 111 np(·u,,· ,, l''"n.nrh •d.llt'•l c.• mdt:J,c..t ,,11('~ ,.,mm''"''"' 
as a resulc of increases in sale~ bookmt:'· w .• J,ltll••n '" on, tt'.t'<'d '·"''' , '"""ll~f ,.,,..,.:e. m;arl~tm~ and 
m.anaJemenl infonnatioo systems and J'l:l)'mll t:\Jl<'ll'<' .1loon!! unh rd.otnl , .. ,,,, u.du..tm~ •'lit' ltmc tC\"rullmcnt. 
teiOCahOn and training Upenscs Of the lnCfl"J,('. ,tppw\lfli,IIC'/~ ~: ~ 1111!11"11 "·" .tltllhut.t~lc hl the 10\h.l\1110 of 
EMI operating FC'$UhS. Selling, general anti adnum,ttalne npt'l\\1' 111 \'Nt. ondmlc \ 11 •tullt•lll of anwntzauon 
of de(ened compensalion e•pen~ rt'latt'd 10 rhe C'omrany·, I'Nh I""~ lcnn lnt:t'lltl\t' Plan Unamorht.cd 
deferred compensation to be amontud •nto e-.pcn\c tl\c:r ;•rrr•l\tm.t!c•h tht· rw\1 ' \C:.tr\ amount\ lc> ~ 7 n mdhon 

~pr~c:iatimt and lli'N.tlfll:attutr t! 'f't'ltSt' tncrc: a,c:,l '" ') 1'1 h nu/ll .. u 111 l'l'lh hum Sill ~ null ton •n I ·~5. an 
increase of l9.6 million or 9S._, The!>«: tncrea~~' are 1.hrc<~l' tt·l.ttc·J "• th•· ~ 1-l'l h null•• •n .wd $JJ 'I nulhun nl 
telecommunrcauons equrpmcnt addthon~ c anclu,hnl-! , .tpu .• l l•· .,,,., .u~<l ho ""'" ,,, 'lu""'""' 1 tn I •Nt> .md IIIII~. 

respec:tively. rt'I.:&Unl to onl!mng nt'llwslr- C' \po1n""" 

ltttf'USI a.prnu IOI.'Jt'Jst>d to S3S:! m1lhon'" 1'Nh 1•·•!11 ~I : :-. :J•:•:: .. Il 111 1•1·1<- .• .111 lll.:tca\e nf SZ I J null ton 
or lj6~. Thts tnCft'aK IS lht' result of &nrerc)r C'\(lCfl'(' '"' th•· ~1. .. I'''"' '""·•II«' ul ) I \1) nulhun pnnt:lp.JI 
amount of the: Company':. I:!V.Ot;l, Otscount Note~ and rh,· dl<'d ··I ,, lull HJJ "' HIIC'rt''l t'\(1<'0'<' tm rhc June 
199S iuuance of Sl60 mllhon pnncJpal ;amount,,, tht" (\•lllp.oll\·, I'··'. '•'111••1 .'ut('\ ln.:lulic•l In the: s~~;! 
million of interesr t'Kpense for 1996 was S 1 J ~ null ton , •t mt•·rc't · .,, t ht' I:': •; I>"' • •unl ;-..;,,,<', "fot.:h "a' 
accreled iftto pnnctpal wuhout a casb ouclay 

lmt:r~st und otll'r lft('(ll, tncrrased to Sl2 ~ nun ..... Ill I,, • .,, ''"Ill' I I null!ot/1 Ill I•N\ .. n lnl.'fl'J'C' of \K I 
million Of 20011. rt'sultinr from mlt'rc~! rncomC' cantC'd <>lllht· "'' t''' l'f''' n·.l, "'!Itt· Ma) I'N'I "'ua.nt:c of SHO 
million principal amount of tht' 12'1;t4 Otscount Notr:~. and lh<' '"u.m-t· "' ·',.~~'Ill' ,lr;ue-. • f ('ummon Stod;. 
at $26.00 per shane. combint'd wid\ a fult year of 1ntt'rc!lt mcwne r.unt' I"'' tht" n<<'" pru~·ccd~ 11l1he Junr Ill~~ 
issuance of $160 million pnncipal amo~.tnl of tht' 13'-?'l Scnu•r !"·••c' 

E'.J:tr""rdina,.., loss of $1.6 million tn I~"> rt'lk• I• 1o I ' """···" "',.,.I'"'"''" 1''."·'11"'' od.llr•l lo u:•ct.JIII 

indebtednt'U whtch was n:'('ltld frnm thr 1",., «'f'ch ul •h·· lutu· ,.,.,' '""·"I"' "' ~I hU mtlh•m pnnt:11•al amount nl 
I,.~._ Srn•u• Nutf.'\ <11141 llu: ~rue-otl ol the unanwnt/rd tkft•nt•,l hn.rn, 111~ "'''~ J\\CI(IJicd wllh the 
alldehtcdnc~~ tt'pau.l. 

£BrrDA for 1996 decrc.ased SI~.O million tn I1J9n lmm S h nullu•n rn 1'.1'1<- 1" S• t.a \1 rmlhdo 10 I'Nh A~ 
a pen:entaae of revenue. 1996 and t99S EBITDA wert' arP''""nJtdt 111 li'• 1 •• nd I 7'l. rc\rc~·•Jvt'ly Th" 
decline was the rcs\olh of the accetenuon in the d~ploymem of 1('1', 'Jf'IIJI np.111''''" plan ~~ohtdr ''~mfi~·antl)' 
increa:>(d growlh oriented ('Apentoes (such as in('te3ses m , .. k,. , u'h•lll<'' ,,.,," , ••• u.l n•.U .. t"l .tr\ <"l<•l'rncnt • '"" 1 

prior to realizing cevenues as~«t .. ted with cht'se e•penduurr' 
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Yar ltllled 1995 "" Yar elided 19M 

The Compa~~y' s reveauc an:w from Sl4 ' nul hnn '" ~ 1 K " md lu Ill • II 

in 1995 and 1994 fo. each of the producr linf:~ ~·ere ,., lull••"'' 

LotaJ networil tetVicn 
Enhanced da&a tetVices 
lnlen:Jlchanae services ................ . 
Sy~~ems intepaaion ................ . . . 

I l l ·~ hurn I '.I'l-l ' " 1'1'1~ Rnenue\ 

IV'H 1995 hiiC't'f-

\ II ~ ~Jill! s ~ tl 
~ 1 fl ~ .. , 
I l I M 9 17 fl 
n 2fl IU ~~ 

s '" l ~ .1K f1 S2.a 1 

A Sllbstilnfial portion of lhe incrf:il~ 1n rrvc:nuc W.J\ ckrl\r•l lro1111 ~., .. ,, 1h '" lhr I "IIIJl.lfl} ·, rnhiiiiH'<I<I.tr.t 
iervicc• and the revenues of Phew Ont. In, I "f'hnll<." I htr"' 1 "'"'"' ' ' h.m,:•· ····r 1 "<."\I lur rh(' lull )'<."ill m I'J'J'\ 

The Company acquin:d all or the outsrandm~ commun ''"d. "I l'h,m· llrtt· "" I ku:t11hcr .:!. I •11J.a Munrhl~ 
recurrinJ n:ven~ Jncn:ucd 10 S2.9 million at ()ccembcr 'J. I'JII" tr .. m ~: unlh~>u ,,, l>rarnht•r 11. 1'~'1-1 . .an 
increase of .aS~ . Monthly rccumng revenue rq>rc,l'nh thl' ""1111hh '''" ,... dt.JI}!n l>1l1Jhlr , .. 
telecommunications service customers as of the la\1 tl;t~ ol tlw 11('"'"" 11111h .ued ·""' ,.,, "'''''' n••nrrnutln)! 
revenues for ccnain onc-li~ charae~. ~uch .. , '"'rall.lll~>n lrr' "r ···rurp111C'"' , 11.11!-''' ' 11"· m. rt·a,<." m th(' le\rl 
of enhanced data tetViccs u•as ev1dtncc:d hy the '"~ Tl'.l't' 111 rh .,,,., "lu. h ;· rc" .ll't''"' 1111.11<"1~ I ~h'; lr••m 
appro-imately 900 at Otccmber 31. 199~ '" apprn\lnl .ot.-1... ~ . 11111 ·•' I ,,. , ,.111l'<·1 'I 111'1' r hr !!''",:r.~plu~· 
coveroagc: of the Comp;any ·~ ner"'nrk~ al~o grcv.· 1n )'JIJ ~ JHlll~ollrll 1hro" . . r tile' .• • •Ill• '''I• 111 "' hl'<'l :"rr l'S:\. ln.: 
and FiberNet Telecommumcauons of Cincmn~lr. lm: ,,,IJedr \C'l~ . " hh•·r:"c·r" 1 .uhl till' np.in""" .. r rhr 
Company's intercity network . Monthly rc:<.:umn~ ,,., l'ITIIC" Ill Ill<' ••·•• 1.1. I I' •• r I"'' r'lllll<.'l 11. I •N'I .... ·' ' 
appro•imately S4.2 million annualiztd. an apprm.unatt'l ) -'"'; Ill• "'·"'. tr" l" lht· I'll"' "'·" h .. m i>n·•· mh••t 'I. 
1994 to December 31. 199S. the number of liber n11h.·' 111 thl' < ·.,111p.an ~ · , m·r" "' ~ ' .u, ft'..J,,·.J !rum 11 . 2~ 7 '" 
17.128: route miles incre.1~d from J 78 to so..s .1nd rht· nu111hn "' , " r .. ,, ,. ,_ ,,." .. ···l I•\ JC1 •rndudwl! 
intcreJlchanae customers) increa!.Cd from 8.1-lllto 9,S .lO 

Optratillgt'.lpt11Jt mtotaJ rn~ rtal>Cd b) IK.S'; lro111 \ll1 ' '"•o!:ro•11 l••r i ···•lr ~l· .' """'''"" ' I'''''· .1 ')ll l 
m1lhon 1nc~. Approrumatrly S.:!IJ 5 mrlhon lJI lhe lll•ll'J•<· "'·" .IIT!Ihrl.d•i •· I · • ria· 111clu'"1" ••I !lfl<.'I.AIHI)! 

c:llpen:.c:s relatina to lhe Comp.:my·~ rnretc:Achangc: Jon~ dl\1.u1, ,. "'II,_.. , ·\t'l''""1".1ll'l~ ~~ I mrlhun 111 rtu: 
increase was au.ributablt co the mcJu~aon of FaberNer'' "f't'I.JI•nr ,.,,.,..n,n II~<· "1"''"'11"~ 1c,u1r, uf hh<."r!'lo'rr 
have been included 1n the C•)n~ohdated ruulh ,rnn· :'1.1..Jrdr I. 1•1•1<, 1 111· t. .tl .w , ,. "' rill' 111' rt'.Jw ".I' .-.~u''''l'nl 
~11th the ~ignificant e1pans1on of rhe Cumpan)l·~ ""'ned JnJ k.J"'<ln,·r"'"" , .md r'l'"l'mcnr , .. k, '" ~··''""'c'' 
As a result, the Company inrurrcd a nc:llos!'> of S20 7 m1lhun fur 1 11'1 ~ . .. , ' "lllJI.tr<·d '" .r nl'l J"" "' ~ l I null1on 
in 199-1. 

Funlm~s admi11istrutim1 u,d mumtf'nam·t' 1111d ltnt', "'h "''"'·"''"I>\ l ~t,•: llum ~'i .t 11 tlllun rn 1'1'1-t h• 
$23.0 million in 1995. a Sl7 6 m1llion mo:re.J\e Appru\llll.rtd~ ~~~ ' lltdloo~u " ' tht· "''"'·''e" Ju<' "' mdu\lun 
of the opeoona ~sulu or the Company.~ IOil'rc:•~ hang co ll)n~ Jl\t.an, e 'e II I L I:'\ I 11 .Jdt.ltUl n. .n.:rca)C\ l n 
mAintenance eapcnse due lo network t.rtpansron . payroll e.t~pen~e due "' lurtnl! .a~oh.IJ'uJOal engrn<.<."l rng \taft .mt.l 
cost of goods sold related to equipment sold to cu~tomc:f) ~ontnhureJ '" rhc 'h.lllj1l' 

St'lllfl~. §('ftt'ral. mttlllclmmutrul/l't' c-:tprtt\1' 1111. IC.J \t' ll h) J \.J'~ lrum ~lo 1 uullo"n 111 1'1'1·1 I" ~I~ Cl 1111llourr 
111 19'115 , an $8.b m1lhon mcrcil!.t' . Appro.rumarrly S.5 ~ nulhon ul the rn.rc:.r'c: " Jur 111 rhc: Uldu,tun of rhc 
opcratina rcsulrs of the Company's intete&dlange lo ng tll\tan~<." 'e" r.:c) and ~ \ """'"" '' due 111 1hc 1ndu\um 
o( FibefNet's operat•ng results. The remainm& ch;angc 1.\';a~ llf iiii .J rll) due'" 111, rl' .a'e ' •n ,,,)r, '"nmw ''un' ~' J 
result of 1ncR'aKS 1n )alt~o bookmJ!I-. accounung. m;u .. ('tm~o: .11HI m .tll.l )!<'lll<'lll "''''""·II'"" '' 'rt·n" ,uti . • 111J 
merc:;ased pro pen y 1:1 u' rei aunt: In nc:t ,..urk c."' pan ""II ,,,,, r·uh.u•• ,. n "'"'' I" .•. t.ru .. '" tIll' ( · •" "I'·"'~ ,. 'I'' rh lt••l 
~llltln:.ll rcs.our~c-~ h) mHe"""lil rhe num~r .111r.f , .. ,u lr"·l "' 11 •• ,,1ln .111.! ... 1.-- ··"1'1" •II -r.tll l<r""<'' \ "I 
rhesc: adt.lllrnn.:~l C''ptnt.lrturc' r~ flll.'illly " U'l uttnlled 111 luhm· 1"'11• ~h 
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199,, an tiKreut of $5.1 million. These uteru'c:"' arc •lur. II) 1d.1h'cl In rhe \.1~ 'J nullu•n and S I K 3 nullmn of 
lelecOftll'llunicalionl cquipmcnl 8ddiuorn (includr n~ , ·'1"•·•1 "'·' '"' 1 111 I''''' .u1ll 1 •N~ . r c•J~e~· r,.,·c:/y. rC'Iaung ro 
on1oin1 nclwork e•panslon and inc~aw:!. 1n rhc: .uuurtlt.•ll"u .. 1 u11.111~ahiC'' """•' IJIC'<i wnh rhe KqUiilhOn\ of 
Phone One and FiberNet. 

'"""Sf alld otlvr ;,.C'Offlr inc~ucd l%~ frn m \II II null '"" 111 l'l'l.l •· • \ ·l I uu lhu11 lh 19~~ . ~ '3 \ mrlhon 
increase, as 1 rcsuJI of interest earned on 1ht ~· ;,.~ h OJ \ a1 l;1hk 1 r"m rl11· I''"' n·.J, "' elK •• 11c:n n~ d the Scm or S ote) 
which were R>ceived in June 1995. 

ltlltrtst t 11.~"" increawd by I 02'1% frnm ~ I .' rmllu '" 111 J ' '''·I 1" ~ I I X mill'"" m l ')~~. an rn•·rra'<' nl 
$12.6 million. The liiCRIIie il pirnanly due lu lhc mlcrr\1 1111 uru·,J "" llw \rnll>l S .. rn 

Eztraordi11ary loss of $1.6 mrllion wa!> m~unc:d v.lud1 "'""'h'•l nl ~I .' uullum rn prC'pa)'menr pconaltlC''> 
relating co certain indebeedneu wh1ch w.u rrpJid h om lhl" I'''~ <'<'"' nl 1lu· oll\"rm~· nl 1hr Sen1or Null"\ .mel lhe 
write off of tht unamott1ud ckfened hnancm)!! ~:o'>h ·"'' " 1.1r.·.t "'1111 the· lll·ll'l>h"llnrv .. IC'pa•d 

EBffDA decreased by 51.8 m1lhon or 7-a'; fr(J fll ~~ ~ .. ,u, .. ., '" ,,,.,I: .. ~~~ " 1111l11"n rn l'J'J 5 ''"a pcr.:c:nt 
of revenue. 199.5 and 1994 EBITDA v.·err appw \amarcl~ .' ' : .u.d l • ,,. ;'(",, .. -1~ ·1111' ti l."dmc: v. a, tlw rc: , utr 
of the inclUSIOn of a full year or re\·enurs and l"\pc'll\l'' rd.&llll~' ,, ' , ,.,.,,. \, h.m~ ·· I· •II~ di\I.Jil~l' ~c:n I(C:\ v.ludl 
h:~ve a lower operalina mus•n than the Com pan). \ urlwr "'" h , .. , ,,,.. "" lllrt' l h (' "' ... tdJitlllUl ~rov.lh un r nrrd 
expenses (!-uch as incre~s in nles and ~urpon ~IJII .uhl ::l.u~ .• ·t lnd·•J'II"'"', ' " " r I'""' '" r co~h/ Jh!! r ~ \ C:nuc' 
associalcd wilh these expenditures 11nd thr Comp.an ~ ·' rnH»<lu. '' . "' '" ••· t.,·,l ·", t'" !1.111\l" •11 \t'f'\ KC''> h i IX(\ 

Uquidlly and Capllal Rnouna 

The Company's operation\ have rc:qurrC'd ' "'" l.ullr.cl . ·'I''"'' '""''lmc·nc lor rhr purd1.1't' ul 
telccommunicauons cqu1pment and lhC' lk''i=" · '" .. ' ""' ,, .. ., .o:..t .~o- · ··1··:·.,., . .,, .. r • h~ ' "IIIJ•.u•~ ·, 11<'1""'~ • 
C'ar111al ell.pendlluJrs for rhc: Cumpany y,.c:rc \II 7 uuth .. u ~ >rH> null '" " .11 1o l ~1 ' 1 ~ lllllll"lltn t·N~ . I'N" .111d 
1996. re~pe4:11 vcly . e~dudmg capno~l lc: a!>ol"~ anJ rete, """!lull" .• r • ""' ,., I', ·I'"'<' ut ·'"]u Il l' .I 1 n .-uoncll 1 nu <\llh 
busrness acqu1si1ions. The Company c~pcoct ~ thJc 11 "' dl , """"'". '" 1 ..•. ,. ··· •l ···•.•nh.&l , o~ ra1.11 • ~ '1u1 r ~mrnt' m 
connection w11h !he ( I ) exp:m"c'n and 1rnpnn-cmrn 1 cd 1la· I ·•"i'·''··· · •. • .... ,,.,.,, .. , ~. ' . • "' ,Jc:,, ~n. '""'rrud~<JO 
and dc,·clopmc:nt of nc..,.. net 10o·orl..~. 1111 1 c:nnnc.:h" n "' ... lJtt" .,,,,: t .. :. :"'' • ·••~o l , '"'"mc:r' ru the: Company· ' 
nctworlu. (ivJ purrhase of sw11ct1ts ncccs~.uy for lu, al c:hh.on~c •<'f\ .. e' ·'"'' npan~1on of rntcrc\..:h;m~c: 
services and (v) development of the Company' s rnhan~c:J cJJ1.1 "'" ,.,., 

The Company has funded I substanllal ponlon "' thr"· ,., 1'<' 1\o) ; ltllt'• 1111"11~· 11 lhr rutrll( \ .lie: "' .Jehl ;and 
equity sccunue~ ;and. to a luscr extent. pnvatdy pla~:c•l tkhl l1•·rrr ,.,. rpr. •rt IIH .. uj:h 1>.-.·c:mtrer .H. ~~~fl. the 
Company has rai~rd appro•rmately S212.6 rrulllon from th L· ,,,,. "' 1 "'"""'" ~'"' t- . u..-:u.Jmg <'ommun Stod. 
issued in conneccion with the Kquis1tion~ of f&brrN c: r. J>honr r lnr I \11 ~rt< l \ Tl ~nJ \ ~ ~ ~ tl m1lhun trom the: 
sale of the E•jstina Senior Notes. 

The substantial capiral &nvcsunent requued ro t'lu1kl thr 1 ·,,111'·"" ' r:.·1" '" " ' h .. , rr,u •u·..r 111 nc:t~at i\ C' • .a~h 
ftow from operations after consJckration of mvesung a.:l t\ ltll'\ 1>\c· r till' '·'' ' II\<' ~c.rr pt•m lll Th" ncgata\ e ' " ' h 
ftow after in~testina KliVJIIt5 as 1 resuil of !he rrqurrcmc:n1 1" l•utl.! .1 ' u"''·""'·" p.•ncun ul 1hc Ctlmpan) ·' 
network m :tnt&cipation of connc:ctina revenue gcnc:raun.: , "''"mt"r' l ln· 1 '""!'·"') n1~e.:c' 1t1 n mtmuc: '" 
produ4:e ne1:UIYC Cash ftow .Jfter iRVCSIIni iiCII\•eUC' \ fur IJ u· 111'\1 '<' 't·t.d H,tl, olU<' lo l' ~[>.ilhl<ln :U:h\111(' 

associated with lhe development of tht Company· ~ nc:l\1>111._ .. 1·nr11 '"'"' wul. ·""!I""' alter m, c:,tm~ art&\ cite:' 
is aenerated from operation. the Company wall br requuc.J , .. utth/C II\ \ UUC"IIf .IIIJ lulurc: .... aprral .e~OUI(C:\ '" 
meet its cuh flow requirements. includinJ the issu~ncc ol adtftlu•u.al okhl .rrtl/nr l'41llf \ \ t'l'urthc:\ 

In responw to the new pro-<:ompetillvc: tco Jc: , ,.·run•rr l" ·''''"'' , ... , ,,, ... , ,..,,1 .-.,,.,. l! u,l nr" c ""'' llllllt'nl 
Rc1ula11on " ). rhc: C'omp<~ny has ;KCelcrarcd ond ,. • p.uulo··l '" , ·'I'"·'' "'"~"",,"·''"I 1 •I."' r. • ·'""" lo~r .. n "'' rt·~,nJ 

\t, 



level of demand-driven capiw tipendmg nC'I:<'"ar, In 111• 1H' l .lphll\ npl••ll lhr mo~r~rl nppnlhnul) 111 Thr llllill 
cxchanae marbt. l1lc Com,-ny upcc1~ 111 n I'(' II• I "1h·.c.w1 1 ,,I .mu nmh '" up)!"•dc 11\ l" ~ "ung n~l v. url \ 1n order 
10 swiu:h lraffk wichin l.hr local -.crvtcr arra 111 lh"'l" ,l;lll'' '''hl'll' 11 1' ' un cnlly pl"rnuued 111 prn\·•dr ~uch 
ICtvices. The Company is certified as a C'l.F.C 111 I' '';"''' ;md thr l>"tnd nl C'nlurnh1os. allu"'·'"g !he Comp.:any· 
to provide local ClChanj~e services u\lhO~c: marl~;t,, .1.m.t h.1.' Cl.I ·.C ~cc\\h ... ~tl~lll a.N\h<:;sllun~ pcndm¥- \n 22 ~\<1\t\ 
In addition, the Company ellpects 10 r:~~pend ,·apllo~ll""'·"•llht· lunh,·r •kH•Iupmenl ul thr ( 'umpany'!l. cnh;mc:C'd 
dala service and interchange ~rvicr offrnni:!' 

The Com,-ny cwrrnlly e~umall"~ that 11 "'1ll1c~u1rt· ·'PI''' •\un.1 Tl'l~ \ I 'JCJ mdhon In lund a nti , •po~IC'd up1tal 
requirc:menu durin& 1997, 'lllfhich il cxpcc.:IS to rund lrnm 11, a\,ul.•l•k .- .• ,h . m, Ju,h ni! lhr pn~o:rrd~ olthc Pn\alr 
PIICemenl described tn lhr neat para1.1raph 

On March 7. 1997, the Comp;~ny \nld JO.!IOO ,h,ur' Ll!!t-:rt·~·.lh' II•JIIIol.ollun prdc•rnu· \ 'CIIl,Oilfl.!JIIfJ) nlthr 
Series A Preferred Slock in a Jlrl' air pia~ t'lllt'JII 11 ·'"'·'d'"" ,,., 1'1""''''" '" the." I · .. mr~o~n~· Jlllouolt•d tv 
approJlimately $288.87~.000. Otv1drod\ on thL" Sc."m'' A l'tdt•trt··l ''"' ~ ·'" ulnul.lll." Jl J rJtl" ,,,. 1.\'-:'< ul thr 
ag~p&e liquidllion prderc:nc~ thcr\'nl and .11c po1~ .thk •(tl.lllt·d~. 111 .Ill<',''' I'" 1Jc."mh .u.· p .. ~ Jhk 111 , o~'h "'· 
011 the Company's option. by lhr "'u;m.:c ul .hlthflnll.l l , h,ttt"•. " ' 'oo·r~n :\ I '•.-Jnrc·.r "'"' •· h,,, lllJ.: .111 ·•.:Pf"l!,lh· 
liquicblion prderencr rqual hl thr o~mounl nl ""II ''" t•kll•l. II or 'lo·w·, ·\ i'rdt' IIL'•! ..;, .. d , '' ,uhjcd '" 
m:mda\Of)' n:dcmplion ill II\ hquu.S01ttnn prciC'tcm r "' ')\ll.1llllll"'l ,(l.uc· pJu, ·", ulnlll •• tnl .111J unp.uJ tin tdC'nd' 
on Marti! )I ' 2009. 1M Srrrn" l'rdcrrl·d s .. ~ .. a.. "'Ill I>\' ,,.,r.·.·m .• lok .II lhl' P;•ll• IJI ••I !IU.' ( 'nrupJil~ oil Jll~ IIIII(' 
:~fter Marth 31. 2002 at rate~ conunt·ncm~ "'"h J(lh 7\' ;. okdlllllll' '" (1~1'; I'll .\t .... h ll. ~1107 

1lle Com,-ny may. at 11~ opuon. C'xchanl!c \U/111." " ' J l. ,h.U<'' "' rhc '>t'IIC''> ,\ l'rdt·rred Sto,· ~ lnr thr 
Company's l)~tA> Srnior Suburd1natcd Dcbcnlurc~. t.lut· :::tlii'J llht· " I: \d1.m~··· I >toh,•nlurc' .. , The 1·. ,, hangr 
Debentures mal~ on Much ) I. ::!009 lncrrc't •m the• I· '' ho~n).!<' (ld~<·nlmn " 1'·1\ .1hk ,crlll Jnnuo~ll~. and lllil~ 
be paid in the form of OJddllcon:JI E:r.t:han~c ()eh~·muu·, .tl thr Counp.u•~ ·, "P'I"" f·. ,t.hJnj:t.' lkh,·nlllf<:'> "Ill he 
redeemable by lhr Company mt any tl/11(' aflrr Mo~rt:h ll . ~IJU~ ·'' 1.11n "orstrll<'ll' Ill!! \\ith I fit• 7 ~·; .1.-.1 111111!' '" 

I 00% on Much 31. 2007 

The Company e~tpct:l ~ I hat '" "' JIIJhk .- o1'h . wduohnl' I''"' ,.,.,h lr "l" 1l ~o· l '11' ,,,,. 1'1.1"'""'111 '"" he 
sufficirntiO fund 11~ accC'Icr;u rd and ~llpo~ntlcd <.:a pllJltkplot~ll ll'nl J'l.lll th i"U).'h ( •J<~K 1'11<· Coornp.m~ t.'\ )"l('d' '" 
rrquarc addiuonal tin:~nccng 10 cont1nuc sh <.:.sprlal dt•pln~ nwnl pl.1n h.- ~ 1111ol l'J'J)( I he." Comp.111~ IIIJ ~ uhl arn 
additional fundtng throu&h lhr ~.1le of publ" vr prl\ att: Jd•c ~•~oL'"' <'•JIIll) "'' uro11n " ' rJu,.u.:h _.., urm~ o1 h.m~ 
credit facility . lbere c<~n be no a~~urancC' a' 111 lhC' a' .ul,1lulor\ "' 11w ••·1 m' "!'"" "111, h '"' h tuo.•n• ~~~~ uu~lu he 
available. MoreovC'r. t~ F.-.,unt~ Srmu1 r-;,,,c, .;wd lht· s,.,,,., ,., I.,,....,, r.J "'"' ._ ""I""'' , crt.llll "''"''''"'"' upun 
1hr Company's ab1hty to ln\' Ur add111unal mJchtrdnc" or 1\\Ul' ... I.J,: .. ul.ll pr<'lc:rH·J ,,., ... ._ 

The Company hu from umr 10 lcme ht"!d. an.J t.:onllnUt'' "' ho~(,f. prt'ltllllll.ll\ •h''" ·'"HI' \\llh 111 I'•'TC'nllal 
strategic mvcstors (i.e .• investors rn thC' o;.:~mr or a rC'IatcJ hu , llll'" 1 "'"' "·'' ,. t''l'"'"l"" . 111 tlllt'lnl '" mo~~rn~ an 
inveslmcnt in or acqutnna lhe Compan). 111) pcllrnllal J""'' H'nrutt· po~r1r1rr' luu~111: "'"'"'J lorm;mon of 
stra1e11ic alliances lhat would e apand 1 hr re01ch ol !he: (-.•mp.m ~ ·' nt: 1"' • 111.. " ' '<'" •~ ., "'11 huu 1 nc:~·c ~\an l )' 
requinng an additionaJ inv<"slmcnl m I he Comp<~ny and 1111J ~ urupo~mc' ch.u rC'prc ">t"fl t pnlt"nllal aC4UISIIIOn 
opportunities (or the Con1pany . Thrrr c;an br no a~~ur;m•r th.ll .1n) J~''"''"''''" "'11h .on) fM>/('Jlll o~ l 'froliC' I= I<' 
investor. joint venture panner or Jcqu1~111on tvgrt will tx- rC'a• hl."ol no~r ,f, l(" , m.LII.•~··III<'nl hd~t·"· th.11 Jn~ 'ut.h 
•sreC'ment is nrcC'ss.aty lo succcufully 1111plemen1 11, '""'l"~l' t•l.liL' 

lmpa~t or Inflation 

Inflation has not had a Slllnlltcanl 1m pact on the Cnrnp.1n ~ ·' "I"'J.JIIt "'' "' ,., ''"' I'·"' '""''' ~.: .u' 

ftem 8. Filllltt~iDI Stt~lf••ullts t111d Sljppl,-m,-ntGry /)ata 

The financra l statC'mcn<) li\led in Item l~ t a H It o~nd • ~ 1 .ur 111, lm1r•l 111 1111 . "'I'"" ''•T ' IIIIIn ;• "" I' J~t: 1· 

17 



.· . 

ltna f. Clllufwn ;,. and Disqrtnruttt~ • ·ill! .·\ rnumta~rll "" :\cct~ulltin~t and f 'inattritJ/I)isclusttrt 

None. 

PARTW 

Tbt information rrquued by lht\ Item 10 " " " ooq~ •t.tlc'ol lo1 t<:ktc tll"r llum the ·nfllrm:tl ton .:aph un.- o.J 
"Proposal One : Elecrjon of D&rc,ltsr' " ;~ml " I. 'I.<'<~JIIH' Cltltu'" · · c,t he utdudcd m the Cump~y's. pruP.y 
slalemcnt lobe filed in connrcllon ll>'sth thc .mnu.sl llH"<'Isnr ,.J ' ' '" kh·siJcr,. 111 he heiJ nn Ma) ~:!. 19'J7 I the 
"Pro11y Statemenc'' ). 

The infonnalion required hy rhr\ [tcm II '' m, "'l'"r.ut·d h1 tl'l•·•··nu· fnHn thc mlnnn.uum , ;tplt•mrol 
"Etu:cutive Compens;arion .. anJ "(\1mpar o~ts1 l" ..,,,,·1.. l'o·rl"llll.lll<~' · '" lot· til· luokol "' thc l'ru\ \ Sl.strlllrlll 

Item 12. Sn11rily Owr.,nltip 11/ (.,,,;,. lloujtn11l o ... ,,., , ,,,./ .\lmw~l'ml't:t 

~ mformatmn rrqurrrd hy t ht~ hem I~ 1' 111, " ' I'"',,,,.,! "' ,, .• ,.,,.flu· lr"111 rh•· tnlurmattt•n .:;~plluneu 
" Bencfici;al 0\\lnrrstup" to br tnduded m tht" p,.,, ~ \r.,·,·m··nt 

The tnfonnauon requtred by tht!> hem I' 1' on• "IJ"r.ot,.,J "' "'I<'H·n.-<' !rom lh.: mtonna11un \.'Jpuuned 
"Cert:ain TransiiCtion~ · · to br Included 111 th\· Fr .. " :'>l..tll'llll'lll 

PART IV 

(;t)(l} and ( 2J Fin.Jnctal St3temenb and Fmanu.sl Sl.ll<'llh' lll '>. lw.tult"' 

Tbt followinl consolid:lted fln:anetal ~tatemcnt' 111 rhr c ··•1111 ' ·"'\ .ond IIH' "'''(' ' thrrC'h'. rhe rd.ltt•t! rcptln' 
thereon of lhe indeprndenl ccntfied pubhc ao:cuunt .~nt ' . . o11ol 111o.m. o.o! ~.ol<' llH'III ,, hcdulc,, .Ill' hletl undt'l Item li 
of this Rcpon· 

(a) tl) F1nanctal Statements 
Report of Independent Ccn11ied l'ut>ho: "' • • '""' .onr. 
Consohd;atcd Balance Sheet~ ar Dncmh•·• II . ,.,.,, .m•l I'Nfo 
Consolidated St:uement~ of Ope ra t1"n' '"' tl11· ~ , .. u' o'lhll'•l I k , c rnhe1 .ll . I'J'>~ . I 119~ . 
and 1996 . . . . .... . .... .. . .. . . .. . 
Consolida&ed StatemeniS of Scocktlolder' · E~ull> '" ' the ~··ar' ended [kremhcr -' l . 
1994, 199~ and 1996 .... ..... . 
Consolida&ed Statements of Ca~h Flo~' '"' tbt· ',·.u .. t'ohh'•l I,,., •·rnher ·'I. I 'JY.; . l 995 
and 1996 . . . . . ......... .. . 
Notes lo Consolidated Fin11m:•al Sliltcmt."nt' 

(2) Financial Statemenl Schedule~ 
Schedule II- V;aluation .1nd Quahf)'"'.: A,,""'"' 

F -1 
f . ;! 

F·.' 

t· IS 

All other financtal ~uucment ~ehcduln lur wlud1 P'"' ""Ill " nl..t•k w tht• o~ppll.:.1hle -£n:uunun~ ret:ulalllln 
or lhe Securities and E .. chiiiBC Commtssion (the . 'Cillllnll\\11 111 '. I .!fC 11<>1 rrqutred unJcr thr 10\lr\n:lltlll\ '" lc t•m 
II or arc in applicable. anlf lhcrc(ore hne brcn om1Ued 

\l( 



.• . 

........ -· 2.l(a) 

l.l(b} 

2.l(c) 

2.2 

2.3 

2.3(a) 

3.1 

3.2 

4.1 

.. l(b) 

(3) &hibill 

hlllbll 

Acquisition a~ment ~~w~en the Cumpany and Plume One lntemauonal. In,· dated 
Novemba' 9, 1994 (the "Acqut$ttion Agrcemenl' ·I bhtbll 2 tu the Comp01ny ·' Quancrl~· 
Report on Fonn 10-Q for the qu.uter ended Septenthcr )0. 199-' filed with the f'ontml\\ton or 
NO'IIem~r l~. 1994 is inco!pOr:ued herean by rc:ferenl·e 

AmcGdtDala No. [to the Acqutsthon Agreement, dated a~ ul De~:emhcr ~. IIJ\14 hh1h11 ~ llbl 
CO die Company's Curreat Repon on Fonn 8·K hied wuh lhe Cmtuut~\1\10 un Dccem~r 14. 
1994 (the "1994 Fotm 8-K·· 1 IS lnl.'lli"J'HIIiltcd herem hy tclcrcn,·c 

Leuer qrecmcnt d.Jt.cd Decem~• lh, l'IIJ4 h~·lv.l'cn the ( \unpany anti l'hont.: One 
lntemarionaJ. Inc. E~thtbll 2 I h. J 111 the- < 'umpau y'' Cum:-nl N.cp1r1 on hmn ~-K lilcd v.uh the 
Commiuion on January 27. 1995 ~~ tncorpmatcd herem ll~ rdcrenc:e. 

AgRement and Plan of Merger. dated as nf Fe-bruary 1~. J'}~'i. among the- Cumpan>. FAC 
Acquisition. Jnc .• CAC Acqutsthon. In~·. hh~·rNt·t liS,\. lrh htwrN<"' ·1 ··k• nntmum~ .1hun' 

Cincinnati. Inc .• James F Gc1~er. Mat~ A !\1., •• ~, luwph ,\ I nrt .. rc-111. l'c:lnl(clh lndu,tnc~. 
Inc. and Santo ~trocelh b.htbrt .:! ~ lu the Compan~ ·, t\nnu.1l Kcp•r1 on Fom1 If}. I\ lor the 
year ended Decem~r )I. 1994 ts rn•••rp•ratcd hl·r~•n t.~ rl'lc:·.·n,·e 

A5Kt Purchue Agreement Uhc "E~II ''""t J'urd•.•w Aprt·m,·llt .. 1 tl.tl~7tl a' ul l·cbrua~ 1H. 
1996 among EMI Commumcallon' l'orp. I .• tc:m Ml'\\;l~t·. In• . La~tem :\ln,.otge nl Nev. 
Jersey. Inc .• E.uu:m Messag~ oJ' f'cnn~ylvama. ln.: . l:.,,tc:w ~1•·"a}!t' ••I M.I"Jdlu-...;·tt· ln.: . 
Eastern Message of Maryl;~nd. lnt·. Nl•whuu,._. lhot,,J,·.,,tlll~ ( ·.,I"J'H,r.111uo ..1nd lntenurdta 
Communications of Florida. Inc l:);hltut.:! '"' thc: Cttmpany'' t\nnual Repm ••n Fnrm 111-K 
for the year ended Dccemhcr ~I. 191J5 llhr "1'195 F••m• Ill 1\"1 '' llll.'lllfl4ll.lled he-rem h~ 
~ference. 

Amendment No I to the- EMI A''C'I l'urdto~'c: :\f'H'cm~·nr J·,tubn ~.! 1<• !he ( "ump..1n~ ·, 
CiJm:nt Repor1 on form 8·1\ liled ~A>tth Ole ComnH"I• >II • •n Jut"' : ·'· I 'l'lh 1' rn, • •r1 .. •t o~lt'd hi.'ICIII 

by reference. 

Restated Cemtlcale of lncorporauon u( JCI. tnJ,:l'lh<'r "'Hh .111 .um·tllluwnh thcrch• 

By·laws of ICJ. togelher with aU ilntcndmcnl\ therch• l.\luhct ~ ~co lht· Comp.m~ 'l·unn S-1. 

filed with t~ Comm1sston on No11em~r H. IIJ'" t ~.. l\ '•'let'> l 1 II he '"I • ·•rn S ·I .. 1 '' 
Incorporated herc!1n by r~fereoc~ 

Regi~ttltion Rights Agreeme-nt hctv.·c-C"II thr ( · .. mp.ul\ ·'"" l'h .. ur t hu· In <'lll.lll .. u.•l. In~ .• t • .ued 
Dccem~f 2. 1994 Eduhll 4 I'" 1hl' t·~·M h•tm K 1\ "'"'"'l'••r.Jtt.'o..l ht.'1~m hy relcren..:e 

Amended and Res~tc:d Stockholder~ Agrt'emcnl. dare-d .J\ ol June 'i. I'J9 . among lf'l. Ro~n 
Bcn1on. Rithard Anthony. James Bun. MiltY Cuuture. Ro~n lfard1C". Sh,·ryl HnuH. Thumas 
KJ~mp. Richard Kolsby. William Millet. D<~ntel Mnntague. Su,.m Rodu~uet. ll.uh.uo~ S.mt"'"· 
Karvatd Southall. Bn.tec Sutcliffe. M:annn S.mwm J,..,,.,,h ·\I'A l:,n•hutr II. N.uwnJI 
Westminsler Jenc:y Trust Co ltd • ('u\l<ll.llan l••r AI',\ b,, chwt ·• -nture C.aprtal tfoldang!l. 
(Jersey) Led. Morgan Holland Fund L.P .• MIJW Venturi.' P.trtner' l.muted l'anner'\htp. 
Michiaan Investment Fund L.P. and Philip E. McC:anhy. Vr\IJ 1111. P. Kmnl\h. l.~t·b. Werner 
& Kellmaft Profit Sbarin1 Plan and TruM f/810 Ralph J Sur, hfk. ~""' y..,~ I 1ft' ln,ur.m,,· 
Company. and Community lnvt'stment r .• nnC'I,. I I' 111w · ''-~•'• ~ '"''·"''' ·\•~"'""''·nr' · • I ,lulut 
-' l(alto the Fnrn1 S-1 '' utrul'fi4''"'C'd hrr<'lll h) rd<'"''" ,. 

Amendment to Stoc:kholden. Agrct'ment dated ~n ul f·chru;.a.r) :I. l't4 ~ h.h1h11 4 It h 1 h• the 
Form S·l ~~ tncorporat.cd herem by rt'fcrcnc:c. 



·' . 

N....., 
4.2 

4.2(11.) 

4.3 

44 

4.5 

4.6 

J..7 

4.8 

4.9 

·UO 

-4 II 

l 0 I( a) 

10. J(b) 

IO.I(C) 

10.2 

t.:•hlbU 

lndenNre. dated as of June 2. 1995. bctwc4!n the Company and Sun83nk NattonaJ Anoctauon. 
AI trustee. Eahibil 4.1 lo the Company·, Rt"~a,u;sll<~n St.tlt•menl un rurm S-4 filed wilh the 
Sccuricita and Ekchange Conuau,,aun • ,,. Junr .'II. 1'1'1\ • N•• II 'I H,l) 1 Uhc ·'Form S-4 • ·) ~~ 
incorpol'lted herein by reference. 

Amc'tldtd lll1d RuCAtc:d lncltncut~. d:w~d a.\ of Aprrl2t•. /YY/1, gm·cmmg lh<: Comp..r~ny's I J~~ 
Series 8 Senior Nocer. due 2005. bc:t'\lloeen lht· ( 'nmp-'11) .md SunTnnt BiL"'l, Centra! Aond.t, 
Nari~ AsscK:ilaion. as uustee. Ea.tuhlt 4 l ru the Company·~ Cuncnt Repon on Fonn 8-K 
fiaect with &he Commission on Apnl 29. 1996 •~ mcotpnratcd hc-rean by teference. 

Registration Rithts Agreement. dated a~ of June ~- I'N<i .Jm••n~ the Company, Beat, Steams. 
& Co .• Inc. and Morgan SWtley & Co. a!- mau;~l purd1..1'cr~. hh1bat 4.3 to the Form S-4 as 
incorporated herein by tefc:rence. 

RtJhl!> A lfC'CniCIII dltetd ;,~ uf Man h 7. l'l'lf,. 1 ... ," 1'1'11 lutl'flu•··h.l ( 'nnuUUIIIt'IIIIUII\ of Flnnd:a. 
Inc., and Conlment.tl Stud. lr;an-.ft'r ;uul lrml c ••rnp.un I· •lulur ~ I .,, the < 'Clmpany'' Cu!'Tent 
Rcpon on Form 8-K filed wtth the Cumnu"·'"l' "" ~t..rdl I ~- I'I'Jt• " 10\'lltpor:ued here-m by 
reference. 

Amc'ndmcnl to Right~> Agreement. t.I.Jit·•l ,,, ·•I 1 ··h111.,1~ ~11 I'N7 bc:cween lnlcrmedra 
Commun&cauon!> Inc. and ConuncntJI Sh" I. l 1.11 .l,·r .\ '""' ( ···mp.tn~ 

W:urant Agreement. dated as of F<'hru.tr~ 1 s. 1'1' .. ,,...,,\ n·n J( ·1 ..1nJ ,·crt:nn nl tb ~h:o.:kholder<> 

Exhibit 10.16 to the Company'::. Form S ·I '' 111. "'ll< ''·'"'•! hcr('lll h~ rclerence 

W~ti'Tant Agreement. dated as ol Junt: ~- I'NI. ht'Nn·u 1<'1 and New York L1fe Jn~urance 
Company. Exhibit 10.17 to &he C~omp:..n~·, hum.., I "m,urpurJted herem by rcfetence. 

Form of W:arranc Agreement. dated .t' "' ~1."' h -1 1'1'1;, ht'l"'t'l'n 1\l and ..:en.:un elf rt\ 
!>lock.holdc:r". b•hihlt 10 IH tn the Cump.lll\ . I "1111 '• I •. "" "11'"1-•IC'tl he-rem by rc-ferenc(' 

lnc1enture. dated a~ of May 14. J<Nf•. '"-'l"•···n 1lw 1·, •ml'-111\ .r:;,J Sun Tru-e Rilnlr.. Central 
Aonda. Nahonttl A~<.cx:Jahon. a!> tru'll'e I ''""'' I I r .. \r~u·u·hllt'nl Sll I '" rhe Company's 
Registration Sl.:stemenl on Fum1 S- l 11 • '" .::" ..... •u I olt- S• • t '. l~ 7 lK 1 tiled ""'rth the 
Comnuss1on on Apnl Ill. 1996 ts mo.:urput.Jil'•l hl'tnn h~ rd..-ren.:c 

Cendicate of Designatio!! of the Comp.m~·, )t•·:'~ S('nc' A and Sene' 8 Redeemable 
Ex<:hangeabk Preferred Srock due ~Oil'• " , "'''-"n' d '" 1lw c · .. rns•-lllv·, l~c,l.ll<"•' !cn1fkatt nf 
lm·nrrc•r "''"" ,,, ''""'1~<1•··1. hlr•l ,,, 1 • "'"" • 1 •·. •I" ,. , ... ,, 

Keg1~trauon Raghcs Agreeemc:nt. d:acc:d "' ol ~t..rd1 ~ 1'1'17. h} .snd ;uJ'Iong the: Company and 
Bu.r. Stcam5 & Co. Inc. Morgan S1.anle~ & Cu ln.nrpnlo~ll'ol .md Sa omon Brother~ Inc . .u 
the initial pur<:hawn. 

Cenificate of DestgnatiOn. as amendt>d. ••ltiH· f '''"I'""~ ''\.:-11c' <: Prdt>r•ed Stock n ~;ont.:unt'd 
in the Company's Restated CenJticoatc ul ln"'IJ"•I-•''''"· "' .. ,.,l·nded. filed a~ Exhrbn J 1 to th1~ 
repon. 

1992 Stock Ophon Plan. EJthlbll 10 I (II till' h•llll ' I I' "'' urpo•rale.J h('rern hy f('ferenr ~ 

Amendment to 1992 Stud; OpllllO l'lau .l.tlf'.S ~~.., .'II \'1'1 I 1·. ~hll>ll I(} II n' Ill the hmn s ·I 
1s uw::orpc.m:ued hetem by reference. 

Long Term Incentive Plan Exh•b•t Ill 111 1 ro rh,. < • .. n11 .on}·, 199'\ F••mr 10·1< ll> mcnrp.•rated 
herc:rn by reference. 

David<. Rubert Employment AJreemenc. cl,,t('d ~1J~ I. IW\. ~''"<'en Oav1d C Ruberg and 
ICl Eahibit 10.2 to chc CompJm ·, 1<~'1'1 '""" 111 1\ '' olh "'l'"'·•lrtl herern hy rderenct 

.... 



... 
.. 

10.1 

10.4 

to.~ 

10.6 

10.7(a) 

10.7(b) 

l0.7(c) 

10.11 

10.12 

11 

11 

21 

23 

(b) 

f ........ 

Suhtfut. dllfd AI.I'U'I JR. 1~'\. l~t·l"llt•t•u I< I .m.l l'h.um.a• \ M.mal(rmrnt St'niCC:!'.. Inc for 
ill princ:iptt t•ecuriwe offices located .11 lt.~'i ()uc-t·n l'alm I ltiH', Tamp:~. Flund:~ Edub11 10.3 
tome Company's 1995 Form IO·K •~ mcurp.,,;,h:d ht·r\'111 h~ Jt•krc:ncc. 

Scoc:k Purchase As~ment. dated a1. of fc:hru:~f) IK t•n<H .• unung ICI. Mannn Samson Jo~eph. 
litoben BeniGn, Bamua Sam11on. limn: Sut. llllr. w,u,.11n Mlllt'J. Rarhatd Knhhy. and 
National Wesrminster Jer~y Tru'1 < ·u l.td. ( ·u,h~tll.tll f,,, ,\JIA l:~l."cl,,m V<"nturc: CAptto~l 
Holdinas (Jeney) Ltd. APA Excc:h1ur U. Mur.:.sn llull;m.t t un•l I. I'. ~mw \'cn!U!~: Parruen. 
Limiled Pannership. M1ch1gan ln\·<'\llllt'nl Fund L I' . .and l'luhp 1: :\ti."C.lrtl•). a~ amended 
Elthibit lO.Il to the Fonn S·l I!\ mcnrp.•ratt'd lwr\'111 I">~ rdcr~:m:t' 

Stock Purchase Asreeml!nt. dated a' nl :\t;m:h I X. I•JS!( .am""~! ln. Manon S;am1onn Jmcph 
Robert Benton, Buba.ra Samson. Brun· Sutdlfk. W1111JIII ~1JIIt·r. R•··hard Knhhy. and Vt\t.:l 
Ill L.P .• Moi'Jan Holland Fund I. P. ~mw \'<"lllur•· 1'.111111'1'· I mnlr•l l'.u1m·r\hlf'l. ~hdug:Jn 
lnveaunent Fund L P. 01nd Kmtmh. l.u·h. Wnun ,1., lldlm.m l'r<~lll \h.uw~ l'l.m .md 'lru\t 
FIB/0 Ralph J. Sutcliffe. a' alllt'ntkd I duhu 111 1.' , .. th• f .. ~,.,\ I ,, ''""'l'"'·'tl'd ht·rt·m h\ 
reference. 

Stock Purchase Agreement. dated ;,, "' Jul:. IX. 1''"'1. bt'I\H't'll ICI .md -.;,.,, Yurlo. l.1fl' 
Insurance Company. Ekh1b1t )() D llllh<·l·nnn \·I •· "''"rl'"'·'"··1 ht•rcu• h~ rdt·rcn<t' 

Stock Purchase Atreentenl, dated '"'' "I J um· '>. I,,,,. ..- .lfll<'lult·d llht• · · 1'1'11 \h-...1.. l'ur. ha~t' 
Atreemenl''), among ICI. Ne~· Yml.. I elr hhul.uh ,. "·'''''"·'\ \\·<",llllue,tt•t l··""~ 'ln"t Co 
led .. Custod~an for APA Elll'd''"l \'•'""'"" 1 ·.,pH.tl 11··1.11111'' • J.·r"'' • I r.l. ,,,.,, I· "''h~<or 11 . 
.Morsan Holl:and Fund L J>. \'1'>1.1 !II I I'. !\WW \'t•nt~m· l'annrr' I wuc,·.t Pannc:r,hlf'l 
Mi,hitln lnvcsuncnt Fund l P. Phllrp I· :\.1, t ·.uth\ ( ·.mullmul\ In' ,.,,n~o·1•t l'.u'ln<"r'. I 1• 
and Ktonish. l.ieb. Wctnt"l & Hdlm.tn l't .. ll! 'ih.u•nr l'l.u• .eu·l ln"t I /lit• 1 IC1II'h I \uk l1llt' 

E•hibll 10 14(<~) to the Form\.( 1\ m'"'l'"'·'"'" hnnu "' sd··~c·n, ,. 

Amendment 10 1991 Stocl.. f'ur<ha'c Ar~<·,·rut·nr .!.ttt··l ·'' .. 1 \f.,,, h _• !''''~ I· \/11h1t Ill IJ•I">J 
to the Form S·l ~~ mcorporatt'd hrrrw h~ n·ll.'rt'lh r 

Instrument of Appro,·.:~!. datell '"'' uf Fduu.u' _,I 1''''·'. ,., ; · ,, : .•. c.' •h•· I'N I s ..... ~- I'm, h."c 
Agrcem4:nt. Exhib'l 10 141c; J lo thr Cmnp.sn> ' I .. , "' \ I 1 :. • ·: I'• •r.lln.l h~·tt'lll h rrlrn·n, 1.' 

40 I (k} Plan EAhiblt I 0 20 to chr C"ump.sny ·' f-,.m, \ I 1. "" ·q ·· •t.eh'•l ht•tt'Ht h} rdrH'IKC' 

Frame Relay Serv"c Program Agreemt'nt .• l.n,·.l '"'f'lt•mht•r I ~ l 'I'IJ •• n~o•n,!l I'·'" !'oirl. ln~ . 
ICl. EMI Communic.Jhon~ Corp. lnll.'t-'1.''''" ~··r""'~ \rr""'' .n, .tnd ~IRC 
Telecommunications. ln.:. Ekhabll 10 I! tu !ht· < ·.,,"!'·"'' ' I'"'' l·urm Ill 1\ '' •nu•rJl<lf.Jtcd 
herein by reference. 

Srawnent lite: Computauon of Per Sh.ur Earnm~' 

Statement lite. Comput.at10n of Ratto\ 

Subsidlll'iti of the company 

Con~nt of Emsl &. Young llP 

Rc:pons Oft Fonn 8·K filt'd In the fuurlh .,u.U1t'l "' I 'I'~" It;,.,, ..• , ........ 1\'f'"'" 1111 r .. , Ill )( to; 

filed d~o~rina the fourth quaner nl I~% 

II 
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Glossary 

An'l'.fS CMfJI'S-The C...,.lt'' patti h~ .111 lllfc•fc· ' ' h.lllt''' ' .111 ,.. , ' " ·' I I t · loor lh<' ulljllnlllun "' tt'lllllllilfrun 

of the I XC"• c:ulfOIMr's lun1 dr~tanc:r ~·aJI, 

Accf'SJ Urt~-A. circuit that ("Oflnt'CI!. a ldcJ>hum· u-.n t' ct , , , '"~~'' • 1o • 1 hr puhl" '.,. '" lw-J 1clephnnc nc 1 v. ~>rl. 
The lk.'~t'u line uwally connecr' lo :1 telcphunc .11 lht· <""·'"lcwc ·. n~ol 

Aul'ss Nodi'-A None I switctung drvh.:c. -..-. lm h nlt'rlth ctu· prn<'n"· o l thc- f) :'\.IS ~00 ~.,.uch ru :~ rcmruc 
site. such as an On-Net buildin1. The A~.:cc~\ Nud~ Ill"' 1tln mrr cl.tu'' l••r llnr lCJnncrlf(lfl\ 10 the network. ~nd 
prcwides concentration of lines back In rhc I>M S. t,oo '-..11d1 

Acct'.U Trwnk-A ClfC\111 !hal ("Onnccl\ J !clcphcmr 11'<'1 ' I'B :\ "' uthcl mldii~Cnt dt'H(t' 10 thr puhl" 
switchtd leiephonc net wort. An .~~:.-c-'' rrunl. " ,,..,Ifill'•' '" . ·'" \ ,,, ,,. 11 ·'"" th.m .m oll."lt'\\ hnc. \lnlt' u ,, 
accessible to a number of u.en. 

A TM (A.,ynchrunou~ Tr111t.f<'1 Mclllr t t\ 111· "Inn "''''""·'II"" IL,,.,,,.1 ' t.uul.u.J ''"'' ,,u., ... ' p.td.~tllc•l 
\'oice ;and data to share a tr:msmiSMun (lflUII :\I~~ plo\hk ·. """II l.'lt' .•lcr t•lh<lt:n, :- rhan r~pu.:al o;hJnn<'lllC<I 
ttansmi~Mon med1a. 

8tJ"J"·•dtll-The ranl!e of analoi! fft'4UCII<tt'' "' lilt· l•ol r.or.- "' .Jt)'lt.d ' ll' 'l .ol, rh.or , an ll<' 'uppo!llt:J h~ o1 

Clfcuil or dr\' ICC. The b;mdwrJth nf a pant.ul.tt '''"u' 1·· ,.,.,,.r olh .t..l \'lra ont"<. h~ the mc.hum rr,cll t-..uc. hll<'r 
optic ("able. ere. I and 1hc ck\'ICe rh.;ac lfan,mu, tht" ''~'"·'' '" th,· tr ·"' ' "" " '' ., mc·,hum IJ.J,cr . audltl amphhcr. ctr 1 

Bdl S.HU111-The n.:nnc: Jl\'t'll lu lhC' l .1r~~ - ' 1111:lc t'nllr~ th.11 • "I" I '"":J \!oh ,JI .11~ lclday AT&T and the 
RBOCs. mcludins Bell Laboraronco~ anJ urhcr 'uth11h.111n 

CAP ICompctlll\·e Accc:r.!> Pru\ •lko- '' nar11c '" ' .o, .>h'J.'"'\ .. r r . ... . tl 't''"' .... £'" "'dcor that appeare-d anrhr 
l•te 1980' ~ . "'·ho cnmpclrd With lt>~:a l IC'IC'J'h"nr , ''"'1'·'"". I•\ 1•Lr• '"I' ''' .. .,." hhr1 opltl' l :ihlr\ rn ,, , tl\ .met 

1o0ld vanoo~ pnvate hnr rrlecnmmumnll""' 'c• \ 1' t'' '" ol1oc·· t , "'" I"' ' ' ' '"" '" rhr I• 11. .ol tdcophnnc , .. rnpo~n~ 

Cl ;\'I HI.\' A C'rlllr:tl qfht ,. h.t'l'•l l•u ... , .. ·· •· f, t·h· '"' · 1. • • 11o 11 • · . .,,·111\ I'' ' ' ' "k' tht• "'~'' "orh lht' '·Ill"' 

\("f\' I~'C\ ,, .I l'ltX . .... lh•Hrl rhr '·•Jnl.ol Ill\~ ··""''"' 'I ,,, •. I'll'. ' . rolo·· • .. , ·. ,, .... "" h tok .l.olto•rl '"''·'''"II t!t.ohng 
(:.! lhtOUj!h :\ diJII q, l'U~IOOlllrd J, tn¥ t.h\1,111< t' t .o!l J 1,111d lilt!' 11 o.J 11 ,,. I l!lf'lll .1111 h"r 11.11 II tn c·o ltJc ~ 

CL£C <CompehUve Local f.J.changc Camcn ,\ ,,Jit'f"l~ "' tt·kphurtc: \C'f\l(c Jlrmtdcr r..:arrtrtJ th.:tt 
offers scrvtccs \tmtlar to che former m•)nopoly lo,: .ol ldq•h .. ra· , ""'!'·"" . ·" rn t·ntl~ .JIJu.,.cd by ..:h.:tngc~ 111 
lrlecommumcahon~ law and regulahon A \I.E(' nt.J\ .th" '""' k .. rhr l t\pn of tclc.-.unmt~n•..:aunn\ ~f\'ICt'\ 
llon1 dl\lance. ric I 

CLI:'C ICentfkaiiOn)-Granted by a 'rate puhlt, 't'" ••t' , "111111"""" "' puhh uttlll) .:om••·•l>~Jon. rh" 
aiJowr. .:t lr)c(;OrnmunJC.:tii011S SCf\'KC~ pro\lder lhc lco~.tl \l,uhllll)' '" nllrt i<lt .tl t'll.dt lllJC' lclrphonc l>Cf\'ICC~ tn 

d1rec1 competition 11111h the incombrnc LEC :~nd other Cl 1·.(' , \u, h, cnt ht"a tu>n' arc granced on a \late b> ~t.;atc 

basis. 

CO rCentral Office l-The \""tu.:htng ..:enrcor ~IHl'• •r , c·nlo .ol , or . "'' lrcllun.oiJIII! lo~..:rlrty uf a l•,.,·al rC'Icophonr 
..:omp.:tn) 

Commurucatwru At·t uj 1'114. T'lrt- 1 he hr\ t 111.1)"1 k tkl .tl k~l, l ..tlo• •n rh..t l r'IJhlJ\hC'd rule\ lnr hru.:tdO.:J'>I 
and non · bro.;adca.ll communications. borh wtrc-IC'" and "'"l'd ct·lc phun} 

(,,,,., trrl IIU11tlr"lf A hlllhhnJ! 1h.11 1' , • .,., ,.., ,..,1 " • ,, . ,., 'I<' I . ,,. . , " • · • ~ ' '·' ·• ""'' '"''" h.-.1 • '" uti lh.11 1' 

llltallill:t'J ..tnt! muntlurtaJ hy lh,u ~ "" '" 1 

O,.t/u·uttd A,.,.,.J -A c1rcuu rhoal ~.:unnc~o:h a ~u,cumcr '" ..1 , ~r !l t'l , uc-t ~~o m~ no1 .,h.uet1 .:tmong\1 mulrrplc­
c u r.eomc:r~ 

I • 
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Diwrn~ ROtllilti"-A netWCIIt topology th.:ll Jlfll\ hk" u·h.lhdtl\ h~ prot\ uhnJ:II.lfn dl\hncl ph~M<'ill ruutt\ t111 

neawan lllftllllblion pllh (ftber l'lllil.' 111 WJ•IW'I • .thlnJ ~ llh rlw ••l•thl\ '" •JIIIl ~ly "w.,rh h" triffht hum urtt 
~'GUM 10 die odler. ihould <a Of lM RJUlC!> IW' lt'll<lrrrtl llt••tM'I.!hk 

DMS-j()t)-A telephone 5WIIch m~nul;adut<'.J t>~ S~tltd. tl ·'' 1''"\""'' h<~lh h .. · at t'l~<:h.mj,!c ,~·•t~hmg c:al~u 
known as • "'c:lw 5"' Sl.lfiU:h) and a long c.h~t;an~·<' "~lldll;tho ••~~~~~~ ,,, a "'da'" 4" '~u~ht m a. )Ingle de111CC 

EBffDA--Eami.nas. Before lntercsc. T;~Jt. l~prcnatuou .• m.t Am .. r111.tll<m · a hnanl."tal mcos,ur..:- uf !..'inh lloY> 

ENtaM#:d Dtlttl Sti'VIC4ts-Data nclwor .. tnt: "<'"''<'' pru,nlcd un a 'uphi)IKaiC'd. \oftw;a~c managed 
ttansport and switchina netwodt, such as a fram<' rda; "' A'l ~~ tbt.t nrr~ ... ~ 

FCC (federal Communic:auon\ Cumnu'".," 1 lltr 1'\ 1 ,.,,,·mnwnr "'l!""""'uun lhargcd wtth tht 
ovcnipn of all p.tblic: commllfticatton~o mcdtJ 

F,atur~ GroMp Circlltt-A cclecommuru.·ac ..... , 'h.lllll<'l lh.tl '"'"~~'' !\ ·' l.I·C ldt"'phnn~ \WII~h ~uh iln lXC 
telephone switch. for lhe purpow of pa~>MIIf l11n~ 1h,r.1n• ,. , .olh l~t·h••···u 1tw ""', .1111<"1,· nt·l~· rh ('+~lh plalC'd 

by dialing "I+"' are routed over lht\<' t·u, "''' 

From~ R~loy--A wtde area tnfonnauun 11.111\l'"" h·, hn"I"P rh.•• • ·t !'·''"'''' ,1.,1 •• 1111u '""" ,.~Jk.J tr.tntC\. 

with variable bit length. designed to mm·c mlurru.•l•"" 1h.st '' hu'''' 111 ll.thHt: 

ICP {/nltBrDttd Comm~~,icatioru /'rmt.Jo, A 1t'k.· -;•mtul\h ·''''''" •• smt"'r lh .. u l''"''d''' p.atl..a~C'IJ "' 
tntCJra&ed serviceS rrom arnoftJ a broild rilni!C' ul •..th'.'tolll'\ Htduolllt~' I•" .sl <""'di.Hltt' \c:'I\I(C'. Inn!! ,it,I.3.0•C' 

service. enhanced daut service. cable TV '<''' ,,.<' . .Jnd olht·r .. •nuuuna. .tit• '"' "'" "<'' 

IUC (Incumbent local E'u.:h&~age Cm11:11 flu: '"' .11 nd•Jil~t· , .tflll'l 1h.11 \\ "' thl· munupuly (:tmCf. 

prior co rhc opt>ninJ of loc3l exch:anlle '<''"' ,., '" , ""'l'''lth"n 

IUC Collncotton-A loc::auon \C:t"\tn~ ..~ .. rh•· lllh'''·"'' 1 .. ,, .. , '"' ,, f 1 ,., , .. ,.,,,,.,~, "'' 111,· potnl ul 

mten:onnccuon lO che ILEC. Sub<:ollocatmn \".Ill h,· I I pt.· .. ,, .tl Ill "'"' h I ht• ( I H. . . hutl,h.. •• hl~·r upll( 
network Cklension inlo the ILEC central ttUKc ... , ::1 '111u.ol ,, "tu, h rtw II I<· k.1w' ·• r,,, llrr~. ''n11l.u h) that 
which it might build. lo Jffect a pre~nc~ m tht' II.H · <t'ull.tl .. , u, c-

/ltttn:ottMCiiott ((O•C.::&nlerJ Attt'l'trlt'ni-A ..:unlr .1<1 l~t•l\q"('l; .111 ll.H · .111<i a ( 'l.I:C lur thC' tnt<'·~ ""lnC'CIIun 

of the lwo':r. networks. for the 1'\li'p("C ~>I Ululll.tlp.l''·"''' ••I c:.otlt. '"''"''"" tlw nt'l'\'''~'- .lll•·~m.:, u'h•m<'r' <'I 
I)I'IC or the networkr. to .:;all U!ICJ'I '('1"\"Cd hy lhC' olht•t .... , .•••• ~. I hnt• ·'~'h'I'IIU'IIt\ "'I nut lhc IIII.UI~I.tl illld 
opt>tationat aspeclS of such tnterconnecuon 

lnttnzchan1~ ~f\·rcrs-Tclecommunt~·JII<'n' \C'f' ~. ,., lh.11 ,,,,. Jl'"' ••k.J I)Cr~rC'n ~~ 1 c,..dtJnt:<' ;.&~C'J\. 

gcnentlly meanina betw~n two cmes Thc~ot' 'cr' t.:c' , .m l>t· nthn '"''<' "' d.JCa 

/1tttri"' Nwrtblr PortobilifJI-A tC'ffiP'lfat)' tcchm~u~ llt.sl Jllo~' 1 .... al I.'Jochant:<' \CI"\ II.'<' CU\It~mcr~ uf ;m 
ILEC 10 keep their Cliltina telephone number. 1<\"hlk m''""ll thC'u '<''H•<' 111 .1 CLEC TI1ctr 1ntcnm techmquc 
uws a cenU'aJ olfice fea&~ (&Ued ~mote call for,.;mJmt: llw l><'fnl.tntnt ... ,tullon 111 number pmtabthty 1!1 to 
implemented over the neac few yean. 

ISDN I [nacaraccd Ser,·tces Digital NC'I~ur~ l .t nu••km rd. ph .. nc c~·, hrtol"l!~ that •umbtnt!> VtltC<' and dat.l 

Sl.lfiU:hing man efficient manner. 

ISP <lnternc:ot Scrvt« p, IVtdcrJ-a rC',·rnll) ,r<'JIC'•I, ·''''f'''' ••I •d····•nsntullt•..llttm' -.C'r,h.'l." fltn\IJC't ~hu 
provide$ acccu to the Internet. normall> lm dt.ll ·'''(.'"' '"''"lllt't'. h~ ,h.mn~ ~ormnum.:att""' hne) .1nd 
c:quipment. 

IXC (lntcn:lchan~ Calnft.-A prondcr nf lt'IC',nnumuu, ... r, .. n, '<''""'' 1h.1t C'lh:nd he-tween c\ch:~ntzc~. 
or c.tie~. Al!oa c~Ucd lon1 dtstotncc earner 
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LATA (Local Ac~ss and Tran!ipon Art a I· A vr··~•·•t•luo .11r" 111\Uir nf ~o~o·tm h ~t Ll:t • nn ultc:r '""'It hrtl 
tcleconvnunic:ation5 Krvic:cs, even lnng dt\ltllh r 1ln"'' u ., .. J,., .11 tulh lltttt' ;art 1 t.l I.A lA!I tn tM conunent01J 
US. 'nle LATA boundlU'it\ wrrr 1"\t~thh,ht·•l ill 1111' l hH'\hllur uf thr lt'jtl«~nal lidl operatmg companies. 

Local E.u·hongt-An area insuk nf whiCh t~lt'('lhont•, .slh .m· ~C'nC'r.:ally "nmplctcd Wtthout any toll. or lon~ 
di~tancc charges. Locat c~changc art'"' ;nc dchnc:d hy the \lall' rc~ulat11r of tdcphoM services 

LocQ/ ExclttlfiiC Stn:ias-Tcleptmnc 5.C'r\'tcc~ th.tl art• rrm tdc.J "llhtn a lcJC:~I uchangc The5C usually 
refer to IOC'al camn, 5Cf'IICC~ (dial tone \('1'\ )('('\ I HU\IIlt'" ''" .sl n, h.lll~(' 'C'f'\'ICC\ tncludC' CenlfU, 3(4'1"\\ hill'\ 
and trunks. and ISDN. 

POP (Poinl of Presc:JKc)-A l«lll:iihun "l·•·s·· .1 • ·'"''''· u-..~.~11~ .111 IXC ha~ hlll:atcd rran\Dll"'''" anti 
tennin;uing equipment to connect''' nrt"u'~ It• th•· m''""'~' "' "lht'l ,.~mel\."' 1t1 ,·u,tl)mc" 

NIIOC fRcgtonat Bell Operahn~ c .. mp.111) J c )m· Ill tlo.· I , .. ·! ·, • ll',llt•J h~ I he 01\C\IIIurc ul lht• lc .... II 
exchange busiM!oS hy AT&T Thc:~c mdudc Bdl\nulh. :\Y:\1 \. lkll \ll.tllh• Anwntcd1. l 'S Wc~l. SBC. .1nd 
P.acTel. 

SONET (Synchronous Optical SI~T"nrl..l r\ lf.JII\1111"1"11 It·, lou .. J .. r~ 111.11 '' u,cd h) c;uncr' 111 both )0\'al 

and long dJSI.:ancC' telccommum.:ahun' nt''""fl..' 1<• l''""'k ,.,,,, 1\'llt. ht~hl~ rdt.thk ..:unununac:;ltttm' channel~ 

Sprt tell An:·ru St"n·~t·rs-Pn\.tlc:. non·,)"Jt..:hcJ '''""'''lion' I ''1\H'cn .1n lXC ..tnd a ..:u~lorncr. tor the 
purpo~c of conMCII ng the customer' !I lon~ d1 ~l.ln~·c , .• til' c. • llh' l X c .. ' 1oct" .. ,~-_ \\ 11huu1 h.;a \ m~ to pay the LEC" \ 
access charae!'. 

VSAT IVery Sm:all Apenurc Tcmunuh-A 'atdhtt' ,,.,,,n:•l!u .oto·•ll .,,,lt'lll ch.sl ..:umpu.e~ 'm.sll dtaml.'l.:'t 

(apptOll:lmJtely I metcr tn dJameterJ an1cnn01e .:tnd t'kdc•Hll•. '" , ... ,,,.,II,•• ·'. ••nm .m,,·.suon' lcrmmal. u't' llltl\ll) 
ror data. VSAT nerwork\ compelc """h orher. landhnt• h,~,,.,J nt·t ... "' ~ • ""Is ·" pll\ .tiC' I me' and frame rcl.:ty 
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SIGNA l'tJJU:s 

Punuae eo Ule nqulntDt.U o1 SHUon fJ m· I ~fdJ c1f thr St·nuiUt·' :.JIId t:lt·h•nat Acl of 19.:W, lhr 
ns'Mr•lll i.u daly taatd Cflh R'port h• hr ''ln•d '"' ff\ JH·h•lf h~ thr undrnianf'd, Chtrtunlo duly 
IU ......... 

INTER.\IEDIA COM\1tJNI('A TJO~S I~C t M11:h1r:.nt1 

lh 1•,/ ll.,\111(' f(l'IIIIUi 

lt••ld c ...... ,. 
l'rr.tltrnl, l'htrf f.ucutl•" 

1 )IJJ, u a..t Oltl'rtOf' 

Punuaat Co &he nquinnM.'ftti ollhr SKuriti"' :and •. \t·h;.tn~t· o\d uf I 'H.e. thh npott h;a.\ ~n ~l~ntd 
betow by Che tollowin& ptnon§ on bt>half of lht tC'~i,tnnt :and in tht' t"aJt:.lfiht"" and nn thC' d:alt!i lndlcatf'd. 

Prindpal E11ecuti~e Of'fkcr: 

~ 

lsi D.wroC Rl'BfR\; 

Prindpal financ:ial and A~countins: Offiun: 

RoBE:RT M MAN:-.t~c. 

Robttt \t. \t.ftnt~ 

Jl:.ANNI:. M w ... lUI!> 

Jt- ll. 1111'-'lfn 

Other Directors: 

JOHN C. 8AKEII. 

GEORGE F. K""""' 
G"'lf r. "...., 

PHILIP A C Att.4P8ELL 

Phtllfl A. C~ll 

f o!lr 

( 'h .. nrm .. m "' tht' Ho.uJ. 
l'"''hknt .tn•l ( 'hwl 
} "''t.!ll\<' I )ffl,<'l 

"<'Ill• ,, \ h ,. h,· •hklll .llhl 

( 'lul'l I 1 n.u,, 1.11 1 II tt. ,., 

c ttllCI,.IIn .u~tll hwl 

A,' 11Uilllll~· I lllh ,., 

llatr 

March 1.&, I 997 
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ltEPORT OF IND£P£~Pt:~n cunuu:n I'\ HI .U' M '( 'OUST A !'TS 

Boud of Directon 
lnlnmedi.a Conuawucatu1fli Inc 

We ~vor ..tiled lht ~ecompanytng con .. nlh.l.llt"J t>.tiJ.nu· 'hn·•· · •I lnh·rm&:<.h.a Curnmun~e:mun\ ln.: J\ uf 
~embl:r ll. 1995 and 1996, and lht rrl:u~ ~nn,.,ho.J.atr.l ,,,,r.·uwnh .. r .. ,,..., .. rr"n' . ' ''"-'khnhkr\ · tquny . • ltld 
cash ftows fot eadl ol lhe tlvtt yean 1n IM 1rru•l rruk•l I k . •·•nl~ • 11 I'""' I )m .tu<hh o~hu 10\ lu& tht 
hnanci.ll ~rnrnl Kheduk- hlkd In lht tlklt- ~ .11 lit' Ill I -lt .ll 11 ,, .. ,,. 1111.11" r.rl ' l.ltt'lllt"nl\ o~nd ~Miiulc: lite: lM 
rnponsibehty of lht Company·, rn:.nagement Our l<''flt•ll'lhohh '' ''' npll'" an oprmnn on these fin:mc1al 
s~emeniS and Khcduk baled on our ;aud1h 

We conducted ow audits in accordance ~·nh l!<"nn.•ll~ ..~,, c·pt•·J .nuhl lllj.' ' t.anJanh Thn..e \tandard\ requuc: 
thai we piAn and pet1orm the audit to obltun rea,onahl&: a"ur;m, ,. ·•"· : "h,·rh,·r lh~: hn:~n<· ral \tarement\ :ate: free 
of maaaial miss.&a&cmcn~. An audtl include~ ellammrn~. un ,, ,,.,, "·' ' ' '· ,., rdcn,·c 'upponmg the amount~ and 
disclosures in tht financtal sca&ements. An aud1t Jl"' rndu.Jc, ·'"'' 'ill~' thr ;r .. ounllnl! pnnt:tple' u\Cd <~nu 
significant estimates~ by managemt'nt. a' ~dl ·'' , ... .tuo~lluf tlw "' ··r.•ll hn.llh 1.11 ''·•trrurnt prc,t'nt.ttlllll Wt· 

believe 1hat our audll~ prov1d~ a rra,•mablt h'"" '"' 11111 "I'll""" 

In ~r optnton. lhe consolidal~ financ1al \I.Jtc:nu:nh r<:l<'rn·J I• • .~h. '' t' 1 .,,.,l 'lll , .. ,,I). 111 Jl! mJtcnal rc,pc.·rl\ . 

the con10lid:ued financial position of Jntermcd1a Cnnunum,Jtl" n' lu, .11 ll,·u·mhn 'I . 1 ' 19~ Jnd l'19fl, ;m•J thr 
consolid.:ued rc~ulls of tts operacion\ :~nd ''' , ,,,h lh m ·· '"' ,._,. h . •I ,,,. . 1tun· \ t·.u' m tht" Jll'll•'<l cudrtl 
Drccmber l I. 1996. tn confomuly w11h l[Cncr .ti l~ .-., t' J •tnl .h , '•urllrrr r 1 '' ',., 'pk ' '' hu. 1 n uur upmron. the 
rrlaled financial statement schedule. ~o~.·hcn con~•Jcred 111 rd.r l•"n ' " 1hr "·"'' lln;w, 1.11 ''·•'•·rn•·nt' ta~t·n "' " 
whole. ptt~ent fairly in ;~II marcnal re , pcr b the utf.,lln.•l•"" "·1 l··nh '"" ' ,.,, . 

. I , ·. ·. : ,, \ · ·' ·.· . I I I ' 

Tampa. Flonda 
February 10. 1997. eJicept for Note 13. a~ to ~o~.h1l'h the d.llt'" .\l.u.tr • 1' 1'17 
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INTEitMEOIA COMMUNICATIONS INC 

CONSOLIDA. T£D BAUNC£ SHt:•:TS 

Current assets: 
Cash and cash equivalents ................................. . 
Sbon·tam inveJUIIaa&J .......... , . . . . . . . . . . . . . . . . . ....... . 
Restricted inVC$lJDelllJ ••..•..••••••..•..•...•........... 
Accoc.&niS receivable. less allowance (or doubtful accounts of 

$869,000 in 1995 and $1.346.000 in 1996 ............. . 
Prepaid expenses and other current assets ................ . 

Total current u~ets . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Restncted investments ........................... . 
Telecommunications equipment. nc:t ................... . 
[nWlgibJe a.ssets. net ..................................... . 
Ocher assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Total assets ........................................... . 

Li•bllltlft and st~k.holden • equity 
Current liabilities: 

Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Accrued toues .................................. . 
Accrued interest .............................. . 
Other accrued expenses . . . . . . . . . . . . . . . . . . . . . . . 
Advance billings ............................ . 
Cum:nt pon1on of long-term debe ............ . 
Current pon1on of capital lea~ obli1:~11ons .. . 

Tot:ll curref\t hab11itic~ . . . . . . . . . . . . . . . . .... . 
long·term debe . . . . . . . . . . . . . ................. . 
Capital lease obligations . . . . . . . . . . . . . . . . ............. . 
Stockholders' equity: 

Preferred stock. S 1.00 par value; 500,000 and 460,000 !>h;arc\ 
authorized •n 1995 and 1996, rcspecuvely. no share~ ..... ucd 

Series C preferred stock. S I .00 pat value: 40,000 !)hates <.~uthuu1cll m 
1996. none in 1995; no shales issued ................. . 

Common stock. $.01 pat value; 20.000,000 and SO.OOO,OOO .. h.uc' 
authonud in 199~ and 1996. respectively: IOJ59.771 and 
16.28S,j4Q sha.rH inued and oc.&tstanding m 199S and 199o. 
respectively . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Additional p:aid·in capital ...................... . 
Accumulated deficil . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Deferred compcns01tion . . . . . . . . . . . . . . . . .. 

Tot:1l <~tockholdcr\· equuy . . . . . . . . . . . . . . . . . . . . . . . . . . 

Total liabilicics and s.tockhotdcn: c.quity 

Sec xcompanymg nnlc\ 
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INTEitMEDIA COMMUNI('ATI<JNS ISC. 

CONSOLD>A T£0 ST A n:~U:NTS Ut' OI'F.IU l"IOSS 

Revenue• ....... . ................... . .. . . 
ExprnKs: 

F.cilities adminisltalion and maintenance ~d hnc-
cosu . 0 •••• 0 •• 0 •••••• 0 •• 0 •• 0 ••••••• 0 •• • •• •• 

Selli.nJ, cenenJ. and 8dminiscnLive . . . . . . . . . . 
Depreciation and llnOI!izaLion .. .. . . ....... . 

Loss from operations .......... ............. . . 
Olher income (exprnse): 

lnteresrexprnse ......... ....... . 
Interest and otMr income .... ........ . 

Loss before income tu benefit and utraordm3J) 1tc-m 
Income tax benefit . . . . . . . . . . . . . . . . . 

Lou before extraordinary item .......... . 
Extraordinary loss on early CJIUnguishmcnt ol t.leh t . 

Net loss ...... . 

Loss prr shan: 
Loss before extraotdinary item ... ... . 
E11tr~ordm.ary loss . . . . . . . . . . . . . . . 

Net lou per ~~uan . .... . . .. . .. . .. . 
Wc:J~::htcd 01\'efOIJ!C' number or \hilfC'\ UU(\IIIUI.IUIJo! 
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INTEDfEDlA COMJ\1l'Mt.:'A TIOI'IiS ISC 

CONSOLmATED STAn:ME"'TS Of: STO<'KIIOI.I)t·:ltS' t-:QUITl' 

BalllltUI , .. _, I. 1"" ........ ... . 
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INTERMEDIA COMMUNH'A TIONS INC. 

CONSOLIDATED ~'TATt::\tt:Nl'S c,.- CASU t·um·s 

Opendna ~ealvlda 
Net Joss ...........•................... 
Adjustments to reconcile net loss to net c.1sh used tn 

operatinJ activities: 
Depreciation and amonization . . . . . . . . . . . . . . . 
Amoni.ulion of dcfcm.d compensauon ....... . 
Accretion of in&era& on noces . . . . . . ... . 
Elltraordinary loss ................... . 
Defcm:d ru benefit . . . . . . . . . . . . . . . . 
Pro~i,ion for doubtful accnunts 
Chanan an opc:ratin1 asseb and lud'llhtac' 

Accounts rccc•vablc . . . . . . . . . . . . . . 
Prepaid expenses and other current a~'et~ 
Other assers . . . . . . . . . . . ... . 
Accounts payable ............ . 
Other accrued e11pcnse~ and Ja~c' 
Advance hllllnJZ' 

Nc1 • .1\h U\ct..l 111 "JIC'I.IIIIIf .. , 11' Ill<'' 

ln¥fttllll adl\'itia 
Purchase o( resuictcd invc~tments ..... 
Maturitie~ o( rclltncted 10\'tslrnent . 
Purchase of businc!>s. net of ~.:a!>h acqutrcd 
Purcha~s of !>hort·ttrm invC"~tmtnb ... 
Purch01sc~ of telccommunu::lllon~ cqutpment .. 
Proceed!> from ~alt of telecommun~eauon' C'f.JUtpmcnl 
Othtr ln\'C'SIInr actt\'ltiCS 

Ntt ~.:.a~h used 10 tnve~unr <al.'ll\'ttu:s . 
finanC"in& acUritlft 
Proceed~ from sale of common \toclr.. nC't of '"uan1.·1.' 

CO!>tS ..••............•...... 

Ellerct~c of stod: ~arrants and op11on~ 
Payments on long·term debt ....... . 
Net proceeds from assuanct of lona·term dtbt and 

warrants .....•....•................... 
P.llymcnts on capital leases ........... . 

Nc1 ca~h (u~cd in) pro\'ldcd hy financ111g ;at"ll\111('\ 

lncreJ\e (decrea~) .n cash .1nd ca1h equn·alent~ 
Cash and c::~sh equtvalents :u bcJinning of )t'at 

{';a~h and ca~h equ1\'altnt~ ;&tend uf yrar 

Supflh·tnrnlal dl\4·tn•un•• or ( ,.,h fto~~t lnfm·m•lhm 
lntere'c p.;stl.t 

I ~ 
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I. 

Btui~t~ss 

INTEaMEDIA COM~U!SIC.HIOSS ISC'. 

NOTES TO CONSOLIDATEI> •. INANUAI. Sl.\n:MUtl"S 

DuemMr .H. 19% 

lnccnnedU Communacations In~: . (ICI or the Compan~J. lnrnwd~ lur.·rm•·•h.o <"ummunr c:~uon~ of Hond<~. 

Inc. ~tuogp Ma7 29, 1996, is 111 in&eiJI&ed communrc.ll.(rnn' 'C'""'' r' pru\ 11kr .. 1/nml' " full ~urle of lc)l;illl. lonJl· 
disl&llee and enbanced dat. services to business and j!ll\'trnmcnt <'rhl u'n' Sr r.rrc~ rncludc data and \ ' ldc:o 

telecommunicalions laYices. frame relay. Internet ot.:<-C'" "'r. '' ... ,_ 1 .... o~l ,·,.: hanj!r ~e~rce\. long·dr~tan.:e 

Krvices and lelecommunicalions equipment. The Compall\ ullcr\ lh lull I''' ~h., I p.rd . .J~l' of tt'le.:nnununrcaiiCIO\ 

services to ci&JlomtB in I~ metropolitan statistical are"' rrr rhr C'.J\h'fll h.oll ••I chr I 'n11..-t.1 Stain 

Principln of C0t1solidation 

The COn~olidaled fmanCiilol ~(;J(CmentS 1ndude tht• oi.C oollllh <>J llllt' fll,o'.JI.I I ooll\11111111L' allCIII\ (IlL ,10\1 lh 

subsidill'ies. all of which :ue whully owMd All \l,l!luh, .1111 1Uit't. "'"\'·'"·· " ·'" .• ''""' .w,J h.rl.ur"'' h.rH' ht•c·ro 

elimin;ued in consolidalion. 

Usr of Estrmotn 

The pRpataUon of tlnanclo:ll ~~~lemcnb '" confomlll> urfh ):t"II<'IJII ~ ·" ···;•r.·,: ~-' ooun\111~ Plllldf'lC'\ fl't.jUII~\ 

manaaement to make c:~timates and usumpcions thai alk.r rhc: .•n~o•unh '<'l'" ' h·.J •n t hl· llrr.Hll:r.rl ''"lt."mcm~ Jnd 

accompanyina nO(('~. Actu:llrrsulu could differ frum rh'"t' nrmr.H•·' 

Cash Equil·al,riiJ 

The Company considrrs J.ll h1ghly hqu1d 11\\nlm•·nJ, "llh .1 m .11<1111' "' •h11·c nn•nciJ, "' J,·" "hen 
purchued to be c01 sh cqu•\· alcn t~ 

Shon-term investments consisl of cc-nrhc<~lt''> ul llq>< "'' '"' h uo.tlut~lln "' ,,,.,,. lh.IJ\ lhrt•t· month' "h<"n 
purch~ed and arc- \tatc-d at cost 

R~strtct~d ln1·~stm~nts 

Resuicced investmen'IS consist of U.S Trea~ul)· N,,,,., -... 1\,, h Jtt' "'''"' ll'd '"' •h•· ICJloi)'lllC'Ill rof uHcrc:-\1 un 

certain drbl and ~ ~t.a~ed at amonized co~t MJnat!c:-mc:-nl <~•·"~''"'"'" tlrt·,,· mq·\lmc:-nh ·" hdli·hHII3tunt~ 

securities in ~~c:cordance w11h the provisions of St:.!emc-m ol hn.ln< '·'' ''', '"'""'"F 'ol.uu.J.1ro.h No J I~. Ar·r oumm~ 

ft" Cutain IIIWJlffl~fllJ ifl ~bt 1111d Equm Srnmt"J 

T ~ltcrmrmuttir:atWIIJ EtiNIPffl~nt 

Tc:lccommunr,auon~ equ1pn'1Cnl IS seate-d :.1 ""I I kp1n t .l l l"" 1''1''' "''. 1' , .or. u l.tlf'tl u'm)! rht· ""·"~lu luw 
mcrhod over tht e~tuna~ed u~duJ hves of the a!>~l~ :.-. fullu"', 

TelecommunecahOC'Is eq\upment ... . 
Fi~r opcic cabl~ .. . .. ...... . ....... . 
Fum1UUC' and liah1re.s . ... . . . .... . 

I· ,, 

-7 yc:-;~t\ 
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INTERMF.DIA ('OMMl '~IC 't\ HUNS INC 

NOTES TO CONSOLIDATED FINAN('IAI. ST AH:~U:NTS-Konllnutd) 

Leuc:bold improvemerll& ue amonazcd u<~m~ the 'II ;uJ?hl hnt• nu.·thud nvcr the ~hnncr of the tcnn nt rhe 
lease or the escitrwed uaefultife of the improH:mcnrll 

ltttangiblt' Ass~ts 

lnran,ible assets an: staled It cost an~ mdudc l•ur..h;.,~d , u,t .. ml"r h~h. dcttttC'd debt llo!>uoan-.:t: ~o~l), ani.! 
aoodwiU. Ct.&KOmer liSlllft amortized usrng the ~trat(!hl·hne 111~1111~ mer lhetr t'~hmatcd U\dUI hVC\ of C'l~hr 
yqn. Goodwill is amcwtiz.cd using the sua.igtll·hne rncrhud mt."r ~nu~h n~ etght to hm~ yean 

As ~ fully diiCUIIed in Note 2. dunn~! fk..:cmhc:-r l'~'~t•. lht' I ···rnpo~ny a~·qu•rC'd I Ina, cr,.~l 'I ekmu. lnt 
and NetSolve. IlK'. in lranNCtion~ oaccuuntt'd lm u''"lt lht· I""'"·'"' mNhud The rx~·c!>\ ol the re,pcctl\~ 
purchase prices over the faif value of t;sngthle ncr J"C''' .l"l'"tnl h.J\t' he-en rrl'lnmn.ml~ d.s\\thet.l '" the 

.accompanying consolidated balance sheet~ a\ tntan!!•hl,· .. "''"' l'tlt' rm .. l .olh....:atum h• roJenllhJhlc.' rnt.n1~,:1hk 
3Ssets is cum::ntly underway by management lh~· prdu11•n.rn 1111.•111·•hh· ·'"('" ""' .• n.~.tlt'd '" •~kulth.,t.ll" 
tangible and intangible assets will be recnrd~·t.l a' f"' "'~ •II 

Ddem::d debe issuance costs relate to the '""·"~.,. "' ''"''' .llhl ,,,,. •• rn .. rtllt'd u'm.!! lht' ctlc'.t•"· ult~tt·,t 
method over lhe tetrn of the debt agreement\ Till' rd.Jlt'd .tnt .. rt. ·'''' 111 •·· 111, ludt••l a' a , nmpout<:t\t , 1l ellll't~·,t 
expense in the accompanytng consolidated ~t.Jtt·m,·uh 1 •I 1 'l'•·r.n .. '"' 

R~v"""" Rt'cognition 

The Company n:cognius revenue m lhc Jl<:twd 11w ,,.,," <' '' I''''' ~<lc•l <>t lht· ""'''h Jt~ ,luppt-•1.1 for 
equipment product sale~. Unbillc:d f~\·enuc:., r~prc,~nt t<'H'IHJt'' ··.~rnnl '''' td,·.-e~mmum.JII""' '~f\l•t'' rru\ld..-d 
which will be billed 1n \he succet>d10g month and rotakd St> th . .'' ~ .uhl s: .. IIJ l.'iM-' ani.! J' • •I Dcn·mtx·r ~I. t•N~ 
and 1996, fespeccively. Unbilled revenue~ art· llldu.k.t ,,, .•. ••lltJ'""t'lll ,,, ·"'.""nr- rt·•~·'·'hk "' th~ 
accompan)'ing consolidated balance '>hcC't' Tht· c· .. ml'·"'' ,, .... ,_ •. , "''·'"'"<''' <>m· m"mh 111 ,,,h.111,,. '"' 
recurring serv1ces n:~ulttng .n advance b1llm!!' ,,, l>C'<l'lllht•r 'I t•l'l'\ .Ht<l l'l'lto ol Sl.7..t7.HHJ and S'.lli.OUII 
respectively 

lncomt' Ta.us 

The Comp:tnv hall apphed the (IWVIMIIn'> "' \l.tlt'tll<'lll .. , f 111.111 .. 1JI :\~(ounttnt: ~c.snoJarl.l' l'\o lOY. 
Accmmtms for l11comt Ta.x~s. wtuch n:qusres an 3\\l'l .snJ h.Jblill\ .rppt ..... d, '" a~•••unhng ••r m(ont<: r.llll'' r .. r 
all yean presented. De felTed income taxes arc p1 ""1kd '"' "' tlw , "n" oht.I.Jt~•l I man 1.11 ''·"•·nu•fll, .11111 

principally relate to ntl operating lo'!>~f:\ ancl h."'' ,flfl•·•··u· ,. I··• . u·.lo~nu·r I"" .uul dt'• •••Hrmuth .u .. •n• 
equtpment 

Loss Per Sitar~ 

Loss per shan: is based on the welj!!hled a'~ra~c ,11.111'' • '"'''·'n.hu~ c · .. mm•m '""'·~ cyu" .~t.·nl' .ur "''' 
con~tden:d m the Company's c:.lculauon ••f In" ,,.,., .. h.ut• ·'' .111 .,,. ·"''"llluleH' .111J ~oui,J h.J\C' ru• IIIIJl.ld un 
lhe result11 

C:oncentrauons of Crt'dit Rid: 

The Company·, financial tO!Urumcnl\ 1h~1 .n<" '''1'""''1 '" .. ,,,. ''"'' .• eo""' "' , ''"'"' u'~· .~, .l<'tu~<·d h\ 
.Statement of FtnGilCial Acc:uu11tnJ Stan,Jar~h N" Ill'>. {J,,,,,..,,,. ,,ffn'··•m./1~<•11 A/o,out fm<ml 1<1i IIIHtumoth 

u-11/r Ofi·Balunc4'·Shttl Rtslt. and Ftll.an,·wtlmtrSJm<'lll\ .. uh (',,,, ,·t~tttlfe••n• ••! (',,.J,t H11J.:, are pnm.1nly • .l'h 
;md cash equtvalents and accounts rc:ceevable 

I· 7 



JNT£1tM£DlA. COMMUSICA TtONS INC 

NOI'ES TO CONSOLIDATJo:D fiNANCIAl. STATt-:~U:NTS-4(:ontlnutdt 

T'he Company piece' its ca:~.b and tc:rnpurary \.i,h .,,,,.,.m,·nh \\Ill\ h•fh •1uaht> 111\llhllltln!> A\ ol 
December 31, 1996. cub equivalents touhng appwltnnatcl)· S~27.1MJH.OOIJ ~~>ere held lly a ~wglc hnanc•al 
institution. Sucb amounts were collateralized by go"cmmcnr ho~d.~··t 'c:~·untt.:\ 

Accounts ~ivable are d..e ftom residential :~nd ,·cmnn<"f<'IOII tdc~orumun•~·atmn~ ..-u,corner\ Cred•t 1\ 

utcncled baed on evaJwation of the customer'~ flnan.:tal ~••r~<.ltlton .tnJ ~.:nerally collateral rs nor requtred. 
Anticipated credil lOSJel are provided for in the <."uo,o!JJatct.l It nan, •;•I ,r,ucrm:nt'!> and ha\'C: bc:en wtlhtn 
manqement'$ e11pecutions. 

The Company eccounts for stock·ba!led ,·nmpcn,alloll 111 ,,, ,.,,J.m,,· "tth t\I'B :-.;., ~<>. ,.t., '''"''"'li Jot ~'"' ~ 
/ssMtd to f.111pltrvn•s. and. tn ca:\C'~ whrrt· , . ._ .... '"' I''", .. ···I''·'' "' ,. ,, ,.,.,f ""' 111.u~.c·r ' •• Jm·. II'• "!-''"''"' ''" 
compensotton e1pen~c: (or the: ~tock uphnn ~1.u1h In , ·"'"' ,, h··~t· ··w•• ,.,,. I'"' l'' a~<" ~c,, th.u1 l.ur \..tlu.:. 
compensation is n::cosni.ud over \M peruld ol pc:rform.mu: "' rht· \ t",hn,!!' pt'll"d 

In Oc1obc:r 199S. the FASB assuc.J Staleml"lll • •I I· Ht.m, 1,sl ,\,, • •untul~ \t.sn•l.uJ, ~" I~ 1. A•, "tmtmg •ltlfl 

Duc:ios11r~ of Stock·Bost:d Com/'('nsolum. l St~lcmt·n• I~' 1 ~ hh It t'tk. ''"·'!!'''. hut ,),..,., ""' "'•jlUCC. ~umpan1c' h' 

recognize stock awards based on then fau \·aluc .11 lh•· •l.tlt' .. r )'l.,nr l'n.mdl!c•ll''" ''""'·' {ltl.•llt.l.tltnlultnJIItto. 
assumins that ttw: Company h:.d adopted the rn~;,,u,.·to.··n• ,~,,n.l.liol·· ••I 'il.•r··u~t·nt I~ 1 ,, uh lu.kd 111 !':ntt' 7 

RedauUka&lon~ 

Ceruin pnor year uJvestment accuunh ha\c ht•t•n u·, lol"tl~<··l .•. '""'" ~t·d 111 •• ,.~.-, '' •,. •ul< •1n• \\ 11h lho: I ')'If! 
ptc:>enUilion 

2. BIISines!. Acquisitiofu 

During December 1994. the Company Jcqu.retl lh•· '"n'"'"" ''"'~ "' l'h<'IW One. In, '"t'\dlJn)!.: fnr 
7..&0,000 shoues of common stock or the Contp..Jn). ,,,hot·J ·'' ·•l'l''"'"'"''d~ <.s.suu.uoo Tht' J.-jiJI\Ihnn "'"'~ 
accounted (or by the purchase method of accnunrmt:. "nh lh•· I'"" h.t"" Jlllll' o.~llot.·accJ ba,cJ on 1au 'aluc' n( 

as.scu acquired, principally CUSIOITW.'r h!ot~. and hal'llllllt'\ .IWIIIIt'•l lit\· "1"-'l.tllllt! ,,.,ulh nt f•hnnc: On\', lnr o.IIC 

mcluded in the Company's eonsohd;atetllinanceal 'tah:mnth ''"'" •itt• d.lft· "' .tttjlii\IIJ<ln 

During Februaty 1995. the Company acqu1red h~r:'\1."1 111 nduo~t: I••• ''"'·'ill.' \hJrt:, ••I lhc ("nmpan)·, 
common stock. vatl.led at approllimately S7 .800.000. the a''umpllw• ot apf>r•u.unardy S5.n lO,IJOO en ltal'lthtt~' 
and a ~payable of Sl,200.000 which was pacd on Jul) 17. 1~'15 The ... ,qua,tllnn wa, at. .ounted for l'ly the 
purchase method of account ins with the purchi1~ prtn ;tilt..: o.~IC'<.I ha~ct..l on I .ur ,. alue' uf a"et~ acquued and 
liabilities assumed. The e!lcess of the purch<a~t' pm c· '""~'I II~<· 1.111 ';•lun ol cht· 11<"1 ·'"t'C~ auhtunlt'd t<> 

SII.OOO,OOO and u, bems arnOfUted uvc:r ::!0 )cOAt' l hC' "t"''·•tu••~ tC',ult' "' ht ... , !';:\•1 .u.· '"' lu.t.:,l 111 1hc 

Cumpany's con$Olidated tinanc:tal statcrnenu. ~mce Mard1 I. I'I'J"' ">III<C' lht: "l'l.'t..ttlllj,! rl'wlh fru111 thl' Jatl' lll 

acq~isition were deemed to be: imnwenal. 

Durin1 June 1996, the Company acqusrc:d the Tc:kt.·ummun~< at•""' [}" 1\IHO ut I:MI (".,nununn:altml~ 

Cotp<W&tion <EMI) en exchanJe {ot 937500 'hare' 111 clu· ( ·.,1111'·111\ ·,'"'""'"II'"'' lo.. \Jim·,J Jt ·•1'1''""""''.:1~ 
Sl6,900,000. Tbe oacqt.tliiiUOtl was accounted tor l'ly lht• pur .. haw mo:•h·•<l ••I ·''"''"It"'!!· ~••h the 1'111~11.1\t: p11.:t' 
allocued to the fa;r values of u~eu. acqusrcd. pnnc:lp..tlly r~kt:onunun,, alt"n' t·qutpmcol lhl' up<ralm!! r.:,ull\ 
o( EMf are mduded tn the Company's c:nn,ultd.Jt\·d hn.ut. 1.11 ''·'"'11\t'llh ''"'" lhl' ol.tll' "' .IHJIII\III.Ul 

I H 



INTERMEDIA COM~fliNJC\ TIOSS IS C. 

NOTES TO CONSOUDA n:o .-JNAS< '!AI. ST A n:~u:N~Contlnurd) 

During ~mber 1996. the Company acqutrct.l. m 1\~•• '<'p.u.,h· tran'·'' twn'. ~t'Mam "~'ets and the rd.:ucd 
businesses or Univenal TeJcom.lnc. (UTT) and NetSulvc. ln..:orpuratcd t SerSulve) The pun:ha~ pnce for UTT 
tnc:luded 31.380 shares of the Company'' common ,,,.d. ' .• low. I ·'' ·•PI""'un.•r<"'~ \900.<Jflll. and the J)\umpculn 
of lppt'Ollimately $2.000.000 of UTT's habdllte .. Nt·t:r-."1"· ~." pmdi.•W•I lur ~"'h ul ~I:!.KIIU,(Jflfl lhe 
openuions of UTT lind NetSolve an: included 10 the C ·,rnp.m~ ·' ,-,.n-.•hdated tinan..:aal ~t:atement~ from 
Dtc.embcr l. 1996. 1C which date Ult' Company C'Xerc"ed '"ntrul 'lltC' ;Kqllt\IIUln~ are arcounted for by the 
pun:hast method. with Ult' pun:ha~ priCC' to he alhl\·ared m the ,,,wh antu•red ha,ed urom fatr value~ The 
aiJoc:ation of the purchase price to both UTT and Nrr<iulvr '' tentahH' po.•nthn~· cnrnpleunn ot the valuatuJO\ of 
cenain idc:ntifiabJt intangiblts. 

The followang unaudited pro forma re\UII\ ••I upt·r .• t"''" : .. r til!' ', . .~,, ··ndt:'d l>c.·,·emhcr _q ;t"umc- thc­
acqui~nions of Fiber Net. EM I. UTT and NetSol\'' h.ul •", ut •··d ·'' rlw hq·mntnf ••I rhe po.•noch prc-\c-lltet.l . .and 

do not purport to be tndtcative of the re\o~t\ rh;tt ·" r•~o~lh ~ .. ul.l "·"'' .... ""''" tllh(" ,,, '!'"''''"'" h ... IIIC't'll !lt.Jdr 
as of those date~ or of result!. wha:-h may on ur ,, tlu- lurutr· 

Revenue ..................... . 
Loss before eJttraordanaty rtem 
Nctlo!ts .................. . 
Net los~ per ~hare . . .... . 

J. T tltcommunkations Equipmfnt 

TelccommunicataonY> equtpmcm .:tuht't~·t.l "' 

Telecommunication~ equ1pmen1 
Fiber opllc cable . . . . 
Fumuurc and fixture~ . . 
Lc:a~hold tmprovemcnt~ 
Construcll.;~n in progress .... 

SIIJ~.t,1'(7,ooo 

)•IS.lq_lll)()• 

~ t J 11, 1~~fi.OIX11 

IW~ 

') '>tl. 'illt1.f1'\ I 

:7.K~I.~7~ 

\~~\.liN 

'JX<.,M 7h 

l~.K30.1~~ ·----
'17.~37.31~ 

•11.::!h7.'::!:1 

~ 7h.lh•UK I 

~I~~ .07I.OOCI 

S I'\ 7 -~~~~,I)()()) 

~I'\ 7 .~fl~ ,C)(X)) 

l'#'il> 

S I ~li.'J~'\.fl II) 

lS.OIJlUi II 

IK . .J<.l::!.~.JK 

"· \110.~-ll 
~I It~ \.21}'1 

-- ----
1-' I.~M 1.1 ~9 
•l757~.1lhl __ ., ___ 

)::!IH.•HI7 ,01.\ 

Deprecu.tion npetuc totaled S4.YIIJlOI. } 7.'1~1J.lll .uul ~I '.-t'l.\.~31 111 I'J'JJ. I'N~ .md I'J%. 
respectively. 

Jnu:rest e~tpense capitalized in conncctu•n "•th tlw 1 ·.,mp.my ·, mtc-mall> -mJ.nJgc-d -'lll'tru<tum ••I 
telecommunications equtpment amounted h> S2<i7.0'iK. Slt77.<.1~ .md S::!.7KO,I::!~ 10 1'19-l. 1'111'\ .uJ I'Nt•. 
respeC(ively. 

Telccommunic:llion~ cqutpment and cor"'"" ''' ''' "' 1'1''1!"'" m, h~<lc-11 \7 .~t..l.. 'I'" and St•.Ktl7. ~~t> ul 

equipment recorded unckr Clpttoalllc:-d lc-,1\c- .ur.m~rmc-nt' ·'' I kt~·.ullC'I q. 1'1'1'\ .mtl I'Y.It•. , .. ,po.···r"d' 
Accumulated amothzarion of IS!ICts ret·orded ur~<lcr ~.lpHal lc .. m"' .sllto•unc- ht ~l.f•I7.KO! Jnd ~1.4'10. \MI .tt 
December 3l. 199$ and 1996. n:~opech\'ely Tde.:ornmun•calton' ~·~111pmt>nt pu"ha">e' financed thruu}!h (.tp•tal 
lease obligations totaled $4,$$8.761. S-'.910. 7 ~~ and \2~ J.lj ~" m 1 'I')J I Y9~ and I t~q~>. r~''J"C'~·t"cl~ The 
amonizauon or assets recorded under capual lt:'.l'<'' " 111du.lt:'.! '" .r,·pll'• '.J"'"' e'lJ"('n\c:-



INTEitMf.DlA l'O~tMP~JC\ JJO~~ I'C 

NOTES TO CONSOLIDA n:n l'ft\A ~c 'I AI. Sl,\ n:,ltSIS-4t ·ontinutd) 

In connec:tion wiUI nctwodt ellpans•on. the < ·.,rnp.un h.1d turn '""'""llllt'rt" h•t , ·'l"l..t.l nJ~o.:ndtrurc' ul 
approlim.ttely $4,500.000 at Deumbet 31. 111% 

•· latupl* As:MU 

lnWiaibte asaeu coasisted of: 

Goodwill ...................... . 
Customer hsl$ ................. . 
Preliminary intmgible aucls trolutc:~ I and ~ 1 

Debt issuance cosu •........... 

Les~ accumul;lted amon11.a11nn 

, ...... 
'i.ll.:lll.ll~~ 

I •l.ll'lh.'l~~ 

,, .' 1\.1 ( ~ 

.. , ':• I I ..... "' 

I • ~"I .'' 1\ 

~. 'L 'l~t, ''I~ 

..,.,., 
~~ \.; n.u~~ 

lll.l7t..4.n 

I ~A" I.O~CJ 
1'\.~HK.1HI 

'\.l \4'1 ~~~ \ 

I .... , .. ~. 14#)1 

').Hi. 1•1i'. 1); 

AmonizJtum of !!Ood~~o •II Jnd I."U''""wr '''' ...... · , .••. 1 ·. · '." ."• • • · • " .,., ~ · .' •tl \ 'I 1.' 111 1'1'1~ JnJ 

S3.123.1S7 rn 19%. Amunu;,llon ''' dchl t\\U..IIh , •• •· .t. ·'' ;., J.-! ,,, '' • ·· • .• , .... , ·· ·''""'"'tnl h• \1,•! 1'1: 
S4J !.79S and Sl.~52.063'" 199.$. 1~'1., .md I'''"· •· "I" '"'''' 

5. (...ona· Trrm ~bt 11nd Capitat l.t•:aw Ohli~ati•ul' 

long-term dtbl ~·un-.~ted of 

13 S'f Scmor Nutc' 
12.5<;;- Scnaur 01\Counl :'l:otc' 
Other nutc5o p;~yable 

l..eS!> I."UrTenl J'IOniOn 

..... '"''"'' .\1 ,.,.,. ,.,.., 
l'tt t ':u ~-~ .,,, II < : ~~~ 

!·~~~~,~,,, 

·~1.1~1 It• 'i .ll~t, 

l ~., 'I •to. 11)1 I ; ' 1. "'"'.o-at~ 
, I ot7 ''i ~ 1 I~ 'i Ill'\ I 

' ' l ''I I • J~J . , ~ 1\ I ~-l•l II lj 

Dunng June J99S. IC( ISSUed SI60Jl00.0flf) J'rlll\ 11'41 .ur. .,,,, ··I I 1 \'; '\('01111 :-.. ole' ,Jut: ~00~ llht St:m• .. 
NoteS) and Wa.rntnls co purchase' 3SO . .aoo \h,HC' ul lhr ( ··"llf'.lll\ • 'olllllllllll \llod. The" l•llllf'JO~ JIIII(.IIC•J 

SI.O.St.200 of the proceeds to the warrant">. rcpr('\l.'llllnr lhC" ,.,.,m.tlr•l r ••. r ,,,lu<" .11 lh<" <l.uc nf ''"uJn,e Th• 
Sentor NoiC'S iiiC' limited an aJgreaatt' pnn~·1p.1l amounc ro S I 1o11 nulho~n .111J m.Hure on June I. ~IJ(l~ l he Sem••t 
Notes m.ay be redeemed all~ opuon of the Cnmp.1n) 1n \\ huk or 111 p;an. un ur alter Junc I. 20IIU. h<'¥mt .. nl' .ill 

a prem1um oC 106.7.SCJ- of pas and drcllnlnf1 t•• p.u 111 .'IJO l. pl11' .t•' ruc•ol .11111 unp.uol uut:rc,t .11111 mjllh.lalcd 

.samaae~. tf ·'"). ihruugh lhco IC'dt'ltlflhllll ...... I hr ........... '· ,,,. • ..... , ol\lf'!r .I ••• lhr .. ,, ..... I I ,. ; , ... , ,lflfiUih 

payable 'enuoannuall)' tn :atTcaa nn June I .md Jk.nul-.·• 1 1111· ..,,., .. ,., S<>l<"' ..1~''<"<"111<"111 ,.,111..1111' -«.'114111 

covenants includtna limiu on lhco 1ncurren~<" ol o~ddlll•>tl.ll Hldt:hft•,Jnt·" \'lth 1.0>hu:h the Comp..t.n) " 1n 

compliance at December 31. 1996. 

The Comp:any uSC'd a porttun c1l the !'""-'''''" 11••111 llw ''""'"' s,..,., "' 1<'hlt' •t'•l..t.ln ••lh''' l·m~ t<"nu 

&ndeblednC''~ In connC'c;Uon wuh tht' tcp.1~ lllt'fll "' , ,.,,,,., "''kl•h·.tru·" ''"' 1 • •mf'.lll' '"' uttnl ..t. prq>.J\tnt'tll 

I Ill 
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INTER.Mf:I)(A COMMl1MC 'A TIOSS INC. 

NOTES TO CONSOLIDA Tt:D FINANCIAl. STA n:~n:NTS-4Cnntinutd) 

pmaJty of approaimaaely Sl.l 56.000. This amount. plu• th~: "nt~: .,,fl nl r~:laled unamont7cd financmg cost<. haH' 
been reported u 1.1'1 ealtl«dinJIY lou in the i!C\'nmpanym)o! I'J'~'i , ... n,nltdated \tattmc-nt~ of operallons. 

During May 1996. &he Company 1~\utd S HH.IIIlll.IMIII p1111<1JMI amount ul 12 ~':\ Senwr l>tM:uunt Nute\, 
~May 1~. 2006 (the SeniOf Oiw:ount Note\} "lhl" nu;m.tll"lll' di\,<IUIIIC'd pmc:- fur C'OICh SI.OOO fact \Iiiii(' 

SeniOf Discount Noce wu $S4S. Tbe ongmal •~'u~: ch,<uunl " '" ht amot1tlcd nvcr &he tenn 'l( the Sen1or 
Discount Noces usina the effective tntcrest method C'nnunl"nc 111~ un Nm c-mhtr 15. :!00 I. mtcn:~ot on the Scnmr 
Discount Noets will be payable senuannuall) m anc-ar' un ~!.1\ !'i o~n.l Smcmhcr 1'\ at a rate of 1:! ~ll per 
annum. Amoniu.rion of the ongmall!o\UC' .t.~ oltllll oiiii•IIJIII<'•I hi ol[IJIItl\llll.llt•l~ !> 14. \U4,tl(Jf) dunng I'JIJtJ ilnd " 
included in in~rtst eapense. The Scnrur l>".:nunr ._,,,,., ,.,,. , ... knu.thk .11 th(' uphun ul the- <"()mp.1n~ .sflt"r 
May 1~. 2001, at 1 premium drclmtnf tn par m ~rxt-t_ pit" .t..JlH'•I .tlld unp.11d 1ntc-u•,t The- Se-t•'"' l>t-.,count 
Noces agreement contains c-cnam rt~tndrH· '""'JI.tlll\ '"' lu•l11r~ lumt.•l•••n' "" th(' nu:unc-nc(' nf .toMmun31 
mdebttdness, with whidl the Compan) 1~ m , nmph .• n, <' 

1997......... . ....... . 
1998 ...... . 
1999 ................... . 
2000 ................... . 
2001 ........... . 
Thc-rc-;~fttr ... . 

<.~_II!<, 

._ <. fl I., 

--~_lilt. 

l". l. \ t•~.1100 

s l'- l.~ll-'_1)4tl 

The \omp.an~ 1\ J pa1h I•· \,lfH'U' •·•J•rt.ol ;,._,.,. _,_.,,-,-r~,.-,, l··r r,t.,·r "I''" .. 1hk \l'l.lt•rpounol , .• 11.hu1 

cqutpmcnt and utlltt~ p•1lc' "tu, 11 c \tt•ntl ·t.r. ··• ·t, • ~ .. - • •· .s: :• •! ' 

Future mmtmum lc;~w p.t~ mcnb lur o~v.r'l' ,,,.,,., :r.,· . ·'I ,r_tl ,,. , ,. ..: I},·, ,·mt ... ·r IJ 

1997 ........ . 
1998 ......... . 
199Q ............. . 
.2000 .......... . 
2001 ......... . 
The-reafter .... . 

Lc:.:. amcx.~nt (Cprew:ntmg Jnlc-rnt 

Present value o! future nuntmum lc-a~c- pa~ rncnt' 
Lc:.!t cu~nt ponton ..... . 

I II 

S I.Or-.t,_44:' 
l.Ol6AH7 

I.U~IU4K 

l.f.III'I.Ztl5 
'\4:',;:9K 

~.1175.1tl~ 

l115f•k.tMJJ( 

r~5M.!71t 

'i.003.7.H 
l.tU>.'~HJ 

S .t.S~6.7M 
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INTERMEDJ~ COM~f1 :~u ',\ TIU~S. IN< ·. 

NOTES TO CONSOLID~Tf.D HN~NC 'I~I . S'L\lUtt:NTS-Konlinut'dl 

6. Fa&r v.a. t1 n-
Th~ carryiDB amounts and ra1r value~ of !he c \ uup.on\ ' ton.on, 1.11 ,n,rn11no:nl\ ar Dr .. ·rmho:r \I .:arc J\ 

rollows: 

~sset\: 

Cash and cash equivalents 
Shon·Jenn inveslmenta 
Rt\lrlltcd rnvratmcnl\, ,·unc·nt .ruol 

noncunent .... .. ... .... . 
Accounts reccivabl~ .... . . 

Liabilities: 
Acrounts payable . . . . . . . . .. 
Long·term debe: 

13 S'i: Senior Noles .. . .. . 
12 .5~ Senaor Ducounr :"ole' 
Other notes payable .. 

'). 

~ 

. .,~ 
t .,,, .. 1 
\m•..uru 

'i()_11111• ' 1) 11 

\ l.ll .' l .ll(lo 

. '''·' )'1·1 

I~ )II . I :' ~ ~ 

l '~ ' J': '. 

i .... l . 1-P 

19W, 

<"•rnln& 
I •" \ •l .. t \muunc t •" \ • lw 

\11 11'1/o '/1 11 ~I K'l . ~-1 '1 .'1 \tl '.1 I X'l. <,.J'o.'J \•1 
lo .ll·ll 01111 lt,ll·ll llllfl 

'.' 11/,.JII'\0 • 7 I ' ' • I X'l ,,, 11~11.1 11~ 

. 'I' I I'll )'I .' 7) 1fo11 J'J -~-:' 1. ,.,.,, 

.~,:-,I !I I ~-. s .' 1 1.X11 ~.0h I s ~·1)\IJ'i.t)fl[ 

t .,, : no ••tt t I '''· ; I~- ~~~ ~ I :<_)(OII.IliM I 

!•1.1 ::: \ _ ~,~, : ) h .•17'i.IJUI 

{," t i-H I to~.C ~Ito I ~~~.0-lt. 

Th~ Collowang methods and a''urnp11n11' ''"' u .,·,J 111 ntlllo.ltltl>' 1 '" '.olo11"· I• ·• ''"·'n' '·" "''"""'''nh 

CtJSit and nulr 'qwn·tJlti'IIJ Till' I.Jfl\111~' ·"""""' ,,.1 .. . , ,, .1 "' ·h·· .. ., ··•l~ol.th··l "·'1.'"' ,. ,,.,., . ._ lo~t ,_,,,h .u11l 
cash cqui "alc:nls approx •malt \ ••~ f .111 \ .llu..-

ll'lv,smu·tiiJ : A!l of Dc:cembo:r .11. 1'1'11•. tit, ... ,. "'' r .w .• ·r.: ·' ' ' • J. , ··• lh·ol , ,, Jed.J I• • 111.1tuJ 11~. 111 ·", o rJ.111, ~· 
Wllh SFAS I I S. Accormtms for Corum ,,.,.,t,lt 1; : • "' I '• 1•: • • • . • : l.;.rtt. \,·, ,,,,,,.. n ,,. l.ttr • .thtt: o f 1h~"· 
investments ~~ C'~l imated hom quotc:d mar~c:l I'll• ... , 

AcTtlllnO ,,., rn·uhltt ,,,.,/ " ', 4,,.,.,. {'fn,Jblt J t,• '". ••· · .:u .. nuf '' , •••• t. ·.l 111 rf,,· • ·• · 1.,1.,, ·d l•.d.tlh ,. 

'hec:tt. fur .~~~uunb re~·c:nablc: and .. -.uunh l'")·l"k ·•1'1''"""··•·· .,,.., 1. .. 1 · .. dur 

Lottg·t,rm Ol'ld slrofl ·ltrm J,hl Tilt' 1.'\ltiJl.oto·ol 1 111 ' ,),,,· .. 1 tho· • ·, •mp.m\ · ·. "' ' ' '"" '"•' " I•.J"''l 1111 
neaoliiUd trades for the .ecunlrU a~ Pfll\'llkd h~ lht• I ·. ''"I '·"" . olt'•I''.IIIIC'III 1•.111 .. 1'1 II h~ "'"'!! .11\1 <>lllllt"U '·"" 

flows 11 th~ Company ·\ Lncremc:nlal bonuv. rn~ , ... , ... 

7. Stoct.holdtn' Equily 

Stock Opllo,s: ~Company 1\as a 1~'12 s ... , 1.. llpll"" l'l.on .md . 1 I 'NI, I "~'1-' lnr11 lmc:ntoH· l'lo~n llh,• 
Plans) uod~r "'·hrch opuon~ to .lCf.lUI/t' an ·'~J!H'C.Ih' •ol 1 ' ' '' · ~•• , Jo ,un ·'"'' I ''"''""l •h.uo·, '"'1''''''"'1\ ol 
cummun "tod, may be 111nt~rJ tu c:mplu~cc:' olll"'" ,Ju,·,, .• ,' ·"''' "'"'"l1.u1h ·•I tht• t "mf'.lll\ I h,· PJ.m, 
authonze lhe Board of Ol!~t:IOfS Uhc: liu • .erdJ Ill ,, ... m· ""<' lift \I' , ..... ~. "I'"""' LISI "'· ·' okll/1<'<1 '" s,·.rum 
422A(b) of the lncemal R~venuc: Code. ami ''"' ... "I'""'" 1)1.11 olll "''' «llll<~Jill '" lho: l<'l.jUII<'IIll'Oh ,,, 11\;11 ( ·u,k 
section (Non·lSOs). The Boud h3s dascretrunolf) .nnh"'''' I•• ,fooh·r:·nnr th.· '' )'<'' 111 ,,,, .. ~ "~''"'"' '" h•· J!I.Ull<'•l. 
the persons amonB rhose ehatblc: to whom up11o11' .... ,)) r.,· \.'r.ull .-d . 111,· numl ... ·r "' ,h,uo:' "' IM.' "'hi'''' 111 'ud• 
OpliORS, ltld lhc: lenDS of lhc: ftiOCk opuon a~rccmo: nh I )pi ~till •. Ill~\ he C'H'/\ l'<'d Ill I he ni.IOrl l'l anti .1 1 'IKh lllllt'\ 

u ti&cd by the Board. bul may not be C:leru,o:tl .rlt•·• th•· tnlllr .• m" "'''"'} "' rh,· J!'~"' "' ,udr "P' '""' 

I I .' 
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INTER~U:()IA ( 'OMI\11 INWA'l'JONS INC'. 

Non' .. ~ TO CONSOLIUAn:o 1-'INANnAI. Sl'AU:M.:NTS~Cnntlnwd) 

The followinJ cable summanlC:!>. the ttan,ao.:ttnn' lor lh\· tim··· H';tr, e-nded l.>c~:emhct 31. 1996 tclatmg tn 
the Plans: 

Outstandins. Janu.vy I. 1994 . . . . 
Granted ............... . 
Exercised ............... . 
Can(eled ..•............... 

Outstand&ns. Deccm~r 31.1994 
Granted ............. . 
Elf.etci1Cd .............. . 
Canceled .. 

Oubt;~ndmg. Dcccmlxr 31. ~~~ 
Granted .... . 
EkCCCISC:d .. . 
Canceled .. . 

Outl>tandmt!. De~:emhcr 31. I ~~t-o 

h::!7.7N 

_:: \;\,~~M 

l~l.?:'itll 

I 711,4(,.& I 

741(7fl7 

'\~IJ.057 

I \7)1\11 

•1.'1.111'11 

1.1 1.,_•17~ 
I I~-;- I!P 

'·' l'l'lhl 

'"'--''"" 

I'"' St.•n 
Optloct f'ncot 

s 6 06----Sl.2 13 
SIO :!~-Sl2 25 
So 2S-SIOM 
S 606-SI.:! n 
S o llt)--SI2 2~ 
S ~ ~0-S I Ci ~,, 

~ t1 l!i S I~ 2'\ 

'!- tt \K S I: :'\ 

s 6 l)t) S I" ~t, 
') l<J 7~ s \4 'ill 

~ ,, lK S.:! 1 ot, 
~ (, ftll s 1'- "" 

The BuanJ uf Dtrei.'lm'> h<l) re'>er,cd t-o74.1-~~ ·"·"''' "' ... mm .. r. .1 ., ~- m '"lllll'dl"n \\llh ''"'~ \L.ur .. mh . 

• md 2.-'62.3..! I .. h:uc~ of ~:ommon \Cud, thai nl..l) h,· '' ,,,.,~ r. · t'llll·l· . .,,.,. ..If,,,.,, .hr.·.'"'' .111.! • ••11·-uh.mh ••I 
the Compan~ rur~uanl In \tnd. IIJllllln' .1' 11\,1\ ,,,. olt-!•·rrrufl• ·I .... rP,.· I!.·"·' ··I l•:r···f••l' 

Pro lonna snfunnallun rcgardtn!! nee 111.:<~1111' .u~ol ,·.u runr ,.,., ·.h ..... •. ,,.,, .. u,·d h\ \l.llt'lllrnl 1.: I. "hrd1 

aho require\ I hat the anturmallon he llctcrnunl·tl J' •I lh,· I "'"l'·trr-. h.~ol .•.. · ·•rnfl•,ll"r '" <.'IIIJII"~···· '''" k "I'''""' 
:_:r:1ntcd sub1oequen1 m Dc~:cmhcr .H. I~~" undt't cht· '·'" ' .• h,.. ""''"' .1 .. , '"·'' \L•h'tllt'nl n,,. '·"' '.dut• lm th<''\' 
llpt1on~ w:h e'hm:ued .u the dale ''' )!r .. tnl u·.rnr ' 111. .. ~ ...,_ :.-·1• •'!'''"" I'"'"'~· tnnJd ""'' •'11: !o~lln\-'IOt: 
wcr,hted-:lV<'fJI!l' :l!>sumpllon~ for 1(1<15 and IIJ9t. ,,,~ !rn· rr.lt'H"-1 r.ott··· ·•I h ~·; .1 J.f\ldc-nd ~reid ol tern. 
volatility fn~:~or. of the C\(l('!.'tcd m::uket pnrt ut lh<' l· .. mr.m\ · · ... , mnn ,,, "~ h."eol "" hl\hlfi(JI uend'l. Jnd a 
"<'l,htcd·avcra~t: Cltpe<:tc-d life of the nplltm' ••f II\C ~,.,.,, 

The Bl::u:k-Scholes opuon valuatwn mndtl ..... a, olt'\ .:lope:.! l••r •N' 111 ,.,,,ma11r1~ rl c fan 'aluc of traded 
opuon~ ~-h,ch have no vesttn' re~tnctron' and Jrc lull~ u.m,lt'r.thlt' In .. dd11r11n. "rll•lll VJo'lahnn modeh requrrt 
the rnput of hilhly subjective :assumpuons rncludrn1 the t'\Jlt'li<'J '""'~ prll.'<' .ol..sulrt) Bec.lu\e lhl' Company·) 
employee ~tock opcion~ have charactensllc~ M!(nlfl(anll) .lrllt•rt•nt !rum '"'"'' "' UJliC'd ••P"""'· and ~l.'au'c 
chan,es in chc )Ubjecti\·c tnput a~~umptlllll' ~· ,r , rn.ll<'ll.ll h .oil•·· 1 rho· !.on ',,,.,.. ,.,,1111.1lt'. m m;ma,:c•·•~·nt'' 
optnron. thC' t~t~llntc modc-b llo nnl ne~c,,;lllly pruHllt• .1 rdr.~hk 'm~ll" ""'·"u'c- ~rllht' r .. rr 'alut nl1h empluycc­
''od. upuon~ 

For purpt•'c' nC pro fnnnm di~du,ure,, Ch<' ,.,,un.rt.·ol '·"' \ .rlu.· .. r th·· "''''""' '' ·'"'"'"''·,ltu '''I"'"''' •1\l.'t 

the nruons' VC',Irnt~ (l('rttld. 111e Company ... pru lllflll.l lllloiiiiiJir .. n '"""" \ 

Pro fonna net lo~~ . . . . . . . . . . 
Pro fonna C':tfntnr' flo~'>) per 'h;uc 1 .'!)Ill ~ •-' lSI 

I I \ 
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INTERMEDIA COMI\Il!Sit",\'l'IONS INC. 

NOTES TO CONSOliDA n:n •. INAN( 'I AI . SlAn:~tt:N1'S---4l'ontinuedl 

Sloc4 A wand PIDlu: Durin& 1991'1. !h< < \ •m1•.1n~ rnh:rr•l •Ill" lt"\lrldl'd ' hare ;a~reemenh ~•th three 
UCC:IIUVC orficen dlat provide stock award .ncenti \'C~ Pur~uant Ill the a~rc:~·mcnt\, up(<) an ;aggregate uf 2.55,000 
restric1ed shares of common scock uc awarded to the tl''po:..:II\C ull~~:cr' upun the att;unment uf .:enatn \lock 
price mikstonel rw~aina from S20 to S40. Share' a~ardl•tl undl·r thr'r arr .m~rment\ \C'\I u\·rr a (lC'nud of fi\'e 
YCII'I foUowinJihe •ward. Durins l996. 200.000 \hJtl'\ " 'c.'fC ;,~ •• ulctl ~llh J fau \OJiuc: of s .... m .IJ9:s. Whtch 
IIIIIGUIIt will be unorti.zcd over I he ve~ I 1 n g pc nod 

Stock Warnii!'IIJ: At December J I. 1 1~•Jh . "'.tll.llll\ roo pur. 11., ,,. th,· looll• •"- 1011 ,Jl.lrt'' "' th<' C'umclany'' 
common ilock were outstandins: 

s... 
6.282 

317.460 
)~.400 

') .J ~~~ 

.. ~IJ 

Ill St. 

t. \pi nhun dalr 

Mardt .J. t'N7 
Junl' ~ - I'.N7 
J II Ill' I . ~1100 

As funher discussed in NoteS. the Cnmp.m~ '"u,·.l .... ut.rn" .- 'I 'll" '!' 111 .' tJot , l,. ~--l'.llll' \<;I),.JI .II l ,Ju ri."' ••I 
corrunon stock ' " connection With I he: "'u~n.·l· .,, clw \,·moor ""!<" l lu· c · .. "'1'·'"' .• J,., ''·" "' . .u1 .1111' ••uh!.mdm~ 
I nOll had been i~liUed (or consulting 'iC!"\ ll'C:\ 

Shor~lmldrr Rights Plan: On Marlh 7. l'l'lh c l~t· lloo.u,J ··I lru''" " ' ' ... t .. pl<:.l .1 \h.11{'h11hk r RrJ;hh f'l..rn 
and declared a di\ltdcnd of one commun ~tud. l'ur.'•·•·•· l<r~ l 11 ' ·' H• )•ht• ' '" , ..... h " "'''and rn;: , hJrt: "' .c•mmon 
stock 10 shareholders of record on March Ul. IYYh .'lud1 Rrrht, ••nh ll\.'<•>m•· c:H'Tli' .Jhlc . "' u;m~krah ll' apan 
from the COmmon Stock, len busme!l ~ ~Jay~ after .I r-: r"'n olf )'l••up l,lll t\l •p111111~ l'<· r,on I ..l<' ljUHl'' hcnclll'ral 
ownenhip of. or commences a tcnlier ur ~ll.l' hJil~l· n lln hu . tv ; ,,, 111oor.: oo!TI11· ( · .. mpJn\ · .. "'m1111111 , tod , 

Each R•!!hllhcn may be.' (' \ l'r<.'"l'tltH .Juttlll l' I• I!J< ~ IIh " ' .• ' " ·" '' ool 1111· I •. ;up .lll\ ''•'Ill'' (. PH' Il'fH•d ,r. ... ·l.. 
at an CJIC:fl ' I' C pw:c of SK!I Thcr.:o~llc:r up"n the " ', .,, ,..,,. ·· • •: , ··JI.un nt·nh rh,· t<•;·hh rr~ruk hool,kr' ••lht:r 
lh:m lhc Acqumng Perwn 10 acqu1rc: lh~ C:JI.I\IIn~ Con r p.1n~ ' prdt·uetl '' "' ~ "' • •>rlHilllll ''"d. ,,, th l." \ Uf\r\rng 
company havtng 3 Value or !~' I CC' the C'li.CTC I~~ J"lfll'C ol !he: lot l~hl\ 

The Rtght:-. may be rcdc~mc:d ll~ rht: Cu· np.~ n~ ,., ,, ,. . .~,., ,1 ''' · '" I''" ''"' ~ Il l ,,...., l< •fh l ..11 ·•• ·:- tlll ll' un11l lhl' 
IUth buJtnC~' Llay rollowmg pubh' .mnount.C: IIII."Ill th .. t .I I". r· '·'' '"" "·" hn·n olllj UIIC:LI "' lc:fl III:,JnC\\ <Ia~' 
after commencement of a tC"ndcr or exchange: o llrr 

ltll.tlwrt:.~d Sltar~t.: On M;l)' 2.-' . t '196. the U<l.&t,\ ·•t t h1.:, t. •t . ·'i '\'!'" .:,\ .m "'~ 1.: .1w 11 \h( ll>lllll'l\."1 •>I ,h,llr' 
of aurhonzcd common stock from 20.000.000 11 1 (,tJ .I .H JO.rJI KI 

r ~ ~ 
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lNTERM•:mA < ·o~IM' ::-m ·,\'fiONS JNC. 

NOTES TO CONSOLIDATED nNAN( 'lA I. STA n:~1f:NTS~ConUnu-.l) 

I. lncomeTua 
At December :H. 1995 and 1996. the Cnmpan~ had Wmpurar~ <lllft·renrc' ~!ween am<~unc~ of ;r~S.C:h .1nJ 

liabilities for financial reponing purpos.c:s and w.:h am••u•u' m~·;"ua·J t->~ t.n t.~~, The ('nmpan} oll\<) ha~ ne1 
opentting loss (NQL) can-yforwards 3\·;ailable hi ulhel futu1c 1.1\..t!lk mullllC' Stj?llllll:ant .:un~p<m~nls nf the 
Company's dcfem:d tall a~sets and habtlitic!l 3!1 uf Dc~:cmlll.·r , I an: .. , f.,Jt,. .. n 

y......, ~lft'Jf-•NI 

Tax over book deprtciation . . . .. 
Intangibles . . . . . . . . . . . . ....... . 

Total deferred 1.1x habihues 
Net operaung loss carryforw:ud~ ... . 
Other ......................... . 

Total defened (ax a'~" 
Ltn valuation allowance 

Nc1 defcned lax as~~:t<~ 

Dtft,......Tea 
Auott CllaiKUc, I 

IWS ..... 
~ tiAIU.II7) ~ 1\HI.II.:t.•, 

•'· l:!-U2~1 4! .K~'U \'It -----
Uo, 7\.a •. \4:!1 I K.(!IJCI.I ()I) 
1-l.l'llUI45 .\7 .m I.H I H 

:' llf.74t, I.OH.'-11(5 
. - --

1-l .a•N .'if~ I l K .1.~9 .00 _\ 
I~. 7h~.~.a~~ I ~115::!~.K-l.:! I 

--· ---
h_ 1 q __ l-l~ li,tttJI"J.I fl I ----· 

s s 

The Company has net opetatintr lo!.\ ~·afl)f~>l"·'"h ••1 ·•l'Jl'"'Hu .• rd~ ~·~s IKKJ.IIINJ .tt fkn•mon .\I. 19tltl 
that ell'pire in \'3rious amounts from 2003 tn .W II Appr.•\1111.1td1 )t.~ _, ~ JO Ot)ll ol •ht,t' net opc:r .11 !Of It'" 
canyforward i~ subjec1 10 the "owncrshtp l.'lo.:angt"·· rule' ul Srd11111 \s: "' tlw lnt~·rnal Rl.'\l'llut" Cootk "' /9~t, 
and can only IX' uulizcd .:u the rate of appm,un;ud~ ) ll.tl< lll,l 11•1 p.-r ', .. u 

The teml\ of the Company·\ Sentor Sote a~rc:cmc111 '"'t' :--. ..... '• "''-IUIIt".l tht· c-. •mp.ul\ ,., u'e a pun~<>n ••I 
the debt proceed~ to purchas.c.- pledj!ed \C.:unttc~ !Re,tno.:lcoJ "''~',llllt'Ohl •ulll.!t'nl lu P'"'tdc lor the pa)menl 
of IOleresl on tile' SeniOf Note~> throu~h June I J99K The c .. mp;ll)\ ''-" pur<h.l\('<.1 ,l!tl\t'COflh'lll \e<:••n•t('' ""htl\e 
m:uurity coinc1des with tile' interest repayment d.1tes 

The Company's restncted tnve\tmenh at Dc:l·c:ml~r \I. I'JIIf• ·"'' "lllllll-llltC'<I ·" 1·•11•"', 

( iro'\\ f itO\~ bllmatfd 
.t.mnrlllnl I nrnltt•d t nrr•llu4 t'alr 

C01ot (;111\\ l.t}1>\ft \"alur 

U.S. Trea~ury Notes ..... -.- .. S II I,Kllh.l K'1 ~ ~)! ~.071) S,0.72-l.IIIJ 
Certificates of ckpo~it .......... 6 .. l 'iO.Ill II J 6.3~0.000 ----

'H7.1 ~fl./ K'l S· ~K.?.070 SH.H1~.119 
--·--- -:.~_....:::::.= 

The amortJZCd cosl and esttmated fatr '.1lue ul" tho.: Comp.m' ·, ,,. '"" t~·.l 111\<''llll<'nh .11 I k .. ·mlt•·• II. l•l•ltt 

by concraclual tnJtunty arC' \UmmilttleiJ 3' h•llul<\"' 

\morhud htimaltd 
Mat¥rilln <'o•t t atr \" tlu' 

Due wichin one year .... ~.'c._,~-unt s~t .. fl''-·'~''t. 
Due .:~fter one year rhrourh fivt• ytoarl> lt~.JXI \\S lll .• nK.I.:!~ 

I· 1'-
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INTERMEDIA COM!\tt:Ntt'ATIONS INC 

N0rr.S TO CONSOLIOATt:n .... NANf 'IAI. s·1 A'l utt:N'I~l'ontlnul'd) 

10. Empoyee ae..et ftaD 

The Company hal established • 40)(k) proftH,hann~ plo.~n l:mpluycc~ 21 )'Cal'$ or older watt. one year of 
W!rvice an chsib\e to p.uticip.te in tht plan PanKtpanh u1aY dt"t 1 ru 'unrnhutf!. on 01 ta•·defcrrcd b;ast\. :JP to 
15., of their compensatiOft, not to n..:ecd S9.~11U an IWt• lhr ( ·.,lll(lauy ~•II mah.:h unt'·half of a p:utiCIJlant'\ 

cOMribution. up to a muimum of 3'1> of the p:uttCtJlanf', t.:"IIIJX'II\alwn The Cumpany'!> m:uch1ng contnbullon 
fully ve«s after fi~ yean of service. The Compitn) ·' "'nmhuu"n' 1<1 the pl.1n were aprro•tmartly U8.000. 
$8S.OOO and $77,000 in 1~. 1995 and 1996. rc,pcc!IH'Iy 

11. OpenU.., l..ala 
The Company leases nghiS·of.way and <;ahlc ~omhul '1'·''<'. hl~t·r "Pu~· ~Jhh:. rernunal t..ctluy :o.p;tl'C', and 

office SPK'e· The )cues generally cohl<~m rcnl.'~ J! .. pr'"'" "lu.:h l.tnJ!c lrnrn unc )Car '" lifcet'n yUI\, wtlh 
cenain riJhts-of·way and c;sble conduu \fM~·c ho.·w•• r.·m·u.tl•k u~okluur•·h .1llt'l rhc nutunuun lea'(' 1cm1 \ltbrct t 

to cancellation n01ice by either p.uty tu the lca't' lr·,,.,,. I'·'' nu·u•·· 111 '"Ill<' • .1\C'\ ma) hr: .uiJU\tcd lm rclatc:d 
revenues. increases in propeny !all.es. opcuuni! "''" "! 1!w I<''"'' .. mol m.-sc.t'C'' tn rht' Cunwmcr Pru:<' lndcJt 
lease e•pensc was S908.000. $1,466.000 t~nl.l S·t.1'1' .110u .. m.t lot 1'1'1~. I'I'J'i .. 111d I 'J'If>, IC\Jlt'(11\'cl~ 

Future minimum lease payme-nt~> undet nnth o~lh rl.rl•h: · •p•·r.tllll)' k."''' \< llh ,;,~m.r~ IC'IIII' ol mttre !h.m •>ne 
year as of December 31. I 996 ;uc a' folln~' 

Rl ... ll-ot'-Wa, 
aftdCabit 

<: 'lllldwc spac: .. •·tewr Oplr( c •hi•· 1 rr uun~l I •uhl• 'r~u· ( tftlc~ ~p.'ll(~t foUl 

1997 ...... - ... SI2.:!SO \ 'i .\.:!.~I )II ) t .' 1 1. i >ii! s ~.1 :~./lf)() s t •• ~~5.1 ~0 

1998 ... ~ ..... ~.:!~.t.u .::. ~,,)\,()t> ~ I.071A l~ l •. l7H.-l'iO 

1999 ... -.- .. -- ~~'i.-i.U .'.ls~ . ..?~'i ~.'7lJ_5.0 'i . .!i.l,..? 11 
:!000 .... . . . . . '~ 1.2!!11 r ''I so- ..?117)~51 ' ~•Jti•J l)( 

;!001 .......... l~ I !SH ,.,1• I'll l-1'111. 1,: .. ~.Ill I ":''lh 

Thereafter ...... ~ 1":' .IX~• .. '·:·".~ .. .. ' 'Itt~ I. 7() ·; I H. ~~t1, 705 

S\2.:?SO ~:!.~l)tl.1().4 '1•11 '~"-' ~ .' ')I~.'JUl,H! ~.l~.'JM . .:!'i7 
= -

12. Contin&~llcia 

On May 3. 1995. the Company "'"c:ncd a d;um lo1 lhdt'tllntfl,.tll"n ·'~·""'' chc lonner .. h.JSc:h .. iJcl ul f'hnnc 
One. Inc. Uhe Former Shareholder) (m apptn\lm,Ud\ sr l!llllll•ll ttll .J,(uunl t>l" \JfiOU\ breachc'l nf 

rcpr~s.enlahons and wananues made h) the Fomu:t 'lh..~u:h .. tJc: '" lh<' c 'oompan) '" the .sgrccmcn1 l•lr the 

acqussition of Phone One. Jnc lthe Phone One A\'qu1,111on Aftn·nwmt l ht· I nrmcr Sha c:hoJ..kr ha' <~bJc~·tcd tu 
the 1ndemnificauon c:la1m. wh1ch •~ \UbJCCI lu .utuU.tlllm undl'r tla· l'horw r Ju ... -~' qu"H'"" A);rc:c:mc:nl On :Iota~ 
24. 199.5. the: Fonner Shareholde1 adv"cd lhl.' Cnrnp.m) chat 11 h .. , hied" .:mnpl.Jml agau•'>l the Company m the 
Aorida circuit coun (or Dade County .. ecklng f('\~'1\'>ltll\ Ill lht• l'hunc: 4 Inc lnt ;i((jUI'IIIIm'l ilnd dilmagc\ tnr 
breach of conuact in excess of 53 mtlhun Pur<.uanl tulhc m.md.tt"l) arh•rtahon requucmcnt'l uf the Phune One 
Acqutsihon Agreement. tn July l99S. the: Cump.1n~ lllc:d ..1 dt'nulhl f•>r .utntro~llo>n. anJ the admn \o\J\ '>I.I)Cd '" 

the c1rc:uit coun The paRies nego11a1cd a 'enlcrnc:nt propc•,..tl. .tn.l "" Auj!u't :1. 1~9f•. the Js,putc: wa' \Cttlcd 

and mutual general releases e11changcd by ~ ht~ h thc CornpJn~ dd1 H'IC'd ~ ~ l 'i 7 • •I the hnhlh.sd( '>hate\, pur.,uanl 
to che terms of !he Phone One: Acqut'llmn A}!tt'l'mt•nt On \o·prt·rnl~t·r '· I •J'If• 1he ;II.' tum '" "" u11 cnun ""a\ 
dr\missed wnh preja..dic~ 

The Cmnp;any 1\ nut ;a pa.ny tu ·"'' • •lht·t I''''"''"'' lq·.ll I'', .• ,., .. ton1• ·. ,. ,, ''1'1 I• ., , .tt ,. •u' • l.sm1' .111.! '·'"'Ill'' 
ans1n1 tn the: nonn.al c<.Jrse of bu~anr.... I ht· C ·.,m,.u.\ .j,,,., no~l h<'lll''<' lh.11 lhc'c ll<~mlal ~·•ur'<' "' hu•mc" 

cla.tms or lawsuils wdl have a matcnal,·ll<'ll unthr c ·,llll'"'" , !1u.u~t1.11 ,,.rt.llfl""· ,~,ull' nl ·•pcralmo• ••r .;J,h 
ftow\ 

I I,, 
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INTERMEDIA t'O~l:\UTSIC"AliONS INC 

NOTES TO CONSOI.If)A Tt:n t'INANC 'I AI. STA'It:\tt'.NlS ~( 'cNttlnwd• 

13. S.bMq....a Et.C 

On March 7, 1997.1he Company sold 30.000 sh.VC\ (3J!~f('J!3t(' h<jUto..latwn rrdercncc SJOO.OOO.OOO) of U\ 
l)~fl> Series A Rcdeem1ble Eactl.angeablt Prderrcd Stud,. du(' :otl'l. Hh(' "Prdtrrcd Stack"! 1n a pnvate 
placement U'llnuc:Uon. Net proc:eeds to the Compan~ amountl'd h• "l'l"'"mt.tld} 1.~KK.H7~.0fl0 Ua\u.ltnds on 
the Prcfel"n!d SCOI:k accumulace at a f3[(' or 13~~'\ nl lhC' art!rq:JI(' h<juto..l.lllllft prclcrt'nce and Ut' payablt' 
qi&IU'U:rly, in lrft&l'l. Dividends *" payable m ca5.h ••r. ar the- Cornp.any ·' upllon. hy tht t!>Suanct' of .Jddthonal 
shares of PrefeiTCd Stock ha\'iftl an llggregatc hqu uf<~hnn prl'IC'rt'rt' l' ~"•Ill·• I '" rill' arnuu11t of \uc.:h dtvtdcnd~ Tht 
Prefel"n!d Stock is subject to mandi!tory rcdcmptu•n al th lniU~<I.ahnn prdnt•nu.· ••f 1.10.000 per \hart. plu~ 
iJCCc.tmulated and unpaid dividc.>nd~ on March .ll. ~1111'1 lltl' l'rdnn·.l ''"' ~ '"II I>(' rl."o..lcC'nuhlc ;u the option of 
the Company at any lime .after March J I. 2fX)2 .sl rate' ~·umm~·n""i! \.\ 11h II K• ? 'i': . o..lcdmmg '" II){)'\ un :>.b.rc:h 
Jl. 2007. 

Tht Com,.ny ftll)'. It Us uplll•ll. , ' ' h.lll!-!r """"' "' .all .lo.u·· ·• "' 11.. I'" lrrH·•I \h" ~ loor th«' < ·.,mp.sn~ ·' 
UY.t~ Semor Subordtnatcd Debc.>lllurc,, Juc :111,.1 •1111' ·1 ,, h.wro· I •· "·""'""·,· • I he I \d1.1n~t:< l>ct>('nturt'~ 
miturc on March 3J. .2009 lntcrc~t on the C'\dlo~llt•' .ld•o:ntouo·. • I' •... ol·l·· ·t'llll .•:onuo~ih . .snd m.n tiC' p.11d m 
the form of additional EAchangC' Dehconturc\ .11 lh<.' I ··lllop.or•\ . ·'I'· '" I •. to •• r.~··· · ldlC'tUurt·, 14111 he rc."1k<.'m.shlc 
by the Company at any ltrnt' afltr M.ln:h ·'I. ~110.:.' .tl ,,,,,., • "llllllf'llo on;· "llh Int., ... ; okdtniO¥ tc> lOll''; on 

March 31. :?007. 

I I I 
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Dwa?p 7 

For lhc yw ended December l I . I 99.5 
Deducted from oU11C1 iiCCOUIIIS: 

Jalant·r •• 
8t'liflllinK o~l 

J'l'rt<.! 

I "•rJCrd '" < 'llarlf'd to 
I ·.,,I\ •no! I llht't 

I •twn~ "" Dllllb I Not IICt I non 

lbla!M:I' at 
bdfll 
.... riod 

Allowanufordoubcfulaccounb .. S "'.7•11 S "''-~~~ ~'~ 7 . l!Url t S ll~.'l"l~l ~ ~-~~ . .aou 
Far &he year ended December 31. 1'./Q~ 

Deduc:led from IIICI ICCO&.IIIIi. 
Allowance for doubcf~o~l accounh 

For the yeu ended December 3 I. Jll')h 

Dcducled from as~l accouniS: 
Allowance for doub1ful accounl~ 

I I} Amount rc:prew:nts ;~llowanl.'c lot ,j,.uhtlul ,, . , , .,,., . ' ·!'•••· ''' ... ,,, ,., :, .. , "'' '• tlot· ll,·,,·"'h,·r : . 1'1'1~ 

a~uisiuon of iiJI 1hr outst:andm~ O.:otflllll"n , ,, ... ~- , •I I 'll· ... ,. ' •· ·· ln. 
(2) Uncolh:ctiblr accounl~ ~~o·nucn uti. rwt "' ,,., .... ,.,.,. 

t Ill 
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SECURITIES AND EXCJIANGE COMMISSION 
Washington, D.C. 20549 

'---""-1•'0"--R-"M-'--1 0_-_Q"'---- _ j 

QUARTERLY llEPOR.T PURSUANT TO SECTION 13 01{ 15(dJ Of' THE SECURITIES 

EXCHANGE ACT OF 1934 

For lhe Quaner Eoded Sepu:mhcr 30, 1997 

C'mnmluioD Fill: Number: 0·201)') 

INTERMEDIA COMMUNKATIONS INC. 
(F.ur:t IIIIDC or re&ismDt as spccifaed in its cb.lner> 

DElAWARE 
(Swc or CXbcr jurilcfict.IO.D or 
iDcotpontkm. ot OI'JinizUkxt) 

59·2913586 
(I.R.S. Emp!O)'CI 

ldemi(ication Number) 

36l5 Queen Palm Drive 
Tampa. Florida 33619 

(Addleu of priDcipal cm::utivc offices) 

Tdcpbonr NWDber (813) 8'29-0011 

~~de:-. bJ cboct mart ~ lbe rcp.trm (I) baa r.Jed all rqoutts u::quued lobe filed by >ection 13 or IS(d) of 
lbc Socul1lkt Bllf"h•np lv:l. of 1934 dadrJ& lbe pm::cdUI& 12 months (or for such aho11eT pen Jd &hat lhc registraDI 
'Mil rcquRd.IO file aida rcparll), aad('Z) bu beea lllbjcu 10 IUCb filing roquircmc:DlS for the puc 90 Uys: 

Yajl No 

AI o1 Now:aaba 6, l997,1bcR ~ l7,268,0S711wa oftbe Regisuanfs Common Stock OUUlaDI1iog. 

Pqc I or Z3 pa!&a 
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INTERMRDlA COMMUNICATIONS INC. 

INDEX 

!'ART I. f1NANCIAL INFORMATION 

llt lll I. 11na.acW St.ataDwu (UnaudUed): 

Coodewed Coosolld&lod Stai.I!IIICDU of ~ons • Throe &lid nlnt IIIOil1h 
perioch eoJed Sep~.~:ubcr 30, 1997 &Dd 1996.... ... l 

Cooden"'d Cocsoll4a&ccl 8a1aDce Sheets - Scplanbu lO 1997 aod Docanbcr 
31 , 1996 . .... ..................................... . ......... _.. . . .. .... . 4 

CoodcmccJ Coosot1d&l.cd S•ucmcnr. of CW Aowa - N10e mooth pcnods 
CDdec! Sep«embcr la, 1997 md 1996 .... ....... .. ... .... .... .. .. .. .. .. > 

ltWJ a. Maoacan.mt'a Dl.vlasdoa !llld Aual,rds oC financial 
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ltem4, Submlafon oC Mtitcn co a Vol~ oC. Sec:u.~ Doldtn . ... .. .. 111 • 111'1 I II 21 

(lem $. Other Won~~atLoo ............ ,. .... _, .......................... .. . ... ........ . 

IICIII 6. l'.'llh!biU &Dd 1lqMwu oo Fen.. 8-K ........ .... . 21 

Slpetura 23 
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PART J, FINANCW.INFORMA.110N 

INTERMEDIA COMMUNICAnONS INC. 
C0NDDiS1D CONSOUDATED SI'ATEMlNTS OF OI'F.RAnONS 

(Uuadlt<d) 
(Ia lbouludl, tlttpC Jbal"t 41111) 

................. -----~.ac~~....-..-...· 

s,t-btr JCI, lt97 Sr('l~_'!'t..r_.!_O..._!~ s.rtnnbtr JO, ltt7 s.p....,. ,., 19M 

-----.... 1 .... 

---~'td!id£~ 0 0 I ----= zc 
C.. fl ...... 
le:lllili. ....,. .. , I I IIIIN 

D; '1 --1 I 
Olllpb..,._UD 

Odla'--~): -­"""-... ktcn TUn .._,. ... 

Sll,ll4 
JO.•o 
n,637 

"' 71.146 

49.012 

'·"' ,., 
"·"" 16,1<tl 

lU&B 
10,7<16 
1!1,2~9 ,., 
3).980 

~u101 

1,413 

'" 10,174 
51U5 

4).414 
(9,45-t) 

..... 
~·"~"' ==~ (19,111) 

{17,619) (10,774) 
5.711_ 

(100\) 
~._._,.,.,t, I t=en1 oldlbt ----, ...... (14.Xl5) 
Pnllmd alet ........... raetlca 

....... , *•-·" IS 1 

.._.,_, .. 7 , ... ~ 

........ -* ........... ~ 
a. 5 ,._ .......... ~ ... . ___ , __ _ 

!(14.~5) . 

"'·"' {".90) 
000 

{~!!}, &!:! 
16m no ,, ll6,448 

._ __ 
' 

ru,4S7 &9,670 
54,1ll 1!1.49) 
O>.m 31,1116 

'"' ,,. 
165,317 64.m 

116~ 41.554 
21,409 4,)16 
215)7 1,174 

"·"' "·"' ....... 12,069 ..... ,., ... '"" {Jl4,111) (20,66ol) 

(l!l,m) (24,179) 
16 691 "'" (157,)15) "'164l) 

~4l,ll4! 
(]01,219) 0',642) 
{!!,1111 

!('ll!.l!T) !('!5.642) 

(111.21) "'·"' !!l 0.00 

P"-a (!l·69) 

164Q 7JI U~21546 



• • INT£ RMF.DIA COMM\JNlCAnONS ~C. 

CONDD.'SED CONSOUDATIJ> 1.\IANCit IOU\trr'S 
(1Juli4Jttd) 

(lt 11>auua4&, acqLohal'o 1/ICora.alloo) 

S.pl<mb<f 10, 1997 

CUJT<n~ ~: 

CUI> and ca.ab oqulv&law 
Sbon-urm l.o-

R.atrlacx! - -ACCOWIII I'CI<ldnble. lcs3 &IIOW&IlCil for 
doobCIW ICCOIIID of $3,m In 199'7 111:14 .$1,)46 ill 1996 

Prq>ald Cl:p<Dia &lid~ CWTall &.-. 

TOUJ QIITUII u:scu 

T dCClOCIIIDiir>lc coqiJpmcm 
l..t::u voradm:rt ~ 

Ttlccommualc•uloc.l ~. ""' 

lnWJafble weu, ad 

otbct I UCU 

TI!W w;eu 

UabWtl~, Prdernd Stoc.k l.lld Stod.holden' f.quJty 
C'lltrtal Uab :Jltlcs: 

Aax>lmu payable 
Olbtr acalllld Cl:p<Dia 

C'wTecl POnloo of loq ...,.. "* &ad capiuJ lcuc obiJ&,aUoo 
T ou/ Q.II1'C:Z>; llabU1d.<:a 

l..o<ll«nD cldlt .....s apll&l ....... obll~ 
rou1 lu bW!le.a 

Suia D rockcmlblc cxdla4&t&blo ptd'emd aodt alld ooauec1 41YI4co4i, S. IO 
pu .,_,~ eoo.ooo ~t.am lloiCIIarilld 111 199'7; w ,m ~~~&ns .... . ndiaa .111 11m 

Sc1b 0 ,llmkor eaa-rtnlblc pretanld llld..., ~ 4l~lola!dl. $1 .00 
par rtl~ 69.000 lt.am II.CIIft.1zld Ill 199'7• 69,000 ilbiTea a~•c,pdhiiiD 199'1 

S~lden' equl.ly (4dldt): 
o-m- .a_ $.01 pv ~ jOitXJ,OOO 1bata ~ Ia 

bocb 199'7 alld 1996: 17 ,011'/ Alll alld lt .W,l40 ...,_ a-.1 &lid 
..... ........ lff7.-f l 996, ........., ..... 7 

MdllioGII ~ Cllpllll 
Atm= 'Wd 4lntJI 
Odcn'Od CQIIIC w kle 

fcxal I!OCt1w!lden' ~ (~ 

Total llabOhlca. PRfemd Rock alld Pod"okim' ('(jUJiy (defldO 

46,815 
016 

529,114 

4H,SH 
(65,731) 
)f7.114 

l61,6 t0 
f> 647 

$.47.3U 
:1, 2$& 

) ,atl 

79.4~ 

"' 5 3.0 
()1).4 ,&.45 

) 12 ,002 

170,109 

ll I 
1)7, ))4 

019,t71) 
(!,!9!) 

(90,I?I! 

D.c:cnbn Jl, ·~ 

$1119, )46 

6,()41 
26,6'1~ 

19,27l 
) llO 

JA6.764 

10.4' ' 

141 ,4~1 

Q7,fl4) 

48 ,397 
l 391 

S$111?40 

SlY,I9l 
10,)01 

Sll 
40,7lot 

H79?5 

)98.709 

J6J 
lU.il I 
(91, 141) 

(7,602) 

ll4,l.J ' 



• • INTERMEDJA COMMUNICA.TUJ:-.iS INI·. 

CONDENSED CONSOUDATEIJ ~IATI:r.u:r.,·Ts m: Co\SII H.U\\'S 
(Unaudll~) 

(In Thou.,:mds) 

Nlnr moniiiJlcriod endtd 

St·J•IrmiH"r 10, 1997 Sep!anber JO, 1996 

()ponllaa­

""""' Adjnsfmmlt 10 W""'CII' ac:c Jou 10 oct c:.ull 

(UICdloj pnwidod by .......... Odi>tdoo; 
BmwxdJally Aoss • arlr w'nanhhmmt of debt, ooncash ponion 
DqJrecildoa IIIII IIDDitizllioa, IDcln"ina loaD cosu 
Gaia. oa Ilk oflrloi:('l••mmiacaliom cqu.ipi:DCDI 
Awi:c'lizllka of clefemd c:ompms•lloo 
A.ccndla of.,...,. aa 1111a 

PuMIIoa b dc.-•rtiW 11''..,.... 
Cbup lor 1111'1!""1' IW) 

n.,...ID opalild1iil 1111e11 IIIII lilblliticl: --Prcplld eq• n•• IDd odaa' aural USCll _...,... 
()Cba' IIXrUOii Clp"'" 

Net cub used iD apenliq 1C1iY11ic1 

ra--. ... -
Paocbw of lbiJrt.fam iavciCII"'"" 
~ oftmi""A, ac:l of cub. .:qulrul 
MalaridCI of lbart-cam lawllliletda 

Mllartda of laUicral iuw • •• Ill' 
Procccdl froiD. uiD of &clcc•l!lmmkations cquipiDC.Dl 

r.:~aae of'dec """'" rr--. cquipmeat 

F' ....... 
Procccdl fnllll Ilk or pftfan:d aock. oca of 

..... ....,. CCIIII 

PtC1cecdl ffta ...... 'C of ..... ,...,...... DGIQ 

PtC1cecdl ,_ .. of .XW""'M IIOdr: 
Proceed~ fnllll cwdlc of IIOCt warn~~~~ ad apdom 

Prtadpll Pl)'IDCID a:a bJ&-tam debt IDd capiLli kase obligation 

Na cub tcOtided by fi"'P'ivc Klivtda 

....._ ...... 0011 .... .­

CabOIId-.- .. -·~­
Cab 0011 .... ......- .. 0011 of period 

sapp'=H" .or • fll c.a.aow ...-~ 
-pold 

See accompanying notes 
5 

($201,219) 

5,869 
JS,SI4 

(12) 

1,095 
27,712 
3,8}4 

W,<m 

(2S,M8) 
(1,483) 

•.m 
3,685 

(81,876) 

(150,085) 
S,S50 

30,805 
44 

<•7s.n6) 
(292,462) 

4S4,992 
362,99l 

2,861 
(IM,9S3) 

6SS,B93 

281,SSS 

189 S46 

$471 101 

$11 7!i9 

(SJS,M2) 

12,178 

SOl 
8,583 

714 

(14,879) 

(2,2!18) 

JJ,9l2 
8 52) 

(10,148) 

(10,291) 

9,481 

(80,810) 

(81,620) 

171,226 
112,086 

!280! 
2B2,332 

190,364 

""..., 
$141 )61 

$16 67S 
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IN'.I'ERMEDIA COMMUNICA nONS INC. 
NOTES TO CONDD{SED COI"SOUOATED J.lNANCIA!. ~TATDf~ {Uuaudlltd) 

"The accolllp4Q}'illc wu•ldilccl ooodcnscxl coru.ol~ fuw.dal aUIC4lenl.llu.-e bccu prepued In accor~Wl« 

wllb ~)' ~ "CCC'-'"1 priDclp'ca for lal.erim flOallci&llnf~rm&tloo aDd wllb ~ inalroclloas to 
Jlorm I~ IDII Anlde 10 of lt.e,WA&Joa S·X, A.c:cordlaaly. lhcy do 001 lncJIIdc all of~ ln!OflllllJoc ILid 

footDoct:s rcquiRd ~~y ratnlly aca:pC.od I«W'"''"' pnadpla for CDIIIPie~e ~w .ulellltllla, llllbt 
opl.nloo o f m•ikf"'"CD', &IJ ~UII'"Call (OCinlllliDt Of normal f"C>CIIJ'rinliiiXI\WJ) ac:cawy lop~ faJrty 
lbo lllforlii.IUOQ .... fotlb ~Ill ba" '*"' IIICI\ICSfd The occo~ln· ~ {OOiOUd.oll<d now.;~ 
lWclllC:IID lhoul4 be rud In cooJUOI:Ooa Wllb !be cocsolt4&ted 1\n&ool&l IUkUJGQU • tod fOOWOifl lrdli<kd uo 

!be ()!mpeny'a "-! Rcpon oo Pol1ll 10-K for !be yut ended Ocumbcr 31 , 1996 

()pcntiaa raula few Cbc :!Inc lad allx IDOdb paioch ~ Scpcc.mber 30. 1997 art DOl~)' &II 

lod'C'11oa ofebcre:sulu that may be a;pcacel for~ year cn<1l.o& Deumbcr 31. 1997 

Etm!nu per Sbm; 

ln f'Cbnwy 1997, lhc PilwdaJ Aaw•n~ lnc SWIIl.Uds Boud bsued SU~emdll of Fltwlci.AI ~ 
Slmda:da No. W, "fAmlnp flu Share" ( "PASO 12.8 ' ), wblchcaubllS!Id oWidltd.o lor computl:n£wl 
Pf"V"'' 'll cam ... per ~haft.. PASB 12.8 rq~lac:a Cbe prevnt••lnn or priDwy &Od tully ClllUitd ~ 
pe1 ~ wllb bulc aDd diiUitd eaml.np per ~. rapcctivcty 8&1lc tvnlnp per .bare arc ~ by 

divi41o& me- IYaiYhle 10 QOCIIII)OO J0!'i1dde11 b) !be wci&IW>J avcn&e laiDibu ot oomrngn mua 
~few die pcliod. DDUitd Ql11l.op pe1 ab&rt on c:ompll.ed dmlluly 10 tully clllUICCI ~per 
dwc. Tbc IUIIdard ben~~ I« finmd" IUICmaltl for pctlod.t Clld.lna lkr Dcocmber IS. 1997. Mlh 

~Mliet appllc:ar!Qa 001 pctllllaEd. fof !be lbrce lad lliDt: IDOIIIb periods aided Sepc.embu 10. 1997 &DO 

Sepltlllbcf 30, 1996, caruiDp per ah " . UDdt:t P ASB 12.8, would DOl have been lmpJ>4Uld. 

bl J\IIIC 1.997, !be Phwdal Aaw•ot"'-' St.an4arda Dnud ~ S•••M\c:a! of PlnmdaJ ANX:o•mtna 
Stla4lrds No. lll , 'DIK!OIQIU aboua SepDmU of &II ~K &lid Rdal.cd WOC"IIWioG' ("PASB 
Ill }, which arpczvdtt F\ua.od&J Ammdna St&.od&rdJ No. ••- PASB ll1wa a llliJl.llcmeo& appi'OICb 
II) lqlOO fUI&Ddal lad deacrfpUve lofonll.Uioo aboul a Oxnpauy '• open1lna aec.meuu 0pent1.nc aecmeou 
-~ c•cupc mC 1 o( the CIIIU..,rue (qr •'bleb Kp11UC ftn aNia l lnforma&Jon b pi'Odul;o1 
"""w"b' lor C.C ~·a IDM11'3"""' PASD 131 Ia ~octlYe tor fUal yean be&bmlnc alia 
D ""C IJ, 1997. 

ln J~~~ao 1997, die f'lalacial AOC»Irlln& Sl&lld&tda Board IUUild Stllmwnl or Pin&nd&l ~ 
~ No. UO, ·~ ~ IJIICOCDt • ( ' PASS 130' ) J'ASB I lO rc.qu1rct CW tDCI.I 
~ '-end ClCiqlftbcali"Yc ~acoma per a1we bo dlocloecd wtlli equal pmmiDCOOII u od 

I.Qooa)t tllld ~ por llwe. ~w 1Doomt II ddbd u &11 eJ1.anau Ill alod.bolden' <JqU!ry 
udwlve. o( lhn•occloot wt4J crwuen -uc11 u upllaJ oonul\lutlooa &lid 41 vldend.l PASlJ 110 Ia tfroctl~ 
ror f\&Q.tl year• ~ allet Drc-cmbcr IS. 19?7 
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Oa July 9, 1997, CODCUn'allly wialllhc ule of lhc: t.,OOO,OOO Sc:ru::i I> 11qxmwy ShaJc:i, (as derLDtd an 
Hole 3), lhe CampMy lOki $606 miiUoo prioci~ amown at matullly ul II "''lo Senior Uilcowu Notn due 
2G)7 (lhc "II M S Noca•) br. a privau: piiClCrDCDI trmsaction_ Subscquem thereto, lbe over-allotment 
apiDa wilb rcspca 10 11-= II "1o Note& was eaercUcd and d1e Company wid an additi:l.W S4.1 million 
pdDclpaliiDOUIIIatllllblril:y of II W lo Noca. The issue price or the I I V. ~ Noces wu $517.48 per 
SI,CDJ priadpll- ll mlblrily of lhc II "$ Notes. Net pr~eds to !.he Company amounted to 
~ $365 mWioiL Cllb iDicral wiU DOl accrue on the II ""'.C. Notes prior 1o July IS, 2002. 
C••rlq J..-y 15, 2003, Cllb iDieresl Ob the II \4 !\: Notes will be: rayablc ~mi·lmlually in aneus 
oa July 15 aad )IDUIIJ 15 11 a ra&e o{ II W $ per annum. The II \4% Notes will be: redeemable, at lhc 
CUIIpiiiY'I opdma ll my timr: Ga or ftr July IS, 2002, and art pari pauu willt all other .cnior 

·~. 
n. Compuf Ullda pordoD.oftbc proceeds of lhc II IIi.% Notes to retirr or dde~ (lhc"Rctiremcm") 
h&aac1ia'l AH'"'ht& 13 lAS ScUx Ncxc..s d\IC 200S (lbe .. 13 1111$ Noles"). The Retiremcat raultcd in 
ID UlnORiilllry ._,lisbon iD tbr: ICCOIDJWlying consohd.lttd llatemenl of opcratloos, of IPflroWn.ately 
S441111111oala ... __ o!l997. 

Allo • DOCC J, SUblequc:Dll!.va&s, for Information rt"gardin& an addi!illlul iuuma: of dc:bl: .ecurities 
....._ .. ..,._.:10, 1997. 

Noce 3 PRfgml fdnslr; 

0a Mardi 7, 199'7,11-= ~ IOkllO,OOO l!w:e~ (ar.grcgatc hquitl.lliOilJitdcn:oo: SJOO million) of iu 
ScnctA ,........,..., Pvh• ..... Prcfemd Stcx:k, due: 2009, (lhe "Series A Pldemd &od:•) La a 
p:rtvac pi_...,. lmn!C'k"L Net proc:ceds 10 lhc CoQlp.tny amoumed to lpflro.tim.aaely $288 m.illioo. Oo 
J.- 6. 1997, ... 0N'\"'"1llml:d JQO,OOO llbam (~&&regale: liquidation prdc:rc:oc.c SJOO m.Wioa) of ltJ 13 
IAio Sedel 8 R"""'""Mk PP"hencnblc Prd'cned Stock due 2009 (the "Series B Prekrred S&ock"), which 
wac~ aade:r II.- Sccurida N:f. of 19)3, u amended, in ucbangc: for all OUtltandinB lhues of lhc 
Scria A Plelaicd Slott pariQIDIIO a~ e&clwlgc: offer. Dividends on lhc Series 8 Prd'errcd 
Slact .,...mmtw II a ra&e of 13 141 ollbc qpegalt' liquid.uicm prdc:rmce lbcrcof aDd an piyable 
quu•l), lD man. Dmdcodlarc payable br. cub or, at the: Comp.tny'& option, by lhc lmaancc of 
tM'dnMr llwa of Scrta B Plefeucd Stcx:t blviDg an aurc:g:ue liquidation prdcn:oc.c equal&o the 
..,_. of IUCh dlvldaada. n. Scrta 8 Preferred S&ock is 'ut.ojcct to m.mda1oly rcdempJoa AI iu 
liqnM""-l prefaea:e of SI,CDI per lbarc, plua 81XW!llllated and unpaid dirideodl on Marth 31, 2009. 
'1111 lata BP'adu&od Sloct willie mlonneblc II tbr: option oflhc Company II aay lime after Mudl 31, 
2002 II rara •'llm"a '"C 1ridl 106.7Sio, +rt!atD& 10 IOO'.C. 011 Much 31, '1007. 

1111 0 ~ ...,., 11 ill, apdoa. cvJam&r IOIDC or all &bares or the: Serle~ D Prdemd Stocl for lhc 
0• ... ..,.• 13 MS Scab' Sal:tordiallcd. Deballura, due 2009 (lhc •f•cbange Debc:abues·). The 
E .......... Dell "-allllbna Mardi 31, 2009. lmerest on lhc f.J.cbange DcbcQNta ·• PIYable aeml-

'b, llld.IIIIJ .. PIIciiDibebm ofedclltt.au' fteh•ng( DcbcnfUJ'U allhc Cmnpa:n)·'s oplbl. 
P• ' 1 Dt a will be ph :He by II-= Company 11 any lime aflcr Much J I, 2(1(..'1 II taleS 
Mm I Cwiiiiii06.75S, +d"daato IOOS oa Nudl ll, 2007. 

'111111 CanpnJ II ........ *' Serb 8 Pn:ram:l Scoclr. 10 ltJ liqWd.alion prdei"UIOt: dJruu&b II-= due dale cf 
... Serb B Plillfoutd Sloc:t. '111111 waiw for lbc cbree md nine monlb pc:riods coded Sepcembcr 30, 
1997 .. SZ26 It end ..S IS12 .......,,, respea.i~ly. 

'1111 Ca.....,. eleclld to._ ~y U,OOO additlo!W llwu or Scriu D Prdc:rml Stcx:k, in lieu of..., ................ , .... , d "IUiaeuteol 112.9 million in Jame 1997,in pi,._..oltbcflhl 
~ dh' 1 1 t+ • ; ' Ina Marcia 7, 1997 lhrou&b Jame 30. 1997). In Sepccmber 1997, lhc 
C.....,elecadto .... W"'' d"ly li,DOOiddiliorW lham ofSeriu D Prdencd Stcx:k, In lieu of 
Cllll, ........ '' 1 '' F'w prefaaK::e ot $10.6 llillllou, In paymc:n! v( lhc leCODd quar~erly 
dlridad(81• ._.fnlat.llllrl,lW7111foucbSeplemberJO. 1997). 
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Oo July 9, 1997, ... CoalpMJ lllld 6,000,000 Dcpoltllry stw~· Uhe "Ser!CI u lkjMI\11.111 'I • .. •·,rn") 
(agrcpae liqn"'ll"'" preFerace Sl50,000,000) eac.b represcnli'lg a one-hundredth Interest m a llwe of the 
Complay'a 7S Selia: D Juaiar Coawatiblc Preferred Stock, (lhc "Series I> Preferred Srod: "), an a pnvare 
P'......, U'MIKdcle. Sulwflal lbacco, lite O¥a·allouncal op1100 wilb rcspecl IO the Series 0 
Dcpostr")' Sbua wu uadled lad tbc ,...._J aold AD additioo.tl 900,000 Series D Depositary Slmc1 
(agreplt liquldldoa prcfcrax:e of S2l,500,000). NCI proceeds to lbc Company amounrcd to 
'PI'fO'''wly S167 aaiWoa. Diwldeadl Clllbe Selia: D Preferred Stock will accumulau: a1 a rare of 7~ of 
lbe qa:rcpac 'itp'' rle• pcelawelbaalllllld arc payable quat1erly, in arrun. IJividends arc PI-Yilblc in 
call •· Mlbe C 5 lJ'Iapdcla. b.J tbc ..........,. of sbara of Common Stock of tbe Company. The 
Scric:l D Prefcmd Sloc:t wW be,..,.,...,.. Mlbe aptiaa. of tbe Comp;wy 11 any lime on or after July 19, 
2000 M nra cammen iD& wtdl l04S, ... , ...... lo IOOS oo July 19, 2004. 

Tbc Scric:l D PU6iial Sloc:t ta ClliDtaliblc, Mlbc apUaa. of tbe bolder, into Common Stock of tbe 
OWnpenJ M a CGINdu& Jlricc of $38.90 per lban: of Common Stock, subject to ccnain adjusunenu. 

Tbc c......,. II ~CeRda~ lbe Serb D llcpw'''"Y Sbara lo its liquidalioo preference tlllou&b tbe due da.tt: 
oldie Scria--D Pld::uut. Slact. Tbc 1CC1e1ioa ror 1bc lbree aDd nine monlh periods ended Sepltmb(:r 30, 
1997.,. SlSIIII ... •-d. 

Abo- DOle S, "'hhcq!M!I B¥1111, for iDformadoo regarding an ldditiorul h~uauc.c of prekrred •tack 
....... 10 s ' .•• JO, 1t97. 

Note 4 Acqyilldogs 

Duril& JUDe 1996, lbe C'aDpeqy qairod lbe Tdcoommlmications Division of EMI Com.municlllons 
Cct:JiOildoa ("DO, illr..t..,. far 9)7,.500 lbara oldie Comp.lby'& commor ~ted., valued .11 

ippind••tdJ S16.9111Dlka tk ~ wu IM:CCJIIm&Cd for by lhe pwdwe meLbod of accowW.ng, 
wtlb lbe purcbuD price e!JcraMd 10 lbe fair val~ of Uldl acquired,. principally tclecommwdutions 
equipnnw. EMI'IIIIW:UDIII"OicllkiDI d.lvWaa.. bcadquukrcd ln Syr~. New York, is a provider of 
flame ~day bued •WOit --=a lad lalaadlaD&e privalc liDe ~rvicc.s prinwily in lhe oonlaitem 
lJDII8d IIIIa. DO apa-__.. ~ mlctcnt'ne lad faber optic digital actwork capacity iD New 
YOlk. M=t '''"'I, VCRIIIII, ltbadlllllld. Ccmcctic:UI, New Jcncy, Pcnnsylvani.l, Milf)'llnd IDd lbc 
Dlllrlcl of Colua6la ad """"''" POPa 1D IDOIIIDIJor cllic:s in lhe.se states. 

IJar:bli Do ember 19516, lbe a..,_,. JC9IImS. in two aepan1e lrans.accinns, ccru.io asseu IDd the rda&ccf 
l-""*',.. ofUahlall T .... lac. ('tnT, ad Nc:&Sol¥C,Iacorporucd (•NetSolvc•). Tbc purchase 
price far tnT' ' W 31,310 llllaa oflbe Cclmpalry'i CODIIDOD lloct, vaJucd atapproximaldy $.9 
mllliaa. llld IIIII 1 b. of wualmwly S2 mU1ioa of tnT's liabilities. NctSolvc was p.arcbascd for 
calla of $12.1 miiUaD. Tbc • 1 · !:h• ue .,.... ... ,., for by lbe purdwc mclhod or accounlill£, with lbc 
s-m- price ......... ID lbe fair nlae of .... ICqlliml, priDclpally goodwill. The goodwill, lududirt& 
Ill l!dcUdcwJ $.2 miDioa far lctll eq &IIIII, for dae KqUisitioas bas beeu adjusted during lhc fant qu.aAcr 
oll997 due 10 lbe ftna'lzedm oflbe pan::buc price .Uoc.Uaa.. 

0.."-o 2', lt97, 6D C 1 if P**' 11 fralll Telco CoauramkaUoas Group, lnl:.. (·rc~co•) five loa I 
tftd "*- 18• he _.......,. •awt "Cpipnmt b::al&d Ill A.J..l&ala, a»caco, Dallu, 1..01 AIJ&d.~ 
IDd Nn Ycd: (IIIII '1'IIID An J ' 't.a•,. 'ftna of dae IWildaa wW be upgrwlcd 1o kK:Ilnq dlltMt.~ 
"*-=' '•. wiiii6DC 1 )'lpa.mddcplo)'mealofallcast faftceftlocal/loDidiluace 
- ow-br ... _.of 1,, Ao ... of ... Tcko A<qubllloo, 1bo Ccmj>u>y ..................... 
ldWWt II* I id .W. far l ... ,_. pertod.. Tbc qpeptr: purcbuc price of lbc Telco AcqulliUoa 
wu ~ 131 miiUaD. '1118 c ..,..., bcllcva lbU lbc Tck:o Ac.qul&llloo will allow lbc Compuy 
10 ... npldiJ dlpiDy 1ac1111a1t ,.. • Wllce lwildla Ill tbelc: awtcu IDd 1o do 10 a1 • lowu ovcrllll 
CIIIIL II....._, 6111 2 41 ..... w i I od a plft of lbe Telco AcqlliJIUoo wW permit lite O'WnpleJ 
10 N lh 1111111 1 fl 7 'f11 A 'Ill II 1111 ; dly lad iiDxi!y aetworb. lmplcmcntatiou of A TM wW 
fediMw ki'Mk-lri ct-._."'*- --=a lad DeCWOrk effic6eoctea . 

...... _JI!Irlt97, a.r••• • z 'aoDIOBX,IIIIcorponted(•DIQBX•), aludiag Dallonwldc ~ 
_.. jiAida. • .... Cillb c 1 W.,.,!tlh:lu for tbc acquilllkm wu approilina!dy SIS.> 
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mllliaa aad wu haded witb lbc Company's e~1s11ng '"ash rcsti"\'CS. 1be acquisition wu accOUDied lor by 
lbe purcbuc medlod or IIXOUnti.ng, wilh lhc purch.uc price .dlocated to lhc fail value of aucllacquire.d and 
liabUldc:a uNIDCd. for purpose of the fuuncaa\ ~tatcmcnt!o a\ of September lO, 1997 and for lbe pc:riod.s 
lbca CDIIcd, ccnaiD upec:ll of lbe pwchuc price ;allocation, rcl•te.d to duplicate octwork facilidcs and 
difle:dDa Jcac IIWbl r&ICI, were IC«lUnted for on .1 prclinunary basis peodiq lbc tceeipC bJ lbc C~y 
of edrlltioalllafonDitioa IDd lbc perfornwxe of ccnain cvalu.uions. S\K:b infotDLltion aad cvalua!ions uc 
•nriclpwd 10 be compleltd ia lbc founh quancr. In addition, IJ1c Cornp.~~~y obl•ine4 10 iodcpmknt 
YllualicG rclalcd 10 riiCd UICt.l, dcw:lo~d and in -process lcchnology, aid olber idcotirlablc izlwlgible 
IIICU. Bucd upciD lbll nlualioa, lbe amount allocated to purcbucd re~Clreh aDd dcvdopmem ($60 
llliDioD) b aeoordcd u a DDt-lillie clwgc to umings in lhc accompa~~yina coruolida!ed stltc:IDCIIIS of ........ 
1bc lalk7wia& IIM"'itr:d pro fOI"'DD mulls of ~rations prclients lhc ooruolidaled ruults of operalioos ;u if 
lbc q•!tk ... of UIT, NccSolt-e aDd EMI bad OC('Urrtd on January I, 1996, aDd DIG EX OD JaDI.IIt} I, 
1997. Tbac prufunaa rauka do noc puiJIOn to be imbnttvc of the resullllhalactiW.Iy would hive 
OOCUrftd if lhc l"ACDp"'iet bad beeo acquired as of tJtal dati" or uf rnultl whirh may U(CW 1o the futwe. 

(Ia, ""'• ''') -llellooa 
Mel lou IUribu&ablc 10 common Slockholders 
Na lou per commoa shin 

Nine Mootbs Ended Sep1tmber 30, 
1997 1996 

Sl84,96l 
(223,3SS) 
(250.•13) 
(IS.Zl) 

$90,215 
(J6,m) 
(36,873) 

(2.78) 

Oil Ocrabcr 30, J997, lbc CompiDy IOld 1,000,00) Deposit.lry Slwe.s (the "Series E Dcposiwy Sharc:a ") 
(tare&* Uqaidadoa pRfamte $175,000,000) ea.:h repre.senting 1 ooc-b!Uidredth imeRII. in 11barc of lbc 
Ccnpiay'1 7$ Saica B Juaior Ccmat.iblc Prelc.rred Sled, (tJte • Seriel E Prefcmd Stock"), in 1 privae 
pleraneac ln......,... ~ lbc.rc10, rbe ovtr-all~nl option wilh respcu 10 lhc Scrlcs E 
D:prw""J Sblrel WU aadtod ADdlbc Company &Old an additional 1,000,000 Seria E Dcposib:y Shares 
( ... epiC! I ..... prclacacc of $15,000,0000). ~~ proceeds to the Company aroowllcd 10 
~SI93.11111WDo. DivideD~~ on lbe Series E l'referred Srock will accum~ ala me of"' 
of lbc 1Qiepla Uqak'PIIoo pR:fcte:Dte lbcrtor md ue payable q1W1erly, in mean. Diridc:Dds are pay.tllc 
ID CGb or, 111bo ec..-ay't opdoD, bJ lbc iuuaDcc of llwe.s of Commou SIOd: of lbc CompaDy. Tbc 
Serb B 1\cfcned ~ wtll be n+cnMbk: It lbe optioo of the Company II .Ill)' time OD 01 aller October 
18,2000 a r:-. PHI! M'"ID& wilb 104", declining lo IOO';C. on Ocrobcr JB, 2004. 

1bc Serb B Dcpol;llarJ Shira wW be cuaft11ible at any time af1er December 29, 1997, lllbc opdoD of 
lbe ldda' IIIIo l)wpmm S&octoflbc CompiDy a11 convenoion rrice of $60.47 per share of Commoa 

Sloct, IUbjeci.IO c:aum -till "*· 
Ccll:wieadJ wldlllle ulloftbe Stricl B Depositary Slwcs. Lite Company IOid SlSO mlli\oa pdDdpal 
,_ofi711S Sailor...__ 'liXJ7 (lbc •s 718" Noccs") ilia private placemcDI a-u.Yedoa.. Net 
........ .., 1b1 C 44111 te••w! 10 approximaldy $2.43 millioo. Cash imerell(ID.Ibc 8 7/IS Note~ will 
be ...... Tllllli •t'IJ .. liNin em May l md Naw:mber I 11 I rile of 8 7/8" per IDIIWD. 7be 8 
711$ Nola ...... re.! eMe, albc Compaoy'l optioo at any time on or 1f1cr November I, 2002, aod 
.,.porlpusu-IDOibor_. .......... _ •. 

Tbc pn:aedl ol .. Serb 8 l)rp'I''IIJ Sbafa wW be I&SCd 10 fi.DaDCe lbc conti!'llwd expaaaLoD of lbc 
Compuy'tlfk 'c ..... .nrrotb. lDdudiag bul ootllml!ed to, nclwort electronk.l, Nth u 
kalllaDI dinml:e .,.._ IIIII diiiiWIIcbrs, ADd for gene• II C.OrJIOfllC p!llJIOSCI, llll:llld!o& wor.kiq c.tplt&l. 
Tbc- pn:aedl ,_ 1bo oflllrtlw ollbc: 1711" Notu wiiJ be UICd 10 l'wk. up 10 110" of dte COli of 
....,....,... « c w:dou., lbl Ccnpiay of aclec.ommuokllioas.r~laled UICll . 

• 
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Tbc CoJJowio& diN:uuW.Ibould be rud in ronjW1CIIon With the condeMed consolidated fUWJCial Sllltemenu 

llld aaiCI datrao iDclucled bacwilb, IDd with lbe Company's Maru.ccment's Discussion and ADIJylis of Financial 
Cgwljdte ml Resulb ol Opc:raiaas ml audilt:d coosolidated financial statements IDd DOtes thereto iocludcd illlbe 
ro..._'slllllaal rqa1 oa Form 10-K Cor lbe )'C.U ended December 11. 1996 ftled with lbe Securities aad 
e.,m,.. c.,......ndoa. 

O•a•ll• 
IIMnDda O>mmnnir:Mklallac. (•bdamcdia" or lhc "'ComJ•;my"). formerly lntcrmcdia Communieatiom 

of FJadda. IDt.~tnut~~...,. 29, 1996, is& rapidly powiaJ provider of intCgrlicd telecomm\~Dicatiou IOivtioau; for 
b'•"rem. pMl'IIDIIW. ..S lbc lt1•MamuDicttinas iDdustry. llcadqlLlrtcred in Tampa, Aoricla, lmenoedia is lbe 
lhird llrp:ll (baed ma _,..., IC'ctoalaMmk"ioas revenues) amoog providers referred 10 u CompctitiYe L.oc.aJ 
P•ch..,.. CanXn (•a.a:.•) . ....,aa4ia otrm • Cull suite of local, long-disWJCe aDd cabab:cd dar& 
ltJ«omhliaicltiom laft:el 10 lw"''"' ml pcmmr:lt. eud ~r customers, Jong di.sUDCC c.arrien, Internet acnice 
pnwldcn, raellal, ml wtrclaa COIIUIIIUDk-atioas companies Krvinr. CU!Iome~ from 43 uks otnces loca&cd 
lhrou&)aoullbc eu&afl UakcdSUia. llllcrmed1labo provides enhanced d.:IWATM and lmei'DCI servica ta. 
lpPnWmlldy 3,787 cidc:llllliaawtdll, o«criq customers. seamless cod-to-end wnnect.ivity vinu.ally uywbcre i.n .... -. 

Sb:c illincepdoD Ia 191'7,1bc CamP'")' bu upcrienad &ubstantial growtb. BuildiDc from iu; origiD&l 
buc Ja fkdla. llllamDclilliiiiiDW Ai*ovldcr O( ialcgrased telcc:.om.munic.atioOS services 10 CWUJ!m'll dw baw I 
)llaeii:C Ia die CISICn1 Uallcd Slalcl. 1be Cmrpaoy CUtTently bas II:D di&i!.tl fiber optic: oc:rworb aDd provides cad­
lO-aMI~ lbn:lupow lbc Ullllcd Stalc:l aDd mac.y intcmatioll.ll markets. As. iu Derworb ioQd Knioc 
offeriDp !aPe e~. 1be Compaay bu upcricftced signifacallt year to year growth in tevcoues aDd customcn. 

lalcnDcdia o••••ICI wilb lbc JQC!pnbo:nr l.ocaJ fuc:b..ulgc Carriers ("ILECs") aDd llllereWwlge Curicn 
(•JXea•) Ia Ill acnice lerrilory ml oftcr, ~full rmce of voice and data telccommwUcations services. ~J~retmo:::~·s 
'="""'*""" IDcbD a t.m.d map ot•••"•ll m1 covernmcul c.od usen ;and IXC's. The Compaay dcliwn }ocal 

DdWadl: IICnkel, hrlgdiin& kal *' ' "'I' aemcc, priDw:Uy over digital fabe-r optic ~elecommunkadoas aerworb 
daar k ddlltt OWIII or lcaa. Ia ._ dn:nnntux:cs, leasing facilities c1l.lblcslhc Company to more rapMDy lnitiau: 
aavice ID ""''ODen, rodlacca lbc rilk of DdWadl: coasuuctioo or acquisition aDd po&eDtialJJ impnms c.asb flow due 
10 die red'.,..,.. or dcfc:nDeD& of capbal cqac'ihwa. 1be Company a4o offc:n cM1l!C"bt data ICtVka to Ill 
aM'OIN'n • a Cl:llllltw '" dly lldMxt daar r.owat iu customers, either d110llgh Ill OWII DCtwOrk or lhrough 
Giber cantm, Ia kcadMW 1bn:1upow lbc CGUmJ' aDd ialcnWiona1ly. Thi! imerdry qcrwork wmbiiiCd wbb tile 
C'ocrpn;)'"•loc:allllal dlllaDc:cl ¥Oice IWiAdles aUowt tbe Company to provide imere.u:huge ion& d.isUDCC service 
domadcolly ml ~. 

Alia •· qlh•, ........... pcoddcd lpfd&IICCCSI and private liDc services to lXC'a. ID 1988, lalcnoedia 
walbe linllel:t >"''I h •aa pcootdea bt Ronda to be&f.a providing apccW acccu aDd priva11: liDC RTYicet to 
Wliacu a•aoawn. Ia 19tl, ........,l:lepa offcriDg lnlegration &ervit:t:s in response to cwtomcr'a DCCd.J and In 
199'1, ~ jaa'Oduuld Ml finl cnh.,....., dMa services to provide nc.x:ible capacily aDd hl&bi.Y reliable e:od-10-
CIIS dMI _. b Ia t ' ..S pweaw aaROCDen. 1be Company began offeria& bl&cruc:ballp loa& 
~ _. Ill DOl k• 19M, ._..IICnkel ta 1995 aDd local eJ.CbaD&e ltnica bt -1996. 1be pKC wilb 
"'*'1be C c., ._ .... h 1 _. .mr.c ofte:rtD&I .1au CDibkd ll to achieve 11dJIIanltat Jfti'W".b, iiDprow ill 
..... of ..... .., ...... ot ~- 1be Compaa)' belii:Yes llw bualDcu ad JO"'UDmCDI 

• 1 d. '1h••ID- b a ••••'•' lbare or Ill rcmwc: over lhe ac.:~ Joe¥Cral yean, /'JcQuae or 
............. II:IIUiy 10 oftlr ada cu+ ; ialq::rmd, cost-efFcc:t.iw ll:lc:comm\lllk.alioot aoludaaa. ·fbc: OxupaDy 
biUe¥ei &bll ...... dae flnllilw ,em ot kal arhtn&c ~doD. tile IXC'a may emcr die m.utel by becomiD& 
,.... ota. c-• ...,·.~oc~~...... u lbc [XC'; pnuc: • raellcr strstcgy. lhe lbJOUDI or revmuc die 
0apaDy ....... fnlllll Clftlln _, laa I I, dauiD& dUI period. 

J1r-.- 19P21brau&b 1195, 1111 CoqMR)' W ldlleved positive E.DrrDA and Wcreased iu revcoue buc 
IUIIIIWiaDy. &aowu, • • ....ra ot llpllkaa 111.-e•mem• lo rcaource• oeceu.vy 10 laUDCh loc:al e1.cbut,gc _... ... ...-at d' ... ..,._, Dn'DA decrcucd u a percentage or rcveDIIC aDd tile Compaoy'• 
B111D4- wpltwi b 1911 _. 1111 t1r11 tine quuten of 199'7. This wu due to lhe slplific.aru up froal 
'"I • 1 rellled ID 1be danlag '1 olla aetaorb md le.ued racWtics, lhe revcouc frum. wtUcb b el.pCICVd IQ be 
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realized iD lalCr periods. The developmeDl of lbc Cocnptny'l bii&IIDcss aDd lbe imtallation and up;uu10n of It! 
DCtvrorb bave rewltecl iD pd.uanri•l Clpira1 cKptDdi"Jra a act &ossc:s during dlis period of ill operatioru­
Procuremcn~ of rip-ot'-wl)', edmi"'uralioa IDIIIDiinraaaac:e or f.cili1ies, dcprcciatKm of network capital 
expenditures IDd tala, ....... ldaaialalrldvt CG111 wtll CODiinue to ICJM'C'~CIII llllf,l" /llllliun uf the f'unqJmy's 
C&pCDICI duria& ia npid Clp"''im. Ia ldcllricm, die Coalplay ll c~iol rapid growth in moulctmg aud 
selliD& npmses mm'acm wllb lbc 8ddilioa ofatW CU'WD"I ud ao bx:rased level of scllinr, and marb:ting 
aaivily. All of 1be awb:liD& IDII.Idlia& eq• "M awdwd wilb lbc ~equisilioo of oew custoau:~rs arc expensed as 
~ llC iDcuned C'Val.lbou&h 1bcle CUI""'Dtn ue npcacd 10 patratc recurring revenue for We Comp:any for 
ICftDI. ,an. 1bc coo•i•'f"' tlpiiiiMla of 1be Compaay'a aetwoiD iD IDlicipation of new customers a.od lbc 
llWbtiDr; oflm'iceiiO llltW'IDd e&il:dll& a•• m·n Dlbaclore adve11Ciy impacting EDITDA of the Company in 
1be acar 1am. 1bc 0 "44 11 ••if il"!a, llutlbcn: CID. be DD auwucc, that as iu custo~r tmc grows, 
incrcuatal~"na~UC~ will be peda' lb.m iaaawaal opalllllla: cq:.emes. 

Oo Juae 2.4, 1997, lbo Complar p.udllled fnllll Tc:lco CommnnieatiollS Group, Inc. (·Tdco·) five long 
dimatc YOice llrilcba IDIIIIICIIIary DelWCirt eqo ........ localal iD AtWILI, Chicago, Dalbs. Los Angeles and New 
Yort (lbc ·re~co Acq ......... ,. 1'bRc or lbelelwlk:bel wUI be uparldcd 10 loc.U/Iong disWlee voice liWitc.bes, 
coaslaar wilb die Cclalpla(a pl.-al....,_. of II kill nrttcn kalllung d!ll.l!lle ~uiLC •wildlel IJ)' lhe tnd 
of lW7. lu pan of lbc Tc:lco Anpris''ilm, lbc C'CIIIIpiDJ lbo KqUircd ccnain octwork. transpor1 Krvit.es for a lhrtc 
yus: period. '1bc qpqa ptlrdlnc J1ricc of lbc Tc:lco Arqnislfioa was approtim\&c:ly $38 Dlillion, which was 
•Jbdwially briuded ill lbc C)wnpu;y"1 ....... qpenrtinua f« 1997. 1bc company belieres lhat the Telco 
AC'"'f"jsil;,q., willlllaw lbc Compu;y 10 IIIIa npidly dlploJ 1o1::a1J1ooa: dlstaDcc: voice swilcbes ia lhese nwlcu aDd 
to do m • 1 lower Olla1ll COIL Ia l!dclh!m, lbc lll.....,.t IICIYk:a acquired u pan or lbc Telco Ac.qu.Uil..ion wiD 
permit die Compaay ID .......... Ill dcplgymca& of ATM iD 111 ia&cn:iiY and intraci[}' networks. Jmplcmeut.1tioo of 
ATM will faclliWc eMifioo:aal mtugrcd dlti.IDII voice IICIYk:a IDd oelwork. efficiencies. 

Oo July 11, 1997, lllfermedia"a wbally owac:d .....,1"J, Daylight Acquisil..ion Corp .. complclcd 1 mercer 
(die •Mcqer•) wicb DIOEX, ~ (•moex•), 1 ~ llllioawide business Internet services provid:r. 
'1bc ~Aft&* Cllb coaddaldaD for 1hc ICqUJIIIIDa wu ~pp~t~ximately $155 million and was fwlded with the 
~· ....... -•nnoeoiDJulyiW7. 

DllriDa lbc rcmieter of 1997 IDil bcyoDd. lbc C'<vtpaDy bdkve&tballts growth wifl be b;tl~ amoog iu 
local tzdwllc.loa& di.amcc IDilcnhiiJCC'ld data tcMc:a. Baed aa lbc Compaoy's ana1ysi.5 of FCC cb.t.1 and ib 
blowlcdgc or II& IDduary, lbc Oompmy """"'" diddle awta {or local tlcl!.ange, lon& disUncc and data 
saW:a wu lplllOdmaldy S2.S biWaa Ia 1996 iD lbcCuwpauy's se:rvict IC1litol)'. AJ a result or ll~ Company's 
plaiD::d Hp'mioo Ia 1997, lbc Compu;y cspec:&aiO be poskiooccl to provide tbesc services in nwkcu wilh 1 total 
opportwdty of appmaimately S34 bDlloa by lbc md or IW7, uclu.sive of tbe opponunities provided by the DIOEX _.. ...... 

Ia order 10 dl:vdop b bl"'ll'fl IIIICd npAdly IDd cffkJcmly utilize iu c.api1..1.1 rcsuun:c,, l.i1lCuncdi.a placu. 1o 

11106t:ail:dll&f.iba"apdc l:aft:iltlldlleflldbcr pUtidecflill: lddi&iOP to.uslag ilS existing octworb. Wbile lbe 
Cctqtaay wiD Ule ..,..,...., 1"'1'hl fll Clpltllto dlploJ afoaA! :eel data IDd voice wilcbes on a demand driw:n 
t.b Ia teiDcled llllba, ••P""«Jt tldle;w dial b ......,.w Wllirl3 DCtWOrk c.ap.acily 5bould enable 1110 add 
DtW' C"PGGDCC''aad poridc eMit\ el IICIYica lblt wiD reauJ.t Ill: iDc:relled ~VCDUCI with JQwer iocrememaJ COSLI 

ad, COII'Cip 'I'IIY, ower da illlpow b EDli'DA.. Por e•tmpk, aclliDg add.itionalacrv¥;es, such u local 
ee 1 •• ..._, 10 aildlaa •-u• 1 aiiDwalbc Ctapeny to utiJ.il.e 1IDUSCd poniOD$ of lbe ClpKil)" 
illbaallla. b c:dallal fiber aptic ielWOib. 'l'bk opallliDa lnaap lDcreues &be utiliulioa of tbe DCrWOrt with 

· Ulabed eddhJoall apllal cat-d'haa... ·'1bc Cclalplay'1 .....,-co offer • twJ complement or tclccommuniealioas 
IICIYk:a .. dnt ..... to mUle II& Compur 10 c.b ....... of the operating leverage or it! nelworb. 
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• • 
The foUowlq llble praenu, for tbt pcnod!. mdn:atcd, tcnam m(of'lll2,1ioo derived from the Comp.u.y's 

CondelliCd Comolidalcd 5'wmcats of Operations, expressed in rocrccntagcs of revenue: 

Thrcc Mouths F.nded Srpl. 30, Nine Moalbs 1-:Udfod lM-1111. JO, 
1m ll'WI 1m 1m 

(lhl•u•IIIC"III 11 1m1utlltcd) <Ua•udUed) (Uaaudiled) ........ , 
Local--- 16.6 'To 9.7 " 15.4 " 15.0" ---- 0.3 31.6 33.2 30.3 ......_ ........ 38.8 56.6 48.9 49.5 ........... ...- 1.3 2.1 2.5 5.2 

IOCI.O 100.0 100.0 100.0 
Eq>elilel' 

Ncrwort apea:aduai 68.8 73.6 70.3 64.6 
F8CiliticlldllllaillradoD IDd IDiiDlcnaDce 14.0 7.1 13.0 6.7 

Coot of.-- .7 I .'1 ... • •• SclliQ. ,p:iiEDI-.1 w'mln l•a:lliw: 35.1 29.9 39.3 37.1 

~---- 22.6 IS.S 21).7 18.8 
Cblrp ""looioo-IW> 84.2 36.3 

~--- (12S.4) (27.8) (81.2) (32.1) 
Odoor_(_), -- (24.8) {31.7) (24.1) (37.6) 

Odoor- ••• 16.8 10.1 14.3 
~.ou-.--. ..... (140.7) (42.7) (95.2) (SS.4) 
Ellrwdiwy bcm (61.5) (U.S) .... ~ (202.2) (42.7) (121.7) (55.4) 

Plefaaed IIDCt dlridaida a accmHma !19.~ (16.4) 

Nc:c lou auribucatM 10 '*"""''"' IIOCkholden (221.7)" i42.22" ~138.1!" sss.4l" 

1bic folknriaa llblllltll fCIIIb ocbcr mtislical dau. derived from lbc Comp~y's operating records: 

fu'rl. ;:\0, 1997 Sent, J:Q:, 1996 
Tumpc:ct ten'k:a: 

BaUdiap oooaociOit 2,703 429 -- 762 647 
l'ibercopllomlloo 33,801 23,763 --ID. C4Gilduu 10 • 

fnh.w,..., dala ten'k:a: 
O..twlldu ....... 130 76 ...... ....,._ 3,787 1,134 -·- 17,286 8,462 
NNJu .... 366 219 

Local a._"'- .. _, 
Vok:e 1wllcbui IDcapa.._ ll • ._ ___ 

111,049,341 61,549,894 
A<oolllloo..,.._ SO, 740 

Balployocl 1,1120 724 

12 



TOIIII fPeiiiU iacrPied 1~-7S 10 S71 .l milhoo for dtc lhiuJ 'Iuane r of 1997 con1parcd 10 $34 .0 milhoo 
for cbe ...._period Ia l996. 1'lala i1aa1c primarily resulted from dtc ;~cquuition of l>IGEX. lhc iDrroductioa or 
IICW ICnicea .S lk ID&:rca.t roc:. of cbe Company's &ales force on offering iil fl.lll ~uitc of rclcc:ommwU.caliofu 
ICIYica 10 Ill elp'nNaa IIDIIbl. A J1C11f81 of die increase, was anril.lutai.Jie to lhc it~<:lu.sion of l>IGEX 's oper&IU\g 
tau1a for die ddrcl qulll£r of 1997. 

£oml..,.,. ~ ,...,_, ~ 2S9.)" 10 $)) .8 million for IJ1e lhitd quarter of 1997 compared 
lo $3.2 miDioa for lbc IAIDC period ID. 1996. Tbia iller-use primArily resulted from the c.ontinucd rollout of local 
"M"DC"IIUW:a U!tD ~ ..-... Tbe Comploy lw received cu:c ccniracalion in 28 •L~~rn plume 
Dillricc of CobDbia u of die ..r ollbelbird q&IU1Ct of 1997. 

E1tltrtttt:fd 411Munka ~ ~ 187.0'A co $30.8 milhon for the third qiW1er ofl997 compared 
1o Sl0.1111illaa fot 1be amc paiDd ID 1996. 1'lala Lacre.ue priowlly resulted from the Cllp:uaioo of cbe Company's 
a+e"'"d da&a Del'Mirt IIJ 54 , • ....., ..S I. C. aew frame relay nodes since July l . 1996. In additioo, me Dumber 
olfrlome relay c:idcl bu ~ bJ 2.651 cludll& cbe ~&~~~o: time period . Of the revenue increase. a aigni1icant 
pordaa wu lllribulllllc lo lbc ......,.ice oiDlOEX•t cpcnling results for lltc third qwncr of 1997. 

~~ urrial ,...,_, lla~uod .&3.6'A 1o $27.6 million for llte Chird qu.uter of 1997 c.ompued 10 
SHI.2 miWc.a for lbc IAIIIC paiDd ID 1996. 1'11111 Lacre.ue primarily resulted from .uong J:rowth in loog distiilOCe 
swiu:bod I"C'V'CCaaC .t IICady pvwCb Ill laledA TA lriASpOft . 

• ,,,.,.. •nco ,...,., lar::rn~ 36.6,. \0 s 1.0 mmion for the llo ird Cju.tnet or I ~197 c.omputd to s. 7 
IIDlD.aa for Ilk ume period 1D !996. 'l1lb tDau.se primarily tesuJted from the <.:un•pany·~ increased focus oo 
~ • IGCai~~GY~cc J*bF rar • CUIIDaiC' . 

TDIGI .. trllllfl DpDUU lla~IIOCS 169.1" to $160.6 mil boo for the lluuJ qu.:ancr of I 971 c.ompiillc4 lo 
$43.4 IDUUua b lbc JIIDC period 1D 1996. 'l1le b:reue primarily resulted fr om the cu~ts associated witb cbe 
dpifir:ap« npwto. ollbc Corapeny•a CIIWIIId ..Sicalcd DCCWorb aod the c.ontinucd up;msion in ~noDilCI to 
lallaba tlldiiiJIPOd lbc 0 \Wif"'l pw6. 01 die b:reue, S60 million rc:sultc.d from l.he ch.arge for In process 
racuda ..S ~ tDd 1be llll:::tulloD of DJGEX'1 operating resuii.S for ll~e third qtatter of 1997. 

tvnMri ~ GpaJG lar::r -~~ 96.11. 10$49.0 milliou for the chird quaner of 1997 c.ompand \0 
W.O IIIIDiiml far lbc -period ID 1996. 'l'b1l b:reue primarily .raulled from cbe iocrcases io leased raetwort 
c:apKirf e. Ia auod""" wfda die pvwCb oiiGcal lletWort lerYice, mbanu.d dauaen-ice and iotere.ulwJgc service 
m ,,., • A pordaa ol lk lar::r e , wauaribu&lble 10 lbc ioclulon of DIG EX., os-:ratin£ results lor cbe 1hltd 
qulller oll997. 

F.a~JJJG ~ ..J _,llfGII8Ia' .,.su iDcfeucd 313.8"A ro SIO .O millioo for cbe l.bi!"d ql&al"k:t 
oll997 CliiipiltlllM GA miDioD 111f 1be ..._ period 1D l996. A portion of !he incr~, wu 1ttribuWI.Ic CD cbe 
lncle•im ol DIOBX'1 +' · 111t111111 far 6o ddnl qu&I1C'f of 1997. lo ldd1tion, lliC increase raw led froulbe 
''I' •loa ol .. ,._...,.,..._.a lullll •Htt ~. 111uu1u In aW.alcoancc capeme d• 10 t.'le 
lad1IWt • ...,...,.. a ....., ~ ..,.oil Of r 1 l'd.Mcd to birtDc adctitJoaal e~~~ineeriq and opcraliOQJ ,ca_'f 10 
IUppllt- ........ .,.. - ....n. 

Sl.llllrJ. ,_,.-~ JLrvilfw ctpf1f1G D::rcalod 14S.8S to ru .o million for the cbird quartu or 
1997 c ; ud to $10.2 ~ lllf ..._ .._ plllliod 1D 1996. 11W 6Dcra5e priawily tesuJ(ed from lbe Company' a 
corda""' pvwCb _. .,.__. allljDr .,_ ID 1be salea. marUtio&. ~DAD~&emcut m!ormaliDII ~ervic:a and 
cwro.r IICIYicc pa.-1, - IIIII Clf'" tlr11ta far ewp1utee rcc.n&itmeot, rciOCilioo, trainiDI and Locreaed 
cc I I • ........ II» ..... ID ..,_.for dial pcrioda. A ponioa of Che LDcreuc. wu •uribu~ble to the 
Whplcw o1 DIDIX't ........ ...._ lllf 0. drlrd quam:r af 1997. 
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DqttdtJ!IitM 01111 ..-riulli011 ~IUtS incrc~\Cd 20(, 4 ~ tu S It• I malhon for lbc third qiW1er of 1997 
compared to SS.l 111AWoa for 1be same period in 1996. llm inc rca"~ rrunarily resulted from additions 10 

telecommunicatiom equipmelll ~ in &ervice durinr, 199ft 3.ncl ahr ru '' nmr mnn1hs of 1997. relating to on&oLnr. 
nerwort upaasloo. A pxtlon of the iDcreasc:. w.u atu ahu1.1hlc tu thr mr lu~11m of UIGEX · 1 O()efllin& results for lhc 

dWd quancr of 1997. 

Cllatp /twlla.,ota~ tcu.rdt • !Hwlopm'nl or SW nulhun rqunents the &mOUnt of lhi: purcbued in· 
prOCIIII racan:11i lid de\•elopcnear UIOCiac4 with the purchase or UJ<iEX . Tili.s cost u recorded as a c.~ ·ti.me 
daqiiO anlaJs ID tbc ddrd quaner of 1997. 

Wcrat ...,_ iacralcd 64.2" 1o $17.7 million for lhe ll1ird quancr of 1997 compared 10 $10.8 millioo 
for*-- period ID 1996. nus iDc:rcaac primarily rcsuhcd from inlcrcM upc:nst on lhe May 1996 issumce or 
$3]0 IIIIIUoD priadplliiDOUDlll IDAIUrily of &be Comp:Any'' 12 11\ ~ Scm or Discou.oa Noc.es due 2006 (lbc •12 'h" 
Noca") IDd lbc July 1997 ta••entt of $649 mi.Uioo, iodudi.n& the m·cr ·allotment option, principal amount at 
IDIIDrilJ of lbc Cnu•W)•I U "S NO(CI. 

Odla' Jacome IDcralod 17.7" lo $6.7 m.illioo forlhe Uaird qu.utcr of 1997 compll'cd 10 SS.7 mlliW:lo for * --period ba liN. nus baeue wu primarily the result of interest canted OQ &be cash available frl""' the 
Caal piOCIIDda ~~dada~ 1D tbc Ml)' 1996 isP"ntt of tbe 12 'h" Noles, t11e M :ty 1996 i.numce of 4,674 ,50) 
com._.llwa, pu- nl~~e S.Ol pu lharfo. at $26.00 per share, tbc M:uch 1997 i.u~WU of 30,000 &hues of the 

CaalpaJ'1 Serb A Plefened Stoct. 'A'hAcb wu IUbs.equcotJy e.&clwl&ed for the Series D Preferred StoQ., &be July 
1997 hmenc:e oftbc II "" Noca aad lbc July 1997 is.suantc: of 6,900,000 Series D Deposiwy Shares. 

l!:itlrtiDtrliMrJIJiss of $43.8 m.i1boo for the third qU311er of 1997 ro~mted of prc-p.ayrnenl penahies 
ldadDi 10 l:laWD (ndrhcedneu wbkb _wulepaid from Ute procc.td of the otrcrin& of lhc & I 14 ~ NOleS ud lhe 
wri&e~tr of tbc UDaiiiDd!zcd ddarcd fi.OIDCiag cost.s associated with lite indclltc:dnes.s repaid . 

Nllbaa:rc.ed m.l" 110 S144.2 miiJ..ioD for lhe third quancr or l9'J7 compued to S14 .S mi.Uioo ror 
the UIDII period iD 1996. nus lDcrcac WU due pri..m.ariJy tO &be i.ncrc.ucd opcrat.in& expea.ses rc.sultiog from &be 
npemice oftbc •wwt. illcteued ICIJioa pauaiiDd administrative costs, dae clwge for in-proccu resem:h &. 
dewq eM, IDcralod -.a. CGib aad lbc CJUnOrdinary items . 

Pu:fared IIOCt dMdeada aad ~of $13.9 million resulted from the March 1997 issuaocc of 30,000 
lllwa of lilt 0 ••WJ"I Scrta A Prdcned Scock, wbich was IUbsequently eldw!ged for &be Scriea B Preferred 
Stact. IDd 1M Jut, 199'7 fmeenoe of 6,900,000 Seriu D Oeposit.ary Slwes. 

DIIDA 

DI'I'DA dlcr md 216.2S 1D 1(13.]) milUao Cor the third quancr of 1997 compar'Jd 10 $(4.1) million ror 
tbc .._ pldad Ia 1996. '11111..._ wu 1M ra:Wt of the aa:.clcration an lbc dq!loymea& ol' lol.ermedia'a c.pltal 
~ plaD wbldllllpiJicand.r iDcrcaled powdl orleutcd e!lperucs, such as oc:\wort CJII!Cr.KI, loc:ruJe~ln Wc.t, 
nel1 ..W:. aad _. dcwq ·• coas, prior 10 realizing revenues auod ated with tbac c~tuta. 
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Rt~~m~~t 

Totol ttV'tllllt irx:~.ued JS6.9't to $1(,~ lnulhun lut thr nm,. munCh\ <'llllrd .Srl'trml,.., 111. I'•'J I, ... :.1•.ott·J 

W S64.) miWoD for lhc lame period in 199<• llu~ Ill< IN\!' I'' uuauly tnultcd lwm tht' a. <1111\llii>IL\ l>f I:M I au.! 
DIOI!X, the IAIIodudioD. of oew ttrvicu 11"1 tbr UII.IC":&~rd fo-.u\ uf the ( '11mpauy·~ ~aks fut.:<" 11n offcunr. a full 
lUbe of le~iom aervices ,,, an up.:anJm1: m~1l.rl A l>~lfllllll of thr m~1c-~c. "'.:S.\ attuhutahlc ,,, cl,c 
t.:lua"- of EMIIDd DlOiiX'$ O{lt'r.JIIIIf. fl:'~ull:. foil th<' IIIII(' lll(llllh~ ClllkJ Srptcmhcr 30. t•J4)7 

LocGIMIWOrl urvi«s r~~·tfUlt' llll'lc.nr•l )Co\ lr.;. '" ~.''> \nul hun fm lhr lllllt' month~ Clltlcd ~cptrsnlort 

30, 1997compued to $9.7 million f,,, tlte ~.lmr J'<'ll•~lm I''"· llu., m• rr;,.\c J•nmarily rnultc.! fw:n clu: "•ntu.:,···l 
rollout of l~ C:llch.ange sc:rvkes tntu a.l.htl••n.tl uo.ol ~ .• ·c·. ·n..- < ·,.•ap.my ha~ rc<riVr•l CI.H · <clllfl, all• 111 111 :'li 
Slates plus lhe District of c .. tumbla ;t\ uf the I' lUI "' tltr' clult! •!'l·llln .. , I •N7. 

£nho.nctddmast-n••··rs trWIIJU Uldt:.l:.t·d IKI 1·: ''' ~.,., ~ nulll1111 '"llh<" tllllt' ll~<•nth' C'Ud•··l ~., 1 .cr,.,!. 1 
31, 1997 compared 10$19.5 million f·•r lh<" ~ .. uur l"'lh-11!1 1'1'11, Thl\ llh'H';I\(" 1'11111:\llly IC'\IIhnllwm!hr 

c:xp:msioG of the Compu.y's tnlramcd d.1t.1 wtwnrl h\' '>I"' ••· J, .... ·'•"' K,K1-1ur"w frllme reby node~ ~in~c July 1. 
1996. In addition, the: numhtt of rtamr ul.l) • ,, .... ,h.··· Ill• , •..•.•• olloy ..' ....... 1 durinr. the s:une tllll~ {lt'riod 1\ l"•llholl 
Of dst ren:nue Lncft'a.\C, Wa.\ .IUUllllt.tltlr let lhr Ill• (II'. II >ll ,,( I !\11 <Ill> I I)]( iE.X 's upC'CJtinr, re~ul(~ f•of lhc IIIIIC' morllh·. 
endedSqumber 30, 1991. 

INtracht:Jng~ stn·icts UW'fUlt mcH·,,·.nl 1'>·1 I'; t·. ~ ·. ·' '' 1:11111 •u f,,, 1!,r mne muuth~ t't1>!cd ScptnniJ('r 
30, )997 C01Ilpa.red't0 $31.8 million fOf llJC' ~;1111<' ~~·11.-1111 1'1'11, 'J1w. llh f(','l',e Jllim;m(y le!.U)IC'd flulll SlfCIIIf. 
powth in loot dist.a.DC.e $Witched revenue an•l ~tL1Jy l'.rowth 111 Jlllr·tl.AT/\ tran:.p .. llt. A IMtlon or lhc mcrea•r.. "',, .. 
anributoible co the inc:lusioo.of f'Mf's opcratinr. rc·•.ult·. f·•t thr 11111r 111"!\lh\ C'ntkcl ScJIIrmhcr :\0, t1)'H. 

IN~gTGiiott untica Tt'Vt'fUlt' incn:;l!.cd ') \ ·1 ~: ... ~ 1 .' '"1111<1:1 1 .. 1 ·~·c 1111«' lll•llllh~ en<kJ s~·ptl·mlorr '"· 
1997 ~to $3.4 million for lhe same per 1, .. 1 ta I11'1Co Thl\ 111. l<'.l'.r J'lllll.:lllly rc~ullnl fwlll llu- < 'uiiii'·"'Y · '· 

i.ocrused focus oo providing a total service: roa• L1rr (,ot tl. . w h •:n<'l 

O~rtuing E:xptn.sts 

Total (ljlltlllllll(. tlJitfiMS i.lt~:rca.scd 2~;> 4~. I•• ~.'·r• "1111lh·•11 1·•1 tlor· 111111' mouth' n~<k•I.Srl'lcllltJ<.'I 30, 

1997 Wlllllated to SSS milli,oo for Ute s.:..mc 1'('11•-1 m t•ru. 11 .. · "'' ll' ,, ·.r 1''1111.1111}' 1r~ulteJ (rom Uu• costs 
usoci.ated wilh the &iplific.1nr clpamion uf the f ·.,mp.\lly'\ ,,,~ ncJ ano.l k.:t~eJ nccworb aud the continued upans~<m 
ID pcnonnd to 1U~t.1ln and $Up&l0r1 the Comp.:my·~ &rowUI 0( tile innc.l'.c. $(.0 milhon resulted from the ch.:ur.e fnr 
ln-proccu n:sc.vcb and development and lhe inclusion of EM! and I lit OI·.X ·~ oprtatinr. rC'~ults f..,r ll1e nine monthl 
eodecl Sepc.cmlxr 30, 1997. 

N~/M,'Drl ~I"GGiQn.s u:pt:n.sts incre.:ued 179.9~ to ~ISh 1nullt••n (or thC' nine m<mth~ ended Sej•lrmllt't JO, 
1997 compan:d 10$41.6 million for lhe s.:une period in lfJ%. 11n•. in..:rr.l'.<" l'lllltlrily re~uftC'rl !rurnlht' iiJ<:ft'.l.\c.s m 
leued oecworl: capacity lhat l.s usoc:i.at.cd with t.l~t growth of]," ;1l ""'"'"ti. ~r"n·i,C', cnl,an•ed dat.1 service: anJ 
~e IC1'rice revemaes. A portion of lhr incrC'a!l<'. v.·;., auuloutahlc t.> thC' inclusi.m of EMI and OIGEX's 
operlli.o,g ICIIIltS for lhc lliDe mofllhs eoded Septem~r 30. 194>7 

F«il.'tiu admbrl.ltrutlotl QNl maiN~nanct apt'nsrs in<.'tC'.l.\C'd Nco~~~·,,, SJI 4 n·.'lh•u' ,,,, thl' umr m••nth~ 
eudccl Scpcember 30, 199'7 compared to $4.1 million (Ill thrum,. , ........ 1 1n 1•,-u. 1\ I"'' II"·' of the u~~:rnsc:. was 
Wibuaable 10 lhe irx:JIUioo or EMI and f)JGHX's •• ,.,.l.lllllf f( ·.uh. f··l lhC' IIIII(" llllllltlU endcJ September 30. 1991 
In addilicm,lhc lDcn:ase raul&ed from IlK' eJtJ•.lt~inn of thr Coml'.uty's o~·ned 11nd leased network capacity, 
l.ncruscs In trutlnttnance eap:rue d...e co tlle c.etwork up:&n.Sion and inC'te~'ltd payroll upcn.<>C's rci:\IC'•t l<l h111111~ 

a.ldilklnal engt.P.uriD& lad opel'ldom aWf co suppon and sc:rvicr thr np.m.tmr. "''""'"., 

~Uilfg. ft:Mrol Qltt/ 4dmittlst1Qlillt l'f/'l'fl.fi'S uwrC' ·''·C'•I II.' I·~ ,,, 5.<·' nulll,,ll (\J1 the mne monll~ ended 
Sqleember 30, 1997 c:omp&red co $ll.9 milli.ou for l11c same l"'rloo 111 l'}'k.t llm inctca.sc prim.ully rcsultt:d from 
tbe Compaoy'• conlioued powth aod rcprC$Cnted a amjor itlcrusc in the u.lcs, m.ukel.int. mmatcmem tnfotamtion 
aervka aad customer 1er¥ic:e penoooeJ, ooe time upcndirwcs for employer" recruumc:nt, rcloc.-.tion, training and 
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lll• 11· .1\rol ~tJIIltubMmiS telating to the n~c: 111 lt'\('IHit'' lo•l lht·w lot' II• ... ~-. t\ I'' >rll••n ••I thr m<rca'r. " ... , ~tHthurahlc 
to !he mchuion or EMl aM O[GEX'!> 0(1('1.ltlllf~ ..... ,.,,, 1•>1 1!1•' lll:t•' Hl·•l!llo-. l'll.lt•tl !'>q•ICIIIhn ,\(1, I'N7 

DqucitJitOll ond GmortizaJion l'.tf'tll.Jt'J '"' .... , .• nj ll'i·' II··; lo ~ H I uullluu tnr lhc nnw 111••11111' cmkll 
September 30, 1997 comp.lrc:d to $12. J milhun for rhr ~.1111«' ,~~..,,, "' 111 t•t•u, 11 .... llh 1 c ;1\c prun.:u1ly rc~uliC'd fcom 
additions to telecommUDic:.l!iom c:qui~menl pl.l.-rtl ur .,.., ''' c· thllmJ: l'l'lt • • mtl lhr fnl>t nnrc mont.!~ of 19')7. rela11n1~ 
to ongoing netwcnt &lp.lmion. A JIOniuu olthr lilt rr ,t\C', w.:1~ .tllllhul.,hk lot the IIKhl~•••n t>f DIG EX's opcr .. rrnr 
results for the &hird quuter of JW7. 

O.Org~ for in-pr«:as R~starch & Dtl·tl<•pmnll uf ~t; 1 null~< •n 1q•tt ·.cut~ thr .amounr of l11c pul(h.uc~ Ul 

pl'OQ:.SS rac:.udJ and development associated with tl1c putdt:s~r ••I lll<ii·.X ·nm co~t is tcl'o~<.lrd .1.\ atli!C'·hmc 

charge to e.uniogs iD 1he third quarter of 1997 

lnr~rat ~liS~ 

hltere.st clpeosc: iDc:re.ucd 6S.O~ to $39.9 nullwn lvr llu: llliK u~o•uth' t'l~<k•l SC'ptcrnl~t·r \U, I'J'J'J t.:OIIIJ';lft:•l 

to $24.2 million for cbc same period in 1996. TIIiS iucrca~c pum.Hil)' lt".ullc<l hulll iiiiCit'~l UJl('rL\t' Ull lhc .t.by 
1996 lssa•a.oce of $3JO mWion prioc:ipal amoWlt atmatuwy <•f lire ( 'ump:111y':o. 12 'h •,: Note:~ and the July l'JIJ7 
issuaDcc of$649 millioD, illcJudiDg lbe over-allotment opium, pun<:tp:sl JIIIIIUIII .:11 maturuy uf thc Cmup;m(~ II 

"" Noca. 
OIMr /tf,C()fM 

O&hcr iDc.ome ioc:rused 81.4 ~ tu $16.7 nul hun f,,, the nmr month.\ ('n,k.J Scptcm!Jcr 30, 1997 cornpar,·.J 
to $9.2 m.iUioa for 1he ume period in 1996. Tills incre.uc W.:L\ p1 im.uily t.hc rr!.uh o( inttrcst rau~~:ll un the (.1.\h 
available from the esceu proeccds rei.W.og to 1hc May 1996 i~~uancc of the 12 '-'' '-' ""'"\. the M.ty 19% i.~~uance 
of 4.674,S03 coaunoo lh&ra, pa.r value $.01 1oer sh.ltr, at $.X, oo J><:r ~h.ut·. riH· .M.udt 1•··nr~.·.u.111\C' of 30,000 
~hales or cbc Comp.auy'• Series A Prefcrtcd Stock. whu:b wa:. ~.ul,.riJUC'ntl)' ('~dl;mr4'J fur UIC: '\cues Jll'r4'f4'114'11 
SIOdc, 1he Suly1997 USIIIDCC of lhc ll W. $ Notes .tnd the July IW7 i~~IL111Cc nf (,,9(11).000 Snir~ J) lkpmtt;uy 
Shares. 

EzlfflOrdiiiiJTY /Ass of $43.8 million for tllc thud «!••;ut<.'l uf 19'J'J nm:.l·.r,·J 1tf pre l'·'ymrlliJIC'ruluc!. 
relatiDg to amain iodcbtedl.less which was n:p:aid from the proccnh of lhr offt'lllll~ of the 11 t,.o <:;:, N(>lc~ and d1C' 
write-ofT Of lbc .m,amortiz.cd deferred fiDoiiiCUlg COSI5 asSOCI:lf4'd Wlt.Jt tl14' irHkhtt·Jnn~ H'Jl.lld 

NDLtw 

Net lou iDa1::ucd .. 64.61. to $2.01.2 million for the nine month~ crs.lnl !'rplt'IIIIIC'r 30. 1')97 COIIIl'·:ued In 
$3.S.6 m.illioo I« cbc &&t.Dt period ia J996. This inct~ w.u due prim.;mly tu tl:c itiCtt.:lJ(.'d <>[IICtatint c~t>t>rucs 
ruultiq from 1he expansion or cbc netwod:, increased scUitlg &eneral and admmistrattv" wsg, the charr.e fnr in 
proc::ea rcse.an:h &. dcvelopmeGt, iDI::te.&$ed itl!etc.st costs and the e Air aou.l imry ire m~ 

Prcfernd llOdl: dMdc:DIIs ad ACa'etio.OS or $27.1 million resu.tcccJ from lliC' M.lldl IW7 ISSu;!l'l(.e of 30,000 
ab.ara of Scricl A Pre!entld SIOC:k, wbk.h was subsequemly eli.Cha.nged for c.hc Scnn II l'rdnlr<l Shd .. and thr 
July 1997 LIPII!re or 6,900tooo Seriea D Depositary Sha.re.s. 

EBITDA 

EBITDA decreased 364.31. to $(39.9) mWiou for lbe nine mont! IS ended Scp!emhcl .lll. I•>'H n•111p:unltoo 

$(8.6) mWioa for 1he IIIDC period 1D 1996. 1bl.a cSedioe was &he result of lh" arakl.lllo•n 111 th<' •lrJ'I••)'Iumc ••f 
Inu:lliiiCd.ia' I c.tpilal e.xp.amioa plan wbk:b 1iplf.c.IDLI y iocreaxd r,mwth , ttt(' 111 r .I r '1 .,. n '<''. ~"' h .1~ m·c wo1 ~ 
expeusoea, lac:rea.ses1D ulca. Q1SfOmU aervic:c: and mukt'l dr\·dupm4'nl , .. •.to •• pr1•tl ht 1 r .1htm1: 14'n'llurs .U1><1<..'1.1!ed 
wilh d1C.Ie c~pe""itvru. 
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Liquidity and Q!(!ital Resources 

The Company's operations haw requued ~ul•·.r..,ruu! t ;•l'st;tl 111\l.'•.unc:nt fur the pur.tw.r uf 
telec:ommuniCilltioos equipment and the design, comtmcltnn ami <In dupnwnt ul the Curnp.ln)· ':~. urcwur ~ ·. < ·'i'''·•l 
cxpc:oditun:s ror l.be Compaoy were $,79 million ;~nd ~)(I rmlhon lor lhr 11111(' lliOIIIh\ emkd Scptembt•r JO. ;t)')7 

*Dd 1996, respec:'lively. 1'be Company c:ltp:cf~ that 11 w1ll cuuttuUl' 111 have ~uh!.tanlial ("apiral requucmrnt' "' 
<:Oaaection with the (i) e.zpa.o.sion and improvement of tllc Cornp;my·~ c.s.r-.tm}: networb, (ii) •lc~L:n . .,,,, .. llu· ''"" 

aM dcvelopmeal Of DeW Detworb, {iii) connection of addrtlun.ll hulldlllt\ anJ cusloiJicrs lo lk (."omp.lll) ·~ 
DCtw'Ofb, (iv) purchase of swiu:b.cs nte.cssary for lo11.::~l uc h:~n1~l· !>cr vcre~ and upaiC.IIlll of inleH·llt:h.u•r.- ~··r "" r' 
*Dd (v) dewclopmeot of the Company's enhanced d.:u;,. M'n:irn In ,)ol.ltlr"n. the <'<llliJlany uhhfC·•I .lppru~un.tr(·ly 
$l~S million or its available cub ro comp1ctc the acqui~iti"n uf J>)( iEX 111 July 111)7. 

1'be Company bas funded a $Ubstami:!l pmion uf the-~(· C"\l'l'lhlllmn throur,h the pul•ll..: ulc ol dd•l 31111 
equJry ~CCW"itics aDil to ale.ner elteal, privately placed debt. h•llll llll."eptum throug.h Deo:mbcr ll, 1996, the 
CompaDy raised approximately $212.6 million from ll1e s~lc: of \nmn1on Stud. includmr, Common St.-•d i~~ued 111 
COGDCCtioo with the JCqUisitions o! Fiber Net, Phone One.-. J:MI ;mol l rn .• 11"1 $ \H .ft nnlhon fw111 the ~:~lc of ~color 
dell(. 

lbc subscamial capital i.ave.suncnt required to lJUJid lire ( 'on.p;Ul) ·~ nrtwurk h.:u re!.ullc-•1 in IU'!:·ll1\'c ca•.h 
flow from operations after c.o.osider.ation of investing acti,·itie~ on·r the- l.l·.t h\'e year pc·riod. llus ner,.111vc- c.l!.h 
flow al\u inve.stio& .aivities was a result of tbe requirement ht built I 3 ~uh~t;ulll:~l portion of ll1e Comp;~ny's 
oa:woct lA antic:ipal.ioo of ~ling revenue gcneratin1: cusromer.s. ll1e Com:•lny upc:cu to continue to l'r<ldu-:e 
ocplive cash flow &ncr l.Dve.stio& activities for the nut sner:~l years due t•• ll~t· cAp.ln.sion 3Clt\'illn a~~ocJ.ltcd witl1 
rhe devdopmem of the Company'& oetworl:.s Until suffidrr.t ca:.h fl••w af;cr inw~tinc aerivicies i.s ~;encraled from 
operations. the Compuy will be required co utilil.e its current and future capiral re~ource< (o meet its cash flow 
requiremenu. includin& l.be ~of addit.iotul debe and/or equity securities. 

ID response: to l.be acw pro-competitive ldecomnnum;•ll•m·. t•m·o·umn('llt, lhc Comp.ln)· h3·· atccleratcd .aud 
ezpaodcd Ita c:apiuJ deploymc:DJ plac to allow for an increa.<.cd level o! ocm.ln<.l driven SJICn<.ling nt.X'cssary to more 
r;apidJy exploit l.be maJtet oppotNil.icy in the local c:xchan,;e m.:uket. 111e Company cJtp:cts to e~pcnt.l subst.:mti:tl 
amotiDlS to upgr.adc its existing aetworb in order to swi!C'h tr:~!fu.: within the lol>.:ll .\crvicc aru in t.ho~c states where 
it is c:um::orJy pennitted to provide such services. The Company 1:. lCitifieJ 3..'> 3 n.r:c in 28 states and the l>i.mtcl 
of Colamhia. allowing l.be Compaay to provide local cxch.ante !\en·i(e~ in tho:.e m;.ukets. Jn aJdition, the \omplny 
e~ 10 expeod capital toward the further development of lhc \ompany·,. enhanced dlt.l !.ervice ami iof<.•tdl.lnge 
IC1'V1ce offeri.ogs. 

1be Compuy CW'Tcurly c:sW:nate$ that it will tequire appwxim:lldy S.U nullitm to fund ;mti••J•ltct.l c••rital 
rcquirea:lcDrs ctu:riQg tbe remainder of 1997. which il expects In fund frum 11~ 01\";ulah!C' t·:~..,h. llzt <:nmp.,uy dO<'s tiOf 

believe th:d the acqW.sitioo of DIGI!.X wUlluve a materi.ll imp.Kt nn ~~~ c1pitll up:nditure requirements. 

Ora Much 1. 1991, the Company sold 30.000 slw"es (aurec.1tc hquidalion l'rdcrencc $"\00,000,()')(}) of 
Series A. Prefcl"nld Sr.oct lA a privau: placement tcan:.actio11. Net proceed~ to 1he Company amountd to 
lppi'Oximlsely $288 million. On J\I.QC 6, 1997, the compmy issued 3W,OI~ !.h:\res {ar.r.rer.ace hquid..&tion prckrence 
$300 mWioD) of Ju Selie$ 8 Preferred Sr.oct. which were regi.stc:Jed under the Securities A.c& of 19: 3, as amended, 
iD C''Cb&Qgc Cor all ~1odiD3 ~bales of &be Series A. Pre!encd Stock punu.:mt to a re&istcred excb.: ngc: offer. 
DMdcods oa the Series 8 Ptdcrrcd Sr.oct ~tC:Wnulate at 1 rate of 13 'h% of the a~ret~te liquid.atit n preference 
daefto( aDil are paylhlc qwanaiy. iD am:.vs. l>ividcads are payable io c;uh or. at the Company's op•ion. by ll!C 
lm.lalx:e of addldooaJ ahara of Series 8 Preferred Srock having an ar,trer,ate llquidalion preference e<:ual to rhe 
&IDOUUl or 1\lCh dlvidalds. 1be Series 8 Preferred Stod. is subject to man<biM)' redt'mpriou at its liquid.:ation 
prefermoe oUt,<JOO per s.b~R. plua accumulated and unp.:aid dividends on Mar..:h 31, 2009. TI1e Series n Preferred 
Stock will be 11'4cc:znable 11. the opdoa of the Compaay a1 any cime af1c:r March 31, 2002 at r.:ates commcaM:inr. with 
J06.7S~. clc:elialDaco 100~ ou Much 31, 1JX11. 

the Company 1111}. at liS, option. ea:cb.:inge some or all sl1.1rc~ tlf thr Senes U Prek1rct.l St\l>.:l h•r llae 
Company'a Eacbanp: Debcatwu. 1'be Eld>Mge Debentures m:1tw-e on Masch 31, 2009 lntesest on the Exch:lll&e 
Debenrw'e& ll payable semi-acaually, and may be p.a.id mUle fom1 of additioMI Ellch";ngc l>ebcntures ac the 
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Company's option. lillch3.1l1~C' l>dlC'ntmn "'·•II '"' t•··h·m.tltlr I•\ th,.. < ·.,mp.m)· at an)· lunc .11tn M.11< h 11 . .'fill.' .11 
rarc:s commencing wuh lOb 7'\0X. •• kdmm1~ '" 1<•1•·: ••u l\.t.•h h 11 .. •oo7 

0n July 11, 1997, Jntc:rmC:Ih:l'~ wholly II\\ lll'ol \111.-.hh.u \. lt.,·\ IIJ:ht 1\1 qUIMllOII ( 'otl' . < ••mpklt'ol ,1 lilt' I ,:•·r 
will• DIGEX, a leading nationwide: bu.\•nc~' lutnnt·t "'' \" , ... I'''" ••kt '111C' af.pt·,r.:~l<' r .t•.h , uu,uln o~holl for ll1e 
acquisition w.u al•Proximattly Sl~~ lmlh,on .111<1 v. ol\ lurukd "'''" 1111' I ···IIIJ•.III\ ·~ ("\1\CUIJ: CL\h reserves Ill July JIJIJ7 

On July 9, 1997, the Compa.ny sul,l h.t•~•.••~ • :.,."'"• I 1 ''''I"'',Uacy Sh;1rc:s (ay,r.rc:gatc: hquulol.hon 
tltderc:nce $150,(Q),(Q)} e.-.ch rcprcsrnlmJ: .1 ••ut· hus~tlicdth mtne!.t m a share: of the: Compa.ny's Sc:rirs D 
Preferred Stock. in a private Jlla<:ctnc:nl uansac:tion. Suhsc<1uent thereto. the over ·allotment option wilh respect 1o1 

&be Series I> l>t'posiwy stwe.s w.u eurcised and the Comp.1ny so•lol an a<.ld•tiotu.l 900,000 Series I> l>t'posiLlry 
Shares (at,grc:gate liquidation preference of S22,5(XI ,IX)()) 1'-:rt I''," n·.h tu rite Company :.mounted lo <!J>pro~im:~tdy 
$167 million. l>ivideDds 00 &be Series I> Preferred St•"- ~. well ;1< •umul;ctc at a tate: of 7'k of the: ar.grcr.atc: 
li.quic~Miou pn:fere.oc.e thereof and ate payable: qu.1r1crly. 111 auc:11 ~ I h,·,dcnds arc: ll.lyable in c4Sh or. at U1c: 
Company's optioa, by the issuaoce of shares of Comnltln ~lttd .. uf the < 'u•ap.1ny. 11u: Series D Ptcfcrrcd Slod. well 
be redeemable at lhe option of lhe Complny at any time un ur :tll('r Jul>· 19. 2000 at rates commc:ncin& with 10.~ 'k. 
dec:liniDg co 100~ olf July 19, 200-$. 

1'be Series D Preferred Stock u convertible, at the optiun o! the: hoi.Jer. into Common .Stock uf the 
Comp.my at • CODvc:nion price of $38.90 per share of Common Stoc~. ~ubJt'<:t to certain adjustments. 

CoDCU~tcDi!y wi&b &be sale of the Series I> I>c-pos•t:tr)' Sh.lle~. th.: Collllll;my sold $606 millionJlrtiiCtpal 
amount at m:atwity or 11 ~ J, Nolt$ in a flrl\'atc: plaC'emcm tl.lll~ .. ldl<lll. Subsequent thereto, the ovcr. allotment 
option wilh tt$pCCt CO &be l1 ~" Noles WM exercised and tJ1c Cump.1ny !><lkl an addition.l! S.H million principal 
aJDOUDt &I awwity of I J W% Noc.es. Tbc: issue price: of the 11 '"" 'k No>tcs w.:Ls S577 .48 per SI,OOO principal 
amount al DWW"ity or &be 11 ~" Notes. Net proceeds to the Cump.my :llllllUOicd to appro:tim.ltely $:165 million 
Cash interest will DOt aoc:n.ae oa lhe 11 W ~ Notes prior to Jul)· I~. ~00! Cumnu:·ncin~~ J:umol.ry 15. !003, ta.\h 
interest oa &be 11 \<GJ. Nocc.s will be payable scmi-annu.:~lly in ;,ru·:us t•n July 15 ;mol Janu.,.y I~ at a r.11r ,,(II '• ": 
pet' a.onum. Tbc: 11 ~ J, Notes will be redeemable:, at tlle Comp.\lly' ~ t•ption .:11 an)· tun<" c•r• (If allrr Jnly I~. ~~.!, 
and are pari passu with Ill other senior U:ldebtedDc.ss. 

The Company used a pon..ioo of die: proceeds of the 1'"''·11•· ••I h''"'f of t11c II lot~ Note~ to rctuc: or 
ck:fea.sc l.Dlermedia•s outsC&Dding 13 ~" Notes. Tiac Rettrclm·uc a·~ultcd in an c:~tranrdm.lfy lo~~. as ~hn\\'11 111 thr 
accompanyiog c:omolidated statement of operations, of approJtim:~tcly S..t-1 million in the: t!urd «tn.1ttrr of 1'197. 

On October 30, 1997. the Company sold 7,000,CXIO Seri('l> L lkf"'-.ll.uy .Sh:~rc$ (31~rc:gatc: llquu.l.thon 
p~re~nce $l7S,(Q).OOO) c:ach represcnti"' a one-hundredth interc~t m a share: of the: Compa.ny's Sene::. I: !'rc:fcnc:d 
S~ m a priva1c plaa>menr UIDS&ctiou. Subsequent thereto. lbc o\·er-a.llotmc:nt option with respect to tlte ~;rrics E 
l>epos.lta.ry Sh.vet was ex.ercl.scd and lhe Compaoy sold an addition.:sl I,CXIO ,CXIO Series E Dc:posit.lry Shares 
(a&grepte liquldatioo prefc:reocc: of S2S.OOO.()()(X)). Net proceeds to the: Cmnp:mr anwuntc:l.l to <ll'l'ro~im.llrl~ 
$193.8 millioa. l>ividc:.od5 00 lhe Series E Prefem::d Stock will accumula1e at a rarr tJ( 7~ of thr .lr.rrt'ptc­
liquidal.ioo prefereoce lhereof and are payable quarterly. io arrc:an. J)i,·iMuoh ;ur I'·•> ,\hk 111 l'.l'h ur. at the 
Comp.a.oy's optioll, by lbe i.ssu&Dc:e of aha.re.s of Common Stock of the Cumt•:~ny. 111c: Sc:1 ic.s E 1'1 cft·n <"<I Sc.•d. \HI: 
be Rdeemab!c &I die GpCioG or the Company at auy time: on or niter O.:tobcr 18, 2000 at rate:~ \'o>llllll<'lll'llll: w .(It 
t04J., dcclinia& co tOOS oa Oc:dJer 18, 2004. 

1'be Series E Preferred Stock wW be coavcn.iblc: at All)' lime: after l>c<.:cmbct 29, I')'J1. a1 thr ••ptwn u' th<" 
botder uno Commoc Stock of lhe Company at a conversion 11ncc: of $60.47 per sh.1tc ,,( < 'nuun.•n .Sr.•d .. ~uhjc' · tn 
ceru.i.n adju.stments. 

Coocwrc:mly with lhe ..UC of lhe Sc:ric.s E Deposiwy Shares. the: Company M•l•l $.!~U nulhm: tutnclpal 
amount at maw.rity o( 8 718~ Noc.es due iDa private placement tratL\3Ciion Nc:t JI!O.:<'C:d.\ h> thr Courp.tll) amuunt<'d 
co approlUmatc.ly S243 mWioD. Cub i.lucreat on lhe 8 718~ Notes will be pol.yablc semi amm.lll)· 111 a1 rr.11' ''n Ma\ 

1 and NOYember l at a nate o( 8 718J, per ADDIWl. Tbc 8 718~ Notes will lit' rcdrc:mal•lt' . .ac th" <"••1111'·"" ·' •'1': •·'" 
at auy time oo or a(ter November 1, 2002. and ate pari passu witll all otbcr $t'llillf in,Jrl•lc.h•r" 
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The proceeds from U1e Senc:s E Dcpc.t~ltJJy Sh~IC\ w1\llw: u·.,·,J t•• llll.lh,C' t.hc u•mmucd C1Jl.lll\IOII of the 
Company's telecommunications network.\, includmg hut 11••1 llllllh'•lln. 11:'1\'"''· ('i<-dfltiiiC~. ~m:h :1~ lu.:ollllon1: 
dist.a.l'lol:e voice and d.lta switches. and for general ~:oq• •r .llr pu:1• ........ "' lt~ohn1~ \\ ••ll.u11: c ;tpttal. 111r Ill'! Jli<IC.'t'c•h 
from lhe o!feringo(lhe 8 7/8% Notes will be u~ctlto ftm,f up I•• !-.11·: ••lrl,o· , .... 1 "'·"•1'11\llwn "' l.'un·.tllldton b~ 
the Comp.my of telecommunications·relatcd ;uscts 

The Compa.nyellpecu that iu avai!Jhlc ca•.h. Ill< !u.llll)' J,,,.,,.,·.l. !11•111 th·· , .• : .. ullcll• ollcrmp olt11c l'i 
118% Notes And Series E Deposit.uy Shares. and cred1t a\'asl.lhaht> ~ 111 lw: ~ul ~~~Kilt t•• lun•l th cuut'lll a•u·h:rJtct.l 
a.Qd expaodcd ~pital deployment plan. If the Company wctc h • II'<JHllt' ot•ldllcon.ll l'lll:uu:inr.. II "·vuld ~rd. to obta111 
lucb fusaoc:ing lhrougb the 5ale of public or private debt aJldfot <'ljUII)' ~ru:t1tic~ or thruu&)a •.rcurmt a ban._ ctcc.ln 
facilicy. Tbtre c.aD be oo auuranee as to lhc availability <lf the tcrnl\ IIJ'"II v.Jud1 !>ucb fin.1ncmc m•rJ1t be available 
Mon:o1rer, the 12 11.1~ Notes, the l J \6% Notes, llte K 7/H'!.. Nolt". :u11l chc St·ur\ lll'rcf("rrc.J Stud: tlllp•1~t" ccn.1111 
n::strictioo.s upoa c.hc Company's ability co incur a~dillou .. ll mtlcl>tnhw·.-. "' l'.'.u(' ;hlolitaunal J•tdcunl .~encl.. 

Tbc CC)rnpany has fr.>m time: to time held, and wutmut''> In h~>I.l. ptclunin.lry t.h~wsio~ witl1 (I} potcnlt;tl 
StrategiC iD.VCSIOrs (i.C:. JAVCS(Qr'$ in the s.une or 3 rcJalcd hu\ill('',\) \\h•t h;l\t' ('~J'f(".•,cd ,111 intc1nt Ill mal. Ill)! ,ll\ 
iDvc=tmenr. m or ac:qWri.D£ the Company, (ii) flOICntial jumt ~('{IIIII I' 1'·•1111('1\ I·· ·l.m;: hiWMtl fmmattun uf ~tUit')~lo.. 
alliaooes that would elp&Dd &be reach oflhc Company·~ nctwux). or •.cl\1-'"· ~llh•tulnc~·<'s~araly rcq:siriur. an 
additional iPw.suDeBt lo the Company and (iii) companic~ IJ1at 1\'ptc.,,·nt l"''t'llll.ll a<:<Jili~ihuu op)ll.>nunilics {or IJ1C 
Comp.uJ:y. Tberc c:ao be no assurance that any acrcemcnl "''lth any l'":n:ta.tl !><lat('f,l.: 111\'CMOI, joint \·cmurc panncr 
oc acquisi.tioo. target will be rea.chc.d oor does m.lliJ.&cmcnt hc:ht·,·c tl..11 :Ill) t!.ca·of i~ ncc<'~~31'}' tu succcs-.fully 
illlplemcat it~ ~traregic plans. 

lmnact of Inflation 

~ it(cf'1f'IIJ/Wir. St:l fcnh ~in •t.ta.ntJgt:mrrrJ's {)isrusmm on. I An,, I. 111 • ·' J m.m, tal ( ·,,,Jittotttl m~.l Rr.sults •>f 
~tiJiiotU• indlldcs fcT'Witltd-looling staUmt'nJS tltat inmt,·r t~um•·t,u.l tl\J.; w~ol u1:. ntumsu·s. 71u· Omsp.uty 's 
cu::1'IIIJl ust~lts could diJ/t:r matt:rially from tlws" anJicip<J.U'd 111 J//<11 !·''"·''·' /,,,.J m.r. srnumrnt.r tts 11 rr.suTI of rrrtam 
fat:lon, in.t:IMdittg lhost: St:tforth in tJzt: st:etion tntitltd *Rul ,.,,, :. n • .,; tJ;,· t ··"''i'••m 's AlllltMI Nt'l'"'t 011 1-'t•tm /0 
K/or IM yt:M mdt:d Dt:ctmbt:r JJ, 1996. 
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PART II. 01111-:R INt't nt M A'l 'lf )N 

lrrm I . Legal J•rOI.'tedmgs 

Oo June: 20, 1997, two purponcd d .. -. .. •" l tfllll\•lllj•l.ot::t·. '"' II' lll r.lm thr ( ",ou rl ul ('h.llk..rl ) ul tltr \t,11r' 

of Dclawuc: an and Cor New Castle: County rt".pro tt\ 1"1)· h) l/\i\~.1 /\•.· .. .. •~tn, ln..: :m.l I>.IVitl and ( 'h.:ulr ~tnull( t l' 

(lhc: ·comp~ts·). purpor1ed stocldioldr rs ,,, J)j( il· X till I O('h.tl I "' .til II• til .111alr.llrtl fllllliiHIII ~tod.ltnldcu ur 
DIGEX against ln&cnnedia, DIGr0C !lnd !he I Ja n, .. , .. " ' I I]( ol .\ ,,, ... - I IJ( ii·.X l lllnlua · ). n.~ <"OIUJIIJIIIh allq:~ 
Wt the DIGEX Dirc:cron violated thdr ftduu.u )' tlllllr\ '" thr puhlh •,to .. l lttlltka ur UIGEX hy Olf,IC C' Ulj', In VIII(' Ill 

favor or tbe .Mer&cr aod Wt lnLc:rmc:dia WOWIIIt:lr .lltit'<l Oll l\1 ;a11('111'o l ~ll l lt \ 'ho latt<lll h) offr Hn!: Ill ICI.J II\ Ill( iEi: 
ID.Imgemeal iD lheir PfCSCIIt positiOD.S and C:OI1.SC'011Uj~ lot ~h"-l " 1t1rnll rt.llll\ Itt l' C II J III ClC'C UIIVC' lltfiCCil of (}J(jJ:X 
The: Complai.Dls IOUgbt preliminary and pcrm:mrnl tll)llll• Ito •II ('1\:· •IloilO,' ,,,.. Mr r rr r hut lito apphcttlll ll~ Wrt e IJI;I• Ir 

ror sucb illjlmCtions prior 10 COIUwnmariou of the M<'IJ:I'I l>ll Juh I i. 1°1'1/ In ;)•hhtll lll, lhC' ( 'ump lamt~ 1-C'Cl C.~ \h 
dalwlges rrom lhe DIG~ Directors. In Aul:u.\t !'l'i 'l . • 1 Il l • •Ito 011 t·• d•·.u~t·.·, thr < ·uru pl.llnt~ 11,'3~ riled nn hchaU of 
lntermed.ia, DIGE.X aod the DIGEX Director~ 

These cases are iD lbc:ir very c.uly ~'"f''' .w.l ll•t .a·.·.tu.•ll-'' • ·"' ,.,. r.tH'U as tu theu uhunatc uul(<IIIIC' 

IDLc:rmedia, after comsultatioo with its co~ I. bchcvn th.ot lht'H' Jl<' uu:rttnllolll\ b~: lu;tl ;md lq:al ddrn-.n ht tlo~ 
claims in lbc Complaints. lntermc:dia intends to ddcn•l \'IJ:"'""'·h· tlll' • l .111 n-. 111 tl.r ( 'otupl.lml~ 

ltaa 2. (]!ancn In SeaujckJ 

Oa July 9, 1997,lbc: Comp~y s.oM (,,(KJII,b.J ) :--ort l'" II 11· ; • · .11.11) :.!J.otn (.1fflt'j:.Jtr• h t111tti.L111111 

prcCcrcDCC $150,000,000) CICh teptC:SChllOf, IIU!Lt' hnndtc oltl1 Lllklt' .I Ill ,o ·.ll.otl' l'llloC' ( 'umJI•lllY' • ~C'/Ll'S I> 
Preferred Stock, la 1 private placement transac11nu Sult·.r• l'"·nt tlwtc·t", thC' ••HI aihttJUt'Ut upttnn with tC.\IIC'd h t 

lhe Serit1 D Dcpoalwy Share1 wu ucrd scd anti thr ( 'omi'·"'Y .... 1.1 .m ~.1.hth•n.a1 ·~ , l,t•lO SC't ln I l lk l'"\tt.u y 
SbarcJ <•urcgalc llqWdaLioo prercrcnu or S22,StXl,t0 lJ Nc·t ,., ... ,.,.,,, ' " lloo· I '••I IIJ' oil)' i1111H11111C'lltu iii'I'I UliiiJ,\IC'I)' 

$167 m1Uioo. Dlvidcuds Oil &be Series J) l'rr fcru··l ~t" I. 11.111 .It <11111111.111' ,)1 .L t.lh' of 7'X. of t.ltc accrc&;~lc 
llqWdatloo pr~rerenu &hcrtot lftd are r.ay .. bk c{uallr rly. 111 Mr<'.H~ l>l\'l<ktl<h arc p~yabk 1n u .sh or, 11 the 
Company'• opl.loa, b7 the bsuaoce of &bares of Couunun St ..... l ttl rio•· < 'corup.l tt)' . ·n ·~ ~l' r ic~ D l>rcCcrrcd Srod ... ,,,11 
be redeemable: atlhe opUOD of lbc: Com~y at any 1 1111~ 1111 "' al tl' t July 1''· .'1) , 1 ·" t.l trs ~ •Jmmendnr. W1th l~t 'i.. 
dccliDlq 10 IOOii on July 19, l004 . 

The Sene. D Prdencd Stock is conveni!J1e , at th c optu11111! tlu- lto•hkr. 1nt\J Cummnn Stuck of the 
Comp.wy II a convcnion price of $38 .90 rcr s.h.uc: of Com mon s ~o .. .- 1 .. ~.ul•Jrd let rcrtlm :u iJ ~Utmcms . 

The Sericl D Depoaiwy Shares were issued and :~o<Jl•l to• tltc llll llal pu rd•a.~cr~ JlUr s~nl to an exemption 
Crom rcplnlioo proridcd b7 Section -4{2) of lbe Securities Act of I 'J \ l, as amended (t..he • Act. J. Each of the 
initW ~or lhe Sericl D Depoaitaty Shucs rcprest'IIICd to thr ( 'umpany. :\nlOnr. other lhtnp, thai (il II 1\ a 

qualified iDIUNlioa.al buJa c·Qm·). (l.i) it is DOl acquirinr. the Srnr-. p Pq ... •.JI.ll)' Sh;~U'\ Wllh. VI< ....... '"')' 

disuibudoa dln'cof lhal would violate lbe Ace or the srnuilt"·· 1."' ·. "' ·'"' ·.t..~t· "' I lor lltutr tl .S1 .11o "' any other 
applicahle j\aildiaion, (ill) lt will bert oflr11u•: au• I ll".dl11o1: I lor •,, o or-. II l h' t'" '· ''·")' Sharu only to Qlns in 
reliance oa lbe ClC'm(1Ckln from the rca;btrAIIttUIC'tjUIICIIlC'IIl .\ ultlor 1\tl pt o VI<kd \ty Rule 144A and to a~rc:dited 
lnveaton ia. prJva&e piKICIDCIII Clallpl from lbe regisllation !C'tjUIIe tuetU~ of lhe Act. and (iv) no form or general 
sol.icli&Uoa or aaaenlldw:rdaia& hu bce.a or will be used I.Jy it (lr &II}' uf u~ reprr~nt.lt ivc:..s in conncchvn with the 

offa aod IIJc of uy of~ Dcpoll&ary Sharu. 

Oa October JO. I W7. lhe ('.ornpluy 60ld 7,000,000 ~(' IIC"o 1: I k I"·~ llary ~I oMC'S ( aroc:ga 0C: hquidatton 

prcfereace 1115,000,000) cKh ~a ooe-huodre.dtlt mtctrst 111 a ~h;m nf t.hc Company' s Series. E Preferred 

Stoek, lD I prtva&c plaorm f lnniH'tion. S~&bsequenr therc:lo, the over allutmrnt opuon ~~o·itJt respt :1 to thr Series F 
Dcpasi&.uy Sbra WU uadled IDd lbe Company sold an addill(lll.'l l .~lO,t)(\ 1 .'irllr i 1: J>cposll.ar,o Slwes 
(lfii'Cp&e UquJdadoa pnlaaace of W,OOO,CXXlO). Net procrr •h '" the c ·,,1111 '·"1)' • muunted to approJ.jiJUilCiy 
$193.8 miWaa. Dl.sdmd.l oa lbe Scria I! Prdened Stod wtll ac~wuulacc .at ~ ra te or 7~ of the aggregate: 
liquidadou prefercace lhen10f ud ue payable quanc:rly, in ancars ntvtdends arr r a)·abiC' in c.uh or. at IJ1c 
D-lpmy'a opdoa, b7 lbe hP'!"CC ol tlbala of Common S\c.-:~ of lhc Cump.m)· J11c Scne1 E l"'rdt rr l'd Stlll:l "'111 

be .............,.lllbc opdDa ol~ Company at lily time on oc after ()(·ttthrr IIi . ~lUI a l IIIC'l w m•ncnctng wtth 
leN li, derllalq 10 100" oa Ocaober II, 2004 . 



~Series E Preferred Stud, w1ll he·' "ll"'!ltl•l• ,,! ·"" ,,,,.. ,, ,,, . , I.,., rml o<'l .''1. 1'1'1 / .. •r tlu· 'l''"m ultlw 

holder, HIIID CoDUDOa Suxk of rh(· C'oml'·"'~ ,,, ·' '"II"' ' ·•·•ll f' l" ,. ••I ~·;• ·I I j'(" l 'li.ut· " ' C"cttmuton St . ... ~ . '"";~·, r '" 
a:ruin adjUSUDcnts. 

T1le Series E Dc:posi1.uy Sh;~rn """''' t·.·.ur.l an• I .... 1.1 ,, • lloo· Llllll.ll f'''" t. .t·.r t' J"ll '"·'nc In .111 c .\riiiJ'' ' ''II 
from registration provided by SC'C"IIon 4Cll ••f tlw Sr. 111 Lllr·· 1\ t 1 "' 1'111, •••••. tllll'lkkd (the - Art·) l '.3rh uf :l1r 
initial pun:hucn or lbc Series E llcJIO~II:uy .'>h .llt' \ lt'J'I('',{'IIIt'tl '" tl u· ( · .. mp.Ul) •• lllltlllj: ulllrl llunp. that (I )IIJ; J 

quaifaed inatilvtiOO&I ~uycr (•Qm ·). (il) u '' nne al<JLm 1111: tht· Srs u·, I I , ,. ,,. ,!,,t.u ). ShJrC'~ with a 1ncw to any 
diluibutioD tbcnor dill would viol.:uc LhC' AU o1 thr ~<"• m Jt tn l.1w ; ol ;m) ~tate of 1!1c lJni\C'd State~ uc ill I)' nthC'r 
IIIIPiicable jwitdictioa, (iii) it will be tc-()ffenng and rc ~<' 11 int: thr .Sc 11r\ I:. I >cl"'~liar)· ShiUe'S only In QIH~ in 
rdia.nu OD lbc ea.empcioo from lhc n:gistratiun rC"quucmruc.' ultlw At r J H<~vulr,: hy l(uk 144A , pursu;lnt 1t1 offer~ 

aDd aaJes lhaf oa:ur OUlaidc lbc Unit~ S~les wulnn thr lllC'.llliUJ'. ul l~q~ulauon S nnd In <III.:CJcdatcd inve~tors an a 

privalc pllfCID"M C.umpt from lbc registration fC•Juucrncut~ uf the l\11, ~111\ (tv) 11o furm uf &C'OC'ral ~ohcitatwn m 
ceocnJ advertisilla bas bccD Of wiJJ be tUCd by II or auy 11! 1[•, l('j>lt".flll.lll\t'\ Ill t'UIIIICdltlll Yo'llh lhC' uffrr 0:11111 ~01lr 
of MY of lbc Series ~ Deposiwy Shares 

Ileal 3. Defaults Vnon Senior Scc;urjtir.s 
NODC 

lleaa ... Submission or Matttn to I VotC' of ~('('Ill II}" llnl.lrr\ 
Nooe 

lrtm 5. Other lnfonnl!ion 
Noac. 

lltm • · l~xhiblts fnd Rc;rort.\ on Form K-K 

(a) EMib!ts 

Numbg 

l.J 

3.1 

.3.2 

4.1 

4.2 

4.3 

Agrtcmcnt aoli l'l ;m ,,, f.kq:c• ;uu. •nr. r!w c ·,"''l'lny, l>Jyllj:hc A~o:•tuJ ~IhOn Curv 
aad DIG EX, d.1tC'd June 4. l 'J'J7 Elluhu t)') I() (I) I•> tliC' CumpJny's Sd1cdulc 
140-1 fLied with the! Securities ami E~~:. ~:h~nrr ( 'ummi~~inn on JunC' II • 1997 is 
irx:orporal~ herein by ufc-rC"ncc · 

Restated C~nificat.e of lncorl'"ra:um ul 11w ( ·umpo~ny . h•J:rtltrr wrth all 
ameudmcnts thtr<"to 

Dy·Jaws of t.lle Comp:my. tnr.cthfr Wtllt ;LII aur('ll<hiiC'I111 1hcrctt~ Edtilut ~.2 1t1 

lhc Company's Fom1 S·l, fiktl \\ uh !ltc· 1 · .. mllll',\hlll un Nm·cru!<r K. I 'N.l. 
(No. 33~90S3) is i11corpuratctl hn<'trl lo}· rrl•·•cnl·c 

IDde.olwc, cbr~ as of Octol.tc::r 30, IW7, by ~nd bcswccn tt.e Cornpa.Ily ADd 
SunTnast Biltlk, Central Aoritb, Nauurul A~~O(t:tuon, u T "Wtcc EllhibiJ 4 I to 
lbc Company' s Current Repon on l 'oun K 1\ . r11t-d vdth lh<" .. ommi~sion on 
Nowmber6, 1997 (the •Form M 1\ - ,. '' Ill• "'l .. ,,,tnl hr-•cu\lo~· rdcrencc 

Cenifiute of 1Jc$ignauon of Volll~ 1\tWC'(. I )CSI&n.lii0/1 rreCe.rcoa:s and 
Rdi&Jve, Panicip&ting , Optiowl and ollter l~i&h~ and Qualific.ations. l..imiLitions 
aDd Ralric:tiona of 7!. Series 1; Junzor \orwcr111Jk l'rcfcn~ Stock. of thC' 
Company. f.!led wit.b the Se-crC'tary of St:tlC' tt( rhr Sta te or f)claiUIC on October 
29, 1997. Exhibit4 .1ro the 1:m m !C K ~~ lllu>rf"JrJIC'd hC' rcm by reference . 

Dqosit Auccment, dated as of October 30. 1997 , by and among Lbc Company. 
CooliDeol&l Stock Tr~~Ufer & tru ·. \ Company and all the bo\dets from time co 
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27.1 

(b) Reoons on Form 8·JC 

lime of lXposiiJI)' Rtl C' l)'(\ l'o\U('d C!Jrl t' \Jihll'f ]· \ luluc " ~ l ol chc l'orm ll K ·~ 
mcorporated herc:tn b)· rdcrrun· 

Finmcw Data ScbeduiC' (hu SH · I I"· I lill)' l 

1bc foUowiD& reporu 011 Form 8·K were: feted durm1: the tl11 ul <JU;ut<'l or 1'1'17 and throu&h 
NCMIDbu 6, 1997: 

lbe Complll)' flkd a Current ReJIOM on Form K 1\ . tlltC'd J u I y IJ, I <J<J1, rcpon ing under ltc:m 2 the: 
c:ompletioll or 1bc .:quis.itioll of DJGEX. lucorplll ;l (t•J hy I loi)' h,~lll /1. ( IJUISit 100, Corp . . a wholly 
owued aubadWy of la&enmed.i.a Communicatcuc~\ Inc: ll1e ( · omp~ny ahu tCJJOr1ed under teem 5 
tbe compleeioD of lbc COOC\IITCDI private JII3Ct"II ICII I.\ ur Jl.\ St' ll t'\ IJ I) (' pmct.try Sh:ues aud II \4 'lo 
Noc.ca. 

TboCompaDJ filed a Cwrent.Rc:pon on Form k !\lA . d ;u(.'d July 'J . I'JIJ7 , reponing under Item 7 

the f&na~~~:ial ····-JIIIC'OIS or busi.oeucs acqucrcd anJ the J•rufurma ftn.lnn al m(orrnatiun .u or M.uch 
31, 1997. 

1bc Compaay flied a Currcar RqJort on Form K 1\, cl.lccd (J..;tulocr 2·1. 1'.1?7, rcJIOning tutucr hem 
.S, tbe COauDCDCC1Denl of two concurrent privarc ol krm1:~ uf it ~ ~C\:urit•c!l . 

The Comp;my fdcd a Cunenl Rcpon on Form 8 -K, d.trc:·d Nu\'cmher C.., 1997, reponing under 
Item l, tbe completion of WDCWTC:DI private: pl3ccmcn1 ~ uf 11.1 SC'J tn 1: l>c:pu·,ll.ll)' Shares anc.ll! 
7/8~ Noca. 

n 



SIGNA 1lJitES 

PutSIW'ltlo th.c requirements oflhe Sccutilies Excba.Dgc Act or 1934 , t.hc rcr.c~tr a ll( ha ~ cllll ) Ll\1',("<1 !lw. rq• •lll· o .... 
signed on its behalf by 1bc undeni&J~Cd thereunto duly authorized. 

Dated: November 6, 1997 

II'ITERMEDIA COMMIINI<'ATIONS 11'>'1· 
( Nr f.l'of Ioiii I) 

/s/ Robcn M. Manning 
Robcn M. Manning 
Scoior Vice President and C'lud 1-Jn.m>~.cl Otl~t <'I 

tsl Jeanne M . Walrrr~ 
Jeanoc M. Walrc:rs 
Controller and Cbief Acwunlllct~ Ollt lT t 
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ATTACHMENT C 



DDlF£TORS AND EXECUl'IVt: Ot't'ICt:ltS ot· 
INTERM£DIA COMMUNICATIONS, INC. 

The followin& information sets fortb tbc name. age. c.:Jtllcn~hip. business address, present 
principal occupalion or employment, and the material occupation. positions, offices or 
employment for the past fi~ years of each director and e~ccutive office of ICI. Unless 
otherwise indic:aacd below. the addras of each director and executive officer is Jntermt.iia 
Communicalions Inc., 362S Queen Palm Drive, Tampa, Horida ;\3619 and each director and 
executive officer is a citizen of the Uniced States of America. 

Pavid C. Rubcq, age S 1, has been a director. l,rcsidcnt. and Chief E•ecutivc Officer 
of ICI since May 1993 and Chainnan of the Board since March 1994. He was an independent 
consultant to the computer and telccommunicacions industries from .September 1991 to May 
1993. Mr. Ruberg was a Vice President and General Manal!~o:r of J>ata General Corporation 
from 1989 until September 1991. 

JQ}tp C. Baker, age 47. has been a director of ICJ ~inc:c February 1988. Mr. Baker has 
been the principal of Baker capilal Corp., a private t-quity investment firm, since Octohcr 199S. 
He was a Senior Vice President of Patricof & Co. Ventures. Inc .. a multi-national venture 
capital finn from 1988 until September 1995. Mr. l~kcr I'> 'urrl·ntly a director of Xpcditc 
Systems, Inc., FORE Systems. Inc. and Resource Bancshan:s Mortgage Group, Inc .• all of 
which are publicly traded corporations. 

Geof&C F. Kna, age 6S, has been a director of IC ·1 \llln- h·hruary 1988. Hl· has been 
a principal of Communications Investment Group. an inw\lllll'nl hankinl! fum, since June 1990. 
From January 1988 until June 1990, Mr. Knapp was an a'>'><~iatl' at MHW Management, Inc .• 
a venture capital firm. Prior to that time, he held various cx~"<.'utiw pmitions at llT Corporation 
and its subsidiaries, most recently as Corporate Vice l)rcsidenl of nT C'urporation. Mr. Knapp 
is currently a member of the Manhattan College Board of Tru\ll'~·, and ( 'hairman of its Hnancc 
Committee. 

Philip A. Campbell. age 60. has been a dirl'~o:lor of J('J '"1~·l· Sl·ph.•mbcr l\N6. Mr. 
Campbell retired from Bell Atlantic Inc. as director. vi,~· ( 'haHnMn ;md ('hid Financial Officer 
in 1991. Previously. he was President of New Jersey Kelt. lndiana UcJI, and Bell Atlantic 
Network Services. Mr. campbell is currently a dircctur of XJ-:ditc Systems, Inc , a publicly 
traded corporation. 

INI IX 'UI/KUUIIIII~tM 41 



Robed A. Rouse, qe 48, has served as Ellecullvc V1c.: Prc~idcnt, Operations and 
Systems of lCI since October 1996. Prior to joining IC'l, Mr . Rouse was Senior Vic:e President 
of Concert, a joint vcntu~ company of BriLisll Telecommunicarinns and MCI Communications 
Company where he manaaed the cnaincering and UJit'fitiUIII\ ttl tlu· ( 'uuu·rt filuho.l N~twurlu 
from 1991 SO 1996. Mr. Route held ~arious clC\:UtiVt" m<tn;6~c:mcnt JIU\Ition.s at MCI from 1986 
&o 1991, with rapoalibililies including producl and hl'lwurk dC:"t!n. m·twork ""d systems 
development. network planninJ, operations, pnwisi11mn~. <tnd ,·uslnnh.-r llot:rviccs. From 1969 
to 1986, he man.qed ICVenU Jubsidiarics of RcK:hcster Tclcphunc, now a pan of Frontier 
Corporation. Mr. Route received his B.A. from the University of Rochester m 1971. 

James P. Geiler, qe 38, has served as Senior Vice President. Sales of JCJ since August 
1995. Mr. Geiger setwd as lhc Vice President of Alternate Channel Sales from March 1995 
through August 1995 and as the Presidenc of each uf Flhc..•rNet liSA, Inc. and Fiber Net 
Telecommunications Ci~innati, Inc. (collectively, "HhcrNcl'') since their inception. Mr. 
Geiger was one of the founding principals of FibcrNcl, inillall y ~n·1n~ a\ Vice I, resident of 
Sales&. Marketing and subsequently serving as Pre!iident. hom Apral 191Ntn April 1990, Mr. 
Geiger served as Director of Marketing for Associated ( 'ummunh .. cttium, a cellular relcphonc 
company. Mr. Geiger ra:eived his B.S. in accountin~ fm111 C'larhun llmvcrsity. 

Robed M. Mannin&. qe 37, f&as served as Scniur VKl' l'rl'sl tlcnt. !'lud Hnanc1;d Officer 
of ICI since September 1996. Mr. Manning joined JCI from I>MX In!," ., a Los Angdcs-hased 
cable programmer, where he was Executive Vice President. Sl·ninr hnanl·ial Ell.ccurivc and a 
director of OMX-Europc from October 1991 to Scptcmhc..·r I~Nh. l'nur to his ~enure at I>MX. 
Mr. Manning spent ten yean in the investment bankin~ f1l"'d m l·orpurale finartcc: and mergers 
and acquisitions, most Jeeenlly with Oppenheimer and t'o .. hw. ' V•n· Prl•sidcnt , f'orporatc 
Financ:e, rnanqing &heir Entenainmenlll..c:isurc Time ( inmp I rum 0\'lolx·r 19H8 tu October 
1991, Mr. Manning is a graduate: of Wilhams. C:ollcJ!c. Wd h.ull,llllol. '' . Ma, ... tl'hU\4.'11~ . 

Robe a A. Rub. a~e ~2, tms served a~ Sc:mur V ll"l' l'rnt1kn1. H um,tn ReS(•urcc.\ of ICI 
since March I, 1996. t:rom 1anuary 1991 through f;chruary 1'-lW•. I >r . Kuh wa\ itn independent 
consullant. specializing in executive and organi1..ation d~vch,pml·nt. l·rnm 147.~ to 1990, Dr. 
Ruh held executive positions in human resource~ with llitlllt'r Hl-.lllhl·.m· CnrpuratHm .md 
American Hospital Supply Corporation. From 197.\ tct N7~ . I h f(uh '>C.'f\l'tl "~ a l:OO\ultin~ 
psychologist for Medina and Thompson, spcciali:ring 111 l'lll'l' liiiH' ,1\\C.'\'11\L'IIt, ~lcction, and 
development. From 1970 to 1972, Dr. Ruh was on the corp(lr6lll' ur~.tfllt<ttmn development staff 
at Comina Glass Works. Dr. Ruh served as Assistant llrofc\Mtr ul J")·dmluJ::Y at Michigan St.atc 
University from 1970 to 1972. Dr. Ruh received a n .A. '" p\ydlttiUl!Y hum Vah)ardi,..., 
University in 1966. He received an M.A. (1967) and a l•h .D. f 197111 111 """"ln;al/ur~"''•'at•on 
psychology from Michig.n Slate University. 

., . ... 



Birbara L, $amg, age 34, a co-foonder of tCI. ha~ ~rwd "' a Vtn: t•r(·,uk·nt \Inn· 
June 1987, and as a Senior Vice President siiKle October 1992. She served as President of I< 'l') 
,rrc.h::.ce~,.,,. fmm September 1986 ro June 1987. Ms. Samson recently scm.·d twu lcrms as 
Chairman of the ASJOCiation of l...oclf Teh:r:ommunac.-1 iun \ ~t·rv in·' < A I TS 1. :t n;tl ion a I 
competitive access provider trade association. Ms. Sam$(m tc(:ctwd hl·r li ~ '" 
telecommunications from the University of florida and her M.B.A. fmm tbc l lmwrsily of Snulh 
Florida.' 

Midlacl A, Yirm. age SS, has served as Senior Vice PrcMdcnl, Stratc~tc: l•letnnm~. 
Regulatory, and Jndu.stry Relations of ICI since <kiOber 1996. Prior to his prcllent positton, he 
was Senior Vice Pmident, Enaineerina and Information Systems from January J996 to (~:tuber 
J 996 and served as Vice Pmident, Product Development from December J 992 through January 
1996. Dr. Viren joined ICI in February 199 J as Direc&or of Producl l>cvclupmcnt. lk Vircn 
worked for GTE Corporation from August 1986 to february t99l a., a \pl't:ict.li\1 111 w1dt: and 
luc.al area nc(working. Prior to that he operated his own consuhin)! firm c:unn:ruratm~ 111 WAN 
and LAN design; was Senior Viu President of Cri~rion, Inc.:.. antTcmomJt uut\ltJrtnJ' farm m 
DaJias, Texas; and served as lhe Director or lhe Utility Division of lhe Mtwnm Puhl1<.. .\crvttc 
Commi~ion. Dr. Viren taught economics for 10 years, most recently""' •m A\'o<lelafc l•rofc'>~or 

of Economics at lhe Univer.sity of Missouri-Columbia and prior lu lh;&t at lhl' l fn1wNty ot 
Kansas. Dr. Viren received a Ph.D. in economics from tht• ~ lmn·r..,ty ot c ·,.l,tmm<~ S:.lllfi 
lJarbara and a B.S. in mechanical engineering from rhe Califurnia St;th.' lltun·r\lty ;tt J.ong 
Beach. 

eatricia A. Kurljn. age 42. has served as Vice Prc~oidcnl. ( it'IWr.tl Cnun .... .-1 (l( IC'I Mllt'C 

June 1996. From September 199~ until June 1996, Ms. Kurlin ~rvcd ;,., Corporall' c 'oun-.cl and 
served as Director of Govemmenlal and Legal Affair\ t<•r IC'I t rom \qHt·mlwr 11.14 , to 
September 199S. Prior to joining ICl, Ms. Kurhn )Cr\'l'd a, St:nu,c I ,·klllllllllllllt\.tllon, 

Auomey at the Florida Public Service Commission from May l!.N{) to St:plnnhcr J(j9.\. M.\. 
Kurlin received her J.D. from the Florida State Univcr.,ity .md ;1 B.S. <kl!rl'C lwm the 
Univcrsity of South Florida. 

Jeann~ M, Waltea. age 34, has served as Conlrollt'r and Cl11l'l Al·"·uullltrlJ! < lllkc:r (lt 

lei since May 1993. From November 1992 until May 1991 she :'ICrwd "' A'>\l'>t.tnl Contmller. 
From June 1988 to November 1992, Ms. Walters wet!> an aud1tor .1t hno,t Iii Ymm~~ t.LP, a 
cenified public accounting firm in Tampa, Florida. Ms. Walter\ m:"·' H'd 11\·r B '-. 111 .I\ ,·ounlmi! 
and an M.B.A. from Wilkes University. She is licen~ in the .SI<ill' ul Ht•r"l.l '" .t n·rttlit:d 
public accountant. 

'('ummcncin~ April 1. 1997, Mi. Samson has hc~n on a "''hha11c.tl k.tH' 111 ordt:r If' c:hotir 
the Hunda Ncll>Jty 2000 prognun. 
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