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('-- In , h,. \t.11 , r of IN THE MATTER OF THE 
APPLICATION OF TEL-SAVE. INC 
Ol'BIA THE PHONE C0MPAf4Y FOR AN 
AMENDED CERTIFICAT E OF 
AUTHORITY TO PROVIDE LOCAL 
EXCHANGE SERVtcE IN SOUTH 
DAKOTA 
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Public Utilities Commission of the State of South Dakota 



Al...-, Adnutlnl ms- Y,,rl 
&nlJ M•t) land 

VIA FEDERAL EXPRESS 

Mr . Wil l iam Bullard 
Exec ut Ive Di rec tor 

Lance J.M . Steinhan 
Alll lfflr") Al L,.w 

b4H f .• hl Jr'NI., C"n...wnJ 

Sum: 28S 
Duluth, Ckor11• J0155 

Apri l 14, 1997 

South Dakota Public Uti 1 i t1 es Commiss i on 
500 Ea s t Ca pito l Ave nu e 
Pier r e, SD 5 7 50 1-5070 
(60 5) 77)-)2 01 

RECEIVED 

50U1H UMOI A PUBLIC 
UTILITIES COMMISSION 

Tc:lt:f'N_. (710) 212-112(.(1 
f-....,.111\lk (170) 2 l :!A~II 

kc: Tel-Save, I nc . d/b/a The Phone Company 

Dear Mr. Bulla rd: 

Enclosed p l ease ri nd o ne o r iginal and ten (10) c opies o f Tcl­
Savc, I n c . d/b/a Th e Phone Comp any ' s An1ended App li c ati o n f o r 
Regi s tration o r a Tel ecom mun ications Compa ny t o Provide Local 
Exc h 11nqe Se rvi c e. 

In o rder to expedite the proc essing ot this a pp li c at. ion , I 
would I ike to s uggest that all r equests for i n r o n11at i o n by t.he 
analyst be made by ei ther telepho ne o r racslmi l e. I wi 11 eiake 
every effor t t.o re s pond o n t.he day o f the request . 

I h11ve al so e nc l osed a c heck in the a mount of $250 . 00 P-'Yable 
t o t.hc " Sout h Dakota Publ i c Utilities Co1:1111i ssion" f o r the fi ling 
fee, and an ext ra copy o f this cover l e t t e r to be dat.e s tamped and 
returned to me in the e nc l osed se lf-addressed prep id envelope. 

If you have ll ny ques ti ons o r if l 111a y pro vide you with any 
addi iona l in f o rmati o n , please d o no t hesi tate to contac t me. 

tnclosurcs 
cc : Mr. Dan llo r is l o ..,­
W S/ afs 

Attorney for Tel-Save, Inc. 
d/b/a The Phone Co mpany 



AMENDED APPLICATIOJI POR R!OISTRAT ION 
OP TELSAVE, nrc. 0/B/A THE PHONE COMPANY 

PILED WITH THE 
SOUTH DAKOTA PUBLIC UTILITIES COKNISS ION 

J !I THE HATTER Of T II E 
AM EUOEO APPLJ CATION Of 
TELSAVE, lHC . 
0/0/A THE PHONE COHPAtl Y 

TC9 7-040 

RECEIVED 

Doc ket !lo . ___ _ 
FOR AU OROF.R 
authorizing the r eg i st r a t ion 
o r applicant as a 
te lecommu n ications compa ny 
to provide local exc hange service 

APPLICATION 

Appl i ca ti o n is he reby aade t o the South Dakota Pub l i c 

Uti l 1ties Comm ission for an Order authorizing Tel-Save, Inc . 

d/b/a The Phone Cor.ipany ( "App l l e ant") to r egister cl B a 

clccommu ni r.:a tions compa ny t o provide l oca l exc ha nge servi c e 

wi hi n the State o f South Dako ta . The fol l o wing I n fo r niatlon is 

furn I s hed l n s upport the r eof: 

1. N••·· Addre•• • nd T•l•Phon• Huabtr Of APDlicant 

Te l-Sa ve , Inc . d/b/ a The Phone Compnny, Inc . 
6805 Route 202 
fi e ..,. !lo pe, PA 189)8 
(215) 862 -1 500 
(800) "128 - 3 288 (Cus tome r Serv ice) 

Al 1 inqui ries regarding compla i nts and r egu latory rnAtte r s 
s houl d be addreGsed to: 

l.ancc .1. !1 . Ste i nhart, Es q. 
6455 Ei'lst Johns Cross ing , Suite 28 5 
Du luth, Ceorgiil 10 155 
("170) 2 ) 2 - 92 00 
(770) 212 - 9208 (fax) 



Th,. nf'lme and llddress o f he Appli ca nt' s r eg ls cr,.d agent 

CT co rpon1tion system 
J 19 Sou th Co cau Street 
Pie rre, South Dakota 5750 1 

1. oescdption ot the APP lic•nt 

Appl l c.,nt was incorporllted in the State o f Pennsylvania o n 

May 17 , 1989 with perpetunl duration. Applicant is II wholly ­

o wned subsidiary o f Tcl-St11vc Ho l dings, Inc ., I.\ Oclnwarc 

corpo rat ion, •..-hich ls publi cly tr1'dcd on the HA SDAQ Unt ional 

Ex c hange. Appli c ant has been in the te lecommun ications 1ndus r y 

s ince incep ion. Appli c ant has au hority to tr;rnaac busi ness as 

a f o reign corpo rati o n In the State o f South OL'lko to\ and a copy of 

a Cert.ificatc of Coad S tanding issued by the Secretary o f S ta te 

dated Mar-c h 20 , 1997 is attac hed hereto as &xh i b1t A. A copy o f 

the Appl icant ' s Ar icles of Incorporati o n is attac hed hereto as 

Exhibit B. on Ju ne 19th, 1992, the Commission issued Order 

TC92 - 018 Granting Appl !cant's Registration and Approving i s 

Tariff to provide intcr excha nqc telecommunications se rvi ces in 

the State o l South Dakota . 

4 . f aciliti,, 

Appl leant does not o wn or maintain any tra nsmission 

f11 c ilities o r twitchi ng equ ipment in the State of South Dakota. 

The Applicant will provide services t hrough ce rt ificated 

i ncumbent loc ,,.l excha nge c.a rriers ( "L£Cs"). 



s . Stoc:kholder, 

The names a nd a ddress o t the so le s t ockho lde r of App lica nt 

arc as fol l o ws : 

!lame and Address Shares owne d Pe rcentage o f a 11 Sha r es 
Iss ued and Outs t a nd i ng 
and Voting Contro l 

Tel - Save Ho l di ngs , lnc . 1, 950 100 \ 
6805 Route 202 
He w !lope, PA 1893 8 

6 . Oll_iey,,•~•....,,d._.,...., • .,,..,,_o._,.a 

The a nd addresses of the o f fice rs a nd dircct o t·s o f 

App licant are ns f o l l ows : 

Dan ie l Borl s l ow, CEO & Chairman/Direc tor 

Ga r y Mcculla 
Pn ~s i d c nt /D i rec to r 

J oe Schenk 
Chief Fina nc ial Offi c e r & Trea s urer 

Kevin Kelly 
contro l I er 

Ema nu e l DcHa l o 
Ch ief Operations Offi c er/Di r e c t o r 

Al o ys iu s Lawn 
Ge ne r a l Co unse l & Se c retary/Direc tor 

Edward Heye r c ord 
Exec . VP, Hktq. , corporate Oe ve lopment 

Mary Kenno n 
Di recc.o r or Customer Care & Human Reso urces 

All o f the above c an be reached at Tel-Save Holdi ng o , Inc . , 
68CJ5 Ro u c 202 , tfew Hope, PA 1893 0 . 



7. o por• t• ovner,hiP 

The namo and address of any corpora t ion , associa ion o r 

s 1m1 lar o rganization ho lding a f ivc perce nt ( 5\ ) or greater 

o wn e r ship i n the Appl icant is as fol l o ws : 

Tel - Sa ve ll o ldi ngs, Inc . (J OO\ ) 

s. Subaidiari•• o•n•d or controll•d bv APolic• nt 

Uone 

9. ~ Pt ion of e,rvic•• 

Applicant is <1 r ese ller wh i c h Intends t o of f e r al l l oca l 

serv i ces prov ided by the i nc umbent LECs. As a s witchlcss 

rcsc l lcr, Applica nt ha s no poi nts o f presenc e in the S t.a t e of 

south Oakot.a. thus APPlicant neithe r owns leases nor ooerates 

any sw1tchina t ransmission or other PhYs icol fa c ilit.ies i n the 

by fa ci lities -based LECs within the State o r South Dakota. Upo n 

rec c1v1nq c ertlfi c at.i o n, Tel-Save i ntends to provi de al l fo r ms of 

intrastate l oca l exchange telecommu ni cat ions serv ices i nc luding : 

(l) Basic Resident ia l Servi ces (Loc al Ex c hange Flat R.lte, 

Measured Rate Serv ice, operator ;iccess, etc.); (2) Residential 

Custor.i Calli nrJ and C l ass Features (cal l wa i t i ng, ca ller ID, ca ll 

forwarding, e t c .); (J) Basic Busine ss Exch~nge Ser-J i c es; (4} 

Busi nesa Cus t orr. Call 1ng and Cl ass Feature s; ( 5 ) Ad j unct Provided 

features ( vo!co mcsoaging, e c.) ; and ( 6} Business and 

Residor.tidlly Anci llary Ser vices (9 11 , directory li s t i ng, 



director y assista nce , e t c . ) . Tel-Save seek s au thority to resel 1 

local exchange se r vices throug nout t he St t1 t e of South Dakota in 

t he areas ser ved by a ny LECs i n South Dakotn t ha t a r e not 

eligible for a sma l l o r ru ra l ca rr ier exemption purs ua n t to 

sec ion 25l(f) ( 1) or t he Fe d e r a l Act. Te l - save does not seek t o 

provide r eso l d se r vices to c us tol':le r in those sma ll o r rural 

territories at th is ti me . The App l ica n t i s curre ntly a utho r ized 

to pro vide i nte r e xc ha nge ser vice i n 48 s t n tes. 

10 . Fi nancial aualificationa 
Applicant is fi na ncially qualified to p r ovi d e intrasta t e 

loca 1 exchange tel ccommu n ica t ions services .., , th i n Sou th Dakota. 

In parti c ula r , App l ica nt has a dequate a ccess t o t he cap ital 

nec essa r y to f u lfil l a ny o bl igations i t ma y unde rta ke with 

respect to t he p rovision o f i ntrasta te l oca l excha nge 

telecommuni c a t ions oe r viceB i n t h e State o f South Dakota. Sec 

Exhibit C whi c h is attached he r e t o, Appl ica nt' s parent compa ny ' s 

Form lOK fo r the year ended Decembe r l l , 1995 a nd Form 100 t o r 

he quarter ended September JO, 1996. 

11. I.il_ill 

Applicant will rile a copy of its proposed tari t f as Exhibit 

0 upon complct1on o ! negotiat ions fo r intcr connec ion. 



WH ER EFORE, t he undersigne d Applicant requests th,'l t the sou th 

Dnkot" Pu b I ic Ut i 1 it.ics Comr.dssion enter an order gran ing this 

,11'1endcd ,) ppli c a ion to its Certi f icate of Authority authorizing 

App l 1c,.. nt to provide resold l ocal exchange servi c es. 

UATED t h lS day o f -"'"-'-"'- • 1997 . 

Tel -Sa v e, Inc . 
d/b/a Th• Phone Co■pany 

By : 



11'llll OJ' 7--1:YL~ 

COorl'Y or 80CU 

Danie l !lori&l o,,, , i,.1nq ti.cit: du l y nom, dcpo■u and says that: he 
i s Ulo Ch1■ t b ecutlVO Of!ie■r Of T•l-lavn, I.ne . d/b/3 Th• Pbon• 
Compa ny, th• Appliean~ in the proc •IMinq ent.ithd a.hove , th•t he 
bo.1 rtldd th• foregoing dpplicat i on and k.nOWio th• cont Aftt:I 
lhereof; tb3t th• 1am. are tr\la of hie ltnovl•d9e , e1tcept: a:-. to 
a o t.t:a.r!. Which are therei n atat.ed o n infora.ation or bal laf, •rod t o 
tnou Nt<er• he beliovu <bu, to t>ei2:r/, u.L 

id Bcrhlow 

Su.t>:se?'i bed and r.vorn to bofo re t:bis ~ day oC ~ 

~~7[)_/2.~ 
NOt.JCf PIW1J.C: 

My CoJU11sKion e xph" r.~: S lm)S<; 



LIST or EXHIBITS 

A - CERTIFICATE OP AUTHORITY 

B - ARTICLES OP INCORPORATION 

C - FINANCIAL STATEMENTS 

D - PROPOSED TA.RIPP 



!XHIBIT A - C!RTIPICAT! OP AUTHORITY 



j,htie of j,outq ~ahota 
. . 
" . 

OFFICE OF THE SECRETARY OF STATE 

CERTIFICATE OF GOOD STANDING 

FOREIGN CORPORATION 

l. Joyce Hazel ine. Secretar / of Sta e of t ne State 
o r Soutn OakoU, do ne :-e:> y certify t"lat. TEL - SAV E, INC . ( PA) 
was autho rized t o tra nsact ousiness l n tn1 s s tate on Apri l 
6 . 1992 

I , f urthe r certi fy tnat said corporation nas compll e a 
·,d t n tne South Calco a la ., go 1t!rn1ng foreign co r po r a ti ons 
tra nsacting business in tn1 s staa , and so far as the 
records or triis ornce Sha .. . sa1 corporatton is in good 
s ta nding in tnis State a tne oat.e nereor and auly 
aut hori zed to tran sact ousiness !1"1 tne St ate o f Sou h 
Dakota Tnls cen1 r 1ca els no ~o oe constru ed a s an 
enaorsement, rec oomend ion 01 notice o f a pprov al o f tne 
corpora ion ' s f! nancia condll.on 01 ous lne ss act ivit i e s 
anc prac tice s. Suc"l in o :-ma ion is not availacle fro m t his 
o rr 1 ce 

!N lfSTl.VO,u WH[R[Qr, 1 have 
ner~.Jn-. o se:. m1 hand and 
afrt,;ed trie Great Seal o r t rie 
State or So ,1 Dakota. at 
Pierre, tne ::apital, this 
Ha. en 20, l 9 .. 

JOI[( HAHLll r, E 
Secreta:1 or Sta te 
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SECURITIES AND EXCHANGE COMMISSION 
Washln910n, O.C, 20549 

FORM 10-K 

Annual Repor1Pursuan110 SectJon 13 or lS(d) 
of the Secunties Exchange Act ol 1934 (Fee Required) 

For the year ended December 31, 1995 

Commission File No. o • 26728 

TEL-SAVE HOLDINGS, INC. 
(EAact name ol reg1stran1 as speofiecl 1n its Char.er) 

Oefaware 23-282n3e 
(S1a1e 01 other jurisdiction ol 
1ncoroo1at10n or organ1za:1on) 

(I .A S. EmplOyer ldenllficallon 
Number) 

22 Village Square 
New Hooe, Pennsylvania 18938 

{215) 862-1500 

(Aocre~s. Inclu01ng zrp coae cl prinopal 
exf.:c:u1111e offices and reg1sttanrs telephone numoe,. ll'lcitld1ng area code) 

Sea;,,t,es te,J1s1ered pursua!'ll to Section l2(b) o! l'ie >ct. 

Title cl eacrt dass 
Nor~ 

Name ct ea.ch e•chaoge on wnlCh registered 
Not apohcable 

Sec\Jt111es reg1ster&d pursuant 10 Section 12(g) cl 1ne Act 

Common Stock, Par Value S.01 Per Share 

lndate 0y chedl ma~ whetner the Rev1stran1 I 1) has l'ileCI a!! oocvments ano re00~s requu~ 10 ce 
file!l 0y Secion 13 or l5(d) 01 tl'\e Securrties E•Chan;e Ac: ol 19~ 1J1,mng me p,ececMg 12 mcntns (Ot 
lo, st.Ith snorter pe'\Od tnat tne R~,suant was teQuirea to r.1e sucn reooruJ a/'IIJ (2) has been SUhject 
10 such filing reQuiremonts tor me pas, 90 days. Ves Z No a 
lndica1e by eheck mane •I disdosuro of oel.~ueni r.1e,s oorsuant 10 l!am .:05 o! C\egulation S·K tS no! 
con1a nea ne,e111, and .,,,. 11 not t>e eoniamea. 10 tne bes1 ?I the Aeg151ranrs kmwledge, In detln1tr,e p,o•y 
0t intormaoon statements 1ncorpora:eo by reterenc@ 1t1 Par. Ill of tnis Form 10-K or any amenameni ol 
tn,s Form 10-K. □ 

The agg:e;ate marti:et value 01 voting s1 r-elCI by non-atMates of tne R6''Stran1 as of Maren .21. 1995 
was aoorouma:ety S17,625,000 eased on IM avera~e 01 tho high a1\CI low pnces ol tM Common Stoek 
011 Mareh 21 . 1396 of s 15.00 per snare as reponea on tne NasdaQ Nat:Onal Mar1ite1. 

.A.s ol Maren 21 . 1996, the Reg1s1ran1 had ou1s1anC'1 19.!>00.000 shat'3s ol rts Common St • pat 
value S 01 per share 

Oocuments Incorporated by Relar•nc• 

Pon10ns 01 '"9 Tei- Save Holdings. Inc. celinrlive 01 0, y s1a1emen1 tor the 1996 Annual Meeting or 
Stcon:!Ce·s a:e ineoroora:e:i oy 1elerence mlo Pa,1111 of 1ri1s Fo,m 10-K. 
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PART I 

ITEM 1. BUSINESS 

Fe.• l,"e Ce'n,t;on of cer:tJm :e-s oJSec ,r '.r.s f(Jrm ,o.r , see -G1oss3r1" 

Overv iew 

Te· •Sa ·"' HclC.ru;~. Inc recr-ca..,)7 pro-, ic:es Ieng c,!.tance ser.nces poma.,,, 10 s-.a~ anc: 
r-c-::~~s.:'.?': :>1..wies:.es Joca:eo t'VeUJnovt :.tie Ur •e<J S:a:es T"loe Car an/s ~ s:ar-ce ser.-,ce 
c" '!" .,s nc•uc.-. 01.Jt::,c\, ser, ce, .roourc 1:i:t•'1ee 800 se--,ce. ano ~cdcl!ed onva:e bPe ser11Ces •or ea:a 
To ea•n tre Corioan1 r-.as ooe•aiea as a s ..... :e,"1.less. nordaeit,1,es-oased 1ese!ler o! AT&T lotv; c::s:ance 
ser.,ces 91 :)'4r:.-iasini; 1ar~ usa~e x; mes trcn AT&T purwam tocot1trad tartts lt,e Con"Oary "1as :ieen 
a:i•e !O pfXt;1e su~'.antial c.sc::1,n:s aria cl'er le .¥ cost r11gn cual,fy IOng dts:ance Sf!MC!!'S IO l'IS cus:omer,, 
a: r,res ~er'!ral!y IT'(lfe !arora::1e tM,"'I secr'erec C:,redy':Jy AT&T The carygene,aJy or :,ces 1ts 
se ... i;.es 1.,rcurJn .nce:-:encent c.lJ .. .e·s a.'1<: r-,ar,,e: ccr-,car'..es lo. 11 as -par~t.c.ns.- a tne 
CoMt:arry t:i r. .:e o·,emeao e,::enses The Company e,~ its cus,ness pnnanly by aoong 
c,.1:"J1,cf's ilf1d o,o nq new anc e•.stino ~ar'.i:icns 'N.1/l ccerational. '.narc:r,c l"'"aNe:.ng ano ~erren1 
s-xcr: T~e Cc;r-caf'lr s set'o'ICt!!. a•e r•-.,.'l, e•ec e!""pr-a .. ,.,,.., ttie ,:_a. r, c• t"'~ s,,-,ce~ pe::; , ,..: o 
;. ;a,; · ... er.- tt e aa::urac-1 a!;. T& T r.sng anc pnc:ng at='.rama!;es 

Tne Ccrrcan1 has success'1,1'y est.a 1stied ,ts pcs,ton .is a s·.,. 1ctuess rese,'er 01 i-.T&T lom~ 
c,s:ance ser.rices as a resui1 al .ts ati1lrt-1 10 ne,011a1e ,,.,t,"I.. octa,n !aJCra:11e comrac: :a: 'ls !rom 
:. T& T IC ma•1a:;e am: c:,s1r1tll,te Cata. 10 Olil ac::ura1e11 a no 10 pro e pan,i.on s1..::ioor1 . The Conoany's 
•u:ure s1r,1•ew1 ,s :o ccni.nue 10 s1.1:ioon e•1s1ing p.1r.1,ons. 10 a:ttaC! acaitional par .. bOns f,nct:ic,nQ tnose 
r=o ... ,, !"e non- A &T resale rr.a1\. e• arc :c ma11<:et sef'.ri<:es ::!it~I,' :o enc users The Com;ian) 1mencs 
to a-,ac: re w pa1111ons anc: supoon e,1s1 ng Pa'!111ons Cy amo 01ner Uln'N;S. 1ncreas1f'~ ,ts c .. r·et"I 
c;rac ce ~t c"e•1 acvances :ore"' ,an.: ens to ena e S.JC-'I pa-: !;Ors :0 pay 0u:s:anc:1r--9 oa M1Ces C!:.ie 
IC tN!;f e, s:,,.o lc '"IQ c !.'ar-.ce :i·e" .ce·s r or:::e· for S\.C ::,arz t,c~s to tta:-s• r ir.e,r enc use·s to tne 
Cor,:iany's se "ncc. anc 10 e.r stri~ can 1.cns to s1.P()Gr' ·nt:1r mar.,e1 e"!orts 

To C:Jl"l n\.e p,0via ng !(;'I ::ua I/ le ecomri .. nicat or, services at eompe•.t ,e ra:es arc to pcs, n 
!M Conpa"l 'or !\.lure groW'J'I, :ne Company ,s 1n '"te process cl Oepl()png as c"'n na1.onW1Ce loru; 
o s:a"'ICe ner" .... crlt. One Ben er Net rOBW) OEN !eal\.res f,,e Cor,par-y-e.vrec AT & T-maru.lacurec 
SESS·20C}) swlc"tes connec1ec K1n :. T& T c,i_ 1aJ ttanSt"'JS.siOn lacir,t es OBN's ,eaucea cos! s:ructure 
. ..,,u alON ' "le Comcar110 ot'er 1a1es compe11:.ve w-:n !/'lose of non-AT&T rese·1e,s wn,le cont1n1.:1ncJ :o 
crov,ce ire G..:alrr1 cl A & T-mar:1.1•aciurea s...,. icr es al'ld ;. T & T-p,ovicea ttans,..,ss,on tacll, t1es af\Cl ,no 
ser-, cl!s e non,;. T& T tiascc s ... :cniess ·esa e IT'.ar're· tr.a: OBt 'N'!I ar:ow 1.,e Ccmpar:y ·o PVS\.e 
recreser.ts :ne ma1onty al 1ne s ... -tcn'ess ,esaie 10m; d1s:ance ma,~ et 

Te!-Sa ,e Inc, tne Compan~ ·s p1ea~esscr CPre'!iKessc• Co,:,cra· on 1 ana nc: ,. 11s operati 
suts.:1,dty, ....-as 1nco:por.11ea 1n Penns)tvamJ in f..i.ly 19!39 The Company was t'k;.Crporatea in Delaware 
,nJun: 19SS The ;t:kJress ol 1r0Cor-p,1n}'spnnc,;.0Jle, ec-.. 1ul! o~ces s 22 \ dC@ Soua e Je .., r!ope 
Per.ns,•,a~.a 18938. and rts :e1e::;ncne rionoe r ,s f2 ' 51 862-·S~ Un@ss 1~e c::;r:e •1 OL"ler-.,...se 
reQuires. ·ccmcany- 1nc!ules :ne Prececesso• Cott1ora·rJn ano '.l'!e Comca .. , some, sues«:iar es 

Industry Background 

General 

TP\e Se7 :. Cl<ll,on US io,,g c s:ance ,n::1,s:ry 1s ccmira:~ -:,1 u-e .,a~n·s ''l•ee 1ar!Jes: C:i",Q a.stance 
crovicers. ;..Hr. MCI 3!'10 S:nnt. wnlCll 1oge:ne· gerieratea ao:irourr.a1e1,- 82 71h, cl me ag~re<;a:e 
•evenues cl a'l U S 1oog d stance rr.:e,e •c~aru;e camers rn 19'1.: O! ~e· IOng c.s:a"ICe cor"103f\,es. M:me 
.,. I": .-.a:..-::raJ C."\Cao1i11<es. aCCC\.nt~ !er \'1.e rerr.aincer of tne m.11'<:e: 

Base<: on ou!l.1snec: Federal Commu,11ca110rts CommisS10n r ~cc 1 es:,ma:es 1011 serv,ce 
revenue~ el US long c:,:tance 1n:e,e•cranc;e car·,ers n.a .e grown '1cm S3S a 0,a.on ,n 198-l :0 567.: 

'';<;n ,n 191J4 While 1nt:us1r1 ,e.en1.es r-ave ;rcNn at a ccmoouno il/"l"ual ,a:e o: S 7~ s, ... .Ct! 1 a.: . :'le 



re,e"Jf''i ol ·arr.ers omer man;. o, • t.1CI and Sonni '"a,e IJIONn a: a comDOu"C a~"uill rate or 27 e:i.o 
0.;1 " '.. •· 1:1 same pe'lOC As a resutt tne ai;;!;reQa!e mat\f'e• snare 0 1 all m1ere , , .,a.,,e omers otner !'la., 
t.l&T, MCI ana Spnm nas gro·,,m '•on 26ci 1n 19~ :o 17.3..,_ 1n 199;: OunnQ tre sarne per1oc, me 
l'"la"'el snare ot AT&T cechneo ho.., 90. l ¾ 10 55 2% 

P• or 10 The Teietomnunica1 : ns Act 01 1996 r ie ecorrm<Jnicat ors t..~··i. !"'e long ::,stance 
:e1ec:.mm1.r,ca11ons 1naustry !'lac ceen prrnc1pally s11a:;eci by a court aecree t>e:· ... een A Ta and me 
Un,te<i Slates Department ol Jus: ce, known as tM MOOifica n ot F,na1 Juogmem {me -eonsent 
Dec·ee .. ) tnat ,n 198'! rec;1J1rec !ne CNe!:t1ture by AT 4 T ol 11s 22 Be!I oporalltlQ CQMparnes ano o,v,cea 
t"le coi.r-1-y 11" !0 some 200 Local Access and Transport ;.r'!aS or "LAT As .. The 22 operaMi;; ccmpan1es. 
,,,.'1,c'l ,.ere c:onti1nea into se,,.en :e:;,onal Bell operat, companies ('"ABOCs-). were given me ngnt lo 
pro..-,ce IOcal 1elepnone service, local access service to long distance came rs ano in1rat.A TA !OU service 
/Se",,ce , .... ,u,,n U. T As). but weri: ;;r:'1,0itec l1ori provlQ.ni. ,n1e1LA TA service (seMce t>etNeen LAT As). 
Tre r,g"lt 10 p10,1C'! ,r,terLATA se", : e N3S main:a,noa C>y AT&T and otner camers 

To e-ic:Jur3;e me C1?1e1opme~· : ' corrpeM,on 1n the lo C1s:ance market, !he Corseni Decree a 
me FCC rea,me mes! loc.J.I e .. :~r;e camers ("LECs .. } 10 prov.Ce au carriers ·Mth access to 'ocal 
e,c,al"Qe services :r-at ,s ··e-::iual ,:i ty?e. auahty and pr,ce" to inat p,ovic:e<l to AT&T anc ,,,1tt- :ne 
: p::c~ .. r ·, :.:, oe se ec:e::: o:,- c..is:~-e•s as ~i e·r pre'e1·e::= long C stance ca1·,e• Tnese 50..--_a ~ -e!:..,a! 
ac::ess- a'IC 1e·a•ea pr:;v1s10rs a·e -:encea to 01e.-ent p1eteren1.a1 trea:ment 01 AT&T 

RCCJ1a~or1 1v:,..;.a1 anc: tet .. ~c·o '.,•<:al la~ors na,e eioec 10 aea·e the tounda1,on to, srr.a:Je, 
co_,:,a.,,es to er"le·~e as cc..,::.-·· ,e ar:erna,...,es 10 ,. T 4 T. ,.~c1. and Sonnt to, long Ci stance 
•e e:::: f"l ... wnic31.on ser-. ces Tne ~CC 1ec1,;·1es t!i3! ;. T& T not rest· 1ne resale ol ,ts sel¥ces, ano tre 
Cor,sert Decree and 1egula!ory ;i•o,;ee<:: "OS n.a:e erisured tnai ai:ce~ 10 LEC nerw-orks 1s, ,n nest 
cases a ,a 1a:i1e to al l long c!.s:a"ce ::,rrers 

L:ing d,s:ance co..,pan,es t-:a: .. a.e t .. e • own :ransr-.ssron lac ... 11es ar c SN !C"les, suc"l as AT&~. 
a·e ·e•e·red :o as :acd1:,es•Oase::: ca·· ers Fac,L:1es-oased c.ame•s are sw-tc~oased earners. tea.,1r~ 
·~a: '.re, r.a ... e a1 Jeas1 cne s.-..:c.-, ·: c rec: ?t>e • IOni;; d.s:ance ua'f,c Nontacih: es-caseo came:s e mer 
r,1 =~ ~nc u;>0n :ac t,:,es-:iasec ca .. e· ,; tc, s ... -ic!'i ·n~ a" C ·ransm,s:;,on tac; • es cs ,. ,1c'!,ess 1ese1te:s") 
or fuJ 1f\slall and ooera•e me,r o,. , s ... 1:ciies tlul O~p,>nc on lac,i.1 es-basea ca",ers !or ttarsmiss,cn 
lar::!,1 es (-s,... :cn-oasoo resel!ers-1 

Tne re a1,on!:h1p ::ie:ween rese e·s anc me na,"' lc1i; O•s:a,ice : a•r1e:s s preciea:ec i:mmar,1,• u:x:., 
tne 1ac1 1,a1 ti e prrcing s1•a1~·es a"a c:'Jsl s':uciu,es 0 1 ' "re maier ;ong o,staf'ICe earne·s ha"e reSl.'tej 
n,s:orica11 , in me,r cnarging ~1i;;r e· ·a·es to the sr--ag :o n tx:ium ::iusiness custoMt'.!r Smatt 1.::i meOi<Jm 
:>1.s,1ess c~s1omers l,'CICally a·e " : : a::.,e 10 ma,.e tr e , olume commitments necessar, to negotiate 
rec.ic&!l rates under inc111dua iec ::n:ra::s B, comn ;: ~ 10 la·i;;e VOlurres 01 :rarfic. me reseller .s 
guarant'?t'• OQ tratf,c to !'le ma;cr k: "; c s:a--.ce ca" er c~· ttie rr.:i,o• long d1-.:a~e carr er s ·e .e-,ec c: 
t~e a:::m1r ,s•ra:,,e t>u·ce., c! <;ua ' 1 -; ar,c se""', ,c·nQ 1a1;r: rumt..e·s ol methrm io snaU acc0t.." ts he 
s..1ecess' .i! 1eseter rias o-... e, c. e ... ea.: ,;os:s a" C s ao,e :o l"",ar°'e: e--:cse"l1y tre :er,~ ::,stance :itoc:..1:­
oroc~s ::·ce·s ""'ify c•ec t a"C p•: . -:<> ;:;.sio'"ie· se'". -;e ' '> a i.! "t;e n1.Mo->1t 01 ac::cw,:s 

/, ,ti'\ 1:s c,. Nn !: ,. 1c~es. ' '\e C.:.-:.ar , ,,, ::e S·1" r .,1r, • , e~:. :!eoeriP"' ' ~,, .:. T !. T •.;• s,.. :: .... ; 
se·11Ce<11 a :no:J')n 11 ,., 1 con'. .. _ ... •::i ::e :::<> ::'!"i:t .. - • ,., .:. ... ii ... 1cr t1J"~"1":·5s,.,,, se",c~s 1r rf>o';e ... , ,eYs 
"a: O" l 1 ;in-:, ... ,;,o.,a re' NO•~ ::::. : i'·s " l , '! :. .. :is:J'" J .. :>9·a.:e-:: me c .. J · , a : .1::.:1: -', :.• t .. e , 
c:::..,es:,: .or.; C·s:a:\.;:~ ,e:-....e··~J. ' -±~ .. • " ; " s,; " • .;..:> .. . a, :ess ··a"'s ... .ss,cr :.:i::.1.; •1 ' w• ~<Ce a' .!: :a· 
c:::r"- .,r,ca' ,:;"s 01.e 10 a--1,: ::~·e:: a.! , l":es , ... ·- .. ·~ " "'e"'':J "'"· .ec ., c ; •3 · :.e· c::: c 
·•a"S .... 1\ V:m. e•Cf>SS c1::ac·. ,; e•:~~e::: ·: : '!! ·s-~· ,1·::: -ra, ' !! \ .. : i.'l : e.:•e .1!.,,.,; ::·..:es •u- wSe ::• 
"il"\"':!.s ;;.n •a:., · es e, : e: e, "; ·~ ,; ... - s ,, ·: · e~ ... e C';f''::J"' , '! •::>,?C' ; ·: ~ a.:; t, ·o c:::"Tt - ...... ·:: 
::ro• :e ,;-,;; : s:1 r<.e ser-, -ces .. s " :i ·-e -: .. .1 :, -:.1 .:. - '.\ • ··a"s ... n ::., •a, · ~s ::w· a• Le ,..,.. •:it''!s ... ,1 .. 

1 ras .. ,s:'J• ::.a' , C",w;a -:: ,. ,., ..... :-- ::.a" , re-; - .. ~. • ,. • .1:: s· ~; se". :e ::· a- ,a· " ;: "e""' enc: .. ~'!!· 

- N-:; ' "".""' '""; ..1'.r" -, :: .. . e ::,_-! .. s - ..J , s ; · • · · , • ·~, "''!' J 1 S' .l" ~ :...~fl-'!n n ::·e •,,.· .·a 
► ·~· " >.•,r.-.. · ,r: •-.~ ►c: ''!- ·.1:e-: .:. ·! -, ·: .J'.\ u .1 .Ji .. --~ ;.ir- ... • • nes:.c se· . ... es 
,. .,c" -lr"·"'"' ' -v., .. -: "' __ .,4 • .• ~ .. ,-;..J , · -: .. · ,.-:. l !·•::w11;"'"; ::.~·a~,es..t:sc.·r-i::-s .:.-!-



rS no ... 1'10 ,oq;er sut:;et'l to ~e cao ' !?';u1a! ors t."'a: "'laCl ::•t>•11ous:1 i;c .emea its of'e"ni;~ '.::l res~ences a:"l(l 
~11 Dl.~ne~es. ~ is aJ:Oweo to ~. e, 1.1S1r.g !.:reanllnea c.,ocooures. tant's tnat are p1esumcc a ... ·"uJ 
Qer.At'"e e",:e:..-e en one C:a{S nc:t,ce, mak t mere C.'"ici.11 'or tne Compan, 10 C(o:es1 sucn f.llnG5 

SecorJ en Fecruar18. '.9J6. t'1e P1es1c:er1 s g"eel :tie Te1ecoMmunacat ens .:. c-, w'" ,C" 1!1 r:enc:ec 
10 m:·o<:t-ce nor a com~111 on into US !e,eccMrrun,ca:.:;ris mJtU!s Tne leQ•~a: en coers lccaJ 
se~,11ces t'l"a-Ye:s by recuirmg LECs 10 perm,1 n:e•connec:.on 10 tne1r nerNOrli.s ana O) es1ao,,sn1ng, 
amorJ c:"e• m1ni;s. LEC o~n;l: ens . ..,1:n res::ieci to "1,n01,f\C!ed" access. resa e, n1,l"'\CJer 00rt.1011r1y. 

1a r:; oa· :, access 10 •19n·s--:~•way ano M1..tuat COf":l'.mY:.cn '"'e Jeg1S1a1 on as:. ccc,'ies 1ne LECs' 
ec:1.ai ac::ess and nc.nC:1sc:1r-1na:,on c::i1tc;a:1ors ana creenp:s ncs1 sta:e oair ers lo en:"1 Spec.al 
;:i,o,.,is cr-s ::.0~1a ned 1n tne Te!ecom~t.nica:1cns J.c: N 11, o·,er tirre allow FIBOC 010v,s.on cl ,nlerLA TA 
tor: i:. c s:arce se....,ces RBOC s may ,nmec,a1e1y provic::" St.:Cn ser11Ces out-ol-reg,on !where 1ne1 are 
no1 me LEC, and p,0viae 1nc,cen1at ,merLA TA seN1ces. inc!uC:ing ccmmerc,aJ m ,1e ser.-,ces Tne1 .... 111 
oe a1 CN<la 1:i c,o..,,c:e sucn ser.1ces ,n-re 110n cn1 , w • ., FCC apcr0val a~e• nav,n') met a comae: 11,..e 
cr-ec.- is: See .. - Compe: 110n" ana -- Rei; .. tai.cr H 

Oevelopment o f the Co mpany 

T.,J> Cor-c.Jny, om; .nally 1rcor;;cra1ec: ·n "je, as Te!•Sa .e. lric, was tc,mec: ic ca:i,1a1,ze on me 
FCC mar-Cate allowing me resale 01 ,H&T ser"ces. The C0ripany m,:al~ e:ec AT&T's 
Mu,:,. oca:.cn call1~ ptan p ,ILCP'"J, .... .,,cn pro ea 1ncremen1a1 a scoun:s eamec: oy ~•t.:s-on of me 
i.sai;e voh,.r-e 01 diverse enc user roca11ons unc:e: a s,ng1e service plan. Tre Comcany was successi1..1 
,n ma•~e~I"~ MLCP, but real1..:ec: 1ra1 ttlere we·e s1gmf'.can1 barners to 9·ow:n assoc1a!ed w1tn the 
c1cau~1. p, ma· 1 tne tac,: 01 re;xir;1rg Iron' A T&T, c roouc1 mre.1. ::i,1.1y anc ine laelt 01 con11e1 01,er encl 
user JCCOurtlS 

In !ate 1989, tt.e Ccmoany suc::ess\;11:,- oo:.tned an ace Lena! :.. & T ser.,ce plan Clevelcoec 0y :., T&T 
anr:: Maflte:e-:J as So'lware Derinea NetNOf1t Se~nc:e rsDN7, an AT&T ::i,OdUC" ces.gn@O '°' larger ::vs.ness 
c:.:s:cmef!. SOrl provced the Corrw,i; w :ri ru~tier rr..:irg,ns. ner.vor1( con1101s. aa-,ancea 1ea:u1es ana tne 
a!)tty 10 ret>dl its encl user.; tnrougn .:.r&T ana ;. r&Ts Co.iege ana Unr...ers.r, Sys:el"'!$ r .:.cus1. • s 
enaDJ.tlQ U1e Company 10 t'lave more C:lfl.trol over Ille end user aco:>u,"1. As a resun er SON. trie Corrpany 
0e1;ian to c"er ser11Ces on a ,,., nctesae oas,.s t,.,r~n cartrtions The Conlldfly mere()y outscurced rts 
rr,an,e• anc enci user sernee e~penses to part.t:ons a"<l'Nlng rt 10 loc..:s on ..,araw,~ me in,T 
relattonstl!P and lur" .. 'ler c:evelCp, its 0.~1ng ana +nl0tma!1on systems 

In Oecemoer 1992. trie Compan) ot: ta,ne!l il"e first contract tar ,11 t1ea1ec: by :.T&T soec. all) tor 
me Company The con11act 1ar111 prov-Ced me Corr:ian1 'N1!h s1gmficant ace,: onal price actvantawes a1 
s:aO,hled rates aM the ac1hty 10 at:s0rt> tne :raffic 01 c:;impe1110rs· ans ,nto the contraC1 tan!! The 
Company sutsecJJen1Jy co1aonea 01rer con:rac: 1.:.nr.s, . .., n<n .11so ~,cvice ;. T 3 r 1nooond eoo ser es 
ana ;. TAT prr.a1e line services, 1n crci:r 10 o ve~s1• I 11s servtee ,,rtenn;s. n· .. s 11'1 1vn has hmner enaolea 
me Company to increase !he numoer of rts oani1.ons a ena users. 

To da!e. :ne Compar y nas or1ma·,1y ape,a:ed as a " '5N1cnless- ana ncr1ac·,1t.es-casea ;;ro-.-reer 01 
Io n<; c,stance ser11ces t:.1 rese11,ng AT&T services. Tne Company c-.. .rrently otters r1s pa1mcns anc eno 
users na:.c:i .... ,ce ao:ess 10 P,TAT icr,; c:,s:a""'e ner .... c•lt scNices lt',rcu~n cont:ac: tan"s. 1r.c11.c: ,no 
cu unc long a·s:ance. CCO ser.-·ce and crr,,a:e lire ser- e OU1DOu"d Ieng d-.s,ance sftf",ce 
acc.,-.moca·es vo,ce. ca·a ar.c 11ceo lldnsm,ss,cn~ The Company's 800 se1'.'li:!f 1s curre"llly :ll'O\tCed 
r:r, rese;h~t; ;.- \ T's 800 Se".,ce tRea::1 ·r'?, M,::;aecri eoo. e:c J • ..,.n.a, s ,H rs inCO·. . :.01:.1,ee 
re~•t'"'I o' me eail t-a1s me c"'arc~s; ICr:i; :! s:ar.c .. ser.1Ce The Comp.iri{s ptr.alti lin11 ~-ce s 

c_rrer:•, ;r:·, ea oy r'?')e1!1 ,. ;., T& i ?•1 ,a:e Lne Se", ce. Nnitn mcl1,Ces de~1ca1~ tran$trus.sicn h"tes 
CCl"'f°ec",rt; ::.1 ·s cl s,1e<; 

O,.e :11r-e c,,r-.a,., 11!a?.:·s 1·.a· l"e C~r-::d .. , "'a'> s..cceeced in 1r,e ;.r& SK:cn es,; re.seer 
-a!"e' nas r..ee., ts a: f'/ 1: n~:•a·e . ..,. • ., ar.c e.~•a,.. ia .o·.u:•e con1,aci tan .. s •rcl'"l ATa. Si.c'"' 
cor~ac. :a· .. s.i::sc.-::• c;r.s 00 rv:t 1"':QC.se r~s··,c-.,or-s -:n t.'le ra:es m:e Cc,.,.car, -.J./ Cf'~rt;'! ¢! 
car.tct\s a· enc .se•1. e . ~••,r"as-i,; ..l '';" .. !Hl;e .• .... -es ,,:::rr .\ 4- • ..,w~· to suen :cr:•aC' 
:.a• "s "•e .-:,a.- , sa.:e·-:::•·: .. ·~s .. :.s·1 • .i, .,:_-•:s.:-:.-. 'J.:t"'CC"•·•,or-~e-s•,a~,eeser, ces ·e 



1:s :;ar,: 011s ana ena usets a1 ra1es generally more 'ar.lra!,le :nan thOse ct'e•eci d,rec!!y oy ;. i & N ttt 
,ts lf'llcl""\3·,cn s,stems. 1ne Co!'"l.e,any 1s aOle 10 mana-;e anc c:is:rieu;e to Dart:! ons in!om,a:10~ sue., as 
ca:a a:.ou1 eno use, usaoe am: paymenl n1s:ory 

P·,cr ,~ 1995. suos:a:mally an 01 tne Company's sen.ices consistea 011esel1lf'IQ AT&T out:>ounc er 
SON 10~0 a1stance ser"ces In 1994. tne Company oe,gan :o otter 800 servJCes. wn,c.., ae::.cuniee •er 
30 9"'s 01 1995 sales. afl<l pn .a:e line ser11Ce. wnic a~untea !or 10 2'!-1 01 1995 sales 

Strategy 

Tre Comcany·s s1ra1eoy tcr ::it.siness growtn is 10 coni,nue: to suopor1 e•1s1i oarorrons. 10 amact 
ao:o: !,ona! oar11hons, 10 man-:e1 1:s services OJrectly to ena users ano 10 1ntrOC1uc:e ne ... ser.nces suc:i as 
Comee: 1.1,ve Teiecommunica:ions ?ro1111er {"CTP") ser,1ces 1na1 will De ooss-~e ..., ,th !he ce::,lcyne,1 
o!OBIJ 

P.c.,,ce OperatJOl'lal. F1/ld1'10r,g fl.a11<et.ng ano Mana9emenr 5t,ppon to Par:. t10ns. The Company .... i1 
coni.riue to sci its ser11Ces t-iro•Jgh par1Jtions To co so. tno Company wil continue lo p,O"<nCe e.!S!l"Q 
a; ne·N pa111110ns w-1n ra:es anc opcraLcnal mat1<et1ng anc maf'lagement SUOC)Ot'L The 
co~a· ::r.aJ. rT\ll'l'e:.n; al"d -,.:ragemern s1.::;p0'1 1"Ch..<:es rinanono. ~ 1n cus:o,ie· se'V!Ce a..,::: 
Jse -:. ! me ca:a case. co:'~,on ser. ices. 1ts1s ct prospectrve ond users ana a Ot.'Slrless m.1-ia,;iemeru 
sys:e~ de51gnea .:1na ae,e:opoo 0y uie Company P. •Clusively lor use by rt ana 11!. part1t1cns 

1nc.:e,1se End User Base T"' •ot,,gn D,rea 1.~e~ Ertons. By ma,1,:e 1ts serv,ces c,rec:.11 :o enc 
.JS.e-S tne Cotrcany e•;>ec".S :o lf'ICl'eas..? 1ts profit m.:JrgITTs 0y talo.t'IQ a:r.an1ace ol tne c 1e,ence 
ce: ... een tlle ect1te-:l cos-.s ol ottenng serv,ces on OSN ano tne ra1es cnaroe<J d.roe.ly 10 end users 

1,43 ,,tam Efficient. Low Cost Operar,ons. The Com.oany anemp!s to con11ol 11s acm.n1stra:ive anc 
na· ... e::no e•oenses mro~-i 1:s e,:ens1ve use 01 partitJons. To tne et!em 1na1 tne Company i.:ses 
:ia~,1,on!. to rr.ar'l'et long C s:ance seMces a to oroviae service 10 end u:.ers, 11 recuces ire 
m·,es1men1 mat tne Com:,a, y must make 1n its own 1nlrastructure because lhe CompaJ'\y aaes not 
r.a.e to :>rO'• e t"lese se",ices C!,rec:•y and incur 1ne assoc1a1ea costs w n1:e the CClr"'lpany plans 
tc tie;,n eoncucuno 11s ::tNn crrec: marke:1no 10 eno users 11 also ,niencs 10 cont.nue 10 a c 
~~.Lons rn :he e.1:oans1o!"i o! t.'ie,1 mari<eM g. 

Pro .1de Ennoncea fntorrr.;J /,on ana S11oporr Ser.nee The ComPJny a:temc:s to oro111ce pat'Jt1ons 
anc ena users 'N1tn eerie e:e information aria suooor1 servic:es These seMCes induce 1ne 
o·o.ns,on.r\Q ol me end user on ine network by tne Company. as Ciset.:ssec t>elcw In aoo,tton. 
management systems are c·OY1ded wn,ch (1) proviae 1nlorma:10n ta110recl to tne reawenems ol 1:s 
oa ~.:,ons. {Ill pro111Ce acc1.,a:e ana 11me1y copies ct end use, Otlbngs 1n a co ROM tour.at. (111} a.H.::w 
!tie t:artllions 10 res.;oM prot""Dtly 10 ena user neeas. (,vJ inteo,-a:e acquired enc user bases. fv) 
1a~1,:a1e ena u~r re1e-itic,n trJ I e,11tymo e u~ers >'l'hO ctian1-e 1-i~-r :..saJe panerns a.,a tvi) 
si.~pon ooerahon-. ,ma collec:10n ettons 

r ,e C:mc:ant:. ba.~ic s:ra:~) lo, ous.nes.s 01.::wm ,s bdseo on me .: ~--ne-u ot OBN osr~ di 

e, ;-,ec::f.O tc, lower :r.e Comoan1 s c:;s:s. 10 nl.llntain 11s access :o AT & T seMces anc ec:u omen:. to ~0 ... '? 

cro no o! new a~un:s. aie 10 orovt0e a ne:NOl'l(. 1r-at can toe exoa ea 10 ao.J new cro-: :s ar-r. 
seronces 

P•o~xte L,w Cost. H,; n o .. a 1t1 .:.1:er."3:1\e 10 Or"e• Camers Tl'le c o~.:a", s .:eoio}"'~ .: c• ce · • 
...,. I! r!!-::1.ce 11s :os:s a,a a Jo ... 1 :o O'le· p•:ong •o ~s par:1t1crs anc: en:: 1.~c·s ::.cr-ipet t .e ,. :" ;;; • 
:ie·o ,.. inat 1~ p,:..a11y o!'lerec by ma1a· !onil d1stanctt r amers anc: mer rese"ers T:ie r e· ... ccs: 
s:1 .. c:.Jre .s e.o:pec:&1 i::i al ',:: ,. :"le c~-;;a,y 1::i e,;;ano its :ar;e: 'T'lar~et t:e,r,.ci '" e ;_ "e"· :. 7& ~ 
·e-..1 e "'a~e: 10 1nc;uce 1-ie ::a ar1Ce cl :.,es· ... 1:., ess le~ cs:a.nce l"ia~ ei , e ire "-c~.:. r a-
1orio 1.s:ance resa'e mar1<en ... -iicn curien:·1 re:w•sems tne -.aior.y 01 ·rie ,oP"IQ o.sta.":e resa e 
Ma1 ~,1 lre Comca'1y al~o •r :encs :::i mar1<e1 :o ;. p& s el"'C' users as ,.e as ~'. .. er t"= ."Se•s 
..,: JC,.,'; res-.cen: al a"O 1ar;e·c'.::f'lre•:·a. ac.:.l ... f"!S t" S!OflC.l • ire ~s.-:.::i .. i'.s .=.•,. >!;:~'.! .-ce·· .... 
Cc-:;a .. /s :ar .. s .. a,e era:;ec t"'e Cc-:;..lr , ·:: -:" e• :,,,ce: ·c :s :,,a '" ·:.-s a--: e .. se•s ~~· a·e 
i;er~•"Uf oe,ow ' .'• I! o• ces ,...a ·• e••o ::: ·~=- , o, ;. • t,, ~ :c s-ia a"(!.-~::: .... \ :'!"J :: .. ·, "~\Se~ !. ,; 



a resu.: ol 1ne Teteco,r,mun1ca:10ns rct ABOCs ha .e t:ecome po:ent1al cvs1ome·s !er ltte 
C: -:::ar fs 1oru;; c,s:arce se~,ices. :::a--: cu1a,1y ceca.1.se oe:: ,,,,11 aIIcN 1ne C<lr-cany to o~e· 
ser. ces :;ased on me '"t,i;n c:1..a,,r, AT&T te'ecor".mur-ica1 ens ne:work a: prices ccr-,:::e:.rI . e ,. tn or 
::e c11 ncn-.:.. T& T-tlaseel rong distance prov1Cers 

E-::inas . .:e Oua11r1 and Funcronahty ol A TJ T-Manulactur~ SNitc'les, af'IC /. T& T-Prowdeo 
TrJnsm,ssion F.icJ/it1es arc 81ll111g The Compa!'ly will continue to oHer p,ocuc!s and ser.-ices on 
csri s m,!ar :o tno .. e that 11 has of'erec as a SNIIC'"l1ess resene1 ol AT&T ser..,ces oe 1s cem9 
Ou ,1 us,ng AT&T,rr.anutac:ured s·1trlcnes in con1unct1on "Mtn !eased AT&T transmiss,cn 1ac1ll! es 
r~e 5ESS-2000 sw tC'"t 1s trie mos· r~ ,aole s11,tcn 1n !rte :e,ecommunica11oris Ir-C-Sh'"/ In ac~,110n 
tc c"er .r,9 ser.·ces 1..s.n~ AT&T as tne underlying !aol,tes-oasea camer tne Company ·1, i.l 
ccl':in i..e to use tne c,u,ng serv,ces cl AT&T and ACUS. 

lr-:;,o.fJ P·c'r.SKJflitV) ot £"Id Use- ..: ccoc.:r,s. 06N w-D a!low U'te ~ 10 es:atlflsn service airec-.. 'y 
le• 01 ac:r,a•e enc user acc~ur-ts The Company will pro·IICle new e user acccunl cata c rectly !O tne 
LEC. w"'<· w ~ tnen ~e L'le et'ld 1..ser account to :ne serw::e provicea 0/ lne Compar.y or its 
par-!.cn. Th,s is e,oected to ,rcease :ne timeliness 31\Cl tre acceptance rate ol tile es:a:>hsnment ol 
se--.,,ce or provI51onIr'l(J, ano wD al!ow hs!s of enc: users to be maIntatne0 con1iden1:alfy 

E.o:ianc.wle Ner11,T:Jrlc 'llrtn c,v,;;uuLr;, to 5<.'PD(lrr New Products anc Sefy,ces. The :. T T SESS-2COO 
s1t--:.c."\es canoe el pancec to increase C3PJClty ano can at me s.1re time accommoaa1e local, lor.g 
as:a:-£e. pr,a:e r,ne and ·....ueess set\llCes. Thi.is. tne Comcilfl) 's AT&T-tranu!actur~ s-... :.cres al"ICI 
ire 1r.-o emen:a\Jl"n cl OBN wd1 enaole me Ccrroany to prc~e new prOCIJC°.s and seMces be)ond 
:.--cse :i..rrentt-1 oco;s::ile as a s-M:d°Jess reseller. A ltey a..."'Clcal>0n ol OSN will ce me ao,~r, !O ,,o 
1e ecoMmur.c.itcns ser11Ces 10 :er-ants ot office anc: mu1t1-1arrury resder.ti31 IC corr.p!eJeS as a 
c-? OBN .viii allow me Comcal'y to seelt me ngrn from a bl.uldmg owner. e1ev oer o, mortcaocr tc 
pr e a vaneiy o, 1e1ecornm..n.catl()l'IS seMCes ·.., :ne 1enan1s or a par.lCUfar ~ or compie, 
truoi,i;n the use cl a 1emc1e s·Mtcrung rr.ocule place<: ITT me ,'li;J. o, 1n Close pro ,1mrty, "":i..c:n is 
c.:;.r:nec:e<i 10 OBN. In er'ec:. ttie Ol...JClf'Q or OUIO:f'IQ tomp/eA wiu nave rts o .... -n sw.tcn. con11or.ec r,y tne 
c ~ ;pany ano conreeoo 10 06N, w h w t& enaole !he Cotroany 10 o-rer CentreA•t;'te s:eN1Ces 
!Cesc:,beel oelOwJ, as well as eistance SCfV!Ces. and 10 blil enc users 10, au seMCes pronc:ea on 
a con$01i<:a:ed Da.Sls OBH a so wiD pem'tr\ e Comoany to otter IOc:al telecommunicat.'Cns se,...as. 1n 

aOCibCn to mose prOVICed uncer C P ar.anc;emems. in markets m wt\lm me Comoar,y nas a swi;cn 
See -- One Sen er el • 

Tne Co~any also 1n1encs 10 com.nue 10 e•oiore strategic alliances w,t:i oartJ:,ons ano 
rcn1acd·1 es-oasoo and other prov,ce1s :,I long cis:ance serv,ces 

Receru Developments 

The Company r as recerr.ly rcacriee1 an agreemem in pnnoole .,.,.tn The Fu•st Group, Inc (1he Furst 
Gro1..0i. a na!O'l'11tCe provicerc! ionqC:·stance serv;ces. and on Maren 1-i, 1W6 0eQaf1 pro "'9 ser11Ces 

The Fur:t G,ou;> t'"lro~'"t ll\e Con,can)"s AT&T ccn:raa tanNs The Furs! C,cup·s retaJ S.l>i:S e...c~ 
s 100 'lt'l 11'1 :995 The Comca:iy. truMn " AT&r conua:. 1anf1s is h..lfilwng me ma,cnty ot Trte Furst 
GtOtJP',; preser1 long ais:ance rec1..,sement: . .... r-.-:h 11'\e Company esllr'.a:es could resun .n ao1i~na! s.i:es 
to tnc Comp.any rangrng tror"l S2 mn,cn to 54 mdbon per rmntrl d 11\ese leve,s ol tratric ara i-a.nl.1.ne:: 
Ade on.all'f. tt'le Compal'ly recent,y col'T'l"\etY:ed tt:ta1I te1emar,.e11nc eNcr<.s based 1n Clearwa1er Ponca. The 
Compa.-y r-.as hited a;:p,c•1mate y 90 e~)C1.?S. 71) ir. drec: sa!es a:x: 20 in manai;enen1 and s•;:,c:crt, 10 
otter u,e serv,ces cl me Com;lany . .... nr.n will oe targe1e<:1 a1 sman 10 mec,um-s.:ea ousinesses 

Fur".ne,. the Compan'/ has receivec lrom GMAC Com-neroal Mtor:gage CG,,v.c-i a !ener cl In:em 
1ncica:1n';) Gt..V.C's Interest 1n t:iu1k11ng a s:,a1eo,c re!auonsr .. p wi:n r1e Con1p.1ny. GMAC sel~ea tne 
Co~ar:y t:aseo :ln s. i:wmosal 10 i:in:wic:e CTP s!'rvices 10 tenant:. o! cer:.a1r, multi-la ly :esioer,1ta! 
buik:·r-.t;s wnose ow'lers ve GMAC mongage cvstom11rs The Ccmpany and GMAC cvre:-1!y are 
nec-011aiIn.,i t'"le terms ,:,I a celin,:Ne agreemen1 1na1 coruer:ioia1es trie Comoany ur-cenai<Jng a test 
prog,ar,, aJ:r:cuc., there s no assura.'\Ce as to w,ien or 1I a eef.nnivt• agree~e'lt w•II tie reacrec 



Salos and Marketing 

Tne cc~pan1 :mma1,!1 r-a· .. e:s 11s se1",1,ccs to SMa a~,o me-c,um-s1.:ec :a.s.ncss enc use·s ft e. 
c;enera y Dusinesses N!n leNe· :~an 200 e--i:>101ee".. :r roui;roul trie Un,:ec S1a1es t·uoug"l patM,ons 
Par: :,crs se' anc ma--. e: 1r-e Cc-p,1'11 ·s pro:: .. cis. alt,:; ,.. n~ t"le Cor"l;lan) :o r-.r nize tis mat1'e!J a!\C! 
enc 1.se1 ove·nea(:l ?a~,r.ons ~re· enc use·s a var,e:, cl serv,c:es and rates As com:;ensahon for 1ne1r 
ser es. pa/'i .110ns general!;· ,ece .e :ne citte·ence :,er .... een tne amount recei ,e:: Cy tne Company rrom 
eno users arc u,e amoum cna:;e-:: oy tie Company ·o tM oar 110n for o•OV1Clng sucn services Tne 
Compar, rias :omraetec! ·,..in a:i::·:, ,ma:e'y 65 sucri companies tor sucn sero.ic:e 

;. s .. ~:arr..a1 ¼r-.ter cl :.--e ;:.a~· ons na .o. e•ec.t.ed oar..:,on a9eemer:s v. t :ne Com::any oursuant 
to · ... -i.cn tre ~rroarr1 ai;·ees :o ~rO'-/ICe serv-ces U1 l1Z1ng ttte AT&T ne!WClrk servce ano end U5et blh,ng 
ser-l"CeS at ag•eecJ uoon :inces o, c so:l\.NS The Comoany teQwres that the pa'UIOOs ai:!here 10 certain 
Cor-,Da!'y es-.a:..,snec 01..iee .,es ir r-.J.'\.;e:ing tne Comc,an, s ser-.nces ano c~ 'Nlt.-i rooe,3! ano state 
reg ~ns These reQu:reme"l:s l"G.JCe ce .. .a,n representations Oy eacn 0J!i3"-:ator t.iat 111s ac: as an 
~rw:er.l ~ntrac:or 'N11,'i r~arc to tnti sale Ol lhe Compan,"s seNces. ano ,01 as a ,011·:1 venture paMer. 
acem er efT'(lkJ)'eit 01 tne Co~. at.ong ·.v.tn ::wovis10ns ior L"le proper comp.e:,on 01 iorms anti otnet sales 
pror;ec:.,res In ao::.tion, nos1 er L"le pa,ments made :,Y tne erCl users are ~,a Ct~Jy ll'i10 a -oo~ 
contr .. ::r, :ne C~)'. n e Cvr-:any's ::a1 :,en ai;·~me"l:S l)~y ,._A 'or :r·ee years o, tor t.ie ter"TI 
o! :tie appt,caole tar.tis, wncrie, er ,s less The ~,!aens ~enerally make re m use er re ,enue 
corr'"'l'!rients to trie Co~i uncer tnese agreements 

;. s a res .. il of C1e:i10,1ng OS tl . . .,e Conpany N 1U oe rec:u 1ea to reouce ,:s enpnas.s on :ne .:se 01 
ine .; T & T ne·,.,.cr',, 1n .ts marve:1";; Tne Com:,a1"t e1ooc:s 1:ia1 cer-..iin ot •s c .. rrent par!r!JO'IS and er:i 
1.:se•s na, cease or ·ec .. ce ::, .. ·:kas ser,11ces •rem :ne Cori;lany ane, 1 ce::icys OBN 

The Co'""O,,.ny is in L"le process .:1 de:e1"'ll,,.nlJ me c"a ... ges mat .... 1 neec :o oe tl"'.ace to amenc e, s:.ng 
oa,t.t,on a;ree--.ems ,n oraer :o ,e-: !"\e Comcan) lo or:MCl@ ser es~ OSri The Com.>any oe!ieves 
t"ta: :ne csc::iunts rt ,,...,11 :,e a:>•e :~ : .. e, ca~ :.ons anc e 4 u,;,e•s .:s.~ OBN :o;;e·"e· W!\I" me h.nctiona; r, 
ana !..>tl k/ c;! OBN cpe-a:.ni; ti" ::" . .. r. . en K ' :.--3 T-o,o~ :rans-ir.ss,on lac. · .,,s ai tt\e acc-.Jracy cl 
oi11 se~.ices octair1eo 1,cm ;.Hr al"IO ;.cus #, ena:i e 1 :o ar.raa cur-ent a: 11,;:.Jre c:a,r.,:ions :o OBN 
There c.3., be no assurance :..,a, e.1 s: rg Da'"J:10ns #9111 3'J1ee to ameno tne:r a91eerren1s .-.itUl tne Comoany 
J-10-,.. e,e· U'le ~I M3 ~~· f\_e ootq ol ao-.anong 'uncs to mes! :,a .. :ons tc suooon me,, 
mar'• e'. n.: e"':m.s HG:01 ca'I/. ::;y• :-:As :i ' t"e Cor"':ia~ f .. a ,e co'l:..,1..e:: 10 s."ess unce· me.r oar: :.on 
a:;r l!'!-.err".s t :);' "IQ ct"1an9es n ::-e Cor-,;a., {s se" e c~emgs 

foe Cc"l'loany 1n:e1'\ds 10 c:lr'.·'11..e 10 0torio:e 1nc·easea mat\letm.g ac:iv-1,es of cer:a.n c t 11s 
~r · c":. tkrcu9:-i ac .ar1ces c:: a•e•a :,.c O) asse:s ot SiJC'I part,t,ons In ,e•urn tor P,0\11.Cng sucl'l 
na··•c: .. ., a: .arv.:es. 1~~ Co--::ar, see•s o:- :;,•e1-i a"arice-ien:s ..,, , s .. :: ... ::;a .. :,ors 

;. '!"O.;'.i"I ·-,e CoM:::any .,.. c::"' "ue '.O ~se :,a~ ·,ers 10 rna11te1 services c.e• oer. me Compan1 
a :;.o ::; a~s :: :Je;i., ma,1te1 rt;; 1s ·e ee:cr--i..,,cat 0" se~. ,ces c.:ecly 10 e~:: users hrouc., ts reei 
ma·~e•,r~ e"o1s t:ie Cor-.ca" , e•::ec:s '.O 1r-c·ease :s ::"Jl: t"'largins 'Of :a•. 'l a:: .an:a;e 0 1 1ne 
C1rle1erice Oe"' ... een ire rea.;cec cos:s Cl :irov1c,ng se~, ,;es over OBN ar-c t'H! ra:es cnar<,ec 10 eno 
1..sers T'le C0Mpan1 1s oe;; :-r:- ... , '.S c ·ect ma ·• et-ng w,!tl a 1elema11<e:1'lg cperahon caseo .n 
Clearwa·e· For.ea 11 !\as rwec a::::·o ,1na:e':, 90 e-:i10,ees 70 1n air~ sa es ana 20 m n-.anai;eme.,1 
anc s .. ::~ .. -. 0 1ret'l m.r~e! "i e·•-.-s ,., ':x .. s en ,. 1,'l!l arc cu1oc1.nc se•vrees to 5~.a.t an<: 
mec, i..M·s :ec cus,nesses 10ca:ec n t'le s·a:es tna: ..,. ,11 ce ser. ec Dy tne oers sM1cn n Jac,;son-rlle 
F c· ca T".e Jae• so., . 1 e 5,. ·:., s e•:.~:·e:: to :e :r-e '•5• 08!'.J s ... 11cn 10 -:cr-e •"llO serm:e 

Services to P.trtlllons 

i "'e Co.-.:n,,, ore•~ ooe·a: C"'a t1"a":,r,Q ar-.. e1 "';i ,1-,c: Ma,,a:;ieme'1t su~i, to oarrn•cr>s. Nf' .;.n 
PIO', ~es '"'e :,a•ti:1crs ,., ,' "'I • .,~ a: ·, 10 cce·a:e a~,c --a.,a;e m• · c..isiness'!s ar,a attract arJ na,n1a1n 
er.c 1.1sP·r. S<1t ... s..i::;:,c~ ,re .. -:es 'ra-,e.al reso:.. ·:-es IC"" IC"IC c s:al'ICe ra•es co'·ec'.•On se",sces. 
:,1::.::-'?C· ,e : .. ~·:,r--e· rs: s ,r:::: a -.ana;!;'-ien: ,,,rcr-a: C'l s,s:.:m ces ; .,e.: a"C de ,~ic::i~ cy :rie 
Cor-::,,~, e•c.'us ,elf tcr iJSC ':I/ :--e Com;:ary ar-a 1s ::, a--: :1ons Bi..s,ne$!: t.Qna,;~t"'lent s,s:em·• r 
3,.,s .... ,. Cor·oar,, ""e·: s"a '" • ::i ',"a"c,r J J'> ,., ., JS •,n,1ri::·rr; 10 11s e, s· "\f :,a"".,:,cos anc: e,oec·s 
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a 1es~· of ire ie·e:or-r-.,."ca:cr:s i:. c: MSOCs .. a.e :ec.Jr-e pc•ential ClJSIO!'"'\e·s rcr me 
C:: - ~1",s icr: c.s:a"ce se~. ces :a" c .. arl) ::ieca~se OBtl will a ON me Cor-ca.,1 :o ot'e· 
S,: r, :es :;astx! on ' 'le n ~'l a ... ai :, AT& i •e ~::imr-,..r,cat~r-s "e•·,vo1 • a: cr,ces :c-ce· · .e "tn 01 
t.e c ... .,,n.,; T& T-casec Cf"!i c s:a"Ce ;:re , ce·s 

E-oras : e OuaM1 anc Func:,orah:) or A r& T f.tanutac: .. ,~ 5,,. ,tcnes, anc ;. T& r.f'•owcec 
Trarsmssion FaoM1es arc 8,U;11g rr.e Ccf"'loan, ... ,.1 cor:in .. e 10 o .. er c: .s al"cl serv,ces o., 
c e:1 s r-,ra· to 11,ose lt'a: l ti.ls o" erea as a s•,.. ,c.niess rese"e, 01 ~TAT se es OBN 1s c,e,r~ 
:i. i i.:5,rg A &T-marulac:urec 5.,. 1c:ies m coriuncicn .,., \'l tease<: .:. -a. T trars..,,ss.cn •ac,J tes 
Tre SESS-2000 SN'!Cl'l 1s 1:,e rr.Qst 1e1.a::i1e s,..:,~ ,r me :e e-:cmmi.f"oCJ' O!"'S ,nc .. s:r1 In acc.t,on 
:c c"e• r9 ser,. ces 1oS,'IG AT&T as me uncer•, :~ laoves-oasec came1 1~e Ccrroa,y vd l 
c:f" :.ri..e 10 use me 0.111n; se".ces ct A UT and ACUS 

lrr-;;,c.e P·crs,oor-g of Eric User ...:ccourtS CBt-l ... 11 a' tr'e ~I")' esta.OIM! ser;,ce a,rec-.. y 
1c• :;r a~ ,a:e enc i.ser ao::: 1..r:s T'\e Ccr,pa~y 'MIi CtO'.-.CI? new ena U1er accour: ca:a c.redy !O tre 
LfC, wn.cri vd l en eiar;e l11e ena 1..ser ac.count to :ne serv,ce pro-.w:ea Oy ine Co~pany Cl' Its 
~ar. .:.Of\ This ,s e,oectea ·o ll"IClease tne tii-ie .ness ana tne acceptarce ra!e ot tne esla!)l,snment cl 
ser;,ce. or 0,0'11s-oo,nc;. a 'NtB ai, lists ot ena users to C>e maintained conflclennalty 

E.,;a .. :a:,,e Ne:... w:. .. c~ ro ~ New Proc.Jc-.s ,ltld Sef'lllCeS The :.. T3 T SESS-2000 
s ... -c.'leS c.1,., :,e ei::anceic 10 1r,,c:ease cat:at:ty and C.3fl at t.'le same 11rr.e accommoca1e local, IOl"ig 
:s·arc.e. p,,,a:e 1~.,e a~ .. .re1ess sef"VICes rius, :ne Company's AT,!,T-{'"1.ilfiu'ac .. ,ea s" :C."Tcs a:~ 
,e ir-p,ement.11.cn ot OBN ...-,n er.anle the Company :o p,OVIC!e riew p,ocuc'.s and sernces De)onc 

:ncse o.: ·enely ooss.ble as a s-N!c:-less ,ese 'er A Ire"/ atlOffCa~ ol oeN ~e me at>d!l)' to crov!de 
te econnuncaoo'"s ser11CeS 10 tenants cl c~ co ara mu1t1-fanl1 reSIOef"lnal buikfno C!>mPleAeS as a 
c,::i 0eN .,..tll allow me Comoany to seek tne nont from a o~ owner, ce-.e1ocer 01 mon:;aoor ·o 
:ir::i e a va·,ety ct ie!ecomnunica ns S"l",ICes 10 u,e 1enams 01 a par:JCUlar bu!Ml.ng 01 ;-omp.e , 
:.ir,ui;n L'"le use ol a rerro:e 5,...rc~,no me-cu e placed in e owlG~'"'O, o, in dOse cronrruty, v.-ncn 1s 

~~nec:ec 10 OBt: In erect. u-ie :,ude,ng or 0t..a1Cnc; com;iie, ·...-111 have rts own sw.tei. L:On"JOr.ea ey tne 
Cc~n, aro conneeec to oaii. w n w H er.a~ me Company to ollet Ce:itreJ-type seruces 
1oesc:nciea oelow). as ·...-ell as ~ cs:ance s1?Mees ana :o Oi:I eno use-s •o, aP ser.-w::es OtC\ltdeO on 
a cor.sohca:ed c.asis OBU a!So ·N"a per:n,t ine Company to o .. e, local :elec:)IM'IUncat:ons ser.,-ces, in 

aoc.tJOn 10 tt1ese p,o ec 1.,noe, CT? ar1anc;e!Tlitnts, in maf\'ets In tne Com:.1ry nas a swttc"I .. 
See -- One Bette, Net -

i ne Conpany a1so rn:ercs 10 cont,m.e 10 e, ;)t(ire s:rategc a a"Ces .,., :r oar.,: ciu a·c 
noriacu ~es-oase-c ana otner orcvcers ol ICr-g c:,s:a e ser11Ces 

Recent Oevelopmen~ 

The Come.an, nas recertty readied an a!;1eemeM In ptlt'lClPe NI' .. ., e FiJJS: Gr0t.p Inc 1 ,e F ... "St 
Grol.c/, a na:10n-... .ce provioe, cl long os:ance seN1Ces. ancJ on Ma:c.'1 1..:. 1 oe;an o,ov,i::,r~ ser.-ces 

The F,s: Grouo ttvcu;n 1/"le Ccrroa,'ly'S AT&T ccm,a~ tanl'ls The Fi.:rs: Group·s re sales e:s.c~ 
SIOO n in 1995. The Contany. UVOIJl;in tts AT&T comrac: iaril'ls, is~ !he ,-,.a,cmy 01 T'1e F .. rs: 
GrOl.ltl's ei,esent IO~ os:a.nce r~i..rer.ien:s. v. nlCJ"\ !he Con-.pany eswnates coutd resu.i in aoc.:cna.l sa:es 
to tne Coricany rancino trom S2 mr.ion to S.:. fflllllon :;er mortn ,1 these !evt:S ol ttalf,c are :,-.a.r:a.nec 
.£.O::,•.orV1 :, .. e Cor,pany recerty commencec re tad :e'er,a.'ke!lng e"for-.s t>a5ed 1n c:ea,...,a:er. Renea. e 
Comca-, ~a~ M <!O 3!:0'o, ~.a:e 'f 90 e:'"\'.llo-,ees, iO .n Oree sa'es ana 20 in r-.a.nagencr 1 artd 'i.xor :o 
or e, ::te ser,ces ct tne ~ary. N!'llCf\ oe iarge:eo a: SM3.1 :o m«:.um-stleo :>us,nesses 

►~'"/lei , ltle Ccrn;:iany nas 1ece,vea trc GMAC Cornmert,al t,.t,mgaQe (·Gt.11o c·1 a tener cl 1n:er1 
crv;:.cati. GIM C"s in:eres: 1n :>..ikl1no a su-a:eg,c re1a:.or.sn.p ....-111 :tie Company. GMAC se ec!ed tne 
Co~a-iy case<: on ~s prcpesaJ 10 crc,,.ce CTP seNices 10 1enants 01 ce~ain mul11-!am.ty res,aent,al 
ou,lc ~i;s ... r,0!;.e :i "'nc•!. ilre GM--~C nor:gage cus1ome1s The Ccmoa.,y ana GMrC o.rn-er-tly are 
~o•-aLr C me terms ol a ce'n.rr,e ai;•ee'Tient tnat cor,templ.i.tes tre Ccmpan1 uncer..1K.ri; ates: 
o,og,a,- . a •rou(;~ tne·e 1s l"O assura'l(e as 10 ...rien or ii a ce~r,r ,·e agreement " !I te •eac~ec 



Sales and Ma rketing 

T-ie ':-Gr-pJ"f :;-,r-.ar.11 r-a•' .. ~•s its ser",l(;es :o sr-3 J"I~ -;e<:,um-s, .:'.e= ::~s.ness en::i 1..se•s e . 
i;eMra f oi..s,nesses N t:i 'eNe· t"an 2!Xl en;:,o,ees. :.,,cu:grou1 me Ur.,•~ States 1ruoug-i caru1or-s 
Pa-- :.t:r-s se. arn:i ma~ e: :ne Co..,;ia1, s p,OC:u~s. a le Nin~ me Comcan) :c r- n1ni.::e 1s nar:. e: rg and 
eno i..se1 O•e·"leao ?a~,11ons c .. e. er"C i..sers a ,a·,e1,- cl se"VICes ono rate,; .:.s ,:.::,r-:;a~a1 or. lo, :r,e,r 
seMces ca~ 1,ors :;ie.,era'l f ·e::e .e :"le c .. e,e--ce :ier ... een !"le a""'loum rece .ec :l'f me Comoany iron 
enc i..sers aric tne a..,oun1 c.'lai ; ec oy me Coripany 10 me pan.11on to, orovicM9 sucn serv1Ces Tne 
Cor-t:lJ.r,. nas c1ni·ac:ec.., in a:i;i·c•1ma1ely 65 sucn c:in:>anies tor slJCI\ service 

t. s,..:.s:a--l! "'--oer c! ~~e ::a~ :oos ria..,e e, ec.::eo oar-.. ~n a~eemen:s W't,'\ me ~.,Y P..rsuant 
to •,.;"<,."' ::-e Co~ry a-;·ees :o o•:i.-ce seruc:es U1 11tzir~ tile AT&T ne:wc)(l,t seMce ana enc user ng 
se:"'llCeS a· a(;ieeo u:ion ::inces or c SCOl.n:S The Comcary 1eauues tna! t."te pa11:ions adhere 10 Certalfl 
Cof"\::an1 es~.ec 91,,lCSe: ines ~., r-.a 'l(e:.rig me CorTcany's set\,ces ana e-.,.l'Tl;fy wim teaeral ana s:a1e 
regi.:!atiors These ,eq, ... 11eme"ltS .nc:uce ce--.ain 1e:iresentat10'\S ':1'f eacri orgar....:aion trial rt is ac::.ng as an 
inoe ~ er:: ccmrac:or w,L'\ r~a·.: :o :ne saie ot trie Company's ser11Ces, and 'lOt as a JO ,eniure p.31111er. 
agent or enp1oyee ot tne Cornea,-;. a!cng ·....-in p,o-11s1cns :or me p,ccer comore:1Jt1 o: fOITTT$ anc otr.er sales 
procec:.Jtes In aoa.:.cn. mos: 01 ~.,e c:a;rnents r".ace 0y '.'te enc users are ~ c.recty into a -oo, 
con:•:>~ :i-, •~,e Com:an; ,~e ev-::J.", s ::, .. · ~'l a:;·--e.,:s i,1l•~ n.'"' •:· .... ~,ears or •o, lt'e term 
cl .e auJ<.a:Jle tariffs. Nl'IIC"le .er s less The oar:i:.crs 'June1a1•, make .,o rin.num use or reJe.,ue 
co. :-.rr-.e'l'.s to the ~ar, i."ce· u•ese ag·eer-,e'lts 

.:. s a ,es .. ! 0 1 ce::·c, r-:; cs: . ... e ::;.;.-:a,, ... -11 :,.e ·<?c¥ re::: :o reeuce :s eMC'l.as,s on 1rre use 01 
:"e ;. • & i ► e• ... :r~ 1n 1:s -ia·~ e· "; i'"le C;;l"'loan1 e~:>e::~ t"a! cer:a 'I. 01 :s c1.rrent par:1t1ons anc ena 
use1s na, :ea e er recuce c ... rc'las.'l;; se~.1ces tror-, u·e C.::-npa-,y alter 1 ce,tcys O3N 

.. e ':J'"'C<l'lf s 1r- :"'¾ :irocess :;• ::e1e-..~ r,c ·rie c.. .. .a"']e\ mat ... n neec ·o :ie r-Jce :o a.~e"IC e•.s~ 
oa-- ' ,o:"" a;;·~.-;e--1s n o-::e· ·o :;e .... • ·'le Ccncal'y 1o P,".-Ce servl(:e~ .:s.ng 05/J The Cor,par-y ceue..,es 
tr'la! :~ C ~'!IS 11 be a!) e t, C" e1 Dol '"u:ions ar .0 end u~e•s usui, O 8N, ' e:ier 'NllM .rte IU"CIO('.,l!,t'1 
arw:, c...1 :1 :;l OBN ooerat.l'I!; If' wn,¥ •. r0n ... 1:."I.:. T& -o,:; , •ceo t·arisnsSIQtl •a:i :..-s anc t'"le a:e..fac-1 01 

'lr't'J s-"f, .:es f'!,ec 1r,,,.;. ·3 • a .:.cus ..., I er-a:i e I·, ar:.·ac-: :..ire.rt a~.:: \.'vie C,J" • o~.s :o OBN 
'"' ean ~ no assura-.ce ~ .. ;,1 e, s· "9 :>al" · crs ,, 't a-;1,;i!! :c amenc l'leit a;•~f"1e"!S .., t" t.'le Coc-0a"t 

Ho ... e,er, ··e CorT'pari1 WJ:t ::.::r: n.e ts PC11C'f cl ac .ancn,g fuP"ICs to mes: ~ --• ,ors 10 si.::ioon trier 
r-.¥• !?'. e-or".s H,.s: ::i, 1,. t:J..". :.C"S ot :_-,e COMOa .. , na,e ::onw,:."".! to :,_s.~~s ._,.,-ee· •-.e,r par ·10,. 
a;re"C!---e"'s '0:.0N'n'.J :."..1-;es ., ' 'le C<l'"'ca",'S se-, ce : .,e-- ~~s 

~-e C:.-:i.ar ~ ,r:e.,cs ,, c:i ►: ";..!! t::i prCr"C~e ,r,c •easea r-i.a-1cet1r'I!; ac: . !.es ot cer:a.n o• ,:s 
;ia '" • ::rs '"•Ou'J, a:: .arces ::::; 1·e·.:i ~~ o, asse:s 01 s ... ::"I paru.ons. 1-, re:v., •er J'C\ .C rig si..::n 
-.a~ ':!·-; a: ,a-::es . . .,e C::-:a-, see• s o:ig-:e·.., i?"iJ.,';!!-ertts ... . :'\ s ... .: .. tJ .. : o .. s 

;. ' "-.i ... -;., '"e Co-:a- 1 .., c:-· ,. .:e ·:: v;e :;a~ ·.c~s ic "'la'~e: services ~.e· osr: t"'e Ccr-par-) 
a s::i:; a"S ·: ::.!:';•ri ma•~,-: r-; :s •e ;:r.,:or"'-J.,•Ca' .c ... ss?~,,::':s c 1~•1 toe~,: 4~e·s T" ·:iu:;" :s ,:,1ec1 
'T'.a·• .. • .. ; e .. ::; .. s_ t.,e Cc-::a-1 e ,::.-::·s :o .nc·ease :s :;1:;11 r-a1;ns c. :.:i • "ii ac.a"':a;e o' :"e 
c1- e1e"lCe t1:· ... eefl t"'e ·ec .. ::e:: :::s·s c' :;rc • .c ,.g s,,-. :.es o·.e1 09'1 arc ·"e ra•es c"t.1·1Jec :c e.,c 
-sers --e C0-.r;arr1 :s ::ea; r:r r:; :s :: ' ;?C: r.-:a·•e:.r~ ..,. 1n a te emar•e'."'; ocera, on ::asec: ,n 
Ctea,-..,a:e· F,o,ica tt r.as n, ·ec a:::·':!• nazeiy er-:;+o,i;i!!s 70 •r- c 1ect sa.es .inc 211 ,ri ~.,a~eMe"I 
a-<: s .. ;::x;~ C ·ec: ~a· •e· ri; e"'::--s .., ! •:;c~s en r:;c,.f'ld a..,: oul!Xl .. na se-. ces 10 s~.a. a 
mec ----. :-!'j Cw!. r-e-.ses ;ea·e-: .. '"e s~a•o;1s l"a· .., C" se..,ec :>~ me OB' l s ... :::i, r- Jat-'sor J e. 
Fer Cl T"e Ja::~~cnJ ':e s .., ·:: .. :. e•~::e:: :o ce :~e '.rst aa:>t 5,.., :en :o c::-t! r:o ser-.~ce 

~ rvlces 10 Par!ltJons 

T· e C::: -:;a ... , .. c·s ~=!:"·•r c";i · ·,re.·~ rra· • e· r; J"': ---:;-a~eMer-1 s .. :;o,:,r :o 1,3~.:•ors .. .., •,en 
Pt?1+Ces ·-e -;;,vt •ions h ... ··e a!l · 1 io ooe·a:e a,c rrana;e t.,e,r c .. s.ness"s J"'C anrac: aria ma·r·a n 
ef'K: J'il:'S t.JC· s .. :i ~-- :-ci..:::es 'ra"C.si res~w";-:s . .., icr.; 0S'.Jl"Ce •a·es. c:.,.e~,on 'ie~.-::es 
:;•::s;.~· ,e .4:.::i..-er s~s a":: a -a .. .a ;-:-ef'lt .~1~•-y .• s,~•e ... -::es, .. !:''.: a":: ::e .e,.;;:e: ::,- ··e 
Co,..;:a~. e, ~s ,e, •: · .. ~e -;;,. •-a c~-::a-: a·: :~. :a--: .. .,:; Bi.s,ncss ·.•1- 1:;e'"",l'"' S,s:e- e r 
31.IS • .. ;i ".::r-::1", : Ne·s s'J.'" .;: ' "J"::.·; .i:; hi!' JS· J".:,r-; :, •s eA s· ~, :;3-- · en-. a"c: e,:;e, ·s 



END 

OF 

RETAKE 



:o r~•ease s .. : .. ' "a"~"'; n t"'.e · .. ul:! --.. Cc,...-:;ar-,·,; 3 .. s.nes~ ', ~a~ -e-,1 S)'.i'!:T'"l ;:·,;;•,t:es a I r o: 
::e!".,, e@" , .. ,. Col':":",ilr .• s or:era: er, -; cer'"' arc "a::'l ::a,. · r:n .. re ,ng 1r!cr-ra· ~n ·e ,a:.q; to:;, in~. 

c:: .e:· ::"' :;1-: . ::. '" r ; re·,.c·• .. sa;e a-:: ~·-e· e"C .. 'o~· rlc·r"a• on T-~ c.:::.-:;a"J a sc co-o, e::. 

Se--, :i? ,.;.- a o-~ c s:a:--ce "'t!"'" t "' s a-· . a·ec :i. , a :;•xe!'.s . .1 ec o, :. . !'. ::r "O Cr a C.1 1 oas.s 
:~·:v;"' ·-e e .. s ... eo;s ·.tra,;er-e-· s,s·e- :;r:: , ce-c :-, 1..,e c• -::ar, :re Ccr-::a..,, s r:ar1,0t1s 
:·ars-: •~ .. ·e::: enc .. se· ml:r-a:cr ::, '"'e Cor-"ca-, C·::eis !c• /. ... 4T ne:-.. ori.. ser~ces 1esc·:: Ot ::•e 
C: ,.,..::ar, as as,- :c":ess ·ese .er a·e •: ·-.a:-ec :, :r-e Cc-::ar, .r: '"'e mar-re, re<:1.-1ea ov;. & T anc 
t·a-s- " !-: : : ;.T&i's .r•:;r- .,r cr -.1.,a;,. ... e.,: s,s·e- .. re·" :.· .s r orccesses :r,e n!cr"'l31or: anc 
se--cs s;a· .. s .. cc.:l'cs Or' orce ·s 1c ' ':e Co-ca-, ... - : .. - h,f". •e::ons s.,c'l si.rus 10 1r-e oa-: 11crs 
O•:: ·s ':• cs:: ser, .ces ... u :;: .. ::•:~eSS,?>: a--i:: co,. .. c ea ::, t"te C.:::r-oanv e, con:·~ ., : :,e 
::•c, ::.~ ,. --; ::•ze-:;s ... :., csr i t";> C-:,..,::a- , Cii! ••,es 1 ... ce a:: e to ,nc·ease ac: e:it.1r.ce ·a:es cl 
r,e ..., e"C .;~-!fS a-:: · ~e ::--e z.r-,. ·ec ... r~ 10 .n · a·a 'i8", ·ce :i,~~·aeo tr1:;1,i;;n trie Concan) 

-..e c.:..,-~.,, :;,cr-c:es ,rcus.ec Ma.""'i!W-~ ac-.. 41.es Cf ce,..aJl of its car .. :.ons ana a:-.racts ne-,, 

::a" .!,Cf'\S ~"'Ol.li"I ac,ances anc: ment:s :ll 1r-cease u,e e,:e"1 ct its .. se 01 5'.G" ac.arces Suen acvances 
a:e ...-.a::e r- r-o;~ IT'M"tSS...C,ec :o L"e s..ccessc•,.._,l'.,. e:."; e"~SO) tnea!lPIIQ:llecarttion ,:,.sa e.:J oor 
:;:; S..C" a.:.a-..:>?s '':e Ccr-c.1:"t ;e-e·a , rec-.res a ::al" :c.n :o ~·ce to u-... :e L"e CC-z.l'", s 8...s-ress 
t. -a,.:--e"' S1s:er-. io ac::.ec· ··e C:.-::a", s :. l"9 ~"1,ces anCJ -CC• ::fxec...tes cu·s..am 1r: ... n.c. .. 
saes ;,e'""e•a.:e--:'J'(aca .. :onare~t: ::•ec-J, :::·•e Ccnp.a:-,fs -tlC • ilCaAlr:a'lC:o~rart tt"e Cc~ 
a se,;_ .... , -•e·eo;• n s.,c."'I saes Ir: ·e: .. ri •er pre . ::.r. s..c.., r-.a"'e!. ac-.a".ees . the COl""CaJ') seei..s 
:r-r,-·'.!--, .l"J"1)~'?1"t:. ·Mm s...c~ ::a--1,crs n-e Ccr-ican, ce:l'e,es L".al s .. c. ICnQ-te'"M ar~e:-:,erts 
:i4! ...... • -► ~ C:;r ,an,- aric: ris ::a"-t.crs as so ar·~e-.. ~s tos:er .noeases n trie ec,-,--.,anys enc vser 
::ase res .. ~ '""J "' roeases 1n r-,nl.' i:s :;l ~3".c 

lnlormallon ana B1111ng Services 

T"e Cc"'Ca!"t u· :es :re~ -1 ser-.,:es 01 ;. -4 T a"-: l-CUS a ,- ".cf', ~"'"ec s:t~e!;.C cus..-ess J' • 

v• ~-1r .:..s a ·est.i. :re Cor-Oilf'l,·s ef'(l t.ser-. r-..a,e l"e atll i ·o 00tair' e-e ~ne,... cl ·e •/ anc 
a:::..1r, a!.ZGa:ea NI!!'!;.. T& . . .n; Oe-..1 ec :a.1 ri.ir-.a·,c,r- on i:-e ..sa;e :.• eacn ere vser •or trie usa;e 
:a "',c; ~ ~ Cf'""...Ct.-c:ec: :,, ;. i & i r '"e Q.se ::i · s,- ·Ut es.s •es.a e =:•..:s.r"ess a.-.: !lJt oe:. :ll.s.res.s. oe 
::,,x...cec':if::·e Cor-.:;a-, 'rcr-- '"eoe·:s ... te"~s 11" oo:n cases ;. i&~ l!'len.;r:xes.sfr.. e ll"IICr-.a:Jef'. anc 
:;,:-.1-ces ;. ~ iriorr-.at;cn :c :."e Ccr;:a ... , H.s:oro.,., .:. ; & a,.,, ACUS ~a,e ~ trie ere .JSerS 

·s.,a-1 ::; a:...s:c.moJ:.r-.g tor-.a:~a· :,g 1-e r~ c' ;..·,1 .. o,;. ·1· . '\,l;~ Ser-.-ce a.--.:: ~r-,e, :tie 
Ccr-::;a:-, :;1 '"'e a.~ ~r:,:.c., ,r u~e col! ,e.1°"!, ;.. & r r.as a.'V101.:f"CeC IS ,e,"'C'ffl .ne 
-.a-e-:.•:. ·3,ra. •.tv.a;erSe-, ,ce"'::-:,~r,eac.r..-; 01• .. e .s a. :e:er.01:t'lt!:::r,;.so,Ollor.ser.s 
r-~, s:.~ :-e ar.-e :o ,e•er 10 the "a(; :r.at:: ,r-g ser.rc.es are ~ir:ec t?y an ;..14 ; un.1. 

E'.'S s ::.rovceo to eaU" ::.a-t.•c- s •.1s ·es.ces at "'•e ::,3n,:.cr:s lcca: c-s al'ld ~nun.ca:es ... :r 
:."e •,e....,~"' ·.-tara;e~r-1 S)s·e-:i " '.\\$- ·oca:ec a: l!'e C:.npa.,,-i reacc .. a--er, ,•.ts a,•.cws:: rec 
ne--ace ,. ·~ :.,e LECs ara U"e Ccrr::a'l/ ·s netwo1" to :;e,.cr-, 't.ric-..on.s r.,s:ooc:aJ nanc: e,c C-i :.. ·a, 
l "'es• c::-0ve .. :ee ,,. .. ai,a~e-e!"' s,s:e-.s coii:•ol crt:e• o·ocess.n9. acco1. l":s rece .aoe t, r~ anc 
s:a·i.s 11""fc,-a:..cr .1" a s:·ean:,:--ea •a.sr-,on :,e~ .... e,er, 1.,e C!:!,..p.ary a. :s par.,:.cns Fu:'".,-err-,0re . .., ,.,e,.. 
a:,c. C.l:: e '"'e s,s·er-.s r·er-ace N :" ·r-e .,,_ T3 T P•c...,s.nr.n; S1sfer, anc: :.c.:us •: r crcer ::rocess '"l, 
a-.a :i.-1.r,; se ... .ce~ ·es;i~ .et E·'"a"'ce...-e--:s a·c ac.:i t.ona •ea:ures a·e :;,c. ;c:ea as "'t!Kt!C 

£ ec-•:1"<: ::.·xess I"', a---c •ea: .. ,e a:: .a· 0" a·e !!es,:;"ec '.Ona.nu n :re Cor-::a .. ('i i;;:::a o• '"'"' - : I'"~ 

c1e•"'eac 

•.,e C:,..,c:a-, s rie•"a ', ce.ec::"i; ts, ,. .. r-1 ,-· n'or-.a:.cn s,s·el"':S C"".1:;1.,n L"'e 1.se c· 
c:1,en~sr,t· :~"l'lt'1oc;1 TneCem::3!"f ras cvc"asee s,rr-metrcal mt.lt~rece,sirw r sr.lP-) .. a·-::'Na·e 
.n ::r-11.. ,ori " !!'IS l Oata:,ase s .. ~'Na,e •ron tn•o•-,• Coroorat.or wr-e., c::,era:onal 1r. 1a:e :9!,t, 
:r.s s,s:e ... ,s e, ::.eeec :, ,a.~ :t e :a::ac ty :o c:r::cess t"'e Ccrr;ia"'(S Ct,r•!f" ' ,Oi,.l'"'e cl kt''':r"1a:.CI"' 
se".nces 3•:: 10 ecceeci :rte Cer-;:ari, s neees •c, :rie !creseeacje t.,t.,re The Ccn;ian, :ie1,e,es tr:a: 1s 
im;;ro,~ s1s:e'"ls ,,...1 :ie ar assf;it :o r1s ocs ness cro'>'t!'\ suai~t t>ee.i .. se • t ... u oMar<e tr11 
Cor-,::.a- , s a:; , • 110 1,1 cent•~• a-.c e, :ie<::,te t."'e P'O-Jt~r:•ng ct e use·s , crcv-.::e Y.lef" s:..ca:eo 
r!"f:•-a· -c- 'JY,,,tt': :o :"e rec_ '"r-'e-·s Cl •s :::ar • c:rs '.;r..r-e• r-:·easi, ... ,. ac:-•a-, a"IC s::ee:- e• 



e"'IC .. ser : ·,rJ. f11J al10 N tf'lf! par,.1.ons 10 res;xmo o,o.,::::Jy I::) enc user neecs. 1111 tr:e;1a:e aCQu11ec:: 
e.,c .JSe1 cases. ('11) la:drta:e e11c user re1en r 0/ e'lt1tyr"Q e US'!'S "" '\Cl c .. ance L'le1r u-.age 
carems a--c "'' su:mer. ooe•a:,ons ana co1 ec1,cn ettcl"'..!. 

~.,e .r •orma110n l1."l~1cns ol t"e s,s:en are ces~n~ 10 :,,o .... e eas, access 10 all 1n!crmation 
aOOwt an e-.c: user. mc.uc, '-CliJme ano pa:;ems ot 1..se. ·"n,cn win rtelp pa~it,ons w::eni1ly valu&-aadeo 
se.".,ces ·ria1 ,...,r;ru be ,. en su:ec •or ma: enc use• Sue~ ntonnato., 1s also e,~eo to be 1.1sec oy tne 
Cc.or-:::ar, 10 iaenbTy eme•i; "!i e~.a user t1encs anc 1es00nc w11n ser. ,ces :o rrti!et its era users· 
t"'.1.,:; n; "eecs 11 S"'IOt,; IC also anew ~1t1ons 10 ic:ent :, unusual or C!ecfin, t.;Se 0y an 11'Wl1111Cual eni, 
.. !.e' ,. "! C." /-!tQJent!y 1Mica•es tnat an enCI user is s·N1lc:t1n;, rts service :o a com:iez.to, 

One Better ttet 

In 01::e• 10 rocuce 11s ce:ienc:ence on me Al &T contra~ :ar1tls ar'ICI to increase 1ts growm 
oo:~r: .. n.tes tne Cor-ioany nas ,n ,cs1eo 1n OBN. :ne Company's own netwoM-:. wl'IJC."l .... ,u utih.:e 
:. TE.· -r,a~ .. •a:~reCI s,.,icnes ONreu oy :"Te Co191pany 1'1 con1unc11on w 1t"I AT & T-pro>11Ceo Imes anc 
c g,:al cress-connect e~u :ime'tl 1nere ,n relorred 10 as -1ransmi5S1on lac.1111e5w) anl:l AT& T-ptOVICle<J 
~; ,., ; s,-s·e~.s tha! • e Compa"ly -... 10 use our:.uani 10 ag,eemen1s witn AT & T ,1 ACUS The Company 
"as ::iv::--asec f1.e t. T&T 5ESS·2000 sw.1cnes. the f"IOSl reliaO:e swiicries 1n me :e1ecommunic:at1ons 
,~._s:-, •,-e Co~.l"f N••I :e C"e 01 !"le firs! ms:ar.a:.:m s1:es lo, ,.:.TA. Ts SESS-2000 SN1tcrt1ng 
ect.. ,,..,e.,: .. ·.I 1. 1nQ t,"le "f!N O.; :a r:etNOr" Un t - SOr lET tecnnology, a newly oevelopec swrtC/'\Jn; 
,r•e--ace -:e:;~r,ee1 i:i ·.:.-ease lhe 1eha:>.i,:y 01 me SESS-2000 ai'ICl 10 p,o .... ce mucn 01ea1e, caoao:y 1n 
as :;"1 1 ::a~"', s-a•ier •oc·:i•.r: 'te s ... 1c"Tes also use -,e.,.,, AT&T 5E10 so-:ware. Wh1oe me SESS.2000 
s.,, .... es -a.e operate:: sw:cess'... ,. tne 01g,ta1 Ne~wo·'- no Un.1-SONET ano me SEIO sor.-,.are ct'er 
-e,. • .. o;-"'c '>j cs ·'la' -a,e "IC: :,ee"l use1 e,•ens1·,e!y 3'10 :neie can 0e nc ass .. •ance :r-a: the swi:.;:r:es 
,. :,, .. . ::e ~o c sta'lce !>er-. ces Mt/'\1n me scnee1u1ec 1,me 1,ame 

OS-' , tcns,s',"Q: ct tnese f .e s1•a:ei:,1cali t ceo101eo s· ... ,tc."'es o;,e·a: no ,n c:i~;u .ion wi: 
;.-3. • p•.:: , ce,: :·ans- ss c11 ·a:.'·1 es. w ,, allc,.. :ne Co~pany 10 o~e, lcn; c s:ance ser.-1ces c.,ecu, 10 
1!s e'I-: i..se·s anc oart.ticns tnr:iu~nou1 tne cor" -enta Ur:r!ed States at ra:es \".a: ..,,. ,u :>e corro,e:.:ive w\!'\ 

er ~'?fCw ·ricse ot'ereo o, me ,.,a;or t:mi; c.s~nce pro, ce,s OBN aJso . .,,. 'I aiic ... ·ne Ccmcany 10 ccni,01 
orc,-s,cn.ng 01 end user a::o~"IS Tne Compa."1/ eM:,ects tne ~ve S'#oi lll:!"eS - 1n Jaclrscn .. ne Ne ... 
for-;. C"t.ca;o. Da~as ane1 Sa, F•,1nc,sco - 10 be ooera1·0nal ,n tne uuc c1.a11e1 ot 1996 

Tne Co-npan'{s c1men1 ton:rac: car,tts u"'IQer w h,c.'111 rese,.s A & T ser.,ces 1ec~,re 111e Conpary 
:o ::a, 0~1: a11-,nc.1t.1s, ,e Mb1.nc ec:" c .. .:m;e :o .1. T & T 101 :ne oe1, . e-y of services. 1nc1uc1no s,. tc"l1ng a 
tia"sm,ss,cn se!'Vltes a me ::a,l""'enl o• LEC access •ees A!. a ,esu!t o• tne oeOIOymeni cl 0 511. tne 
Cc"'!Pant 1o 11 pat "u"t:unc,ec .. cna·ges cons1s:1ng 01 ::. .. arges oai<J c11ec:ly 10 IJ'le LECs tc • access 
i:nau;;es al'I:, uncer AT&T c::i--t·ac: tarit:s. charges oatd 10 AT&T tor use cl 1:s ne:...,.ol'K .rarsr.·ss,on 
lac' :.es l"le Ccmoan) .,,.111 ca, ;. T&T ·0und'ea .. cnarges tor use ot 11s m:ema:,onal tac11 Les 10 nanc1e 
!M ,n:e•1a·.::nar pon,on of a cad on OB~l Tne 101aJ ccs: oer caU 10 tne Co pant !or U'1.e LEC access 
lees ine C'lar;es tor i..se cl;. i& rs t:ans!"lrssion tac, t es a'lC! t'le cvertea:: ccs: 'or eaus 1.s ng 06 is 

e, :iecteo 10 te less tna"l tne '!lu"I<: e1~ cnarQe c1.1re11•, oa·tl uncer AT& T comract tariffs LEC access 
lees ,e:,,11sen: a suos1ant at t:t:ft.'J" cf :no :01a1 c::s: ct pro omg 1ono cis:ance services As a resM,1 c! 
t~e ieec.),...mu-i.~:.ons Ac. it is ,;;ene1al'y e, :;ec:eo :na1 tne eniry o, er :ine 01 ccmpe:..1crs ,r,:o LEC 
,...ar1-'!'S,. result in 1c ... e1 ~ Ol ac.ces,; roes. cut :nere s no ass .. rance 1r-a1 :."!,!> .,, .,! oc::.ir Tc :."le es:!nt 
1: :::.es cc: ~· Ille Company, :1 .. s.n; OSN, .,. ti ·ece ,e !"'le oe1e',1 J ! an, , .. : .. re re(l~.ori .n LEC ac::ess 
'ees ,. .. ,,; .. 1 w!':lu'd nc: autcr atica I rece ,e unc:er ::.n:ra:t tar rs 

~ .. e ,;,y-.:,3r,,- r•e-c:s :c :.e;; T"" -narl(e: ng out::>o .. nc oe,i se .. ,,ces t:i "'! "' ::a.1: ens a~.c e.,c users 
t1 ''!'.'.i ":" as eac'l ct t.."le s,.,,·:nes oec:::r-ies o:iera!,!:."a c .. m.,g 1595 T"'e Cc,.,oa.,y '"e"l e,;:iec:s ·o 
i:a.,s: en e, !'.t.ng ou1:;ounc sor,11 set'Vlce ca~1hor-. a enc ,mtts 10 OB!l o~e OGN ss !ully 
ocerat onaJ, tne Cor-ca.,, p.dlns 1:: ~ a!1'!:e: OBfl 800 'i"?r,.ces 10 n.e ,.,, cuS""""1e·s to; r.n, 1n 1996 ano 
tc ·,al"s :•er e, ,st.no B!Y.I su· . i;e c .. s10:-e1s IJ 08 ' • C.,in .. ~ :r-e ' rst l'la • .;• 1!}9; 

In iS%. tr-e Com:ian, "' I c:::-,:.nue :o ol"er pr ·,a·e "e s•",•ce :nrc. .. ; .. CO" '" D.w! •3• " ~ ,\ •r,;. •,1 T" 

;.•"' c.u-;-i :-,e Com::iar-1 .,,-11 cert~ .. , to pro,,ce sr..,;!'1. p,1 .a:e 1,ne se...,.ce ·:ro.1r;., :. r ~r ,n 1997 \"Id 
C -::1 .. , J so ,. ,11 ::e; r to ,; " er:,• ,a:e rne !: .. ..,,ice .JS r--:; 09 ' 110 ne.,.. a"C e, ~· "IJ : ... s•0 :-e•s 



.. ,r-; O•S'i"CP Ca'ls 0,,1er oe·, 
;. :,:.;.a 1cn9 Cto'axe tee::"ortt ca 9e-e1a, CC"s.s:s o• ... ,ee s~r-ei-1s - :;r;",l' CI'\. 1G 

::,s"a"ce •ra· s-,ss,cii a nc !er- ,~a•,cr- A COl"'\i!SI:: ,n1e •L.;;T;. ca c, g·na:es lror- an o" ce or ,es,cence 
a s ··a--s::-~r~. CJ r:-ears c• Iota :·a11sT~SS•C'l •ac : es arc s ... 1C1Urg eQi.;,pmer! :• a LEC. :o : .. e 
--e~ ... ::• • : · a •'.:.l'\9 c !.:a"\Ce ca·· er Ti-e CJ" ire" s ca" ec to a-- .:;t '1er L.J. T;. a1cn9 :--e k.n1, c s:ance 
.. , ..... :; .,, .., --e·e "•e •cri; c.s:a· .;.e ca ·· e· s s ... icres r:; ... :e •~· ca ·1101--1 LEC o,er .., "'IOse tac !, t es me CJ I 
s ·e·- ra'"'= Fe, eac"' 10m; e s:ar~e ca 0<:" 1 '"e er; na:, LEC anc:l t."te te1-n.ra: ."-Q LEC rece .e 
a:.::ess '<:PS '' '.:.!"'I " ' t: lac, 11es•::a.sec oni; c s:ar,ce ca,· er Tne IOni; o,stanc.e :,ro"' cer 01.o,lcs ttese lees 
... , :s ::s· s··~ ... re ,rc :,. s a"C ,c ec:s •· ::i ·--e t! "Cl .. ser ror ·--e ca" :. :enc; c,sianr.:e ca~ over oe•j 
.. =~ .. a-:: e:: as ces:· ::ec a:-0 ,e ,. '" a., e•; ra· .,~ a"IC ·er-,l"a· "'Q LEC 01.1 OBtl s .. tc--es . .., I re\.'! 
" 'e :.a a".:: ::.ei:a ... se ' "e ec~:::a",: s nc· c ... ., ·1a"s--ssior 'acr 11es trie ca l .., c-, rou:ec 'he· 
:. · 4 · '" a--s - ss,cr. •aci · es 

,. T 4 T ComH flc Lor,g 0 1s1.ance Can 
Car-~ .. ,.~ ,a5 ., 5 ,. t: " eu Pese er 

.:~ - • ~• I :.,.--.:,--c : "-11-;• •: • • 1• .. - ,c:•-.i:..CH 

... ~• • • , • , ... . . . ., • -.C"~"t-.u.,:,--•• ••t 

OBN Comu tlc Long Olst.ance C~II 
Cor-=d", ,U ~ 5 .. ..,.: .. · 0 .JSK .:.eH e• 

_ ,&., :r , • • ·u,. . ,. •·o .. - ..- ,:.s•, , .... .. , ,,: . ........ .. , ,. , , • u .. r-.._ ·, :1•, , ... ~_ .. 

'rt=- :=. - .r , ~\.-!.. ;:;: _ ___;r::--- c;z:,;,, 
~ " ' \I I). - ~ ~ ~ I) .. •✓ --

' D ~~ 

I 

-:.:,-....-.. :>t , t . Jl"C,.l'C.e' ;r.&;, ) •~ , 1'I .£~1 'a, ~n UC 10 A " i, ' IQ, .1H QI tJ '"¥I'-'"'"-- ' 

·, · , · xc • -•r, ·o Ja1C.-O .. co-1s ... "'n11>o'K1N r-, 



;. ·,,~ niern,r.ona1 IO"I~ C'.>:a,ce can ge"e•a\ly 1n , otves two IOng d1s.t.ance ca.rnors: 1 c.ame, 
ttans:x; .. ,rv; t'le call !rom lf!e cour:--, ol or,g1n ano a came, terminating tt,e call In the country ol 
1erm1.,a:,o" 11 tre transpe l"" ng ::arr e· ONnS iran ss.on lacit,:1es eonnectm9 tne c:ount/y ol oriQln lo tho 
taol1: es ,• :ne :o!.lrtr1 ,:i! ·e·-i,ra•-o.,, rt can vse mo~e lact1111es to lrans,,on the call er use capacity 
lease-c •·:-n a~:'le1 ca1· er 1~a: r-a5 transm,ss,on rac1h11es connecting the two countries. F01 
1n1e·"a" o~al 101'11,i <! s:aJ'\Ce 51, ,1cttec 5er.1ce cr•o ~a:,ng 1n !he US. a C'..rstomer c:ompsnsatas ihe 
U 5 -eas,.t! ca•1.e1 ..,, ., tne., c:'.r::ersa:e5 the lc•e,c., t;a•r,er !or lermmating the call throU'Jh a 
5e"!1e-:er• ::1xe!:!. ~!>eC O" t"le ces:,nat1cr a ,e.,r;ui ol 1ne ca11 ana ta!! volume. ~ 4 

,:...., rr ' el"'la" :; .. a!-~~ <!•S:a'"ce CJ.'! ever OBN w11! ir,01,e OBrJ as wen as two typ,c:aJ long dlstanc~ 
carr e·o; T'le C3 ! ... 111 c; • '.i "la·e a"I-C :::e r::11,.:ec oy an OS SN,lc:i or SMtcrtes 1n lhe same manner as 
aomes:c .cri-lj ci:ta".ce ca 5 ::: . '!1 OSrJ e~:e:i: :--a: tne Conoanfs switches .... 11 rOUle the ca ll to tne 
apo,::::i· a·e ;. & ~ ,n:e•"'a',or:a .erg :::.s:al'1Ce !ac·!ity. The 1n1erna11onal loni;i <!istance call will tnen be 
"'a 'IC e:::: :;r t"'e :. • 3 T re·-..,,c~ ...-ne·e I -....,11 ::e :ur~eo O\ er !O :rie :ore n ca~er term..~t,ni;i 11'1& call. 

!" c•ce• •c· : .. ,. Cc.n;::a'\1 :o :;rc.i•::::e se~,,ce o,er 08tl, the Conpany .... ,n 11·s1a:1 ;i.'\d opera:o. and 
:>e res:ior5 01e tor tne mainte'lanr.:e c'. ts o .... n s ... ,1cn1ng eau1;::f"l&nl . ne Comoany also 1s 1ns:a111ng Unes 
to cc.,~e~ ~:s OBtl s.., ::.,es 1:, LEC 5..,. t:nes arw will oe respansiole tor rr.a nta.rwii;i !Mese lines Tne 
Cor-::a"f e'l'e•et: ;r!o a cor1·a:: " ... :.r&T w11., 'CS:leC\ 10 :tte mon11onng servicing anc ma,ntenal"ICe 
01 tr-e !. ,. IC:"'·"Q e,:u:imer.1 ;,t.rc'lase::: 'r:>l'"'I .:..TaT It : .. e se:; .• ra·,cn •,om AT&i c.sc-.. sseci t>e ew occurs 
1,,s cC"l'a:': ,. 1 oe ass,.mee c:,- L .. cer: Tec:~'\C1~ es l:a,c . ..,, .,,c:, "N01..I<! crovic:e tr-te se",+C& and 
ma .. ·e"a"-:e !:' : .. e AT& - -i-a" .. 'ac:":eo 51, :c:.,es Tre•e ca., oe no assurance 1ra1 me Col"'loan; ... ,n ~ 
s..iccesst.. ,n coe,a:1t1~ as a s" :c.-i-oaseo c,,r· er o~e 11 1ns:alls s1,;::., ecu1pl'"\8n: A~ itional 
-.ana;,:ir-e'lt oers.cnne ano .r•cr-ia· :m s,s•e-rs ...- r °" rec .. u-ec 10 su:,por.OBN. tneeos:s of ..,., IC., ·MIi 
ncr'o!ase ''"e c:.-:--ar> s o,e•"'e.le :, .. , c::e a, 0-f a :<:cu es 1n hmng perscnr,el er ce ,e100,n9 s,·s:ems 
c.:.u•.c ac.e·se l a"'ec: "•e ~;:: e-<.!"~a· on 0 1 oeri 

M:i•~.~· ~e•a: .;n a5 a 5.,, '.:"•::aseo pr:: . ·cer su:,1ec1s :ne Conpany 10 •.s ... 01 s ;n,f,caN 
,ruw ~o- ::." n tre ?"J . ~ c., -: ' se", :es Cf' oars ., ''le e·~en1 ot t:ama9e to :ne Cc:'""::ian)'s •aol.tie5 
51, :~., r:; ""':.- :rient or :o .... ~: o,.s ' J :. • T "a"S" ss,c., •ac.1,:~s, sucn as coi,;o(J oe :auseo o, fi re or 

"alu•a cs31:e, SU":'-i ,r:e·'l.:::· cn .:::. .. a 'la .ea ,..a:er,a ac,erse rmoac1 on 1r:e Corr::an) s rnanoaJ 
COJ'\C • ;;:ir a"-C re5.,•!s c l c:>e·a: c~s 

/.cc: ordi se ... ices on osn 

Tne 03' J 5.., ·c~,.,q s,.s:e-i us,"; .:. ra. ~-ma.,i.•a~ .. ,co SN :cnes MIi a·::w trie Cof9lp,ry :: :>ener: 
'rcr. arc ;:"e• a .... r-:.e· 01 a:::: · -:i "a1 or e.-ra'lce'J se--,ces ic:ua,ng trie 'ollow "1; 

5,Q'IJ ":; S, s1er.- l rss· SS'.' cro . ces me e-ic user ... :n me berer,:s o! :ne ras:es: ca,I setup 
t.ne :~-e '.o co"l-~ect '"'e ca1 a"=• :--e 1'11..r-::e · 1s o a't'CJ a,a iaini a woulc pro'IICC tne Con;i3ny M:~ 
·ec..,:~ :::::.s:!. '"'a :ec: 'ion ce,;•eas~ :.J I c sconrec1 ·,ne I ne to release o rc .. ,:s a":;e~ ca, e·s han.g 
u:i1 r=,.r .. 'le· sa, "'iS r"'.a ; te rea ~ec :l) 1--e 100 .. a"e3~ rtx.: ~~ feature ot ss· For e.1.a-01e, t.'le 
o· i;: "at n~ 5.., '. .:~ can cor-n_. ... :.,1:e "':., :"e :e .... ra• ~1 sM:c:., d"<l ee1e·- ne rl tre: cal'ec ni.r-::e, s 
ousr t; .. •::.,e l'le n~r,., ·-: c,rc-.. :s a·~ cornec:ec. tne,eo, ,er:1.c ng tne "l1..1rrier ct 1r'1?•0!' ce c.rc,,..1ts 
·er: .. ·ec T::: :;r::. . :e ... 5 ser, ce :· a Cc,-,:;a", ... "J .. o con"aC: ,. ma or::; , .:er c! 55~ 

Ci!r:·e , C"""e , s a lea· .. ·e J.J .i: .. ~ri t"'e SESS-2000 ·-iat or'ers 1·--.1ro,. 1ea· .. ·es s .. c-i as :..1 

'or .... a·: 'l; ca ,.a: ~'i c:::r•e·c'1Ce :a r; ,: :.: ":: .e r "'.. r,; a"C teas: cos: r0t.: rtQ T!--es>' 'ea1 .. ·es 
··a::· :;ra , "' !! ' '? a,a ·a:. e 0'" 1 '.O e": .. sers "', ., !t'I<:! 1 ON'" ecJ ;)'"lent er !,"lrou;n 01..10:"ase 110- ''"e ero 
.. se1s· LEC ~Me co~ca", "' · "J!"er ... ese 'eJIJ'es as ca1 er is CT? se",rce. c:sc..sse-a ~ : .... 

,,:..::.J.-,,;.i:,.; /r •er,i;e"r fle~...r:f1.' ,..,: •r ;. :•i :i,o...-:::"?s a,, open ner..,-.,r,., arcriaec:..r·e at: ...- tc, 
1r:,.·:onr~:r.s ot 11'\1?•:>er-S'· ':! ;)o!· :::~e-a1 ~-1::ne~• a .. 1 oi:.a~ses II ·re Co,-,:;ary ovc'"as~s t.'"'e 
ne,,:1o,;sa", ::;...,p..•~'!. JJ S.C '"1,a•! : .. e Co-::a.,,.. a." :s ;;ar:t«:. aro e'ld use"i ,. a be a::.'e :o ce--..,10,- ne...­
~:.c*...-::. r-: ~!:~. ·~. JJCn as .. ,"-; C3~'i. ':!~•1,;~1-:s .--:,·.e 'o/.O"J'lllOn a .. ,:: :a-e· e .. :.-ca• -:" ,. ·• :::w' 
.n-. :;; .,r,..,1 c1:, e s ... -.itt1 Ma" .. 'J. ::" "·e".; 



C:-="'' · .e re.-:>eJ~r-i.n,e.i :,ars ::i,:;. ce• T-,. Ccr-;a~ ,·s ;.":'&T-mar.,•ac:w·>?d s ... tc.:-es ar:a me 
M: e-e--:a:,=,r ,:; ! oer, N II eran,e :,e Cc-rca",, 10 p,o,ce corr:-et.11,e 1elecommLn1C.11,ons services 10 

"e"3"'.S o' - ,.. • •e,.ant c"" ::e a".C rescer:a :iu,;c,.~s anc ccmce, es CCT? .. ser,ces) OBN w, 11 a!IOw 

·-e C;r:,,:1~, ::> se"1, ::ie ~nt Irena :lL c "JJ owrer d"-'!'c~r or r <1rtQa9,::,r :o pr'N!Ce .xe. Cata and 
. 10,c se-, cc, rctt.c,ng local a:ic i01'1Q c s:Jl"Ce <"'e!' ... cr.- senrice 10 the tenants in a ~a~,::1.lar eudc1~ 
:::r ::u :: "':i c::n~•e • •r1cur;n tte .. so? 01 a 1e-01e SN::::~ "i; moc::uie placec in eac"I oui:C n~. or in a 
:t. :: " '.: n -:•~se ::r, , rr, •1 :o 1rie t1. ;c,"; "1CwS"!. t"1e rer-c•e s-... -: "Q c .. •e ,. '1<!'1 s ccrrec:ec :o 
CE ' , T;e .:. wo, T •manu'acturell SNlC""es a cw ,.,e 1,;se c ' a" on-<;,le refTIOte SM:cl",rr,, -ncc1. e • ... n1cn is 
a., e, ·e--s :." o' 1tie 5ESS-2t,GO s,.·,tc!'I arc r-as tne sa-e fur:1 Qns ano lea!i..res ol ma,fl sw1tcnes 
~c.· .. c ,.; •~ a~ :1 a"'.c s ·ess :::::s:;, v·a- c:Lr-:~as1n9 arc .ns:a : rg an ,nc:e:ler:Ce"t or-s te SK l::h. In 
e .. e-::. : .. e :;.,~ng c.1 cv1lc,ng con;:e , ,..1 l'la,e 11s o-... r: s-.... :c'l. conttOllel! o, tre Ccnpany a 
::'l'le-.:•ec :c OBfJ. wt•,c'l ..,. :1 ena.:!e ll"e CJr-,,:an1 10 cffer 'ea1ves tnat Cen11e.1 1nccrpcra:es. as we•t 
as er,; ::·s·a"'Ce se .. ,,ces anc to c- ·1 e,..::: t.se•s 'or a I ser. ces i:i, .: . iced on a conscl.da1ec cas.s These 
s'?-,,ces car oe ci•erec 01 c1ec: hr-es 10 ire e"\C user as .... e1 as m,c .. gii "' "eless 1ecnnoiog1es 
Ce:::er::: "t; ::., me circumstances, ou1!c•n;, teran1s ma1 na,e tre op:t0n ot cecur,rwJ IC i..se tr.e CT? 
se-.-ces 1~ . C N cl u-e Ccmoan{s ;:e:en.,i.J n.estmer-• 1n remo1e s ... ,1ct11no l"'IOCu!es ana 1ns1a1ta110n 1n 
'"e o .. .c ,.;;s lo• Nf'1t!'t 11 .,...eu,c o .. e, CTP se•'l·ces. t.,e Cor--can,- plars IC en:er 1n:o long•term 
c:;-r- ·-e-·s ~-·n ire ou1!C.:t1 ; c,.·i-e•s ce~eiooe·s or mort;ago·s 

Lx.;a S-:'-.-ce oa•, ... . u a l(l ..,· . .. ~ CorT":::an'f 10 provide local sel'.,ce t>eca.se me SESS-2000 s-,,mcn 
i-as ·-e -:a:;a.:. •~:cc r-¥.: oo:~ icni; c s:a--ce a.,a :oca1 ser,·ce Tne Compa-, NC1..1'C neec to :it.r:rtase 
~, s C" ... ~ .. ,Les :o ts 5 .., 1c:ies ir. or cer ::,i c1ovice Jocal serv1ee 

£:-= C,rce ·aror. T,e Ccr:::ar7 r,3s a:,eea 10 •chase vcice er"lance,..erl so~ware trom 
C·"e•o?-·: .... r-..111,ca•~r,s S1s·e~s Ccr::: f''Ccne1enf') :o Sl..CC•ess tne rio tna1 ma, cevelcp on a 
0"': s•a .. :e ·e eonone ca!/. U, er ,:s ar; ·ee-ent .,...,:nine Company. Conerent · ... 1a ce-,elco a oroadbanc 
et"C :a.~.c"' er R.c: 1pera:·ni; CO".erenfs .c ce ennancemer1 wt1wa1e. ....n as RSo.i!c1:.i1ec Souna." 
,. - , .. a::·esses ire o•oc em ct .,r,•~ S,'.,;ra eve!s a~·oss ..;,"!erent nel',...or,s tna: can ac,.,ersely attect 
CJ c .. J :, T"le ecno eance"a:cn ec; .. ::i-e"t oe r-g ;it.rc'lasea tro-n Conerer,: a,-,c 1ns:a::ec as pa:'i 01 
OS•i ~ " e,.r.ar.ce :ne cua!ity c• ca''.s en ·re Compan,'s new net-NQ1\.. 

AT&T Contracl Tariffs 

- -, C:-paR 1 ,. s·:iricall { "as co•a r<>e seR, ces t,cn :. T& T t"lr::uc, eort·a~ 1a•1l's a"a nas Oeen 
a:" :c ot•.1R :ne se es r. see.-s a.,c t".! c: so al 1ncreas,ni;>y ia,ora e ccntrac: tart! rates The 
c"'::10,rer: c' om1 cecreases ire Cor1ca--1·s aeoonc:ence on AT&T con1ra,;1 tan .. s To me e.11en1 tne 
Ccr-pa .. , ~ t r-eec h.:ure coraac.: 1ar>is me·e ,s no gt.arariee 1ne ComD,lJ'ly .... ~u oe aele to obtam 
'a,:•a: e !':: .... a~ 1a1 "s a t"ti.'.j., t !"as :,een si.:ccesstut rn t e ;iasl n oota 11,~ sue., comra~ :antis 

T"e C,:ir-ca.,y presei-11y uses a contra~ 1an'1 'Mlh .AT&T 101 SON, Reaa, t,ne an<! MEGACOM BOO 
se- es tral e, :ne~ m 1~97. a ccri,a-:t :a: .. ., 'or p,1~a1e line ser11ces wrtiC;'l e, 01re 1n 1999. A new 
co'l:ra~ :a• .. trat Netti 1mc erec Feor1.o11 25. 1!)96 prov.Ces !or SOtl ser,nces. as .... en as MEGACOM 
arc ,1E:i..:COM eoo ser,ices, usec ,n :ne ncrementa! en 01 as·~ Tnese ccmrac: tarns. wn,cn are 
r.or1ere ,..a:iie, se: me terms ana ccm:,1,ons 01 AT&rs servces. 1nci1JC1ng me c,ic1no ot ser;1ces anc 
r-i.r:.nt.n l..Saoe rvciume ancl re-.en1.:e1 recu·remems. II mm,mum 1..sage recu1renen1s are l'\01 met. u,e 
Corrpan, s oo .. c;;a:ec 10 pay s.ic~latl lees 10 ,H&T basea on a percentage 01 tne f'etence oerween 
·ie m,nirru.m re-Ju1remem ana 1tte a~ .. aJ billed usage In aacM1on. II :ne cormac tanffs ,...1th AT&T are 
te·-i,i-a:ea :;,,er •o tne t>'ld ol the con1cac1 1ar1t1 term. eime, cy u,e Company or by AT&T !or 
ncn1>a,ner-· tre Compa~y rray be hacte lot H1ermma!10n wi:n ha l1fy" °' ~!ermH'lalion c!'latoe~ anc: 
st.01ec: :o Mater al mone1.;ry ~enaa,es Tne Company aiso coula seeit 10 terrrurate me eus11ng con:ract 
•a· t's '* ::--:1.~ r,a:1•1ry JI ' t.1ure usa~e ieve s are 1nsulf1oe.,t. altnougn 1nere canoe no assurance inat rt 
"' tu' c- ~::-e 1:i c so Ti'e Compa"I) '1as.:: ,ecor!l ol meet.no its conmitmen•,; 10,U&T under con1tat'I 
:ar r•s Tre Cof"'lpan{ , as c::.rri:ared to so,Me ot rts sw1tcn'ess resa·e comoef!!ors, l'tds nae: ,elatrvely 
~es: ccr1m.•r-ien1s anc: la'loraOle ::,.:::,:-'] uncer 1•s AT& T c:irit:act 1a11r.s lhe Company hac sales or 
s· BO , -r, en 1n fiscal year 1q95 ana tras 1c•,11 co,.,ri, tmefllS Ol l..P •o ~· 7 J m,!l,on pe• 1•ar tc AT&T ?ver 
me re•: tct.1 ,cars 

" 



CompeUtlon 

The loni; o stance te1~onmuruca11ons mdus:ry 1s h1gnly comoe:.:,ve am: at'ectea cy tl'le 
rntrodui:!•O!'I ot reN se"'+1Ces Of. a"tC: tne ma1o:e1 actJV1t1es ol. ma1or 1ndus:,y pan1C1oants. Compe1Jt1on 1n 
me long c: s·ance oi..siness 1s oaseo uoon cnc1ng. customef serv1Ce, 01l111UJ ser.nees ana oercerved 
oua.ity The Conoany compe:es a,ainst varsci..s r.atlO~J ana r~,onaJ long d s:ance camers com;>osed 
ct ootn ·ao .ues-tasea ptov1c:e·s a S'M!Chless resellers ot1enng essen11aJ1y tne same seMces as tne 
Comoan, Se..,eral ot tne Comi:;any's compeb!ors are sutis1an11ally larger and have greater financial 
tec-:noeal ano ma...,et.ng resc!Jl'ces AllnoLJGin tne Company believes n nas me human nnd 1ecnn1ca1 
resoi..rces to :>ursue ,ts strate~y and compe1e elf~Nely in lrllS competitrve en ronment, 115 success wiU 
de::e-,c: u:xin its com '1Ued a h:y :o pro'.llde p,o'i:a:>ly h1gn Qua!rty. n1gn value sernces at cnces 
gene•Jlly CO""l:>e11:ue w1!h, or lo"' er man, mose charged Cy its compernors 

On Seo1en-oer 20, 1995, AT&T announced tnal rt woulO sphl 1:sell into three separate ana 
rnce::ie enuy-ownec and oce:a!ed comp,1n1es ("AT&T C>reaku:>"). One comoany would prolflOe. amono 
Cl"le ' sernces. lor~ distance. w1re1ess ano otr1er 1erecommumca110ns services. Anotner w,11 manufacture 
am: sell conrnun.ca:,ons eet. ;;men: ;,. tntrd would 1ncluCe AT & T's computer 0pera110ns and will locus 
on me f. r.a.nc!ill. re1ail Jnd commun1c111ors mc~smes AT&T has sta:ed tnat lhe OreakuP wi ll allow it ro 
con:>e·e nore e" ec:1vely wi·, pro .... ic:ers ot :ereco mun t,ors sennces 

Ttie Co~r.a.,, wn bf'tl, :s s,w,1c,,-ic; ~1.. :>r"\e'11 ·,,111n ttansmiss10t1 laC11.Z,es a sennces ovcnaseo 
or easec •rem /.T&T af\d .... u con1n1.e 10 resell ser.ices o:named from ;.T& r, wrucn . .., 111 remain a 
COl"":>e: 101 01 me Compan1 :~1 :ne ;)tov,s,on 01 1etecommun1CJ!Jons setv1Ces The Company alsc ulll ::es 
.:. 7& T anc :.cus :o :i10.-.ce ::. i.1·~ se'Vlces Tnere can be no assurance lrt.ll e1mer AT&T or /.CUS will 
eom."tve 10 o!1e• : ,ni.,'J ser. ees :o :re Cori:::any at compe:it1 .. e ,a:es or a~ractrve terms. 

On Oc:c::ie· 12. 1')95. :ne ;-cc rec:ass1' ed AU as a ncncom.cnam •n:e,e-.c,anoe ca·r er The FCC 
s:atej l'.at .:.T&- wo~•c na .e 1rea:er 1t1Cen1wes 10 cut its prices ilt'ld otter mnovatve new services 
~lcnc::minan• ca·,ers are net s1.01ect to orice cao regulation ana can Ii e tan .. s (and tarrtl C."taogesJ 
unce1 st·ea,.... ,iiec orocecve~ tr..1· Nill ~ o,es..:MeO' law'ul en orie ca~1 s not.ce See" •• Regu1a1 on.~ 
Tne Com:;an, . .., oulc ttiereio·e '10 lor:i;e1 ce aote to li!e Pe:111ons 10 Re1ec: c• !O Sus::ie ana lnves:,;a:e 
AT&T :a• '1 orc;:icsa1s N:'I :.~e FCC :re•ore tP"!ose o"enni;s ta!o:e effect Tne FCC's rec!assfcat1on o: 
;. T& T as a ,orv.wn,nart ca1 · e• e11 na:es cer:.:1., onc1:io resu.c:1ons anc: reg1..1a1ory o .. e·s·gm arx: "''Ould 
a , ...,. ;.-& i :o c:-i;:e·~ ·e a;i;·ess Je11 w , .. t"le Co~ny 

.:. s a nonco- ~ .. : ea·· e· ;. T & r . .., t;e s .. oiec: 10 1 e sane teQ.Jla: ens as ot"er to~ c sia"Ce 
se--. ,ce ::r : , -ce·s :..T& T rerr.a "'S s1..:i1ec: 10 T,1ie 11 cl :ne Communica110ns AC! (.:. 7 USC § 151 , et SeQ ) 
a--c s ·e'Ju,rec :o o" e1 se", ce i.. e· ra:es. te·rrs and cona,110ns tnat are JUSl. reasonaole an:: ~, 
1,;r •<>?s:"-3: f c sc· -, --.at:: .. ,. ;. & r s a so su!l1ect 10 t"Te FCCs comp1.a,n1 o·oce ss ano 1s reouir~ 10 ' e 
tar " S. :no1.t1;n 1..,..::er s:·eam. ree :irocec1.1es In ada :.on. AT & i ,s also reQuir~ 10 g ..... e n01,r:e 10 tne FCC 
af\C 10 a"ec-·ec c.stor-ers ;i· or t:> c sccn1rnu,~. reC1.Ci."IO, or 1mpamng any seMces 

In see• ng FCC a::o~ova :i t .:s ri0:10n. ;,. & T m,1ce ,1 seres ol -volvntar1 ccmri.:ne--: s" :o ' 'le FCC 
as a :·ans · Ol"at f"l~a-usm ::> (;O,eri tts conauct •:11:, respect 10 tius,ness :erm Ctans anc ong•te·m 
c:n··a:ts .. 111 C- S:'Jlf'e•s. 1rc1ud1"0 rese lers. AT& agreed !or a r ... e1,..e-rr.on1:, pe•ioo 10 ore\ ce 
ao:: ,ance "Otce ro t'le Ct.s~cne• or ;iropesea c'lant.es Iha! ni;P"!1 ar'ec: a customer's ·e ance on ts 
c,--:•a::i "' "'l ;. & r a--e ;o 'ea.,, s• c"l.ar.ges . .., itn ac,ance notice anc ·,rie for ac1,on C) :re FCC 
;. "& Ta so s1a1ee ' 'lat t was . .., 1.ng :o emer into mutually agreean,e pn\·ate party arOitratcn agreerne-i ts 
. .., ... '?; ·ese e· c .. s•o,...e·s a 1s ..., 11,ng 10 ce .e cc a mocel ag,eemert in n~ot.a:10ns w,tn 1ne 
Te ec.:;l""-,. .. ,c.l' crs Pese'le•s .:.ssoc at.on E .. ec .. 11.e Soard Tne FCC acceot&d all 01 u,e M ,o',..,:a .. , 
c:...,r- ""'1&"'.s ~ .... ,e,: oy .:. Tl - an:: cree·ec.:. T& ·s comcharce Mtl'I tr.cse c:lr-r~:,.,er,:s 

Qr, Fe'Jr~a .. , e. ' 995 :re ?·es.cent sigr.ed tne Teleeonf'lumca~ors :.. . 111,M,C"l s •r:enc:ec :o 
rt•:::c.::e f"\:; •e c::: - ::e: :.c;"I ·o US te eci,nmur .. C4:1ons niar1re1s The le~,sla:10n o;,-a:is t"e focal 
~e··.,ces -.ar 0 e1 o, ·e1;. •,n;; .ECs 10 oe1:n,: •11e1corr,ect,0n to ·,e I ne:-,,..o·,.s al'l(l esta::>•· sr "''4 a"'ll;)rg 
,;:· f: ' ... "1;\ LEC ~O• i;a:.ors "' ::i ie5~! :o acc~ss re sale, rurnoe, per:a:, :y, c,al,"IC ::ant,- access :c 
r ;~'.5•~• ... ,1, a"c ...,~1.a c: ,..,:,e--sa• on TMe e-; s a:.:,n as: c:)d,fies :~e LE Cs ee;.a, JC:::es,; a'lO 
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ro"C ~ - r Ad'·'-" cc ,ca· C"S ar,a p1eenp1s nos: mcons s:e:-1 s:a:e regu1ai.0n. TM 1ei;..s1a110n arso 
ccr-ta,,.s s::ec,a ;i,e"s.ons t"lat e .m !"'ate restt,c:,cns on 1 .. e RBOCs prOV101ng IOng c:,staxe services, 
.... A.en r-ears tr.a: trie Compan, .,., ill la~e c::rroe1 :,on lor proVlding lo:ig distance set\,ices lrom 
,. '!•i-ca::; :a':~ ,. e,!d no .... n cot"'lpames :nat 01,or :o :n,s : ne couta not compete 1n !Ong cis:ance ser.i1ce 

Tr-'! :JBQCs ha,e oeen c•o:- c;,:ea trct"'I prc.,a,ng m:erLATJ. 1n:ereac.,a.rt1;e 1e,ecor-.mt..nca1.ons 
se~.i,ces urc:e• , .. e :e•ms ct 1r-e AT&T cecree r-,e Te'eco~mun.cat10ns A.cl au1h0nzes tne ABOCs 10 
provice :era n nterU- T;., m:ere•C"'lar;e 1e1ecorr:mun1ca1,cns services 1mmed1a1ely anc on.ers uoon tne 
sa::,s!ac-: er 01 ct ~a n cona,:icrs Suen leg1s!a1 on mc!uces ce~a,n s.a 'eg:uarcs ai;a ns: an1,ccmpetilr•"l 
ccncMct OJ :re A.80Cs ,n me cro . s.cn 01 1rterU.. TA ser,ice Anticompe1J11~e eoncuci cou1o rest.It. 
a-,onQ o:r·e, tn,~s 1rcn a RBOC's .1~::ess 10 au subsc· tiers Or" 11s ei1st1ng ne:wo, ,., as 'Nell as 11s 
::c:eni a , ·c..i er cos·s re a:ec !O ire :er-?;ina:.on arc or g1na1 or, o! calls wi thin its 1er'ltory 111s ,mooss,!l!e 
10 prec ~ ,. .. e:"le· sutn s.i!ei;wa·cs .,., n ~ aaecua:e 10 0ro1ect ai;ainst an1icompe11ttve conoue1 oy tne 
R30Cs a"ld me 1m:>ac: tna1 any an1.compe11ive conauc: ..io1..IO ha ,e on me Company's ousiness a.na 
cros::i~s Seca1..se 01 me nar-e 1ecognit1on 111,1: !he RBOCs have ·n their e, 1sllng ma1'te1s and tne 
es:at:I r.:-ec re!a: orsll·:;s :nat mey na,e wi:n their e, s:.n1, 1cca1 seMCe cus:omers. anc tne r a:i '. t; to 
:a...-e ac,a-i:ai;;e el :nose re!at Ol"'srt1:::s. :is .,. ell as me poss1blllry ot lavorat:te 1nterpre1a11ons cl trie 
Teleconm.,n,caucns .Ac: by tna NBOCs. 11 may be more 01ff1cull lcr OU'ler proviaers cl long Cis:ance 
seN1ces. s..ic"'I as ire Ccmcary. :o c::r-1oe1e to prov.Ce ·ong C1s1arce serv1Ces 10 ReOC cus:orers .A t 
tre sar-e I '"'le. as a ·esu'l ol me Te ecorr,rra.1nica:1ons .Ac:. RBOCs have become po1en11aJ cus:omers !or 
tne Cc-n::any's long cis:ance seNices 

Regulation 

T"e C.::,..:::a-ij's 010·11s.on cl ~::imr,u-i.cahons services is su!l1e.::1 :o oovernmen1 re;u1a11on Feceral 
an re9 .. 1a:es ,:,1e•5:ate ana 1n:erna:icnal te1ecommumca11ons. ,,.nde s1a:es l".a•.e fl.I' SC C.,on c,;er 

1e etol""r->1.,n,ca:,:ns 1ra1 or.; na:e ar:c :e1mmi!le w1tt:.1n me same state 

As a "c .. c-:.--,l"'ant, ncrfac,~:,es•t:ase: crovice1 of !O"'.f d1s1ance services. me Cor-10an1 nas t:een 
suOJ~ to ess res:ric11ve 1e9ula:1on oy me FCC and by , ,1r1ous s:ate put,ic sel"'~ice and P'Jb!tc .,1ih!/ 
co-,_r.-5s,cns t."an AT& ano cirer lar:11!!1es-caseo prc,, cers. Tne Company and ,ts par:1110ns are 
iet:wrec 10 ' le 1a•1,.s tcr ln1ers:a1e ana 1ntemat1ona service Nllh 1ne FCC. The Compaf'y's tar,tts are in 
e:!~ tOCla/ The Company ar.C: its par1111ons a·e also ·ec;u1rec 10 file 1an!'ls or otaain .iopro,..al !or 
intrastate ser11Ce crovicec ,n mes: 01 tne states in wn,cn trey man<et long o,stance :elecomr1unica1.ons 
seMCes Cnanges in eiis:1rg POIIC es or regura110ns 1n any sla!e or by tne FCC cou:c rr.a:ena! 
ao .ersery atlec! me Corrpany's financial conc:,tion or res.J sol ocerations, paf!IC\Jlatty ,I those pohcies 
nal.t.e 11 Mete C fficu!I lot !tie Ccm;iany to obtain service !rem AT&T or ctr.er 101"'9 a stance com::ames 
a1 compe:,t.-,e 1a:es. or 0tt1er,.,,1se 1nc·ease ir:.e :os1 anc regi.:la1orl burdens ot marltetir:9 aro provic:ing 
se e Tne•e can ee no assurance mat me r~ulatory a1.11not1t1es in one or mere states or me FCC win 
not l~e a:t·on na·11ng an aoverse er.cc: on tne tiusr.iess or finaJ'ICiaJ conc:itten or resulls ol ccerations 
ct :ne COIT'D3n', R~ula!OI"'/ ac:,cn by tne FCC or tne sta:es also coulO ac-,ersely alfect \he 0attr!lons. 
or 01rer,.,..se 1nc1ease me par:,Mns· cos: aml rec;u1a:or1 !lurcens ol mar'<e11no anc orovtd1ng lono 
o,s:ance ser,ices 

FtY.JcraJ 

ne Corrcany is ciassifieo 01 me FCC as a nor.aom,nam c.11ner. Aller me ,ecem reclass #;cation ct 
AT&T as .-.oncorr,nan1. only tne LECs are dass fe<J as commanl camers aroono oomes:1c earners. J. s 
a corsec;uer.ce t,"le FCC ,eg.,!ates rr.any ol tne rates. cMroes, a'lO s&MCes ol ine LECs !O a t;;ieater 
cet;;ree tnan tr.e Company's. Because AT & T ,s no lonoer classified as a dom,nan1 earner. certa.n CtlC1ng 
restnc:-urs ma: !ormer:y a:::pl1ecto AT&T nave been e'1m111atea, wncn coutCI mai\e 11 easier lvr AT&T 10 
ccrr.pe1e w :"'I :ne Comcany tor low volume loflQ d1s:ar.ce su0w1oer1. The FCC genera~y <:oes not 
e,erc:se c ·ec1 :i,1?rs:;n1 O>Jer c.-iaroes •or ser..-.ce ot non~:minar.1 carner1. altnough ras tne s:a1u1ory 
~ ... er 10 c so l e ominant car1e1s are rec;uir~ oy SlJlute to ofler 1n1e,s:.1 te services uncer rates, 
terms. arc ain<: •,ons :rat are 1.,s!. 1eascl"';;O!e arc r:ot tJf'reasonaoly d scnrr..ria:ory Tr-.e FCC na.s the 
/t.r s.: c:.o" :o ac: 1.1 ·n c::.r-icia rts' ec oy 1:-- ro ca-:.n. o, :ro~nt ori ~ FCC's own -nc n, ai;;a•"St ar ) 
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co~ '"'O" care• "IC!-.:t::ni; ~nccr-na~: Q " e·s tc• •a .·e ::> cor::1-, «1 :1" 1:S S!a' J '.0": o:: ;a:,or..s 
,ro .. oon r a"! car· e1s a·e 1ea_ ·ei:i 10 'i f.- 1a· "s hs1 .11i; f."e ·ates. 1errrs anc: ecr\C: or..s c• S"'r.-.ce. -... nic., 
ate' ec :,urs .. anl '.O s1rea .:"~ 1a.r r'in; ::i•oc"c1.res The F"CC also "tal l'1e a_: r·1 r: r,;,cse -no,e 
s:rn; e .. , re; .. a:c-1 rea1we-!'l~ on trte Cc~ ::>a"/ a,,Q e-a--w;e '.S re; .... a::ry c.-ass'ca:on •ron 
" C .. ..:':)r-... .ar: :: c::ir- nani. In :-e , ..... e'll ·e,1. a:ory a:""':s:.,e·e. tne Cc~ ... , ce e,es. " ,:-,._, e,e·. mat 
tiie FCC s .;n< •e / 10 Oo so 

il<ie ~cc r-.:;cses only ni!"ma! rePOr:,n; re<.u ,1e-ents on nonaoroinar1 •ese,er-s afthOIJl."1 ;ne 
Cor-;.a", s s .. :: ec: 10 cer:a, re:xir-~~ acco1.o,1.ng a":: 1ecora-• r~ oo ~at,ons Bo:n aomesuc ana 
rniemat•O".a nonccmina/'11 car· e•s, 1ncluc r; me Cor-pany. Mt.SI maintain tantfs on rile 11 ,:n u,,e FCC 
--ie c.:;,..:a .. , :i.··e~1,y nas ;"·o ta., .. s on r1 .e w,1, 1ne FCC Al:rioug tre 1a:1hs or nonaommant carriers. 
a"'IC t"'le ra·es a,c C:".a·oes , .. e, soec1'), , ate suDJecl 10 FCC re~cew. tney are orest.Me<: 10 ce lawful and 
are sec~n c.ir :esieo As a donestic norioom1nan1 c.rner, tne Comoany 1s oermittec to make tanr1 
• ,~son a s,~ e -:a("s noi.ce a " 1:~ou1 ccs1 su::ioo~ to 1us: ty spec,fic ra1es Resale car•iers. hl(e a!! 
otw r•e·s:a:e car· ers. are a so s .. :i,~ 10 a ·,anery ol sceHaneou'!i rer; tJ!a1,ons L"'lat, tor 1r:s1ance. 
90,er, ' "e : x.JT'"'lenta:1cn a'\C -.e,,' ,ca:,ons necessar-1 to cnanoe a suDscr,t;e1's long Cis:a<iee carr,er. 
l.n.1 me JSe 01 800 nur-,oer-s tOt c ay-per<all '!ierw:e'!i. reQUJte di~o:.ve of certain 1r.to•rr.a1,on d 
ooera•:t ass s·ec sero'IC.es are :,ro,1cec and gove1n rr:terloc~.ng c rec:ors a'lC nana~er-1em Trte 

eec::~r4"'1,,;a:~"S .;c1 c;·a":s e,o,ict au!'lorrty i:, ine FCC 10 ·10r:iear" :ror.i ,~ula:ing any 
te e~:;"1"-,..,"ica",c .. s se-v~es :,rov,c:er ,n res;ior.se 10 a oe1.11on anc 11 me a;et'\C'y ae1ermines mat 
e"ll01ce--ie"I• is .. rnecessary a"C tM 01-:,1,c ,n:eres: ,. ~ ce se"VeO 

~· ;i·ese"' ·he FCC e ■ e ·::ses :s ·e:;1.o1a1or-,' au1"10'<I/ 10 set rates pr.f?'.a•, ; Ni:n respect 10 me ,a:es 
ol 'Jo,....,a .. : c.1 -- e·s a"\O 11 'las .,c·eas,nr;, reia ,u: :s c:imrol m 11':.S area Even wnen A.i&T was 
C'ass ~""!: u a ac nant ca-- e·. :r,e FCC mosi r~emty emtiio)ea a ~price cao" sys:e"!I. w.,,en 
esse"'..a , eJe-::·ea mes: ot ;. T&rs se-vices. inc1uai~ lflnuatty allot r1s commercial anc 800 services. 
tron :ra:: • :ral ra·e c l return re.i1.!l: on ~ ca use tne FCC oe1ieves tna: :riese services .,.-e:e sut1~ !O 
acea~J"e c:i-~: ·,c~ S i-t,lJ -1 1 :r!l FCC ·S n :r,e :i•ccess cl c,ang1ng tne re;uta:ion a~c :,,c:ni;: 01 :ne 
1'Xa lfal's;cr- ,;:.-,:;,orten: 01 a:cess C!"la·~es (I e. tre •ee 101 use ol tl"e LEC transrruss10n tac:h: es 
co"net: nc t .. e LEC·s cerr.raJ cffices ano me rxc·s ac:ess po1n:s). In ac:o,:1on. tne LECs have oeen 
at"Jrce,; a oeg ·~~ 01 :,•,ong "e l :,i·.:, ,n se:-:n~ ~1ers1a·e ac::ess c."'laq;es -11, -,ere acecua1e ccmoe:1:•on 
e, s:s 9 

.. e -;::ac: cl s1.-cn 1e;::•,c ... ; 3'"0 o•c ~; "e , ::, :, en rxcs su:n as tne Ccmoa,y, cann te 
ce·e·-, .. e: at :., s :1rre 

0" 'Ja•c~ 25. 1995. tr-e FCC re easea a rlo:ice :,t ?•coos .. o Ru•ena. .. '\Q ,n ...-r1oc~ 11 pro=cseo t,a1 
,onc,n.nan1 I.ICs s,ou no lon;;e· 1. e :anHs The FCC aiso M.ateo a •e. e"' o' .1s •~1..:a:,on 01 
m1ers:a1e ccmes: c 1.,1cre•cnaiii;:e :e .ecorrm_; nica:1ors se-v1ces 10 ceterm,ne .,.nemer 11s oohc,es a 
f\l:es sn~:.c oe :na"l{;e-::: Tne FCC as•eo 10 , commer : on e re~u!at1on cl tar .tis aM otner lon~-te•m 
se". :e a·•an;erien1s. 1nc1uc,ng me aopucat.on cl I e co~rtne :na: reqwes 1r-.a1 came-s lile tre r ra:es 
as ;::i.:,. ic ·arirs and cr.ari;;e on:y t."e ra:es at a:i:,car 1n tno~e puCIICly•fiiec! :a11t1s . zne wsut>s:anhat 
ca1,;se- ·es1 •er ... r,e, a cam"!r can C,'\,1n9e t"e terns o' a ·ong-term conm,:meni 10 a c1..s1ome·, ana o:ner 
1ss .. es rea·.r:g t:> rese•ie:s 

- .. e Co~a .. , s si.::;~ :c .ar, n; ·e . e s 01 •e;u'J' on in tl'le s:a:es 1n .,.n.cri ,11s c1.we,11y at..mon..:eo 
10 p•o·llde ·r1ras:a1e te ecomrT'~'l,ca: ons se-v1ces The ,,ast mare• •y ot me s:aies recuire me Com:,any 
10 ai::, 'I •or cer. 1 :a:,c.l' ::i ~ro.tt:e ""as:a:e 1e.cto"'lnur,.cat•ons seN1Ces. or at 1eas110 '"'s1e· or :o ::e 
101-1'\ll e,er-.>'. :,!;.., ·egu!a:1on. oe•ore co-n"Tlenc..rlg ,n11a-s:a1e se ... ce Trie vast ma,ony 01 s:a:es aso 
rec. ·e ·-e Cc-i:iany :o file a'\C r:"a r •atn ce:a•ec !ar,"s r1s1i~ ts ra1es for 1ntras:a:e ser.nce t.-1any 
s::i.:es a 5'} .f"":>QSe var ous ,e:,o- r~ ·ec:u, rerier:;. anc:. :• ricu 19 ~r :r a.:i:iro -.,~I tor trar,srers ol con110: 
01 ce"t ~ e-: ca·· .!"'i. C'.lr;>o •a'.d ,;,,-r,;;an : a:,ons aw ~ s.:1o"s c' te"ecom,.,unoticr:s coe•arons 
ass ~.,.,..,. .. 1s cl ta:'Ter asseis 1rc:1.;c,n; s .. s:'.1:,e• toase~. carrer stock ot'erings and 1ncurrence tly 
carr e·s c• s r;"if.ca"lt ceot OOh{;a: cr-s Cer fica:es cl aut!'10nlf Cl'I i;erietiJ1'y oe eonc,i ·one::1. t'"V)l!rf1ec, 
cance e~ •e·- .. ~·e:: c• re~oO" ec! :i , ',!ale '""~t.'a"Jf)' au'"cr • es lei fa 1-..l tl? ''.l cc-,p;, N • ., s:a'.e J.,. ano 
th!:"-' es r;,71.•J ' ~.,s ario ;;o1,c·es : ' ·he s:a"<! ·e:; . .ta:or1 a~l"'J:1.1 e~ F,ne'l 3"0 o:>i.e• P1!"31t es. r ctuc,ng 



1 .. e •e• ~·- ci a rr,cr es rece ,ec 1: • r:·as•a·e t·;;iof'.c '10m 1es:cer1s cl a ~:ate. rray De 1r--:csed 'er sucn 
• c.a: -:"s l"I ce~a1n sta·es crcr rei;i..1a1;;r1 ap;,r-:i,al may oe re<:l.,reo 10, ac.cu-s,:,ons ot 
te eccr--.r--u<1icat,ons opera: ens 

;.s ·-e Cor,:;a:i; e,::a .. .c:s 1:s eN:-:s !o resell long c1staru;e ser,ces dire~!y, tne Cor-,cany ,._, 111 r-a,,e 
IC re-3.., a- art .e to 1e e;am 'ecera a"'ld s:a1e regulahors FCC ni-es p,ori,bil swrtcnmg a cus:omer 
trcr. orie lorq c,sta."\Ce carr er !O ano1"ter 'N mout :ne cus:oMer's consent anc spec.., w tnat corsent 
car, :e oo~a rec PAos1 s:.a:es "ta,e c:msumer p,otect.on la NS tnat lu.rtner define me framewor\c 'Mtl'M 
""r1c.-. :."le CQmca:-y's ma1Yetir11; ac: 11: es rr.us: oe concuctec. The Cor1pany ,ntencs 10 comp, ti..u, wit 

a , 1a1.s anc reg1.:1a1 ons. a:io • e cc:isi·a.:i:s ot leceral ana state res11ie:1ons couic .mpac: 1r,e success 
01 c.r~ ma-1- eLno eNcr.s 

Feceral a!"l(I s: .. :e re;i.:Jat.cr aNec: :re provision ol CT? FCC rules cererT-me me ime•siate access 
c"tarces 1r:a1 :ne Ccrrpa1y wi!I oa, 10 !Ir!( CTP C'.JStomers to OBU tnrough a local te'eo re "'etNOr". 
af\C a"'y c-.a~es 1n trie FCC-s ,vies eoulO na11e a material acNerse erfect on U'le Compan1 In some 
s:a:es ire Comcany m1.1si ccta;" the accrc>Jal ot state 1ec;1..la101s to otter CTP services. anc oc1a.n1ng 
sucn a:crovaJ 1s not certa.n. Some s·a:P.s regula:e ra:es and ct1n<:1111ons 01 ser,ice Jn aoditlon. scme 
s:a·es 1noose c:ner ru!es. suc'l as 01onibrt,™J na1 rate IOea.l seMCe. requ1nng use of measutea local 
se .. rce ·eow1: "'nQ 1:se of a ::ar:.: onec SNIICl'I or PBX. oann,n0 ser.iee to muttoie Owleirn;s from a s11,gle 
?3.(, grar· rg 1era--i1s trie n,h1 ::i ,..se ::-e LE~. a!"l(I 0ann1"9 the resa1e ol local serv1Ce at a orofit Suen 
res:r.e~s ma, at'ec'! ,..rere anc new me Company otters CTP se1V1Ce. 

c,.1•en11y tt,e Comcan, is cer:.fa1ec: anct ta11tteo to provice intras:a:e in:erl>TA sernce 1n 
s .. ::is:an:;a '1 a I s1a:es wr-ere sue~ at.tnon:a1,0n can 0e Otta ned Jn COMect.on "" m :ne ~pleMemation 
ot OEtJ mec.f1cat,on or ame.,c:men: et me CoMpany·s s:a1e cef'l1fic.:mons 11".ay :ie ,ec,.,,•ec anc coulo 
ce1a, l"'P emer11a110n. 

Employves 

;.s 01 Oecernce· 3·. t995. tne Corroary e1T;i1o)ea 37 oersors. ol "" "ICI"'\ :-... o "' ere eri;a~ea ,I". 

r-.a~e· h~ ahc sa es. 23 "" e'e eri;a;!?fl ·~ ca~1tcn a'ld eno use· supper', and 12 .,., e·e e~a;ea 1n 
s,s:el"'IS ce-,elcprT'en!, lira.nee. aamm,s11a1,en a rnana;e ent 

;.5 :i• Marc'l 22. 1'i96 tre Cor--::ia.,y errp!oyed 132 perscrs. ol wncm 73 .,., e,e enf;ai;ea ,n 
r--.a,.. e:,r-Q a.,e sa es ::!6 Ne·e e~ii,1:;ec r pami on aro end user suooort. anc 23 were eni;ai:;ec .n 
s,'i:e"'s ce.e•oome·u. f1rance. acrur s1ra1,on ana management. 

kme o! ln& Comp.an{s eMt:.cyees s ;overec O{ cor.ecirve car;a mr,c ai;reemer,:s T'ie Cc..,car, 
c::rs c<>·s 1e a:,ers "" tr :!. e--i;•o,ees :o :e g ~ 
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Glossary 
ACUS AT&T College ano Univer-.1ty Sys:ems. a whol1t owned slrazegic ous,ress uni: or;. T&T. 

A IN Ac,a"ICed lntelht;ent tJet'NOf1<. . 

/.T&:' Ai &T Corp. 

BMS Tne Cor-ipan; 's da:a:,ase. wnicti II proV1aes to eacn ol 11s patt1t,ons. 

Ccnsent Decree· A 1964 US Department ol JustJCe cecree 1na1. among otner trt,nQs. orcered 
;. ·&r 10 drvesl 11s wnony-ownea local Bell opera!Jt'IQ suos,diaries. 

E1a users Custome,s triat u1111ze long drstance 1e1ep11one seMCes 

E:wal Ac:c;ess CoMec11011 pro ed by a LEC perm,mng a cusfomer to De a1.tomatie-a.ty 
coMected 10 tno IXC ot uie ccstomers cno1Ce wtien me C\JStomor <J!als "t ~ 

Fa~fi11es-oased p,ovicer Long distance service c: rov1ae1s who own 1rans'Tllss1on laol.! es 

SESS-2000 The SWIICM'lg ~uipme'll rr.anutactured by AT&T, Wt\lctl ltte Com~any acqu1tea trom 
AT&T 

SEIO 5o,r,,,..ar11 AT&T sotrwa:, that en.1o"es swr::tte,; to corrb1r.e sinuttaneousJy w11e1,ne anc 
wireless. local. long d1s1iltlCe, voice. video and ca:a services 

FCC Feaeral Communica!Jons Comm1ss1on. 

lrtJOuna "800" Se"'11ce A se~Jtce 1:ia1 t><!ls long c:,stance telepnone Cfl.l:ges 10 tne callea oan1 

IXC ln:ere. cnange camer, a long dJStance cari er DfOVICMQ seMCes between I eac"la~es 

LATA Local Access aria Transoon Areas. me aoor0.,ma1ety 200 oeogra:moe areas aefi~ 
pursuant 10 tne /. T&T Conser:: Decree C>et...,een ... rvcn me ABOC~ a:e gerera!ly pr0tubi:ea lrom 
orov,c n~ distance service 

CT? C 1mpe1111ve TeleccT1munica.110ns Pr0v,cie-. some1,mes referred 10 as Snarcc Tenan1 
Sernces o• STS. orov,ding me tun range ot 1elec.c:mrnuna110ns seMces 10 tena,'l tS ol office anc 
n"1 -lam.'y 1es1cent1al bwldincs and comole aes 

L£C Lccal Eacnam;e Came,. a company oro,ld-'\Q IOc.111eleoh0ne services 

M£GACOM An ou1oou IOng c,s1ance servtee o•:enng by AT & T thal reau11es dec:ca1ec access 

f.AEGJ. COu 800 J. n 1noounc 800 seN,ce otten"IQ p,ovit:ea oy AT& T mat rea1.,res cec.ca:ea 
access 

MCI. MCI Co~1.J"ica110n:; C0r;>ora11on 

l,fLCP .A T! rs mu -IOca:ion cauino ::i1an (a a,scoun:eo IOng d1s1ance program) 

Ner.vork '-n 1meora:ea s;-s:em comooseo 01 sw;:cn1no eQuipmem ana ttdnsrr .. ss10n tac·l,lles 
ces gnec :c o,ovice lor 1ne d,rection. 1,ansoon an~ recorc no ot 1eiecommunica:10ns 1,a:fic 

N.'.15. The Con;>any's car-,pute"l:e<J iniernal management lnlormattCn sys:eM 

Nc.~tar:u. :~s-aasf'1J ororoe,· L~rrg ois:ance sel'\ c e Pt"ov,cers mat oo not c .... n 1ransl'"'.ss,:m 
tao~:es 

OB!J Ore Ber.er r:et , :tie Company's na11cnw,c:e lorig c: s:ance neiwc;,lot 

Pitt? ~,o,i, .:. " 1ncc,ern:en1 lo C:,s:ance anCI mar1o:e: ~ company that corurac-.s v,rm tie CorPa":, 
:c Durcnase 'J ' ome~.Y•~e ::-ro·,ice :c enc 1..sers l~e klrg a s:ance St>rvi-:es p,oviCe:: 0"'/ lhe Ccmpary 

Pr .a:~ Ur• ;. 'w IV~tt leasec hne oirec!ly conrwc:,ng rwo pem:s 

P•c~•si•Y1,r-1 Trie precess ot ,:, 111:u·ll'J a camer's ser-.r:ce !O an enc user 
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PUC A stale reoutatory oooy err.powe,ea 10 esta.bl1sn ancl enforce rules ano regulations 
govem1n9 potil,c util,ty compan.es anc otflers, sucn as tn.e Company in many ol its state 
,unSdic'.ions 

RBOC R~1onal Bell Ooeratcr'Q Comoany - Any ol seven reg,onal BeR r\c*.:1ng compan,es tnal 
me Consent Decree es:a:>usnec! :o seNe as i:iaren1 companies lo, the Seti ooerating companies. 

Rearr/ltfle An lntiound 800 ser-11Ce otlenno provl(led by AT&T. 

SON The AT & T Sotrwaie Oe!ine<l etNO!'t 

Sorin: Spnn1 Coq,ora:.on 

S51 S nahno Sys:em 7 

S" tcrung Equ,:;ment. ;., computer :na1 c,rects :e•econvnunication tra ,, 1n accorCal'ICe 
Wltfl ,.-ograrnmea ll'ISITI.IC'J Ol"lS 

Tanlf The scnecite or rates 1r:-:3 rec;; .1•aicns se1 oy communlcaoons common earners and fi!ec 
'ML"I tne aoprapnate Fecerat ani: sta1e r~1..ta1ory aoenoes. tr\9 pubhsnea olfloal list 01 cnarges, 
terms a cor.ooons ooverrung prav1s1on ot a specrfic communlcat,on seMCe or lacillty, whicn 
~,.mcttOnS m lieu cl a cont:ac: ce1ween trie user and lt\e sUOOlier or earner 
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rTEM 2. PROPERTIES 

The Company leases tacihties tor rts corporate orfiUS in New Hope. Pennsylvatua ano teases ouie, 
properties in the Cities in wtlictl OBN swrtd'les are being lnstJ.lled. The Company expec:tS to enter Into 
an agreement to purchase a 2,.000 square loot laclllty In New Hope. Pennsytvanla and cunently ptans 
to relocate its corpotale offices in the second hall ol 1996. 

ITEM 3. LEGAL PROCEEDINGS 

The Co"l)af,y is a pany to certain legal actions arising In tn8 ordinary course ol t>us&ness. The 
Corroany believes ttlal tho ultimate outcome ol lheH 3ctions wl not 1esul'I in any bbllity that would 
nave a ma1ena1 a12verse ettea on the Con1)any·s finarcial condition or resullS ot operabOns. 

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 

No rr.aners were sut>mrned to a vote of secunty holders dunng the lounh quarter ol tne year ended 
December 31 , 1995. 
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EX ECUTIVE OFFICERS OF THE COMPMlY 

r~e e, ec .. :i .e cr'cers of L"',e Ccmpa111 are as lolio" s 

------"= ----- ~ _____ .c,••:e"'"'~"-------

Dar- el Bot S,C'..., 3J Chairman OI tne Board, Chlf:I Elecutive 
Officer and O11ect0t 

Ga-y 'I , I C1. a 36 President al'ICI 01rcaor el Sa'es and 
Mar'Ke11ng and 01rec1ar 

Emanc.e J OeMa,o 37 Cruel Operations Olficer ana Director 
Jose:m A 5-;rierJ, 37 Cruel F1nanoal Officer, Treasurer ano O,recior 

of Im.ester Re!auons and 011ector 
A~o1s . .;s T La ... 1. I J 37 Gene,al Coun~I and Set:e1ar1 

Ke"1n R l<e'lt 31 Controner 

Oanl•I Boris/o w ~tr Be, s!C 'N tounCed 1ne Corr::;any an<: has served as a director anc as Ch1e1 
e,ec.1:i,e O.,ieer 01 tf'le Cor,,:::anr snce ,ts mcep11cn m 1989 P'lor 10 taunaing 1t1e Con.>any. Mr 
Bors!cw lormec and mana~ea a ca:ile constructlOn company. 

G11ry w. McCulla. Mr McCulla current.I f serves as President and Director or Sales anc: Mar'Ketll"!Q. 
In 1991 , Mr Mc:Culla lounaea GNC a was rts Presl(lant. Until Mareh 199J, GNC was a pnvately-he:d 
maepe ent mar'KetlrHJ compan)I and one ol ttte Compan)l'S partitions Al tnal 11me. u,e Company 
accwec cMa,-i asseis or GtlC. Pr,o, 10 !oure!lng GrlC, tram 1988 througn 1991. Mr. McCuna served 
as ice Pres.cent ana Cnu!I F11 arioaJ Officer ot the Harvard Grouo. a New Yarlc-baseo mar'Keting 
servces comp.an)/ 

Emami•I J. DeMa/o Mr DeMar0 ioineo u·e Co pany 1n Fetlfuary 199:2 and C\Jrren1ly serves as 
Cn1e! C)perattons Officer Prior 10 101n1ng the Company, lrom 1981 uirougn 1992, Mr. OeMaio hf!la 
vanous lecM IC31 and mana; enaJ pos1t,ons w,t/'l f\T&T. 

Joseph A. Sch•nk Mr. Scrienk ,caneo u,e Company 1n JanL!ary 1996 and C\Jrten1ly serves as Cruel 
Financial Officer ano T,easurer. He 1s a cemtieo pot>Uc: acc:oun1an1. From Septerriler 1993 to January 
1996. Mr 5(1'\enk was Vice Presicem. Capital Markets GrO\.-:i, With JeNcries & Co Pre\llOusly. Mr. 
Schenlt Has Vice Presic:ent ol Transcap Assoc1a1es, a venture capital firm, a he!C vanous roles wnn 
Price Wa1emouse and Delaine & Touche. 

_. ,oyslus T. Uwn, IV. Mr. Lawn joined the Compan1 in January 1996 ano currenUy series as 
GereraJ Cc.um.el ano Secretary ot tne Company. Pnor to to•fllng the Company, trom 1985 tnro,.:on 1995, 
Mr Lawn ,...,as an ar.orne)I at and srnce 1932 a partner 01. the law firm or C1ar1c. Ladner. Fortenbaugh 
ana Young, Phlladelpn1a, Pennsylvania. 

Kevin R. K•lly. Mr Kelt)I j01ned !he Company 1n April 1994 and currently serves as Coniroller. From 
1987 to 199J. Mr. KPll)I held vanous manacenal posrt10ns w1u, a major put>lic accounting firm. Mr. Kel1)1 
is a certJfieo Pl.lt>lic aceoun1am. 
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PART II 

ITEM 5. MARKET FOR REGISTRANrs COMMON EQUITY AND RELATED STOCKHOLDER 
MATTERS 

The Company's common sloek, S 01 par value per snare reommon S100:·1. rs traded on the 
Nasdaq Na1101\aJ tA.af'<et, and n.gr, ano low Qucta110ns listed below are actual sales pnces as quot8CJ kn 
me NasdaQ Na:ional Maskel under tne symool -r Au<. - All ol tne following auotaiions nave oeen 
aaius:ec, to ,enect 1ne three-loHwo stock sp111 ol the Common Stock 1n tne !orm ot a 50% stock divioeno 
ltlat occurred on March 15. 1996. 

1995 

FO".U-.tl Ouaner (lrOl'll Septer.it>er 20. 1995). , , . 

1996 
First Quarter (ltlrougn Maten 21 . 1996) . 

Pnc.e "-nQ!OI C.0- $lock 

~ L-

SH S8 

15'h 

As 0 1 Maten 21 , 1996. there were approumatety 12 rec.ora rlOiclers cl Convnon Sloek. 

The Company amen y intencs tc retain alt Mure earfllflOS tor use 1n tne operation ot lts cusiness 
ana, inereto,e, ooes not antiopate paying any casn a!Vldencs in the loreseeab&e tuture. The aecfarat10n 
ana payment 1n tne Mure ot any casn dMOendS win c,e at the election ct the Company's Boaro ct 
Directors and wtl l aepe...a upon, among otner tnings, me eamltlQS, caortal reau:,emerus anc: fu\anoal 
poS/tlOn ct tne Company, e•IS?M'IQ anator tutu·e loan covenants and general economic: cono,nons 
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA 

The se'ec:ed consohca:ec f1nar,c;:al aa1a snoukl ~ read in con~1on ~,tn. and a1e cual :f,ea ,n 
tne1r er t1rety by, ~t.tanaoemenl's 01scuss1on anci Analysis ot F1l\VIC1al Cooot.on anCJ Results ol 
Operatcns~ and me Comoany's ConsohClated Financial Stalements, related no:es and otner llnanoal 
1nlor'Tlclt1cn 1ncludea elsewhere 1n tnis Form 10-K. 

Consolld.lted Statements of Income Data: 
Sa!es . 
Cos: ol sales 
Gross profit 
Selling. general anc1 admil"llstta:ive eJpenses. 
Operallfl9 ncome .... 
O\rler Income, net . 
Income be'Ofe tt'ICOme ta,.,ies . 
Pro lcrma provtSIQn let income ia.,;esllJ 
Pro torma net income(l ) . 

Pro torma net income per sna1e(1)(2) 

We1c;1n:ec averaoe common anc:i cotTVnOn 
equr.,alem sMres outstandlno{2) 

ConsoUdaled Balance Sheets Data: 
w oriano caoi tal (deficit) ... 
Total assets . 
Lono•term deb!. . 
Total S!Odd\Ok:lers· e(IIJlty (Ce'iol ) .. 

~ 

S 10,988 

~ 
1.559 

~ 
259 

__ 1e 
m 

__ 1_11 

S 166 

S 0.01 

14.375 

_!!!.!_ 

s (64) 
1,968 

(6) 

y_. !l"IOadO.C .... ti.rJ I 
1n2 1Hl 1"4 _..!!!L_ 

(ln~,.~.-,.~i,I 

S 17,668 S 31.940 S 82,835 S180.102 
14800 ~ 70 10.: 156 12 1 

2,865 5.225 12,731 23.981 
_____!_.:!Z§ 2060 ~ 6280 

1.389 3,165 9.289 17,701 
__ 32 ___!.Q!! ~ ___.B!. 

1.421 3.273 9.355 18.032 

~ __!.W! ~ ___!till 
S 8S3 S 1 964 S 5613 S 10619 

S 006 S 0 13 S 0.37 S 064 

14375 14.726 15.331 16803 

AIDec~ ll 

_!!!!_ "" ~ ~ p11~11 

s 1.312 s : .502 S t2.265 S 38,1 71 
2.178 6,69J 21 ,.tJS 71 ,388 

1,41J J .687 14.042 41.314 

jlJ f o, ~ 1t ar\ aric!W\Od tr-o.d0.Ctrttf J I. 199 1. 199c' . l"J. IW. lrdSc(...,.,., 19. 19')5 NPf~HorCc,w1::o-, 
...aec: lCI ~POI'! &I Ill S c.ort)Ofll,Qn lo, i.delal .,,0 IWt ll'CQt!'lt 11,,11 IUPOM• ~ - - P:.otceUiilf Co,po,a!IOf'·1 
~~C1"1tor 1e~ll\¥UolN~lta.oaoll- ..,a-~..-c:c:imt ta.ort~ Theprv 
torm.lrtCOIT\tta.o t1,..!1«;'11Nt&.on O".a:~nr.-e0Hl'IICCl""-Ad ll tl"lt C,::wr(any l'l.:l ti..::adlD~.U I C~r.o-\ 
S.. 1o01, 7 w: 171t eon.o.c.1913 f"'-61'C011 St.11-nts 

Q') ~ I ;i,-o '°'""" ,,., n:.omt Oto' ll".atl .WU SCi !5 It'd s.oa, I I 0.Cr.Cie< 3 1. 199-t anc 1995. fttOK!l',,t/)' 
s..c.o-ut ;l'"O ~ ~ .rai,,,e t)tf" lftaf t ~ 0Utd Otl !1'111 -'(1:\«1-. ruffltl of M'IAl"H Of CCltffl'IOl'I 111:ld! _.., 
1»"ffl'IOl'l\l«kMµV&.>..,qusac3..,N~clp,1:1bm,,r.rtircome~w,, 11s .JJ 1 1rd 16.803vo11,1a:0«.eff'eer 
3 1,1 9i-'anc l P9~ · • ~ ) Cllu,,C... tt~lt,dnurr()efof tr.atu ir-aiWOIAd ne«i lDblloloit,r lN~ ..,o,oe, 
IC "-"d :l"lec.a.'1" dl1~ot $.t 5 1"'6on m.a. .nCCtV'ltOOl'I ~d"le~fl'(l ttOroa,ulllOIIUIClo.A t 0 0\e C1tOtt«n 
"' N ot1111A1rM:1ic ofttn"Qon~c'0.1m 
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ITEM 7 MANAGEMENT'S OJSCUSSION ANO ANALYSIS OF FINANCl.t.L CONOITION ANO 
RESULTS OF OPERATIONS 

T"'e to11o....-.ni; d,!tCussion snou\0 oe read in eon1unct,on '1¥ .. lh me Consolioa•ec F,nanc1a.t S1a1eMen1s 
(inc:.uCl"Q :ne nc1es t"lereto: incluc~ elsewr-tere 1n lf'hS Form 10-K, 

lntrOductlon 

tte CoMOany was lounae<: 1n 1989 as a S\llil tChless reseller o• AT&T long d,s1ance seN1ces 10 small 
a."'\C ,-,ea ... ~s.:e<l ous1nesses. ln 1-ie tn1rd cuaner of '996. in connec110n WJli !he Ceployrr:ent o! OBrJ, 
lN! Con::i,ar.-y e•:iects to ccm:iie:e :ne ms1anauon 0l 11s five Ai & T-manutac:urea S'NTtehes , terming a 
nat onw1ce IOflil c,s1ance ner,.orl( 

The Comoan{s sales 10 aatc riave been denvea lrom the resale 01 lc,ng a,s1ance seMces. The 
Cor-i.,ar{s c:JSI 01 sales cons.s:s p,,nopallf ol c:,arges for bunc'ea Ion; a s:ance services. as cnargea 
oy ;.. T & i oan,:10n cnarges. ne1 ol usage ana omer discounts. wruch are oasea on trie usage 01 
par. :,ons ant: end user Oi!!n"IQ a,c support. The Comoany be!,eves tha t rus1orically, tne competitNe 
:erl"T's ol 11:; :ant's wi tn AT&T ana its at111Jty to manage an:J d1s!nt1ute data are tne pt1mary reasons tor 
its sales increases, In 19n, !/'le Company negot1a1e:J a comrac: tan ti with AT & T, resulting 1n tower rates 
than ITS :i1e~·1ovs tartts In .Ju•y 1994, the Comoany ootamed two new tantts w11n AT&T, resulung 1n 
1:.r:"'.1r re::~ec 1a:es tor the P. T&T-SON se-vice a-,a c:i-n:,et1tNe te1ms tor AT&T 800 Service. w"licn 1iie 
Conpan1 trien oegar. to market act,vety. 

MMe 1tte Company has oeen successlul ,n me past at ne-;;o:1aung ,,.,tn ano oc1a1n1ng new ta1.tts 
tror- ;. r a, i al tavo•aote rates. me Company 1ntencs to lessen :Is dependence on sucn AT&T 1antts t:y 
0ep1oy,ng OBN to reduce costs 1n trie future. As a resul! ol :ne aeploymem ot OBN. the Company will 
pay -unoundled" charges. payi~ access cnarges d1rec11y to LECs and cnarges lor use ol trie AT& T 
nerwc fl< ttar~ss,on tac.hi.es a1rectly 10 AT&T The Corroat1,i will a1,01a oa-,,ng tne all•inclus,ve 
"Cl..'"'Oec:1- c· ar9e 10 AT&T u'\Ccr AT&T conlract 1a11 t1s !er s.,.,:cn1ng ano ttansm1ss10n sen es ano 
caymer11 ol LEC access fees The 10:al cos: per call 10 trie Company tor sucri "unoundle:J" cnaro~s al'ICl 
OBN"s o,emeac 1s e, oet1~ to oe less inan 1r-e "'Ou 1~ ·· cr,arge currently pa,c 10 AT&T. 

Oe:; o1ne-,: 01 OBN 1s also e, :iectec 10 increase me Comoany's gross profit as a percentage ol 
re,.-e'lue ·-gross -nargin"J. wn,c"I nas cec~n~ over tne oast tn1ee years, Gr:,ss marg n nas decreas~ 
as a res .. t 01 me Compants c:<erng higner volume 01se:iums to new anc!,o: larger oar.11t0ns Suen 
d,SC:)1.1.,ts rec ~ce :ne amour,t c,-.a•;e:J by tne Company to me oanruon The Com;lany e,~c:s !O 
incease ts •.,·.,ss marg,n as a rt;tst.l l ol me ~ wer cosis associated with oro,. ,omg servlC'es on OBN. 
1--'o,,-ewer. ooe·aMg 1n:ome rnay nol e,penence tne same rate 01 growm r>ecause 01 1nt~easec 
e•~rses reia·ec r,ot on!)' tc opera· n,; anc mam1a1nmg OBN anc convertm~ e•·st,ng ena users :o OBN, 
out a;so t·. e ccsts assoc:a1eo t.11" :r,e Company's e•0a.,s10n ot its o.1ect mante11ng e .. ons anc oe.iv~,., 
ol Ci? se"l'tes 



The following table presents tne Company's sales, operating W1COme aoo p,o fcm\a nel Income by 
ouarter Since the ftrst QUatter of 1993. 

1993: 
Ma:ch 31 
June 30 ....... . 
Seple/'l"Oer JO 
December 31 

TO".al. ••••• 

1994: 
March 31 ..... .. 
June 30 ..... . 
Septerrt>er 30 
Oece<T'be<31 

Total ...... 

1995: 
March 31 .... .. 
June 30 .. 
SepceJ'T'()etJO 
DecemDer 31 

Total •....• 

--

Results or Operation• 

_!!!!!_ 

··· ········ ··· ·· s siso 
6,493 
9.02• 

___!,!,.!ll_ 
S 31,940 

. ..... •...• . . • . . $ 14,413 
14,705 
22,521 
~ 

S '2835 

S 36.617 
44,728 
48.366 

~ 
$ 180.102 

- ...,_ - ~ ;;;-;;;;;=; 

484 295 
701 423 
945 570 

~ ___fil_ 
S 3.165 $ 1 964 

s 1,806 s 1.092 
1,646 1,102 
2,608 1,573 

~ _____!M!_ 
S 9,289 S 5,613 

s 4.213 s 2,555 
4,855 2,897 
4,008 2,519 

~ ~ 
S 17 701 S 10819 

The blowing table sets lcr.h !or the periods Indicated cenarn ftnanoaf cita as a percema,ge of 
sales: 

Sales 
Co.~'Jlsa!es . . 
Gros.sprofit ........... . ... .. . . . .. . .. . .. 
Sellmg. general and acmcnrs:rat1ve eipenses . . . . . .•. 
Operating lnecmo . . . . . . . .. . . 
Qt.her lneorne, net. . . . .. . . . . • ••.• .• • . • ... . . •• . . • 
tnr..ome before Income taxes 
Pro torma provision lo, Income taxes . .. .. 
Pro tomia t\el Income •.••• 

~-•-ot,...., Vw Enckd~ l l 
___!!!:!__ ---1!!:L-~ 

100.0% 
____lli_ 

115.4 

--·-··-10.0 
__ 0_.J_ 

10.3 
__ 4.:.!.,_ 

~ 

100.Cffll 
___ML. 

15.4 __ ._2 _ 
112 

__ o_.1_ 
11.3 __ ,_.s _ 
6.8% 

100.0%, 
_.!!LL_ 

13.3 
__ 3_.5_ 

9.8 
__0_2 _ 

10.0 __ ,_.o _ 
6.0%_ 



YNt Endtd D.c•mbef 31, 199-1 Compartd to Year Ended O.cember 31 . t995 

5a/el Sales increased by 1 7 4% lrom S82 8 di.on 1n 1994 to S 1 eo l 1'"111hon in 1995 The 
increase 1n sales reta10Cl pnmanly to tne con!lnued expan51on of the Company's s:rl(xjben nerw()t1( of 
panruons, as well as u,c.reases in tne numoer ol end users ootalned oy tne Company's e.us!lng 
part111ons As a result el the !avcra:ile contract tantts obtained !rem AT&T, wr,cn took ette-:t 1n July 1994, 
revenue lrom marketing 1nooum:; 800 serv,ce increased s,gn,fic.anlty in 1995. :c:a!ing SSS.6 million tor tne 
year ended O~emoer 31 , 1995 ana accountino tor app,eiurna:ety 30.9% ol 199S sales compare(! to 
S7.9 million. or 9 S% ot sales. 1or tre year enc:ed Oocemoer 31, 1994. The Ccmpany·s revenues to, 
rmvate lil'le seNices reoreser.te<I aoo,oa1ma1e1y 1 O 2% ot 1995 sales CO'TtPared 10 an 1ns1gn1fican1 
amount lrom suet, ser11Ces in 1994 · 

Allnough tne Company e,::e-c:s sa es 10 rl'\Ctease tmolJl;in tne a0di110n cl ne·N partitions. the growtn 
ot end user tiusiness tl'lr~n e•1Sl,nq par:111ons. Ille Company's direct manteMg ettorts ana possible 
1111ure acqu1s1110ns. tnere c.1n be no assurance ll'la! me Ccmpany ....,11 eont,nue 10 u,c.rease sales on a 
quaneMo-quarter or year-10-Jeil! bas1~ .. In adei110n, dunng tne transition period 11"1 wtucl'l e,;1s~ng encl 
users are 1ranslened 10 OBN. me Company may e~penence mcreaseo encl user ann11on. 

Colt of 5.Jtes. The Company's cos1 ol sales increased by 122.7%. from S70.1 mtllion 1n 1994 to 
S 1 S£. 1 million 1n 1995. pn~ ar ly as a result ol iM 1nc·ease m sa1ds by 117 ;:~ Cost ol sa!es as a 
percentage ol re ,enues 1nc:easec1 a1 a h1gner ra:e tnan saJe:i oecause the Com:;any otte,ea in;ner 
volume d1scoun1S 10 certain cartI110ns. 

Ooe1at10n ol 11s own s·"' lt-"'es and network will reQwre lhe Company 10 mcur sys:ems and 
eQu pment mamtenance. lease. and network personnel elpenses s "ll!icanlly aoove the levers 
n,s1oncany e,perience(J Dy me Co,rpany as a s.,.,,1cn1ess resener cl AT&T seMCes However. these per 
call costs. 1n amti-na11on wtr, ··unoundled" cria,ges paid to LECs ana AT&T, a:e exDee.ed 10 !:>e less 
tnan tne per c..111 co~\ cuuen11y 1nc1.1neo by me Comp2ny as a s-...,1cnless reseller payino "'bundled"" 
cnarces 10 AT&T. 

Gross Profit. Gross profil decrease<J from 15 .io/,. ol sales !or tne year e"\Oe<I December 31, 1994 to 
13.3% cl sa!es tor the year enced Oecemter 31 , 1995. The decrease m gross marg,n was a!tflbvtatlle 
pt1rr.a,dy to tne acsc1111on ot new oanr11ons who 1ecerved nigher volume d1sccun:.s. ~ lhng costs remained 
re!a:ivety constant as a percen:age ol sales Clunng tou, or tnese penods. 

To me eltent tnat tne Company otters seMce 10 new ano ge· par .. ~ons at 9·ea:er volume 
cisccun!.!:. cross margin may con:.nue to dec:1ne 1n 1995 lh1s further po1en11al oe-:1,ne 1n cross margin 
m:Jy bo 0Hse1 b/ 1.'ie lower an11cioated cost5 ol ::iroV1d•ng sel'VICes on oar~ Hcwever. tl'le Com;:>any·s 
oric1r,g 10 11s e,a ose•s may •ace c~mpe11:rve pressure. wl"lic.., may mote th.:!n c .. se1 u,~ e, cec:ea cross 
margin ,ncreases 

SeQ,ng. General ana Ac r11su,wve £.rpenses Sellir-o. cerieraJ af1d ao:runistra e e-pense> 
1nc•cased by 82 5%. from $J .1 m,!l,~n 1n 199.1 10 S5 J m1l!10n in 1995. b\.11 cecreaseo as a percen29e 
ol sale:. from 4 2% 10 3 5ft. Se'hng, i;;eiieral a acnunis1ra!1ve e•penses cecreasea aJ a percentac;e 
OI sales due to the Company's ao.:,:y 10 spread 11s overneaa e,;:ie"lses over .J larger sales base. The 
Increase in se!linq, lj,eneral anc acmin1stta11ve expenses was aue pnmanly :o tne increase rn personnel 
from 27 10 37 'Jmployees. res .. · , ~ 'rem the 1nc·,.aseo aarnini~:,a: ~e ar.d n.ana;emenl demanc:s on tr.e 
Compaq· as •I has grown al"l!l an ,ncrease ,n tees tor pro !ess1tnaJ services. 

The Corr;any e•PectS se ,r11; , i;e:teral anc acm1n,s:ra1Ive ex:>enses :::, inc:1eJse as 11 sr-;:i•emems. 
operates an.J ma,r•a1ns OEN In a: c111on. 11 1s ex;>ee:ea tna! sell1:'!Q, c;eneraJ and acm.n.sttat e 
expe"IS9s H,11 incre.J.Se as a "e1cen1age ol sares as tne Comoany eYtia!iC'> •IS eirect mar1<etin9 efforts 
Tht:se e~orts wdl r~wre acc,~onal ;>ersonne1• equ1pmen1 and su::iPOft. e acc1t,ona1 se!linq, general 
and ai:imin,stratr,,e e•penses may tie cttset cy me increasea sales a:,a pr:;f.: gamed as a resu't ol the 
1mp!ementa110r·, ct tt.e comporerts ol t.''le Conpany·s sua1egie plan, OIJf increased ccsts may na11e an 
adverse rni::ac: en resu.ts 01 c;::era:ion::. uru1I OBN 1s lul1y impleme"lted ana <? 11s:1ng ef'\I! ..:sets t:ave been 
trans;l1onea to OBN 



P·o Fotrna tncome Ta..es On June 1. 1991, me Company . ..rm tne cons~nt JI its s~c ~ ers. 
e ec:Nl 10 De iaiec as an s Ccrpora:10n As a ,esufl or lhe e:ec:,on, au earn, s 01 e P,ec:~e»01 
Cc;rpo,a: on were ta.tea Cirec"Jy to :ne siocknolaers. Aa:crcu,cty. me statements ol income. pnor to tne 
ter":"llriaLcn ol :r-e S Ccr:>arauon s1a1us on September 19, 1g95. Cid not inc wee provi:sions !ct lf'ICome 
wes Pro •orma income w o,cv1s1ons nave oeen cakula1ed as 11 tne Comc:any's resu.ts ol operauons 
..,_, e,e taJ.Wfl as a C Ccrporatton uncer tne tntemaJ Re,enue Coce IOt alt pel'IOOs o,esanteo. See Note 
7 10 Consoli<:ated F,nanoal Statements. 

Year Ended Oece--nber 31 , 1993 Compared to Year Ended December 31 . 1994 

SiJJes Sales inc.reasec: ~ 159.3"-. 'Tom SJl .9 rrun,cn in 1993 :o 582.8 rnlhon 1n 1994 The increase 
in s.ales re1a1ea pr .manly 10 the commue<I e.apans,on ct tne Companv's distnbut1on ne:woo.. c l Part1t1ons 
as w~I as ~eases in L"te numtler cl orcers sutimmea by tne Comoanfs e.a1s:ino partitions Sales :rem 
ma.rketlflO inoounc 800 ser-11Ce oecan n Jul i 1994 and tota'eo S7 9 miUIOll tor tne S11-mon1n penoa 
encea Oec-e-rrber 31. 1994 

Cast ol Sdles The Company's c.ost ot sales increased by 162 4%, !rem S26 7 mil!10n in 1993 to 
S7O 1 m.lbO:i in 1 • The rnaeille 1n cos1 01 sates resulleo pnmanly trom tne increase In sales cl 
;.. & T-SDrJ ano ,r-coi..nc 800 services Cost cl $ales as a percentage of revenues incteasea at a n9l'ler 
ra!e man sales cecause me Comoar,y olferect h1Cher volume O1scounts to cer".a1n parutrons. 

Grass Prof: : Gr:Jss ~cfil cecreasec lrom 16 4%of sales 101 me yea, en<!ed Decemoer 31 , 1993 to 
15 .: "la 01 sa,es lo,• e tear enciea Oecemoe, 31, 1994. The oeoease 1n gross maroin was attnbutaO!e 
pnmanly 10 ine aoc:,110n ol new partrtions Curing me th1tO and lourtn Quarters c l fiscal 1994 that receivect 
1r.creasec ~I\Jmi C:ISO:k.Jnts. BJtino costs rema,nec rela1,vely constant as a percentage of sales O1,.111,ig 
b0111 ot tr-ese oe--.c::c:s 

S""" fieneraJ ana .ACmm1s:rat.Ye Exoenses. Sell,no. oeneral ana acmin,sttatrve e1toonses 
,r-,e.-eased oy 67 1%. 1~ m $2 1 m111ton ,n 1993 to SJ 4 m,lhon ,n 199-', bUI cecreaseo as a percentage 
ct sale-s !rem 6 .sa.. 10.: i-r.. Seti.ng, general ana acmm,sua!Ne e.apenses c:eereased as a percentage 
ot sales as U'le Comoany so,eac tts overl'leaC! costs over a taraer sales oa.se. The increase in seDing, 
i;;eneral ano acm.n1stra~e e, penses was Drsmarily Cue to Ille increase ol personnel 10 sttengthen tne 
Corrcany s rr.al'keuno. pat\l1ion a:ia ena user supoort efforts cunng 1994. 

Liqu idity and Capital Resources 

T'!e Company consumm.:1tect 11s 1ni11al public ctfenno ct J . .:so.000 snares ot Common S10CS< 1n 
Se;:i!emcer 1935 The Como.iny ,~esved net p,oceeos lrom sucn otfent'I~ ct a001c•1ma·e1y ~ 2.9 
r-~llion. cl ,.r..cn S.:. 5 m.11,on was usec to oay the l'l"1nor1ty siecknclcer of t.~e Predecesscr Corporation 
1n connec:,on Witn 1r-.e reorgan1za:1on ol sucn Pre,Cecesw Corpo,a110'l 10 lorm lhe Comp.any 
l"Aeor'.JamzatJon") . See Note~ l (b) anc 6(Jl 10 the GonsollCated Financial S1a1ements. As ol Oecemoer 
J1 , 19S5, me Co~ny had casn anc: cash equivalents ot aporouma1e1y s..: 1.2 miUion. 

In corr-~,cn ,.,!, ine Reori;ar :atron. 1he Compariy made Cistnbut1ons 10 i1s iwo IC<Jnding 
s10Cknek:ets, Mr. Daniel Bo•,slcw anc Mr. Pau1 Rosenoero. Mess'$. Bonslov, anc Rosenbert; recetvea 
Cstritlt.ticns :ons1S:,ng cl the Predecessor Corpora1,c1,rs 1995 W:abla income tnrough Sep1emcer 19. 
1 !i95 less ~pre• m.a:ety S 13 2 million .n P'ev,ous advances to sucn sloe ers, wruc:, ad-lances we,e 
ceemec re::aM:I tly sett,r19 ctr sue.''\ c,s:ti!lutions ac;i:ains1 lhe ad ,ances. The Company's 1995 taJa e 
uicome Wout;in Sec1emoe1 19. 1955 v. as app•ox:ma!ely Sl J.2 milr,on. As a ,esult cl tne Reor4amza1ion 
a."ld tne cr-.ar--9e ct w s:atus cl u,,:i Pre<!ecessor Corporation from an S ccr?()f3t1on to a C corporation. 
ir-e Cor,pany re:ognized income lor lec:eral and s:ate w iJUfP')'Ses In tne .1mount cl a;iproi.1rr..a1ely 
StS.O m.!1,on, :ne t.u on .,_,n,c.n was aocro1t1mately S6.4 million. The income ... 111 tie recognized. ano the 
tclJI wilt be requirl!O to tie paic, over lour years. Pursua111 to the Ptan. the Compan·, has guaranteea ltte 
c.ol1oall0ns o' u-e F,ececeuor Cor;x:.ralJOn 10 mdern:-Jly Messrs. BoriS!ow and Rosenberg lrc.m any 
a~1tional :a,es. lf\tetesl o, penall1es res1..ltlng lrom (1} tn:J operal!Ons ol tl'le Predecessor Corpora!ion 
Curn'IQ me per'°° 11 was an S corporal!On (MS Pen?d"'l ano (H) ta.a returns. scnedules an<J reports 
oreparec or filed oy IM Pre<lecesscr Corporation anct utilized 1n preparin,o tne personal 1.u returns ol 
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Messr.. Bonslow and Rosenoo,o w:ucn •ncluaa any poruon ol tne S Penoo Also as pan ol tne 
'1eo~ar,1za11on. Mt. Rosenoerg ei crianged all ol r11s shares ol the Predecessor Corpora11on tor 
3.795.000 shares of C<.mvnon Stock of the Company. 5-1 5 m1tt,on in easn plus a not~ 1n tne onginal 
pnnopal affl01.Jnt 01S69 million. oeanno 1n:eres1 a1 :ne rate c l 10.0% per annum. Ounng t.'le quarter 
eni:ec:l OetetTVJet 31. 1995. lhe Company paio the first 1nstanment ol 5979,000 due under u-.e terms ol 
tne ncie In January 1996. tne Company paid tne remaining balance ol ~ .921.000 (a S 10.::>00 Olscounl 
lrom tne m1eies1 0'..e on IM ong1nal note) from operating eaSh flow suosec;uen! to the initial public 
oHenng 

Suice l!S 1nce~1-on, tr1e Company has fundeo it:; operations prrr.ar.11 trom eaSh gener..1teC1 by 
00e1a11ons an<l, •o a le!.ser e•tent, at:vances from stockhOldern ancl r;anlir. t>c·ro .... ,ngs. The Comcany·s 
ta.sh now prov,cled oy (used 1n) operatJons was $24 5 mllhon. S l.6 m lhcn an<l {S585.000J !or tne years 
ended Oecemoer 31, 1995. 1994 and 1993. resPec".JVety. Aoc:ounts recervable anc: par-.ruon payatlle 
lnaeases are pnmar1ly cue 10 g,o·....ih over the prior year. Increase in income taxes payable 1s pnmanty 
Cui! 10 me Predecessor Corpor4:ion·s 1erminai1on ot rts S Corpora:1on erection See Note 7 to tl'le 
Consclo<lat&d Financial Statements. 

The Company's work!l'IO C3D1tal was S38.2 mili,on and S12.3 milt.on at Oecemcer J; , 1995 and 
1994. resP&Ctivety. The s1onrf1C.1nl increase 1n wortt1no capital 1s pmnat1ay a result ol tne cornple110n cl 
the Comoanfs 10Jl1a1 pubLc ottering. 

On Maren 25. 1996. tt1e Company fitea a reg1s1ra1JOn statement wi:ri 1ne Sec:.mt:es a!'lC! Eic!'tange 
Com.'n1ssion 10, 1t1e ottenr.o ol 9,000.000 snares ct Common Stock f'Offenng"). Qt me 9.000.000 snares 
oe,no otterea, 8 ,250.000 are ceino ottered by !he Comoany anes 750,000 sha1es are being ottered by Mr. 
Bclr:slow The Company also nas oranled to tne underwnters an erallctment o:itJon covenng an 
aoo,11cnal , .JS0.000 shares cl Corr.men Stock. Ttie Comoany e,pec-:s tr.e Ot!ettr1g to oe completed 
Delore the encl cl tne s~n<J quarter ol 1996 

n-e Company 1ntenc:s 10 use u,e p,oceeds lrom tfle Ottenng to • .J tne tolloWltlQ {iJ ac!Vanc.es 10 
new oarU,ort$ :o enable si.cn partil,cns to Pdi outs:anellng balances ~ue to tnetf ei1:;11ng long a.s:ance 
prov e·s tn artier for sucn new pamtions 10 move 1ne1r enc:i users to !he Company·s service anc In 
contnuea advances to e.-,s:.ng oar: itions 10 suooon their mar1<e:1:io ettcr:s. (n) orOOJremcn: cl aaaJ?J!inal 
t.a,c,_.a•e ana sortwa,e to er:nance OBN and aed,:JQnal cos1s ot con~ersion to OBN. (111) ec;u,pment 
r-e:essary lo· me 1n,113I ce,e1cpne,.1 ar. 1mplementa1,on ol t.'le Compan~·s CT? seN1Ce1. (rvJ e,oenses 
ot 1r-•tia·•ruJ anc pro.i::::mo creci -ar1o. e:1r19 actMt,es, ari: (v) gene1a1 c-.?Crate ou-pcses an:: possible 
tut~1e a::;u1srt.cns Ur BcrsiC'N ,. 'I .JSe a PO ~-on ot t:ie pioceec:is 01 :ne sale o• 'l1'i snares cl Common 
SI ·o repa p rus omen 01.:!>lan :,'19 inceo:ec:ne~s 10 the Comoany .n u,e principal a ur-: 01 S5 O 
minJOri 

T!-e Co'Tipany 1nves:ea net :asri 01 S2 3 rni :hor: m ea:rnal et:t. omer 1 dur1r:g tne ;.:ar encea 
Oecer-oe· 31, 1995 cl .,.~ C'l S2 O mill,:,n was usea :inmar1t1 /or oeoos.:s en :r:e A.Tt.T-manu'ac:vrea 
swilc."'es ' o, OBN. S,nce :ra: 11r.-e me Corrc;any !'las inves:ed apPtO• 'ThlU~ty S8 0 tn1lhon !er c..i:if.al 
eQU·Dr-e,1 anc mstal!a11cn costs reia:,nc; to :ne C!lDloymem 01 OBl'l. a est1ma:es :r.at 1t .,,. 11 1ntur 
aoc :ioiia! co:.:s 01 \JO 10 a~:iro •1na1ely S7 0 rrall1on tn connec?,or wrth m, acau1'i,!1o;i ol aCCJ11cnaJ c,1;,i1a1 
ecu10-nen1 ana ins:Mat,on cos:s •el;uu,g 10 lf"e ceployme-.1 c l OBtJ These elpef'IC1h..:res. :otallmg 
acpro, ria:et, St7 O million. a:e :,,en9 luncea by tt,e p•oceecs cl the Ccmoany's n.11al pt.ouc cflenng 
It IS am,c Pai1e<l :nat up to '>JO O mil hon ol the PfOCPe-l!S ol the OflenrlQ #I II be USeCI 10 :,ay 'o, deoloy 
ar,cJ .nsta1t e,pa.'"LS ons of ca:,ac: ,y and voice e-,rancemen:s ol tne SM'Ctw,9 e(;t. pr-e-1 •c1 u,e in 

conr-ec:.on r.n OBIJ. St.en p_• ,a:.e5 ,. n sa: .s•, acorc• rna?elf S7 s r-:1U,on ot t:.e Ccm:;any"s 
?01,i;11on to puo:riase an aac1.cna1 s 10 O m Jl,on -:i f sw,ic: "'J ecu1t.ner1 rro AT&T o-.er 3 've-~ea, 
oer,ot: eeg·nn1:ig m ,',uous: :995 In ao:::a,t,on. tr'le C"'1"1Pany may 1l'IC'.Jr ca;:1:ai e, ~e r-ves ::: up :o 525.0 
r-111 on ,n conne-::1cn witr. tte ai:q,.·s ticn of 1eno1e SNl~h.llQ an:l otflo• e,:;1. ;:meni lo• :r,e 1m::ire~en:a11or: 
cl C7? serfltes. rncruc:ing ,1.,:;prc , rna:e~y S2 0 m un necessar-1 l0t 1:i • di :est.ng 

Tn.e Cofr'oany 1n1encs to cor:ttnue 10 crcmcte ,nc·ea.sed ma,i.e:.riJ ac:Mtes oy ce~a n ct 1:s 
,a-: t,ors aria :o ar.rac: reN oart,:10ns :nrou11n ac·,ar-ces 01 'car,s Tr-e :eta! e,:ent 01 mese ac,ances 
ar--: 'oa.,s :o,./c :,e uo 10 sao Orr 'I on. sucri a'"l01.~1 1o ou1C oe 'i.rcea us. ~ii t~e ;:mxeecs cl L"e Ot'er.ng 



lne Cor.pafl/ ~as :iegun to fl..'1-C its own ous.ness anc res.aen11al reta,t mar1te1,n; e'1ons Usn"IQ its 

e~oe--Jse anc tne eJce· ence ,;a.nee t1om suocor:.1ng 11s eA,s:ing :,an11ions. the Coricary is cevelop1no 
rts o· ... n f".afl'e: ~ •ac.•. :-1 T"le ::crpa:,y err;::•o ,s 1e1emar1te:1:,9 oersonnel. 11nplenen1s tne r~uis,te 
nar.a~enen: s1s:ens ano c:t:e•s ser,ices unce, ts own brand ACdrtlOna!lf. the Co,..pan, 1s planning 
10 e, ec~~e a ~ r~ ,esPCl'lse m.1·.,,e:1:,g pr~ran The CGsts al"C e. penses ol mese crco,ar.-.s are 
e•~ec to ao01"0• 11T.ate uo 10 S20 o m1n,on c-,er :r,e ne•1 12 10 18 months, SL.'Cn arnci..m ulO te 
11.ncea 1..5.f"IO ine prcc~ s of :ne Offer ng 

In :ne e•, e.,, :ria1 1r-e ONenr.g 1s no1 consumf".alea, tne Come any e1pec1s :o 11.na ennancerrer:s :o 
oeu ac·,ar.ces 10 oar:. :,ens. aro resicenuill and retail r,ari.et1ng eNorts lhrougn a eo,r.o,na11on ot casn 
on nanc:J. cas:i generated lrom coeratons and can~ t-crro .... inr;s under tne ccrr.mne<: l,ne cl etea11 
cescr.be!! oe,ow Oeoenaing u:,cn tre ava:lab1l,ty of sucri sources ct funos, e(per,ci,tures !or aova.nces 
10 Pil!"Jtions ane reszcent!al anc re:a.! mat1ce:1ng efforts may oe reduced 

In Maren t9%. tne Correa.~ ~ctia!OO an unsect.re-J, commnea n of creait wiui PNC Bank. NA 
rcreot Fao!il'/7 1JnC"er ·...-nicn ocr-ov-.•r.gs cl i..p 10 SSO O mil10n are avajable. The Co~ is reQJUed to 
cay an ua:tana.:y lee of S62.500 per annum. or O 125% cl me 1cta1 ava1!able bcrrOWtngs lmet"l!$l on 
bCtT~ 15 cafa!Jle monvuy al PNC Banks pnme ra:e less O 5% 0t U60R pius O 875%. at u,e 
Corca:iy's ocllOn Pnr.cpal is payat!e u1xm c:emancJ Oy PtlC Bank. Ur(lef e terms of t.'"le Cre6! Filcility. 
u,e Corrp.ar,y m,;st ma.ntain cer.a:n 8 nanoal coveriams ano aChere to certain ,es:nctlOnS At t.tarc, 25. 
1996. tt1e Company hail no bonc·.,ngs outs:ancir.g i.rnc:er tt1e Cre6t Facilil'( unoe, tne Comcany's pro, 
creo;: tao. 'r'f ....,..,, Mdan:ic Saric. HA r Pno, Crec,t Fa , ). 1t1e Ccmpany COUid bolT'Ow uo !o SS.O million. 
Ounng tne ye3J enced December JI, 1995, u,e Company bne'ly 00rra"'1!0 IIIICef a teff'CO(ary lf'O'ease .,,, 
me Pncr Crea:t Faolrty) aM rei:a.a S6 J IT'IWIOn. The OOr-O"N1"G5 were usec :o finance me payments 01 
cena.n iaodrt.es 11"1 COMec"JOn w·:ri !."le terrnna:.cn ol .re S Cor;ic;ra:ion elec:cn ~ :rie ye.Jt enc:ea 
Decerr.oe, 31. 1994. tne r;rea1es1 arr.cunt tne Company C>Orroweo unoet u,e Pnc, Cree.I Faollt/ ..,.as S.: 7 
md:!cn. wn.cn ·....as p,1tr.arJy ~ :o rr.alle ac,,ances 10 partitions 10 rrna.nce tne:r marweuno actMties. ~I 

Decemoet 31 , 1995 ana 199-' , :rte Ccmpary hac ~o ocrrOWITTr;s l.noet :tie Pnot Crect Facu.r, 

The Company ei pects 10 eri:e, 1n:o an agreemen1 to oorcr.ase a new neaac:;iuarters ouitcno rn New 
Hope. Pennsylvania !or aop1ouma•ery S1 5 m11!1on. 

II" 1 ;s.:. me C.Jmcany cncunec: a:;p,0~1matety S2 O mdhon ,n asset accu.s,tion e,:iense •e1a:ea to 
tre ac<;u1s,110n 01 ltJ~ d1Sl,l/1Ce ser'llce ccntrac: ~:mc:flQ pla'lS and ass1omer J;szs. lflduc ng tne 
ac,;;1,..s,Lcn ol cer!.a•n asse!s 0 1 Gic::al Ner ... crk Cor-mumcat,ors Inc. CGNC") 11'1 Maren 199;: lor an 
ag11re,;a1e purehase price ol S750.00\J, 101e1r.er with tne ag,eerier.1 ol Gari w McC.,!la. !r.e o-....r er ol 
GNC. 10 oecome an emPk)yee ol tne Company. GtlC ...-as a 0nva1ely•ne!d , ~enaeni marke1ino 
,;:o~a~~ ma: "'as f)ne ol tM Corr;;a.,y s oan,v:n C<JSlomers 

The Company cces not na,.,e a s~n,ficant conu:n:rai,on ct c:eaa nsk .., ,ir, ,esi:iect 10 acc01,mts 
rece,.,3!:l1e Cue to tne ta:; e nurr.ne1 cl paru,cns and er.d users comprising 1ne Comoary·s cus:omer 
ba~e an: l'le:r d spers.on across <:: ,t'erent ,;ec~1a0 te(JiOn!. The Company rra,nta,ns reserves for 
octenta1 c:ec.t IO<;ses af\O. 10 ca:e. sucn lcss.? s iia:-,e oeen ..,,!f',n :ne Comoany·s e,pec-a110m. 

Recent .A ccounUng P,cnouncements 

ln Ma,cn '995. tne F,nanoal ;.c::ouni.ng Stanc,uO!. BoMd ("'FA.S81 1ss1.e<l S1a1emen1 cl Fir.ar.c1aJ 
Acc.:n.n:.rg Stanc:ard r sFAS7 r~o 121. "Ac.:01..mmg ro• me :m::a rm-,nt of Lonr;-t.Nea Assets ar d l:>r 
Lof'.g•Uvea ,:.!.sets to oe Disoosec -,1" 1~e Compan,. ..,.,11 ao:cot 5FAS No 121 as cl Janur1r1 i . 1996 
a-,o ts mp1emt:nt.J11cr is r.ct e,::ec:i:c :o ha•,e a ,...a1ena1 e"'ect on me Ccnsohcated Financial 
Sta:emertts 

ln 0cOC€1 1995.FAS8 iss1.et1SFASN0 123. ".!.c::Qun ngfCfS:cd--Baseel'CorroflrtsallOl't."SFAS Nc 
123 e~\J.1:)/,snes a !a;r ·,atue IT-Etnod !or aCCOl.r,tinQ for stoek-eas&, compensat.on plans e,: er l~.J!.r 
rec~n, n or C:sdosure. The Corrcar,y ,ntenc:s to aclOpt t."le ert"OIO)ee s:odo.--oasea corrcensa:ion 
provs;crs 01 SFAS No 123 tr"f c:.SCOsrng me pro lonr.a .,ct rnaime ano pro !o,ma ne1 ircorne per snare 
ar-ci.m~ assW"!lng .re lair va.'ue rr,e:roo was ace01ea Jar:U.lr'( , • 1995 The a<::oo11on 01 :nis stanc:aro • I 
r,c;: r-::ac: :re CGnca~ rs co,,sol.ca:ea ,e~.':s cf ocera• ens. rnaroaJ POSl'..on er G.JS.'1 flews. 
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FIE POAT OF INDEPENDENT CERTIFIED PUB LIC ACCOUNT ANTS 

To tl'1e Boa,c ol o ,roctors 
and SrocJo: ers o! Tel-Save Holairw;s. 1nc 

wo ha ,e auoiteo tM acccmpan ymg conscLcaied oalance sneets ot Tel,Save riola,ngs, Inc anc 
su0s1d1.lfl!s as ei l December 31, 1994 ancJ 1995, and the telaIec consohc:aieo sta:ements 01 1nccme. 
s1odtn01Cers' ecuity and ca.sh nows !or each of the th,ee yea,s 1n me oenoc encec Oecemoer 31 . 1995 
These nnanc;iaJ stalements are u,e respens1tuhr1 ol the Company's manai;ement Our ,eSPOns,Olhty is 

to hp,ess an opinion on these financial statements basea on ow audits 

We concJuctl!!C our audits 1n au:ordance w,m generally acceoted auo.11ng standarcs Those 
s:anc:1arcs teQtme that we plan and pe/1orm tne auCrt to oota,n reasonaoie assurance aoout wne:l".er :ne 
l'inanoat sIa1ements are tree ol matenal missta:emem An aucII induces e•a1T11n1ng, on a Ies: OaS1s, 
ell'ICence simoorting tne amounts ana a.sciosures II\ me financial statements. An a · 1 also rouc:es 
assess1no !!'le accoontu·'l!l pnncictes used ana s.gnlfiCJnt estimates made by mana;emeni. as well as 
evah.a~ng tM over an financial sta!ement presenlaflon. We believe tf'\al OU1 a:JCIS prol/lde a reasona!l!e 
basis tor ou1 ()plruon. 

In ou QClll\lOfl, the consol!Cated l'inanoal sIaIements releue<J 10 aoove present la.ny. tn aD rr.a:enaJ 
resP«U. me tinanc1al posn,on ot Tel-5.ave Holdll'IQS, Inc. and suos.aiaries as ol Oecerroer 31. 199--: anc 
1995. anc :tie results ol !heir opera110ns ana ttie1r cas !lows lor eacn ol :he t'lree years ~ tne oenoa 
encea D«:ef1'1:ur 31, 1995 in conlom'llly witn cenerally aa;eoteo accounb~ onnoples 

800 Ser.:man. LLP 

New Yot'II . New York 
FeDn.Jary 7, 1996. e:iicept tor Notes .:. 6(c) 
ano 10 wfllC"l are datea Maren 25, 1995 
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Cunent: 

TEL•SAYE HOLDINGS, INC, ANO SUBSIDIARIES 

CONSOLIDATED BAUNCE SHEETS 
(In thoc.tUndS, ucept lot J.Nle dltUJ 

Assets 

Cash ancl cash eav,valents . 
Acc.oums recervaOle. tra~e. NJ! ol aUowance !or uncollec".it:Me accounts 

or S987 and S804, respecwely ..•. 
Aavinees 10 paMJons i1f'ld notes recervaDle • 
O\Je trom Droll.er •• . 
Prepibd e,penses . 

Total current assets 
Property ana eq1,11pment. ne1 
lntanQtb!es, net ot accumulated aJ'T'IO(tlzation ol $4 17 and S1.574, 

resoec1rveft . 
Nole receNaole !tom stod(nolQer 

Total assets . 

Llabllltles and Slock.holders' Equity 
Current: 

Accounts pay~ and acc-\JeCI e .. penses: 
Tr ...• 
Partruons .............•. 
Sales and e.,;ose ta.ces paya e ••••••• 
Other .... 

Due to ri?1attd par!ies . . .... 
Seci.mties sold Shon. at CQ!:! 10 purchase .••. 
lnccmit ta.res payalJ'e . . • . • . . . . . . . • • . . • ••••. 
Noie :i.ayanle 10 s1oclt.nolder ... 

l 01a1 cunen: babd111es • 
OeletTta CJ8Cats . 
Oe'erre:: l/'ICOme ta .. es p.ayao.e. 

i ota! liatiJ:tu!s . 

Commitmeru~ and cont,ngenoe, . . . . . 
Stoekho&ae,s' ~ U!fy 

Pre!erre<: stoctr, S 01 par vlllue, 5.000.000 shares autnonzed; no 
shares outstand,.,O. . . . . . . . • . . . . . • . . . . • . . . . .. . •.. . ...• . •.. 

Common stoek. S.C 1 par vah.Je. 30.000,000 shares aU'lhonzod. 
9.550.000 :!"\(] 19,500.000 LSSued and outstandino. Utspec"JVety ... 

Ade I 0a1Cl -1n ear,ital • 
Retamtll earn11"10S 

l otal stocknok::ers· i!q1,,ty 

Tc;i~ bao,111,es ana s:ocknolOers' eQully . 

O.C-.o.,, l l 
_!!!!_ 

11 

15,910 
1.BfJ 

-1..lli 
19,378 

466 

1,591 

$2 1 435 

S 670 
3,070 
1.~60 

es 
1,725 

7,113 
28') 

95 

.E...~ 
~~ 
S21 435 

....!!!L 

S4 1.211 

19,088 
3.563 
1,1 00 

---12! 
65.156 

2,667 

1,490 

~ 
S71388 

S12,622 
3.047 
1.405 

514 

1,100 
2,275 

~ 
26.9"5 

2'0 
2809 

30074 

195 
37245 

--1.lli 
~ 
s 11 .3es 

See accomt;:lnyil'IO no1es to COOSD!ida:co rinaneal statements. 
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TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF INCOME 
(In lhOusancts. except lo, PM s/latl dai.J 

Sales •. S 31.940 
Cost ol sales 26 715 
Group,ollt . ·············· ····· ·· 5.225 
Sell r'Mil, general ano aamin1stra:Ne eJ1penses . 2060 
Operating income .•••.•. 3,1 65 
Other Income, net. . _1J!!! 
Income belore proY1s10n t0< income :a.es . 3.273 
PrOV1sSon !()( income ta.i.es 

Ne1 income . S 3273 

Pro lorma: 
Income belete pro-nsion IOf v-c:ome ia..es $ 3.273 
Pro rorma Pl'OVISIOn lo, income wes ~ 

Pro torma net income ••.• . S 1,964 

Pro lorma net :neome per snaie .. S 0.13 

Weigmed average convnon and common eQuiva,ent snares 
0Utstanc:5ng 14 726 

$ 82,835 
70104 

12.731 
3442 

9,269 
___,M 

9,355 

S 9355 

$ 0,355 

~ 
S 5613 

S 0.37 

15.331 

See accompanyino notes to conso:iclated fin.aJ'lejaJ statements 
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$180,102 
156121 

23,981 
628') 

17,701 

~ 
18,032 

~ 
S 9035 

S 18,032 
____Lill 
S i0 819 

$ 06' 

16,803 



TEL-SAVE HOLDINGS, INC. ANO SUBSIDIARIES 

CONSOU OATEO STATEMENTS OF STOCKHOLDERS' EQUITY 
(In thousands} • 

co,_ ,_ ......... - , .... - ·-· £!!!!!. ~ ....!!2!!!!... -.. -..!!IS!!L.... Balance, Janua:y 1. 1993 . 9,550 s 95 s s 1.3 19 5 1,414 
Net income ... -- 3,273 ---2.ill Balance, December 31, 1993 . 9,550 95 4,592 4,681 
Net Income . . 9355 9355 

Balance. December 31 , 199-4 9,550 95 13,!M7 14,042 
Net income .. , .. 9,035 9.035 Cash distributions (13.200) (1 3.200) 
Stock rede~ . . . (11 ,400) (1 1,400) 
Redassiftcatiof! or S Corporaoon ·- , ...... ....... .. (5,492) 5.492 
SaJe ol common stock 3,450 35 42,802 42,837 
Three-lot-two stodl: split . •. . • ~ ~ _ill) 

Balance, December 31 , 1995 . . .. .!!2QQ $ 195 $37,245 S 3,874 $ 41 314 

See acco~ylno note:! lo conSOlidated financial st2:1&ments. 
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TEL·SAVE HOLDINGS, INC. ANO SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
(In tllOusands) 

Cash flows trom operallt\Q act/1111.Jes: 
Net income ...•.. 
Adjustments 10 recorc:le net n:ome IO net cash provided by 

(used 11'1) opetatlnQ activities: 
UrveaJized loss on~ s«tl't!les •. 
PfOVISIOlllotbadcJet:ts 
Deoreoauon and amot1llaton . 
De!errea credits 
(lt'lerease) eec:rea.se n 

Accounts receivable, noe ..... 
~ IO paMJOns ana no:.~ receivable ............. . 
Pr~ expenses and atner 0.11Tent assets •• .• • . • .• ••• , • 

Increase toecrease) n 
Ao:::ot.r'lt.s aro oar.r.ions payable aoo accrued expenses .. 
ll"COOVt Wes and deferred ircome taxes payable .••• 

Ne!casl>-by(us<ld~) oe,e,a1ingac!Mlies ....... . 
Cash "<lws trom ~ ac::Mtle5: 

"""""'""'°'...,_ CclDftal~es. ~ .... .......... .. ...•.. • ..•.• • .. . . 
Seamties sold snort noc yet pu,c:nased 
Uaolity to Pl,Jl'd'lase secunties sold snort ..•••. 
l.oans!Ostod<nolde, 

Net C3Sl1 used 11'1 .rvestng actMtle$ 

Ca,$h !'lows lrom flnanong activ!';ies; 
Proceeos tron, loan~ ........... .. ..•. , ..... , ... 
PaymentS of loan transac=ons •.•.•..•. • 
Payrrent ol note payabie to stodcnolOer .• 
Proceea:. tram ,ewoo patty trans.ac»"ts ..•.. 
Fayment:S to related parties . . . . • . •.•..•..•.••. . •.. 
Proceeds fro."Tl sale ol C0IT'fflCln s:ocx . . . . . . . . .••.•..•.. ... 
O.Strb.ltionstost'X:ld'lclders ...•.•..••••••.. •• •• 
Stoci,.r~ .• 

Net~., provQ!d by fir.ancng ac:Mties .. 
Ne! ..-.crease in cash and cash e(JJiv.)lents ..•• ... 
Cash and cash equrvalen:s, at beQll'V'Ling of period 

Cash 3nd caSl'I ~nts. a1 en:, ol period . .•...•...••••.... 

....!!!L 

$3,273 

(195) 
31 

(3.J07) 

(786) 

499 

~ 

(77) 

----1l!) 

("4) 

2:~n 
(2.253) 

~ 
B 

__ 2 

$ ' 10 

....!!!!..._ 

S V,355 

52 
m 
290 

(10.899) 
(1,962) 

(804) 

5.023 

~ 

12,007) 
(343) 

~ 

4,700 
(• .700) 

7,767 
(7.038) 

_.!Z, 
1 

__ 10 

S 11 

Sea accompanying nc1es 10 consolidated tinanoal statements. 
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S 9,035 

2'.l4 
128) 

1,287 

12.996) 
(1,700) 
1.400 

12.047 

~ 
24463 

(1 .057) 
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866 
(1,100) 
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~ 

6.300 
(6,300) 

(970) 

11.nSJ 
42,837 

(1 3.200) 

~ 
22433 
'1.200 
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TEL-SAYE HOI.OINGS, INC, ANO SUBSIDIARIES 

NOTES TO CONSOI.IOATEO FINANCIAi. STATEMENTS 

NOTE 1 - SUMMARY OF ACCOUNTING POI.IC1ES 

(a) Bus1_neSS 

Tel- Save Holdincs. Inc. {11'\e "ComoanY7, whdl 1s incori)Orated in Oela~e. 1s a p,ov,der ol lonQ 
distance !elecomrnuruca\Jons serv,ccs 10 small ana medrum-su:ed businesses loc.ateci lhrOYQhOul the 
United Slates. The Company prOVIC!es 1nese ser11Ces pnmanly ttuough conttaa iarttts wrtn AT&T Corp. 
r AT & T7 and mas,.:eis these sel'VICes na11onally primanly througn an establ,shed distribution nerwor1c ol 
inllependent long distance ancJ mar1<e11ng comoanies known a.s "partitions". 

(b) Reo.-gan,zatJOn • 

On Sep!ember 21, 1995. ttte Company consummaled 11s in1t.al public otlenng {"IP01 (Note 6(a)I. 
The snares ol Tel-Save, Inc .. a Pennsytvania corporation (tho "Prectecessor Corporation"), owneci by 
the two loundlng .slockholders were contnbuled 10 !he Company a.s ol lhe date ol the IPO. The majority 
st holder ei cnangect all ot his st ares ol tne Predecessor Corporation tor 10.530.000 st\ares of the 
common s1ock ol !he Company plus loans ol uP 10 S5,000,000. The loans may oe made at any tune poor 
10 tne third anniversary ol th8 closing ol the IPO, bear ,,ueresl at 8.75%. win be due upon tl".e earlier ol 
tne 1ra annrvers.ary ot tne dos!ng ot tne IPO or on the dosing cate ol the secondary otlenng ot the 
ma1onty s:ockhOlder's Shares ct common stock and IS secured Oy 1.250.000 s."Lales ol comnion stock 
nela rr, e Company. At Oecemoer 31. 1995. loans ol S2,07S.OOO were outstanOing. 

The m1nonty stoekhOlder e•C."langed all his Shares of the Pre<>&cessor COtt>Oration lor 3 ,795,000 
snares ot me common STOCK 0 1 L'\8 Company, $4,500.000 in cas., plus a note (tne ·cash Flow Note1 
111 the ong,nal pr1nopal amourtl ol 56,900,000 oeanng m1ere.s1 a1 TO% per annum whieh 1s guaranieed 
0y tne maJOnty stoc.knolder. The paymcnl and tne 1$Suance ol the CaSh Flow Note 10 tne nonty 
s:oo.~k!er ; re accounted tor a.s a a,smbut1on ol caP11al In January 1996, lhe Company pa:Jd the 
remairung oa1ance ot SS.921.000 cue under tne Casn Flow Note. The transactions oescnbed aoove are 
col!ec-: ety relerreo to as the "Recr,ani:a!tQn." 

fcJ BaSts of fina~~, staremems orese,1rJtJOn 

Tne ~nsohaat~ 'inancial s:a:e-:en~ snetuae me ac:oums ei Tel-Save He ,nos. Inc. anc rts two 
,..no,Jy~wnec subslCra:ies. Tel-Sa~e. In:. a.,C TS 1nves:men1 Ccr:>0ra110n. ancJ na,e oeen prepared as 
,I • e em.Les n.o c~ra:eo as a ~ 1e consollda:eo grow: s.nce :ne r ·espect'lle c:a:es ol 1ncor.,ota1JOn 
Alt ,nte·~:""T:,any bAlances aflO ua.,s.ac:icns na~e oeen ei,ninatec. 

In pre:lannq financial s~1~-e.,1s ,n con!Qt' :y .... ~tn genera.Jty accetlled atcoun~ Phl'\..~s. 
rr.ana\te~ tS t~wec 10 ma!le es:ma1es af'lll a.ssum:i'~n.s tr.at aMoc tne repo~~ arnounts of assets 
af'lll flaoil,:,es anll the c,sclosu1e 01 cam.nger:t as?;ets a"° llat>i ltt.es at tne aJte .,, tnt: r:nanoal statement:. 
ano ·e-.an1.es ano e•:ie..,ses dving :."le reoo~1no penoo Actual re.sutts couia otter trom tnose estina:es. 

(1) Recogmt,or. ol revenue 

The Cumoar.y recognu:es re:e.,ue u;xin complet,on 01 telepnone calls :>y ena 1.sers .:..10 .... ances 
are p1O ea tor estir:iaiea uncolle:::1c1e usage 

(e) Cas"I 3l'JC :asn equuatents 

Tri.e c, f"'l0an1 c~sieers a!I 1er.~r.u-r casn u,·,es:..,~r:s r,::tased w:-, a ma·.· :y 01 tl'lree ~~:ns 
er ress 10 oe casn ei;ur,a.er:~. 

If) P•operr; and .au,pmem iJnd ~e:ueoar,cn 

P•ape-:y a ~women1 a·e reccrcea a1 cost. Deprecation a.-ic amottuat,on s calculatea usino tl'te 
sua,i;;ht•l "e Me "lOO o,er the estima:ec 1.se'1..;J lives ot :ne a.sse1s c,. tar tease~. O'ller 1ne tease ter-ns, 
. ...,,,Ch ·a"'t;e t•c-. t,'\•ee 10 seven )ears 
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TEL-SAVE HOLDINGS, INC. ANO SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Contlnued} 

(OJ lnianarbles and amonuarion 

ln1ang,bles include the ccsts 10 accv1te billing oases ol customer accounts. long-c.stance service 
contract pric:ng plans ancJ a sign-on bonus (Note 5) . 

Amortization is computed on a straignH1ne oasis over tne estJmatfMl useful lives ct tne n tar,g1hles 
wt11ch range lrom 1 to 4 years and amounted to ~17.000 and $1.157,000 tor tf'le years enaeo 
Decemoer 31. 1994 and 1995. re~pect ely. 

fhJ Income ta.res 

Oetenea ta.i assets and li.atltlbes are r!'COfoeo tor tne estJmated Mure tat enects ar.rOutable to 
temporary dilterences bet'Neen the bas, i ol assets and lla.oi li11es reco,ded lor r.nanoal ancJ ta.i reporting 
purposes (Nole 7). 

(,) Pro lorma nttt income per sna,e 

Pro rorma net income per $hare IS based on U'1e we,gntea average number 01 shaJ'es ot common 
s!odc equNalents outstanding during eactl period, as adjusted 101 tne eneas ol the applicaticn ol 
Secunties ancJ E..lehange Commis$10n r SEC7 Stat1 Accoor.t1ng Buffetin rSAe-1 No. 83 (78.150 Shares 
m an years). Pvr,uant to SAB No. 83, options grantfMJ within one year ol the IPO wrucn have an e.-erc:se 
pnai less lhan the IPO pnce are treated as outstanding !or all penOds presented. Pro torma earnings 
per Share 1s computed usmg the treasury stodc methOd. under wn.::h the number ol stia1es outstanding 
reflects an assumed use ol the proceecs from the assumed e.-erese ol suctJ op!JOnS 10 reourtnase 
shares ot tne Con1')any"s common stock at the ave11ge market value OUnng tne penod. 

Simplemental pro lorma net ll"ICome per sriare was S0.35 and SO 6J at Oece~ 31 , 1994 and 
1995, ,esoectwety. Supptemental pro lor.na net if'ICOITI@ per share Is ~sed on the we9t1ted average 
nurrt>er ol shares ol convnon s1oc.k ano eommon stock eQUivalents u~..ed in !he caJculatJon ol ~ro to,ma 
net income per s."lare (1 5,3J1,3n ano 16,802,727) at Decerroer J 1 • 1994 and 1995. respectr1ety) plus 
tne estimated nutooer er shares IN.I would need to be s<>'d by t.-ie Company in oroer 10 tune tne ca.sh 
distribvllon ol $4,500.~ m.ade In connection wit'1 tne Aeorgill\llatJOn paid out ot tne p,oc:eecs cl tne 
IPO (Nolel(bl}. All rete1enus 1n the lv\ancial sta:emems with re~,a,c 10 average m.smtier or s:'\.lres ol 
common slOCk ancJ relaled per $hare amounts have been caloJ/ated giving relro.lCIJVe ettect to 1'16 
exchange of shares In the Roo,ganiza110n and !he stock spM discussed In Note 6(c) 

(j) FinanoaJ UtStl\Jmen/s anc nsk concMtr.JtJOn 

Financial iostn.Jments wr-.lCh potent..llty st.:bject tne Company 10 concentrauons ol aeo-1 Mk are 
castJ Investments. The Company currently inves:s mos1 ot rts ca.sh Investments 1n money market funds 
and ov~M rf!PUn;hase agreemenu;. The carrying amount cl t.'1ese cash lnve'ltrnents aooroiunates 
the lair va.ue Cl.Je to lhelr shOrt matunry. The Company believes no significant concenttatJon of crecit nsx 
e.-1sts wrttJ respect 10 these o;ash ll'lvestments. 

{If) Secunr,es SOid sr.or111inanoal .m-estmants w:th ott-o.11Jnce st.eet nsk 

At Oecemoer 3 :, 1995, secuntics scld shon b-1 me Company, wtJc tJ consist of tau!!y secunues 
valued at rna"<et. resul!ed in an OOliga:ion 10 purchaSe sueh sacunt1es at a 11..Ture c:a;e n,e soon 
pos,IJOn ~as ctGsea If'! January 1996, ana tne Company recorded a ga.n of St~2.000. 

(I} Recent ~ : ntJnt; pronounc~nt:$ 

In ~J.arcn 1995. ll';e Financ:al Acc:curtt1ng Standards Board r FASB1 GSuecl Stal~ ot F"inaro.a! 
Accounttnq Stareard r ·sFAS7 No. 121. -Accounting For the I~ ol Long-l.Ned Asse'.s and tor 
Lo1"9-l.Ned Assets to be Disposed ct· The Comrony WIii ~ SFAS No. 121 as o! JanuarI1. 1996 anc! 
tLs smplementa!JOn is not e.-pec:ed to ha·,e a ma:ena/ ettect on ine eoosolic:a:ed ftna.'lOal sta:ements 
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TEL-SAVE HOLDINGS, INC. AND SU~OlARJES 

NOTES TO CONSOUDATEO FlNANCIAL STA~S-(ConrJni#d} 

In October 1995, FASB issued SFAS No. 123, "'Acc:ounting for SUd:·Ba.sed Con1)e,nsation. M SFAS 
No. 123 eslabliSl'les a fair valve metnod tor accounting tor SIO~ eompensation plans eMet 
uvougr, ,ec:ogn111011 o, disdosure. The Corroany Intends to IOOpt the ~ee stodc-based 
compensation provisions of SFAS No. 123 by cfisdosing the pro~ "let income and pro torma net 
lrcome per Shafe amounts assuming the lair value method was ace~ ~'anuMt 1, 1995. The adoption 
of this standard wil not impact the Company's consolidated rt1:S1.,~ of operations. llnanc:ial position o, 
cash flows. 

NOTE 2 - MAJOR PARlTTlONS 

P&Mlons WhO provided end user accounts. whicn In the a•,1greoa1• ac:cooni lor more than 10% or 
sales, are as lollows: 

Year ended OecefT'Oet' 31 , 1993 .•. 
Year ended Oecerrotr 31 , 1994 .•.•••••.... ••.. .. • 
Year ended 0ecerrt>er 31, 1995 .. . ...• . •.. .. .••... 

NOTE 3 - PROPERTY AND EQUIPMENT 

Futn·Me and equipment .. . 
Vel"llcles •••..• •• ..•. 
LeasehOIO 1rTl)'OVements: •••• 
Swrtci'llng equtpment under eons!n.lCti'Jn 

~oftotlll,-_.. 
~---!!..!!!!!... 

1 15% 
13" 

·-­_,, 
,... 1"9 

-;;;;-, 
$4US S 604 

192 185 
2 2 

~ 
e10 2,91; 
~ -2W 
$466 ~ 

Swnc: no &::\.upment uncle, i;onstruct,on represents the costs usoci&ted with the purcha.Se of AT& r 
swrtchtno eqi..pmem and t:ie rela!ea r.stallation ccsts in:urred ttvougn Oec9fflbftf 31. 1995 for the 
deployment 01 ltle ~s long distance network - Or,e Be:ter Net ("'08N1. The Comcany 
an:CJPates ma: the total cost to oepq- OBN wi!I be uo to S47.000.000. 

NOTE " - REVOLVING tOAN AGREEMENT 

in August 1994. Ui.e Company enteutd into a r~ loan ~eement With • bank pursuant to 
whlCn it may t>otrow up 10 SS.000,000. Du:ing Seotemt>er 1995. lhe bank provided a tet'?¥)Crary rnc:rease 
in the amount availaOle under the agreemen1 to 56.3 tn1lian. 

In Maren 19%, tr• Company replacKI 115 revoh.ing loan agrtem.ru with an un--..ecured, corr,n-tt:ed 
line ol creefft With a bank under whitn bonowings ol SS0,000,000 11e avi'laole ttvougn Maren 1 a. 1997. 
The Cc"l),lny is r9QU1ted to pay an avalla.billfy lff per annum ~ o.12sv. of tne total available 
DOn'OW1ngs. Pnriopal IS payan;.e upon demand by the ban«. lntttesl IS ~yat>le monthly at the bank's 
pnme rate less 0.5% or UBOR ph.rs 0.675%. at lhe Company's opeicn. Und!I' tne terms ol lhe 
&Qt'eement, the Co~)' must mainta,n certain financial covenants anCI acheft to certain restnaions. 

NOTE 5 - AEL.\TEO PARTY TRANSACTIONS 

In t..Wcn 1994, the Company l)alCI an aggreoate ot S750,000. S300.000 tor u,e aa;wstbon ol the 
customer lisl 01 a par.i:ion owne<l Oy an officer ol lhe Co~ny and a SIQn-<>n t>OnU1 of $450,000 as part 
of his empoyment agreement (No1e1(9)). 
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TEL-SAVE HOLDINGS, INC. ANO SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Conrlnu«J} 

Al Oecemoer Jt , 1994, the Company bol'Towed ,~om the sloekholders non-lnterest beanng loans 
totaling apa,011matoly S1,725,000. In connection wrth these loans. the two stodtholders haO i:,ersonal 
loans outstana1ng lrom a bank whdl were guaranteed by the Company. The loans 10 the Company were 
pa,O ro the s!ockholders 1n January 1995, whO In tum paid the personal loans outstanding. 

In connection WJth the Reorganization (Nole t (b)J, me Corroany mac:a distributicns 01 the 
Company's 1995 t.uable income uvougn September 19, 1995 01 aeproXUTLately S13.200.000 in 1995 to 
•ts !WO lound.ng Sloekt'IOlders. 

NOTE 6 - STOCKHOLDERS' EQUITY 

(a} /rotJal Public Offenng 

In September and October, 1995. the Company consummated its IPO ol 5,175,000 shares of 
common stock {a01us1ed 10 reflect thti stock split, see Note 6(cl). lnCluding the underwriter's 
overanotment option. a1 a price ol S9.17 per shale. Proceeds ol tne ol1ering less underwriting Oiscounts 
ol aporo11mately S3,151 ,000 were $44,287,000. E•penses lor the IPO totaled a.cp,01imately 
Sl,450,000. resultinQ in net p,oce~s to the Company ol appro1lma1eJy $42.837,000. 

In connection with the IPO. tne Company issued warrants to purcnase 450,CXXI shares of common 
s1ock to the under,,;nter. The e1erose price ot the warrants is s, 1.46 per share ol common stodl: and 
such warrants e1plre on Seplembe1 21, 2000. 

(DJ Stoek Opt,on Agreements and Steck Option Plan 

The ':cmoan, has gran:eCI to seven individuals options 10 purchase sha1es of ltle Company's 
comnon stock. Tt-e OChCl15, wrucn we1e valued based on t.'ie lair marknt villue ol the Company at the 
date ol i;ran:. vest 22 mor.11':S from the date o! issuance and e1p,re ft•1tt ye.1rs rrom lhe date ol grant. The 
o;:iuons ;ranted m 19:)J were vested al Decemoer 31, 1995. 

In S~terroer 1995. i.ne Compan)' granled op:ions to p-Jrehase 15,000 shares 01 common slock at 
the IPO once to flacn ot !nft two nonem;iloyee direciors ol fhe Ccm;:,any. 

In Sep:ernoer 1 S95. the Comp:i:ny's aoard ol 01rectcrs and s'odc:hoklers adapted the Company's 
1995 E~!oy~ Stock Cptron Plan ttne -0plion Planj. The Opticn Plan pto\'ides !or the grant:ng, at the 
discrem:in of ine Board ol Directors, ot: (i) ootJons that are intende<l to qualify as Incentive stocil: oc:itions, 
Nitl'W\ tM mearwig ot Seaion 422 ot 1ne Internal Reve,,ue Code of 1986. as amended. 10 e~yees 
anCJ !11 ooi,on.s not 1n1ended to so Q'J J:hty :o employees. officers and director,. The total numcer ol 
sna.res ot commor stodc lor wnicn 0011ons may be granted uooer me Option Ptan Is 975,000 shares 
(Nou, 10). 

The e, ero:e pnee cl all stock o;l!lcn.s granted under the Oplion Plan must be a1 least equal ?o the 
la.r market vaiue ct sl.lCh snares on :r.e dale ol the grant The mai,mum term or 93c,, option granted 
Ufl(Jer tne ~ oor: Plan •s r.-.,e years from t"!e a,a ol grant. Options shaff become e).ercisatle at suet, 
times and in such 1nstanments 4S I e Board ct 01rec:o,s shall p,ov,cht In the te,ms ol each lnOMOoaJ 
00t10n proVICea. nowe\ er, no ~lion 111 pan or in whale will be e•e:osal>le before one yeai from the oate 
of grant. 

As 01 December 31, 1995. S45.000 0011Cns {NJJt~s 6{e) and 10) have been gran1er1 at the IPOprlce 
per :.nare unc:er tne Oo11on Plan. No op!Jons Issued under uie Option Plan were e1eresatiie a1 
Oecemoe, 31. 1995 A :ctal ot 30.000 sriares remains available lor Mure grants unc:&r the Option Plan. 
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TEL-SAVE HOLDINGS, INC. AND SUB5'01ARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Contlnu9d} 

Options OU'.stand"'Q unaer tfle optiOn agreements and the Opdon Plan are as follows: 

Balance. January 1, 1993 . 
Optrons granted ••..• 
Balance. December 31 . 1993 . 
Options granted •••.... 

Balance, December 31, 199J ..•.. 
Options gran1ea • 

Balance. December 31, 1995 .. 

(C) Stock Sp/rt 

757 800 
757,800 
, 10100 

1,227,900 
975000 

2 202900 

s 
~ 
S .63 

~ 
5 .63-$3.12 

~ 
S .63-S9.17 

On February 16, 1996, the Company's Boaro of Oirec;to,s awoved a thtee-lo,-two sph1 ol U'te 
common stodt in the lo,m ol a 50% slock dMClend. The additional shares resulhno trom the stock spli1 
were distrb.Jteo on March 15, 1996, to au stockholders ot record at the dose of buSiness on Fobruary 
29, 1996. The eonsohOated balara Sheet as ol December 31, 1995 and U'te consolidated statemem ol 
stoc:kholOers· eQU1Ty 101 the year ended December 31, 1995 reflect the recordng ot the stoc:k split as it 
it had occurred on December 31, 1995. Furtner. all rele,enc.es In the eon5°'ioated financial statements 
lo average numoer ol shares outs:anding and related prices. per Share amoums. warrant and stock 
option da!a have been restated tor all periods 10 rellee1 lhe Slodt split, 

NOTE 7 - INCOME TAXES 

01"1 June 1, 1991, 1M Ccm;,any, wrtn the const:fl! ot u stoekholcers. l!tected to be ia.ed as a.n S 
Co,J>o,auon. As a result ol lhe e!eciion. a!I earnu,gs ot lhe Pred~esso, C.,rpoution wen, t.ai:ed directly 
to tne stodtnOlders. Accordlngly, ttle sta1emems ol .nc:ome prior to Sep1erN>er 20, 1995 cs.d not inciude 
provisions 101 income taxes. In connection wttn the CorTl)anY's IPO, as c:e~cnbed in Note 5(a). on 
Sep1emoor t9. 1995, the Company terminatea its S Corporallon status. Pro l01ma tai provisions nave 
been cabJla!ed as if lhe ComP3ny's results 01 operations were taxable as a C Corporation 1.-nder the 
lnlernat Revenue Cooe '°' all penods preser.led. 

The loDOWJf'IQ summanzes tne provision for pro rorm.a 1nccme l.Ue,,: 

CurrenL 
Federal ...•........• S1,012 $2,892 SS,574 
State ana local •••.• _:m._ _!§Q ~ 

Pre. !orma proV1s1on tor nco~ ta.11es ~ $3,742 S7.213 
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TEL-SAVE HOLDINGS, INC. AN O SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Con t/nu.dJ 

The provision !or pro torma income la.lies on adjusted n1s1onc.a.1 income to, tr1e wee years In the 
period Oecemtier 3t. 1995 differs from the amounts computed by applying the apohc:able Federal 
stafulory rates due to tr1e tonowinQ 

PrOVl!ion for Federal income ta.aes al ttie s1a1u10,y rate . 
Staie aria local Income tales. ne1 of Federal benefit 
Otner •.• 
Pro fOffl',a prOVlsion tor income ta,:es 

S1,113 
196 

, ... 
{Ill.;.._, 

SJ.274 
561 

_w 
SJ.742 

S6,J1 1 
1,082 

-illQ) 

&ill 

As a result ol !he terminatioo. th<' Company was req1.ured to p,oVlde tor W es on Income tor lhe 
~riod subsequent lo September 19, 1995 and !or the prevtOUSly earned and unta.ted S Co!J)Olation 
income wnicn has ceen deterred pnmanly as a result o t repon1no on I easn Das,s The orovtsion '°' 
income la.le, !or the period !tom Se:i1emoer 20. 1995 lhlougn Oecemoer 31. 1995 c:ons.steo ot the 
lollowtng: 

Qment 
Federal. ..... . 
State and loc:al 

Total amen! 

Oetenea 
Fe<!eral .•...• .. 
State and local . 

Total deterred . 

54.379 
...Ll!!12 
~ 

A reccncillatioo ol ttte Federai s1.11uiory rate 10 the proV1s10n tor lf'\Come la.le, !or tne year endea 
Oecemt>er 31. 1995 1s as tallows: 

Fec,eral income tales com0u1ea at ine statutory rille 
lncease (decrease): 

Federal income la.les al tne sta1utor1 rate lrom January 1. 1995 
10 September 19, 1995 ., .•••• , •. . . ... ....•...... . .... . . 

Federal and state Wes resutt1 lrom c."lSh 10 accrual oasis f0f 
t.u reportang . . .'. . .• • • 

State lneome w es les, Federal benefit ror tl'le Ptnod 
Septembef 20. 1995 10 Oecerrber 3 t. 1995 . 

Total p,o-nsion !or r.come ta..es .. 
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TEL•SAVE HOLDINGS, INC. AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTs.: ,conr/nu«IJ 

Deferred tai (assets) liabilities a1 December 31 , 1995 are co~sed or the following elements: 

""~ ' Feoeral and state taxes resulting from cash 10 accrual basis tor 
tax reporting . . . . • • • • . . 56,399 

Amortization ol cettaJn intangibles ,22n 
Unrealized loss on mat\celable secunlies . • ___lW 
Total tax liabililles . . . . . . . . . . . . . . . . . . . . . . . • . . 6,078 
Less: c"!nent ponion (included m Income ta.res payao/eJ . . • . . ~ 
Dererred ta.t liabUJtles S2.809 

NOTE 8 - STATEMENTS OF CASH FLOWS 

Supplemental 01sclosure of cash flow 1nl01mallon 
Cash paid lor: 

lntereSI ..••.• . 

Income tates 

'f'MIMdN~JI 

Dunno 1995. the Company issued the Casn Flow Note In the amoun1 ol 56.900.000 10 the mno,rty 
stoeknolder ol ·ne Predecessor Corporation In connection wilh the IPO and Reorgarnzation {Note I (bl). 

NOTE 9 - OUAATERLY FINANCIAL DATA (UnaudlledJ 

1995 
Sale< 
Grossprofil .. 
Ope:atmo income 
Pro forma ne1 income . 
Pro lonna net income per sriare .. 

1994 
Sales . 
Gross protit ..... 
Operating income 
Pro lorma ne1 Income . • ...•.• 
Pro fo-ma net income per share .. 

NOTE 10 - SUBSEQUENT EVENTS 

(a) Warrant Agreemems 

""' ~ 
S:36.617 

5.374 
4.213 
2,555 

0.17 

S l 4.4 13 
2,357 
1,60< 
1,092 
007 

S,U ,728 S.:B.366 SS0.331 
6. 113 5,670 6,824 
4 ass 4,008 4,625 
2.897 2,519 2,8'8 
0.19 0.16 J.1.: 

$ 14.70:S $22.521 S3 U 96 
2.T/8 3,-'23 4,173 
1,846 2.608 3.029 
1.102 1,573 1,646 
0.07 0 10 0., 

The Co;npany g,aniea. a, or aoove marke! va!ve. wanants to purchase up to .1,306.000 snares cl 
the Company's eommcn stocit 10 cenam pa~r!IOns m January 1996 and t.tarcn 1996 m order to encoorge 
long term 1e!ationsh1ps wrth such parti!J0ns. The e•erc15e J)l'Y.:e ol me wanams ranges from S8 17 to 
SI 1.4-t anc the Narrants are e.1:e,osaC>le. depena1ng on me relevant aoreemem. lrom May 1996 10 
Sep1e~, 1998. The maionTy ol such warrant aoreements ,ec:i.,rre me part1l1on.s 10 mee1 certa.rn 
perlorma!'ICe cr,tena 
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TEL.SAVE HOLDINGS, INC. AND suesmtARIES 

NOTES TO CONSC,UDATED FINANCIAL STATEMEHTS-(Conanu«f} 

(t,} Autnorute SflatttS and Opt10n Plan .Amendments 

On Maren 16. 1996. the Boarcl cl D1tec'lo~ . subject 10 stoekhOlde;t approval. aooptec, the lollowinQ 
amen<:ments. 

(1) 10 1'1CJ'ease the autnonzecl Shates ct lhe Company's S0,01 par value common Sloek to 
100.000.000 Shales. 

(2) 10 lf'IO'ease lhe numoe, 01 sha:es that can De 1ssuea under tt1e Corfl)any's 1995 Ernploy&e 
Slack Option Plan 10 2,500.000 shates. 

(cJ , 996 OpiJOn Grants 

Ftom January 1. 1996 through Mard'l 25. 1996, lhfl Company gran1ee2 opCions 10 empoyee, and 
non-employee daectOB a1 o, aoove lair market value to purcnase 1 .~67 ,500 shales of common stodl. 
The e,tfose prices ol such o;itions range from S8.17 to S11.SJ aN:.. depending on the option 
agreement. Yest from one to thtee year,. 

((1} Stock Offenng 

On Marth 25. 1996. the Company filed a reg1s1tat10n statement witn rupee! 10 a public ottenng ol 
8250.000 Sl'\&les 0I ptev,ously UfllSSUed convnon Slodl:. 

" 



ITEM 8. CHANGES IN AND DlSAGREEMEHTS. WITM ACCOUNTANTS ANO ANANCIAL 

DISC~_OSURVE_.,. · :· ~ .. ;. - .• ., , .,: .. - ~ 1 •• > .l..:: 
Nono 

. ~ .· ., .... 

.: :-r-:. , • ;,. :·.-:: ) . 
•• . ~:l 

_:· .:::, .: 
•• :., ' - .: - • l.. • • ..:: ..... : 

... :,· : ·,· . .,,_ .. . 

·. ,,.-·,,-. 
. ' : ..:· 

: •,. 
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PART 111 

rTEMS 10 THROUGH 13. • 

lnforrnaoon requlred b-f Pan m (hems 10 through 13) ol this Fonn 1~K is ircorPOraled by referance 
lo the Cotll)any's definitive proxy s1atemen1 tor the Annual Meeting ol Stcx:kholOers to be held on Apri 
15. 1996, whictl will be fifed with the SeoJrfties and Ei:ct,ange Commission no1 latet than 120 days after 
the end of lhe fiscal year to which this Fonn l~K relales. 
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PART IV 

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM ~K 

(al The lollowing docume~~ are filed as par! or tr11s annual Aopon on Form 10-K. 

1. Consolidated Financial Staiementi: 

The Consolidated Financial Statements filed as pan of tnlS Form 10-K are listed in the " lndei 
to Coosolidated F"ina.ncial Statements" In 11em 8. 

2. Consolidated Fll'\aneial State,nenl Schedule: 

The Consolidated F"inancial Sta1emen1 Schedule tiled as pan of tlllS reoo,, Is llstea nine " lndei 
10 S-X Schedule," 

Schedules other than lhose listed in the a~yino lnde. to S-X Schedule are omitted to, 
!he reason mat they are erthet no1 required. no1 applicable, a, the reQuirec:1 information is Included 
1n the Consolidated Financ::al Statements Of notes thereto. 



TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES 

INDEX TO S-X SCHEDULE 

Re1)01'1 of l~ndent Certdied Public Accountants 

Schedul~ II - Valuatiot'l & Oualitying Accounts . . 
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 

To the Board of Oireaon 
anCI Sloddloldel"s ol TeJ-Slve Hoidings, Inc. _ 

The audits referred to l'I oor repo,, dated February 7, 1996, ucept wlUl respect to Notes 4, 6(c) and 
10. as 10 wtlich me dale Is Marth 25. 1996, relating to the consolidated ftnandaf statements or Tel-Save 
H<>'dlng:s. Inc. and~ whadl is contained 1n Item 8 or this Form 10-K. lndudod the aL.dts ot the 
flnanci&I st11ement sehedule isled in the ac:co~ lncJex lot each of the three yurs l'I the penoo 
ended December 31, 1995. The financial statement SChedule is the resc:,onst,ility ol management. Our 
1asponsi)ility is to exprass an opinion 011 this schedule based on our audits. 

In our 0plt'liori, the financial S'.atefflf:it Schedule II - ValuatJOn and Oualifyll"IO Accounts. presents 
lairty, in al material respe,cu, me inlormation se1 IMh therein. 

BOOSeodman. LLP 

New York. New York 
February 7. 199o 
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TEL.SAVE HOLDINCS, INC. AND SUBSIDIARIES 

SCHEDULE II -VALUATION AND OUAUFYINQ ACCOUNTS 
(l111/lousands) --~ ~ °"'"' o-r1et1on ~ -· andflJ'!"- ~ -Year ended Oecembet 31 . 1993; 

Reserves and allowances deducted 
from asset ac:coum:s: 
Allowance l0t uncollec:tlble 
accounu. 

Year ended Oec:ember 31, 1994: 
Reserves anCI allowances deduc:fed 
from asset accounts; 
Allowanc:e lor unc:oPectible 

S555 $(195) S (73l(a) s-

,_ ..... 
,!.!!!!!! 

$287 

accounts 5287 S 53 S 647(a} S- S987 

Year ended December 31 , 1995; 
Reserves and alowances deducted 
from asst! account,: 
Allowance lo, uncollectible 
aceoun1s .•.•• 

" 



(3) E•n•Olts 

~ 0-:npeon • -
2.1 P!a,'\Q1A~an.:a:ion::..er ... ee..,an<:amon.gTel-S•veH~ , 1nc.. 1 0e1•wa,eu,r:,or.1:ion, Tei.S.ve, 

Inc , ■ Pemsyt~MU co,:,o,1:ion, Olrl<el Bon and P Rc:i,e ~. a."'d e•nc.ts 11'\eteto 
finccr:>0t.11'1t!l 0y re'erence to E•n.e,t 2 110 t"le COMPMt'{s •r;<$ta»'I n1:emen1 on For-, S-1 fF,. 
Jl.9"&9401) 

J l Al"l-ended al\!: i=ie1:..·ec Cer". IJCa'.e of lm;o!";)Ora ot !Tl• Com.>any, as &menoett (il'IC()fpol'.11:ed Dy 
,■ le,!ll'lC,fJ to EJJ'l,D'l 31 t.:, e-, Comoarr/s ·e-;.stt.11:,otl s:.1:~: 01'1 Fon, S..I (~ No 33--94~)) 

32 B,t.a ~ ol lt,e Com0,1'\y lincor:,o,ated 0y re•tr9"C8 to E.<l'l ]2 to !fie Como&ny's r~t,u-a:,o,, 
stateff"errl on Form S-1 j F':e P,IO JJ.!t,19,&0J). 

91 Ve g rusl~lffffleJll~HflD■n.elBo ,11,dP Ac ~ /!1'1Clueled&SP'l10IE.,.h 21 ) 
10 1· Em;,loymi,r,: .l.(jreel"'lrl ~e-en ll'le Co'T!P■,-ry &/'Id 0.niel Bon Mid ,.,~.ed A;reement 

(inct;,:ior.11ed oy 1e1etence :o E,:,,Drl 10 I to !fie Com:>any s rtQ1s:ta:ion 1ta:omem on Form S-1 (F'ile 
uo JJ.g.&9•0)) 

·02· E~I ~ree~I t,e• ... ttn tf'le Comp;any ;and £_~n!AI J De (.nco,;,o,11ee 0y 1e'e•enc. to 
E., 102 10 :tie COl-i:>any's 1eg sua:ion r.a:e..,en1 on FQIT"1 S-1 (~ e uo J:).94940)) 

10 3" EmOIOy'Tlefll AJ.1eement :,er .. u,, :tie Com~ and G.lfY W McCu'I.I (lr"COr.M)f1led ~ re19fenct to 
[_, r.o.1 •031:>tr1eC0ri:>ar,s•~s:,:a n S!.) 'e-rrtonF.,,.....5-1 (F 'e •10 JJ-9-'9-'0 i) 

· c .c· E~oyme'll A.t;1eet"1ert oe• .. ~ !fie Company &NI Jc~ "- Sct,t (a,co,.,o,atec:J :,y ,e•etence to 
E•nci: 10 .c to tne Corn;}ary s r9Qistr1110n st1temen1 on Fo,m S-1 (File ,lo 333·2738)), 

10 s· EM010ymen1 A;1Hm.nt ~t .. een :rte Corioant &fld Abys,us T Llwn. lVrtr,corpo,.11:ed Dy reference to 
Ea't.Olt 10 ~ to :rte (:.o,TQa"l{S ,eg str■tlOtl st.1:emert or, Fo,n S-1 (F No l.lJ.2738)). 

10 e I1'1<:eMn,hea n A;re-emenl ~~Nttn tne Comc■ "I)' and Can.rel 8onslow (1t1CO,:io,1ted 0y re'trence to 
£..,,,_en 10 • to ttte Conparr{I rr,;-.111a11o,111.1:ement on FQffll S-1 (File No J:).i4940)) . 

107 lnc:&JTV\.'IQ:.on.ly.reemert:ie~ .. 11enttteC ::anyanaEm.anr.ie!J Oe•.4.a.~(~teo0yrele•lll"Ce 
to E.o/'lbl 10 ~ 10 :ne Ccm;,a..,y's ,e ,ua~ sa:e1'"'9!'11 0t1 s= a,-, s-1 fF..e 33~94011 

10.! l!!Oeffll" hc.atJOr: .r.JJ11H11"1en1 ller ... een 111e r.orio.llf1y anu Gar, .'v ,_~111 l~■t.9C 0)' 1ete· 91'1Ce co 
Eattort 1015 :o ~ Co'"':,an) 'S •eg:.str1:10n tta·e-,.irl on Fa,-, S-1 (F e No J:).~940)1 

10 9 1neen,.r.rt'..c.i:,on >-9'H""lent c,e: .. !ten t"le (;(!mD,ll'ly 1/IC Jcse:,.'\ M er • r~11:ec 0y re'erenee 
10 1::, .1'1,t;,l 10 7 to eie eem,art• r~is:ra:ion st.,1erte111 on F-::,,r, S-1 F e i-.o 33~~)) 

10 10 lnC:e,nn,'IQ:,on ;.i;,eel'"'lenl ~~ .. .,9" e eo,-,:.a,,y Ind ~eter o<. MornM)n (,ncor:,o,ated :,y relereri.::e 10 
E• ,oe 10 N Com:,.:-, , ·, ur.-.:r-1i.cr l~tern,e-tt Of\ Fon, S-1 (FJ,e Ho. )}4.ci,CO}) 

10 ~ 1 Jrteerr"t,!-c.,:.or, A;•eer,en1 t:e:-.. ttr, :re ~ry and Ke...-.n ~ l<elly 'l'ICQt';)Of■led :,y re' er .. "'9 io 
E ,nt.<110 9 to :ne Car,~-,, s 1eo s:ranon ,1a:nrt'4111 on FQtlTI S-1 1Fi,e t l3-o;49-&0I! 

TO'? 1nc:em..,_ :.QI'\ ,i,;,ee,.,.r.t ee..,..een 'fie Cc1"1Car, ar>c: Aioy'lo1.s T LA...,, •v 

·o 13 "'o·-~•~ c:.i·ed a, o• '.'.:.• ::..~ ,~. 1994 ~~ ... een \t'te ~ r , 1 G,o:u.t Ne~<"' Cc"''""'"c.a "' 
WX?01'll' ~ :-y ,,1•e·~,w;e :o E, 'l:,,1 1c ·o :o tne C:>mQilrys re-;~u•:~,. 1t.1:emen1.,., Fo,m S-· 1F e 

f Jl-~94:)J) 

10"' .c..T&r CY1t:'1C\ T.n." r !·e rcc~•a:t'd oy ·e't·e,....e10 E-,l".:.-110 ·1 •:i t:°' e cOTT'(' .. "Y'J . .,,..,t·.i:,or, 
st•·e-en1 0'l Fern S- 1 !f • ·1:i JJ·CJ494C'I 

10 IS AT&T Con•·ac: T.u1n •io 1715 1 "'ICC'P0r.11eeby10J'ert!nt;e:O E, 'l::t 1Q 1~:,::r,e Com;>,1ny'1 r~s:ra:,or, 
1°iill ' e""e'11 YI F M S-1 (FI ' •:I JJ:).27J!! ,) 

10 1e AT&T Con.ll'aa T;anrttJo 20J; 111"1C.Or.>Or.it1t00vre'11r.,-,c;eto EtJ\IC't 10 ·e1:i:t.eC--A'Ql/\(sre;s:r1:.ori 
11.i:eme,,. on Fom, S•t (Fe So JJJ,2738)1 

10 1,· Ai,', i Cc'l:tac· r111:' No 2~,? rccr:>0ra:ea Dy•eterc.-.ce ::i E, ! 110 • i •o:ri•Co1T¥.>11·s rr,.$:ta t.C'l 
s!,)•,1-.1"11 Ql'I ~cm S-1 (F • Nil JJ]-2738.1 

10 18 4~,5, T COfl fl'.Kt T•r "Ir J!..2~ r,e.:,,po1a:e:::iy •e•.i•erce :o f •"-t>l ·() ·e ·o !l"e Cor-;);ar,y"s r~ 1:ra.:11::u, 
sta:erien• on FotM S· 1 1F :, ' lo JJJ..273!)) 

1:l '9 ~ .000.000 l.."& O! Ct~l !rcr"I Pt.C Sano , tl A . !ti'°"' M.ari;::, 22. I~ -~~led :iy rt'tll!"'ICI ';J 

E•"Ot! IQ 19 •o !l'le Cc,.."", s r~sUa!JOn st.11!11"\ent or, For r-i s-1 tF • r.o JJJ.2;38)) 
1020t Gere,:al A;1eement :i,:...-een Tel•Save. lr.c anc: A.UT Co.-:i <:a:lt!l Ji.re 2t>. 1!J9S f•J"CQrt,Or ■ :e-c: o..,. 

re•e•ence to bl I 10 U :o :t'e Compan, s r~ stration sla't'"lt'll OIi Fo,m S•I tF e ' olO JJ,9,19-'0 ll 

! .) 21' Tei.S...,eHo~s.lt'IC 1995 E-, }teS• OptQflPl1n1,oic:~:11eo::11e'1re 'ICetoE •!'t.Cllt ' 0IS 
to~• G.3riPNly's r~ ,:ra!lOn s:a!eme111 Qt'I Ferm S-1 1F ~, ., JJ.g.c94,:; _., 

lO 22· Te l-~-~ Hole ~s. lt'IC E..,:llOyee BOl'!l,1 1 P1Jin (1r,,;Ott)Ofa'e:J Cy , ■1 .. 1ence :o E ,h,t,11 10 16 :o tl'!e 
Co,..:;.i.-,, •e -; ~:fill" :" s:,1•e-1nl Of\ Fe,.., S•I {FI Uo JJ 1)4~0)) 
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~ 0-.tlipClon 

1023• Non-Oualrfled S!ock ()peon ,t.;,eemen1 be!'#een Ille Company ~ Can.el Bcris (ll'W;Or,)Ora:ed Oy 
re'1ttente to E.lno'l 10.17 Ill in. eomiw,y·, reg1.S:tallon st1:ement on Form S-1 (File No. 33-949401) 

10.2, · Non-0\Jalif!ed S:odf C)gtlon ~lfffflent bet#ee,, tN Comp.wTy ,Ind Emanuel J Oe~o (l'ICOl:,IOraled 
by re'e rence IO & ~110 18to!11e Company's reo:stta:ion sta•amen1on Fetm S- 1 (F,le No 33-9'9'0)) 

102s · t -Ouatdled Stodl Opoon .A.Qreem4n1 betwel'l'I :ie eo,np.ny alld Mary Kennon (na,rpora:ec, ~ 
, elere,w;e to E.ln.itlt 10.HI to tne Compa:1y'1 re;i,tralion sta:ement on Form S- 1 (Flilil No. 33-94940)) 

102 15" Non-OuaJlfled Stock Oct,on A'°rHmenl bet,..een tne Comcw,y al'ld Gar, w McO..fta ~.1:e<i t,y 
re'e,enc:,e lo F~LOtt 10.20 Ill ltle Company's r9C1.S!Jat1on sater>enl on Form S-1 (File No. 33-~9'0)) 

1027" Uoi"-OU41J1ied S!Ddt()ptlon Agreemenl Det,..een ltle Compa.iy and Josepn M Morena fll"ICOt;lOl'ated Oy 
re'e1enc.e to E..lnoblt 1021 to U'1a Company's ritg s!Ja:>on sta:etNnl on Form S- 1 {Fil9 No 33-9-&940)). 

102 e· r uald'led Stodl Oc,on ~ 1Nmen1 bet"'"" U\f/ Comp,an) and Peter K. Momson (lrccroor.1:eo ~ 
re•er~ 10 &nb'l 10.2210111e eom;:.,,y-, 1eors:raoori sta14tf'lenton Form S-1 (F"~ No JJ.94940)) 

t4e1 Income Pet Share Ca.lculi \lOn {lnco,porated Oy rererence to E..on,0,1 11 1 to tl'!e ComQ.any's 
reg131Jall0f'I sta:emf(II on Fonn S-1 (F No 333-2738}1 

21 1 Sw)soa,iu ol oie Come.any (1t1COrpon1ted by refere l"ICe 10 E.sn 121 I 10 oie Como,11ny's reg,str.lbon 
statemenl on Form S-1 tFJe No. 333-2738)) 

• M~to"IIJIClor~ior, pi.,,,o,~ 

I ~ i:l'Utr'er!I pr ...-.:,u:aty hu °""' g,&1'11"" lor I DOl":IClf'l ot 1ht 1,l'lltlC. 

(bl Aeocrts on r orm 8-K. 

TI-;ere were no Curren! Aeoorts en Fonn 8--K fi letl Dy !he Company Clunno the :tsree mcnths 
ende<l Oecembc· 31, 1995 

•• 



: • StGNATURE S 

Pursuat111CI the requirements of Section 13 01 1scd) O, me Seeunties -~Actor 1934, the 
reg!Stra..'lt has duly caused thlS report to be signed on its benalf by ltle und8fS!Oned, thereunto duly 
authonzed. • 

Dated 

Match 29. 1996 

~L.SAVE 1-!0LDINGS, .INC. 

By:· Isl Daniel Borislow 
Daniel 8orislow , 
Chairman of tne SoMd, 
Chief E.lecurive qmce, and Direc:tot 

Pursuan1 to the requirements OI the Secunti~s E.lchange Act ol i934. this ,eoon has been 5'Qned 
below Dy the lollowtno persons on beh lit ol the registrant anci in tne capac&ties and on the dates 
Indicated. 

Matcn 29. 1996 By: Is/ Daniel Bon$low 
Daniel Borislow 
Cha!lman of tne Board, 
Chief Exea.Jtlve Officer and Director 

Maren 29, 1996 By: ls/Gaty W. McCulta 
Ga,y W. McCulta 
Presloent. Direc:-.or of Sales and 
M.lrlteting and Owecior 

Ma-en 29. 1996 By. Is/ Emanuel J OeMa.10 
Emanuel J. OeM&Jo 
Chief ()peratlons Officef and 01recto, 

March 29. 1996 By: Isl .lcs.!pn A. Schenk 
Josep:, A. Scnen't 
Chlt!f Financial 011"1Cef, Treas1..,er and D1tecto, 

Mart.:, 29, 1996 By· /s/ Kew, R Keffy 

Kevin R. i<e!y 
Conttolle! 

Marcn 29, 1996 By· /s/Harckl First 
Harok: Fit,! 
Oirecto.-

March 29, 1996 B, · Js/ Ronald R. Thoma 
RonalO Cl. Thoma 
Dheclor 
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rw-s. .... Hollf.ng,. lnc 1MSl.lbak£ano11 
aa1arce s11 .. 1 

0-fflbelll . 1990 

TCIW UH!a 

12fl1/M 

141.237.825 

Hl ,970.892 

13.410.448 

3 .◄64 .eee 

.... 700 

30,097.<11 1<11 

2'7.0C8.m1 

<lll .210 .IM8 

11,0U.$03 

1.100.000 

65,155.842 

71,351.022 



Accountt c,t,rat-, and aCCl'l,l,ed nii-,. .. : ,~ .. ........ 

12fll/N 

17,112.313 
4 ,l97.89e .,....., 
1.119.11-4 

.... 700 

lll ,190 

210.121. ,oe 

(4.510.000J 

24,042.279 

2l0,711f,575 

257.001.0ll 

12.122.,sa 

l .047.154 

1,405.171 

5 1l.64' 

1.100.000 

210.000 

2.301f.OOO 

30,073..585 

Ui5 ,000 

'1.314,'37 

71.lN.022 



Tel-Save Hok:Jings, Inc. and Subsidiaries 
Statements ol Operations 
Year Ended December 31 , 1996 and 1995 

Sales 

Cost of sales 

Gross profit 
Gross profit margin 

Totaf SG&A 

Operating income 
Operating margin 

Othe r. 
Interest Income 
Interest expense 
Other. net 

TotaJ other 

Income before taxes 
?re-tax margin 

Provision tor income taxes 

Net income 

Year Ended 
12/31/96 

$232,424,223 

200,597,548 

31,826,675 
13.7% 

10,038,355 

21 ,788,320 
9.4% 

7,190,111 
(137,808) 

3,532.211 

10,584.513 

32,372,833 
13.9% 

12,204,558 

$20,188,275 

Year Ended 
12/31/95 

$180,101 ,585 

156,121 ,250 

23,980,335 
13.3% 

6,279.7159 

17,700,566 
9.8% 

888,348 
(179,193) 

~n,rr?l 

331 ,378 

18,031 .944 
10.0% 

7.212.TTS 

$10,819,166 



UNITE D STATES 
SECURITIES AND EXCHANGE COMM ISSION 

WASHINGTON. D.C. 20549 

FORM 10-0 

(Mark One ) 

(XI QUARTERLY REPORT PURSUANT TO SECTION 13 OR 1 S ldl OF THE 
SECURITIES ANO EXCHANGE ACT OF 1934 

For the quarterly period ended ScPtombor .30 1996-

II TRANSACTION REPORT PURSUANT TO SECTION 13 OR 15 !di OF TH E 
SECURITIES ANO EXCHANGE ACT OF 1934 

For the trans ition period from _ _ 10 _ __ _ 

Commission file number O - 26728 

!Exact name oHt~fs~~a~t
9
l~~~~c\?,~a In ,ts charter! 

(State or other Jurisdic tion ~,
1
rfc~~:o,ation or organization! 

Regis tranl's telephone number , Including area code : 215 - 862 - 1500 

Former name , fo,mer address and former fiscal year, ii changes sinca lut r•pon . 

Indicate bj check whether the reg,fstrant 11) hH filed all r9P()rtl r•quired to be filed bJ 

~~~~ l~r f~~ ;;c~d~~!~• S~u;~~~s~:;:;:t:n~~-~f r~~"J~tr.Y.1::J>',:=:r ~ 
12) ha, been 1ubjoc1 to sucrriling requirements lor the pas1 90 days. 

Yes__x_ No _ 

APPLICABLE ONLY TO ISSUERS INVOLVE D IN BAN KRU PTCY 
PROCEED IN GS DURI NG THE PRECEDING FIVE YEARS: 

~tJ~fi!!t• bbl t:c•t~n i2.k1 j,h!t~t,~~~ f~R~½:~~~tl!sfi~~~~~n~C::A~t•:;•, g'j!. r::,:~:~i;~t~ 
dlsuibutlon of securities under a plan confirmed by e court 

Yes No 

APPLICABLE ONLY TO CORPORATE ISSUERS: Indicate the number of shares outstanding of 
each of the Issuer' s classes of common stock , as of the latest practice~ date . 

Common Stoc lc , S.01 par value . 29,917.446 shares outstanding Hof November 7 , 1996. 



TEL-SAVE IIOLDl.'IGS, f:>C. 
FO R.\I 10-Q 

~ p1cmher JO. 1996 

T ABI.E OF CO:STE:-OTS 

PART f . fi:,.;A'.',iClr\L ISFOR:-.IATION 

hc:m I Fm:mc1a l SlJtcmcnlS 

Consolidau:d Bal:mcc Sh~ls as of Scprc:mber 30, 1996 
and December 3 1. 1995 

Com,oild:1tc:d Statc:mcnu of Income for the three 
and nmc months ended Xp1c:mbcr 30. 1996 and 1995 

Comolidatcd Statcmem of Suxkholdc r5' Equity for the 
nine monlhs ended Scp1c:mbcr 30. 1996 
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PART I - rt,ASCIAI. INFOR..\fATION 
ITE~I I. FISA.',CJAL ST ATE_\IE:'1-TS 

TEL•SA Vt: IIOI.Dl.;\:G , 1:-JC. ,\.'JO 1.iHSIDIARI ES 
C0:0-SOLIDATEO BAJ.r\."iCE SHEETS 
(In thousands . excep1 ror sh.1r, data) 

As.stts: 
C urrent : 

Cash :and cash equ1valcnu 
~fa.rkcuble sccumw:s 
A count.s rccc1\'ablc , 11.adc net of allov.~c for uncollrt1 

1blc accounu of S9Jl and SSO-t, rcsp«-t1\·cl> 
Ad\ anccs to panmons and nocc reccn ables 
Due from broker 
Prce3Kt upcnsc..s and other currcnt u~u 

To1:.i.l curn-n1 a.s.wLS 
Propcrn, and cqu,pmcnt , nc1 of accumulated dcpr«lllllo n of 

SJ98 and .S~SO. rcspcc11\·tly 
lnwig1blcs, net of accumubted .imomzauon of SJ . JSQ and 

Si,5?4.rcspcc11,·cly 
Note rccc1nblc from stockholder 
Other U'>ClS 

TouJ aueu 

Liabilities and S.tockholders' Equity 
Current Uabili tla: 
Accounl.5 p.iyablc .1.nd accrued c:c:pc~s 

Trade and otbcr 
Puuuons 
St!es and c,c1ic cues p.1.yablc 

°""'' Sccunuc\ sold i.'>on. ac cos1 ro pu:ct.a.s.r 
Income la.'l:cs payable 
S otc pa\'ablc 10 srockholdcr • currcm 

Tot:.i.l current ll2bilit l~ 
Dcfcr.cd crcd1u 
Ucfcrrcd inconM: w cs P!\-ablc 

TOUI.I Uabllitie1: 
Commitments and contloa~nclH 
S&ockholdcn ' ~uity 

PrcfcrTed s1oclt . S 01 rar value. S.000. s.n.tte.s :,,ctho-
rucd. no shares ouutanding 

Common s1ock • S 01 w1cd value, 100,000,0CO iudk> 
nled . 29 Q.19,000 and 19.SOO.OOO issued ind oulSWld ­
tng, rcspcCU\cl y 

Add1uo!W paid-an cap1ul 
Rclalned curu.ng.s 
Untulucd g:un on marketable sccunucs 

Toul .stockholders' !9ullv 
Tot.a.J Li.abili1i~ and .uockholckn ' tquil v 

Srpcrmber JO. 
1996 

(L'naudlted) 

Sl60,l.16 
12.737 

21.952: 
1-4,SJJ 

2.389 
2:12,137 

l.1 .521 

2.793 

J.921 
W9J71 

S 19.?9'6 
4,7.W 
1.211 

996 

2.:l<O 

28.58.J ..... 
2.5" 

ll.582 

290 
187.710 

18.341 
1.455 

207,796 
W9.J78 

Octtmbcr JI. 
199S 

S,$ 1,211 

19,088 
3,563 
1.100 

194 
6S. IS6 

2,667 

1.490 
2,075 

S71.l88 

Sl2 .622 
3,047 
1.406 

51 4 
1.100 
2.375 
5 ,921 

26.98.l 
! 80 

2.809 
30.07-' 

19S 
37.2~5 

J,374 

41.31-' 
Sil.388 



TEI.-SA \ 'E IIOLDl~GS. l~ L. A:-.U SL'BSIDIARIES 
CO:'<SOUOATED ST ATDIE:'<TS O F INCO\I E 

(l;naudi1 cd) 
lln thuusamh. ('Xcep1 for per )ha re dala ) 

For lhe Three ~lonlhs f or the N'ine ~lonlhs 
F.nded ~ eiemht>r JO . Endt>d St! e1embt'r 30. 

1996 19')5 1996 1995 

Sale<, S60.079 S-1 8.366 Sl68.1S9 Sl 29. II 

C O'i l of o;alcs Sl.756 -12 ,696 1.a5,617 11 2.555 

G ross pro fl1 8 .J.?J 5.670 22: ,5.&.? 17. 156 

St-Hin g. gt neral and adrn inlS• 
tra1h·t .? ,..&5.? 1.66.:! 7 ,2.U -l ,080 

Opera lin l,! inc:urm: 5,M71 • .008 15 • .?98 ll .076 

Other income. ncl 5,,'1 6 19 1 7,9.:!J 210 

Income bt-fo re pro,·isiun for 
income Ca ~c, 11.:?87 -l . 199 .?J,22 1 13.:?86 

Pro,·ision for income 1ans .a .255 7.145 8.754 7.145 

l'iel income (loo;,;) S 7.032 S (2.946 1 S l..& ,-167 6. 141 

Proforma: 

Income he fo t e prm 1)t1J n ror 
income 13 \ eS S -l , 199 13,286 

Pru fo nn.1. pro\ l) h,,n ior In· 

come 1a, e,; 1.6110 5.314 

Pro forma nel income ~ 2.519 S 7 .972 

~ t' t income per share • 
Priman ,, . 16 .53 .51 

Weighted .1 ,·eragt conu.,on 
and common equh ·alenl 
shares outslandine • Prirnan 31 .699 15.9:?S 27,.?69 15.567 

l"t t im::umt J)f!r share - t-·u11~ 
Diluted ,, 16 .S.? .51 

\\'eigh1ed avenge common 
and common equh·alenl 
shares out.standing . full~· 
Diluted J2.J70 15.937 28.089 15 .581 

S.-t /JUO-,/NllfVUII Mlt l /,J COtUi>luialtd }fnaMla/ JUlltiMIIIJ 



TEL-SA \ 'E 110 1.DISGS. IS . ASD Sl:BSIDIARIES 
CO~SOU DATEO STATE~I E'.\I O F STO KH OLDEk S' EQLTn 

• o k I Il l ~l~ l ~1 m m1s ESDED El'fE~IBEk JO. 1996 
0:naudilNI) 

(In thousandsJ 

Common S1,JCl Unrie;altzcd 
AdJ1uon.:1l G,un on 

P:rnJ-tn Rcumtd MarkC'Ubk 
Shuc-s Amoum Cae1tal Eam1n2, S«unuc:.s 

, ... 19.500 S19S s r .1.is S ) .8~-1 

l ◄ . "67 

lssu:mcr of ":.n.anb 10 p:mitfons 1.077 

8.5.l-' 85 1)8,9&-i 

Enrd.w or common mx:I. 01>t1ons 1.013 10 J .~I 

lncomC' cu twndit rch1tN1 In utrci\e of 
common Sl oc k u~ ioru 5, ) 

t:nrullud 1.ain on m2rkC't.ible ~uri1 ie-. I JSS 

29.049 S!90 Sl!J7.71 0 Sl8.J.IJ Sl ,"55 

Toul 

S J l.31 4 

14 ,467 

1.07 

139.069 

4.471 

).9") 

I JSS 

S207,796 

Su uuor.,pam·ing NJt,s tJ <01UuluJ,.:ud jfNJM1aJ StaJtm,rus 

-5-



Tl:.L-~A n : 110 1.01;\GS. 1., c. A., o St:HSID IAIUES 
CU'.\ SOLIIJA n:o sr An. \ 1£~1S OF CASII I- 1.0\\ S 

(l naudiled) 
Un thnu~andsJ 

(";a\h tlu,...s trorn 11pcra1mg acu\mc:s 

'-ct m.:mnc 
dJU\tmcnt h rc .. ,mc1k net income ro nc:1 cash prmukd 
h~ tu\t'd 111 11,pcra1mg J<:11,·111c~ 

L nrc:.a luc:J lt1\\ , i;:11n1 on '\c:,uruic, ..old ,hnri :md ml: 
Lc:Wbk \C'1. Ufl lll" \ 

Pro, mnn for ~ud ddm 

Dcprc~iauon ;ind ilm,mu:u1on 

Ddc:rtc:d c:c:dll\ 

Hncrc:aie / dc:CfC::lie m 

Accuums rccc:1,ahlc • 1r:idc 

Ad\Jf'ICC\ I{• plnlll(!O\ :ind t'IOll" rc:cci\Jhlc:\ 

Prepaid c:,pcn\C'\ :ind uthl"r currc:m :is\CI) 

Olher n\C'I ~ 

lncrc:i-.c ldc:nl"a'iCI Ill 

Accoum~ :ind PJn:uon pa~:ahk, and accrued l"<pl"n'>l"\ 

loco:nc U,\C:~ 2!\ abk 

Set ~-:i~h PHI\ 1dcd b, U~f1 11UI! 3Cli\ llll" ' 

C ll \i; flo~, f1om ln\t\11118 3Cll'I IIIC:S 

Acquisition o r m1:mgiblc:~ 

Cap11,1.I c:,rcnduurc:~ 

Securn1c\ ~Id shon 

Due from t>ro Lc: r 

Loam 10 s11 ... lholder 

Repa~ menu of "od.holde r loan\ 

Purchase of rrur lc:t.1blc \Ccutt11e1 

Net :uh used m ,n,c:stml! :U.11\llll"\ 

C.uh flO~\ from f:narv..mi .icm 111e, 

P.iymc:nu t,· rcl:ued ruue) 

l.oilru ro 1,1ocl.nold c: r 

Pnx:c:ec.h lrom \:Ile: of ommon stocL 

Proceed, from c:.1.c:rc1sc of common '1od, opuons 

Dmrct-uwJn 111 11,x l hol,lef\ 

Stock redc:m uon 

:--c1 u,h (!t('\ 1dc:d h\ fin.1ncm2 :KIi\ llll"S 

Sc:t mere.a~ 1n Cll\h :i.nd cai h equ1 ..-:ikna 

Cash and .:ash cutm:ikms. ,11 bc111Mmif of l!!nod 

Cuh :and cash eQuiu!cms a, end o f ~ ttod 

1- ur 1he '.\ inl' '.\ lon1hs 

Eudtd ScmcmlM:r 30 
1996 199$ 

S l-l.467 S6,..i .l \ 

(l -l9} 

lJ ( 18) 

l .7JJ 769 
l!O 120 

r.?.991) CS.IIO-I) 
ill . .!70) (9961 

1.?. 195l 1 • .aJ.? 
11 .9.?I ) 

8.757 6.605 
-l .9 1-l i. l-l6 

11.6311 IS .246 

11.1111 , (-l.57) 

1.?t).()061 193'11 

0.1001 7'9 

I. JOO 16001 

u.o.~ , 
5. 1~ 

HO.SO I) 
{30,l.lJ) ( l.247) 

(I. ill, 

15.921) { i.0,&2 ) 

139.069 r .061 
-l .-l71 

llJ. 200/ 
(~ .500) 

137.619 16.59.l 
119,0 15 J0.59J 
.u .211 II 

S l60.l l 6 SJ0.60! 



l'Et-SA\'f. llOUll~( ;S. l'\C. A~U SLll~JDI .\RI F.S 
\'OTES TO C0\'',01.1 11 \TEI> n, \'\ CJAI. STATJ·, \11·'. '7·:-, 

l hi: um"1IJJJ1ct! ler1.1n1..1.1I SlJlcmcnh 1m. lmk· the JCCOUllh or Te l• 
~J\( H11l1.hng~. In" anJ 1h twl1 ,,..ht1ll) "1,,..ncd \uh,1d1Jrtt''i. Tc:1 -SJ,c. 
Inc and TS lm e,;;unent C,1rpor:11 mn. :mJ h.1,c ~en prt:pJrcd as 1( the 
e111111t: '> had opct.ucJ ,,., ., '>Hll!ll' ltJn'n11iJ:11eJ ~ruup ) lnCc their 
rc,~tll\c dltc, 0 1 111..:11rpt1ra11nn •\ II ttllt:r,,.ompan~ hal:mces and 
1r.1n,.11.1Jom h;l',c ht:o::n dunuu1i:J 

I he con .. ,11JJ.111:J 11n.muJI ,1..1rcmcm, ;mJ rcl.11cJ n,uc, thereto a.s of 
Scplcmht:r 30. If/96 ;mJ fo r lhc lhrci: JnJ mnt' month) ended 
Scph!mhcr 341. l1)9h and 1995 :uc pr1.•.,cntcd a, un.1uJ11cd bur m thi: 
,1p1m,m n r 111.1n.1gt:mc111 111dudi: .1II .1JJu\llllcllh 01: .. c \\Jr) 10 prc.ient 
I.ml~ the 1111urm.111un se1 forth therein Tiu: .. e adJU'ilmc:nb consist 
\old> or nom1al recumn~ accru:1b The cunsohJ:1tcJ balance sheet 
mf•1rm.Jtmn for Decemt'Cr JI, l1>Q'- "J" dcmed from !he audned 
fin.mc1al )l.11cmenh included m the Compan) s Form IO· K These 
1mcrun iin:mc1al s1:11cmt'ms should be: n:aJ m con1unc11on "1th lh:u 
rcpt,n The 1mcrnn rt'sults are noi n1.·Ce)\ :ml} md1..:al !\e o lhe 
rc .. uh s fo r .tn} luturc pen ,lds 

On Fchruar:, 16. 1996. the Comp,m, 0

) B\lJrd ,1f D1rec1or~ appro,cJ 
J lhrec -for•t"u ,pl11 or the cmnmon ,1.:x:k m tJie fonn of a SO% s1ock 
J1, 1tknd The aJdumru! !>h.tres re!>uhmg from the srocl.: \pil l " ·ere 
J1~1r1h111cJ on ~l .1rch 15 . 1996, 10,111 \ locktoldc:r\ of record :u the 
dth~ or hu~mt=!t\ nn Fcbruan 29. 19Q6 The coru.ohdared balan.;e 
,t1cc1 a .. of December JI. 199s retkcl!> 1hc r~ordmg of lhe srod: 
,;,111 J\ 11 II h:1J 1>i.:i.:u1tcd on l)~· .. cmba 31. I 995 Furthe r. all 
retcrern.c~ m the ,oru.ohd.11cJ !inan,1al s1.11cmcm.~ 10 :i.,crage numbc:r 
111 ,hJre, OU'\IJ11dmg and rel.ned pri.,;e\. per s hJrc arnount!t. " 'Ur.Int 
and ,1tX·l.. 1•p11.:,n J.1t.1 h:1, c hccn re\1:11cd !Qr all pcnuJs 10 rc0ct:l the 
\h>... k. ,pill 

Un June I. 19'-J l. t.itc Comp.in~. v. 1lh the rnn<.c m or Ullo Sll...: l..n,.,IJcrs . 
dcncJ 10 be w,eJ .a\ Jll S C11rJ)(lrJt1on A\ J rc,uh of the clec11on. 
J I! cJmmgs o l the Cornpan~ "ere t.l\eJ d 1rci.:1I) 10 lhc: SliX:kholdc:rs 
Un Se;nembcr JQ. 199 . 1hc CompJn} tc:rm1na1cd 1u S Corpora11on 
~!JtU!i Pro fonna ta, pw, t!ilOru ha\e been c:ilcula1L-d as 1f Ute 
C.nnpan} ·s rcsulu of opc:rauoru '4 ere 1:n:1bk as a C Corporation 
under the Intern.al Rc\enuc C.ldc for the three and moc months ended 
Seplcmbcr 30. 1995 



(J1hcr hlLOlllc 

TEI.-~-\ \ 'E ftOI.UI ' ( ;~. 1, c. ASO SUiSIJ>IAfU ES 
~OTES TO CO "iSOUl>ATEI> f l"iA~'C IAL STATE~l l:.STS 

Wonli nu t'd/ 

;\ IJrkc1.1hlt' \cwriue, J \ of Scp1cm hcr JO. 1996 i:nn.-,1st prim.:m l) of 
cquu) ,c:ur111c, da,,11ic.J a.) J\ J 1IJhk-1ur•Ult' A, \JrlJhk -for-SJ.lc 
.,c,unt1c, arc ,rated JI fJ tr , .,Jue. :inJ um eahud holding gJms and 
lu, ,c,. net nl !he rt'!Jled dcl errcJ t.1 , d lct:t. .ire rerortcd a.-, a 
comp,mcm l'I ,t- ~k.hl)lder,· cquit) Real1led gJub and losses are 
Jc1ermmcd 011 zhc b,1, 1, of 1he spe.:1fo. ~curu1cs wld 

Other ini:cmtt· ,... as S5 J mil lion III the thi rd quarter of 1996 versus 
Si9 I ,Of)(J fo r the thirJ quarter or IQ95 OtJ1cr income fo r the qu:mer 
md ude, 1u. o nnnrecum ng gam~ a 51 J n111l1on g:&tn on lhc SJk of 
,c:ur111e, 01 .mother loni d1st.:1n.:e i:11mpan) and a SI S m1ll1on gam 
on lhe .')J lc l•I ~hurt 1cr111 L: s. Tn:J)Ul) 54.-CUrlltCS The remainder of 
other mcome cons1s1, prun.:tnl) 01 1111crc~1 mcomc carntd on the 
C. mtpln) ·, CJ\h t'l.1 l.1nce\ result ml= pnmar!I~ 1rom 1hc unappllcJ 
prn,.ct"l! \ 01 the!' Cump.tn~ ... publ!~ OIIC'fllll.! Ill Apr :I 1996 J nd C'<Cess 
.: .1, h f rom ••pt"rJ11ons 



ITDl 1. \1-' ·\ GDIE\TS IJ l>l'l SIU~ A.\I> A\,\L\'SIS Of Fl~ A~l'IAL CO:-.CIJITIO:-.C A:-.CD 
Hl-~SCLTS O F OPER.-\TIO\'S 

l 111 rod11ctiun 

Thl' Cnmpan> .... :b rour:<lcd m 19~1) J\ J s..-.uchlc <;, rc,;cllcr ol AT&T lung d1,tJnce SC'f\lCC'- to 
\m,,11 .md mcd1um.,1,cd bu,mc\!.CS The CompJny ,._ m the proct:'iS or compk1mg 1hc <kploymcm 
<11 11, O\l.n n.,umw, u.Jc hing d 1~ 1:rncc nc 1,,,. or l-.. 0th: Ikner :--:c1 ,-oos~, 
Tlw C,mtp.11,} ·, sale, 1,, J.uc h.nc bci:n dcn\Cd trum !he ri:,.,Jc 111 long d1 'tlJllLc sen ices Thi: 
C,11np:1n} , cO\I 01 )ak, cofu1s1s pr1m.1pally of charges fur bundled long d1 .s1ancc: services. as 
i.:h.JT~t:d h) Al&. T , p,m111un t:hJ rgcs. nc1 o r usa~c and other '11 ounu . v.ttu,; h are based on 1hc 
u<;agc o l p:mmons, and end u.stcr b11lmf and support TI1c Compan> bc:hcves th:11. ~1stot1cally , 
thc cornpc1111H: term~ of us con·ract t:mm v.nh AT&T and 11,; ab1luy 10 manage and dismbute 
data arc- l11e pnnur:, rc.1son .. for its sales m..rea~\ In 199:!. . the Compan) negouated a contract 
1an 11 141th AT&T. re,ult1ng 111 !014et rati:s than 11, prc\t0u, 1.:ontrl1.:t r.ar1ffs In Ju l: 199.:. llle 
Compan~ ohcuncd t'-' O nc:14 comract r.an!ls with A r&T. resulung m further reduced ra1es for the: 
AT&T-SOS semce and c,,mpc:t1me 1em1s for AT&T 800 Scrnce. '-'h1ch tlll' Company then 
bc~.1n hi 111.1:kct ac!J\c-1: 

In Ocuibcr 1996. the Compar.: \Ub~nbcd to a OC'-' AT T contract 1:1riff, which pcnnns the 
Comp.an: 10 con1muc to re\C'II AT&T long d1s1ancc )Cf\' lces. mdudmg AT&T-SON se rvice. 
tt:T l1u1: h m1 1-1998 The nc:t, AT&T 1.:omrac1 1ar1rf JI ~, include,; other AT&T services (such as 
1mr-r~11on..l ltJng d1stJnci:. mhounJ :md outbound scr. 1ccsJ that ""tll he used m the Compan; ·s 
nc\, n.Jt1Un'-'1Ji: lung d1stam:e netuork. OB~ TI1e ra1i:~ that the Company will pay under the new 
Al'& r c.:o111ra1.:t 1.1r1fl arc mort· fo,or:iblc 10 the Compan)' than under pre\ 1ous untfs . During 1! 
term. tl1c nc,.., .'\T&T cm,U"JCI 1anfr 14111 en.Jble the Company to mtmmize po)s1ble anricion tha1 
might rc)ult from rr.onng i::mung end users lrom the AT&T network 10 OBN' . The new AT&T 
i.:ontJ ..t tanlf al,.o pcnmt'i a mnr~ gradual 1111 roductmn of ODr-: , Y.h1ch should reduce the expcn.q: 
01 prm td mg lhe capacu~ reuULred ma mc>re r:ipu.J plM~-m 01 OR~ and lessen the impac t of any 
techmta l Jt frkuluc \ durm_g the rha .. c•m of OUN The more gr:idual mtroduct!On of OBN . 
hoY.c \ er . will p:1,1pone the ei,mran) \ n:.1h1J11m1 01 the anuc1pa1ed ~ncfil of the more fa, orable 
m.:irg1m. for OB'.\' ~r, I\.C . and the nc•.-. AT&T comr-.1..:1 cmff require) the Company co commn 10 
pur ..;h.1 5(. \~J O nulhun 01 scr\1Ce from :\ &T mer ,he ne~1 J ye:ar This c,:nnmirmem 1s larger 
1har JO) prc\111u, comnutmcm 1ha1 the l'ompan) ha'- m:idc, but the Comp:iny bc:ni:,·cs Ull! it can 
be mei ha-.cJ 11n it \ .:um:m pun.hJ,e\ N lt•nii d1 ~t:111ce \.C'f'\ 1ce lrorn AT&T of Jppr,,xim.:nel: S1 0 
nulhon per ml)mh Further . tJ1e Comp:m~ c:in lem1111:.i1e the new comrac1 unff,.., 1thoul liab1IU) 
t,> ,\ T&T a1 thi: 1. ,d or the fiN 18 nlllOlh"- 11 the Compam ha-. purchaseJ S90 m1lhon in sernces 
trorn "r&.T under tht: nc·.\ 1.:umrac11ar1f l. The omp.an) c.111 al~, 1c:nn1nate the n«:'-' comrac1 
ur11l 141tl1ou1 l1ah1h1: 10 . .\ T&T m the lirs1 18 month) if the Company and AT&T enter mto a new 
comra,1 1.:mft or another con1ra1,.1141t.h J rc-\enue commument ,,1 at leas1 S5 nulhon pcr month and 
a tcnn 01 a1 lca')I the d11feren1.:e her.14t:en 18 months and the numbc:r 01 months t.h;u the Compan} 
1,ubsi.::nbcd 1n 1hc comract tanff. pro\ 1ded thJI the Compan) must purchase or pay for AT&T 
')ct\ ice ~ urltkr 1J1e contract uriff oi 3l k:t.s1 \5 rmlhon per month fo r the momh., prior to such 
term1n.Jt mn 



TEJ. -"i \ \ 'E I IOl.01 '.\'t; s . l ;\ C. A;\ 0 . L HSIDIARI ES 

Th,: C ,,11:p.1n:. I\ ,..,minum~ the ..!qil,1)mc111 •Hou, . \l.h1i,;h 1ca1ure-. li H: C.,mp.1rl)••J\l,t1<J. AT~o.:.T 

in,"' I ,i.c::1 rc ... hn, 1lu~1c,. ln1.. hcrcmJ ltcr ·Lut:c111·1 manu lJ ltureJ 5 1- SS- ~00) ,. .... 11.:hc,; 
,.1nnc ... :c..! h\ -\ T,\. r J1g11JI ltJmm1,-.111n IJllllllc\ ln~tJIIJ ltun 01 lhc 1r:an ... m1'1\h)Jl fJ..;1hllC) Jnd 

1hc : ,c ,·.o. :: .. he m JJ,J,,,1m1lk '\ c: ,... Y.1rl, Cit:, Chu.ago. OJIIJ \ .md San FrJni:1:,.:0 ·- 1~ 
)Jt'\iJnt1.1:I:, t:lllnr lc cc . anJ lc,tmg 01 thc ncl'.o. ,nl 1\ hem~ pc:rrormeJ b) tht CmnpJn) :md the 
l•1<..JI e\d!.ir . .:o: llmcr, 1·1.Ec,-, \I. hi\~ 111(:al nc1,... n d,, tnlC'rconnct.t ,... 1th tJ1e Cumpan) ·s h)ng 

Ji,,.rn ... e ne1·.-.nrk The C ompJ!l\ h 110\1. m the prn, .. c,;~ o r a,.11\ Jl tnl! .Jlle\\ 10 the local JrC'J!! that 
,..., I! he ,1.·;.,:J r:, cJ,.h , ,... 11 .. h. and hJ \ begun plJ..;mg end u ... e,, on OB '\ 1hrnu~h the facl.~"'•llc 
,.,...11,.h on, mdt..dc, ed1o1 c.. .1n ... clt .1 t1on e~u1pment pur ... hJ.scd 1mm I u1.tnt Thi: Compan~ 
npc ... 1' (JD'- hl t\c •. ime fU/ll!Jl)rtJI \l\ er the nc\l three mumh~ 

Thc CnmrJn:, lx-Jic·.e thJt l?fll\\ mar;in.., i.,r un, long d1\l3ncc .. i:r.11.e u.tll be h1ght: r than for 
AT&.! ti,11..: J1 .. 1Jn .. c -.cr.11.c AT.._\.r loni; J1~1an1.c $Cr.11.e 1\ ·bundkJ .- u.h ich means that the 
l nmpJn~ rJ,., J ,mdc. all•m,:!u\1\ e pn .. e r.1 AT&T hlr S\l.11ctung. frJn.,mM1on. and LEC x .:ess 

013'- llll,.! JI\IJn .. e 1,Cr•.i1.e" -unhun.lleJ - u. hh.:h mcJnS th:u 1hc CompJn) pro\1dcs us ou.n 
i, ,... ,1,.h1nc. pJ~, AT&.T hlr 1t.1n..m1,,1,m. Jnd PJ.>s ai.;1.ess foci, duccll) to LECs The 

-unt,unJkJ- i.;hJrgt:, pi;:r 1.JII on oe, are c,pc..ted w Ix le \\ than 1hc -txmd led- charge pa id to 

AT .. \. T In JJJ1111,n. on, \h\lUIJ re 'iUII In J IJ\[Cr and mnrc rehahlc -pW\IS I0/llnJ( proceS\. Ill 
u. hu.:h enJ U\ef\ ,... h,, hJ\e rt·~1:c,1cd lhe CmnpJ n~ ., )cr,1 .. cs ac!UJI I> beJm 10 rc~el\ C lhi)i,,e 
,er\1.._e, 

on, h the ln,;u, n l the C11mp.1n~ ·, rn;rcnt J 1rc.;1 matl.c11ng effo rts In cnJ U~I', The Compan) 
1i, J I-..., cn... -1u1 ag1,1i! 011 '\ wk, m~nu!!n u~ pJt111H1m that purcha~ 1he Cnmpan> ·,. \Cf"\ ices fo r 
re'o..L le hi c•1ll u,cr, The C,1mra11) C'(l"t:'-l ' thJt b> !ht· end 0 1 the h ,u rth quaricr <lf IQ% a 
)lgnHkJlll rorthl/l Il l II\ OC'-' cfh! U-.C-1\ u. 111 ~ pt,1\ l\h)lled 10 081' 

on:--. Jl\,i ,.-..,11 pr,1\1Jt' the l, x.:J I ..ef\ 11.c c:,pah1h11e~ needed 111 support the Cump:m> ·s planned 
prm11i10n oi Compc-1111\c 1 -.:k1.:,m11:1umc.. J1,on, Prm1Jcr o r -crp- ,er.11.e.!'I T he Compan> 
in1c1l<h to bc;an .icm 111es rn plam:mg :m.J m;ir~cung CTP '-t: ~ 1t c ~. a nd pu: .:ha~1ng , mst.1! hng and 

tci,ung 1hc \ '-' 11ctung mndulc, n,:ce~\31: t,1 rrov1dc such \C f\ ice,;, alte r O B~ becomes full~ 
func1 nnJI 

In Ckwhcr 11)95. F.-\ SB 1',u.:d SFAS \ 11 1:: :;. ~,, i.:-.:nu nung fo r ~11,d, •B:iscd Comp-ensauv r. • 
SFAS :--.o l~J C\IJ.bh ... ~cs J \J[UJl 1un mcth11J hit .11..:numm~ tor i,lcx l -bascd compe~uo n pl:an:t 
c:tlher Ll1 rnugh rc-co~mw.>n o r J 1-.i.;losu rc The C.m1pJm 1men<h 10 aJop1 the cr.iplo} ct: Sh):l ­

ba.-.cd cornpc :is.111,,n prO\ 1,1utb 01 S I·:\ .) '\,, 1:,1 b) Jt'l\: lthmti; 1he p ro fumi.a r.c1 1ncon~ and pro 
lorm.i net ml umc per ~ha re am,,unt ~ a~,umm; 1ht· r.m \Jluc method ""l' :ad .... •p1eJ J:mu.ir;, I . 

I W5 \\ hilt' the J..!11p111111 or lh,~ ,;JnJuJ u. 111 rh1t unrac1 Ll,c C oJmpan) ·, r.:onsolldJ1cd rc:..ults of 
o pcraunn... liro111.1 .1 ! p,1~ 111o n or t:J)h 11,, .... ..,. the 1mp/cmc111a11nn o f rh,~ d1M: losu rc rcqum~mcm 
could hJ\C J./1 1mra,: tin lhC' \hll.. l \JIUJl1on, OI puhltl companies u. 11h 0pl h}JlS or \I.JITJ!lb 
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Resulls or Operation~ 

The foll0" mg table!. sc1s fonh fo r the periods 1nd1c:m:ll cc:nam firunc,al dat.1 as a percc:mage of 
sales . 

Cos1 or \alcs 
Grms prun1 
Scutna:. arntr.al :and adminCltnlin 
Open11in1 incort1t 
Othtr lnrnm,. ntt 

lncomr bdorr prnvbkln for 
lncomrtau:\ 

l'ro,·iJlon for im.·um, l:Utll 
Stt lncomr 

PnrtnlJlltofSaln 
f or the Thrtt ~lonthi Enlkd For the Nine ~lon1tu. EndNt 

~p1rmMr JO. StpeirmMr JO. 
ltmi J9951A I 1996 19'15(Al 

IJ .9 

...!.l ,., 
.1.1! 

uu 
.1J 

11 .7'\ 

'" ..L! 
8J 

.lL! 

100.0'\ 
JIU 
IJA 
..w ,., 
.il 

IJ .H 
.LJ 
8.6~ 

1000,;;, 
..!!WI 
13 ! 
...LI 
10 1 

...ILi 

10 ~ 
.d.il 

6.2"i, 

•"' Pro forma u, prO\t~ions h,a\c been c:1lcul:11r:d .u ,fthc ComJWi~ ·s results of opcraoom ,.,rt tuU!c u a C 
corponuon (the Compan) ·, cuncru u, s:atu\) for lhe three :md nmt mon1h1 ended Sqxcmbcr .30. lffl P:,or u, 
September ! O. 1995 . the Cl>mp.M!) 11,,1,s .11n S ~orponuon ,.,.,th all um1t1 \ wed dirt< tly JO 1u starcholdcrs 
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fhrrt' \l,1n1h1 h11lrd \t'ptrmbn JO. /1)96 M tht' Tlm•r \/mttlu 1-·11d,1d .\~•ptrmhrr 

"'· /'J'J5 

.\.:fr1 S.iln m~re.1\eJ h\ 21 :r; 10 t,1 ) I m1ll11m m the 1h1rJ 4u.1rtc; ot i'Xlt> tr•"m 
5,.; · .: rn1;h,•n m :he lh;rJ qu.wer t1I 1'~' 5 l hc inue.1,e m ,.,le, rc::.11cd primarzl~ 
hi the:~ lllllllUeJ e,p.11h1nn, I !Ju: C,unr.in} ) J1,rrtnul11>r: ne!'.1.,,rk •II plrt1lltJl'..'i . .l.S 
"'ell a, mue.1,c, m 1hc num~ r 111 nrJcrs suhnuucd b} the urnpan} ) n 1stmg 
p.im1111m Onc p.1m1111n. r hl' f ur,1 Gr ,1up. Ill\. a .. ,ountcd ror apprli'(JmJtel~ 13~ 
,,r thi= C.m1p;m~ ·, .... rc, ,,., the thirJ 4u,incr 01 l'~lf', \Cr,u, 1er,1 m the 1.htrd qt.l;incr 
,, r 14<)"\ In addm,1n ,1~1u1i~.ua p.mn111n m.id,ctm,!! cllun, hxu:r.<d on mhound 
~t)I) ,cr\a;c rc,ullcJ 111 \Jlc• ,11 S:!2 f'> n11J11on rnr the three monih period ended 
\eptcrnhc, •11 . 191)1, ,c.-r,u, I-+ O rmllmn 111r 1he thrc.-c m,1mh pcmxl ended 
~cptcmt-cr •11. J1)ll5 

CostnJ5'.lt') ThcCump.1n, ,.;,1\1, ,n,.ales1rn. rc.i,cdh~ 21 I'< 10 S'i ! Sm1ll1on 
rn !ht· thm.J 4u.ir1er nr lllll11 trurn S..: ~ nulhnn m 1he thnJ 4u.1r1er u l 1995 Thc 
m~rc.1,1." 111 1.n,1 lll ,.ik, rc,ulred pr1maril~ rrum 1he m.:rea,c m )J.leS 01 AT&T ­
!>D ' ' Jnd m •mJ 'ltlU ,cn11.e~ JnJ lhc m111at111n or d1rc1..1 markcung aO:!I\IIICS m 
!•Nti 

(, ,.,11 ,\lar.,•111 G111,~ nw1~in tndCJ-.cd 1,113 1J'(. m the thud qu.1r.::: 01 1996 rom 
11 -o:-; Jurm.; 1he 1h11d ~UJflcr ur 1905 TI,c mcri"J'ie m ~ro\~ nur~ in "as due 10 
lm,i.c r ncm,11 i.:1"1 .. ,1thc.·1 h\ <lnct:: marketm~ e"tjlCn.'>c '> and higher \Olume 
J1,1.11UOh l,l(C:tJH) p.11(111, lft'I 

•\l1hnugh. 1!1c t,J,1t: r.11c, ,11 the thrn· l;1rgc'il h Ob J1..,1ancc carrier, ·\ l._\:T. ~! Cl 
.111J Spr·r.1 h,•\c .,;,1r.\1 .. 1cmb m .. re.1~J O\Ct 1hc pa,1 1hrc.-c )c:tr'i, •\T&T ar.d <'lher 
~.irm:r<, h.i\c.· ar.n,1ur.u·d nc'>I. prh.c plan, :llrtlt'd a1 rc,u.kntial ..:u~10111crs '>I.Uh 
.,,~mri1.aml:, ,,mpliricd r.11c ,1ruc1urc,. '>l./111.h lllJ~ h.1\e the 1mpJl! o i !o"crmg 
mcrall lnni.: d1~1Jn1.c pr1Le, There can he nn a~\Ur'Jncc 1ha1 .-\T&T or Olhcr 
CJrrJcr, "*!I nnl tll.l~C '-10111:u ollcr111g, J \ Jll.i blc lo the \mall (i\ tr.t'Ctum .SllCd 
t,u,me,,c.·, lhJI the Ol!lpJII~ \Cf\'C\ Ahhf)ui;h 00'.' ,, C'(J>c1.1eJ [,) male tht' 
C.1111pJ11~ m,irc pn .. e cm:1r,c11t1H: a reJm.t1un m lnm• d1 ~t.111u· prt..:cs srill ma} ha\C 
J nutt':1.1/ alher~c mip:i,1 l' ll lhc Cnmp.iny', gr,1,, m.1r;m n fururc.· 1~rhiJ~ 

Selim ~. '<t'nl'fdl ,md ,1,!1111•mtnuoe etpt''l lt'j . Xllmg . general and adm1m.'>lr3fl\C 
t." \J)Clbc~ 10..rt·J,cd t'i} .J. 5'~ 1,1 S2 5 rmllmn tn the Uurd quancr 01 19',o lrom SJ 7 
1mll11ln m tht· 1turJ quJ:-ti:r o r Jt1Q5 The m.;rC"J'iC m selling. generJI Jnd 
JJ1111111,UJII\C nr,cn-.t:, \\,l' Jut' prun.inl} l<l lhc tthh JSSO.:!Jled " Ith hmng 
J1ld1uor~I n:Jrwgc-mcm pcN1nncl ltJ ,upport the Cilfll fMn~ 's commumg g:o·Ath, and 
U!Cft'J...Cd Ice.-, hlr prnh.·s~101ul scr, ICC'S 

Other l nwmt' Ott.c-r m~ omc.- '>I.J ~ S5 .J m1U11)n m thc thud quartet o f 19".lo \Cl.SUS 
S191.000 lor lt1c rJmd qu:trtt'r 111 199· O1.her mcomc lor the quaner 10.:.:ludes 1-.-.0 
nonrccumng fJIO\ a SI .J null1on ga.m on the ~le 01 sccurmc, lll anolhcr long 
J1)IJ111..c cnmpJn~ .inJ a SI 5 mil hon gam un tht' )Jlc o i shun term L" S Trca.sut} 
'>l."CUrll1c\ The rcm.11nJcr ~• I oU\t'r mcumc com,l) b pnm:ml~ 01 m1ere:i1 mt.:omc 
eamct.l ,m thl" Clm1pan} ·, cJ,h balance, rc:iul11ng pnmanl~ trom rhc.- un.1pplu.-d 
prt"-t'ed, 01 the C,)mpan~ ·, puhhi.: ,,ffcrmg m April 199o and c.-~-.c,\ c.1~h from 
opcrJII0ll) 

PrmwonJur mcome> raur The Comp.i nf·, effccmc tJ\ rate dech~t.l tt1 3i 7~ fo r 
th~· 1hrcc momhs cndt'd Septcmticr 30. 1996 from the pro fonna cllcdt\C 1;n rate 
01 JO 0~ tor the tltret." month\ ended !:>cplcmbt."r 30. 1995 due hl JO an11c1pJ1cd 
h1'>l.cr clfccme \!Jlc: 1:1~ rate m 1996 

· 12· 
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Vin,· \fonths l:. nded September JO, 1996 tu tht' \ ine .\lontlts Ent/ed September 
JO. 1!195 

5'1lr1 5Jk.'l mue.1,crJ h\ .:?9 !> '1 10 Slb8 1 m1 lhun m the fir~t mnc mom.h.s o f 1996 
lr<lm SI ~9 7 1mlhon m ti1e rir'lt mnc months o l 1995 The rncreJSc rn S3k~ re'IJ!Cd 
prm1Jr1I) 11..1 1b: wntmucd c,;:r,ans11m 01 the Compan~ } dm nbuuon nc1" ork of 
p.in1110~ . 3\ " di J\ 1m:rc:hc, 111 the number l1f onkrs submuh:d b) the Compan) ·s 
c11snng par1111on... In Jdd111on. ~•gmiic:rnt pJ ni t1on mar l c:m1g cfron.s focused on 
111bounJ 801} .'11."r\ 11.'.C rc,ul1cd 111 \ale-. ,11 SS ~ 1111llson fo r 1hc nmc month per1oJ 
ended Si::p1cmbt:r 30. ]1){16 \cr\Ui, SVi I m11!1on fo r !he nmc month 1)1:noJ ended 
Scp1cmbcr JO. 1()()5 

Cosr of Salt1s Tht." C,1mp:rn) \ c1,"3 111 ,ales ull.rCJ"<J t'I) ~'l -l 'c m S! -l:i 6 m1lhon 
m the rir}t nml· momh, ,,, !'No from SI I .? t, m1lh11n m the fir!II nmc: momhs of 
1995 The 1r..: rc:i"c m ,osi 01 \Jle\ rc, ul1 ed poma n h lrnm the 1m .. re asc m sa les ot 
AT&T-SD:-.: and mNiund Ofl sc r,11,;c<; and 1hc 111111;11 1on 01 di rect marketi ng 
JCII\UIC'\ Ill 1996 

Grvu .\farl!m GhM marg111 mca·a,cd 10 13 J C-: m the rim nmc months of 1996 
rmm 13 .:: r;. Jurmg the fiN mne momh-. or l~r The mcrea~ m gross ma rgin 
...,a\ due h.J k1 \\Cf nc1...,ur ~ Lll\t\ 011 ,c1 b} dm:ct m.ar~clmg etpc:nks and higher 
u,lume dt'-t:uunh 11• cenain pannmn-i 

S,·!lm:!. ~cmt'ffll 0 11J ad•nm11trmne r.' l{'t'nJ~S ~c:lhng. ~encral and admm1 1ra11,e 
c, flt'n-.C\ 1111.re1s,d b) r 5 '1- to S7..~ m1lhon m 1J1c fir!lt nu.e months or 1996 from 
S-l ! m:lh,m m the fir-i nine montJ1s •11 1995 The inc rease m sc l!mg . general 1nd 
aJr:1mhtrlll'.c <t pen<;c\ ..., a-. due prl fnj fll )' r., the co111s (including bonus pl1n 
ai.;crual-., j ,,,1\.:1.ucd ..., uh hmnf .idtl1uona l marugemcnt ixrMJnnd m suppon the 
C,impan~ ·s .:tJnunumg g-o .... th. Jnd mcrcned fc: c!I for profess iona l St:f'\tccs 

Other Ir.come 0 1hc r m\ome ror tht' fir,;. t mm: momt1s of 1996 ...,,3s Si .-J m1!11on 
'vcrsu\ S211).00) lflr the lirs1 nmc month~ J year .1go Other income fo r the quan cr 
1m: ludcs 1'-' 0 nomccurnng ga m~ a SI J mil lion ga in on the sa le of ~cuntic:s of 
anc,1hcr 1\1ng dmancc c11mpjn:, and a I 5 m1lhun gain on lhc !IJ!c of ... hon rerm 
t: S Trca~ur~ ~,urnie~ The rcm:unJcr of l.llhc: r income coru.1s1s prun:m l~ of 
mtcrcst nKome c:1rr.cd un the Compan} ·:, cash ha lance<; rei.u llmg pnmanl~ from 
the- un.=pphcd pn)i,,·ccJ~ 01 t/1c Cc1mp.111~ ·., public nllcr111g m •\ pri! 19Q6 3nJ c t ccss 
c..1sh from opcrJuuns 

/'rmu:ur. for m<vmt' taxer The Comp:.,~ ·s effecmc t.11. rarc dC\.'.hni!d IC' ,; - - r; l.:>r 
1hc mnc r.1,,m!h cncfrJ St"rtcni" r lf). !')QtJ rrom the prr. fomu cffecll\e U\ r.ue ,11 
-UJ O'r fur the nmc momh, ended St'p1eml'ler 3tl. 11.19.5 due 10 an an11c1p..1ed lo ..., er 
e llcCll\C \[J !C' ll t rate- m 19'}(1 
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l.iqui dil~ a nd Ca pital Rr, ,,u r( o.•, 

I he C:.1mpJm o..om,ummJ!cJ lh m1l1Jl puhho.. 111!crm.: ,ll ; 14 5.0u) ~hare~ of 
,1mrnon ">ll~ l. m Scplcmhc~ anJ Oc10bcr or 19')5 The n,mp.1n:, rc,e1,ed nel 

prnccc1h 1mm ,uch ollcnng 01 s.1:: 1-1 million. or "'-h1i.:h SJ ~ rn 1lh,.:,n "".,,, u~ 10 
p.1~ thc mmoru:, 'lol1k.li.h1)IJcr The C,m1p,rn:, 1;11n.,,umma1cJ J publi..: o llcrmg of 
lol.5::- .1 .r..11.111 \hJrc , 01 Cumm,111 Silk.Ii. m April :inJ .\l .1 ~ 19% Tho.· Compan} 
rc,;cl\ell n~·t pri.1Ccc1h rrnm such nllering ol appro ,; 1rn.11el~ SU9 I million In 
aJd111,1n. m lune!' 199'1. ccr1.:un opt11m"> to purchJ\C shJrc, Of the Comp:1n~ 's 
Co.umn,in S1ud " Ctc nc:-i.:1\cd anJ the Cnmpan~ re: ei,eJ net proceeds of 
.1ppr,1 ,1n1.11cl:, SJ 5 rmllmn l he 1a ,; hcne fi1 realized rrom the i:,;c rc1sc o f s1oc k 
11p11un, "'-J' .1.ppro ,; mmcl:, S'i 9 million anJ 1!. rellc;,.1cd 3\ an aJJUStmcnt 10 
JJd111on.1I p.11d Ill CJpllJI and IH e, pa:,abk Al of Scplem!ic=r 30. 1996. the 
C,,mp.1.n:, h.1J CJ\h. i.: .tsh eqU1\.1lcrm, .1nd ma rli.c1:1hlc \Ccurn1c\ 01 :i.pp rn , 1m:i.1cl~ 
Sl7J O rmll111n 

Smee 11, mLcpuon. 1hc Comp.in) h:t\ runck <l us opcr:u1(lnS prim:ml:, from CJ.sh 
cc11crJ1cJ h\ opcrJt!OOii an<l rn J lc'i(cr c:<11:m .1d\a1i...:-, from , 1oc kht1IJcrs and 
hJnk hl1r: 1•" 1111,:-. The ( \1111p.m~ ·, O: .t,h ilu"'- pro, 1JcJ h~ opcrlHom "'- J'lo 11 6 
mill z(/n :mJ ~I) ~ rn11/1,m 111r the nmc months ended Scp1embcr 30. 19Qt, Jnd 1995, 
rc , pci; U\el) 

l hc C,1mp.1n~ ·., "J.t11l.m.: c.tp1t:il 1,1, a, SIS'.- f'! m1llmn :ind 5}5 - m1ll1on :i t 
Scp11·mhc· 30. J'}Qfl anll l'~l~ . rc,pcct1\cl} Tiu: "'1gmfa:am :ncrc.1~e m "'- •Jrkm~ 
... apual "pr1111J11I) J rc ,ull .._, , thc co111filc11011 of ire Compam ·~ puhl ic 11ffcrmi m 
•\ pril JnJ \f.t\ . llJlJr, 

fh:: C11mp.1n~ m, c\tcd ~~I) O mdlron m i.:Jrll.11 cqu1pmc111 Jurin le! rht" nmc mr,mh.,, 
C'/lt!cJ ~plC'm~r 31) , i99t). nl "'-hlch Slfl .5 m1lhon \l. :t) U'lot'J !Or the lCl.jUl~Hton of 
LJPllJI c1.p1pmcru .1 nJ nM.111.1111,n i.:u'it '> rel.nm¥, m rh~· deplo~mem ur OB,-.; In June 
199(1 . rhe C.1111pam purd1:1,cJ a nc "'- hcadqu;irtc:t~ l'i01ldmg 1n ~ C: "'- H<1 P'c . 
Penn,) h :m1.1 1111 ;ipprt"zm,11t:h SI 5 m1lhon 111 Jul) 199b 1hc C,,mpJn~ :tlw 
pun.h.:-.cd J hu1l1,hnl,_! m Ck.1ru:i11:r Flor1d.1 \\ h1 .. h "111 ~ u-.cJ ,~,r J 1rcc1 uu rkcung 
hir ;ipprr/\1m.1!ei , ~1>!.)l )JJi)t) 

In ~l .1r1.h Jt'.)(111. 1t1e Cu1nr.1m nc~•ul1Jt1:d a:1 un,e'-urcJ . c11mm111eJ Im~ l) I crcdn 
"'- Ith p,c B.1.11l.. " ·\ t ~C,i:JII l·l~tltt~ ttl under "hid! ht>rt U"'- lfll!' Ill up 1(1 S5t.) 0 
rr.dhnn .1rc J\J1!.1t-h: lhe C~•mp.tn\ s-. rc:4um:d 10 pa:, .1n a,a1lah1I H~ foe of 
St>~ .~00 per :annum. or O 1:, r; o f the 1,11a l ;l\atl:anlc ~mo" Lng!I- l01 eri:~1 on 
horru" IIH!, 1, pl~:ahlc mt•nth!~ 3! P~C 8Jnk ·s pri mt· t3fc le,;,; 0 f( ,J: LIBO R plus 
0 1,;-5 r; .11 the r 11mp.1m ', ,1pu,in Prm1. 1pal 1, r :a~::ihlc uron demand h~ p~·c 
B.1nl. l 'nJer the tc nu, ul lhi: Credi! F.1i.:1h:y, the Compan~ must m:1 1m:im Cl!rt.:u n 
1in.:ind.1! Ln,ca,mh .ind .1Jh,:rl! "' 1.erum re\lflCt1011\ :\1 Scp1c:mht'r :n. 1990. lhe 
C.1mpln) h.1J 11,1 ~ 1mm '"!?' nu1 ~uni.Jm~ under the Credu F.1c1ht~ 
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I he C,imp.,m tu, u,cJ J p,1r11on 01 the prOl..ce,.h Imm 11<1 t99f, swd, •lllcnng 1-,r 
111 .tJ\Jn .. c, !-• ne<J. JnJ C\htlOg p,1r1111on., 10 ,upp,1111t1e1r 01Jrkc11nl! cfron,. 11u 
pr,xurcme nt ,1 .t.!J1t:,,11,1: h.uJ'A.,He .ir.J S011\\Jre !or 08'\. 11111 dire\.: m;irkcung 
crfon\. m .. ludml.! the pur1..h.'.l\C ,,r a d1rt"1..I m.:irle11ng cemc r in Clc:irv.ater. Florid a . 
:ind 11\ J Ute pur{,.ha,c 11 1 J nc•.1. hc:uh,1u.incr<1 hu11Jm~ m :--;c" Hope. Penn\~ I\J01J 
Thi: CornpJn~ 1111cnJ, "' u..c the rcm•umng 1mxccJ\ 111 IU turthcr !UnJ nc:,... and 
C\l"lllll.'. pJ rt1t11111\. 1111 hi c,p.tnd d1tcLl marlcung ctrort.s. 1m:ludmg the build ou1 
of the d1rc1.1 nwrlctml.! Cl.'llll"r, and 11111 tu IJl.c :u.h amJgc or grn .... th opJ>-,muniucs. 
mdud1m: ut 11,11 hmnC"J 1, 1, P.."'1Mc .ic4u1~1111m, anJ dc\duprnem of CTP 
!-icr.1\.C\ f., .. c,, .:.i,t1 1, 10\c,1cJ prinuril~ m ,h,,n 1cnn gmcmmem SC(Urtllc"l JnJ 
\.3\h c~u1\,tlcn1' .:,m,1,w1.? n l rnnr.c~ mJ r ct .t1,..:,mnh '-' tlll m;iJor 1mcrru1torul 
brol cr.i.:c l1rm, The ("iimp.im c,pe.;t"l to \pend Jc,., 1H the prl \.CcJ\ ol the JQ<)(, 
',!Ol io. •llh:rin~ 1,, \tJrl ur on, thJll nm,: mal h rl.inncJ hc{,.JU-.c: lf lhc= nc '-1. AT&. T 
COlllrJI,.' LHIII "h1 .. h '"' ill J !l,1._.. lhc Cll!Jlf'30\ l11 J\ ollJ \nmc tll the .; ,1"lb JS'io(X'lllcJ 
" 1th rn,n m~ c,.,11nf cnJ u,cr\ to O il '\ and pcnm1 the C,mlpJn\ tu pha~ 1n OB N 
more Cthl c:tle1,.ll\cl~ t,~ no1 lcarnig lrJO\ITil"l\Ulfl f:1uhuc, lieforc 1raitic le\e/S arc 
\Ulfa1c111 111 rill them There 1,.an he n,1 35\urar'll.c that the Compan) ·s iinan,;.13J 
pcrr,1rm.in.::- ,...ill mcc: Jn.tl~,1 c , p,c{,.tJll•lfl'> m the future 

The Ctmlp.!n~ J,1t.·, 0(11 hJ\e .! ,1gmfo:Jnr COO(.COlt l llOO 0 1 CtcJ!l rn, L. .... 1th respect 
111 J~i:nunt\ rc..:,:1, .ihk Jue IO 1he IJrge numOCr o l end U\Ctii 'Jmrrmng the 
CompJm ·, ~u,1,,me: h,t-.c .tlloJ then J1,pcr<111;n J~:n,\ J111ercm gru~raph1 ... region.\ 
The ,m1p,1:n l"l.1 101.:um re~r.c, for p,.•tc:ntu l dt"dll lu-.. <,,c'i =and. to dale . such 
l1h"t"' h,l\c hcc:n \\ 1U1111 lhc Cnmpam •• c1;pc<.l<1111,n• 

The Cnr.1r,1r. t-clii=•,t, lh.t1 1h r.:ur:cm ,:;hh r,:·,:r1~•n. 1r,.$rl.c1Jbk 'i<'..: rillt), the 
CtL'dll l-- .id1:·. JnJ the {,..t,h 1111 -... c,r,:c1eJ IO bt- .:c:icr:nc:J :r11m •>J"C·Jtu.ms . .... 111 be 
~u1111:1em "' t.mJ m c:1r1t I npcnJnurc\ . " .. ,rl:ni: .:arnai and ,,lhc r CJ\h requi re 
mcr.t\ hu J! k.t,t lhc nc:,1 l',,.t"ht" muruJa 

-1S· 



TEL-SA \ 'E IIOLO l.'\'GS. l.'\'C . A.'\'D SLllSIDIARI ES 

PART 11 - OTHER l~TOR~IAT IO).' 

:-:onc 

hem 2 CbanQt5 m Sc:curuu~s 

hem J 

Item-' 

:-:onc 

Ds:raulu l 'ooo s,mor s,curn1,s 

:--:one 

Suhm1>'i100 of \ Jatu:rs ma Vore; of s,curnv Holders 

iai No1 applicable. 

fhJ Sot apphcablc . 

◄ c1 S oi :ip;,hcabk 

hem 5 01hc:c lofucmawm 

Item 6 

,\ ) d1.~:usx:li Jbo\c m Pan I. hem :! . the Compan} has sub><:nbcd 10 3 OC-.A comract unff with 
AT&T a cop~ of "h1c h 1s filcd hctc...,nh on E, h1b11 10.20 and incorporJTcd hc rcm by ~ fercnce . 

E:,.Mm~ Jnd Broom on Forn H-K 

E,h1b11 IO 29 AT ·T Comra..:1 Tariff No 5776 
E, h1bu 11 Compu1at1on of :-:c1 lncomc Pc: r Share 

1b, lkrnm on Form B·K 

N'l rcpom on Forro 8-K 1,1, cr,: fikd dunn~ 1hc quancr cndt"d September 30. 1996 
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SIGN ATU RES 

P1.1rsuam to the requirements of the Sccun11cs Eichangc Ac1 of 1934 , the reg1s1r.mt has duly caus«=d 
this repon to be signed on its behalf by the undersigned thcrcumo dul y authorized. 

Da1e : November 7, 1996 TEL-SAVE HOLDINGS. INC. AND SUBSIDIARIES 

Dy: is Pamcl Bornlow 
Dame! Bor1slo...., 
Chamnan of the Board . 
Chie f E:cccu11vc Officer and Director 

By: \s JPS<p;b A Xbcok 
Jo,cph A. Schenk 
Chief Financial Officer . Treasurer and Director 

By: \5\ KcYIO R Kelly 
K~vin R. Kelly 
Comrollcr 
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DOCKET 
NUMBER 

· :;- :us 

res- or 

-cii· i)s 

TC07-040 

TITLE/STAFF/SYNOPSIS 

REQUEST FOR CERTIFICATE OF AUTHORITY 

A.rip11eat1on by IDT C 0rPO,a'lOn !or a Celtll\cate 01 kutncnr, to oociate as a 1e1ecommun.cat-ons compa~\ wrthin ttll! state 01 
South 0.1ko!.f (St.all TS CH ·~c-Dl<~a'll 15 a SW!lcn1t:ss !~'iell~I which ll'lltmd:. 10 oner 1 • ~ll ~ci U.31"'1., ! 00 IO!! llt't' 1/a\l"I 

itt:! dnd [''t'[',hC! ,t!.,n\J CdtJ st'!\'U tt, rougn 1'1~ 'l!'Sd I" o! tt: lctmone SeMces PIOVICll"(I t7', laolOe'i o.,~ 11"1te1e,,nange 

~dtlon '-"' .:..mf'ncas Tt~ Nt'~'Of' Co,p tor it C•Htrfica:e '.'I I :..u:tiorlt)' 10 ope, alt as a ltlecorr.mun,c ations ccimpan\ w,t t111, 
tJ·~ ~1a•,c> ot S.llJ!h Dali.Ota 1Stat' TS l\Cl ·rntrilS:Ale mte,LA TA. .tno ....,,,er l" ~1mmti<1 ,r!ldl.A-.; le lt" COM 'flU NC J bon ~eN•lt!~ 
w l! oe onure-cl 10 me pUb11c on a 1esale basis Thi" ColT\Cill"') p,ov,cltts seMCt' to c.omme1 cia1 l!nterpuses and residential 
cwon ,• tS. Tho!, <1 Pf11K,ai,on OOt!'S QQJ ~ t' ii. t1ulhont>, a! t'ilS time 10 l tiL; ...,C,e •' " ) ICI M o l ooora101 S t'!\'ICCS nor t1n't' s~r.-ice 10 pa.,. 

nonl':. 

.:..1,1-k,1bon tl'\ LO,,I Systems inc to1 a Ce1t1ficnte c t ;:.um0•ny to Op#'li11C as,, telecummumcabon:. company wunm tne srnie o f 
SQuttl Orllo.Ota Sl<HI OJ'CH A.P()UCafll 1espec11u11 .,. seti i,,, s to tll "'len 11ls Certtlic.ue o r [Authonty] to p&rmn 1110 p10Vl(Je 1esold 
0,,11 l! •L l'l,1ng.., ser.1ces m 1111" sl.,,e ot South Dakota Ttle SN!C1fic rm1nne, ,n wnich .;pplteant wul o,o,rwje local e•change 
'•''h ,, .lt'r,t•nJ:, upon tti ,• lt'Su!t 01 ne110u,11Jons wrr, m e 1"rurnl t•nt roc.11 e1r hange ca111er-. cunt"n!,) operiuing W1tn1n thl' 
SI.tie .:.rphc,1n1 !tt't' "-S ,1utn011r,, 10 lt"St"ll loca l e , cnangt• St!l'Vltt' 1n tne t'llS!lng <i('f'o,11,.C d ll'JS o t U $ \·VEST an<!"" ' Olt'ltlf 
rt"it'\ ,t nl c.i 111t>r'i Ar,,iot .tnt IS unaOlt" IIJ filed t'>IOPOSfru 1a11n ,\s s.oon us sucn ra les .ir,• ava1table and onor 10 tne 
r,,m,nt"rn.em .. nl 01 ~MC• :..prhc;ml sri.tll Me ,1 Dtoposecl 1.-1111 ,cont .. ,n,ng its ri11es tern'ls ana cond!llons o l -.er.-ict>l W'lln !he 
Cnmrm:.'-!Cln Tor !IS rl'Vlt'W 

:.1 -rl,..: ,11 .-,,- b\ Tel Sa,c 1n, J b-d n,.- Pnone Comt.Jn) ror a Ccrttflca1e o l Aut.'io11ty lo ope• ale as a telecom: .. unteattons 
)mp,1n , " '' " '" tnt' s1,1t t> o• Soul " 0 .a O. ata 1Stan OJ CH) t..r,p ticanl IS a resdle, 'A'hlch m!enc:s to otter au loca l ser,.,,,ce'i 

1,1,·,'ICJNl O\ fl'I ~ 1nu1mti-en1 LECs Tt-1 Sa,e seeOl.s .tulhonr, le 'e<:i~H local e , change st>n1Kes thtougnoul the state c l Soutr'I 
DA •. ·1;1 ,n l t>e 3:ects St'r\e-a o,, d"I~ LECs ,,, S-1u1n Oa Ol. olJ tf' .. I "'" '10! e:,g1ble !or III small or n:•al ca1rwer 1nt"mp110n ix.rsuanl 
• S1'1.t.J" is, ,•, • ~!t"le r:e,e..., ,. .;cz · et S•ve aoe'i nos see,:,. r10\ t(h1 rr>:.old services 10 cus:omers 111 !hose small o, •ural 
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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF 
TEL -SAVE, INC. D/B/A THE PHONE 
COMPANY, INC. FOR AN AMENDED 
CERTIFICATE OF AUTHORITY TO PROVIDE 
LOCAL EXC HANGE SERVICE IN SOUTH 
DAKOTA 

ORDER GRANTING 
AMENDEO CERTIFICATE OF 

AUTHORITY 

TC97-040 

On Apnl 15 1997 the Pubhc u111i11es Comm1ss1on (Comm1ss1on1 ,n accordance wilh SDCL 
49-31 -3 and ARSO 20 10 24 02 received an aj)pl.cahon for an amended cert1f1ca1e of authonty from 
Tel-Save Inc dlbla The Phone Company tnc (Tel-Sa-1eJ 

Tel-Savu currentty a Soulh Dako1a 11,ed 1n1ere11.change pro 11der seeks aulhon1y 10 1esell 
local e, cr,ange seN1ces throughout 1he slate ol Sou1h Dakota in areas served by local e11change 
earners are not elig1~ for a sma!I or rural earner e•empt,on pursuant 10 47 USC § 251(0( 1) 

On Apnl 17 1997 the Com'Tl1ss10n e1ec11 onically 1,ansmllled no11ce o f The 111mg and lhe 
tnter.en!JOn deadhne of May 2 1997 10 interested 1nd1v1duats and en1,11es No pe11:,ons 10 1n1ervene 
or comments w e1e Med and a1 11s regulArly scheduled June 3 1997 meehng ttie Comm1ss10n 
ccnseoered Tel.Save's requesl for an amended c:en1f,cate of authonly Comm1ss1on Staff 
recommenoed granting an amended cet11f1ca1e ol autnonly 

Tne i::::ommis s,on fmds that 11 has 1ur1sd1chon over 1n1s matter pursuanl to Chap1er ,9.31 
specmca11y 49-3 1·3 ana ARSO 20 10 24 02 and 20 10 24 03 The Comm1ss1on finds Iha! Tel-Save 
has met I "legal requ1reme11ts estaolisned lor thP. gran11ng ot an amended cert1f1caltt of au1honty 
Tel Sa.e nas m accordance with SOCL '19-3 1-3 demonstrated suthc,en11echn1ca1 f,nanr-.1al and 
managenal c Jpab,ht1es to offer telecommumca11ons serv.ces "' South Oal\01a The Commission 
appro~ es Tel-Save·s apphca11on for an .imended ccrt 1f1ca1e o l auth0r11y Further the Comm,ss1on 
waives tne prov1S10ns of ARSO 20 10 24 02 (BJ <Ind '12 / As me Comm1~s1on's hnal deos,on m 1n1s 
mane, ,1 ,s therefore 

O RDERED 1na1 Tel-Save s apphca11on for an amertdf:d cen,f1ca1e of au1ho111y ,s he•eoy 
graniea eftec11ve June 15 1997 II 1s 

FURTHER ORDERED Iha! Tel-Sal.'e Shall f,le informa110nal cop:es c;f tanff Changes with me 
Comm•ss,on as the changes occur 

Dated at Pierre Scum Datr.01a 1n,s Jr :/., diiy of June 1 97 

Cf RTlflC AT[ Of SERVICE 

1 ..... -~ ~.er, t..- •- tru1 '""' 

<t<,,;..,~ rwt,o.,en-.-.0100.;ue,on "'""-
•Kord fl~ <»t• ... H kl"° or, fr,,, 1111:X• -': _.,_. . 

~\1 b f !•\1 ~YH "' ll'W'f' I, • 11)1.,.,....C ..,..,_ ...,,,,,...~O,~lt>el-
/ 

,, ,L..Llid.t~i£& 
o,. !)_:/, 

BY ORDER OF Tt➔E COMMISSION 

' I, 

PAM NELSON Comrn,ss10f')8r 
/ 

-- / /'_: /A_.. _/2 /t<,.C,-,tl; -:, / /! 
LASKA SCHOENFELDER Commissioner 
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SOUTH DAKOTA PUBLIC UTILITIES 
COMMISSION 

AMENDED CERTIFICATE OF AUTHORITY 

To Conduct Business As A Telecommunications Company 
W1th1n The State Of South Dakota 

Au1hortly was Granted June 3 1997, effec11ve June 15 1997 
Docket No TC97-040 

This 1s to certify that 

TEL-SAVE, INC. DIBIA THE PHONE COMPANY, INC. 

,s auttionzed to provide telecommumcatsons services m South Dalcota 

This cert1f1caIe Is issued 1n accordance w1Ih SOCI. 49-3 1-3 and ARSO 
20 10 24 02 and 1s subji!Ct to all of uic cond1110ns and hn111a11ons conta ined 1n 
!he rules and s1a1u1es governmg 11s conduct of offonng tetecommurncat1ons 
services , 

Dateo a1 P,e11e South Dakota th,s ...Lo~ day of ~ 1~97 

. 

•
• 

SOUTH DAKOTA PUBLIC 
UTfL!TIES COMMISSION : 

_,... \ l 

J/1/W(g / 2.,,~ 
JAM€S A BURG Chairman 

/ // 
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