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Mr. William Bullard, Jr.

Executive Director

South Dakota Public Utilitics Commission
State Capitol Bui!ding

500 East Capitol Building

Pierre, South Dakota 57501-5070

Re:  Application of Concert Communications Sales LLC to Provide Resold
Interexchange Scrvices

Dear Mr, Bullard:

Enclosed for filing on behalf of Concert Communications Sales LLC, please find
an original and 10 copies of CCS’s application to provide resold interexchange services in the
State of South Dakota. Also enclosed is a check in the amount of $250.00 10 cover the requisite
filing fee.

Finally, enclosed is a duplicate of this filing. Please date-stamp the duplicate and
retum in the envelope provided. If you have any questions regarding this filing, | can be reached
at (202) 955-9767.

Respectfully submitted,

Odml!m D. TR

Andrea D. Pruitt
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Provide Resold Intrastate Interexchange
Services in the State of South Dakota

R e e

APPLICATION OF
CONCERT COMMUNICATIONS SALES LLC

Concert Communications Sales LLC (“CCS” or “Applicant”™), by its attorneys, hereby
respectfully requests that the South Dakota Public Utilities Commission (“Commission™) grant it
a Certificate of Public Convenience and Necessity, pursuant to Chapter 20:10:24:02 of the
Commission’s rules goveming telecommunications, to transact the business of a reseller of
interexchange telecommunications service in the State of South Dakota. In support of its

Application, CCS submits the following information:

L The Applicant
L. CCS is a limited liability company organized under the laws of the state of

Delaware on February 22, 1999. CCS's sole member is Concert Global Networks (USA) Inc.
(“CGN™). Both CCS's and CGN's principal offices are located at Reston Town Center, 11921
Freedom Drive, Reston, VA 20190. Copies of CCS’s Certificate of Formation and Certificate of

Good Standing are attached hereto as Exhibit A.
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APPLICATION OF

CONCERT COMMUNICATIONS SALESLLC
Conce-t Communications Sales LLC ("CCS™ or “Applicant™), by its attorneys, hereby
respectfully requests that the South Dakota Public Utilities Commission (“Commission”) grant it
a Certificate of Public Convenience and Necessity, pursuant to Chapter 20:10:24:02 of the
Commission's rules governing telecommunications, to transact the business of a reseller of
interexchange telecommunications service in the State of South Dakota. In support of its

Application, CCS submits the following information:

L The Applicant

CCS is a limited liability company organized under the laws of the state of
Delaware on February 22, 1999, CCs's sole member is Concert Global Networks (USA) Inc.
("CGN"). Both CCS's and CGN's principal offices are located at Reston Town Center, 1192]
Freedom Drive, Reston, VA 20190. Copies of CCS’s Certificate of Formation and Certificate of
Good Standing are attached hereto as Exhibit A.
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2 CCS is qualified to conduct business within the State of South Dakota as a foreign
busincss entity. A copy of the qualifying document is attached hereto as Exkibit B (to be late-
filed). The registered agent for service of process in South Dakota is Corporation Service
Company, 503 South Pierre Street, Pierre, South Dakota 57501.

3. CCS is an indirect wholly-owned subsidiary of Concert Communications
Company (“Concert”), which is in tumn an indirect wholly-owned subsidiary of British
Telecommunications plc (“BT™). Both Concert and BT are companies organized under the laws
of England and Wales. BT is one of the world's leading providers of fixed and mobile
communications services. [ts principal activity is the supply of local, long distance, and
international telecommunications services and equipment in the U.K. Through Concert, BT
provides managed voice, data, and Internet services on a global basis to multinational companies.
CCS is a new company that wa« formed to enable BT to provide intrastate services to such
multinational customers. A diagram showing CCS's corporate structure is provided in Exhibir
C.

4. On July 26, 1998, BT and AT&T Corp. (“AT&T™) announced that they would
create a $10 billion glob:! venture (the “Global Venture™) 1o serve the communications
requirements of multinational companies and the international calling needs of individuals and
businesses around the world.! AT&T is a New York corporation that provides domestic and
international voice and data telecommunications services. Upon con ammation of the
transaction, CCS will become a part of the Global Venture, specifically an indirect subsidiary of

VLT Co. L.L.C. ("US LLC™), a joint venture in which AT&T and BT each will indirectly

' Additional information on the venture is available at http://www AT& T-bt-
globalventure com.
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maintain a 50 percent ownership interest and share control. Consummation of the transaction is
subject 1o receipt of vanious approvals from the Federal Communications Commission (“FCC™)
Mdodulgm:i@qummcminmmmﬂwmhninmblm.
CCSwiHnmifyth:Cmmninﬁminwﬁﬁnghthccmiﬂrhwﬁmismmmudmdlhnc
is a change in ownership.
5. CCS’s officers ind directors are as follows:

Peter Macleod - Director and CEO

Steve Clutton - Chicf Financial Officer

Geoff Webster - Secretary
Cmupmdmc:bnchnfﬂ:cinw»tinedofﬁmsmddhmmnnyheaﬂd;wdwmm:n

CoNCERT COMMUNICATIONS SALES LLC

Reston Town Center

11921 Freedom Drive
Reston, VA 20190

Il. Designaied Contacts
6. The designated contacts for this Application are:

Joan M. Gnffin

Andrea D. Pruitt

KELLEY DRYE & WARREN LLP
1200 19th Street, N.W.

Suite 500

Washington, D.C. 20036
phone: (202) 955-9600

fax: (202) 955-9792

DOOIAFRLAAIS 4T | e 1




7. Copies of all comrespondence, notices, inquiries and orders also should be sent to:

Cheryl Lynn Schneider

Chief Regulatory Counsel, Americas
CoNCERT COMMUNICATIONS SALES LLC
Reston Town Center

11921 Freedom Drive

Reston, VA 20190

phone: (703) 7074283

fax: (703) 707-4080

e-mail: cheryl.schneider@concert.com
Il  Proposed Services

8. By this Application, CCS seeks authority to operate as a reseller of intral ATA
and interLATA interexchange telecommunications services to the public throughout the State of
South Dakota. Specifically, CCS requests authority to provide a full range of 1+ interexchange
services and data transmission services, including, bul not limited to, MTS, private line, WATS,
post-paid calling card, prepaid calling card, toll free, ISDN. and frame relay service products.
CCS initially intends to offer specialized interexchange resale services that will be of interest
primarily to multinational business customers and that will, for the most part, be an adjunct to
Concert's international business services. Concert’s intemational business services include, inter
alia, managed voice, video, and data services such as intemational private lines, virtual private
petworks, frame relay, value-added IP services, and audio and videoconferencing.

9. All of CCS’s services will be provided pursuant to the terms and conditions set
forth in CCS’s proposed intrastate services tariff, which is attached hereto as Exhibis D. CCS
will abide by all rules govemning telecommunications resellers that the Commission has
promulgated or may promulgate in the future, unless application of such rules is specifically
waived by the Commission or is preempted by the FCC or under federal statute.

DCOUTRLUIA/TIT -d -




IV.  Qualifications of the Applicant

10.  CCS possesses the legal, technical, and financial qualifications to provide the
services for which authority is requested in this Application. As noted above, CCS is an indirect,
wholly-owned subsidiary of BT and Concert. BT and its operating subsidianies have provided a
wide array of high-quality telecommunications services worldwide for over 100 years. In the
UK. alone, BT serves 27 million exchange lines and provides intemnational direct-dial telephone
service 1o more than 230 countries and other overseas temitories. Concert provides service today
1o nearly 3,900 companies via its own intelligent network platform in more than 50 countries.
CCS will draw on this expertics in providing the services for which authority is sought in this
Application.

11.  CCS will be managed by persons with extensive experience in the
telecommunications industry. The biographies of the key management and operational personnel
responsible for CCS’s scrvices are appended hereto as Exhibit E.

12. CCS has access 1o ample capital 1o compete effectively in the market for
interexchange services in South Dakota. In particular, CCS will be able 1o draw upon the
substantial financial assets of BT as required to provide the proposec services. For the fiscal
year ended March 31, 1998, BT's annual revenues exceeded 325 billion. A copy of BT's most

recent annual report is attached hereto as Exhibir F.

: As noted previously, CCS anticipates that AT&T will acquisc a 50 percent indirect

ownership interest in CCS’ parent company during 1999. The legal, technical, and
financial gualifications of AT&T are a matter of record before the Commission.

DCOLPRUIA/TS47 | .5




L' Public Interest Considerations

13. CCS’sentry into the South Dakota mauket for telecommunications services

clearly will serve the public interest. CCS will offer high quality, innovative services to its

customers in South Dakota at competitive rates. Further, CCS’s entry into the South Dakota
marketplace will increase competition, leading over time to better service and more options for
multinational business customers in South Dakota.

VL  Reguestied Regulatory Treaiment
14 CCS will be a nondominant reseller of interexchange telecommunications
services. As such, CCS requests that it be subject to the sune regulatory treatment afforded 1o

similarly situated nondominant interexchange resellers.

Vil. Proposed Tarifff
15.  As mentioned above, CCS proposes to offer telecommunications services in
South Dakota at the rates, and pursuant to the terms and conditions, set forth in its initial tanff.

A copy of CCS’ waniff is attached hereio as Exhibir D.

Vill. Micellancous Information
16.  CCS is m the process of applying for authority to provide local and long distance

service, where required, in all 50 states. To date, CCS is not authorized lo provide

iclecommunications service in any state. Nor has CCS been denied authority to provide
telecommunications service in any state,

DOOLPRLIATSMT | -6~



17.  As noted above, CCS has not commenced operations and, thus, has not been the
subject of any consumer complaints, including slamming complaints.

18.  Inthe event of a complaint or billing issue, customers can call Mick Collins, VP -
Client Service Center or CCS’s authorized customer service center toll-free a1 1-877-428-2862.
The Commission should conti ct Mr. Collins at 11440 Commerce Park Drive, Reston, VA 20191,
phone 703-262-1666.

19.  CCS will market its services to large mutinational corporations. CCS intends to
serve the South Dakota intrastate telecommunications needs of such corporations in conjunction
with providing comprehensive international communications services. CCS will market its
services by utilizing in-house sales representatives employed by CCS or its distributors. CCS
does not expect to market its services to the general public.

WHEREFORE, CCS respectfully requests that the Commission grant it a Certificate ol
Public Convenience and Necessity o provide interexchange telecommunications services on a

resale basis as described in this Application.

Respectfully submitted,

CONCERT COMMUNICATIONS SALES LLC

JodgM. Griffin =~ )/
Andrea D. Pruitt

KELLEY DRYE & WARREN .LP
1200 19th Street, N.W.

Suite 500

Washington, D.C. 20036

(202) 955-9600

Its Attorneys

Dated: March 26, 1999




VERIFICATION OF APPLICANT

| represent Concert Communications Sales LLC and am authorized to make this
statement on their behaif. Under penalties of perjury, I declare that | have read the foregoing and
that the facts and any matters stated on information and belief are true, to the best of my

kmowiedge and belief.

By._ THA Wl /ijh*

T M helle Galiagher
Asziiian Gocretay
Title:
pue: 324
STATE OF V*U}}Gm )
COUNTY OF __ Fuude _:

SUBSCRIBED AND SWORN to before

m&:i:_;ldlyofm‘.m_h_, 1999.
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EXHIBIT A

CERTIFICATE OF FORMA110N
CERTIFICATE OF GOOD STANDING




CERTIVICATE OF FOIIMATION
or

CONCERT GLOBAL NETWORKS SERVICES LILC

mummnmmmu

mm—ﬂhhm!ral!w”ﬂmmtm
Global Networks Services LLC (bereinafier callad the “Tinsited Habdliey company™).

SECOND: The sddress of the registered office and the pame end the address of
the registersd ageex of the lLimbed lisbility compan: requirad 1 be msintained by Section
18-104 of the Delaware Lissited Lishility Company Act are Corporation Bervice
Company, 1013 Cestre Road, Wilmingion, Delaware 19805,

™ WITNESS WHEREQF, the mndersigned as exocuped this Certificste of Formation as
of the 18° duy of Pebroary 1999,

-

T2 e MEDIE 6861 T2 14




State of Delaware

Office of the Secretary of State race 1

*

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT -
COPY OF THE CERTIPICATE OF AMENDMENT OF *COMCERT GLOBAL NETWORKS
SERVICES LLC*, CHANGING ITS MAME FROM *CONCERT GLOBAL NETWORKS
SERVICES LLC® TO "CONCERT COMMUNICATIONS SALES LLC®, PILED IN
THIS OFFICE ON THE TWENTY-FOURTH DAY OF FEBRUARY, A.D. 1999, AT
9 0°CLOCK A.M. '

CitSoud

Edivard |. Freel, Secrebiary of stite

AUTHENTICATION

3008046 8100 9604607
DATE

991074201 03-02-99




CERTIFICATE OF AMENDMENT
T0

CERTIFICATE OF FORMATION
oF o

CMITGI-OI&LNFWOIJEWILC

Itis hereby ceptified thar:

1. Ibe name of the Jimited lisbility company (hereinafier called the “limited  °
lisbility company™) is Concere Global Networks Sarvices LLC,

2 The Certificate of Formation, filed with the Stats of Delagware o1 Febroary
22* m.ummwﬁmmmmmmr
Mh%hhﬂnﬂﬁk&hﬂcﬁumm:

“FIRST: The name of th= limited liability coapany formed bereby is
Cencert Communicutions Sales L1 (hereinafter called the “hmited
liability compagy”™)."

IN WITNESS WHEREOT. the undersigned ag cxecnted this Cenificate of Amendment 1a
Cuﬂ.ﬁ:-tnf?ﬂl—*mudhk‘&yuf&hu-y 1999,

Michaile Gallsgher,




State of Delaware
Office of the Secretary of State

FAGE 1

[. EDWARD J. FREEL. 'SECRETARY OF STATE OF THE STATE OF
DELAWARE . DO HERERY CERTIFY 'EDNCERt COMMUNICATIONS SALES LLC®
IS DULY FORMED UNDER THE LAWS OF THE STATE OF DELAWARE &ND-IE IN
LOOD 5STANDING AND HAS A LEGAL EXISTENCE SO FAR AS THE RECOADS OF

THIS OFFICE SHOW. AS OF THE SECOND DAY OF HARCH. A.D. 1999,

buffud_

Edward J. Freel, Secretary of State

AUTHENTICATION:
WNRGYE  Ba00 FHOATT
DATE:

71080323 O03=0=25




LIMITED LIABILITY COMPANY OPERATING AGREEMENT
For Concert Communications Sales LLC

SR
THIS AGREEMENT is entered into this /6 dayoferl:h,Imlfy
CONCERT GLOBAL NETWORKS (USA) INC., and each business entity later
subsequently admitted to the Company, shall be known as and referred to as “Members™
and individually as a "Member".

As of this date the Member has formed the Concert Communications Sales
Limited Liability Company named above under the provisions and subject to the
requirements of the State of Delaware (particularly Chapter 18, Title 6 of the Delaware
Code. Accordingly, in consideration of the conditions contained herein, the Member
agrees as follows:

ARTICLE 1
Company Formation and Registered Agent

1.i  FORMATION. The Member hercby forms a Limited Liability Company
(“Company™) subject to the provisicns of the Limited Liability Company Act as -
currently in cffect as of this date. A Cenificate of Formation shall be filed with
the Secretary of State.”

1.2 INTENTION. It is the express intention of the Member that the Company lack

: the corporate characteristics of continuity of life and free transferability of

i interests (as those terms are defined and utilized the Treasury Regulation
: 301.7701-2, as amended or any successor thereto) and, therefore, be taxed as a
partnership or branch for purposes of federal and state taxation and not as an

association taxable as a corporation. It is the further intention of the Member that

this Agreement be interpreted and applied accordingly.
.3  NAME. The name of the Company shall be Concert Communications Sales LLC.

1.4 REGISTERED OFFICE AND AGENT. The location of the registered office of
the Company shall be 1013 Centre Road, Wilmington, Delaware 19805. The
Company’s registered agent as such address shall be Corporation Service
Company.

1.5 TERM. The Company shall continue for a period of thirty (30) years unless
dissolved by:

a) the period fixed for duration expires;




1.6

1.7

21

24

b) any event which makes it unlawful for the business of the Company to be
carried on by the Member;

¢) the bankruptcy of a Member or the occurrence of any other cvent that
terminates the continued membership of a Member of the Company;

d) any other event causing a dissolution of a Limited Liability Company under
the laws of Delaware. ~ =

CONTINUANCE OF COMPANY . Notwithstanding the provisions of Article 14,
in the event of an occurrence described in Article 1.4(c), if there are at least twio
remaining Members, said remaining Members shall have the right to continue the
business of the Company. Such right can be exercised only by the unanimous vote
of the remaining Members within ninety (90) days after the occurrence of an
event described in Article 1.4(c). If not so exercised, the right of the Members to
continue the business of the Company shall expire.

BUSINESS PURPOSE. The purpose of the Company is to engage in any lawful
act or activity for which a Limited Liability Company may be formed under the
Limited Liability Law of the State of Delaware.

PRINCIPAL PLACE OF BUSINESS. The location of the principal place of
business of the Company shall be: 11921 Freedom Drive, Reston, Virginia 20190
or at such other place as the Managers from time 1o time select.

ARTICLE 2
Member

THE MEMBER. The name and place of business of the member is contained in
Exhibit 2 attached to this Agreement

MEETINGS. No meetings of the Member need be held. However, meetings of the
Member may be called by any Member, or combination of Members, owning no
less than the interest in the Company specified in E hibit 3.

PROXY. Every Member may authornize another person to act for the Member by
proxy.

VOTING BY CORPORATIONS. Any corporation that is a Member may vote by
any if its officers or agents, or by proxy appointed by any officer or agent, unless
some other person, by resolution of the board of directors of the corporation or a
provision of its articles of incorporation or bylaws, a copy of which resolution or
provision certified to be correct by one of its officers has been filed with the
Company, is appointed its general or special proxy is which case that person shall
be entitled to vote the Limited Liability Company interest(s).

CONSENT OF THE MEMBER IN LIEU OF M"ETING. Any action permitied
to be taken by the Member may be taken without a meeting if, prior or subsequent




il

32

4.1

42

5.1

52

to the action, a consent or consents thereto signed by the Member shall be filed
with the Company. Such consent need not be unanimous and shall specifically
indicate thereon the dissent of any Members entitled to vote thereon.

ARTICLE 3
Capital Contribations

INITIAL CONTRIBUTIONS. The Member initially shall contribute to the
Company capital as described in Exhibit 3 attached to this Agreement. The agreed
value of such property and cash is $1,000.00.

ADDITIONAL CONTRIBUTIONS. No Member shall be obligated to make any
additional contribution to the Company’s capital.

ARTICLE 4
Profits, Losses and Distributions >

FIT/LOSSES. For financial accounting and tax purposes the Company’s net
profits or net losses shall be determined on an annual basis and shall be allocated
to the Member.

DISTRIBUTIONS. The Member sha!! determine and distribute available funds
annually or at more frequent intervals as they see fit Available funds, as referred
to herein, shall mean the net cash of the Company available after appropriate -
provision for expenses and liabilities, as deterrmned by the Managers.

ARTICLE S
Management

MANAGEMENT OF THE BUSINESS. The name and address of each Manager
is attached as Exhibit | of the Agreement.

By a vote of the Member, as set forth in Exhibit 2 as amended from time to time,
shall elect so many Managers as the Member determines, but no fewer than one,
with one Manager elected by the Member as Chief Executive Manager.

MEMBER. The liability of the Member shall be limited as provided under the
laws of the Delaware Limited Liability statutes. Members that are not Managers
shall take no part whatsoever in the control, management, direction, or operation
of the Company's affairs and shall have no power 1o bind the Company. The
Managers may from time to time seek advice from the Member, but they need not
accept such advice, and at all times the Managers shall have the exclusive nght 1o
control and manage the Company. No Member shall be an agent of any other
Member of the Company solely by reason of being a Member.




POWERS OF MANAGERS. The Managers are authorized on the Company's
behalf to make all decisions as to (a) the sale, development lease or other
disposition of the Companys assets; (b) the purchase or other acquisition of other
assets of all kinds; (<) the management of all or any part of the Company's assets;
(d) the borrowing of money and the granting of security interests in the
Company's assets; (¢) the prépayment, refinancing or extension of any loan
affecting the Company’s assets; (f) the compromise or release of any of the
Company's claims or debts; and, (g) the employment of persons, firms or .
corporations for the operation and management of the Company's business. In the
exercise of their management powers, the Managers are authorized to execute and
deliver (a) all contracts, conveyances, assignments, leases, subleases, franchise
agreements, licensing agreements, management contracts and maintenance
contracts covering or affecting the Company's assets; (b) all checks, drafts and
other orders for the payment of the Company's funds; (c) all promissory notes,
loans, securitv agreements and other similar documents; and, (d) all other
instruments of any other kind relating to the Company's affairs, whether like or
unlike the fot:going.

CHIEF EXECUTIVE MANAGER. The Chief Exccutive Manger shall have

primary responsibility for managing the operations of the Company and for
cffectuating the decisions of the Managers,

NOMINEE. Title to the Company's assets shall be held in the Company's name
or in the name of any nominee that the Managers may designate. The Managers
shall have power to enter into a nominee agreement with any such person, and
such sgreement may contain provisions indemnifying the nominee, except for hus
willful misconduct.

COMPANY INFORMATION. Upon request, the Managers shall supply to the
Member information regarding the Company or its activities. The Member or his
authorized representative shall have access to and may inspect any copy all books,
records and materials in the Manager's possession egarding the Company or its
activities. The exercise of the rights contained in this Article 5.6 shall be at the
Member's expense.

EXCULPATION. Any act or omission of the Managers, the effect of which may
cause or result in loss or damage to the Company or the Member if done in good
faith to promote the best interests of the Company, shall not subject the Managers
to any liability to the Member.

INDEMNIFICATION. The Company shall indemnify any person who was or is
a party defendant or is threatened 1o be made a party defendant, pending or
completed action, suit or proceeding, whether civil, criminal, administrative, or
investigative (other than an action by or in the right of the Company) by reason of
the fact that he is or wasaMmbcroflthomp ¢, Manager, employee or agent
of the Company., or is or was serving al the request of the Company, against




59

6.1

6.2

6.3

expenses (including antormey’s fees), judgments, fines, and amounts paid in
settlement actually and reasonably incurred in connection with such action, suit or
proceeding if the Member determines that she/she acted in good faith and in a
manner he/she reasonably believed to be in or not opposed to the best interest of
the Company, and with respect to any criminal actiop proceeding, has no
reasonable cause to believe his'her eonduct was unlawful,

The termination of any action, suit, or proceeding by judgment, order, settlement,
conviction, or upon a plea of “no lo Contendere™ or its equivalent, shall not m
itself create a presumption that the person did or did not act in good faith and in a
menner which he reasonable believed to be in the best interest of the Company,
and. with respect to any criminal action or proceeding, had reasonable cause to
believe that his'her conduct was lawful.

RECORDS. The Managers shall cause the Company to keep at its principal place
of business the following: -

(a) a cumrent list of the full name and the last knows street address of each
Member,

{b) a copy of the Centificate of Formation and the Company Operating Agreement
and all amendments;

(c) copies of the Companv's federal, state and local income tax retumns and
reports, if any, for the six mosi recent years;

(d) copies of any financial statement of the limited liability company for the six
most recent years

ARTICLE ¢
Bookkeeping

BOOKS. The Managers shall maintain complete and accurate books of account
of the Company’s affairs at the Company's principal place of business. Such
books shall be kept on such method of accounting, is the Managers shall select.
The Company s accounting period shall be April | to March 31 of each year.

MEMBER ACCOUNTS. The Managers shall maintain separate capital and
distribution accounts for the Member.

REPORTS. The Managers shall close the books of account after the close of each
fiscal year, and shall prepare and send to the Member a statement of the
Member’s distnibutive share of income and expense for income tax reporting
purposes.



ARTICLE 7
Transfer of Limited Liability Company interest

7.1 TRANSFERS OF LIMITED LIABILITY COMPANY INTEREST. (a) No
Member may transfer, in whole or- m pant, with or without consideration, a
Limited Liability Company Interest-or any right to participate in the management
of the business and the affairs of the Company without: (i) the consent of all of
meMmbns(ndmmn{hmMmhu’).md(mﬂmmmufmh
joinder and/or other agreements.

72  ASSIGNMENT. If at any time a Member proposes to sell, assign or otherwise
dispose of all or any par of its interest in the Company, such Member shall first
make a written offer to sell such interest to the other Members at a price
determined by mutual agreement. If such other Members decline or fail to elect
such interest within thirty (30) days. and if the sale or assignment is made and the
Members fail to approve this sale or assignment unanimously theh, pursuant the
Section 18-704(a) of the Delaware Limited Liability Company Act, the purchases
or assignee shall have no right to participate in the management of the business
and affairs of the Company. The purchaser or assignee shall only be entitled to
receive the share of the profits or other compensation by way of income and the
retumn of contributions to which that Member would otherwise be entitled.

ARTICLE S
Amendment

8.1 AGREEMENT. (a) General Rule. Except as provided in subsection (b), this
Agreement may only be amended in writing with the consent of those Members
owning a grea‘er than fifty percent (50%) interest in the Company.

{by NO REDUCTION. No amendments made pursuant to Article 8.1 (a) shall
have the effect of reducing the Limited Liability Company interest of any
Member unless said Member shall consent 1o such amendment and po amendment
made pursuant to Article 8.1 (a) which is adopted to permit an action which could
result in the reduction of the Limited Liability Company interest of any Member
shall be valid unless said Member shall consent to such amendment. Nothing in
this su'section (b), however, shall limit the reduction of a Member's Limited
Liab-'.luy Company interest as a result of the application of any provision of this

/6ﬂ‘day of March 1999.

J%Ja

CONCERT GLOBAL NETWORKS (USA) INC.
Member




EXHIBIT 1

LISTING OF MANAGERS

By a vote of the Member the following Managers were elegted to operate the Company
pursuant to Article 5 of the Agreemént: -

NAME: ADDRESS:

Peter Macleod 11921 Fre:dom Drive
Chief Executive Manager Reston, Virginia 20190
Steve Clutton 11921 Freedom Drive
Chief Financial Manager Reston, Virginia 20190
William Flynn 11921 Freedom Drive 2
Tax Manager Reston, Virginia 20190 -
Geoff Webster 11921 Freedom Drive
Secretary Manager Reston, Virginia 20190
Geofffrey Beedham BT, 81 [Newgate Street
Assistant Sccretary Manager London, UK EC1A TAJ
Cheryl Schneider 11921 Freedom Drive
Assistant Secretary Manager Reston, Virginia 20190
Cindy Perkinson 11921 Freedom Drive
Assistant Secretary Manager Reston, Virginia 20190
Kha Nguyen 11921 Freedom Dnive
Assistant Secretary Manager Reston, Virginia 20190
Michelic Gallagher 11921 Freedom Drive
Assistant Secretary Manager Reston, Virginia 20190

The above listed Managers will serve in their capacities until they are removed for any
reason by a vote of the Member as defined by Article 5 or upon their voluntary

T

Slgnndmd.&greedlhu /6 day of March, 1999.

ofo 2

CE GLOBAL NETWORKS (USA) INC.




. EXHIBIT 2
LISTING OF MEMBERS

asote (6",

of March, lmmwhahimbunfﬂrcm;

5 ADDRESS:
(Concent Global Networks (USA) Inc 11921 Freedom Drive
Reston, Virginia 20190

%A%M -
CONCERT GLOBAL. NETWORKS (USA) INC.




EXHIBIT 3
MEMBER CAPITAL CONTRIBUTIONS

Pursuant to Article 3, the Member's initial contribution to the Company capital is stated
to be §1,000.00. The description and cach individual portion of this initial contribution is
as follows:

NAME CONTRIBUTION  LLC INTEREST (%)

Concert Global Networks (USA) inec. $1,000.00 100%

Signed and Agreed this /O /é day of

5@%74\1%/ r-/ : -

CONCERT GLOBAL NETWORKS (USA) INC.
Member




EXHIBIT B
STATE QUALIFICATION DOCUMENT
(WF_L BE LATE-FILED AS SOON AS AVAILABLE) _




EXHIBIT C

CORPORATE STRUCTURE DIAGRAM
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CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C.NO. 1
Manager, Rates and Tariffs Original Page 1
11921 Freedom Drive, Reston, VA 20190

Isswed: EfTective:

CHECK SHEET

The Title Page and Pages | through 29, inclusive, of this TarifT are efTective as of the date shown. Original and
revised pages as listed below contain all changes from the original Tarif¥ that are in effect on the date shown.

Number of Number of
5
o N

16
17
18
19
20
21
22
23
24
25
26
n
28
29

* New or Revised Page
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CONCERT COMMUNICATIONS SALES LLC TARIFF PUC.NO. |

Mamager, Rates and Tariffs Orgwaal Page 7
11921 Freedom Drive, Reston, VA 20190

bsued: Effectrer

TABLE OF CONTENTS
Page
Section Namber
Check Sheet 1
Table of Contents 2

1 Section | - Geaeral Tarill Information 4
L1 Tariff Format 4
LIL Page Numbering 4
L1 Revision Numbers 4
1.13. Numbering Sequence 4
114, Explanation of Coding 5
12 Reference to other Tariff 3
13 Trademarks and Service Marks 5
14 Application of the Tariff 3
141 Genenal [
1.3 Definitions 7
1 Section 1 - General Regulations 12
2.1. Undertaking of the Company 12
L1 Scope 12
2 Availability of Service 12
2.13. Trar ymission Medium 12
214, Cust wmer Premise Equipment (CPE) 12
2.1.5. Through Transmission of Signals 12
216 Liability of the Company 13
22. Obligations of the Customer 15
22.1. Service Ordering 15
22 Special Construction 15
2. Payments and Charges i3
223.A. Application of Charges 15
2218. Payment for Service 16
224, Miscellancous Rates and Charges 16
224.A. Universal Service Fee (USF) 16
2148 Carrier Line Charge 17
224.C. Payphone Compensation Charge 17
224D Optioaal Billing Armangements 17
224D.1. Collect Calls 17
224D Calling Card 17
224D), Third Party Billing 18
224E Gross Receipts Tax 18
2128, Advance Payments and Deposits 13
216 Billing Disputes 9
227, Use of Service 19
223 Customer Premiscs 0
225, Provision of Customer Equipment and Facilities 20
22.10. Automatic Number ldentification/Charge Number Service 21
1211 Proof of Authorization for Carrier Change n
2232 Agency Agreement b7
2213 Avsilability for Maintenance, Testing or Modifications 22
23, Liability of the Customer n
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Manager, Rates and Tariffs Original Page 3
11921 Freedom Drive, Reston, VA 20190
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CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C,.NO. 1

Manager, Rates and Tariffs Original Page 4
11921 Freedom Drive, Reston, VA 20190
lssoed: Effective:

SECTION | - GENERAL TARIFF INFORMATION

1.1 TarilT Format

L.LIL. Page Numbering - Page numbers appear in the upper right hand comer of each page. Pages
are numbered sequentially, when a pew page is added between pages it will be numbered with an
additiona] number preceded by 8 *.". A page inserted between pages 10 and 11 would be page 10.1.

1.1.2. Revision Nembers - Revision numbers also sppear in the upper right comer of the page.
These numbers &re used to determine the most current page version on file. For example, the 4th
revised page 34 cancels the 3rd revised page 34. Because of deferrals, notice periods, eic., the most
cusent page revision number on file is not always the tarifl page in effect. Consult check sheets and
supplements for the page currently in effect

1.13. Numbering Sequence - There are nine levels of alpha-numeric numbering. Each level is
subservient 1o its next iigher level. The following is an example of the numbering sequence used in
this tanfT, Alpha-nume.ic coding is used for paragraph identification. Each leve! is subservient to the
previous higher numberiletier. Following is the sequence used in this tanifT,

L

11

21.1.

LI.LA.
21LLAL
21L1LA.L{a)
2.L1AL(a)

2 LA L(a)i

2 LLA L (a)Li(1)

DCOL/MRUIASTSE1].]




CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C.NO. 1

Manager, Rates and Tariffs Original Page 5
11921 Freedom Drive, Reston, VA 20190
Issued: Effective:

[ K GENERAL TARIFF INFORMATION (CONTINUED)

1.1 Tariff Formatl (contianed)

1.14. Explanatios of Coding - Revitions to this TarilT are coded through the use of symbols. The
following symbols will appear in the right hand margin of the page:

R- To signify a reduction in rate
1- To signify an increase in rate
C- To signify a changed regulstion
T- To signify a change in texi bul no change in rate
S- To signify reissued material
M- To signify matter relocated without change
N - To signify a new rate or regulation
D- To signify a discontinued rate or regulation
Z- To signify a correction

Ocher marginal codes are wsed 1o direct the tarifT reader 1o a footnote for specific information. Codes
used for this purpose are lower case letiers of the alphabet, e g, x, ¥ and 2 These codes may appear
beside the page revision number in the page header or in the right margin opposite specific text.

11 Reference to Other Tariffs - " (crences made in this TarifT to other wriffs of this Company or to

tariffs of other companies are 10 the tariffs m [orce as of the effective date of this Tarifl, and 1o
amendments thereto and woccessive issues thereof.

LY.  Trademarks and Service Marks - The following marks, 1o the extent, if any, used throughout this
tarifT, sre trademarks and service marks of CCS

Tradermarky =xrvice Marks

DCOL/PRUIAST561).3



CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C. NO. 1

Manager, Rates and TarifTs Original Page &
11921 Freedom Drive, Reston, VA 20190
lssued: EfTective:

1. GENERAL TARIFF INFORMATION {(CONTINUED)
1.4 Application of the Tarill

L4l  Gesersl- This tariff applies to the fumishing of Intrastate IntraLATA and InterLATA
Services by Concert Communications Sales LLC (herein referred to as the “Company”™ or “CCS").
Services are fumished for the use of Customers in the ransmission of communications between
LATAs located in the State of South Dakota !nlha:vcnto!mycmﬂiﬂbﬂmﬁiepmvishm of
this TarifT and the provisions of any Service Order submitted by the Customer to the Company, the
provisions of this TarifT shall control to the extent required by law.

The provision of Intrastate Intral ATA and InterLATA Services are subject 1o existing regulations and
mmm&mwﬁdm:hisuriffmddr:tompmy':omﬂrehudhﬁm.mdmlyhe
revised by superceding filings.

DCOL/PREIA/T15€12.3




CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C.NO. 1

Manager, Rates and Tariffs Original Page 7
11921 Freadom Drive, Reston, VA 20190
Issued: Effective:

I GENERAL TARIFF INFORMATION (CONTINUED)

15 Definitions - Certain terms used generally throughout this TarifT are defined below. The terms defined
in this Tarifl include the plural as well as the singular. Unless otherwise expressly stated, the words
“herein,” “hereol,” “hereunder™ and other similsr words refer to this Tari{T 23 a whole and not to any
partcular subsection. The words “include™ and “including™ shall not be construed as terms of
limitation.

Access Clrcuit: A digital or snalog Communscations Channel between a Company POP end &
Customer Premise

Asthorized User: A porson, firm, corporation or any other entity approved by the Customer and the
Company to use the Service fumnished 1o the Customer.

Availability: The ability of a Connection to transmit and receive the Customer’s voice, data and other
clectronic signals between the Network Termination Points at the ordered bit rate.

Bandwidth: The level of channelized capacity (in Kilobits per second) provided by a Connection.
Charges: The rates and charges, including but not limited to Usage Charges, Monthly Charges, Special
Construction Charges, Install=tic (herges and Termination Charges, assessed the Customer in
accordance with this Tariff

Commisshon: Public Utilities Commission of South Dakot

Communications Chansel: A path for the transmission of communications between two or more
points.

Compasny: Concert Communicstions Sakes LLC (FCCS™)

Company Equipment: Any telecommunications equipment owned or leased by the Company and that
forms part of the Network, including any such Company Fquipment situsted af any Location, but
exciuding Customer Premises Equipment. Company Equipment also includes Company Facilities.
Company Facillthes: Facilitics, equipment, software or wiring supplied by or on behall of the
Company for the purpose of fumishing Service. Company Facilities do not include the facilities,
equipment, software or wiring supplied by Other Facilities Soppliers.

Ceanection: A Communications Channel over which voice, data and other electronic signals can be
trznsmitied by the Customer or User.

DCOV/PROIN/TS61D.]




CONCERT COMMUNICATIONS SALESLLC TARIFF P.U.C.NO. 1

Manager, Rates and Tariffs Original Page &

11921 Freedom Drive, Reston, VA 20190

lssued: Effective:
1. GENERAL TARIFF INFORMATION (CONTINUED)

15 Definitions - (coatinwed)

Castomer: A person, firm, corporation or any other entity that orders Service and is responsible for the
payment of Charges and compliance with the Company's regulations. A person, firm, corporation or
any other entity that reasonably appears to be acting with the Customer’s authority shall be deemed to
be acting on behalf of the Customer.

Customer Premises: The Customer’s or User’s place(s) of business, residence or other location for the
origination or lermiration of Service.

Customer-Premiser Equipment (“CPE"): Equipment cwned or leased by the Customer or
Authorized User ot s Location and connected to the Network on the Customer’s or Authorized User's
side of & Network Terminstion Point. CPE also includes Cusiomer-Provided Equipment.

Customer-Provided Equipment: Facilitics, equipment, software or wiring supplied by the Customer
or User m connection with Service.

Demarcation Pelat: The point &t which the Compeny Facilities are interconnected with Customer-
Provided Equipment.

Direct Acoes Line: A dodicated physical iclecommunications link between the customer equipment
and the Comany’s POP.

Dollars: United States Dollars

Duc Date: The date that has been established for completion of the installation, change or disconnect
of a service component

Ecosomy Period: 11:00 pm. to 7:00 am. local time af the origina ing point of a communication.

Eslity: Any corporation, public bmited company, lmited company, partnership, trust or ocher legal
entity,

FCC: Federal Communications Commission.

Gatrway: A protocol mterface which allows the transfer and/or the conversion of data.

OCOL/PRTIASTIELD. D




CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C.NO. 1

Manager, Rates and Tariffs Original Page 9
11921 Freedom Drive, Reston, VA 20190
Issued: Effective:

I. GENERAL TARIFF INFORMATION (CONTINUED)
1.5 Definitions - (coatinued)

Intellectual Property: Patent: and patent rights, trademarks and rademark rights, rade names and
trade name rights, service marks and service mark rights, service names and service name rights,
customer lists, designs, methodologies, computer programs (including all source codes) and related
documentation, technical information, manufacturing. engincering and technical drawings, know-how
and all pending applications for and registrations of patents, trademarks, service marks and copyrights.

Kbps: 1,024 Bits per second.

Local Access Chaanel: A Communications Channel leased by the Company from Other Facilities
Suppliens o connect Customer Premises 1o the Company's POP.

Local Access Channel Charges: Charges aasessed the Customer for the installation and use of Local
Access Channely

Local Access Channel Service: Local Access Channel Service as described in Section 4.1.1 of this
Tarill.

Location: The premises owned or occupied by the Customer (or amy Authorized User) that forms one
end of = Location-Pair and at which 4 1l:*work Termination Point is located.

Location-Pair: Two (2) Locations specified by the Customer in a Service Provision Option between
which the Compeny provides a Connection.

Local Access and Transport Area (LATA): A geogmaphic arca established for the provision and
sdmimistration of communications services. LATA locations can be found in NECA TarifT F.C.C. No. 4
as filed with the Federal Communications Commission in Washington DC.

Minimum Service Perfod: The minimum period that a Customer may subscribe to Service,

Moathly Charge: A flat charge assessed the Customer each month for the use of the Company's
Service.

Network Interface Specifications: The specifications relating to the interface between the Metwork
and any Customer-Premises Equipment attached 16 the Network.

Network Termination Polat: A point representing the physical and management boundary between
the Network and Cusiomer Premises Equipment. The Network Termination Point is on the Network
side of the Customer Premises Equipment.

PCOY/PROTIASTS61D.D




CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C. NO. 1

Manager, Rates and Tariffs Origmnal Page 10
11921 Freedom Drive, Reston, VA 20190

Issued:

Effective:

15

1. GENERAL TARIFF INFORMATION (CONTINUED)

Defizithons - (contine~d)

Service Dale: The duie when any Service, or any part of it, is first made availabic to the
Customer by the Company or the date when the Customer first starts to use such Service (or any part of
i), whichever date is the carlier.

Other Facilities Supplier: An cotity other than the Company that provides facilities or services in
connection with the Service furnished by the Company under this Tarifl and not as a part of a jomt
undertaking with the Company to famish Service under this Tarifl.

Outage: A period during which Availability of a Connection during the Service Hours has ceased.

Permasest Virtaal Circuit (PVC): A virual circuit established on a permanent logical basis between
two Ports.

Point of Presencs (POP): A physical location at which a local access channel, the public switched
tebephone network. or other Communications Channel interconnects with Company Facilities for the
Chi L e e Sl

Rate Cemier: The specific geographical location used for determining mileage measurements
designmted by Vertical and Horizontal coordinstes...

Rate Center Area: The area encompassed by the central ofice codes (NNXs) that are assigned 1o a
rale center.

Scheduled “crvice Date: The date upon which Service is scheduled to commence.

Serviee: The telecommunications service or services offered by the Company under this TarifT.

Service Interruption: A period of ten (10) or more consecutive seconds containing Severcly Erred
Seconds as montored af the Demarcation Point(s). An Errored Second is not counted in determining
whether a Service Inlerruption bas cccurred. An interruption or ¢ nage scheduled by the Company or
beyond the Company’s control is not contidered a Service Interrug. ©a.

Service Order: The submission of s Company order form containing billing, techaical and other
descriptive information designed to enable the Company to furnish Service to the Customer,

Service Term: The period that the Customer subscribes to Service. The Service Term may be longer
than the Minimum Service Period

PCOL/PRULIASTS612.)




CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C. NO. 1

Mansger, Raies and TerifTs Original Page 11
11921 Freedom Drive, Reston, VA 20190
lasued: EfTective:

I. GENERAL TARIFF INFORMATION (CONTINUED)
LS Deflnitions - (continued)

Special Constrection: Installation, procurement or deployment of facilities at the Customer's request
nol normally used by the Company to provide Service.

Subsidisry: Any lower-tiered Entity affilisted with another Entity that (1) holds more than fifty percent
of the voting rights, (ii) has the right to appoint or remove a majonty of directors or trustees, or (i)
controls, alone or pursuant to an agreement with other sharcholders or members, a majority of the
beneficial ownership or voting rights of such lower-ticred Entity. Any Subsidiary of an Entity that, in
turn, s itselfl a Subsidiary shall also be 4 Subsitary,

Tarifl: The Company's TanfT P.5.C. No. |, Intrastste/Intral ATA Service.

Tall Free Service: “SNN" service, currently including 500,235 and 877, for which the called party is
billed for the call

United States: The forty-eight (48) contiguous states and the District of Columbia, Hawaii, Alaska,
Puerto Rico, and the U.S. Virgin lslands,

Usage Charge: A charge assessed the Customer for the use of the Company's Service. Usage Charges
are assessed per second or minute of use or multiple thereol, as specified in Sections 3.3 and 5 of this
TarilT

User: A person, firm, corporation or any other entity that uses the Service fumnished to the Customer, A
User includes an Authorized User

Year of Service: The period of twelve (12) months commencing on the Effective Date and, thereafier,
each successive period of twelve (12) months from such date.

DCOL/PROIA/753612.D




CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C. NO. 1

Manager, Rates and Tariffs Original Page 12
11921 Freedom Drive, Reston, VA 20190

lssued-

Effective:

1.

SECTION 2 - GENERAL REGULATIONS
Undertaking of the Company

11.1. Scope-Tle Company undertakes to provide Service between the points described herein, in

sccordance with the terms and conditions set forth in this Tarifl. The Company does not transmit

communications, bul offers the use of Comparmy Facilities, where available, for the transmission of
iy

The Company shall maintain sole and absolute discretion over the routing of Service fumished under
this TarJdT. In the cvent that the Company is required 10 make special arangements 10 meet the
requirements of the Customer, the applicable charges for Special Construction will be assessed in
accordance with the applicable provisions of this TarifT.

112 Avsilability of Service - Service i available twenty-four (24) bours per day, seven (7) duy:
per wesk, subject to the availability of facilities and subject to wansmission, stmospheric,
topographical and like conditions. The Company may limi or interrupt the use of Service because of
(1) the lack of transmission medium capacity, (ii) the need 1o perform maintenance, modifications,
upgrades, relocations, testing or other similar sctivities necessary for the provision of Service, or (iil)
any cause beyond its coatrol.

The use and restoration of the Service during emergency condity as shall be in accondance with Part
64, Subpart D, Appendix A, of the FCC rules and regulations, 47 C.FR. Pat 64 (1993), which

The Company reserves the right, when necessary, to amange for Service to be fumished through the
facilities of Oher Facilities Supphers or other entities or through the use of agents or subcontractors.

113, Transmission Medium - The Company will select and arrange for the network components
used 1o provide the services provided under this tniff. Any suitable technology or combinaticn of
technologics may be used. The Company may modify or change the components used to fumnish
BETVICE.

Ll4A Customer Premise Equipment (CPE) - The Company does not provide CPE under this
tarifT, however, CPE may be used by the Customer.

115 Threugh Trassmission of Sigrals - CCS is respomsivic for the provision of service from
siation o siation up o the nefwork interface, but s not responsible for the quality of transmission of
sigmaling on the Customer’s side of the network interface,

BCO1/PROIA/TS613.]




CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C.NO. 1
Manager, Rates and TarifTs Original Page 13
11921 Freedom Drive, Reston, VA 20190

Issued:

Effective:

FA N

1. GENERAL REGULATIONS (CONTINUED)
Undertaking of the Company - (continved)

216  Liability of the Company — Except as stated in this Section the Company shall not be liable
for damages of any kind, including without limitation consequential, special or indirect damages,
srising out of or related 1o events, acts, rights or privileges contemplated in this Tariff. This Terifl
does not limit the liability of the Company for willful misconduct, if established as a result of judicial
or administrative proceedings.

The lisbility of the Company for damages arising out of mistakes, interruptions, omissions, delays,
errors of defects occurming in the course of fumishing Service under this Terifl, and not caused by the
failure or negligence of the Customer or Customer-Provided Equipment or service, shall in no event
exceed the amoust set forth in Section 4.

THE COMPANY MAKES NO WARRAMTY, EITHER EXPRESSED OR IMPLIED, BY
OPERATION OF LAW OR OTHERWISE, CUNCERNING THE COMPANY'S FACILITIES,
EQUIPMENT, SOFTWARE OR SERVICE, INCLUDING, WITHOUT LIMITATION,
WARRANTIES OF MERCHANTABILITY OR FITHESS FOR A PARTICULAR PURPOSE. THE
COMPANY DOES NOT AUTHORIZE ANYONE, WHETHER A COMPANY EMPLOYEE,
AGENT, SUB-CONTRACTOR, OR OTHERWISE, TO MAKE A WARRANTY OF ANY KIND ON
ITS BEHALF AND THE CUSTOMER SHOULD NOT RELY ON ANY SUCH STATEMENT.

NEITHER THE COMPANY NOR ANY OF ITS MANUFACTURERS, SUBCONTRACTORS OR
SUPPLIERS WILL BE LIABLE TO THE CUSTOMER FOR LOST REVENUES, LOST PROFITS,
LOST DATA, OR OTHER SPECIAL, INCIDENTAL, INDIRECT OR CONSEQUENTIAL
DAMAGE OR FOR LOSS, DAMAGE OR EXPENSE DIRECTLY OR INDIRECTLY ARISING
FROM THE CUSTOMER'S OR ANY OTHER PARTY'S USE OF OR INABILITY TO USE
EQUIPMENT, SERVICES OR SOFTWARE EITHER SEPARATELY OR IN COMBINATION
WITH OTHER EQUIFMENT OR FOR COMMERCIAL LOSS OF ANY KIND, WHETHER OR
NOT THE COMPANY HAS BEEN ADVISED OF THE POSSIBILITY OF SUCH DAMAGE OR
LOSS, NOR SHALL ANY RECOVERY AGAINST THE COMPANY, WHETHER IN CONTRACT,
TORT (INCLUDING NEGLIGENCE, STRICT LIABILITY OR OTHERWISE) BE GREATER TN
AMOUNT THAN THE CHARGES PAID BY THE CUSTOMER TO THE COMPANY UNDER
THIS TARIFF. THE CUSTOMER ASSUMES ALL RISKS AND LIABILITY FOR LOSS,
DAMAGE OR INJURY TO PERSONS OR PROPERTY OF THE CUSTOMER OR OTHERS
ARISING OUT OF USE OR POSSESSION OF THE EQUIPMENT, SERVICES AND SOFTWARE
PROVIDED UNDER THIS TARIFF.

L1.6.A. With respect to any other claim or suit, by a Customer or by any others, for damages
associsted with the installation, provision, termination, maintenance, repair or restorstion of
the service(s) provided in this tarifT,

LIL&R. The Company is not liable for damages associated with service, channels, or
equipment which it does not furnizh.

DCOL/FROIASTSELD.D
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11921 Fresdom Drive, Reston, VA 20190

haued:

1. GENERAL REGULATIONS (CONTINUED)
L1 Unsdertaking of the Company (continued)
L14  Liability of the Company - (contiuwed)

!:n.._..un 1.9..?.“ E;IEREE.ISE&I-I

lonscs or damages by amy person relsting W the service(s) provided in !ﬁ;i
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CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C. NO. 1

Manager, Rases and Tarifls Original Page 15
11921 Freedom Drive, Reston, VA 20190

1. GENERAL REGULATIONS (CONTINUED)

12 Obligations of the Customer

111. Service Ondering - A Customer shall provide the Company with a written Service Order
specifying the date om which Service is requested 1o commence, the Service points, the duration of
Such Service Order also shall contain, but is not limited Lo, the following information: (i) name; (ii)
address; and (iii) iclephone number.

221 1.A. Afier receipt of an initial Service Order, the Company will indicate its scceptance
hﬁp&qhkﬁuﬂdﬂ:\dpﬁﬁﬂ;uﬂcmnwlmhdhﬁubﬂt.
which will be an estimate as 1o « hen the Service will commence. The Customer shall notify
the Company, nmwmlhﬁyxum Tompany's acceptance, whether the Company
should process the Service Order. The Service shall commence on its Operational Service
Dase.

11.1.B. An application for Service may be changed or cancelled prior to the Scheduled
Service Date by the Customer upon written notice 1o the Company, provided the Customer
pays all costs, including amy costs mssessed by Other Facilities Suppliers, incurred by
Company in accommodating any change or cancellation

12.1.C. In the event the Operatiomal Service Datz does not occur on or before the thirtieth
¥ {30th) day following the Scheduled Service Date, or the Comyany notifies the Customer that
Service will not be furnished, the following shall spply:

12 1L.C.1. If the delxy is due 1o any act or omission of the Customer or User, the
Customer may cancel the application for Service and shall pay all costs incurred by
the Company in preparing to furnish Service.

221.CL If the delay is due to any cause other than those specified in (a) sbove,
the Customer may cancel the application for Service and no cancellation charges
shall spply

111 Special Construction - The Charges for Service requiring Special Coastruction bry the
Company will be developed on a case-by case basis. The Company may require the Customer
To pay in advance the Charges for Special Construction.

113, Payments and Charges

1LI3.A. Applicstion of Charges - The rates and charges that are in effect for the services
provided in this tariff when fumished are the rates and charpes used to determine the
Customer’s bill. I the rates for services furnished on a monthly basis change after a bill has
been rendered, the bill will be adjusted to reflect the new charges.
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1 GENERAL REGCULATIONS (CONTINUED)
11 Obligations of the Cusiomer (continwed)
213, Payments and Charges - (continwed)

1138 Payment for Service - The Customer is rexponsible for payment of all Charges for
Service fumished by the Company o the Customer. Charges for each Service shall
commence on i Operational Service Date. Charges, inclading Local Access Channel
Charges, Special Construction Charges, Monthly Charges and Usage Charges, are duc and
pryable upon receipt. Usage Charpes shall be assessed in arreary.  Moathly Charges will be
zsessed in advance Invosces will be submitied monthly.

The Customer shall nol be excused from paying the Company for Service provided to the
Cwrsomer or any portion thereof on the basis that enauthorized use or misuse occurred over
e Service. The Cusomer shall indemnify and hold harmless the Company against all costs,
expenses, clasms or actions arising from unaothorized use or misuse of any nature of the
Service

124 Miscrflsacous Rates and Charges - CCS may adjust its rates and charges or impose
addwional rates and charges on s Customers in order 10 recover amounts B s required by
govermmental or quas:-governmental asthorities to collect from or pay to others in support of starory
or regulseory programs.  Examples of such programs inclode, mt are pot limited 1o, the Universal
Service Fund, the Primary Interexchange Carrier Charge, am  compensation to payphone service
providers for the use of their payphones 1o acoess CCS service.

124 A Universal Service Fee (USF) - A charge equal o percent of total intrastate
CCS service charges will be applied to inveices of Costomers.

CCS will waive the Universal Service Fee with respect to specifically identified CCS charges
10 the extenl that the Customer demonstrates to CCS's reasonable satisfaction that the charges
with respect o which the waiver is sought are for services purchased by Customer for resale.

124A.1 The Universal Service Fee will not be waived with respect
to: 1) charges for services purchased by Customer for its own use as an end user;
or 1) charges for which the bill date is on, prior to, or within thiry days after, the
date on which the Customer applies for a waiver with respect 1o those charges; or
1) charges for scrvices resold by the Cu~mer, if the Customer is not subject to
direct universal service contribution requarements,
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1. GENERAL REGULATIONS (CONTINUED)
11 Obligatioas of the Customer (continved)
124 Mincellancous Rates snd Charges - (continwed)

224.B. Carrier Line Charge - Customers of outbound services provided pursuant to this
Tarifl are subject to an undiscountable Carrier Line Charge (CLC) which is a monthly
recurming charge. The Carrier Line Charge will be applied subject to billing availability.

124.C. Payphone Compensation Charge - In addition to all other charges for service
under this tarifl, an undiscountable Payphone Use Charge of 50.35 shall apply to each non
coin call placed from a domestic payphone by or to the Customer 1o cover the cost incurred
by the Company for the usc of the payphone instrument to access services provided by the
Compamy

11.4D. Optionsl Billiag Arrasgements - When a call iz not billed to the calling station, the
Company offers certain billing options depending on the type of call. Thete opcions are:

- 124.D.1. Collect Calls - This oplion allows a call 1o be billed to the called
siation, il the charges are sccepted by the called party, station, or number, Collect
Calis are not acceptable at & public or semi-public coin statios. In licu of a collect
call 10 a public or semi-public coin station, the charges may be billed 1o a Calling
Card or the call may be re-originated from the called mation.

124.D2. Calling Card - This option enables a Customer 1o charge a call to a
Calling Card (CCS or a Local Exchange Company). Calls charged 10 a
commercial credit/charge card must be made from a suitably equipped telephone
or from international locations where available. *Charges for the call will be
reflected on the statement issued by the respective commercial creditcharge card
institution.

DEOL/PRUIASTS61).)




CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C.NO. 1
. Rages and Tariffs Original Page 18

11521 Freedom Drive, Reston, VA 20190

Tssaed Effective:

.  GENERAL REGULATIONS (CONTINUED)
13 Obligations of the Cuslomer (continwed)
214 Miscellaneons Rates and Charges
224D Optices] Billieg Arrangements - (contimved)

224 D3 Third Number Billing — This option allows s call to be billed 1o a
selephone number identified with a station other than the calling or called onc,
Charges to be billed 10 a third number are subject 1o verification by the Company
that they will be accepted at the third number, prior to completion of the call.
Other cfforts may be undertaken subsequently by the Company, as necessary, 10
determine responsibility for pryment of such calls. Third Number Billed Calls are
not permitied to be billed 1o stations located in CNMI or Guam.

214E Gross Receipts Tax — When utility or telecommunications assessments,
franchise fees, or privilege, license, occupational, excise, or other similar taxes or
fees, based on interstate receipts are imposed by cortain taxing jurisdictions upon
the Company or upon local exchange companics and passed oa lo the Company
through or with interstate access charges, the smounts of such taxes or fees will be
billed to Customers in such a taxing jurisdiction on a prorated basis. The amount
of charge that is prorated to each Customer’s bill is determined by the interstate
telecommunications services provided to and billed to a Customer service location
in such a taxing jurisdiction with the aggregat of such charges equal 1o the
amount of the tax or fee imposed upon or passed ¢ 1 to the Company.

225 Advance Payments and Deposits - The Customer may be required to provide
suitable security, including but not limited 1o & deposit, bank letter of credit, or advance
payment, to be held by the Company a3 a guaranty of the payment of Charges. Such security
may be applied at any time, at the option of the Company, in payment of any unpaid Charges
for Service fumished to the Customer or in psyment of spplicable Termination Charges,
Such a deposit will not excoed an amount equal 1o an aggregate of three (3) months’
recurring and nonrecurring charges for all Services and Company Facilities to be provided 1o
Customer phus, where special construction is necessary in order to install the Services and/or
Company Facilities, an amount equal 1o the estimated aggregate nonrecurring charges (if any)
for such construction, whenever incummed. The Company shall refund deposits to Customers
in sccordance with Section 2. Below.

2.2.5.A. When a Service Order is canceled, st t+ Customer’s request, prior 1o the
commencement of Service, the deposit will be applied to all applicable Charges.

2.2.5B. The Company, upon the termination of Service, will refund within sixry
(60) days the Customer's deposit, or the balance in excess of unpaid Charges, il
any, for Service

22.5.C. The fact that a deposit has been made neither relieves the Customer from
complying with the Company’s regulations or from the prompt payment of bills
nor constitutes a waiver ¢r modification of the regulations of the Company
providing for the termination of Service for nonpayment of any sums due the
Company for Service rendered.
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2. GENERAL REGULATIONS (CONTINUED)
12 Obtlizations of tbe Costomer - (continned)

126 Biliag Disputes — When the Customer dispuies a bull for the Company's Service, the
Customer shall: (T) pay any undisputed portion of the bill or, &t the Cusiomer's election, pay the
duputed portion pending resolution of the dispule; (i) advise the Company in writing that the bill or
amy portons thereol are desputed by the Customer; and (i) provide a winfien cxplanation of the basis
for the dispute within 30 days of the invoice date in quesion.

The Company will review the Customer”s bill and notify the Customer withn 3 ressonable tane of the
ouicome of its review. If the Company agrees with the Cusiomer, il shall credit the Costomer's
account for sy disputed amounts paid by the Customer. If the Company disagrees with the Customer,
sny disputed amount unpaid by the Customer shall become paysble upon notice to the Cusiomer.

If there remains a disagreement about the disputed amount afier investigation and review by the
Company, the Customer may file an appropriate complaint with the South Dakota Public Utifitees
Commission. The address of the Commission i:

00 Eau Capitol Avenue, Piarre, SD 57501-5070

Billmg inquirics may be directed 1o the Company af s 1ol free number: 1-877-428-2862.

12.7. Use of Service — Service may be wed 10 transm @ comm smications of the Customer or User in
a manner consistent with the terms and conditions of this TanifT and the policics end regulations of the
Commission and other suthoritics involved

Service i furnished subsect o the condition that the Customer or User not use such Service for any
licgal purpose, or m & manner that violates the law, or for sannoymg any person, of in a manner that
mterfieres with the ressomable use of the Company's Service by other customers or users.

The Cusmomer shall ensure that the use of Service by the Customer or User shall not (1) imterfere with
amy other Service offered by the Company; (i1) endanger the safety of the Company's employees or
the public; or (i1} demage or require change in or alteration of Company Facilities or isterfere with the
proper funchioning of such facilitics. If any equipment, facilitics or services provided by the Customer
of User s causing or is likely to cause such harard or imterference, the Company may suspend or
terminate Service, and the Customer shall take such steps as shall be necessary 10 remove or prevent
such harsrd or interference
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2. GENERAL REGULATIONS (CONTINUED)

b e § Obligntions of the Cusiomer (continued)

128 Customer Premises - The Customer shall provide to the Company all reasonable personnel,
power and space required to operate all Company Facilities installed on the Customer Premises.

Prior 1o commencement of installation of Company Facilities. the Customer and Company shall have
determined the location of Company Facilities af the Customer Premises and the Customer, at its own
mMMm&dmwMMhhMumw
Promises or to Cusiomer-Provided Equipment to ensure technical compatibility with Company
Facilitics or Service.

The Customer shall be "esponsible for making Customer Premises available, upon reasonable notice
and st reasonable hours. for such tests and inspections as may be necessary io determine compliance
with the requirements of this TanifT regarding the insmllation, operation or maintenance of Company
Facilities or Customer-Provided Equipment.

The Company undertakes that its employecs, agents and sub-contractors shall observe the Customer’s
reasonable site regulations previously advised in writing to the Company. In the event of any coaflict
between such site regulations and this Tariff, the terms and conditions of this Tariff shall prevail.

2.29. Provision of Customer Equipment and Facilities - The Company shall not be responsible
for the installe:on, operation or maintenance of Cusiomer-Provided Equipment. Where Customer-
Provided Equipment s connected to the Service furnished under this TarifT, the responsibility of the
Company shall be limited 1o the fumishing of Service under this Tariff and to the maintenance and
operation of such Service; subject to this restriction, the Company shall not be responsible for: the
through transmission of signais generated by Customer-Provided Equipment; or the reception of
signals by Customer-Provided Equipment; or network control signaling where such signaling is
performed by Customer-Provided network control signaling equipment.

Customer-Provided Equipment for use in connection with this | ervice shall be so constructed,
maintained and operated as to be technically compatible with Company Facilities and Service to the
Company's satisfaction, shall not be capable of transmifting or receiving any message or
communication over the Service except in accordance with this TarifT, and shall be in compliance with
all FCC rules and regulations. Any special interface equipment or reasonsble security procedure
necessary to achieve compatibility between Customer-Provided Equipment and Company Facilities or
Service shall be provided at the Customer’s expense.
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1, GENERAL REGULATIONS (CONTINUED)
12 Obligations of the Customer (continued)
129. Proviion of Customer Equipment and Facilitics {continued)

The Cusiomer shall cooperate with the Company in the installation, iesting, operation and maintenance
of equipment and (acilities used in connection with the provision of Service pursuant to this TarifT.
The Customer shall at its own expense provide reasonable assistance and facilities to the Company in
the installation of equipment, shall provide at its own expense any electricity required for the proper
functioning of such equipment and shall provide or procure ® its own expense suinable
accommodation, [acilities and environmental conditions for housing of such equipment and all
necessary clectrical and other installations and fittings. The Customer is responsible for armmanging
premises nccess ot any reasonable time so that Company personnel may install, repair, maintain,
ingpect or remove service components. Premises access must be made available at a time mutually
agreeable to the Customer and Company.

L110. Avtomatic Number ldentificationCharge Number Servier - Cusiomers who obtzin a
iekephone subscribers information through Automatic Number |dentification or Charge Number
service must comply with the following regulations adopted by the Federal Communications
Commizsion regarding the use and sale of informstion derived from Automatic Number Identification
or Charge Number services:

- Customers are permitted 10 use the iclephone number and billing information for billing and
collection, routing. screening and completion of the onpmating ielephone subseriber’s call or
tanmaction, of for services directly related 1o the originsting telephone subscriber’s call or
Iransactions,

- Customers are prohibited from reusing or selling the telephone number or billing information
without first 1) notifying the originating telephone subscriber and 2) obtaining the afTirmative consent
of such subscriber for such reuse or sale; and

= Customers are prohibited [rom disclosing, except as permitted by above, any information derived

from the Automatic Number [dentification or Charge Number service for any purpose other than: 1)
performing the services or transactions that are the subject of the telephone subseribers call, 2)
ensuring network performance security and the effectiveness of call delivery, 3) compiling, using and
disclosing aggregate information, and 4) complying with applicable law or legal procesa.
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2. GENERAL REGULATIONS (CONTINUED)
12 Obligations of the Customer (continued)

22.1). Proof of Authorization for Carrier Chasge - A Customer that is a telecommunications
carrier (or that is acting on behalf of a telecommunications carrier) may not submit an order that will
result in a change in a telecommunications subscriber's Primary Interexchange Camier (PIC)
(inchuding PIC changes that do not involve CIC changes) unless it firsd has obtained authorization
from the subscriber, in compliance with any applicable Commission rules and without misleading the
subscriber a3 o the identity of the carrier soliciting the carrier change or the relationship of that camier
to the Company. A Customer that submits such a carrier change order shall provide to the Company
adequate proof of authoriration and compliance within fifteen days after the Company makes a writlen
request therefor,

1112 Ageacy Agreement - The Company will accept orders from an agent appoinited by the
Customer. An agency appointment must be sent to the Company in writing. I directed by the
Customer, the bill for 1} e service(s) provided in this @rilT will be sent to the agent. The bill will be
issued in the name of the Cusiomer, in care of the agent

The Customer retains responsibility for compliance with tanill regulations and any act or omizsion of
the agent, regardless of any limitations the Customer may place on the agent's authority.

12.13. Avallability for Maintenance, Testing or Modifications - The Customer must make the
service available for maintenance, testing, or implementation of changes it has ordered, at any
reasonable, mutually agreeable ume. Occasionally sn impairment may only be evident at cerain limes
(¢.g.. a certain heur of the day). In such cases, the service must be made available for testing during
the same time periods if the trouble condition is to be corrected.

3 Liability of the Customer - The Customer shall be liable for any damages to or loss of Company
Facilities, Company Equipment or Service or for any injury to the Company’s employees, agents or
sub-contraciors caused by the negligence or willful sct of the Customer’s officers, employees, agents or
sub-contractors or the Customer"s Users, patrons or lessors

The Customer shall be responsible for the payment of all costs and « cpenses, including reasonable
counsel fees and disbursements, incurred by the Company in connection with any legal or other
proceedings and any appeals therefrom to collect any Charges due pursuant to Service under this TarifT
or 1o enforce any terms or conditions of this Tarifl against the Customer where the Company
substantially prevails in such proceedings.
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SECTION J - SERVICE CLASSIFICATIONS AND RATE APPLICATION

LA N Meszge Telepbone Service — This section contains regulations and rate applications for two-point
Telephone Service and spplics 1o dial station and Calling Card where applicable.

311, Applicstioa of Charpes — The determination of specific charges for calls can be found in the
respective rale schedules in Section 4 of this tanfl. The raie in effect af the calling station af the time
the connection s established shall spply 1o the entire call.

LLLA. Initisl Period — The Initial Period applied 10 a call i the minimum amount of time
used for call charge purposes  The specific leagth of the Minimum Period can be found on
the applicable Rate Schedule

JLLEB Additions] Period - the Additional Period is the increment used to bill for
chargeable call when the call extends beyond the |nitial Period. Additional Period rates apply

JI.LC. Peyphome Use Cherge - 'n addition to all other charges for service ender this tarifT,
a Payphone Use Charge spplies to each non coin call placed from a domestic payphone by or
to the Customer. This charge is instituted 1o cover the cost incurred by the Company for the
usc of the payphone instrument (o access services provided by the Company.

312 Availability - Message Telephone Service is svailable throvghout the state of South Dakota
where the company has suthorization to provide service and the billing capability exists.

313 Access - Local Exchange Service Access is required 1o access this service. The Customer is
responsible for obtaining the Local Exchange Switched Access from a Local Access supplier and must
presubscribe to the Company s the primary carmer.
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L} SERVICE CLASSIFICATIONS AND RATE APPLICATION (CONTINUED)

2 Privale Line Service — This section contains regulations and rate applications for Privaie Line
Service.

32.1. Application of Charges — The service elements for the Private Line Services provided under
this aniff include: inter-POP channels, access and other miscellancous features. The determination of
specific charges for Private Line Service can be found in the respective rate schedules in Section 4 of

J21A. Inter-POP Channels - Inter-POP Channels are used to connect Company POPs
and Company VPOPS within the State of South Dakota and may be include the company”s
own facilities or facilities obtained from other carriers. The determination of specific charges
for Inter POP Channels can be found in Section 4 of this tarifl.

A2 1B Access - Access to POPs and VPOPS is provided by the Company using suitable
access channel either over the Company's own facilities or facilities obtained from other
camiers. Choice of suitable facilities shall be af the sole discretion of the Company.
Customers who request specific facilities may be assessed additions! charges. The
determination of specific charges for Access can be found in Section 4 of this tariffl,

321.C. Miscellancous Rates and Charges - Miscellancous Rates and Charges include
charges for additional features that enhance the functionality of the service to the Customer a4
v zll a5 charges imposed on the Company in the process of providing service to the Customer.
ihe determination of specific charges for miscellancous features thal are requested by the
Customer can be found in Section 4 of this tarifT. Other Miscellancous Rates and Charges
can be found below

3.21.C.). Special Access Surcharge - The Customer agrees (o pay the amount of
any monthly Special Access Surcharge which Local Exchange Cafriers may
collect from the Company on behalf of an  services or facilities used to provide
services 1o the Customer.

A21.D.Availability - Private Line Service is available between the LATAs in South Dakota
where facilities are availsble.
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kN SERVICE CLASSIFICATIONS AND RATE APPLICATION (CONTINUED)

A Custom Network Services - This section contains regulations and rate applications for Custom
MNetwork Service.

33.1. Virtual Network Service (VNS) = Virtual Network Service is a telecommunications service
offering virtual private network connectivity to transmit voice, data and other communications, Access
to VNS is provided through Local Access Channels or through the public switched telephone network.

33.1.A. Application of Charges — The determsnation of specific charges for calls can be
found in the respective rate schedules in Section 4 of this tanff. The mie in effect at the
calling station at the time the connection is established shall apply to the entire call.

33.5A.L. Initial Period - The Initial Period applied 1o a call is the minimum
amount of time used for call charge purposes. The specific length of the Minimum
Period can be found on the applicable Rate Schedule.

J3.1LAL Additicasl Period — the Additional Period is the increment used 1o bill
for a chargeable call when the call extends beyond the [nitial Period. Additional
Period rates apply for each Additional Period or fraction thereol that the call
continues beyond the [nitial Period.

33.LA3. Paypbor: Ui: Charge-In addition to all other charges for service
under this tariff, » Payphone Use Tharge applies to each non coin call placed from
a domestic payphone by or 1o the Customer to cover the cost incurred by the
Company for the use of the payphone instrument to access services provided by the
Company.

3.3.1LB.  Avallability — Virtual Network Service i+ available statewide where the billing
capabiliry exists for the Company,

33.1.C. Access— Local Exchange Service Access it required 1o access portion of this
service. The Customer is responsible for obtaining the Local Exchange Switched Access
from a Local Access supplier and must presubscribe to the Company as the primary carrier,

331D, Types of Virtual Network Service

3.3.1.D.1. OnNet - OnNet Service is the virtual connection between LATAs and
within the State of South Dakota, berween Customer Premises that are connected
to the Company POP or VPOP using dedicated Access.

33.1.D.2. On-OffNet— On-OffNet Service is the virtual connection between
LATAs and within the State of South Dakota, between locations using dedicated
Access to connect the Customer Premises to the POP or VPOPon onz end and a
Customer Premises using switched access at the other end.

33.1.03. Dial Up Access from Registered Sites (Dial Up Access) - Dial Up
Access s the virtual connection between LATAs and within the State of South
Dakota, between Customer Premises connected through the public switched
telephone network using an access authorization mechantsm at the originating
end.
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SECTION 4 - RATES AND CHARGES

4.1. Meszge Telephone Service

4LL  Rate Periods - The Rate Periods used in this trifl include Standard, Discount end Economy,
are based on the time of the originating end 8t the start of the call and are applied a1 follows: Standard
time is from 7:00 AM to 7:00 PM, Discount time is from 7:00 PM to 12 midnight and Economy time
is from 12 midnight to 7:00 AM.

411 Mileage Measurements - Mileage measurement, when applicable, is the distance in sirline
miles between locations. The mileage is the distance between the rate center of the originating station
and the rate center of the terminating station and is measured using the calculation of airline miles is as
specified in NECA TarifT F.C.C, No. 4,

4.13. Rates - The Rates for Message Telephone Service are based on the time of day, day of week,
length (in miles) and duration. The Initial Period is 30 seconds and the Additional Period is 6 seconds.
Following are the rat 's for the different types of calls.

|RATES FOR MESSAGE TELEPHONE SERVICE ARE TO BE DETERMINED)

Standard Discount Economy
Sﬂ-%ﬂn lnitial  Add'] Initial Add’l Initial Add'|
20-50
50-100
100 +
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4, RATES AND CHARGES (CONTINUED)

42 Private Line
421. later-POP Channch

4.11.A. Mileage Measurements - Mileage messurement is the distance in airline miles
between locations. For POP 1o POP (or VPOP) Service, the mileage is the distsnce between
the V&H coordinates of the POP or VPOP. Miles are measured using the calculation of
airline miles as specified in NECA Tariff F.C.C. No. 4. Fractional miles are rounded 1o the

next higher mile.

4.11.B. Rates — The Rates for Inter-POP Channels are based on the type of service and the
aistance, measured in miles, between POPs cr VPOPs and consist of a fined and per mile

componeal

[RATES FOR Inter-POP SERVICE ARE TO BE DETERMINED]
Voicegrade s s 3
9.6 Kbps s s s
56/64 Kbps s $ s
1.5 Mbps s $ s

422  Access Channels

422 A Milesge Meassurements - Mileage vi=asurerient, when required, ks the distance in
airline miles between Local Exchange Carrier serving wire centers. Miles are measured using
the calculation of sirfine miles a3 specified in NECA Tariff F.C.C. No. 4. Fractional miles
arc rounded o the next higher mile.

421B Rates - The Rates for Access Channels are based on the rype of service and the
. distance, measured in miles, between Local Exchange Carrier serving wire centers,

|RATES FOR Aceess SERVICE ARE TO BE DETERMINED)

Voicegrade  § H H H
9.6 Kbps $ s s s
Se6EKbps S s H H
1.5 Mbps s $ H H
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Effective:

4. RATES AND CHARGES (CONTINUED)

43, Custom Network Services

43.1.

Virtusl Network Service (VNS)

4.3.1.A. Rate Periods — The Rate Periods used for VNS include Standard, Discount
and Economy, are based oo the time of the originating end a1 the start of the call and
are applied as follows: Standard time is from 7:00 AM to 7:00 PM, Discount time is
from 7:00 PM to 12 midnight and Economy time is from 12 midnight 10 7:00 AM.

43.LB. Mileage Measurements — Milcage measurement, when applicable, is the
distance in airline miles between locations. For OnNet Service, the mileage is the
distance between the V&H coordinates of the POP or VPOP of the originating
station and the V&H coordinates of the POP or VPOP of the terminating station. For
On-OfTNet Service, the mileage is the distance between the rate center of the of net
station and the V&H coordinates of the POP or VPOP of the dedicated station. For
Dial Up Service, the mileage is the distance between the rate center of the
originating station end the rate center of the terminating station. Miles are messured
using the calculation of airline miles is as specified in NECA Tariff F.C.C. No. 4.

4.3.0.C. Rates - The Raies for VNS are based on the type of call, time of day, day
of week, lengtn (in miles) and duration. The Initial Period is 18 seconds and the
Additional Period is 6 scconds. Following are the rates for the different types of
VNS calls.

43.1.C.). OnNet — OnNet Service is provided between Customer Premises that are
connected Lo the Company POP or VPOP using dedicated Access.

|HATES FOR OunNet SERVICE ARE TO BE DETERMINED|

Standard Discount Economy

H:Fm Initial Add’] Initial Add’} Initial Addl

20-50
50-100
100 +
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4. Mm#NDGMRGES{CONTINUED]
43 Custom Network Services (continued)
43.1  Virteal Network Service (YNS) {contiaved)
4.3.1.C. Rates (continped)
43.1.C2. On-OffNet — On-OffNet Service is provided between locations using
&dMﬁmmeCumﬂﬁmhuthOPﬂ VPOP on cne
end and a Customer Premises using switched access at the other end.

[RATES FOR Oa-OffNet SERVICF ARE TO BE DETERMINED]

Standard Discoumt Economy
i i A fital Al Initisl  Add'|
0-
20-50
50-100
100 +

43.1.C3. Dial Up Access from Registered Sites - Dial Up Access is provided
hﬂwemcmhmhnmmuilhrwg,h the public switched telepbone
mntuh;mmuﬂuimimnuﬁmiwnnhq‘imm

IRATES FOR Dial Up Access SERVICE ARE TO BE DETERMINED]

Sandard Discount Economy
E;jﬁm Initial Add’l Initial Add'] Initial  Add')
20-50
30-100

100 +
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Concert Communications Sales LLC
Biographies of Key Management Personne!

PETER MACLEOD, Chief Executive Officer, Concert Communications Company

Peter MacLeod is the Chief Executive Officer (“CEO™) of Concert Communications
Company (“Concert™). As CEO of Concert, Peter has overall responsibility to Concert’s parent
company, British Telecommunications plc (“BT™), for Concert’s sales and operations. Peter was
appointed CEO of Concert in February 1999.

Peter’s background is in sales, marketing, and strategic planning. Most notably, Peter
spent 21 years in various senior level sales, marketing, and strategic planning positions with
Unisys. Peter joined BT in February 1988 as Director of IT Systems and has held a number of
positions in BT, including UK Sales Director; Business Communications Sales Director;
Director, Global Customers; Director, Global Sales and Service; and most recently, Director
Multi-National Sales and Service.

Peter has an honors degree in mathematics from 5t. Peters College, Oxford England. He
was President of St. Peters College in 1964,

NANCY B. GOFUS, Chicf Operating Officer, Concerr Communications Company

Nancy Gofus is Chief Operating Officer (“COO™) of Concert. As COO, Nancy has
overall responsibility for the day-to-day operations and performance of Concert. Nancy was
appointed COO of Concert in February 1999. Prior to her appointment as COO, Nancy was
Senior Vice President of Marketing for Concert. As Senior Vice President of Marketing, Nancy
was responsible for all product management and sales support activities for Concert managed
data and voice products.

Nancy Gofus came 1o Concent via MCI, where she served as vice president of MCl's
Strategic Global Services orgrnization, which was chartered with formulating and executing
MCl's intenational alliance strategy. Previously, she was MCI vice president of product
mas.agement, where she set product strategy, defined new product requirements, and launched
new products for the business market customers. Prior to joining MCI in 1991, Nancy worked
for AT&T, where she held a variety of sales, marketing, engincering, and operations

assrgnments.
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Concert Communications Sales LLC

Biographies of Key Management Personnel
(continued)

STEVE CLUTTON, Chief Financial Officer, Concert Communications Compaiy

S.eve Clutton joined Concert as Chief Financial Officer (“CFO™) in October 1998. He
has primary responsibility for the financial plans and policies of the organization, including
establishment and maintenance of fiscal controls, and preparation and interpretation of financial
reports. Steve also has responsibility for Concert’s information systems, revenue services, and
taxation.

A KPMG Peat Marwick-trained chartered accountant, Steve joined Concent from BT,
where he was head of the Group Mergers and Acquisitions team. He also served as Finance
Director for BT's Internet and Multimedia Services businesses in the UK. Steve's experience
prior 10 BT includes a lead advisory role in Mergers and Acquisitions at the investment banking
arm of Barclays Bank.

LLLE L L]

MIKE CONSIGLIO, Vice President - Network & Systems Development, Concert
Communications Company

Mike Consiglio is the Vice President ~ Network & Systems Development for Concert.
As Vice President — Network & Systems Development, Mike is responsible for delivery of end-
to-end network service to Concert customers, as well as customer provisioning, network
management, network security, process engineering, technical and complex bid support, network
change control and direct support to Concert’s distributor customer service centers. Mike has
over 25 years of expenience in large-scale systems development, network operations, and
CUSIOMCT SCIVice.

STEVE EDWARDS, Vice President - Concert Service Delivery, Concert Communications
Comspany

Steve Edwards is Vice President — Concent Service Delivery and is responsible for the
provisioning and scrvice of all Concert networks. He previously served as president of
Tandberg. Inc. of Herndon, VA, where he was responsible for product and service packages for
the visual conferencing business catering to the business, government, and public sectors.

Steve has more than 23 years of experience in telecoms and has held a number of
management positions within BT and its subsidiaries. Among other positions, Steve served as
president of BT Visual Images, where he was responsible for day o-day operations and strategic
planning for all BT videoconferencing endeavors in North America
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Chairman statement

The 1968 financial year proved 1o be & vary
Important chapler in the BT story, evan If not
quits in the way we anticipsied 12 months sga.

This time Last year, we expected that there was a
good chance that cur prospective merger with MCl
Communications Corporation would be completed
by the end of the calendar year. In the event. of
course, this did not happen. WorldCom tabled a
considerably higher bid for MCI and we did not
feel that it would be in shareholders’ best interests
to match it

In our view, the preferable course was 1o

acoept the ofler WorldCom made for our 20 per
cent holding in MCL. On completion of the
MCL/WorldCom merger, BT will receive around
USS7 bilbion (more than £4 billion). This, added
to the break-up fee and expenses, represents over
US554 per share for a holding we scquired for
just ower USE32 per share in 1994, As | write, the
MC1/WorldCom meTRer is awaiting regulatory
clearance in the USA and Evrope.

Nor has the success of Concert Communications
Services, our joint venture with MCI, been
compromised. Indeed, Concert has continued
lo teadﬂx'ﬂ!diﬂ-p‘h"lﬁﬂllhhﬂmﬂw
network services (o multinational customers.
MCI WorldCom will, for 3 period, have
non-exclusive rights to distribute Concert
products in the USA. Beyond that, we shall
ensure that enduring distribution arrangements
are put in place for the loager term.

In other important respects, this has been a good
year for your company - both ia the UK and in
other markets around the world

Turnover has grown by 4.7 per ceat and we
have seen strong growth in demand Customers
have benefited from sound quality of service,
price cuts worth over £750 millioa in the year.
and a range of pew and exciting services. Our
Internet related business is growing fast and we
arc sering considerable demand for second Enes
and ISDN connections. We have alo announced
a magor upgrade to our broadband network Lo
maich the ever-increasing volumes of data we
are required lo carry.

Ezrnings per share were 26.7 pence and [ am
*ﬂdlﬂl‘l‘lﬂl’llﬁnﬂlﬁwhﬂﬂmd
11.45 pence per share, which brings the total
dividend for the year to 19 pence per share,
which is a3 forecast. This represents an increase
of 6.4 per cent on Last year, adprsted to take
account of the special dividend that we pad in
September 1997,

Relations with the new Government have been
good. Notwithstanding the so-called “Windfall
Tax", which we did not and do pot belbicve was
appropriale 1o BT, the Government's interest in
technology can bring is clear and undiminished.
We are proud to support the Government's New
Deal wellareto-work initiative, and have been a
key player in developing the “national grid for
learning” in the UK

momentum. The World Trade Organisation is
commitled to opening telecommunications
markets; and, in Europe, give or take the odd
derogation, there has been full competition in
the market since ! January 1958 BT has now
established a presence throughout the European
Union, and we are engaged in turning jong-awaited




CHAIRMAN'S STATERENT

Our capacity to address such opportunities and
to meet the challerges of change depends to

a great extent oa the skills and commitment of
our employees an¢ | thank all BT people for the
continued dedicatiua wiich they have shown

to the company over the year.

In a word, we have the right people, the right
strategy and the right positioning for success.
And we aim lo continue to translate that strategy
into long-term shareholder value.

1 also wish o pay tribute to those directors
whio retired from the Boand during the year,
Birgit Breuel, Yve Newbold, Bert Roberts Jar, e e TR 2 o
Dr Alan Rudge and Gerald Taylor, each of whom | Earmings per shars betors . 7

made a much appreciated and distinctive , omwepona e L35 50 WUIp, M B
contribution to the company's progress during Oividends por share - ordinary  19.00p  108%p  1AT0p
: R, L g
thedr term of offoe. Vet . so _
[l el T ey = 3

We are pleased to weicome our new non-executive “_'."‘.;,"L_. . :
directors, Helen Alexander and Neville Isdell, to cparating sctivities peo7em £5182m  E55Mm
our Board. We also welcome Sir John Weston, who RV St L S

Copitel sxpenditwre -~ £3,030m  £2710m BT
will join the Board i the autumn. - ol i

1n a break with tradition, | would like to close
this Chairman's statement on a personal pote.

1 announced earlier this year that, with effect from
31 July, | will become pari-ime Chairman, having
been fortunste enough to serve as your company's
fullMime, executive Chairman for over ten years

BT ncw has a strong and experienced senior
management team in place, under the leadership
of Chiel Executive, Sir Peter Bonfield. There s
no longer a need for two fulltime executives at

G MLLEQuL
That said, [ shall continue to play a full part in the =
life of the company and | can assure you that my Sir tain Vafiance
personal commitment to BT snd to the industry Crairman

s undiminithed 26 MAY 1938




An interview with Chief Executive, Sir Peter Bonfield

A lot has been said shout BT strategy over the
past yaar. How would you describe K7

Quitr Emply, our strategy B 1o seise the opportasdtrs
for prowth in fhe comemealioes marko worklwide

La practice, that mesns continging to eimciste sod
meel growing demasd i the UK: moving isto pew
prowth markets sach s the rest of Esrope: sad
maintsising sur workd-leading position i serving the
seeds of mulinationsl companses trough Coaorr?
Communicafions Services. Acroes all of those markets,
we will also look b take advantage of the explosive
prowth iz advanced services such o mobalty, data,
mukimedia and (he Internet.

Commurications Wrchaalngies are the engines o
change and growth in the workl's econocny o the
moment - aod that gives us 3 wealth of epportunities.
Our task is 1o seize those opportunities, defver
excelient valoe for sharcholders snd, in doieg w0, reakse
our vision of becoming the most soccessiul workdwide
Ircommunicaions group.

Thers's a lot of competition for these opportunities.
How can BT make sure i makes the most of them?

BT i3 uriguely wellomuitonsd We have proved that

we car phezse a wide rangr of customers. We are highly
cxperiencrd b competitive situations. We have signiSicant
Loancial sreegth asd we e already & esabished
ool pleyer, with operations in all mujor markety
srvand the world

Can there be vy growth lefl in the UK markst sfler
ower 8 decade of competitionT

Yes there s - even though ia the last five yean we've
steadly mcreisrd roveoues and call volumes. Usage
of residential Enes cootioues to incrrase. I pow stands
ot more than 1] minutes per e per day, & rise of more
than beo minutes since 1994, Rrmember alvo thai UK
usage is stifl coly 60 per cent of that in the USA - which
acws that there B 13 considerable room for prowth
We're pow stimulating the market for phone calls with
markrting campaigns aod, st the wame time, developing
2 whole new market in sdvanced services.

What sre you doing 1o taks the opportunities for
prowth in mobility, data snd muftimedia?

We've taken several steps this year to make sore that
mobiliey i 8 top pricrity for the company, and that

mraes 8l prrvioes which brlp prople commusarate
free from location restraeats - nchading serviors such
m alieyg cards ad mesagiag e vl B oobede
tckephoars. Cellact - in which we hawe 2 60 per oot
stk - bas & reputaion for mocwation. It was the frst
operator o ensble cuttomens 10 send and receve frees
wad data usng mobile phones. And, in the kst pear, it ha
lanched an Internet-fnled service, Celinet Genie, that
debvers information wach 5 pew, share prices, loothel
acores of job opportzsities 1o your mobile phoae.

In mainlend Europe, we arr poneering the merging of
mobde and fixed Ene services, with ooe petwork, one
ball and, ulimately, ooe handeet

The market for data comemications is experiencing
explosive growth and is set (o overtake voice traflic

o the next fve years. This trend, known o the
=datywave", Ia being driven by developments such =
the spectacular growth of the Internet. Already, BTs
Intrr oot business b prowing bater than 100 per cent
per anoum. la the UK, we've announced that we will be
making a [1.1 billon rvestent in cur aetworks lo meet
the demand lor dats commusnications sad Internet
services In Europe, data revenues are growing very
stroaghy. #nd Concert ofters plobal commenies a cheice
of data services delrvered consistent’y snd refiably
sround the workd

Ia the UK, we are abso helring the next peneration

to use dats petworks by connecting schools o the
Net ot affordable prices. We're alsc oa the brink of a
iteed imnovaticn that will tranaf== the domestic
communications marker digital interactive lelevision.
Sebpret o the necemery regelitony cesrances, oor
joiaat venture, British Lateractive Bemadcasting. wil
enable people 1o do some chopping, check Eheir

bank statement. have 23 co-fine tutorial or bay 2 CD,
il from their homes. They will be able o receive and
respond 1 information via the TV set ssing & combenalion
of atelite transmission end the lelecommunication
artwork

How can BT give sufficient stiention to both UK
and global activities?

We have structured the company o cosare thal we
can punue these various opportusilics with clarity and
detrrmingtice [ heve cxtabliahed 3 w=mad e o detve
group sirstegy and take an overview of BTs opcrations
o the UK and intormationally BT UK, under

Bl Cockbarn, b focaned on the domestic UK market,

o



with the objectives of achieving sostained growth from
the core edephony business and maximising vahee

in growth markets. Meamwhile, BT Global, under
Alired Macke?t, s concroirafing on investing in, and
developing. new markets sround the world. The team
which handles modalicy snd mulismedis opportunities
reports directly into me sod provides 3 strategic focus
on two of the major worldwide opportunities.

whmMMM_
ot the momant - how would you describe BT
oparstions there?

“Fast-moving™ is the bem descriptios. | wope is

bage opportusity - a market whic': has been open

fo competition since | Jasury 1998 We have joial
ventures operating in cvery major couatry and they
have already won 11 Borncrs for fxed or mobile services
Taken logether, owr Exropran alfances are oxpecied o
have sammal revenwes of 125 billion this year, 2 rise of
sround 50 per ceal. They expect to recruit 4,000 peogple
in 1958 Our partaers are companies with local infloence
v established infrastrectores. They include Enancial
wrrvices providers, media conglomerates, transport
companies and retudery, and they 2l mepplement BT
techmology sills md comspeiive cxperience with & deep
wsderdmding of Sx own sxional markets.

Beyond the U and Eavoce, wihist have boen the
ofwr hghfights of B yea?

First, if's beewn snother good year for Concert
Commemirstions Servicrs, the joint weabare we

kave oporsand with MCT sinoe 1994 Concert beads

the markert for global services wsod by the top
mralitatieenh R s growing o sbewet 50 per cesd per
year, serves 40 per cent of ther Fortune 500 4
corrpenirs and v rafed smamber cor globe! ortwercer
m the Yankor Group's servey of comemers, Other
hughights wore wicomyg Exed sad mobde boesorms in
Sgapore - alomg with parteers, incheding NTT of Japas:
=iy 3 Menormdem of Usdersasdos o cooporse
with (g Telrcues, and semesmcrgy thas we wookd

b the frst Enmpean commen’caiom comgpaay o
comtributr 1 3 working Crous ncheding top T sames
fikr Compeq sad Microsclt io book at sefting stmdards
fior new kigh-speed services.

INTERVIEW WiITH CHIEF EXECUTIVE

How do you esaeas the lmpact of not merging
with MCT?

1 5t believe that merging on the terms which we
negotisted would have been a good resslt for BT and
its shareholders, but we decided not 1o go shead st 2
price which would have been uneconamic for BT, Had
we chosen to maich Che rival bid, we belicve it would
have been againu shareholders’ interesty, As i was,
wr tock sctios to secure & good return, malntsined
our services to US restomers through Concert
Comminications Services and kept open cur oplions
o pursse pew growth opportunities.

So what now In the USAT

We now hawe bwo objectives. The St is b sk
m=xe we have the most comprehensive pomible
sales, mervice and seppert for cestnmer©s of Concert
Coomnications Services In the USA, Socond - and
this is 8 scparate isgnt - there may ol be investment
opportanities i growth arces of the US domestic
market. It is & valable market, with over one-third of
e world's telecoms revenses, We are locking ot sl
the opticns but we will caly takr an opportusity i it
will defiwer real valoe Jor shareholdern,

i owerall torma, what's your vision for ST?

To be a company thal delights custome s mad
shareholders, and is 3 good place 1o work. To seize
prowth opportsnities around the world, To help peopie
ume commmnications echaclogy 10 inprove their
education, tair health, their
besinrss. To enable prople 1o oee
commemictioes b cxpand their

borizoes sad ko prt more out of

Oacir fves, s employers, i
consumers and 53 ciisom.

L

Sir I ter Bonfleld CRE
Chagyf Executiog
26 MAY 1999










I April 1997, BT+ NIS (3 joint ventars between BT
and Marubend) began trading i Jagan m o Cancert
distrstor, loternet pervice providier and sspplier of
advanced woice aad dats services. ks February 1908,
ET+NIS esncenced ity lntestion to spply for & Bomee
1o teke sdvestage of the pewlp ibersised telecoms
markel s Jape,

Chiss bs cor of te most eucifing merkets bn the reglon
sd, potentially, one of f brpet la Bae world For O
lost frw years that muarket has prown of o rate of shout
10 =Son knce & yosx.

In bdarch 1398, BT took o fertler e ot tis market by
sigming o Memormdon of Uaderstsodiag Qdall) with the
abeowerd operater, Chires Teleroen Alsemgh the Mal)
dors ot iovolve investmend, B will bater co-operafica aed
wadereading betwemn (e Peo conpanics, aod cashile
1 ta e teckaciopy md cramine matusy beneficdial
business opportealies

And, In Singapere, BT is part of 2 comsortiom which ha
recently won & fxed sad 3 mobile Iceace, enabliag & o
comprie with Sngapore Telocom from Apeil 2000

In the UK

BT UK setwork s oo of (he most sdvenced in the
workd, snd wr hove iovested nearly £30 b¥ion since we
wrre privatieed i 1984 lovestment & (it brved enss s
Tl we cn costinue o defiver reldde ead lonovative
servicrs 1o off our Customens.

There are mere than 15 millon kilometres of optics]
Blre in the UK networl, 7,500 local exchanges and
60 cusin pwitching undts.

Business communicstions

One of the key growth srcas for BT s been e
Incresse in business Goes, malnly doe = pew ISDN
Exes. Theee ore now also bring weed bn the home for
Internet scorm.

Among sur leger busiarn custeomens, Bere ks 8 growing
fraliazton that ey can pain sigeifoont competitive
ebvaatage by using 8 slaghs nepplier b provide tem wit
Intrgrated comamaications sckafions. BT Syocorda
Scisiney is i the forckront of s ragidly prowiag
owtsourcing market

Ased, s the valoe of rensactions b G workls copital
markets b expecied lo confinee b mcreae rapedly, BT -
woogh b sytess nlegridion busseess Sreterra - bas
beczmne the global markert kreder o B design and
prowisios of dcaling roomes sd trading srvron. Systcg
s » plobel market share of 25 per el of dcsfiag boards
m0d] per aystems are used by £5,000 Snancil taders
rvond the world,

Correnty, ony & third of sesll sex] sl -cioed
beisrmrs wr clertromic mal, coopared with two-thinds
of larpe frex aod coly & Guarier wee the loieraet,
commpayed with srowsd balf of larpe corportions, Bot the
market for infrmation kocheology end comoenications in
s pector s expecied 1o grow by srousd 50 per cent s
the next Gve years sod we believe that this bs 3 market of
buge mportsace o BT

BT and the Conhoderaiion of Britiah ladesiry e joimdly
sponsering (e Iafrmation Seckety Forum, which keanes
o particsler on Gar bnpact of sew techaciegy oo Uhe sl
business market, W are alse working closcly with the
British Chambers of Commmerce, offiering Eaternet sccess
5 all their members. And, b South Wiles, BT sod the
Ewrepesa Cammission are fnsacing the work of the
workl's fraf chair of slectrosk comenerce of Cardif]
Usshwersity. The Unbwersity hes become e bub of the
Soutth Waks “virtaad buslacss comammeiry”, bn which

8 musnber of wnll besinetoes are Excovering howr
technclogics mach os the Iebrrnet sod vidrocoaferracing
‘o belp them find 5w wapy B meriort Gasaciees, onl
down on trved coofy, pet oser o Beir cestomers ad
supgiiers, mad Uade ieforeationaly.

W buve shio tesmed op with Comet, « lesaleag U0
retaiier of conmpme© cho-roaic egsipnest, s et &

acw concept in rrisiing. Called LT. v, s a

slore dedacaied Iy the inlnrmaiton lechackogy mad
CorumunicaSons ~rods of sealler businessrs. Porsesal
competery, solts ot snd prriphersls ore oo sile sleny
with the lafret 2 cormmesrations lecheology I the trisd
prowes puccesful, [ T Wirls siores will be opennd acroes
the UK.

Ouality of pervice

ET places grest emphiasis o quality of service sed our
Customers’ aalisfaection with the seyvice we provide. We
cuadiart ower 22,000 islrrviews cvery moath with our
reshdentisl cotomers sad with the peneral public g3 well
s over JLOD0 kedrrvicws with -‘-:_“n.




For the period October 1997 to March 1958, B3 per cont of
our residential custome s aad 8 per cent of our business
cusioeners s3id they were safisfied with the services we
promide. Satisfaction with inleed calls was 95 per ceat.

Some residential custoneers were badly kit by the weather
probiems i late December snd corly Jeooery - the
msmbey of Gty cieared in nine worldng hours or by
seressil sppomtment dropped o just under B0 per cont.
Hewever, for our betiness crstomeny, the number of
[aults cieared in fve working hours or by soocessiol
sppointment incressed to ower 89 pey cenl.

Naoety two per oot of cestome s are satiufed with our
Operator Assistaace Service (100) and 50 per cent are
satiched with ewr Directory Assistance Service (177

BT s imvesting £54 million in pew lechoolos (o improve
e risadards of s directory enguinies service, incloding
e expanion of he database so that, by 2000, &t will alse
b abie to provide the numbers for mobile phooes,
radiopupers e bix machines

Network relability romsins coastensly high - less

tham one call i 200 izl bocawrse of e network, and
& Customy i salilorly o cxpericocs 5 network Ll

e than cnce CPITY SOVCR FOES o8 &y one of ki
o ber Emey

The mumber of BT payploncs i the UK has prown b
ot ower 13000

i by

Seace Aagest 1597, BT has cperated uoder a price ap
formuls - agreed with 08! - of the Betad Price loclex
(T mimes 4.5, cowrring the serviors waed by those
resideotal costomers whoee bl gir vy in the lowest
B0 per cent. Usvlier the formala, the price cap applies lo
less than 20 per cont of BT's total revennes, in contrast
o the previoen formls of KPP mines 7.5 which ras for
e o years wnsll the cod of July 1957 and spplied to
ot 50 per oot of revenses,

I March 1950, O] instigated a Mosopebes snd
blergers Commmingion (MMC) reference on the iosur of
B pricing of calis made to mobile phoaes. The coquiry i
#50 enderwny and will repart to Ofiel in early September
BT belirwes that the prices of i services reflect the
competitior natere of the UK market snd sre fully
jmtified. Hawrewer, we scknowledge the objective
sgproach that an MMC referral will bring and we are

BUBINERS REVIEW

co-operating fully with the MMC's investigation,

Ve are "caking consirective progress in cbtalning
regulst vy spproval for the Britiah Interactive
Broadcasting wentere, which we are seeking in beach in
comjunction with By, Matseshits ad Milland Bank
Scheduled to be bumnched bier in 1998, & will provide

a range of services, incleing home shopping, home
banking home sducation and kaformation services, &
well 2 laternet, e-mall scorss snd conpaster games,
through 2 television setiop box

intermat

The Internet is a key market for BT - our Interoet
business is currently growing fasser then 100 per cent
prr ancum end BT Iaternet is one of the largest

In March 1998, United News & Media joioed BT and
News locornationad 23 an exqual partner in LineDae., the
lnternet hosod information sd eetortamment service for
residential cusicmers. LineOoe brings cestomers news,
sporl, enleriainment, busines information and bome
shopping and is the caly UK-4ocused an-Bae pervice of
it el

For bemsinesses, BT "WebWorld is a quick, easy and
eotefioctive wrb bosting service for cresting 2ad
operating Istoraet sites. BT WebWork! offers & fall range
of web houting functions, together with web site design
pacioges. Comtomer sappor! i svalable sroen days 2
woek by e-mail, fx or triephone. Festures inchade high
availability systeem, regulsr back-ups 2nd high capacity
connections 1o the Internet

Lo sddition to the Internet, private corperatr infrasets
bave emerped 23 3 sosroe of new business. For cmmple,
BT Intranet Compiete is 2 “ready io.gu” sobstion for
companies kern 1o pet started oo their ows intranet.
And BT lotranct Bailder offers 2 "one-slopabop” for
companies wishisg to devciop their own infraacts,
providiag & corprehensive raoge of the best components
und suppert servicrs,

Kiuttirnedia

In the last 12 months, BT has stepped up s rescarch inta,
and triaks of, teractive multimedis servicrs. Mubimeda
embraces the [ ternet, interactive television, and video
= sudio material defivered over networks to the home
or office.




Multimeda s dready growing et with 10 milion ¢
send cach day in the UK md X0 pew web pages st op oa
the Iadermet every meirute, Arnamd e per oret of loeal
calll traflic carvied by BT is sow lnternet relsted.

Makimedia's popmbarity bs st b increase rpaddy. BT trials
show that 80 per crat of prople would prefer their
trievisicn service to lestare teractivicy and the plality 1o
call wp videos on demand.

The metwerk
Makimedia'y wptshe will deprad on Oy capacity of
petworics o delfiver s material and o provide reterm
channels Corough which consessers cn respond b what
s broadesst or dtriboted. BT i therelore working 1o
provide the best possible aetworks, while kreping couts
within alfordable fmits.

[hring the yrar, we emouncrd that we woald spend an
sditienal £300 milion on wppradag cor setwwrk o
emable it to carTy mare data ot faster speeda. Sech
opgrade will belp the network soppert pew services such
as Home Highrway. Home Highay is o new &gital
communications service (hat will ransiorm » Costome©’s
ruisting home irlephons Eoe kxto 3 high-spred lntormet
end epltanodi commection.

Much of cur current prtweck imvestorst iy focesed on
he ways (hal technolagy ca0 maks cor cxisting actwork
mvrsiment cary all the laicst services by - for oomple -
defrering vides sorvicr ever the coisting copper
oetwork. This will enable w3 1o provide pew services

o o most alfordable price.

BT ia carrying out trisls of ADSL (seymenetric digital
subsecTiber loop) techmology, wisch wses compression
trchesgques 1o incrrase the capacity of a phooe hoe 30-dodd
grring baghapeed Internet acoesy TV -qualry video ead
CD-quality s,

Variants on this teme are slso in developeaent incldieg
the highly cconomical [SL Lite s the more expensive

VIISL (very bigh-speed digital subscriber loop).

In March 1998, k was snooceced that BT will be working
with Mool subsicliary WebTV Networks ks a trial of
the WebTV service, for which BT will be the Internet
wervice provider

Mabelity golutiona

BT b slso roluncing and sharpening it focus on the
msbile trircomrrnecation marke' apandng the way

l:l-n@i-ulrt-ﬂulun-uf—ﬁ;
reqesrTErsiy

Assbrars prediot that, withs fve year, the mobde
Comsmercatoes skt will scrosst lor X0 pey ornt of ol
ielrcommmmerations revesne, Tith some 12 1o 14 milion
people i the UK baring 1 mobile phone, compared with
mime millon lodry.

Colinot

BT has a 60 per ceat stake i Celine?, the mobde
teleCommmmnications arfwork eprrator. and - throngh
BT Mobie - offers customers & rangr of integrated
o msovative mobsly sobehora, cnsblog e to
ry in tooch wherever they are.

Cellaet has more than throe mlion cwstomeTs, the vast
magpority of whom are consecied 1o the dgital GSM

LM

Celimet wa the first UK sctwork 1o offier 3 fall, rwo-way
digital frx and dsta servce. ba effect, o lex ommber i
e o o mdivicho] racher than » machee Mobsde
phone wers can sow reccive sad ernd data securely while
on e meer in many of G comatrics with which Celloet
o “resmmng” sgrormcnts.

Sepiember 1997 syw the lsonch of Collaet Genir, & world
et and one of the U most comprebemsive free
information sowrces oa the Interoet. The Cenie webmsite
brings ogrthey (he vory latrs? inlor=arion oa pews and
current sy, sport, Bnance, eotey trinment, travel and
carcers on one web site. Costoeners scorsming the site can
sk for information 1o be defivered 1o thear mobsle phone
via brxt mvrssages o 10 80 emel addres -




Crlinet plans to lssnch & dio-oo-demand service,
slowing prople o acores perocalined pews aad sports.
voice reports - begizning with bottall - ot the touch of
2 butten on & Cellnet digital phone.

Cand Servicos :

BT Cord Serviors howe developrd and lmnched

Card, BT first truly isternational calling cord for the
plobal marketplace. Lacached isitially b three Ecropesa.
marierts i smocksSon witl oo joint vestere partoen in
with BT's global capacity io offer a scamiess sorvice o
intrraations! cuslorery cutside of the U I i pocitioned
speciaally to sppes! to businesy byvellery fom sbroad
who have & noed 1o ol Interaationaly

Pricing
Since December 1950, BT has cut call prices by more
than £2 bilken

Al the seme tne, we have introdoced a wide rage of
Brxible opticnsl dwoent schemes tilored o weil e
oeeds of all cor business and residential custoeners

BT las a mismivem call charge of Sp af basic rates - 18p
with PremderLine and Friends & Fady discounts.

The bigrest reduaction in the yoor came in May 1997 when
BT ot the price of saSosal Zaytime calls by ten per coat.
A the name e, regional deytime calls were cut by

318 per ceet.

Ln September 1997, thee pricing structere of [T pypbooos
was snpEfed. The 10p mairmem foe remneins cochaaged
el customers now receive wp 15 50 per oot mare B
for their meaey on UK leag-distance daytime calis,

And the cost of calling has contimerd blieg sincs the yoar
end On 29 April 1998, the cost of local calls made in the
evesing and overnight, Moodlay to Fridsy, came down by
more than ten per cent - from 1.7p & minsie o 1L.5p.

la December 1997, BT wekomed 2 High Count decision
o Et » temporary infmction preventing s from
circulating a report which compared our prices Gvourably
with those of Cable & Wirvlem Coommumications.

BT recognises that cusiomers need o compere what eac™
spplier s 1o offer aod assess which is bext for them
Dest, b0 make » realistic comparison between BT and other
seppliers, customer s soed to be sbie 1o compare Eke with
ier. la comprtiters’ advertisiag activity, it b oftes their
best call discounts that sre compared with BT's base cail
rutes and 80 ac0 Wi s aken of our dscount packages.

Marketiog
Marketing camgmigms have played 2 key role in relaying

the message thal BT is commitied to culting prices sad o
chaging the way people in the UK regard the ledephone.

Thanks to campeigne such as [ poed be teld and
descound packages such i Friends & Famdy, sverage
residential telephone mage bas lncressed by mere Uaa
w0 minstes per day sinor 1594, o & level which ks still
ealy sround €0 per ornt of that = the USA Usage per Ene
per dxy bas lncressed by more than €2 seconds ia the
past 12 moathe.

Last year saw b =nch of scversl aew marketing
cxmpaigrs almed B InCrssiag e cumber of residentisl
customens connecied lo BT

Our Actaisition Cassgign., iovolvie g & mading o &3
UK housebolds not benefiting from o tekephone sevvice,
s resalied la over 45,000 new costome—s choosing to
coanect o BT

Orer Frcoanection cerepaign has been cven more
socresshel, stuncting 8 farther 100,000 custorers who




had previewmly givea oy BT service 1o reconnect for st
£5.99. This campaign includes mailings, iebermarketing, a
new Bedd macketing oporation and television advertising.

Fmally, sesrly 300,000 BT cestornery opted for & second
e durimg the yrw, eacouraged by marketing special
offers promaoting half price installation snd other
ncrathey

Reglonal dimenzion
The regioasl dimension of UK busiaess is becoming
Incressingly importast sed BT bs working in close
partnership with customens in all regices to akd sockal

sad economic development.

Examples inclode some of the more remote parts of the
Scottish Highlands end lslands. Since distance s no
obstacie, and location ks no longer & constraing, the vast
majority of 599 calls on the UK mobile network are
handled in levernem, bringing much aceded local
employment

And, ln Thamo, BT has recently opesed » state-of-theart

aall centre which is belping wa to baild those allémportsst
relstionshins with cur costome©s, snd enabling e o treat
them in & more responsive snd customer friendly manner.

In February 1954, the Secrotary of State for Northern
Ireland opered BTs new £9 millon call centre in south
wesl Bellast, a project oo which we worked with the
Hor thern brcland Indusirial Development Board.

Aad, b April 1998, BT sonownced the creation of 800
new jobs ever the next 12 mooths in 2 new £5 million
call centre in Dundee.

As well a3 using call centres o contact owr Customers

oa & reguiar bashy 1o 10 them about BT products

and services, we are incressingly using them to run
telemarketing operstions on behall of other companies.

Ia fact, BT now runs mere than 100 call centres bn e UK.

BT people

At BT, we understand the Eak between bring our
customers’ “supplier of choice™ and cur people’s
“employer of choloe™. That is why we have such a deep
commitment to our prophe snd why we are backing i
up by sevking accreditation 53 in [escstory in Poepds
compey

By the end of March 1998, sround 124,700 people were
employed by BT compared with 277,000 seven years ago.

However, during Gse pear, there were increases in certain
parts of the buziness 9 we hawve been building on people-
intensive activities 1ach s telemark-ting and delivering
our commitmes! 1o world-class guality of scrvice.

We recrulied over 500 high-calidve pradusies snd 500
modern apprentices in the yesr BT bs a key supporter of
the UK Governsment's New Deal weltwreto-work initiathee
and plans 1o belp 250 uncmployed pecple get back o
work during 1998 We encourage our people to gain
appropriste Nation | Vocational Qualifications,

Through our leading-edpe policies and progrummes, we
seek to prownote meal equality of opportunity throughout
the comparry snd actively encourage the employment,
training and career development of people with
disabilitien. We also try 1o contisoe to employ asy of
our people who develop 3 divability In the covrse of

their career.

la March 1998, BT won lop prize in the Opportunity 2000
Awards scheme. These awards recognise UK employers
who demonstrate lnovative working practices to further
women's development ot work

Al the 1997 UK Quality Awwrds, both BT Busincis
Divislon and BT Narthern lreland were recogeised for
achicvernents that led to socoess for themaehves and
heir customen.

BT is the largest company cver t5 have woa a Europesn
Quaalty Awards prize, sod we did 0o in both 1996 and 1997,

We also rua & camgrrhensive in-house Qualty Award
scheme. This year's winners inchuded the team which woa
the bid for the supply snd munagement of aa advanced
services petwork for Halilor plc, snd (he temm resporsible
for 2 patioewide opdating of peyphooes and phosecsrd
technology

We coaduct & widerangies (2 ogramme of eployee
opizson rescarch, inclading = sl comgacy-ride
survey. Managers are required o put in place sa action
plas 1o address the o ruised by their wams.

The allocation of shares lo seplovees sader the BT
Emgpioyer Share Ownership Scheme smounts o
two per cond of anoual predax prodita

BT contiones Io coomlt and negotizie with rocognised
wnons i te UK a8 an imtegral part of our eeployee
relstions sirategy. We have sl oet wp 2 Ecrogemn
Commultstive Councd which proveies the opportunity







Esrvirorwrwent

A compeny of ET'r size iseviesbly hao m bmpect ou the
e=virpnment Guroagh i sgrifcsst we of enorpy md
ether resources, sa well s s wasie stresms Sace an
Iitial review ia 1989, we hove developed 2 Thole kiecycle
sppreach 1o eaviroamentsl mesacroet bn Boe with e
imraatens! envicoame )l ecsgTment system stadeed
(ISD14007). Tarpets are set in Ene with ISO149001 and
ndustry best practioe.

Our policy, firat poblished in 1990 s regrularly reviewed,
coeery ll Migrificant covionmenial Impactt pracwrrmes,
foe] modd enerpy, ermissions to air, local kmpeces, and
asten

ET now trades diectronically with 50 per cent of s larpest
spplers, sad we have weved 22 beast [10 mSoa s
resull. [ the majority of these tramsactions, our sapplicr
dors pot print or post erders or byvoiors - cverything s
done clectroaically We sin 1o expend our electrmeic
trafig ko inchede o of our srmafiey. locafard prchamng.
covering arvend 400,000 arders & year sod sroensd

L5 ol fvsdkoes.

New turpets lor enviroaawetl growment e st each
Mdmh_ﬁhﬂ—iﬂ
Efviroesoentd Performssce Report.

Later this yer. we shall publish £ comprebensive set
of rrperts that describe BT sockal, eovironmestad el
technolopical imtrractions with society. Through these
Feports, W sim b stmulic 8 wider debate into how
BT can contrifede W sn lnsproved qualty of B for ol

Further informotion
Morr inkamstion shout BT snd ks operations can be
found on cor lnsernet slte 5 bip//www bt com




The resdes for the 1997 finzacial yeur were adverarly
alirctrd by sgeificant redundancy costs of £367 milica
aad 2 £50 millon premium paid oa reparchese of boads.
The 1996 Gasacial year's resaits were alss aflecied by

mnd 7% in the years 15 31 Jaly 1997 anxd 1996, reapectvely.
_ Frml .{i & mrw retad price costrol cime mio

cumtonners by bill size. Thes serw retai jrice contrel is
1900  estiomated (o howe cowered services represeating abost 17T
Ny  of the group’s total ernower for te year 5 31 March 1994

I8 eduction of LSS8.







price chamges tatalied over 300 milfon, which v

n the 1998 Snancial your, .
was largely offsct by the price rodoction effect, resoling. =~ T

ther struog whewe proeth doprther wih besd o mtoasd

i otal cal tarncwer rrmsizing w0c compaced ity the

TR rrapertisedy. BT in rodecing prices substrmtialy en moet

=2 Cur commbrimed ressll of the growth in bosines knes and

3% restal price increnses ia bath July 1998 end July 1997,

[SDN wervices mminly coatribeting (o this growth, The
dur 1o the competition from able operstors, Overall, BT

in the 1998 Gaancisl year alfier growing by 0.9% n the

E1149 million aficr incressing by 6.0% o the

ws MeguSiveam services continued 52 » bigh level ln
bath years, - pported by & significant migrathon fom
ke cirom -

of 10.9% in the previcos Sosacial year This reflepted Uhe



















with 2,719 milion in e 1957 Snsncial yesr sad

2771 miles in the 1996 Soancial year. There has bees
m incressed Enphasis oo cnbaacing B nteligence of
the oriwork lo cusble costomen 1 benefit from sdwnced
wervices s improving G srteork's capasiey b carTying
Ingleopeed da Addmonaly Celmet b comioard
rxpesding i Ggitel celular G5 netwexl

The group cxpects cagitsl cxpenditure in the 1999 Snancial
yeur 1o be o 2 brvel siendar 1o that of the 1558 fnencial pear:
BT cxpects that futeerr capicyl sxpeadiney vl be provided
freem 2t Camh e from eperating actibey
seppbrerind, i appregriste, by extornel foancing

s rratione ard jolel vertures

The groop bas izeesed over L1650 exliicn in the

1998 Sanmtwial prar on soqmiring keicreats B asmsociated
cosspaars xad olber mvestnost mnd providng they lorther
g The ot sgusices mvestmrst wa ta compieton.
in Seypember 1997 of the proug’s scqpuisition of 3 205
itere’ in Cegrtel for a total of £1,029 millicn. Cegrtel,

e second Fromch irlecossomaications epersior, has
% eret in SFR, 5 lending mobile prowic v s France,
Orerr £400 mdion bon bors wested b other Earopess
telecmeamications companics in The yea, primarily in
Corrmusery, Spmin sad the Netherlmada, The poodwill wisag
o d of these scgustices smscst o 1o (55 sillica ot of
oot of (907 SSes, wisich has been written off o reserwes.

I the previces fasncad year, the group scqulred the
Fyrtusre groag, o Nothorionds-based symon Wirgration
tartmarss 8 Agri 1996 o March 1977, compieted the
formation of Tellort, & joint veniure with NS, the Duich
radway company, o oflker trircommumcsion wervoes s
that coamiry In Friruary 15857, BT apreed in scquire the
57U mmrrest i@ 03 Sgmich joked westury f did mof slrvady
o, thereby citacayg bl comirsl, B trosactios was
comgplcicd i July 1957, The guodwill arising se turse
it pvousted o (166 mifSes; S remning
poadell lors o reserves e 1997 feseciel pear of
T eliea musn'y relaied 1 BT stiare of pooded
srising oo (T sopuisifons, principally on & joimt
westerr i Mexicn.

Priun on capital eoploysd

Thee groep mede s retars of 1991 co e sverage capital
compluynd, on o historical cost benie, bn #3 business bo the
year ended 31 March 1998, compared with roterns of 1098
aad 14T i@ the fwe previesn prans.

rear. This vakastion revealed Cor fomd ko be iz sorphas o a2
mroust of spprecioatcly 066 mlon, wih ety of G
fund ot [19. 577 snillbon o ot dste cowering st ower 000
of the fendy Subilties, in coptrest to s st cowrrage of
975 s 31 Decemsber 1993 The improvemesd in e hemding
position principaly srcer from the wirong retern on the
Exncs 2sacts i the thrre ESereraing years more thes
outwe griuey the mpect of redundancies oo B Sl

The actuarial valustios ook isto s =t G offect of the
Gowernmee!'s toesmarta in Juby 1997 to cod peosion feads”
shility to reciim the tax credit meeciuad with UK
cnogemne sy’ dovadends. Walbout s merasre the wrplon.

= e hend womkd havy bors sgodicantly bigler

From | Agril 1957, the seamal perssion churpe wes based
oa e Decemsber 1996 valoxien snd was 14 millon lower
fan the charpe of (291 mSion i tar 1997 Snancial year
Thin revised chorpe tock imie acooemt Gee smonnt of fhe
proticn provngs which boed bern estaldliahed over recesr
Fran i G preay’s scconsts sad which moed &t

L1754 ulion ot X1 bk M998 Aduliionsily amder U
scommiling sandards, B cost | proviEes Exromestal
pestion benelis to verly Irserrs has 30 heager bren
charee | apmiet fhe el @ period w1 vlh pregh
e, wmer S ledeet actoerl vekestion: of S prowes
bl imear iy 3 warple

The actumial vebestion confrmed B the proup's
comtritics e e bl should contnes o 5.5 of
rogiorers prmusesble =3




The eosber of refired mesers snd cther correst
beariciaries i the presion fead hoe bers increasing in
recent yrars aod, & 31 December 19597, v spproniesstedy
LT, Bigher than (he pumber of active membery,
Comsequrstly, ETs lutary prosion costy and contriations
will drpend 9 2 larpe extrat oo the irvestoont retarss of
e prenicn leod md cock! Soctaste in the mrdian era

L ¥orldCom marger

On ] Comber 1597, Werl'Com mscemcrd By inteation
o afler shares in i compaey w0 MCT sharvhoiders o m
sheraative b the progosed BT/MC] merger. Fullowing
a0 improved offer oo WeckdCoa s Novemer 1997,
BT agreed the it wosld s=poort e propeend sxcrger of
MC] with WarldCom to which U MUT board bad agreed
on the e doy. Comsogarntly, e propoard sorger
Betwren BT snd MOl eriginally sssomnced i Nowrssber
1996, was terminseed

LUlnder the WorkiCom agreemest, BT will sell ks belding of
136 eailfiom Clzss A commemoa shares i MCT o WorkiCom
fior USES] per share b cash at S Sue e MOL WerldCom
maerger s complcted. WorkiCam cxpocts the merger, which
= mabgeet 1o ropuleery Cearseer, o Le compirted bever

= IR At e, BT =il sccoust for the precends of
epprurimearly (P57 bilien and the coosequest predt sa
B e of i Evvrmment, which wal drpead o e
saerfing-US dollar exchange nac.

Alzo eeder the WorkiCom sprvesess, BT bt sgreed
2 acgerr MTs 2498 equity mtcrest in the Concert
Commmcaticas Services jou westere o 2 price i
b mrgossrd.

Yo 2000

The ET Yew 2000 Programes deals with ol the josers.
srmang hom the mabilsy of mouy Corpeter yyuem md
clecirasic deviers to desl with the yesr 2000 dete changs
mowd oty critecsl evret redated dates, 5T tabrs Gor Yeur
000 inmae wery serhocaly Bsd hes catabdahed 3
(oeprehrmsive proup e busmem mogricume whish s
mcmitored regudorly ot Basrd brvel UT hon cutimmat o the
total cout ta be s dhe regice of D0 milles repromestiog
primardly the upgrading of cxisting software aad jochaling
interoal couts. Carmrat forrcasty indicate that the
progracene i being managrd withan adgry

The programme has beep in place since 1995 sod BT sbms
to mchicwe complizace with sebstantialy o of s mojor
syatems by 31 Decrmiber 1998 BT recogeiers, howrver, its

drpradency oo suppliers with whom i i working dossly
Both BT's seppliery and dor BT programes hove beea
msking progrres sad tr compey's istretion i thet
Mebrenmm—5gcation wrvicrs procided by BT i e UK
will pot be piguioety 2ced 5 fat cezisory v
cosftmse o recciee the correst kewels of service sad care.
Ooe of BT's corvesl priorithe s is to buld e s beved of
confidence b mirreetonal serviors whch mre beswily
drpradent oa cvrren b v orEtuae e CRSCataTL
Abareh BT does ool yet b, safSenenl mfcrmatma b
E=srwie: corvesd beveds of w7 b ol mecrootess]
et & bon beon matreesed o 8 sasber of
iy sard of ey S plebal aduztos sad T
wrill costiome by work cloacly with gewrrnsest, mtrrestonal
ety mmal wh e casparwe Bermuscbers

BT in alee werking sctiscly with its contomwery, suppliery
e UK erpesisstons o SCET SETOnatt COSlRgTOCT
plamn, both etereelly sod o o retioss level

np=ct of nfiion

I screrdesce with 2 rogeyrmest of BT s horece,
e prowp’s swwal socowses for the 1997 Ssucey’ pear
Frrarrd on 3 cortent cont bena werr pubindeed
Sceptember F97. Theoe scrosnts showed thet the group’s
CErTesl cont prfil belare G wms 019 sl compared
winh O30 slieon soder e haterical conl comeratice.
The growp's currest cout total resess ot Y1 March 1997
werre (2775 celson, compared s 7060 alos
ey it historical cout socoests. The carvest cost
accoents for the 1998 Sconcial pesr are 1o be prablnbed
by X0 Sepirmber 1958

Ereviroemuent

Whes reasrag oxl maloper cohaegr rquament s
bufags, BT recpcies G oartal content sad talors special
e e cosere Gt sy haowdows matrriaks are properdy
dvposnd. Akhough BT recrers procends brem the tade of
receerred mmtevials, this is more Uaan offect by e cout of
denling with hurwdor: smtrrady, contractang s plasesy
their removal and prepering the robroerd wir for Darther
drvriopment. BT beliewes that the ot cout of desleng with
Bt hesurdons mutrrisls will nat be srecbeat.




CGoodwil! and Intangitkies

Froms the 1999 Sasacial year, BT will be sdopting e
piwr UK prcownting standard oo good=l snd Bteagics
(FRSIG. Under this standard, off poodwill arising ca
acrpiaiions mads slier | Aprdl 1998 will be capitalincd
ol e therd ower I3 wclal econeaic Sl

The net kmpect on the gromp's aoronsts of this chaage will
depend on the ceas of eo7 scpciaitons whech mey be
made sod the Yevel of poodwil] vsbved.

Segaented Irformetion
BT cowrntially oprreics i o mitery bosiness, providing

B itegreemd rasge of belevorrmmicarives predects xd
wrvicr. Aecordingty, BT doct not pebdeh seprotrly fr
eprratiag profit for the variows wasrres of armew—r
described above, la the 1998 feancial 7 | gprwcme. 7
SEL of the gproup’s furmower was geoer: ~d by cportions i
the UK, compred with 575 lo the 1997 fnancial yrar sad
SN in the 1996 Gnancial yesr

BT it required under its main lceace &0 publich
diaggreguied Gaancial information ke variows activites of
the prowp, which bawe been maed s the basis of charpes
paied by other telecommunication operators o the UK for
the use of BTy setwork. The activities presented separstely
im the regalstory faancisl statements do not pecewarily
correspond with aay basinesses separadely managed,
fanded or operated within e proup. The resalts st ot

I thrae watesnents for the 1957, 1996 sad 1995 Emancial
yeurs showed that the proap’s oprrating profit bs devived
prrdominsntly froe booal, matiossl sed Bicrnational calla.
afier taking sccount of an operating deficit arising on the
provisem of exchange ko

Fer its 1999 Gosacial year. BT will be providing
eengpregaied Goacwial indormefion m acrordsnce wich
e requiremests of the US SFAS No 131 which requires
woch formestios te be ubrecd in 2 sinder P Lo that
werd by managemest in moasgiag e butiness.

US GAAP

The groap's net ncome and ewsings per chare for

(e Boree Snamcial prary ended 31 March 1958 2nd
sharebolders’ equity af 31 March 1998 snd 1997 under
US Cenorally Actepted Accouniing Prisciphes (US GAAP)
sre thows in sote 30 o the Eamncial stubemrnts,
Diflerencrs betwoen UK GAAP and US GAAP inchade
rrsults of the differing sccounting trestment of peoslos
coaa, redundancy cost, intangible sxscty, goodeill,

deferred bxation, capitalaation of terest snd Svidends.
The cxrmings per share under US GAAP are calculsted in
scrordance with SFAS 128 for the firt tine. Prior yesr
G res huve been resimted Howewer, there are o

s afren Flrrraces in earmingy t Cxoer determined
under the previoes method Cash o information eader
the US CAAP presentation v slw shown n note 30




Sir lais was appoioted g director In 1984 He perved s B Cackioara jaised the compmmy oa | Ociober 1997 21
Chief Executior from 1905 1o the end of 1955 snd has Gronp Masaging Director of BT's UK business snd was




of e Usiversity Collepr Londun Hospitads. Aged 41
Dr kain Andsrson & i) &) i) " 6

D Asdersos was sppoiated to the Board in 1955 He in the

s chairmes tad senaging drocter <f Marks and Spescer sad 8
Boag-cxroulive dirocter of Dingre. Keith Outes” intrrastions]
experience incledes working for TEM snd Black & Declirr.
He i 2 member of e Fimmacial Services Aot ity md the
Esgliah Sports Couscil sad & former governer of the BBC.

Larsiorsnrs in varwoes parts of e world He he served om the

Coca-Cola Amatll Australia. Aged S0




Report of the directors

The direciors submst their report sod the mdined fimacial
statements of the coogpemny, Britul Telecomenmsicasions ple,
=] the groep, which inchades s seboidiary sadortubings,
for the yeor ended 31 Maech 1990

introduction

The business review ea pages § to 14, the Soonciad review
oo pages 15 10 15, the dEacession ta corporsie poversasce
of pages X o X md the repart e diseciens” remsmocration
o peges ) o & kerm part of s repart. The eodited
Eroncial staormrsts wre prrseneed o g G 0 79

Principal aotuity

The group's principal sctieity i e sopply of
irlerosmmaiosies wrviors sl cgepment. by B prag,
33 of greep treostr Srose krom opertioss i e
Unsized Kimpriom,

Directors

The sames sudd bingrmpbicy details of the dirertory of
the compasy are pives on pages 25 and I7. All served
Bwosghout the Enuncial prar, with the coreption of
Bl Coriburn who waa appeisted to the Bonrd &3 froma
1 Ageil 1958 end Helen Aloander sad Mewille ladell wis
will join the Board on 1 Jome 1958 sad 1 July 1988,
respectively.

Ia addion, Yve M Mewbold, D Alsn W Bodpe CBE,
Geradd H Taylor, Bert C Eeberts Jor sad Bepit Browed
serwed oo the Bownd wsel their retiremest a9 drvciors
on 30 June 1597, 31 Oclober 1957, 9 November 1997,
17 March 1902, amd 31 March 1998, respectively.

In aconrdiemer with the articles of association,

Bl Coclibern, Heira Alexandey s Neville ladel], having
been appoimted 1 tie Boord sisce G bt snowal proeral
maerting, retirs ot e forthroming aseal proeral meeting
‘snd will be proposed for elertion. Sir Colin Marsiall snd
1 alcolm Argeat refire by rofetion snd will be propesed for
reclretion. Detsls of these directons service costracts or
coniracts of sppoiataeat sre lnciuded in the report ea
airectors” remmessrstion on page 36 snd the dincussion

0 Corpevale [owTRance of pagr 30, respectively.

On 22 May 1998, BT sancenced that Sic joha Weston, who
crtires as Britsin’s Acsbasador 1o the United Mations af the
€5 of Jume, s o join the Board ps 3 non-cxecutive direcior
on | October 1958,

H‘“

Fig 25 bilzy 1958, the cooopasey had reccived 3 sotification from
o Prasbrasiol Carporaien gromp of comgpamrs wader Part V]
of the Companies Act 1505 in respect of 8 bolding

of M7 elifon sizares reproventing 195 of the company’s
wmed erimary share capial

Policy on B paymsont of sopplinrs
BTs poficy b to woe i3 perchasing power firky ssd o pay
prozpdy sd 2 ageved.

BT ks 2 variety of paywent terms with ity spplers. The
terem for poymests for purchases woder majer contrarts
= wided whin sgrocing the other berms megpotineed
with the inlvidesl sppliors. & s BT policy to sl
peymests for sther porchases within thirty working drny
of thr Ewoior date, provided that the relerant irvoice

s presented bo the compaey in 2 tmely babios and b
complete. ET's paymeed termn gre pricted on the
cecapmy's steaderd porchase order forms or, where
apEupriate spocified o adfivideal contracts sgreed
with mpplens. The ratie, cxpreseed bn doys, berseen the
sy mvokced b the company by i meplers in the
year esaded 31 Mlarch 1998 amed the smounts cwed 1o ity
e crediters of the ond of the year was 29 duyn.

Aurfiiors

A resslation © regpeit Coopers & Lybvasd as the
Copmny'e madiery and sstharise Gur diroctors o settle
Shelr remmmeration will be proponed o the mmos!
penend sereting.

Acmsnl grreral mecting resoiutions

The resohetions 0 be propesed o S somesl proeral
moetag o be bedd oo 15 Joby 1953, mpotier with
Explanatery noirs, spprer i the separste Natice of [5°8
Asueal Conrral Merting =t m 0 sharcheiders,

By erder of the Bosrd

C R Groean

Sucretary and Chief Lagal Adviser

I8 MAT 1090

Rigistered office: 51 Newgate Street, Loadss ECIA 7A1
Registered i Enghnd No 1500000




Ia seddition to cwr sudit of the financial ststerrnts, we
bave revicwed the Srecion” stetements on pages 71, X0
a=d 1] crncerning the company’s complizace with the
paragraphn of the Cadbury Code of Best Practice specified
for our review by the London Stock Exchange’s Listing
Reles snd thedr adoption of the [oing concern basia in
prepariag te Snancial statrmencs. The obpective of our
review b bo dryw stiention (o nos-corspiance with
parsgraghs 1200 snd 12.03(v) of the Listing Rules.

Basis of opinion

We carried out our feview in accordance with guidance
ismoed by the Aoditing Practices Bosrd, That guidance
dors aot regquire it to perform the sdditionsd work
necrssary fo, and we do pol, express say oo oo the
efiactrrenrsa of eaher the growp's sy of internal
Einancial control o its corporate povermance procedures
oo on the sbility of the Froup sevd company to coerinoe i
op =Tational existence.

Opinion

Wit respect 15 the direcion’ stMements o interaal
fimancial contral oo page 31 and guing concern oa
page 1. i owr epemson e droctons heve provided the
dinchomerts requiced by the Listing Ruley referred 10
shove snd wach siatrmenty gre pot Exconarstend wath the
information of which wr are sewre from cor edit work
o6 e fencnl tatrmenty

Baned on cogquiry of crri diretory and efficery of the
cnempany, 2od cxammation of reberant documenta, in our
opcgon e dirmciory” satement on agr X0 sppropristely
reflects the compary's compliance with the ather ppech
of the Cade specified for our review by poragraph 1200
of the Listing Rules.

Coopers & Lybrand
Chatriered Arcownlzats
Londom

6 MAY TR0



The directors consider that throagbout the pear BT has Al drectors are reqrared by Gor compasy's articies of

Sir Richard Grernbary (the "Greenbery Report), except The executive directon have servior sprvemesits which

sodd fnancial performance, sre reserved for the Board o the advice and servicrs of the Conpusy Sccretary. e

He acivises the Board on spparopriste procoderes for
BT aims to have the Board comprise spproximately twe the masagement of ity mectingy sod dutes and the

thirds noa-executive directors. Four of the current non- implescattion of sad .
relationship which could materially interfere with the On mppoistment, directon reorree appropristy imformstos
Fmertise of their judprment o not previosly isvolved about BT, sach 23  deacription of the Board's roke aud the
in the management of BT The three pew nomrexrcutive powers whch have been deirgated m the company’s sessor
directons joiging the Board are all independent, Between managzery pad mansgement cormmitters aad latest Saancaal
therm the noe-ezrcutive directors bring Fperience s a information about v proap. Thin i mppkearsted by
semior bevel of international business oprraticns. marketing,  ertings with members of the Cromp Exscutine Commalior
doing business ia the key markets bn which the group pow 80! other key senior execusives, such s the bead of the
depnrtment which masages and sdvies on BT repelstery
chigation, Throughout thew period in office this
unagrment
o S B, o e Ol Mol Deguy ®ructore or te regalatory covironment i whart &
eperstes changes. This can inchede further mectings
with semior BT exccutives. Direciors are also advised on
Noo-cxecutive dirrctons are normally sppointed initially sppontrest of their legal sad other cbfigations s 3
for three yesrs. Towards the end of that period the Board director of & Ested company, both in writing and, if they

by the Chiel
Ser John Westos's contracts will be for s imitind Executive, Sr Peier Bonfield The other members &re the
threepear term. ii?ﬁiﬁng;uﬂﬂi




BT UK the President and Chird Executive OfSorr BT il fnncisd comtrol

Global, the heads of BT UK's customer-facing Gvinioms snd ~ The direciors are respoasible for the group's systemns of

the petwork and sysicms division, the Secretary sod Chicl internal fnamcial coatrol Sach systrms cn provide oaly

Legal Adviner, the Croup Prrsosne] Director, the cxecutivr rezsonable and not absolbute ssssrance sgainst material

resporible for developng U proup's strategy and plass fmancial misstatement of low Key clements sre

and the bead of the proop’s corponte commerrations.

B0 et e apenii for * Formal policies aad procedures are in place, inchuding

Beard e - R akeo the docurnentation of key vystems and rules relating

silioes: Ruliws Bousl oy ovoenl: miwcal s sl sl o thr delcgaton of sathorites, which aliow the

reviews epersionsd acuvidies and agroes sad monhers Itllﬂﬂleilﬂ.{alifi[
[ 3

ﬁlri..!fl!l:lit o Diparbeanl ol wiiibiy oliied sl e
respoasitsly for mnportant busiorss Rt

The Keminating Committor of the Chairman, Deputy Anmasl appraeaal procedurrs bave been extabinhed

Chaurman sad kear other pon-rrcutve drvcton casrel o st andardy of performasce.

the Basrd hus an mxwoprace bhalance of experties and + Forecasts aad budgrts are prepared which allow

sbility among the noa-rEscutve direcions. For thn Smmagrmesd o monitor the koey bosine=s md fmesceal

parpoe i has o ved. aad ropularly review, o profile actmics and ks aod the progress towards !

of the required wills sad sttribotes. This profile i used obpectivrs set for tse year and the mediam term

L FirE the sudabady a3 roarLrcote doroon monthly CEnATTETD ACTOUD S TREETY promgly

of candsdstes put forward by the direcions sod outsde providag relevant, refiable and opto-duse Gaascial

conudtarts Candidates thoet Inted bor appotatrment and ather miormation; syadicant varisnces from

ot mot by the Comminter befare i recommends 2z budget are rvestigsted s sppropriste

agpoetmrnd 1o the Bosrd, * Al iswestr uf projects are subject o formal
authormai 1 procedures. The Board considers magor

darciorships before i recommends an appoiatment. by the Greng Inpeiment Commitior (s sub-commicrs

The Andit Coumiliee, consiating selely of aancamrativs of the Growp Frorntior CommsZar) or wrmior

directors, is chaired by Sir Colin Marshall B terms of managrmest withos deirgaed sthorities sproved

reterence chade revirwing BT wtersal coetrots d S vepnalir e Bl

pubinbed founcal rrport by uery comphasr aod ® T Aunlls Qi sslows sepurts ot

agaemd wasdards of bexl practice, sad recommradng musagement, from e lntorval sudiors ad Som

sporopriste disclosre to the Board. It also revicews ssmually the extereal suditor o provide reasonable

e services and perfermunce of the compamy'’s ssditers, !1!1&5![3

mondar thew kooandit work o coscre that ga objective Shd v eleg MeSeect.

and professissni relstisaship is malatsined and Formal proceduses have bers catablindued for

recommends to the Board their lors. The Group Finsace iiilai

Director and the Secretary and Chief Legal Adviser stiend eniind el S shid e,

Uwar mertingy Each year, the Commaifiee sty saude time The Ands! Commutior has reviewed the effectvencm of

to seck the vicws of the compeey’s saditors in the absence e vystems of mbereal fmascial costrol o eristence o the

of rerccio froup lor the yoar ended 11 March 1998 and for the arricd

The Reme ) ot dalaly of wp 1o The date of approval of the Eonacil statrsents.

mdependent non-reccutive davvcion sad s chasred by Reistions with shoroholders













will ot rzored the level possible ender the previow
LTRP arrangement. From and inchading this year, the
optsonal persosal ievrstment sod e sssocmted
matcheng greot eader the plas will Do loager be
nache wvaslubie

To enprowe the akgnment of prriormance with BT
bursness cycle, the performance period will pow rom
from 1 April 1o 31 March in boe with the compeny's
fnancial year, snd nol from | Asgust a8 I previows yean.
Howrver, swarts will coitinue 1o vwest on | Aagust.

BT Share Option Scheme

The BT Share Optica Sc wee for senior exroutives was
not rencwed sfier its expiry in Jeosusry 1995 The laat
opuoas were granted i December 1990

Detls of options exercived during the year ended
31 Mlarch 1998 and unexercined options are shown
on page 39

» Penalons

For exccutive &= - ctore and ather sesior executives the
pobcy i 1o prov e prasios benefits of ooe turtieth of
final sabery for ench year of service with & two-thirds
surviving spouse’s peasion. The executive directors and
ceriain other semuor exevulives heve undertalings of
prosoo beocfits of two-thards of sl salary o oormsl
rrtirement age with a two-thirds serviving spouse’s
preston. Ou death i service 2 hemp sum equal o four
times annual salary is payable togrther with a sarviving

REFORT ON DIRECTORS" RENUNERATION

wpoune’s prasion of twethirds of the director’s prospective
pemmcn Peswens are based co salary alooe - boorsrs,
atlsey brecfits and long-term sceatives arc cachaded.

The priemary s of provideg pramioss for the cunoutive
dirvotors and ey deprodants in trough the BT Promioo
Scheme (BTPS. All the exrcutive drecton, cxoept Sir
Peier BoaSield, are members of the BTPS. For memlsers of
the BTPS the company contributed, on sverage, 3.5% of
salary o the scheme and the individual contributed 6% of
salary in the year ended 31 March [958

Where an individual will not achieve the target bevel of
peason beoefit ® normal retirement age beoase of the
earnings cap, the company may make up the shortall by
porchasing additional wervice i the BTFS and/or twough
noc-approved, unfunded arraagrments

On his retirement 23 full-time chairman oa 31 July 1958
Sir lain Vallance will be entitied 1o receive retirement

benefits equivalent to two-thirds of his final salary. His
surviving spouse’s peasion it two-thirds of his pes  'oa

Sir Peter Boafield's pension arrangements are
enapproved and unhmded and provide for & pensica of
two-thirds of his Gnal salary st age 60, inclusive of any
retained benefits from his previous employment, and 3
surviving spouse’s pension of two-thirds of his pe:sion
He i entithe’ 1o & prosion of 5% of salary sf age S5

I retirement socurs between age 55 sod 60, the
percentage of salary to calculate the pension will

L= P Total st Do

DT YY) yRE O o e el o W Tewwler’ vehae of

i b of FeErReTel ety of i L =2 s

o e i) ¥ sarter 5 it i)

T8 T 1vEE T 1088 war

oo oo 200 oo [+ ] ag: -]

S« Wen Vallarca ] ] 332 n2 138 G
S« Peter Bonfisid 18 18 41 n v 184
AP frace k8 1" " ] 3] 173 129
A W Fuige 1m0 L = e = m

) The roresse in accrued persion during e year esciudes any increase lor inflation,
4 The penson ertifiermend i that which would De pakd annually on retrement 8! Nonmal retrement 808 Lased On Sarvics i T

ond of tha year o Gate of netrement If sarfer

) Tha ransier value has been calculsted on the bass of actuanal sdvics In sccordance with Actuanal Cusdanes Nate GN11 and
s dracion’ cotributions. The ransfer value represents s kahiity of By company rather Fan any AeUNeSon due 1o e
sl and Cannol be meanngAuly sogrepated with annual rermunerstion as | i not money the ndhicdual i enttied 10 MECEE.

i) Comparatree figures Nivve been realated on B comoaratie bake.




As recommended by the Grorabury and Hampel reports, takrs acceunt of cxecutive pay tends in the cxtornal
the Rrmaneratios Commilter o made up wholly of markrt and incresses in pay lor other grows of employees.
independent pon-excutive directory. It aho conmplics in the compaay. As BT continesrs o compete in 2 plobal
with Section A o the best practice provisions of the = et for executives at this level, the Comminee alw
Saock Exchange Listing Rubes s they relate to kool » st the global, and particularly, US markets.
exrcutive drecion,
The Commines’s role s to agree the service contracts, The remuneration package for executive direcions
salarirs, other broefls, chufing bomeaes and partcipanon CoOMmYTEY
Tii!lt?il - Bl pebony
conditions of expioyment of the exrrutive darecions and Selisare sevioved Gillhangh mer sovsssnlly
members of the cospamy's Groap Exvsivee Commules. i < aa g ol it
T b beem chaired simce | Jamary 1996 by Sir Colin v
Sl ol Do s anadinia i ot s oot the Committee bebeves that market sfpstments sre
sppropriste to refiect performance, incressed
Dr ls= Assdersen responsibilities and or market pressures. Salary
Sz Ewrs Ferpusaon afprstraents were mads during G year for 3 member of
Keith Outrs ey executives, including Sir Prier BoafSield and Robert
T i i e anied iwi-i—ﬂiil‘l
31 March 1998, The Chai ond Ol ol imcrease, Sir Peter BonSeld's salary was incressed from
Chuirman ) L.70,000 500 undd Bobert Brace's salary
illi:t“nﬂhl creased from £300,000 o £330,000. Bl Cockbern was
sppeinicd 1o the Board oa | April 1998 His salary i
The Comemtare confr=n that fall cossaderation has been £450,000. However, for the 12 months from | March
Cven 16 Section B of the Stock Exchange best practice 1958 it bas, a1 his request. been reduced by £120.000
provisons in raswsy @ resmeratens policy Although the to £330.000 The compamy will dering that periad
ol Bosrd condery mwell olmately responnibe for both make contribeons of £130,000 o o exapprowd
the fremework and the cowt of exrcutive remunerstion, the retirement benefits scheme transferred from
Baard ka debepated pree respoasbaly jor these saord, Fdl Cockborn's previoss emplover. Hos bosan e
togrther with costrol of cxrcutive e sarration packagTs, other relevant benefity will continue to be determsiacd
to the Kreysenstos Commztior. on his base safary Bill Cockburn reocived a3 payssent
poliay lﬂﬂ._uuﬂupiﬂil!_[li
ET s rzscucive remanerstion podxy is in koe with the
coompaey's overall practicr on pay s benefits, that s o + Annusl bonus
rewwrd employess coapettely taking info scroeat The ansusl booos plan is designed to foces on anmoal
periormance, mmarket value and competitve premray 8 olgectives and o reward pemor executives appropristely
the commmnicatons and [T sectors. The Commitiee does. for the results achieved sgsing these objectives
oot sk to msntyin sy strict market position but rather Tarpets are set of the s2art of the Snencial year based
1o rmre Gt jy B8 et aporopristely taking into sccount on key corporate objectives - such 29 revenue growth,
pay bevehs for comparable roles in & rangr of sppropriate profizhiity, guabty of service, costomeT satiaction and
i chap companses. both within and cutside the peopic management. Specific weights are sftached o
trlecommunications, hitech sectors. When making each objective on the basis of the BT Corparsie
comparzom, the Commitier benchrmarios not caly with Scorecard. For Sir Prier Boalield, boou swards are
companics in the telecommunications and [T sectory bt based wholly, and for Ser Lain Vallance, primarily, o the
alsa the barprst companics by market capltaiation, such 23 achicvement of proup-wide sbyectves ind resalts.
the FT-5E 100 snd, in particulsr, those organiations where Bl Cockburn’s boous to 31 March 1998 was sl
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with Robert Heace snd the other members of the Groep
Enecution Commitior, will be based oo the acharsemment
of 3 mix of group, divisional sad personal objrctives.
The Commifice retzins the Sexibility o enhance boous
rezrds where exceptionsl croumstances make this
sppropriate.

For Sir Lain Vallanee sod Sir Prter Boafield, for 1997/98,
the “on tarpet’ boows was 50% of sabwry subjectin g
maximum of 100% of saiary. As explained in the
Cheirmen's satrment, Sir lain takes up a part-time role
later i=: the year. From that e be will nol participate
i 2oy soowal booes plas.

Eobert Brace's ‘on target” bonss for the yoar wan 2 A,
mibject exorptionally to 2 maxiewm of 1008 of sslary
for this year caly. Bl Cockbora's boous srmanpements
provide for 8a ‘on targel bosws of 508 of salery subyect
o & maxenem of T5%

Baaws gwards for exccutive directors for the yrar oader
review ranged from 41% to 65 of salary

Long-term remunecstion

BT Long Term Remunerztion Plan/

BT Performance Sha~c Plam

The BT Long Term Remuaeration Pl (LTEF) v
rpproved by dareholdery ot the 1995 AGM. It was
derigned o comare that BT s remmanrration package
rrnaEns competitve, 1o Focoorage perocal mrestment
i ET shares, to foster comeesity of mtrrest with
sharrholler, o encourage key exerutives © sy
wich BT snd 10 ek reward snd longarrm corporsee
periormnce more ofiectvely Under the pla, shares
are pwarded o participasts conditonally oo te
company mectng 3 predetenmeed corporate
periormance measare and, sormally, te partcipasts
=t being eeployed by the BT Groap ot the end of
& fveyear period. The performence messare s
BTs total shareholder recarn (TSH) relative i the
FT-SE 100. Thee imitial value of the reards gramted
under the LTRP in 1997 a3 a peroestage of salery
ranged from 2% to 1OOA. Sor s Valisnce hos net
partcipaied in the LTRP

As Bl Cockburn joined the company oo ke i the
year o participate in the 1997 cperation of the LTRP
he has been granted an sward of shares eader the
BT Periormance Share Pl (TS7) o the valee

of 150,000 st the date of the sward

Ueder the PSP, spproved by tharebolders ot the 199
AGM, shares are conditionally swarded 1o partscguaty
on the basis that they will ooly be entithed 1o these
shares i fall a8 the end of 3 Sweeyear period (which
ey be extended up lo fre yean) if the company has
met 3 pre-determined corporate perfarmancT messurt
s=d the participants are still empioyed by the BT
Group. The performance measure is the same a3 for
the LTEP The frst potratial vesting of awards under
the PSP will be in 199095,

The futurs

The Rermuseratios Commitice keeps under review
remunerstion arrangements to ensure that they provide
a0 incentive 10 exccutives and align performance and
reward with the interests of shareholders.

The Commirire’s policy b over time 1o increase

the proportios of rrecutrees’ ovenall rerauneration
pacikages which s performance-Enlord variable pory.
In furtherance of this pobScy, and to ensure BTs
paciages remain tompctitive, 3 Deforrod Boam

Flan hos been imtroduced. The deferred boon ol
el ooee-half of the gross anmeal bomes. It will be
cnegubsorily defierred snd spplied to acquire BT
shares, which willl be held in trest for three yrary
Exrcutiors ment contione 1o be employed lor the
whole of the hobfing pericd for the shares to be

thea tansirrred. Therriore, in addition to bosenes
contoueg 0 be based fully oo performance, the valoe
of the deferred bonus will pow be aligned with the
foture jortones of sharehoblery, Exnting shares will
b ward for the deferred bosres and the Gt deferred
ruard will ecowr Thin year

To mcresse the bakage with kager term performance,
the LTRP bhas been modified, and will now be called the
Exrcutive Share Pl In previous years, part of the
wward was performancr-iaked caly en grast and ool
alo on vesting. Thes year and in the ftore all the
s=ards will be sulpect 1o performmece criteria over

a Svryrar prricd, which will continoe 10 be TSR The
lewed of te swards graserd will continue o be bawed on
th mdividual performance of the exrcutives during the
preceding year Usereby ensoring that both the grast
=l wereting of swsrds will be performance-knfed
Awards will be between 20% snd 100% of salary and




will not excred the beved possible onder the previow
LTRP srrengement. From sad incleding thin year, the
eptional prrocal Ervestment and the ssaocaerd
mstching grant mader the plas will 5o loager be
made praalable

To engreee the alignerat of performance with BT
brumens cycie. the performance prriod will sow rua
from 1 April io 31 March in Eoe with the company’s
Enancial year, aod not from | Acgust a3 in previows Foan.
However, pwards will cotinoe 1o vest oo | August.

BT Share Option Schems

The BT Share Option Sc. weee for senior expoutives was
not renewed after ity expiry in Jasusry 1995 The lam
options wrre grasted in December 1994

Detalhs ol optiom rasrcived doring the year ended
31 March 1998 and unexorciscd options are shown
on page 39

» Penalons
For executave & -clore and other senior executives the
pobicy is to prov: Je peosion benefits of one thirtieth of
Snal malary lor each year of service with a two-thirds
Srviviag spouse’s pension. The executive directors and
certain other sersior cxecutives have undertalingy of
pension benefits of two-thirds of final salary st normal
rrivement age with & two-thirds surviving spouse’s
pension. Oa death in service a hump sum equal to four
Gy annual salary s payable together with & surviving
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spauree s prascos of teo-tards of the drecior's proagecte
prosion Prasicns are based co salary aloos - boouwses,
other beecfins aad loagterm moretiees are exchaded

The privory meass of providsg pessioss lor the crocutive
dirrctors and ther depoadants i throogh the BT Peasion.
Scheme (BTPS. All the cxscutive directon, cxorpt Sir
Peser Boafield, are members of the BETPS. For membsers of
the BTPS the company contributed, oa sverage. 3.5% of
salary 1o the scheme and the individual contributed 6% of
malary in the yrar ended 31 March [958

Where an indivichaal will pot achseve the target kevel of
prason benefit 3t normal retirement age beomeee of (e
earnings cap, the comparry may make up the shortfall by
purchasing sdditional service in the BTPS and/or through
non-approved, unfuaded srraagements.

On hia retirement a3 full-time chalrman oa 31 July 1958
Sir [nim Vallance will be entitied to recoive retirement
benefits equivalent to two-thirds of his nal salary. His
sarviving spouse’s prosion s two-thirds of his pee - on
Sir Prter BonSeld's pension armangements are
unapprowed and unfunded and provide for a pension of
two-thirds of his Snal sslary ot age 60, inchesive of any
retsined benefits from his previous employment, and a
surviving spouse’s pension of two-thirds of his pe won.
He is entitler’ 1o & pension of 52% of salary st age 55

If retirernent sooury between age 55 and 60, the
percentage of salary to calculate the peasion will

= T ) ot scorums] parmen
pormen By peer of o yoer ol o o Trarsler weiue of
10 e Of Ay aty of Py O SO
" e i LR ] (= N =]
T T Teeg T T T
(1] od Lo o] 000 fea: ]
S len Valancw L] L] 332 n2 158 -]
Sa Peter Bordic) 18 18 4 - 4 ame .
AP Brace k3 14 w [ n s 129
A W Ruciga 10 b2 1% e = m

) The increass in sccnued peneson during The yesr exciudes iy Incresss for inflalion.

& The penion entitiement o (hat whch would be pad snnually on redirement gt normal retrement age based on servics & e

ol of the yeor o date of retrermecd Il sarker

fc) Tha transler value has been caiculated on (he basis of actuarial advics in accordance with Actusral Gusdance Note GN11 and
sk Srecion” cortrbusnors. The rarsfer valae reprecents § kabiity of the company raher Ban Sy FEMUNSrsion Ous 1o D
ndivackusl and cannol be meanmghuly agoregated with annual remuneraion ad i s fot money e indvicual s entiied 1o feCehe.

i) Comparatres figures have been resiaied on 8 COMparstis bess,

-




from office, except for misconduct. The initial three-
year term of Sir Peter Bonfield's coctract was last year

giving 12 months’ notice. Sir Isin Vallance's and Robert
Brace's contracts can be terminated by the dinecior or
BT giving 12 mooths’ notice.,




REPORT ON DIRECTOMS' REMUNERATION

Derectorn’ remunerniten
Tha rerunerstion jreciudng pension arangemants) of the drecion was i3 folco
Darwhrs

Balery o leen Arurnatl b Cutborrnd bomas  eschuiing parmon j Tl

08 T 1580 e 1= 1T 1308 T 1908 e

8- izt ) 200 oo oD o] 200 e -] =
Sir lain Vallarce 00 425 s 185 - - 7 -2 e~ ™2
Sir Poter Bordad] sTo 47 s 7] 160 - 43 X 1.0 =
R P Brace 200 a3 "2 110 il - mn 7 g &00
AW Fudge 8 288 70 118 = - 11 15 09 417
S Colin Liprghall as (-] - - - = = - es -1
J 1 W Anclerson 380y Ny - - - - - - 3, m
W Arpant 2 4 - - - - 1 1 52 AT
Sir Ewen Fergusson ] n - - - = - = 38 mn
J K Cates as 0 - - - - i = 38 a0
B E Breus! = 2 - - - - - - m 20
Y 8 Maswiold ] n - - = - - - ] o]
B C Aoberts - - - - = - - - - =
GHW - - - - - - - - - -
Rz Hon Lond Tebtat - 13 - = - = = = - 1]
Toial renurarzilon 1,038 1. [ -3 (%] nz - 118 5 3088 2545
) Inchucies such berefits as dencribed on page 35, 1097 The drectors’ long-term mmunoration benelts, Srough tha
Egures howe boen restatad. axerciza of shars ootiona, were &3 follows:
£ Payme=fa 1o non-sssculies Sirecions inchude lees pasd -e t‘;
1o T principe’ enployer of £32,000 (1967 - £30.990, & = 2
fc) This armoent han been swarded, by way of & elerred n;m “_ .
bors, for the yesr ended 31 March 1980 This sward will be AW Ruh e =
sppled In Buying BT sheres with & markst value no grester o | o

. an e omound of The sward. The wil recer i
: home shares ofter Cree yoars only I he is 5B erpsioyesd Tha fgpres in the sbove tabis e based on e amount by

by the company. which P -~arkst value of the shares on the dete of exercise

axcoeded he opticn rics. The figures Jor 1008 inchusts B
employos compersation for Tha special dvicdnd (see folis 3
10 the Snanciel stelamants).

Uncler T e for his ledvicg The cormpany, Michosl Hepher continued 19 recsive his salary and confrachual benoits und his
service contract axpieed on 5 August 1597, The total sslary peyable during T yeer enced 31 March 1000 wae £140,113 and ks
raceived citer berslits of £2.407. In tha pricr year, he recehd sstary of £430,000 and £20,000 in Seu of benefits. Other benelily
for S yoor erdied 31 Maech 1007 were £14.298.

Yvs Newbold refiead on 30 June 1997, Or Alan Pudgs on 31 October 1957, Gersid Teyior on @ Nowerber 1057, Bert Roberts on
17 March 1098 and Bingt Brousd on 31 March 1958, Garsld Taylor agreed 1o waive fees of 13383 (1007 - CASST) for the yeer
ended 31 March 1598, i The previcus financial yeer, Geraid Taylor joined the Board on 4 Hovember 1908 ancd Lomd Tebist retre
on 2 Novermbar 1988 Sir Miches! Beft, who retired on 31 Januory 1996, mmaba chairman of Calre! Group Linited, B sulaicieny
compay for which ho rmceived lees of £15,000 (1997 - £15,000) duing T year snded 31 kiarch 1095, Y Newbok! remping on
thw Community Aflsrs Cormmiliss lor which she recsived foes of £3,750 sfter her refiresment.




REPCRT ON DIAECTORS" AERURERATION

Dlractary’ intercets

The irterasts of drecion snd T lamilles in e compsry's Shares of 31 biarch 1888 oo 1 Apri 1597 are shown, belowr

Bormficud Foicnga 1958 ™

Sr ln Vallorce TOLIE 1B TS

S Petor Poniekd T 2Ty A
R P Brace N cky XN
Sor Coln hgrpiald 1,000 2000

31 W Arctarsan A58 -

W Aeperd 1758 17.068

B E Brous - -

S Ewen Ferguamon . -

J K Ontus 3z AT

B inciusien 8,004 shars (1857 ~ .30 shares) puechased snd held by S Peter Bordletd and 71,041 whaess (1997 - 16,710 shores)
oy Rotert Brace n 0@ Lorg Term Remunerston Plan poe nole 78 © Tw inencael sssomentsy)




REFORT ON DIRICTONS' RAENUNIRATION

Datadn of sham optong heed o | Agr! 1957, granted and szsrcised under Te share oofion schemes durng T yoer, and The
balancs heid & 37 March 1908 sw & lolows:

RTINS sants eme Usstiens

1 Apel 31 March  price per o L
T Grerwd  [awcmes ] ey sewcime  enseTIalds WY CESe
S lun Valtance LR - ES00ey - 284p S@y T0WR  OTOWe
100,207 = W020Tey = e0p p N2 @nam
57857 = = &7.%87 e RO 0eTRO7
270 - - o, 430 L9 cunm
10 - - 3, TED ATse cana2er  oan2od
7 sx - 15530 2887
Se Potar Bonfeid 8450 - - 0423 mTe woao e
AP Bace 138,850 - = 135,880 3p eOLST AT
18680 - - 18,650 2a2n ornaem  orhaeo
o - b 18,020 s ) eSS 00TV
24,000 = = A0 & oLTVEd LT
x. ', - - 30,180 4e0p 14088 151U
34T0 - = E3ATD sp . oanier AN
2265 - o roen 1xop 400 W2
_ lsre S — 1878 =Tp o anear
=aan - - Emaam
AW Fudge i) &0.000 = £Q.000e3 - 2odn 51Tp O7AOS2 O70
L% =g = L= ) - p S$1Tp O7TA2ZM OTN2WO
54 - EREA S = o S1Tp  ORCOeE a2
10,940 - - 10,840 430p CATIEE 04T
2745 = 2.7 &% - 265p 4S8p  WOBNT Wh2AT
Z.480 - - 2.400 I an2eT oaN2me
2254 - - 2254 e W0A00 W2
178,555 - 12901 15,854 :

i) AL of T abowe optors weey granted o nl conaidenaion,

i) Cptiors eaer—ned under Tw 07 Share Option Schwme on § Jaruary 1938
fc} Or Fucdge retred a4 & director of e company on 31 October 1057

2 Optiors sxercaed under the BT Shars Option Scheme on 14 Jeruary 1908

fo) Ortors easrmmed uncer Bw 07 Ergioyes Sharvadve Schiote, i whch ol orpioysss of Tw comoany v shobis b5
participsts, on 18 June 1897,



Urveslised guins on B sbows thare optors 8 31 kiaech 1060, besed on T Schat |00 of Pe shaew o2 Tl cte, euchafing

S lain Valtare
Sir Pater Bonfsid

AW Fusige m

i Gased on opiore outstancing o 31 kiaech 1307 snd Tw market pros of the sharps af That dule.
The markel price of the shares st 31 March 1998 wes 850p (1997 - 44550 sd Tw range during e yesr encied 31 Lisech 7900
was 37050 o B2Np.

Detsits of Tw companys oxfinery Ehares provisionsily Swarded 10 Grecion, &8 PEDCpanty undst the Long Term Remunenscion
Plan jnote 28 10 the fnenciel statements), wers s icllows

Total rreete o Smard Wervady  Parge of ek of searly
Cosciunds 5 Barwh  Wrewgrs Moses

1 AR YIS Ammeded  eesmegaind L) o fee ]
Sr Peser Bordakd (F-RE4) o800 17,053 40420 4 158
AP Bas 168,181 65,400 N3 a0 xn 150
A W Pudgs 110,048 - ET <Rt L1 [+

i Exchctng shares pachased by sach deector uncer the [lan [3es pape 250

ity Banec! on T market vilue of e corpany's shares af 31 March 1098, The mrem o Rpure represents Tome shares hekd at
I kwch 1908 which will Farafer 10 sach dvecior of e end of yeer Bve of B plon (1599 1o 7000 The masdmum Gous
rapreaarty o whares held &t 31 biaech 1000 which will rarsfer kS ssch drecion & e and of year Bve of T plan (1099 1o JOCT
prowiced The corpoTaie periormuce adwsre has been lully mel Normaly shares wd Fareder ondy | e ncbeiciual B e
ampioped by T group. However, T plan Gives Gacreton 10 reserys Pearcls of shires afy retvemsnt. Lnder T dacrsdon,
O Fuxige’s swards hanve been preserved untl The end of yeer Sva of e plen.
anmtumt&mwmmmm.m“nnmim
887 - &2.897) purchased by BT Empioyes Shares Trustees Limited for allocation 10 amploysss under e BT Employss Shae
Ownership Scheme, and 10,487 587 stares (1997 - 6.206.421) held in rust by Bord Tastess Uersey] Limied jor sloceson o
partcpetg efglovess unde e Long Term Rermunerssen Pign sne 0w Pariormance Ghare Plan,

Mo dvecior had! ary intorest I he debendurss of T Company of I The share capital or debentures of B ubmicleries.

On appointment 1 0w Bosrd on 1 Aprll 1998, BE Cocldwsrn had & beneficial infersst of 4,101 thares n P compary. Durg

e yusr anded 31 March T8, Fe was sewced 12530 shares under The Periormance Shaw Plan jnote 28 0 Fe Snancsl
siatamerts) He wil ondy be antitied 1o Tese shares in kull &t e end of & period ercing an 31 Ay 1998 fshech may be exercded
o & hrTher teo yeart) I Pw compary has mel & pre-Ostermined Coponste perkormancs massurs and he b el employed Ly the
0T goup.

Thore havae baen no ofher Changas in M drecion” iklorests in Tw share Capial or in Tw debertures of Pw company Bnd &3
mlmecharas batwsen 31 Mirch 1588 and 20 Lisy 1598,

Sir Colin Marshall
Dpaty (hairmgn gnd Ohairmen of Rrmuneration Committor
26 MAY 1908




Statement of directors’
responsibility

FOR Faf falend Teg FEASCeld, BTATRWERTE

Eair view of the state of affsirs of the company and the

or low, tolal recognised guing o losses end cxsh flown of

comsider that afl applicable accounting standards huve

The directors are responible for ensuring that the

the company sod which enable Crrm to ensure that the




10 P Pl DY OF BRAS TEL S D S 4 i e

We have sudited the Eomecial statrments oa guge €50 79 Opinlan

’[tirlgil In orr opision the faencial watements rederred 1o showe

?t&.”ﬂlﬁll. * give s true sod fair view of the state of affairs of the
coenpamy snd the proop of 31 March 1938 sod of the

Rerzpecthre responsibiithes of diroctors prede twtal recogmimed gains pod canl Bows of the

nd puditors ﬂl’.ﬂ!i’ﬂ&l[rﬂli

As dewribed in the ststement of drecion” revponsitaing, prepared in scoovdance with e Crmpanies Act 1985

company's directons are respocuite b

E_n_ PR — ” . -rl_._l.... A - i;.illtgn!i

o form an idependent opmion based! on oo mxft s finsncial posiion of the grop = Mawch 1998 md

s Sacdal and s et our aplaien 31 March 1997 sed thee resalty of their eperasions, total

i recognised gains sad their cash Sows for the years
eaded 31 March 1958, 31 March 1997 s 31 March

Basis of opinion 1996 i conformity with accoumting prisciphes geoerally

We conducted cer sndit in sccordencs with United accrpted in the Usized Kingdom. The principles dffer

Kingdom Audiring Sandards issaed by the Asditing i crrtain respects from socounting principles generally

Practices Board which are substantially the same a5 sccepied in the United States. The effiect of the

saditing standards groerally scorpied in the Unitedd Stazes diflerenors i the determination of net Doome,

An sodit inchades cxaminetion, oo 2 et besin, of evadener shiareholders” equaty and cash flows is shows in

relevant 1o the anounts zod darlosres in fhe fesecial mote 30 to tee Snancis] statrenenty,

statrments. i abo inclodes m swesrnent of the -

significant estimstes and jprdgemen. s made by the v v '

directors in the preparasion of the fatmncial statrments, il Sectitins tt Regidiond Auiiten

sad of whether the accounting policies are spproprisee ——=

the company's citumestancrs, consisteerly sppbed sndd s R

Ve planned and performed oor zadit 80 23 to obizin afl

the information = cxplanations which we comsiderrd

rCTSary in arder o prowide o with sxflciesr evidencr

o give rexsoneble ssmarance that the Saancial statrmenty

&t free from material messtatement, whether camed by

frandd or other irregularity or error ks forming oer opinion

wr aiso evabusted the overall adevpacy of the presestation




Five year financial summary

Profit snd ol BcCowmt
Turmowver

Omwr oparanng incorms

vi

8k

Cperating profit ity

Grrug’s ey of profes fosess) of assoc-stad underiskngn
Profit foss) on sale of group ursdertakings

Hnt irtaresl Dopalie

Prerium on mpuchass of bonas

A0

(AP

Profl on ordinary aChwilass before tanston

Tax on prod on rdinary acivities:
Corporaiion srd meniar taase
Wil tas

3 8. 3enflaf i

Profil on ortknary actviliey sfior Lzashon
Mirorty rderegis

2|, 3 Eﬁi!niii i

-
-

Proiit lor e Snenciel pear

™

i]!;

Earrervn par vhaw

Exmengn per v'wre beios sxceptional heme

Fuly clignd esrangs par share

Fully dhutad earmings DI 5o Dotore erceptional Bemd
Oeeiciercty por sharw frckuing 1997 speca divicend of 3500

Fof
e
e
rap
1779

i

) ciucieg MCT merger bresh LD fee net of experaes
B inchuding rechdenc  farpes.

s feeeelSlas 5 Bag.aklad vt

BEE§

i

Canh fizer piatmemani

Cash fiow rom cparsics) hetivitms

Rsture on rvestvecty 8nd senacry of Bhance:
Tt

Capisl experciaure s brancs irvestment
Acpandorg g owycasty

Equity dvetanchi paud

Canh infiow joutfiow) balone managamant of bgui] eources
and ey

blaragmrmet of kous! rescuTes
Francng

cresss joecraana) in cash lor T pear

Decrease jroresse) in net detd for Tw pear




Five year financial summary (continued)

&F I s

S -1 . o7 TERE

= = [ = [

Balance chost
Tarmplie fmed pree 15,584 o2 4SS  WER 7SR
Fond eosl imeostrares 312 100 1057 1213 1708
Hat curond proess fadites) ws [1e=] (s QR e
Totad punets ess curd (abates 7o W  TAT e wan
Loas et G Donoeegs faing o ofter ono year R T - N E - N7 - T
Prowisions for kel : e chasges (o) s ) M (e
Mincrity rteast =] n= nsg o =]
Total gzovts Yosd knfe®haen 16 1. 12578 1.118 0. TES
ot ecrafy shavehcicieng” ke 12008 11967 2 2EE 1L wTes
Votsl samets RS DAS 2 2DEN »HBoe s
US GaAr
THARE FOED 30 MABDS
Incorne before taame zan z.5%0 27 138 T8
Mat Income 1,478 1,744 1508 .14 1451
Bussis gaminegs pur orcingsy shem nep 0 nmp N mHp
Déutet ewrrings par ordinery shars Xp Irep n4p nsp Izip
famc aarrengs per ADS =238 £280 -3 =% LTy
Diuted eamings per ADS £2.34 2 28 - E B - T
AT
okl ansse 2 AN wm  HIZe  mas
Omtinary shassholders” scually 1nsn 1285 13010 11588 12018




I ing polici

1 Dasis of preparation of the financlsl statements
The Easacial stadements are prepared uoder the historical
ool cosvenition and m accordance with sppboable
accounting standards. The group Ensncial statements
coasolidate those of the compasy and all of s subsidiary
enderakings. Where the Easncial statements of
sbeichery aod amsocisted underiakings do not conform
with the group’s sccounting policies, appropriste
acfpoiimwrots are made 0o coacddation in order to present
the proup fnancial statements oo » consisient basis,

The principal subsidisry undertakingy’ Grancial yesrs mre
all rotermsinces with those of the compeny.

The prejurstion of fnancial statereenis requires
managrment o make cstimates sod pesenptions that of lect
the rrported mnounts of amets snd Eabilities sod Saclosure
of contingrnt averts and kabilites ot the date of the
Enancisl statemerts aad the reported amounts of income
and expenditure dusing the reporting period. Acanl results
could St from those estimates Esimates are eed
principally when secounting lor lncoow, provisiona for
doubrial delay, paymests o belecommunicstion eperstors,
deprecistion, emgilopes peasion schemes and trews Certain
cormparaive fperes howe been restated 1o condor
revised prescntation and reclassification of figsoes in the
year ended 31 March 1998

# Turnower

Turnever, which curlodes vadue sdded tex and other
sales Lrut. comprises B value of servicrs prowided
= oeipmest saley cxciading thoue betwres
group vadertakings

I Rasearch and devciopmant
Expradiire on resesrch and developenest i writirn of!
8 icurred.

W Intervsi

Imterrst payable. inchading that related 1o fnancing the
sonsiruction of taagible foved aseets, bs writtes off ss

i sred Discouats or premiums ead expentes o (he
s of debt secarities e amortised over the torm of
the relsted security snd inchsded within intereat payable,
Premiss payable oo carly redemptions of debt sacurities,
i Lew of hetere istrrest costy, are written of| when pead

¥ Foreign currenciss

On comoldation, sssets end Esbilities of foreign
undertalingn are trmalsted ioto merfing of yeacend
exchange retes. The resuks of foreign undertakings are
translated isfo sterfing a2 average retes of exchange for
the year.

Exchange defierences arising trom the retranslation o
yearend exchange rates of the et investment in foreign

undertakings. beea exchange differencrs on borrowingy
which finsnce or provide » hedpe againal those
undertakings, are taken to reserves and are reported
in the stutement of total recognised paing and losses.

All other exchange gains or losses are dealt with through
the profit and loss scoount.

V1 Goodwil

Goodwil, erising krom the purchse of subnfiary end
mancei dod undertakings, representing e excess of the
fair va ae of the purchase considerstion over the fair valoe
of the et assrts scquired, is writtes off on scquisition.
against group reserves, If an eadertaking in subsequently
divested, or if there has been 2 pormanent diminution
value, the sopropriate poodwill iy deall with through the
probit and Joss acooent o the period of disposal as part of
the caleulation of gain or loss on divestinent or in the
prricd of prrmasend diminution.

VIl Tangitis flzec nesets
Tengible fized suscts ere waied o historical cost
lesa depreciation.

=) Cost

Cont i the cawe of petwork services comprises

cxpess are up o and inclading the bt dntribution point
and bn =ies cortractons’ chrpes and paymests oo
acvours materialy, direct labour and related overheads.

) Deprec.acea

Depreciation bs provided oa tagible fized ssscts oo

a straight Boe betis from the time they are svailable

for use, 55 3 to write off their costs cover their estimated
warful vy taking istn scovunt sy expected reshdual
ralues No depreciainon by provided on freehold land.

The lves emigoed 1o other signifiesnt taagihle fred

sty oo
Freshofid budcings - 40 yoars
Lasseroid torct Ursesgsireet porton of
and badcirgs - o or 40 pearn,
whichuresr
T shorter
Traramission equipment:
gt - 75 yaary
canbile - 110 25 yeurs
TS B rapaater SEACITGr ] - 2125 yeans
Degtal tiectore
eachangs equipment - 72 13 ysars
Computers sxdofice scuipment - 2107 yean
Payphones, offter network
SQUIDTEnd, Motor welheckes -
nd cabinshion - 310 20 yearn







(&) Derivative finencizl ingtr snents (contrusd)
Aroentinyg for deringtioe finsunal mytremesty

Principal amounts underfying curreocy yeaps are revalned
o exchange rates ruling o the date of the group balence
sheel snd wre incloded in deblors or oreditors.

Izteres detferrotals. wnder mlercRt rade PEID ATTEMEDLE
used 10 vary the amounts and periods for which interest
rates oo borrewmg are fxed, are revogoised by
adprstment of intercst payable.

The forward cxchonge cottracts eaed 1o change the
currency mix of pet debt are revahsed 1o balance sheet
rates with ocl crrained frn aod kowes bong whows n
part of debtor or credilors. The difference between spot
2l forward rate for these contracts is recoguined o part
of oet imerent payable ove the term of the conlracl

The Sorward exchange cox tracts hediging transaction
cxposures & revalued ai L e provailing forward rate oo
the balince sheet date with pet coreabeed pues and lowees
beung shows 28 debtors and creditore

ACCOUNTING POLICIES




Group profit and loss account

FOE Vel VAN PESdT 3 maRCe il

e . L]
My (= o= o=
Turmewer 1 1500 14505 1448
Other operating ncomms iy z mz oa les]
Operating coesy by 3 NI3EE MR (14
Operating prode 1887 a8 30
Groap's v of profity flosses) of ssaccisied underiakungs oasn 139 ]
Pro#t on sale of group undertaiings ] [=] '] 4
iarwyl receeratie ] 188 8 X0
rtmrenl Carvabie & Hig 2] am
Prerraum on reprchass of bonds r = O =
Profil on ordinary sctivilias befors tacation axe am oM
Tax o prolil on Oroinary SCSvtes ]
Corporttion anc semiar trso [ em  oim  oom)
Windtag tas | @ - - |
[{E ] foan nan
Preft on erfinery acthvities after txastion .™ 2. 1062
boonty rtaresta (-] o L
Prof for B feancial yoar e 2017 19
Dweichora »
Oty 1 nae 028 (M
Soecai L = /M =1
.z psw n.ovsg
Pt sirvted profit Mirovaler fross ressrves) for D fnencial pesr ) . ] ey =]
Carrings per snace » M.Tp R o
Esrrings par chare belors exceptional Roms Tp Dip Nie
Fully dihriod oarsiogs par thars M 22 Nop
Friy Cilcdad esrmicogs per thare berdors cxcsptons Kems Mzp 2y Nop
&y Including MCI mesper bresh up lee net of esponses 8 - -
i Inchuckng redundancy charges 108 367 &
Group statement of total recognised gains and losses
FOR Vel vial JuiiD O Bakis TEE
o5 . e
= = o=
Profe for the fnancisl year T ares  20m7 1sm
Curmency Mmovererfs sraing on comsoidaton of oregn wbsdary and
msccuted undertakings ra 6 a2

Totad recognised gaives and ko me




Group cash flow staterent

PN TEg TEAS FRSED )F MARCE fie

1

Mel cash Inflew from opsryting sctivities "

Astors on rvestmonts end swrvicing of finance
Iritactn! racabvad

Wberest ped, including financa costs
Prerrium paid on repurchase of bonds

Diwicierds pesd 1o mincries.

et cach outhon fr raturna on vesiments ond servicing of frasnce

Teaslan

U corpersfion e ped
Wincltull T paid
Oversons ta pacd

Tz pabd

“*ﬁ_mw
Purcresse of Wwhplts Sred assets

Sate of Wnghie fod Emety

Purchans of foed ssset iInvestmar=s

e Y

Met conh putfiow for capl™ axpenditure and ... olal reecunent

ArquaeiBaeg el Epoens
Purchuse of subsidiary undertaldngs, net of 06 (1997 - C3m, 1996 - T1m)
ey actrpdeed

Purchsss of sesccisted underishings

Eguaity Oelchorchs pd

a

ilt]i sl'i

Blzsli

Bz . B8l Blei

n

33,8

i3 . 3

35k

ifeded] §h1d

Blena

s

pam

Cash rfiow oot s managament of ks rescurces end Snancing

Marubgreaont of Gepdd remourees i

w0

Loan regaryrmarits

Het incrosse jdecredss) in short-termm borrowings.
Kol cazh inflow fouTfiom) freem firancing

Increasa (dacroase] by cosh in the yaar

Decrease (incresss| in net debt in the year n

E3 8183 xc=s

.igil]iti ifs i..iﬁ




Currant coserts

Swrks

Dotwrrz

ity

Cash ot bk gt i Farad

Total currest stoety

Crefiers smeedy fallng dog withby one poor
Loers end other bomowdngs

Ouer cracitors

Trtsl o Slare Gt (olBng dus witten cog yeer

Mt corresd RatEtios
Totzl zragin less correst Babiie

CroaSigrs: oooents 28] duo 2l morn T -3 and year
Lo and ofer Sorowings

Prowisicrs (or BsbiEles mmd cherges

15,408

Datfors ncluds amounss mcsvatie ofier mom Ten ooe yoor groug D87 (1997 - S0 pexd cempmny £213m (1897 - £741m)
The brarcial sztwments on pages 45 10 73 were appecwed by Be

bowrd of crectors on 26 May T9E0 and were sigred on B3 behall by

Sir tam Vadlnnes (hairmas

Sir Poter Bonficld CBE (hisf Fscactioe

R P Brace Grexp Fizcors Direcior




The group prowides ielecormymunicaton sarvices, principaly in e UnSed MKngdom, essentially ooersting as & unitary business.
b3 e services and prockucty are ocal and netonel islephone Calt in the Lnlled Rogiom, Te provsion of Wfechons saarge
e o homes ard buss eeess, misrradionsl ieleohone Calfe madls o end rom T United Kingelom, Tw prowision of privete
crTuits i businesses, he supply of mobils commuricafion services Bnd squipmeni 10 businssses and Indhdusie and B supDly
of WerorTraston o, & T &7 CuSomeny Dremsad.

Turnower Included Incom.a rom UK ersd cversess islscomymunications opersicrs of £1.200m (1997 = £1,165m, 1998 - 01,108m).

Apoeomrnatishy 4% (TEET - ¥N, 1995 - 1%} of otel opersiing reveruss artee Bom operstions butside Be UrSad Kngdom. Thers
ey N SScoOMinued operations of acouEslions n The years enced 11 barch 158, 1997 and 1908 e recuire Cciooure under
Frencel Reporng Stardet 1

UraeaSiad riormaton conoamey) e Foup's cassified drectony business in Tw UK @ shown on page B3 of B el report

. 1088 L 1o
. Other ogr aiing ncoome Em tm [ ]
berper agmarme  Tresk uD lee m - -
Melpror dpere wiien off (=1 - -
Ctar 134 s w3
Total cther chersting ncome m o 1m

i) The compary moatved LSS miion on 12 November 1987 fom WodCon 'nc a8 & bresk up fee and partiel resmbursernent
o mperses (Tw MO meper bresk 1 iee”) clowing M termneton of e BT O merper sgreement on § Movermber 1997
ol 15 B




FOTES TO THE FINANCIAL STATEHENTE

1ea mer T

1. Oparzting costs L= = L]
Siafl costx:

Veages wid caleres 1m0 A 3108

Socad seurty cost oog . -

Pernion costs ot 1) w7 m b

Empioyes whers ownarship acheme ff L L x

Empioyes share cplion acheme cormpensation for special didend by 13 - -
Totel s22ff cost amr arm 1080
O v Carladend (23] fs <~ Wi
Deprecistion joie 14 2398 . FAL
Paymenty o lelscomrmurscalion opersiory 1.000 1478 138
Racundarcy charges ) 109 367 -3
Oetar cparaiing couta are 4309 41
Toes cpwag sl 11,355 1.7 11,489
Operaing costs inchuded B iofloeing:
Fosesrch and Sesaiopment 07 .11 -]
Hardsl costs neiufrs ko oparsting insses,

Including plaed and esguiprment hies £19m (1907 - D10m, 1966 - Creny kL ns =0

) Armount et BScie oy B yer by sliocation of ordinary sheres iIn Bw cormpany 10 eigle employess.
& Comperssion lor empioysss holdng share opiors on 15 August 1357 in mepect of The Sepiamber 1997 speciel didend.

{5 Redundancy changes lor Tw yeer ended 31 March 1897 inchuded (258w (1968 - (28] being T coul of prowiding
rcremental penson bereiis kr erployess Wung esty mremenl. No chivgs by hess permon banetly weas made o To e
enciec 31 Mdarch 1858 In wew of Te mrpis 0 Be BT penson scherme daciosed by T most moent achored vahuaton g o
3 Decermber 1908, Tw previous velueson had shown 8 delct.

The craciors bekeve ol the nature of T group’s busines i such Fat Be areljais of opeating costs reguired by The
Compenes Al 1955 £ not apprcerata. A3 meuredd by Fa At e deaciesy, have Tareions acaptsc T prescrbed lormst 50
That oparafing costy mre cecioosd n A e spproeEs B T goup's prncpel actely Otftwr cpsrstng roore, prevaously
preaeniad within COONMING Costa, I Fow shown saperately on T tacs of B oup prolil ard ioes actourt becsuae of £3 grosser
materiEy i e yeer ercied Y1 klaech TEEL

4, Prolit on sals of preup undertahings

N e years ended X1 Maech YESE, 37 Masch 1897 snd 31 hisech TS e submsciery wrdetakengs dueposed of had & negioiie
olact on T FOUES Opiratng GOl ! Cash Bows o) T net S0ty e roraierwd 10 T roug s SRencss possen,

P ——— - = w
Incorme fom beled rretmenty n 2 2
Offhar rtorvat recoswabie 184 e mn
Total rEeesst receesbie 188 o xn




HOTES TO THE FINANCIAL STATEMENTS

£ lrisrye! payalis
interest peysbie and similar charpss. in respect of
Bank ioara and cvardraits ]
COther barowings 334 27
Total irteresl payabis a14 m

T4

7. Premium an repurchese of bonds
In August 1990, Tw company repurchased two of The Three serics of HIA Government heid! bonda than cutstanding lor T422m o an
sfactve pramium of CAOm. The finel bond series with 8 face value of £140m was repssd on maturey on 31 March 1907,
e T

8. Tax on profil en erdinary sctivities = Tm
U et Firegeiorm:

Corporgtion tax of 31% (1907 - X3, 1994 - W)

Deterred laxation charge [Creclt) of J0% (1997 - TIN, 1996 - 1IN

Taxstion on T group’s share of resufts of essocated uncermslangs

Deterred taxalion provision relesssd dus 1o reduction in corporation tax rals

Price year aciumaments
Totsl UK taxafion, sxchudng winciall tax
Crveryess tzaalion

Currert

Taxston charge (credit) on the group's share of results of associated LKertakings
Totsl corporation ar simdar toage
Wirclal tas
Totsl tex on profll on ordinery activities 1

1,135

L]

17 L]
49 »
L= LT

oar

B33z,

1302 1

Tha company™s charps 1o e UK windfall tax, mposed on certes (wivalied compenies on 2 July 1997, ia peyable in feo equsl
rataiments, T frst of which was peid on 2} Decamber 1997, The second imstaiment s peyabie on 1 December 1088 The charpe
5 based on T groups profit for the firancial years ended 31 March 1088 o0 31 March 1889

Total tax on profit on ordinary acivilies, exciuding the windZal tax, vared from he smount computed by applying The corporion
tox rate to proft on ordnecy actves bedors tuaton. The differences weres aftriteabile 1y the ilicwing bictone

Tone T T

" “ -

U coporssien tox rate 310 no no
Hon-geduciie depreciation o o8 13
Hor-geduciibde Overssaa iosses 1.1 10 09
Urgrovided delerred tazes o0 excees caplts) aliowarces nsj s ne
ESact of mciuction in LI corporstion i rate on defermed tex prosdsion s - -
Lowsr sflective tax on MO meger breai up lee o - —
Mor-deducthbils premiur on bonds mpurchased fom HM Governmand - [-T'] -
Othar o1 o1 on
Efinctove Corpor o tax rate T 204 s 40

Ceterrad taxation of £30m (1907 - {28m, 1990 - T30m) srising On sacess capial slcwances Bnd Urd (1997 - C19m, 19946 - [11m)
0N proits of meccisted undertahings e ROl provided 0 Dw yesr snded 11 March 1900 -




NOTES TO THE FINARCLAL STATEMENTS

8 Tax on prodfil on endiney sciivities (contirused
The deferred taption charpe joedl) was maindy The resull of Bw ta1 eflect of Wring diffierences s oliows:

oy g 58

o= Om o=

Excoss capitsl Sicwancss ] = ™

Persion proviesors = (s ] -

Ot Brming cfarwnces an = En

1w Ny o0

Fipivgay due 10 recuction in Corporation tax rats = e =

Pricy yoor acfustmenty i g "

Total delerred tarston chape foredt) an "
% Raciesafication hutwner delarmed and curent taustion on The [roll on orlnery Scowiles for rrior yeers.

oo T T

P paros o Teee - o

0. Dividarsia P Bl e s e . [ T [

darwn deecdaned pasd 758 T80 Tas 423 oz 5D

Propesed rat dhicena .48 1mnes "ns ™ T4 ns

Total ordirary dvidends 1000 1A T Lb - 1260 1,184

Spacil diviclend - Moo - - 2244 -

Totsl dhvicencs oo SUm wmre 1230 15w 1,184

10. Eamings por share

Esrmings per sfere e Coituisted by deiing Pw Dol by Pe francl yewr ended 31 Mach 1908, srcursng o C1.700m
(1947 - [2.577m, 1908 - 01.580m, by 6.394 millor shares, Pw wegiied sverage Aurter of thares in msue during e Snenced
yoor (1967 - 6,000 milion, 1596 - 0.0 milicry. The luly dluted sermings ber shars ore based on share optors culslsrsing.

The escactional Bera In The Coiculation of The sarminga Doy share belors exceplional Bems In P year encied 31 kisch 1950 and
T chviaal samengs e Share efects sre

Py, g
WAC] rrewper bresh up hae reseeed s ssporess
Lexs e chawps efinfatabls to Fe MO megy bresk oD iee
Mt marper brask LUp ey sfer L
‘Wirniiall tzx chage
Nt chargs

11, Mecarciistion of cesrsting prof to wpersting cash News
Oparating prof, Aohusing share of Mty of assctsied undetakings
Dograciation

Share of lonees (prodts) of Essociated undertskings nat of

hviciercis recshved [5m (1997 - [Tm, 1990 - TSy
Cecreass in stocks

ncrease i debiors

Incraass I crecifion

TR [Cocraese) © rTwedrs

Other

Met cash infiow from opearating sctviies

ilek

~
i

Alamsged HElpr [plpe |I

5:;:]:! kiiei
BleaBus




12, Macsgement of hquid resewrces

HOTES TO THE FINANCIAL ETATENENTSE

Puchase of shorl-term investments and payments N0 shor -lerm depoaits over J montha
Sate of Mol e vestmarts 80 Wil FwEh MO ahon - OSpoRts Ovar ) montha
Mt movernard of shorl-term Ivessmerts and short-lerm Geposds under 3 monts not

Feparyabis on dormand

(1.10:
1,334

2018

EEs!

Fal cash o (ouicw] om marepeTent of kil resourtes.

2347

B

fnan

Movamants in A2 shon e ImesiTents and deposdy nol epeyable on Oemand Bre feportad under he haading of

maragured of kiad eouTes

13 Het dabt
Ansiyaiz of nal dabt
Caat i hind and &2 Dark

Cverrgfs dapety
Bars overdrafta

eil

25

Ot currert matet Mvestmerts

a2
=

n-‘-—_—-lﬂ—mm

Dabt dus within o year, exchuiing bark overdrafts
Dt cue sher ore yoor

plil}

o

s

Totl Sebt, wrctuding bark cverdrzhis

il

Roconclistion of ne -zash flow to movement n net dabt
Ircrease [Secrease) ¢ 2sh In The year

Casn jrfiow) outfiow FOm Acress) decredes i el

Cah (irficw) cutiions om (decraee) NCeEss in ksl resoutes

Decrosss {increase) in net dett resuftng o cash Rowa
Curmrcy &nd FEUton Moverments
Owraer ron-Cash Mowamanits

Decrasss (ncresas) i net deld in e year
Mt debst &t 1 April

g BB hzlot lalaleglals .l . r”i

(1]

F |

Hat Oetd ot 31 Miarch

5

B A s(e gl lalels olnle i, ., r”




HOTES TO TME FINARCIAL STATENENTE

|
A
vl

T4, Tergliie food zzesis =

Bulwncss st 1 Aprd 1997 a0
Aoy ey of BUDMENY uler g -
Adciborn o]
Taraters 148 1,788 M.
[haposaty ! achusrmanty mn 2]
Total conl ot 31 March 1999 B2  2RETR " Te
Drpuec it
Balsnces of 1 Aprd 1997 L8
Acqpuesiions of subsidiary undenskings. =
Crawge lor e year "
Duiconsis g chuatrmants (=]
atal deprecistisn = 11 March 1002 129
Mot book waleo ot 31 Morch 1058 153
Engrrwenng wiores =
Tota! tangibde Sxned sesets ot 31 March 16539 158
1485
1405

;

fgu_§ IBF. 6.8

-
=
sk

et book wiue of 31 Lisech 1007

Engreerrg cores
Tote! targibiy e stsets 82 31 Aisrch 1907

6, §I8), &IBE .3

Bl £l

Compary

Contt
Balonces st | Aprd 1587
AcdiEsore 17
Tranien

Denposaty pred ecustrrants

Totsl cont 5t 31 March 1000

Dspreciation

Balerces & 1 Agrd 10T

Crawgs lor the your

Caspona's s sclssma ity

Totsl Capreciaton ot 31 Barh 1565

Mot Book vahes ot 31 March 1983
Ergerwening storsas.

Total Langidle fred sonots st 31 Maerch 1058
Mt book valeo ol 31 Mach 1987

Enginsering sioms

:
it
b

81z &

5. 8l8l, Bikizu
Bl BRI BEZeZ (R

Towsl targds Sxad Bssets af 31 Mach 1957




14, Tangible flzed sassts [continued)

{4} The net book value of land mnd buildings comprised:
Frenhold

Ling loases jover 50 years unexprred)

e leasen

HOTES TO THE FINANCIAL STATERENTS

Total net book vahse of land and buldings

&) Expendiiure on tangible fxed asaets comprisec:

iy
wer

=

o

5

"3

408
Qrenp
187

Dm




HOTES TO THE FINANCIAL STATEMENTS

15, Fixed ases! iovesimants
Creup

Caat

Balonces ai 1 Apel 1997 RS o]
Acdtons 1.2 1

Tranglar of rvestmerd 0
W0 Communications Corporation £

ol Lu]

Share of o e retsined Fofta for he yeer -

Reggyments, Seposals ond oS Fangiorn =

Currancy moverments =

Belanees ot 31 March 1599 1533

Proviuces enad srcusts writtlzn o

Balsncas =t 1 Apel 1907 213
Goodwll {22 -

2

Q2

1,005

523

ko)

Transiar of investmant in
MO Comsmurscations Corporaton &y

Decrasse jr<reasel i T yoar
Balnncws st 31 March 1008

Mol book woloe st 31 March 1598
st book wakus st 31 March 1997

Compamy
Cost

Balsnces ot 1 Aprd 1997 4,140 n i 140 178 1190
Adcuore 2508 - W ™ n 2.8

Traraler of rwestmant in
0 Commurecations Corporaton By - - [~ 1 ] - 281 -

Ragaymants, daposin s offer rensien [ = ] naa 134
Curency moverments - m
Balarces £t 31 March 1900 8,833 10
Provishons arvd sogents writien off

Baiarces o 1 Aprl 1907 i -
InCrease in The year i) -
Daposals snd raralers - -
Balsnces o2 31 bsrch 10898 s -
Nt book veive 21 31 March 1P08 8,18 19
hist book el &t X1 March 1997 i n

883
]
i

sy
noa (18]
o 1
e jsag

i=§=¢§

-1 6.5




15. Fized ssssl investments jconSrued

) Subsichary snd associgted sndertakangs
Detads of Pa prncosl OPrEting lubsshery &M ES00Mied UNUSMBrGE e el out on Dages 7B ana TEL

2 k0T Commurecations Corporaiion

i Septermber 1054, Te Compiliy Corrpisted The scouiaion of & 20% eguity intarest in MCI the second lepest camier of long-
destance inlscommuncations. Serices. © e USA) mpresentsd by & holdng of 138 milon Class A common shares, wharsupon
CI became Te Qroups most sgniicant sssocisted Lndertaking. On J November 1596, the company antansd Nt & Merger
agreemant with MCI wharsty the group woukd acquire the entire share capdal of MCI, not already cemed. On 71 August 1897
T lerma of Tha Marger sgreement wers modiied. On 1 Octobar 1007, WorldCam announced B3 intention 15 offer shars in B3
company o MCI sharsholders s an allernatcs o Hw proposed merper and, lolowng a0 improved offer rom WorioCom on
1§ Nowermber 1967, T comparsy agreed that i would spPon the proposed merger with 'WorkdCom 1o which The MCI board had
agread on e same day. On 11 March 1908, ot MCTs and WordCom's sharsholders BDprcved e marper.

The compary hea sgreed with WorldCom snd MCI 1o sl the groun's hoiding of 130 mlison unissted Class A common sharss in
LACH 1o WoriCom for UISTS 1 per share in Cash Bt T 19T The MCLAWOAaCom marger it compisted. The potertial Conmderaton

of LSS0, 006m was equivalend to [4,137m at the exchangs rate ruling on 31 March 1992 The completion of T merper s subject
o reguisiony clearsror. The group also holds 0.7 milkon Ested common shanes in MCL most of which were purchased in Nowember
1905, These thares wi' be «acfanged For WorldCom commen shanes on completon of The merger I klly ksted, e maret valus of
e LACT shares hekd by T groug 8t 31 March 1098 would have Deen [4,048m

Aa 3 comseguence Of The lermenabon of The cCompaTys Merper Bgreement with MCI and The company”s agreement with WorldaCom
and KCH, the group ceased reating MICT a3 an associais brom 1 Novemnber 1997, The group's share of B3 associstes’ results.
Includies & loes before tex of C27m for B3 share of MCTs results up 1o that dats (1997 - 01 75 profit, 1090 - £101m profit).

At 31 March 1994, tw group's investmend m MCI i stated ol £313m (1007 - CE4Um). Goodwill amounting o £2.214m has been

wriften of 1o Qroup reServes In Hnor Years In respect of s Investmant and s Qoochell will ba acctiniled lor o the completion
of B CLWiridCom marper in determireng T (rofil on e Bale of Tw shares whch the proup will ecoone.

In tha perod 1 Aord 1007 10 31 Oclober 1597, the group’s bunower with MCI amounted o T108m (1857 - C134m, 196€ - [90m)
and T growr ourchased THEm i e Lame ponod (1097 - C87m, 1998 - C77Tm) n services and producey irom WCL

i) Cagetel

On 24 Segtomter 1997, 0w groud complsted s soquiston of @ 26% nterest in Cogetel, B leacing French isscommurscations

company. Of Tw cosl of Tw Fvestment In Tw ssocisbed undertaking of 1,020, goothwill arming of [BE2m has been writhen off
ApES FrLare.

The acqasiton of the nteres! o Cepetel Comprissd:

[+
Group shar of original book value of net assets 453
Far value achustment 10 achirve consistency of accounting policies (=3 1]
Fan value 10 P group 147
e a1
Total cost 1,029

ot Ofher irrestments

Owr irvestmants inchude ordinary Shares of the company, with & net book valus of [2%m (1997 - C20m] and a markel vaiue of
088m (1907 ~ [28m), held in trus! for the Long Term Remunantion Plan and e Pertormance Share Plan jnote 295 Also, In e
Poup balance sheet af 31 March 1992, Isted investments wane held with 8 book value of C117m (1987 = ET2m) and & market
valua of T154m (15997 - C81m).

fa) Subsickary COMPATY Soquistion

I Fetruary 1997, T group entersd nto an agresment 1o purchase from Be  Santander SA it 50% holding in the share capaal
of BT Telecomunicaciones A, 8 jon! veniure betwesn 2 wholly-owned subsichary of the company and Banco Sartancier SA, for
the equevalent of [TEen. The ransaction was compieted in July 1997,

M Otwr relaied party rarmactons with s330Caies

In e year enced 31 March 1058, the group's lurncver weth B other associated undertaikings amounted to [7dm 1997 - [23m)
and D group purchased T (1997 = £30m) N servces and Products inom Thess Lndertakings. -




NOTES TO THE FIRANCIAL STATERENTS

!
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18. Dadders

Beea, dlgd

Amourts cead by subsalary undertatrgs
Amcunis owed by Fssociated undetsiings
Ceher dettors

Acheanca COaonraion b recowersbie By

w b Bled

ARE R
]

B.0:. i

§
AF:
IR

Total cablors inchuded BMoUNts recehetie Gfier Mcre BN ONe your

Advarce Corporation tax recoveratia fy -
Accrued nCome T
Preganyments. -
Tolal {04

Elzeéd
g, s &
2

T4

) Tha group’s irace daibions are siated! sfier dackctng £227m (1087 - D3N lor doutitd detis. Tha amour? charpes 1 ™ group
proft and ioes accourd lor doubiul debis lor the yeur encded 31 March 1998 was £28m (V997 - C188m, Y908 - 0178

B Advance corporalion ax recowarabile
Advance corporation tax on propussd Bnal divicend ard, in 1957,

an wpeczl dvadend 184 ™m 154 ™
Amount pitset sgainat delomed e [rovon fole 27) (il ] [ (] (]
Batance included within debiors - a8 8 asy
Cronp Carmpuary

109 wer 180 a7

17, Cwrrent sassl Wnesstmants (<] = L] ]
Listed nvesimonts 1850 ns [} 6
Orner short-herm deposits &nd mvesiments s 2859 10 188
Total current aasel Imvestmanty ™ 2974 15 2,509
Mariee! valse of ksied irvestronty 180 1% 8 1%




HOTES 7O THE FINANCIAL TATEMENTS

ewrags Grg Camgany
wtacme
L ot
ratsn i 1958 %97 (e oer
18. Loans sawd othar borrowings " Em tm [+ ] T
LS coBar 8% guaranieed notes 1997 7.7 - 30 - =
US doltar 9% guarsntssd bonds 1598 a7 149 15 - -
US dolar $4% guaresnteed notes 15909 (1] 178 184 - i
US deliar B3 guarsnteed bonds 1969 1] 151 hb - | = -
Zero coupon bonds 2000
pota unamorised discount E38m (1997 - [38m)) (1] 102 145 ez 145
US dollar §Y% notes 2002 fess unamortised discount £9m) 74 058 - [ -
12'%% bonds 2003 123 180 180 180 180
T'W% boncls 2003 fless unamortisad discount £3m {1987 - Cém)) 73 457 L) 407 L]
12'4% bonds 2008 123 e ) m
US delar T notes 2007 fees unamortissd discount [Im} tA 853 - Bos -
US dollar %% guaranteed debentures 2019 LT ] 119 122 - -
% bonds 2020 (ess unamortised discount £5m (1997 - £5m)) (] ma o= =) o]
Total kted bords, debwriunes ard Notes 3408 2157 2,042 1.5
Laase finance i0 2 2 2
Bank bana due 1999-2000 80 ™2 e - -
Cther loara 1.0 10 - - -
Bank owerdrafts and other shorl-tarm borrowinga A ] T4 n 1257 .57
Commarcial papaer 71 4T8 210 470 0
Leans fom subsidkery undertshngs. - - 2,881 2085
Total loars end other borowings 4,770 s 7,408 5009
Agart trom The ease finance, a3 bormowings & unsscured. Leass frwca i repayable by instaiments.
Crnp Company
1008 e 1594 1T
[m m [+ m
Repayments fall due sa folows
Within o0 yesz, OF O demand s 4 3as2 2314
Batwyen ore and two yesrs 438 s 432 =
Batwisn two snd Tves yoars 12 418 220 450
Betwsen twoe s lour years 2 - 1 T4
Between four and Bve yours 1,143 - 1,541 1
Afer frve ysars 2373 107 23273 1,997
Jotal cus for repEyment BRer Mo Than one yedr 3509 280 4,130 43
Total lows and o borrowings 4,TTO 378 TA08 5,80

The group has an cplion o redeem e US doliw I uareniesd debentures 2019 exercisabi bom Februsry 1209 st 0
resirresm proemium of 105%.




HOTER TO THE FINANCIAL ETATEMENTS

18 Lowna and ol berromiags ioortruech

i Awrage slartve rieecs! ralds

Tre pverage interest rates on Dage 01 ke NS0 acCoAr e offect of irtserast rate seact. The rosres! boss of risrest rate Peap
agregrheniy used, B rolonal smoasta. Ter Peorage Fetarles and weghled searage Fierest rates are shown Detow

Aemrnge Ay

e L]

Meorel smoweesin vt

o i Eaer L] =

Ly (=] - =

Poy fnad nterost and recoha varabie roeest Ower S years 1L.IM az [ 11
s Ta

Poy vartatide roerssl and rose Exed rioes Ueder S ysars a5

The rates of B wristie @S POrion of e Peaps & besecd! O QuOled MESL I CNCLEStNG W Svara)n varale rades. M ltesr
rates sgreed with B CourterpaaTy on S3Ch Feap fosey Deen L. Charge 0 raeres! rates ol 8fect Te warabis-rals
TGN dRcioted abowa.

£ Unusad commiliad Sres of orecit for short-tom rencing svalatsls of 31 biech 1960 totalied spprossmately T7BSm, whwh wan
i wpport of 3 comme sl peper programme or offer borowinge. These bnee of credt aro normally sulabis for U 10 0N yRar

15, Frnanctal ltrueserts s risd mensgeeent

The group uBes dersaive Srancal Fetrumenn prvmarly 1 marage By evpours 10 Mt rka om charges 0 deresl and
orepn earhange rmtee. Thars Mas been no chargs N B fsl prodis Detwesn T yoor ord 570 e Cxde of Pmse francel
ST

The rotonsl avounts of derstiess BursTarised Delow 0o A necEmardy mproend amoures eachenged by T Gerbes end,
s, 53 A 4 megeury of Tw mpowuee of P Qroup Prough B ume of Comnatees. The aracaurts exchanpod e Cainulsted! oa
e natonal amounts B oy lorms of The Cowalives wiach ratals 0 rdeeesd and eachonge meL

Ry st e Med FEnegETrY

The group hos et ns deres] rale Swep SpweTerty with commorcal berka ard offer Fotiubora 1o vary the Bmosts

2 penods for wiuch nterped rebes on boromengs any Beed, By ssappeng fesd mées on long-ter horosrgs. reo oateg -
raten. the grous has Dbtz ey SOSirg AEtS CONOeTDE T PESe SeSate f bonTeen] Srecly o § Soltng rae Leded

rierwsd rete Peaya. B Qroup sgeeen welth offer partes 1o exchange. of weeciied rtorats, Tw dlleoncs betesen Baed rste

v Boateyg raile rdereel smourEs Caltuisind by sslsenos o 0 agreed nolonal prrops amourd

ALY March 1900, e pouD har! SURIISRONG et £ SEED QPSS Ry B DAY ACConal [PCEl ST of
1,480 (1987 - £1. 240w

2 Foregr eschange rsh meragement

Crom cumecy peeps s foreesr s ioregn enchengs Coniracs howe been grdsred rio 1o meccy B fomegn Cusancy eaxposum
N B o s OPuand & e Do s el zssety. The DROUp B0 eria vio oreard Ioregn exchange conirects 1 hedQe
Fvasimaniy, niees eaperad B purcans end el Corvnlirenis denomrated n oreegn curenoes rnopaly LS dolers)
Tha terma of B CurmnCy Seaps e L9 1o 20 pears ord) e . of Cuery lree excharge cortmacn e typacaly iess tan
o year Tha purposs of 8= group's loregn Cunency hedpng actviies. @ Io proct T Qoup fom e et ol he evertusl
fat rfices pnd nel Cutfiows will Ba achversesly alactad by Changes I eschangs ramm

A 31 arch TR0, e proug hie! cuttanciny Onign Curecy Beap SgreEmants. and orward exchange Corlracts haeng 8
total notioral prncgal smount of T84T [TIS7 - C2.54 e,

The lar values of lorsign currency contracts of 31 haech 1958 were 01037 (V87 - 01,07 bor pachasss of Cumeecy ond
80 (1897 - (Ed0ey kv ol of Curerxy Theoe e valuos hove bewn esbmated by caic fatng Thar pumord vEhes using
T Mkl decount rales, spproprisie Y T s of T cordracts. I ellect of P belorcw el Setes

ALY March 1990, The proup had delersec] urveslasd gaine of Dnd (T80T - £t and eses of [ (Y9ET - [Teg, besed on
O sbar-cuoted prices, o hedgng fuechaes Bnd safe comerlmants. A 3T Manon 1E5, P AT B0 hao Oelermc sataee
et iceass of D12 (1967 - D0m net loesos) Thess s Fckucies n the prolf and loss sccount aa port of e puchune or ssie
ranaacion when I 12 ecognisad, o 88 s o owees whar 3 hariped barearton & Ao orgEe mpeced D oo




MOTED TO THE FIMANGIAL STATEMENTE

19, Flnancisl nstnenents and rith mansgement (O wed)

&) Concenirations of credil risk and credit ssposures of fnancial instruments

The group cormiciers Tt & i nod exposed 19 Mg concentrabions of Cad s The groun, hows s, i saposed o oredil-
redatec lotaes in the svent of Non-perfiomuancs by counterpartes i fnencial nstnaemants, but doss not eepect By
Crasrtarmrties 15 i 10 mest el cbigations. Based on interee and exchange rabed it sfect a2 31 March 1998, the group
Pt & i crect ssposure of £118m (1967 - £113m) 1o one counterpanty undler loreign curmency and interest rate pwep
agreamwnts. The group Bmits e smount of crecit exposure 10 a0y One counterparty. The group doss ot rormally see Bhe resd
1o seek colisteral of Ofher secLrily.

i Fasr vaue of Bnancial iInstroments

The lelowsg table shows the carmying emounts and fer valuss of the group's finandcial initrumaents &t 31 blarch 1908 and 1097,
Tha carrying smounis B inchuded in the group belance shee! under the Indicated Peadings, with the exception of dervatve
srcunts rolated 1o boroeings, whech are inchutied in dsbion o offuy credions B Bppropviste. The fair values of B Brancis!
Ingtrurnents prw e prmourt ol whach the nstruments coukd b exchanged i § current reneacton betesen wilg parbes, offher
Sun n & loroed o iquidaton sale. g

Carrping ot Fan vaim
e e 1008 T
tm -] m om
Hor-dertvatives
Agaats
Cash ot bark and in hand [ - . a2 o]
Short-erm imessiments ™ 2T ™ 2974
Listsitian '
Sront-term borrpwings #1 a8 m 580 mm
Long-term borrownga, mec  chng nance sases (&) 4210 295 4,008 LR
Derrvatres retaling 10 Nvesimens &g Lomowing nef) v
Aszatr 4 ™ - "
Liataktign - - 114 -

1 They tar waluss of keed shor-lorm Fvestment wers sstimatec bhased on Quoded muarkst prices for those investiments. The
CaTyng Bt of T O SNOrT-BeT Geposits BN MvEstmants BDDICXEmated o thee lar valuss due 10 e short maturtty of
the instrurnents hekd.

) The tair value of shor! - borrowings spproxinated 10 Carmying viskue dus 1o the Bhort maturity of the Istruments.

) The tair value of e roup's boncls, dabentures, notes and other long-ievm borowings haa been estimated on the basia of
quaoted market prices for Bhe aame o simdar lssues with e same maturies whore thary sxisted, end on calculations of the
prosent vaium of iuture cash Rows uaing the sppropriats discount mdes in effect 5t Be helance shaet dites, whers market
prices of smiar sur Gd not exsl

) The tr velue of the Qroup's cutstanding lorsgn curmency and inderest rale Peep Boreements was eshmaled by Calulatng
e preserd vl varg EDOrOOracte GMCOUN fates In efact B he belance shest dates, of affected future cash fows tranalsted,
whary spproprate, N0 pounc BerEng o The market rites in #®ect B The balarncs Shes  Oetel




NOTES TO THE FISANCIAL STATZRENTS

G Coemgmmy
- TEaa g TR b
0. Other crediton [ o tm =1
Tracke cracBon 1971 1858 1,858 1L
Arrounty peed 1D wbsiiany underishings - - [3,] o
Amaunts cwed 10 Eeacistod sndetekings £ 0 - -
Corporsiion and wincil taxss =] 1774 530 150
Other taxafion and social secuslly P = pad g ]
O copciions 1058 LM 52 &
Actrued separs =2 313 303 o
Dwlermedt rcoma T48 o ™S 58
Dvedenas fg) rar 2,008 37 3,008
Total ofher crecitons 0,0m1 Ln [ E-E L] 8,005
Tostad ot creciiors inclucied smounts due afles mors B One yoar
Dwlerred income - 13 - 13
i The 1097 figures Includs e special cividend of £2,244m, paid in September 1997,
Delersd  Panson Omar
teaton fif  poewion  peovisiors Total
21, Frovislons for llabiStien mnd chargas = Om T =
Croue
Badarces ol 1 Aprl 1997 e 1.2 100 1,687
Charged! (credited] againat profit lor the yeer =] mr el =
Uilised in the year - 244 (L ] @sn
e 1224 12 1810
Advance Corporation e mcowverabie {184} - - a4
Total previsions st 31 March 1028 80 1,334 12 1429
Company
Balances al 1 Aprl 1537 m 129 50 1442
Charpad [credited) agaira! profit kor B year s ] m (=] 12
Ladsed in the yoar - [ra ] - [ra . ]
5 1224 L= 1.7
Advance corporation tax mcovernabis (=] - - (]
Tois!l previsieas st 31 Masch 1004 - 1,204 48 1,200




21. Provisions for Babliities or.' charpes |~ortined)

NOTES TO THE FINANCIAL BTATEMENTS

) Dieforred taxation = e Troup. Carmparsy
Tha sisments of Geferred tEastion Foviced N e ey e 1904 ey
accounts af 31 March were as lofiows. = ba ol o
Tz eflect of Brrery; Afererces due

Exces caphal afcwences T2 ™ 580 o
Peraor provcrs R o (= 1] 25
Ovwr (r1) “n fay =]
Total Oelerved LRGN provioed ITe Fe o "w
ACWERCE COFDOrEien I oAty (194 ] a8 o)
Total prowision for Gefermed taxation 20 - - -
The tolsl potantisl kabdity io deferrsc) Laastion sf 11 Mach eaz &3 bilows

Tax ofiect of rming Sferences due o

[xcess caprlsl siowarces 2a8Te am 2,483 2887
Persion provision = ] 25 = 4] [
Ofwr ) 41) (e {14
Totd 2,128 T34 1,823 AL ]
Adcercs COpOPEIOn I FCOverite (184) = (1e8 rsn
Total potential kabdity for delemed eastion 1,984 188 1,740 1387

21 Callad up share caoimal

The suthorised share capital of the company throughout the yeer ended 31 March 1908 wes £2.825,000,001 Svided ints one
special fghts eceenatly frelerence atars of 01 sng 10.530.000,000 ordrery shared of 230 sach.

Thee afiofted, calied up and lully peid share capital of the company was £1,600m st 31 March 1998 (1997 - 01.580m0, representing
E.411.214 570 onfirery thares 1997 - 6,345 115,815 orSnary thares anc one aoecial Aghes redesmabls preference share)

Certain spacial nghts, sel oot in T companys Sticies of mesocistion, wors aftached 10 P sacil Fights recesrmabie preference
ware Exoed o HJ Goverrmel The share, which cared no right to capital o profits beyord &3 nominal value, we redeermad
oo by A Goverymerd on 10 Saptemiber 1957,

Of T auforeed bul umsued share capital of 7 Maech 1988, 290 . o~ ordinary shares wers resa sed 10 meet opSors
grantad under The employse Ehare opUon sChenes described in nots J8.

Orormery shares sliofed durng T paar werd 23 IDlowy.

tarwrsl veis Coresdetordy)

e 4 4

Srvngs relstar scturme A5, TR 408 11,440,802 128

Orwr wrary optien scharmes 0554 408 1LE38.623 I, a5 2

Sorp checene 2TE1.850 43,407 .

L Totsts for the yoor snded 31 March 1990 E8.088.2 < 14,004,714 144,058,454

) Conmuiersiion exchudes Contrbations Iom group urdertihings = descrbed i fote 73

During The year snded 31 March 1508 & number of sharshoiders slected 1o teks 58 or Dart of I Pt Shvidend In shares &t §
i of [18m The Aominal velin of T BFares Ssusd hus Deen lurdied ouf of Bw Capta redermphon reserve &g T wmound of
e uwicten has bean added back 1o T proft and loss reserve.




23, Reconcillation of mavement bn
shareholden’ fends

Qroup

Batances & 31 hisech 1905

Gioodwll, arising on acquisition of subsiciary and
assccated underiskings By

Goodwdl, proviously wrifien off 1o reserves, tabken
back ta the profit and loss accourd

Empicyss share ootion schemes = 57 millon shares
imwed jnoke 28

Currency monesments finciuding 39 millon net
Iosses in reapact of lomign curency
barrowinga) o)

Trardle' io o /eterves

Profit for the Snancial year

Dividends (18.7p net per orcinany share)

Ot vty

Balences at 31 March 1094

Goodwil, sriseng on sccpisiton of submickary and
‘aasociated undertalinga by

Ooodwl, previously writien off 1o reserves, Laken
Back o B prolit and ioss ecoount

Empicyss whare opiion schemes - 64 millon whares
g oy 260

Currency mowernents finciucing (29 rmdllon net
gane in respect of lorwign currency’
Borrtwing) o

Profit for tha Enancial year

Dwizigncs (54 85p not par orcinary shars)

Other mowermants

Badences af 31 March 1997 1580

Goodwill, srising on acquisliion of subsklery end
sccisted underiaiings £

Goodwil, priviousty written, off 15 regerves, tahen
‘back 1o the prolt end iosa acoourt

Empicyes share cption schemss - 12 millon shares
iwsued 1) rote 28)
Movarment relsting 1o BT empioyes share cenership tnust o)
Currency movaments (nckading £31 millon net
gaing in respect of lomign currency
bormowings) )
Profit for the fnancial year
Dividercis (19.08 net per onfirary share)
Sorip dvidend = 4 millon shares asued fhoee 2
Orher movernents

Balsnces ot 31 March 1963 1,003




HOTES TO THE FINANCIAL BTATEMENTS

T Aeconcilation of mevemant in sharshelders' Tunds jcortinued)

Y Cagtal Prom
Bwe  premum  mdevplion  and lee
coptal  soomrs B Lo ol
om - ™ tm tm
Canganits
Betorces &t 31 March 1095 155 13 TS0 9,800 mau
[rmgioyss are option ichemas - 57 millon shares
sund ot 79 " " - - 130
Proiif tor B Branciad year fof - - - 3% 2a%
Diivichrsda (10.7p net par ordinery shar) - - - (.18 fLu8g
Curmorcy Movemants jnchuding CNm et
lonzss in rragect of foregn currency borwinge) - - - e 43
Dalances ai 31 March 1998 1513 L5 ™ 1,1 14,048
Erpioyss shvs option schemis - G4 millon sharss
mad frote 29 18 144 - - 150
Profi ke e francisl yesr fo) - - - 14T 1473
Divadterts {34 B rl par orcfinary Bbary) - - - psy psn
Curmency movemants [rciusing C20m nat
omin i reapect of forsign currency borowings) - - - 155 (155
Balerces af 31 March 1997 158 L2} ™0 0004 12,008
Empioyes shee oplion schemas - L2 millon shares
wmed (1 hote 16 1 nt - - no
kcrsgrragnt Podating 10 BT amploves shavs Swnenship it 19 - - - »y =5
Prodi for B inanciel year o - - - 2130 AL
Dvicders (19 0p net per ordirary share) - - - Nz 1.0
Scrip dvidend = 4 million shares les wd jrose 2 1 - m L] 132
Cusrency mowsmerds fnchusng [31m net
QN in rempact of koreign currency borowirg) - - - =) s
Baloesces of J1 March 1904 1,803 Bl T8 LE- 13,045

nm_—hmh—-unmmn-udmunmum-nn
madaidy b Ohstrbation

) Aggregaia poodedl 2 11 Warch 1998 In respect of scquisiiors in The curment and secSer years of £3,000m (1067 - £2,671m,
1968 - CL4TTmj has baver r38n off agminet retained sermingi. The poodwil writlen off In T year snded 37 March 1990 mainfy
amds In convecion wil § g cguisition of T nieess! in Cegetsl Tal writen off in T year ended 371 Merch 18T muinty Jrose in
covwciion with P scoquiniion of shares not sy cwnad in BT Telscorrunicasionss 5A end T scqulsition of Syrasgrs Grosp
Y. that weiiten off in Pa yeur acied 31 barch 1588 maindy aross In connection with an acquisition made by MCL

i) Th Cummiative kmsgn Curmency Fansielion sdustment, which decreased relained sarmings af 31 kiarch 1984, was £130 millon
(197 - S decressa, T89S - L20m increass).

1 During T year encled 31 blarch 1998 the company lssusd shares of & markst velus of £ Om In epect of P cxercess of
Sptions seerded urder k3 principel ssvings-related share oplion scheme. Empioyses pald [ 18m 10 the group kor The lssus

of M tharss end the beiance of [85m comprissd ContrBntons Io T Gualifyng efigkoyss ENary Swesni trust rom

P urdieraldngn,

o) The proiit for B Brancial e, deall with in Sw profl and loes acoourd of Te company and sfter taking Into sccount dhvidends

fom mibsidary underisiings, was £2,130m (1967 = £1,4T5m, 1990 - £2.330mi. As permitted by Section 230 of P Companies
Act THAS, mo prolt ared g actourd of e Corpany s resenied.




HOTES TO THE FINANCIAL GTATEMENTS

1899
24. Finenclal commitreents and contingent Bsbilitles =
Cordracts placed for capial expanciture nol provicied for in the acoourts. 1,06T

Oparsting leEse pEynants payatie within ons yeer of he
balunce shest date wers in rspect of leases explring:

Within one year ]

Bateean orw and Bea years »
Adtar Sve yogry 138
Tolad péyatin within one year 153

Future minimum opersing lsese peyments for the group 22 31 March 1568 wemm 5 folows:
Payabie in the year ending 31 karcit

rika o DEOperTy el o CRMmS in CoPCBon with legal Eablilies sciEhig in e course of s operanions. Otherwioe, Tw
Proup ganerally carvies kS cwn rigi
The company has guarsnised ceriain borowings of subakiary undertakings amounting to £1,200m (1997 - [1.577mi.

Estelite consortia, In which the company hes participating inferssts, are ovpanisaiions wilhout Irnited Estility A 31 March
1994, 0w company’s shars of e sporegeds borosings of tese consortia anounted o [108m (1997 - C178wL

Ouistanding =i 31 March 1908 and 1007 were warmants entiling the holders lo subscribe in 1909 for US doller 8.T85%
uarised bonds of par, repaysbile in 2000, to be e by the group with a totel princisal valos equivaient o C118m
{1007 = E123em).

The company does nolt balieve There ere sy pending logal DOCHENGT WHIEh would Nive & Materisl Bverss BTac! o0 B
fnancisd position of results of operations of the group.

As exptained In note 150, the Company's Marpr sgreement with MCI (e BTAMC] merper) was larminated on § Nowernter 1597,
Incivichala purponting 10 ngresent classes of MC1 sharehoiders have mow fied perwentsen compisnes in B Courl of Charcery
B State of Delrwars (i "Deirerarg Sharehoiter Class Actions™), essarting claims in cornection with B original e
mnﬂhWWwﬁw#ﬂhM-ﬂﬁmM“dh
company who served s MCI drecion, m nemed g defendants in & seventsen Detsware Shamtwoiter (Class Actiora. The
comparry s rarmed 3 a delencind In SRieen of Pwes cases. The original and amended compisints lied I Fees Sfsen canss
mwunmmwmnmmamm—nnmmh
CONMiction with the than-propoesd BT/AMS merger. In addition, smended cormplaints in v of P Delswsre Sharehobter Class
Actions assirt claird In connection with e Panding WarkiCom/MCT rmener;, Inclding challenges 10 the merper laminstion les
ﬂhﬂmﬂhmﬂﬂh“ﬂhmhhhnm shares in MICL Four of Bame
Empnded complanta name the company a3 & defendant. The court, having issusd an order consolicalng Ifieen of P Delaware




NOTED TO THE FIMANCIAL STATEMENTS

24, Frnancisl commitmen s and contingent ladiiles [continumd

Srarchoicder (lass Actiora, muilsequenty deected e plariifs 1o sul ™ & propossd order vacaling thal consoldation order and
1o subymvt 8 narw proposed order of conacidation. The parties haeve sgroed hat e dedendiants sre nol obigeted o respond o e
complsants led in Tedse Bsen cases untld The conaobdston Bous has been resohed anvd the pisints serve the deflancants with
8 comsobdated and smended complaint. in B two Deleware Sharshoicler Class Actions hat were not ncluded in the courTy inftial
comsoldation Croder, Pelher the COMpary for k3 oficen who tenved s MCI drecton have been served, and have therslors not
responded 10 the complaints,

I acddition, sfter the renegetiation of the terms of e BT/ACI marper, an MC1 sharsholder fled & dervati action on behall of
MiC1 in the Court of Chancany in tha State of Deiseas The complaint Aames Bw compamy and certsin oificers and direcions of
MCI, Inctucing officers of T company who served s MCI descions, 83 defendants. Among 1w Claims ssserted in e compiaint
5 the slecation that the company scied snd Eefied breeches of fduciey duty in connection with the proposed BT/AC) meme:
The complaint dors not taks inlo sccount e subsecquent WordCom/IC] merpsr agreament. The partes have sgreed That
deferdants need not respond 1o T complaint untl the plaintifls serve an amended complaint. Mo such compisind has yet

been served.

In addition, individuals purporting 10 represent = Liass of porsons who purchased MCT sheres during the period 11 July 1987 o
21 August 1997 have fied 8 consoficiated srmended class action curplaint [the “Complaint™) under the caption In Re MCI
Communicstions Corp Securites Litigation, now panding in e ledersl diatrict court flor the District of Fw District of Columbia.
Tray Complaet supersacen Cortan earter foderal securties clms acton compiants. The Complant steges that MCI, the company
and cértain MCY officers and dinecton, iIncluding offcens of the compasy who served s WMCI drecion, violsted e federsl
securEas e by fadeg brmely 1o coscions That MO was reragotatng U= tarms of e taper with T Company

The comaany belarves st @ will preval in he fomegoing sctions.

23. Pemalon costa

The total pension cos! of T group expenssd wilhin 2249 costa was (177m (1997 - [291m, 1998 - [284m), of which C188m
997 = C281m, 1996 - LIT5m) related 1o The Qroup's Main Daneon schemas, the BT Pansion Scheme [ETPS). The mduction in e
cost in tThe yesr encied 31 March 190 was manly sftnbutable (o e grester Than sasurned retum on The BTPS msets in Mo Tree
yeur perod 19 31 December 1004, L. betwesn (1w Lest two sctusral vl w The in I the charpe In the year erclen

31 March 1097 was manly aitributabile 10 The INCrease i iNderest on the pention provisdons In the balence shee! wiach hed risen
by £311m 10 C1.291m i e year enclec 31 March 1097,

The pension cost kor The year ended 31 harch 1908 was based on I valustion of the BTPS at 31 December 1090, The pension
oat for the years ended 31 March 1008 and 1997 wore based on the valustion of the BTPS af 31 December 1990, The
valahons, Camed oul by professonaly Quaified independent sctuares. Lsed T progected und method. The vaduatons wors
deterrnined wang the loliowing long-term assumptions:

Pgtss puv arverm)

T 19

L =

Rt on eustryg sisels, reatve o markst values [ £+ L1
Retumn on hbure Ivesiments. o4 or
Paal e sty Grdend prowth ors oS
Awrgrage ncreass n retad prics Indes 4.0 5.0
Average future inCreases I wa0es g Liares (¥ ] (¥ ]

AL 31 December 1095, the amsets of he BTPS had & market value of £19,878m and were sufficient 1o cover 100.3% of tha
Berpfits that had sccrued 1o mambers Dy that dals, sfter sowing oy expected luture inCrestes in waQes Bnd satares but not
taikuing into sccount the costa of providing InCremental pension benefits for empioyees Laking eary retirement uncer rolsass
schemes e thal data. This cost, which amourted to £224m in the year snded 71 March 1068, will be tahen indo acoount ot e
et planned actuanal valustion of 31 Decermber 1999, The incremental ponsion 6. .23 of employess laking sarly etrement in the
years ancled 11 March 1097 and 1996, £258m and [296m, respeciively wers included in mdundancy coats charged 1D e profit
o s acrount In Those yaery

I e yaar endied 31 March 1908, T GrouD Made QU Civtribaions of £238m (1997 - £233m, 1996 - £234m)
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25. Penslon costs [contnued

Cartsin activities of the BTPS sw carried cud of the company’s pansion centra, sl costs of mhech are borme by the company,
Thess costs have nol been spportioned lor scoounting purposes between Bone attrbutable to Te BTPS andd those stirdwtable
19 he company because hnctions maintained lor both snfities carmot be mesningiully divicied Defuson Tem. The company
ocoupies sight propartiss cwned by the scheme on which sn srvwal rertal of £3m is peyable.

Tha BTPS asssts ave kvvested in U and crvarseas squities, LR snd oversess properten, fsd interest and indes nksd socuntes,
deposits and shori-torm Imvestments, Al X1 March 1998, the UK equiies inchuded 42 milkon (1997 - 58 miion) ordinary sharms
of e comparry with & market velue of 270m (1897 - £250m}.

6. Directors
Directors’ emolurments

The emoluments of the direcions lor the yeer snded 31 March 1958 and Te gaina made by them on the sxercise of share

oplicns wens, I summary, B3 loBows
1993 1947
£000

Galariet 1,578
Performance-relaied bomus &4z
Delerred borus 2
Cthar benefits

2,784
Payments 10 non-exscidive direciors By =9
3,055

Tolsl enabananty

Gain on the exercise of share options

fa) Comparstive figures have been restatec,
) Prymants 1o non-sxecutive director incluce fess pasd 1o thes principal employer of (38,000 (1997 - £31,000, 1956 - £24,000).
Maore detaled information concerning direcion” mmunaersbion, shamsholdings, oplions and lang-larm iNcentve plans is shown
In P report on direcion’ ermunenstion on pages X3 o 400
1957 el
Lt~ ] ke ol
e o oo




NOTES TO THE FINARCIAL STATENMENTS

1% [eployee share schemes

Tha corpary M & ¥are Ceoershp schee uaed ko empioyes share alocstions (ol sharingl, sevinga-reiated share oplion
schemes bor B3 emcloyest ko Tose of parhcpanng subsickares and furher share option schamas for salscisd group
eyt I aiso has & perioTanos Shary LN nd B KONG-IeNT METLUrErEnon Dlar.

Ehurw opOoc, schosrey

The magexr ehare option scheme, te BT Employes Sharssove Schome, i serangs related o T share options e normmaly’
eanTealie on comgpistion of & Bvee o fve-year Save As Tou Earm contract. A mimillar srangs-relited schame euists or group
emoicreey overnem Uincey e ofer thare opton scfertes, S'aw O0or e rormally exsromalie betweon Tw T s
torh arvvversaries of T ¢ we of grant. OpSors cutstancing under Fwee shar option achemes af 31 March, together with el

Mt of Murter of
ey e oy G
L] o e iy
e, of Cipton s 1988 e s of COpiians prica e ey
o e ey [ ilers o e e il
Savrgn migie pcherrs O ghars OCBon sCheres
™y i - “ [T emree Mip - 1
1998 e an L)
1995 MHip n n - . ’
TE X L ] 1 198s-20027 I 3 4
%000 o . E 1996200 axp 2 2
2000 Xdp &7 &8
200 2 4
20 275 ™ s - o
002 op B3 - Total opfiors « Sxtanding m1 F.a ]

During T ysar andied 31 Mech 1960, 5T granted 50 millon options (1957 - 79 milion, 1998 - ni] under T emgioyee
sraressve schames. The wegfted mvarage tar value of sham optons grantsd Guring e year ended 31 March 1908 has beer
mfrrated or Tw date of grant veng Sw Black -Scholes option pricing model. The lolowrg weghted sverage msumplions were
used i Pad modet an expecied e extonding one MOorEh iater Than Bw frad suercine date; estirmated srrualissd dwider! growth
rmes of spprocrrately 5% rek free iforest rates of T on optiors sxarcisatie Pres years afier T date of prant and B% o0
oplions sxercsatis fve years sfter e Crie o gt B expecind voletlty of approcmately 18%.

The wesgited verage Lok value of T share oplions grandsd in T year ended 31 Murch 1998 was B0p (1997 - B5g) kor oplions
enorCinabie Twee yeors after e dats of grant and 1.20p (1967 = 1075 for opuons sarcsatie fve peers afer e date of grant.
Tha tolal vakoe of shars cotiors granted by BT in O year ended 31 March 1558 waa C70m (1997 - (53] | in accomdence with
UK scoounting praciicss, Mo COMpendalion expenss i recogrmed for T lar value of opfions granted. See note 30 for the
Tmmtracd ander S SALP




HOTES TO THI FIRANCIAL STATESENTS

0. Implcyes share schomen Sortisecy

Optern graniad, erecmed s Bpoed e Tese Shar cpEonN schomes Aung Fa prart sndsd 37 Maech 1595, 1957 e 1990
e options exorcaabie af 31 March 1206, 1057 and 1968 were as loliows

Sorgs  Ofer share ]

et epon L e g

poiharren e, o prce e

i e i ‘_-! _______Hﬂr
Outatarcing, 31 March 1995 xm E 9 0p-ascp  Mp
{ arcaedt =] m BN 0p-30p  Ip
Ligsact o8 - NS Np4Xp X%
Outstanding, 31 March 1008 Fa" 1% 257 Tirp-al0p o4p
Graress ” - ™ Whpop
Exwoined L] < ] Bq 211p-00p =
Laped m @ M ep4p 290
Outstanaang, 31 btawch 1997 249 T M0 24p-480p np
Granted (1] - 0 Eop-5etp »p
St i " 6 pexp
Lapsed o - 00 20p-4xp 3
Owtstanaing, 31 March 1568 %3 v 201 203p-806p 31y
Exsrcisablin. 31 March 1908 - 13 13 211p-430p me
Exsrcmatile, 31 March 1997 - " 1 3p-4iilp o
Exorcisabie, 31 March 1008 - T T NOp-ailp b ]

I.‘q--r-lﬂnh—-——

A long-term remunerston plan (LTRP) and & perfonrmance share plan (P5P) wes Infoduced lor emplioyess of the group in

1904 e 1955, repectvely. Under the plana, company shares &re scquised by an empioyes thare ownersihip nasl and s
conditiorally searded to pericipents, s eugh parScents will ondy be entited o Tese shares in A8 &f Fw end of & Bve-year
period under the LTHP and the end of 8 Bwse-yesar period, which msy be sxtended o four or Bve years, under the PSP I, o

e o of Ihe appicable period, the company han met the risvant pre-Oetermined COMDOrSit Derionmancs Meassy end normady,
1 e participants e 528 emgicyed by Bw group. Aserds of sharss were granded in asch ¢f the yaars fom 1984 10 1907 under
T LTRP and trom 1895 1o 1897 under T PSP The corporste performances mesuurs sssesses Tw compary s cwersl
periormance sgainat thoss top 100 comparses listed on e London Stock Exchanga, 83 rated by the Finencial Times
(e FT-GE 100 inclex), &2 The bagirving of the relewvent performancs penod.
A 31 March 1098, 5.8 millon shares In Bw comparsy (1997 = 1.5 millon) wers held In e lor The PSP and 4.6 milon shaves

(1897 = 2.7 millon) wers heid in st for e LTRP. Dividencs samed on The shares during the condilional periods ore rsnwasted
I compary shares for the potendial banelil of M participants. AScilional informaton relating 1o T plars s e iolows:

P L Tkl

T8 war o war te0a L

= o= r= o= = o=

Vaiug of range of possltis luture ransters il o o ] RLT ] me ns A na2
Prowision kor T costs of T plars. charged 10 the

profit and oes Socount In year (7] [:%] s o { %] 10

Normanal value of shares held in st 1.8 LT 1 or 8 18

blarkat valus of shares Mald in trust 380 158 30.0 120 2.0 e

The values ol possibie future ransiors of shares Unoer T plars were based on T COmpary's shary prce 28 31 barch 1998 of
B50.0p (1987 = 445.50) The provesions kor the coats of the plars wess based on best sstimates of the company’s performancs
Over [ plam’ perfcrmance penods, reising o hose portions of Bhe plan perlormance periods ¥om commencement D o Te

Srancisl ey et




HOTES TO THE FINARCIAL BSTATEMERTS

0. Awcdiers

The suciion” semunerstion for The year ended 31 karch 1998 for T group wiis £2.904.000 (1997 - £2,125.000,
1998 - £2, 130,000, incuding £1.214,000 (1997 - £1, 167,000, 1998 - 1,170,000} kr P company

The lolicwing less wers poid or & Doyabis o the company™s swdion:, Coopers & Lytrand, in he UK ior The year encied
I Maech 1IOE:

.ea e e
Lo mee [+-=-]
Aot of B COFTCEY S ELFLAOTY RoCount 1218 1187 1,170
Aoy of S UK mubmciary urclriitgs BRIty SCOourts 810 = 9
O grvcen, incheting reguistory st end b complance work 4724 a0 4004
Tkl 0.4 &1: S5

In ackcition, fees of £1.295.000 (1997 - 01,880,000, 1590 - £7,395 000 were cad of 8% paysble o offwr members of
Coopers & Lytrard inemationsl for the year ended 31 March 1998 In reapec of sudil ~nd offer serviced 1 T companys
overneay subsdary undertalings and In respect of cther sarvices 1o fe proug

20. United States Genarally Accepied Accounting Principles

The g Corsoldated francad stalemants &e Drepersd In AcCortiance Wit scoountng Prncipies penorally scoepted In the
1S (A GAAP, wihich diler in cartain significand respects from hoss appikcabla in the US (US GAAP).

Differences between Uniled Ingdem and Uniled Birios gensrally accepied coocuntiog principles
The foliowing are the main dferences between UK and US GAAP which are melevant 10 The yroup's irencksl stalernerta.

{3} Peasic costa

Lrnder U GAAP, perwion costs are acoounted lor i scoordance with U Statement of Stancerd Accounting PracEcs Mo. 24,
costs beirg Charped ageinet profis ower emCaoyses - working Faes. Under US GAAF, persion costy sre detarmined In sceomin ce
wi o reguiremsnty of US Stmtermerts of Francisl Accounting Stancerds (SFAS) Moa. BT end 83. Differences betweon e UK
and U GAAP figures arise from the requerermant o vse diffarent actuarial methods snd assumpiions and 8 dilerertt method of

Oy Surpluses of Oefcilts.

) Accouning for redundanchss

Unaciar U GAAP, i group pereraly charges 1o prof! and loss drec! Seversncs coBfe. Drimarly Sevarece Deymerds o
Pyt in bew of NONCe, In T period In which empicywes iseve Twe group. Tha cost of providing incremental pencion benadify
i reapect of workiorcw reductions ars taken do sccount I determining currert snd lulure ponmeon costs, wrless B most:
recerd actaarel vEluaSon wncer LI actusral comvertions thows & dellc? In T case, T costs of provicing iInCreemeritsl
Prrnion birelts e NCloed 0 eourdency Cherpes i Be yesr i wfich e ergiorset ke Te grap.

Urster UG CAAP, § emGioyom. e ercournged o lesve voluntardy by S uae of toecil termination berefita, T e lerminsfion
bermin, prinarly SevsrENCe PayT™mort, CIyTrEs it beu of Notios and e asscciated cost of providing Incremental pension
berafita, sre chasped sgairat profits in The perod In whach T ermineson erms are agrsed wit The erpioyses. ¥ stalf
terminaton & Baly 10 e eniorosd, Fen P lerminstion benslits e charged ageins? profits sl Fe s when Te group

s commined 1o S sl lerminetions and T sssocisted coaty can be reascrably setimeted.

e} Coplinastion of batsroel

Unclar U GAAR, 0w group doss ret capitsiinn irserest in B3 Sroncial staterments. To comply with US GAAR. e estimated smount
of interest incured whilst constnaciing meger capitsl projecs s inciuded in eed sesets. s deprecistsd Over The lvas of P
related asset. The amourt of et capltaleed is delermwed by relerence 1o e v (8 itertst e On outsterding
borrowings. Al 31 March 1908 under US GAAP, prosa capitalissd interest of D525 (1997 - (722 wilh mgerd 1o B company
=d By pubeiciary compariss was kutyect io deprecistion ganarally cwer paroda of 3 io 25 years.

0 Goodedl

Uraer UK QUAAP, B groap writes off poncd sy rom Bm purchass of subsickery snd essccited urdurishings o scoulion
sgmnat retarmed eernngs. The goodest i reflectad R the et income of The period of disposal, Bs part of $w csoutstion of e
fEn or lom On ST, OF when MCEQRESg & Parrererd drrinalion I alse Under US GASP. such goccded i e 53 B8
Ftargle assel N O Delarce shew! ond smorised ower B3 Lasiul Me end oy The unEmorised DorBion & nclded © Tw glen




NOTES TO THE FINARCIAL STATRRENTR

30. United States Oencraily Accepted Accomntirg Principles Contrus)

] QoodwS fcordmue)

of ks recogrsasd M e Bme of deetiment Croas frooctedl water US GAAP & 31 March 1908 of D92%0 (1987 - (1, 900m) v
nutject 1o amorlEicon ow parings of 3 i 40 yeors. Gooded relafing 15 MO kas beon oncharged srcs 31 Ockoter 1997 whan
e wesimert Cossed 10 hewe Dutocisierd cormpery rlaie. The velus of goodedl 5 revewed srvuady ond the ot sacet v i3
wrinen down T 3 perrnenst dimiruion noweiue e oooued.

(o} BlstBs coftabor tetepteos Bosscas, softowre omd ciher kxtemghdo pepeds
Cartan intangilio Bxod aeeets sacofrise) wndtr US GAAP porchess srcourtng regusements o submuenod w B gocced
wrrter UK GASS Urdiar US GAAP Swae septraialy dertilfied ritsngiss msely e wbac! orxd smerined Cwer Thaw uoshd e

(7 Evwsalmratsy

Undler LIC GAAP investarts srs hit 0n T heteres shest of hesSoncal oost. Under US GAAP radie securies and svalatie-for-
sale sacurSes sro Carrind S marivet wniuo wilh SOEICTIEE VOASSION AfurtTerits Fcardec i Dot g s and sharehcicier’s ety
respactvely. The el unresised holding gain on sesldie-lor-asio securlios for e yoor ended X1 biach TH08 whech retsted premarly
1o T2 invastment in MCH wes ©1.315m (1907 - Ond, 1990 - Dl

Gl Dolerred Tk alon
Uner LR, GARP prtrebsson oy dederred toceton & generely only made for reng (ferences sfuch o expecind o reverse.
Under US GAAP, delered toestion & prowided on 8 Gl laniity beses on 88 lemporey disrsncss, @3 delined n STAS Mo 108

AL 3T March 1900, Bw achusamernd of [2.085m (7857 - [1.5Cm) mooncling ordirary sharsholdens” equity under UK GAAP o the
spproximeats amownd uncer US GAAS ncluded T tax eflect of other US CAAP scipustmarts. Tha compraed an aciusiment
Gacraasng non-Current stnets by E78m (1997 - (138m deoeass) an scfustmand ncreasiny Currers aseets by [58m

(1997 - C4d8m decemmsl an adhstment decessing Cuvant labiitios by C184m (1997 - [10m deceassl a0 aciustment
decressing mincrity inkeseats by T (T897 - Dnl) and a0 echusirnent nCremseng non-Cuvent deleted tax kabdbes by [2.276m
(1897 = £1.587m incrwese).

) Dividenaiz

Under LI GAAP, diviciends 5 recorded in I yeur in eepoct of which Ty are deciarsd fin T case of ntenm or any special
Grcierc) or proposed by B boerd of descions i e therefioiders (n T case of bnal Gwidenc]. Under UD GAAP, diwdendn
ore recorded in e period in which ddencts are deciared.

et sveoemy and shrrelaliae’ squly MooaciRion LR
Trey folowinyg stsamants wmmes 58 0o mokersl sclmatec) acfusimerty, gross of o Lex efiec?, wfach reconcis et ocome
e shargholders’ equly bom Tl mported under LN GAAP I Thal which would have been reporied had US GAAP been sppled.

Mt bcwesa
THAR B §
Mot income sppicetia o shamhciiers wndiar LI GAAP

Adpasaraents dor
Peraion costy

FRadurasncy chargss
Captaisation of inderest, not of relsted depreciaton
. Goodell srerization

Mdciale foerces, soffecre ard ofher intargbis et Cantadamton e
wrortestion, net

It

Dupterrad tamaton

Other Rerra
Hel income & sdpated or US GAAP
Basc earmings por American Depositary Share o aciusted for US GAAP &
Devtad eerminga par Amercan Depositary Shars 23 aclusind lor US GARP fa)

1

§ed

s
tm
Lo

8
nsn
e
[

FE R

X
- @
] L

1,808
28
284

ERlgc.0 sgBy s

F1HE




3. Usited Fiates Gensraly Accapled Acceunting Principles jcontrued
Erralraiiary’ ety

Sraretoiders’ ety under LI GAAP 10,Tes s

Adustrents for;
Parsion oo .osn

Recurciarcy cocs nn
Caplainasion of interest, fet of misted depreciation o7
Gooded, ret of soouruisied smorimalon 2148
Mot koances, softeary and Gfher intanghis asel Captsieaton and Smorimalion 260
et =]
Dilerrad m=aton n.84n
Divichond ceciared afesr The francisl year ond B4
Ottwr fisora -
Sharehciden’ ey a3 achuited for US GAAP 11,588

) Esch Americen Depostary Share s equivalent 5 10 orlirary thares of 250 sech.

Himority ndncsals

Under US GAAP. the mincrty intersst charpe would have been reduced by £5m (1997 - Cnl, 1596 - [nl) sfer austing lfor
ponchedl amomsaton. Mel assets sirbutatie o menorTy rerests would hove been T 1m hagher (1807 - Dnlj sfter acjusting
o pooched, Irvstments Bnd Offer Benma.

Accomrtiong for chare eptiorn

Urder Us( GAAP, e company dom rol moogniss Compenaation sxpenss lor e e value, of the dete of grart, of share optiors
presviad uncter the empicyes sham option schemes. Under US GAAP, B company adoptad The disciosurs-only option in 5FAS
Mo 173 “Accounting for Sock-Besed Compengaion” in the year ended 31 March 1997, Accondingly, the compiny sccounts
for shaes options In sccordence wilh APE Opinien Mo. 235 “Accounting lor Siock lesusd 1o Empioyses”, under which no
compemston mperee B recogrised. Had e growp expensed compensation Cost for oplions grantsd 0 acoordisnos with BFAS
Mo, 177, e group’s pro lomma fet iIncoms, basic ssrnings per thare and diuded eamings Per share under US QAAP would have
teen 1,00 (1997 - [2.128m, 1998 - T1.A00mL. 22 5p (1997 - X6, 1596 - 28.7p) and 22.1p (1997 - X02p, 19606 - 20400
respactvely Tha SFAS Ko 12 methad of acoourtrg 0os notl Boply 10 Ehare options granted befors 1 January 10645, snd
accondngly, B meuling peo lorma comparsation (osts mary nof be representative of hal @ expecied In luture years

Ses rote 78 kv Bw 50 Mo 170 deciosurss of The e velue of Opions granted under sTRloyes sharvasve schames ol date
of gt

CoreaIiod Wiltmardt of caoh Oows
Urier UK GAAP, D Conaniciated Staterents of Caxh Fiows sre presentad in accordencs with UK Firencial Reporting Standerd

Mo 1 FFRS 1) The stelemerts prepared under FRS 1 present substarsially Bha seme information s thal reguired under 5FAS
Mo B8

Urnder SFAS Mo 2 cash and cash equivelencs inciuds cash and ghor!-erm irvestonds wilh ongenal maturies of Bvee months
o lmas. Uncier FRS 1 cash comprisss canh In hard ond 82 bank and cvernight deposits, ret of bank overdrafts.

Ureter FRS 1, cauh fows ars presented! ko cperaing acSvilies; miturms. on investimants and servicing of fnancs; tasalion; capital
epeniihos ard rsncisl rvestrerts, acquislions & dapossis, dvidencs paid 1o the company's shareholcers, manapeeTeasnt
ol ke mmcwrces ord bnenong, 5FAS No. §5 requares & clasalcstion of cash Sows s resulting from opeating, wesSng and
rECr Kb
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30, Unitsd Steies mm_muﬂ.

Cast fiows uncer FRS 1 in respect of inferes! receswec], interest paid (et of Tal Copitaliond wci US GAAP) o) lesaten motd
b InChucied whin ODEETNgG ACDwiies uncer SFAS No. 5. Cash fiows fom purchases, ales Bho) maturBes of ey SeCurlies,
whils not seperetely Kenlied under UM GAAP, would be inclutied wilhin opersfing ecShllins unche LS GAMP Capitslinnd riswest,
whila not recognised under LK GAAP, would be ncluded n invessng actwes under US GAA? Divadencs pamd would b rckuded
wihen Sraraing achvies under US QAAP.

The lolicwing stalernents sernmariss Tw tstemess of cash Bows &3 § Py had heen reserted N accomisnce e U™ GAAR
! inchcie The adustments which rconcis cash snd cash squivelerts uncier US GAAP 10 caah of bark 80 in hand reporied
e UK GAAR

1ea wer e
[=9 o= o=
et 3 prowected by OOREITY ECteateT 2847 5,008 5028
et cash caed i investing actvioy 100 (2,589 azsn
Mot cash used n fnarcing sctvites e (1,847 nsmn ars
Hat iInCraese (decresss) in Cash snd Cash equivalents (1,99 L)
[fect of exchange rate changas on cash n ng 4
Cash o camh equivalents urdier US GAAP o begerring of year 2343 1287
Cash sndl cash squivelents undier US GAAP of snd of yesr E ] 238 1397
Shon-tenm irvestrenty wilh orgenal maturties of less Tan J months pog enn namg
Cash ot bark gnd i hand wcer U GAAP of end of year [ -] = m

Current sssed investments

Uricker LIS GAAR, imestments in deid securiioz woukd be cleaded a3 effer Facrg, svadabiy o iaie o heid-lo-manr®y Tacing
vertorts woukd be stated af far valuos anc the urrealesd pars B aces woukd be roiuted & rooesn. Sacute clessio]
53 pvadabie-tor tale woLkd Do Stated B lar valled with urealsed gar'e o Dusen, Mt Of Sulereed e, FapOried o
sharsholders eguty Dedt seCurfe clasafad 53 Neld-0-Msturty would b iaied o smorimed conl The ooy anatytes 00
not inchade securites. with origenal mahurites of less Than Sres months.

ALY MaeTh 1990, the group held racing ivestmants 51 B camying amound of C384m (1997 - 0173 wilh tar values iokaling
e (13657 - 0173w Hel-to-maturty securifies & 31 barch 1997 and 1950 comusted! of T loliownyg

il

Ui Govmrnment securiies and other U lsted investments
Cosmwmarcial paper, macium lem noles and ot Mvestmerdy

Total ot 37 March 1968

LK Gowernrmont securities and ofher LN lnted investments
Cormmercial papes, medum term noles and other mvestrmants.

Total st 31 March 1097

)
gb 1816 slelzml

The contractual matuntass of the held-to-malurity debl securiSes = 31 karch 1098 were = Sollows:

Efiﬂznsuﬂ{

Matuning on or before 31 March 1599
Maturing sfer 31 March 15939

o=
b

Total st 31 March 1098
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33. Unitad Sisizs Censrally Accepted Alccamtineg Principhes ortrue

Pwmion costs
The lellowing posion for Bhe man porion schirme B computsd i Bccordencs with LS GALP peraion accounting russ under
SFAS Mo BT ! SFAS Moo B, T efiect of whach i shown In Tw abowe mconclieton Eatemerts.

The person Cost detersired urder SFAS Mo §7 eqursments lor Bw year ended 31 Mach 19593 wes calculsted by rlerence
10 B pecied bong-berm rabe of melurm On schems assets of B.2% (1997 - B.2%, 1995 - G.6%). The componants of the permion
crmt kx Tw e pansion SCherme comprus

1908 T 1L

[ [ (]

Cost of berwfits sared durry Te yaer a7 e 268

rieres! cosl on promciad bore’t obigation 1,554 1,845 150

Actugl reburn on scheme assety =% ] 2.0 [ 2y ]

Ml smortasiion ard Cekerrsl 1840 m 1244

A onel cost of lerminaton berefits e =a 8

Pergson cost for tha yesr under LIS GAAP 457 a5 50

That projected benef cblgaiion fof T TEN DEnSon SCherms wis Gtermined using Me lolowing Essumpiions o 1 Jenuery 1997
nd 1 Jaruery 1908

thod L)

T CORMEE [ BV

- -

Discourd rate T2 77

Fanta of huture pary INCreeses [ § ] is

The determination siso ook Mo sCCoUNT regurements In Se scheme & ' ufure Dengion NCressos.

Tha information recuired 10 be disciosed i accordance with 5FAS Mo, 57 - vceming tha hunced stshus of the main schame ot
31 March 1007 and 31 March 1000, based on Tw valustions o 1 Jemuary 1007 and 1 Jerusry 1998, respecSvely, i ghven belos.

i ] T
[ [

Actuarial present vaiug of sccumutated beneft pbigation dus
10 sl and preserd empicyees [ Dereidly vested) Fe 18
; Projected berlit cbiigation ;me1s 20D
Sicherme sseets at kur velue mees 19879
Projacied benefit cbiigetion in extens of scheme sssets - Lo
Urecogreed rol obigation i dute of ii..d spplcetion of SFAS Mo 87 f) 202 I
Urwecognised prior service costs iy 23 w7
Ower urrecogrisad net gairs e I
Actnues peraon cost under US GAAP (z.0a1) 2355

i The urrecogrised net obligation af The date of intisl spplcation s being smortised owar 15 years om 1 Aprd 1588

£y Urvecognined prior sorvice osts on scheme benelll Improvenments, are beirg smortised over Deniods of 15 or 18 yeers
commmsnTry in T yaars of T ntroduction of B Fngrowerments.




Subsidiary and associated undertakings

Brie! detay of principal oparsing subekdiary nd sssocieted undertzhing af 31 March 1958, &7 of whch were urSsted urdess

otherwise itsted, wors an follows:

ey g
o

Subsidary undertakings Acimary capisl B Consrtry of cpeestors ik
BT Australasia Pty Limited @y Communication rlsted services 100 orcinary Aomtraha
e products. Drosces 100% prefererce
BT (CBF) Uimitad i Francial markst telecommmunicalion 100% crdirary oot
oMt prirvider o o
BT Catdeahips Limited jy Catumear) cwrer 100" ordirary et
BT Carmmuncesions. Telacomrmurscation 100%, ordnary esrratoral
Mgragement Limted iy SErViCES, Drowicer
BT France SNC Corymurication related pervices 00N mgulty Frarce
e prochucts prowacar
BT Lrnited Comrurscatcn it Sorcey 100% ordirary Irterrutional
ored products provider
BT Hong Kong) Limdied ) Cormrrurecaion rbsted sarvess 100%. orthrary Horg Kong
o] products prowider 137% predersrca
ET Hetwors Informaiion Cormmuracaaon rlsted servcm 51% onlrary Japan
Earvices Compery i and procducts prowicer
BT Morth Amarica Inc iy Corymurscanon related rvces 00N common USA
B prOUCES DT
BT Property Limied fy Property hokng comperry 100% ordieary Unise! Mirgdom
AT Subess Cabies Limniied) Catss marterancs Smd sepss 100% orSrary Ursisd Fangeiom
BT Telecomurcacionss SA iy Commursssiion relsier] servicm 100N orlrary Somn
el procducts prowicler:
BT (Worchwickaj Lirnited iy Irhrrabcrsl el o sion. 100% ordnary et Tatraald
Mt Fysieens Dromwicer
Call Corrections Limed o Colile e ommseaion B0 orlrwry Urned Kargeiom
BEVICES DROVICEr 6% proference
Colirmt Oroup Lielied iy Holding comparny for e Calinet group 60% ordrery Uit Koo
Caliret Schutcrs Limied lnageng Berucs prowier oy 0% ondrary U] Kongioem
callisr Wwophone Sysiems
Concert Communications Tetecorrrmunication sardces and TE% ontrary Irtsrratione
Cormgarsy i rafaTri ByrieTe. (R
Europe Fiomatgue SA iy Systmow iegration and 100% crdnary France
mppdcation develcprrendt
First State Computing Unt Trust g Syaiormes réegratcen end TR eguity Acmzraba
apphcanon devsiooymart
iz Telecom Linted fiy Telscommureaton servces BOpher TO0% ordirary Imie of Man
Syrtagra Growp BV Syt rlegraton s TO0% comvnon HefFariands

i silon devslopemend




BUSSIRIARY AND ASSOCIATED UNDENTARINGS

et il
BabakSory wndertakings i eofted
ontrusd Aty L Conrary of eparznona )
Telecn  Securicor Mobde celuber tekephone A0% orclrary Unitad] Kingriom
Calutor Racto Limited wystern provider and cpersior
VigstTerator Catile Cabile trievision Servics provicer 100% orcirary Ut MOnpeiom
Company Limdag
Yoliow Peges Sales Liniled Yelcw Pages sales contracton 100% orclirary Uniiad Kingdom

P i) Swtugh Intermeciats Molchng COMpany:

£ The proporton of voling nghes heid coreeponc o T 8ggregate Interes! Dercantage heid by Te holding company arnd
sutsachery uncheriskanga, Lrdges ofwerwisa sisted

&) Al oversass Unclertakings sre INCOMPOreted In their country of operations. Subsidiary Undertaldngs operaiing Intermatonaly

ore ol incorporsted in England and Walss.

Apsciated uraberakings

Share capital

Brurs Cafutar Limeted

a1 05 beillon

Cagetal SA

MI3101Im

Marw Zgatare]

relatad services and

SFe100m

Sonngboerd Intenet
Sorvces Limlled

Intarmel sarvice
proeviciar

§

Unitad Kingdom

Teloro o= 48

Comrurscalion
related services and
products provider

Communication
related garvices and
producty prowider

NLO 0.1m

Viag irtersom
GerbH & Co

Comeurscation
related services and
Prociucty prosicer

fa) lssoed share capilal COmprises orinary OF CoMMon shares, unless oferwise stated. Al westments are hekd Mvough

FRerTale NOKING COMEEries.

B A pversais undensngs s InCoporatad In T Country of cpeESons.




Quarterly analysis of turnover and profit

s TES Pias EnElD § BARSH i

ey et et 3 am Total
Om on [ Om [
T 37e s LT ] ass? 15,840
Other cowrating inooms ja) = = m &2 T2
Oiperating profl iy = M 1148 B4 887
Grrps share of profity Jusses’ of EscCiate: oS gL s (-] 2] m (==
Profit fioss) on sale of group undertalings 2 (-] & - (=]
Fiwres? aCeival b = n o 14 15
ket puryabie: e (105 nog ma 4]
Profit on ordnary activies Geicve taxsfion 1] L] 1.9 ;m 3z
km#m-ﬂwﬂi-ﬁ
Corporstion and simisr taxes am -4l ] (] re: L
Wirctsll - =3~} - - [Edl=
Profi oss) on ordinary activities sfier taxafion ex ™ oz 1.
Moty iferesis 0 L 4 R [z=2)
Profl foss) lor e fnancial period 500 (= -] T20 e 1,708
Esrmings floss} per share Lap [ L 1n2p a5 My
" Emmings per share belors excepiional Bems wap 15 LR 8% LTp
Fulty diuted sarmings Der slare 2 n's 11.0p 1% map
Fully dluted earmengs per share before
enceptional Bame 2p T [+ -] [ L] iy
i Inchuding MICH merger break up lee net of expensss - - m - far ]
iy Inchuciing recundiency charges L] 1 15 T4 108
mALTTEE) VEAS NGO 11 WARCH 1MRT
Cuwtery " rd e an Tatal
O [ o= = [
Turnower 3841 ars am Jm08 14508
Other cparating Income -] 7 n 24 108
Operating profit 870 ™ 10 - 3242
Croag’s share of profits of sssccisted undertaidngn n “ mw 20 1%
Proft on ssle of group undiertakings 4 - 4 - ]
Irteres mcerralie 44 [2+] 5] 4 o4
lterws! payalie BN (] i ™ (=21
Preméum on repurchane of bonds - (] - - (]
Prodit on ordinery activlies belors taxafion [ ) ™ oo 95 3,203
Tax on profil on ondinary activities [ ] [+, )] = o] = ] v, 10
Proft on ordinary sctviies after Laastion L7z s [ 551] 59 2101
Minority interests Hl a m an [=2]
Prodit for The Brancial perlod 560 1 L) 448 2o
Eamings par share 20p T3p Gip Tip pE
Fully ciluted samings per share a% TIp ip BSp >p
i Inclhuding redundancy charpes - 158 = ] 87




Financial statistics

Fr_acial roiles
viaS fESEE B MASTE

198 1 Te0e war Te08
Earnings par share - porce ;s s ns LT ] 0y
Growth in nel dvidencts por shars % 71 a0 a8 a1 o4
Asern on coplsl eopamyed % £7 174 158 183 189 193
Cimaring - rat clebt o scpalty % &) 23 178 T4 18 8.1
Irtarest cover | 130 03 m2 252 wr
Dwviderd! cower (af o L7 18 17 17 18

g 1607 et Vi figures exchuded B effects of Tho soecisl hvidend of X530 per share e in Septamtar 1897,

B The retio s bamed on prolil belcore b end irterest on long-term Boroengs, 10 sverage capitsl enpioyed. Capitsl smpioysd &
repruserded by Ioasl isaets lews current labilSen, exthucing corporate tases Bnd divichencs peyabie, s provisions ofher fan
Toee for dederved taation Yesr-end Sgurss ere used in the compautaton of T sveage. exoect in B cowe of short-tlerm
reatTerts ad bomosTgn shery aewage Caly Laarces i used I e [ace

i) Th rtio b8 besed on borrowings met of cish end shor-term Ivestments 1o Capltal srd reserwes ond mancorty intorests.

5 The rusmber of Brre net Inorest Royabls B cowersd by operasing prolit. In 1995 anc 1057, red Ftorest exciudies e premiums
pard o B repraThase of bondds,

i The rusrter of Brmes dwvidiench &8 covend by oo . T lgure ko 1990 exciudes e eflect of Tw windiiall i charga.

CrpencT™um on resesrch pnd developeae- .

TR S Y -

- oun e ] L 1ria
T o [ e [~
Em 00 m e an 27
ErpamSinee on tonglils fizsd szssts
WEAS FEDUE D -
Paart ard equicsmend
Trarrasion equagrTent [ -] 1,080 1,114 1.1 1,219
Fachurgs equapmars 47 L] 560 -5 s12
Otfer raterark spugment s an am L] soz
Computiers and offcs equprment ol ] 33 m 30 m
ctor wotwches and ofher 153 Fall L] s =
Lared s bealclnge. 51 s 7 1] nm
ircraase (decreane) n ergrenTyg sore 24 Hi ns (= ] L]
Tl expercituee on angbile foed sesety Ay 2.mn am 2 3,000
Decream roremse; o cradaory no (=< ] (-2 ] 04 (o
Cach outfiow on purhass of gl G assets 2981 2,538 2547 28N Lo




Operational statistics

Call grverih
VLS DS B WARTN .
1o 109 908 T 1950
% prowth in fuoed network call volunes Over The [revious year:
Sesnd T T
Irsermational i 3 L .
A Ougoing, ncomeng ond ersi,
Ezchange fine connecliong
AT 31 MARCH
Buniness (000} [ §F] 6453 & T.180 7.5
B growth over prewioud. yeer a 54 52 L% | 50
Pasiclontial (000} 204n 20813 WSO 2008 0,1
% growth (recuction) over previous year 18 ar 1] ns W
Totad exchange lne connections (000 B0 Ton Fi . ] Ts53 anes
% growth over previoun year 21 18 os ap 0.4
Bsterarh eoriarrdaatigs '
AT B AT
% customer lnes senvad by hype of islephore emchange:
Cagane T49 =7y BT ws 100.0
Eermi-glectron: ME 172 123 TA -
Erectro-rmcurs os ot N - -
Toial 100.0 1000 100.0 100.0 100.0
Optiesl Mo
AT B Al
Fitre - idiomatres in Bhe network (TO0) 2577 e 3043 e 1581
Cailinesl [Coliular tolephones by the UIQ
BT 30 wAREE
Digetad G253 [OODY - M = 1,123 2,333
Analogue (000 1019 1.700 2me 1573 774
Total 1019 173 2.%9 2698 2077
Payplorss
A Y AT
Totsl pubc payrdeones in Tw UK (000) + ] = m 1% 1
Peopin ewgployed
AT B AT
Total empieryass (TO0) 1580 175 mar 75 1.7
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Price comtral

Urher B company’s cence, Mers e reslricions on The prices B mey charge for k3 main switched ielaphons servicss.

Tha compary’s poriormance egairat Tis prics conairaind, which b Inked 1o the anrual movernent in the retall price indes PR,
s shown bedows,

TEAN COwKTRCHERG | AUGUST ] oo s e a7
% AP movermant ot the relevant period ) 12 82 ase AL .84
RPY lormads in efiect Y 50 s s sy sy
W requingd recduchion in prices & Boeq aa 38 [ =] (.55
% rechclon i prices cworsd [ 35 (182 [ LX) (.5949

) Arrwal Incresse in APY 1 previous June.

&y From 1 August m.th“mummmmMMhNMMhﬂﬁhﬂ
ET's residentad customsrs. The previcus formuts covered Such services suppied o oll resicental srd business custormens.

) Afer parmitied cary loresrd of | my wrused alowance or shortiall fom previcus years.
4 Prce changes. implermented o 28 oy 1990,

Ezchgnge dse dieconnsctions for mon-paymeni of o2g

TLAR TEDLS I MASCE vied

et ety Jre Sty gy Seo
Business MO0 n 18 18 1% 15 ]
Pusiclartiad {1000} L] n m B4 ] n
Totsl dsconmections (000 17 # B 103 10 .5

Oet How D Ao Feiy bdar
Busiross (000 L] " ] 10 13 "
Flegichertial {0OCY T -+] <8 & -] -]
Torat Gecormectons (00} % ™ = ) ™ n

mmumummhmummm—uﬁpmuw-Hthdh
relevant b, encep! in cases of sunpected kraud. Ganeeally, CLSIOMSrs who &8 late I Deying receive &f lsast bwo remincers from
BT, one ol which s normaily given by lsiephons, bedors Bhe compasny considens disconmection. BT Lakes this action ondy &5 a last
FEsont, &fer reairicting the senvice 10 incoming calla onfy and piving CUTIoMEN BN OPROTLINTY 10 BQred Mivised pintnert plans,

Classlfied dreciony business in the UK

The company i providing the loowing irdormation with respect 10 s Clatafled Srectony business in the UK in accordance
with undiertakings macs with the Office of Fair Trading in July 1908, For the yesr ended 11 March 1094, the classified directory
h-utrm-nmmdnmnm-anmdwmum-m‘uumu-mlllt.
& empioyed net aesets of 138m (1997 - D151m). Since the classfied directory business i integrated with the companys
wmumwmmmummmmuw
and pasets

8T i roceared (o mtmit srrusl suckted accounts in respect of the classified Greciony business o B Direcior of B Ofice of
Fair Trading within nire monthe of the company's firancis year end. Coples of these s, whan svalabis, may bo
oblaied bee of charge bom the Finsncisd Directer, Yalow Papes af Cusens Wik, Reading, AGT 7PT,

rmwwmmmmmmmumwymu
presentetion of the 1§99 figures.




sdditional information for sharehold

Ansiysis of sharsteidings e
AF 30 MamCan ViR P ] of hoaad el of e
1-20 2080 a7y 150 a
400 - 190 a7 »3 m 50
800 - 1,509 14050 178 z at
1,600 - 9.009 108081 [ 8] s ] an
10,000 - 99,990 2845 o2 n 14
100,000 - 999,999 1,408 a1 502 1A
1,000,000 - 4999500 o9 -3 =2 148
5,000,000 and sbowe RNt} 172 1.} 150 s
Tomal 2000977 1000 aan 100 0y

) Uncier T BT Long Term Remurerstion Plen and e BT Periorrmancs Share Plan 10 milion shames wem heid in irust in sesoect
of contingant swards of shorss which have been grantsd 1o 570 pertcipants in T beo e

&) Uinder the BT Employse Shars Ownership Schame 30 iniion shares wem helt in tnust on behatf of 131870 pervciparts
who wers Denshcally entified o De ohams.

&) Approsimatedy 110 milon shares. wers represented by American Depostary Fecests and & burther 12 millon shares
wory haid Dy & romires of the Toigo Siock Eschange on befad of rvestons. Anafyss by sce of hodding i not evalatss
lor e holings.

o) 20.4% of the shares wers in 1,996,319 Incivioual holdings, of which 179,245 were joint holdinga, and T2.0% of Te
i were in 41,058 st gional holdings.

Ustings
BT has a ksting on the Stock Exchanges in London, New York and Tolyo,

OT shares e tracied on the MNew York Stock Exchangs in Tw form of American Depositary Shares (ADSs). Each ADS
ragresents ten orinary shares. Trading on (e New York Stock Exchange b under T symbal -BTY".
in Japan, BT shares sre Facked on e Tokypo Siock Exchangs under T code “PE34 ",

CREST: London Stock Exchange sctBement rysiss

The company’s ordinary shares are seftied in CREST, the computerised systam for semiing sules and purchases of sharms,
CREST i & volunisry system which eralbies sharshoiden, # they wish, 10 hoid nd Tansiyr ther sharsholSngs slsctroncally
rather than by papor. Sharshoidors who wish 10 retain Thes Ceticates are abde ko do so.




ADDITIONAL INFORMATION FOR ENARERKOLDERS

Peorsemel equity plana (PEPs]
Detads of BT singls company PEPs and BT corporate PEPs offersd by the Halilsx mey be obisined from: Halifax investment

Services Limited, Trindy Road, Haltax HX1 2AG, Tel Froedes 0000 371 785, Other PEP managers offer simier products.

Poowita srmmowmcysndy

Expacied snnouncamnds of resulis

sl quarier 29 Ay 1998
g querier snd hall yaar 12 Nowernber 10940
Il quartey and rere Fortts Fatwusry 1969
o0 QU v kll year dny 7959
1909 srwuad supor ot aocouets Publstod Jurm 1599
Ceivichemuds

The proposed 1998 sl deidend wi Bo pasd oo 71 Septerter 1o sharsholders on T register on 7 August 1968
Tha sspeciad dhvidend paymert dstss in 1899 ore

THE0 rasren dhceed payalie Fetwuary 1998
T Sl chvdlondd proyaise Sapisribae 1925
Dévictend mardsts

Ay starshoider wishing dhvelends 1 Do paid GescSy R0 8 benk o buiing sooety socount should oontact the Regista ks
& dheidiand mandate form. Dicionris paid in Pes wary wel be pasd Pvough the Baniesrs Autormst-d Clar Sysien [BACT,
Zerip dividuegty

In fhe yeer ended 31 Merch 19850, e group intost _ed the B e dividand plan 1 siow shareholders 1o slsct 1o mceive
scicSlional shares in low of & cash dividend. The crige per thame of The o' diviclend paid on 16 Fabrusry 1908 was 480 %0
Nw&:“m-ﬂﬁhﬂhmmh-ﬂdhiﬂlﬂm-hﬂ
on 21 Septemter THGL The test cate for Daging menceses bor T BT ghees didend pian i respect of the Enal dvidend i

7 Acguat Uil

ADR Stwrsiclier Farvioes Prog e e

Do of ¥ Morgan Geawanty Trust sharehoider services agrase, Foluck; arwestmond of dvicorss, sre mvaiebily fom
Momgan Gussrrdy Taust Cou of Mew York on 1 800 740 1557 foll s in ia USA) or »1 781 575 £328 (bom cutside USA) o an
writion rguEt fo the ADR Deposiiary.

Form 20-F

The compary wil e s snvuasl seport on Form 20-F w4 the Saturiies andt Exchangs rmmisson in e USA by

30 Sepiember 1558,

Foguictory Bomncial slaisamssty
‘lhm-mmﬂlmﬂ_-h_-uﬁﬁw-ﬂh bifwech: VRSO,
5 recgered by Ofil, by 31 July T3 BT will a0 pubSeh Curert conl Fenpnoind Siaberrants for fh Buminmsnes and Acthites for
B y== eciudng long-nun ncremertal cont idormstion tor Tha Metacrk Burmirsss by X0 Moventar 1908,

Cogies of B0 Form 20-F, fw Feorcisl Stemeres for T Bosresses e Actvilies, [ Currorg Cost Francisl Statements s
Getzis of Quistiery sl srrourcavReTE, whan oralebis, may be ctltsred on qued bom e BT Seretokier Helpline
provecind by $w company's Regisysr, soe pege 88 flor Jotaiy.




APCITIONAL IAFORBATION FOA ENARINCLCERS

T Fegdstriar BT Pazrhobler Hoipi-a
Uopds Bark Regecran (450 Tl Prowgtes 2008 100 4141
The Caussusy Fam {00790 E00C02
Wrturg, Yilest Susees Fooam cmartsss.
B B0, Ergiere] Tal o44 1900 EYMED

Fax «44 Y20 K06
BT Berlh Rxorics e, ALR Deveoaltasy
Irgrtcr Folatcrs oromn Camrarwy Tnst Cormmary
&0 Esst 52 Streat of N York,
N Yook, NY 10022, ALR Servcs Corter
umA PO, Box 203
ol 1 800 331 4568 Bomton, LA 27968005
0 rea witin USA and Canads} U=
or +1 212 418 TTRT T 1 000 64 B398 Sol bey
{rom cussicly LISA, prd Canecis) or (TBT) 575 4228
Fx +1 212 418 TTO8

-l POy toen
BT Hupand KX Sl Baacling Agrsd ta lxpan Omahr Oftce:
AFK Wort Bulking The Toyo Tunt & Bording Co. Lt €] Fuatems-macts 3-{omg
12-2 My 1-Chome Tebyy Offce Crwo-¥a, Osaka 541-80502
Mbrato-iy, Toiyo 170004 1011 Migehmura T-Chome Fwrparate Agency Departrerd)
el ot Ky, Tolpo 137-8001

0% 4552 000 T R 222 1111

Tl ) S6E3 5111
Fruwrvisolter emguiries Gl prirhis et g
Lcryetn Bark Fegesirars masrtan BT iy R e s Thia meport & svaslatits on The
shars regutier and P separom BT BT Cante BT waty ste o
Crrpiepes Srars Crrersig Schame B Mregme Sowst [ e Sy
mgpatet Thery sfad prowicie a BT Lowgion ECLA TAJ eharaboider oy bt
Srwrefcicter Hetping servicn. Ergiard

A bl bt of B cortact, end a0

Sharetoiciers wouk] cortac! Be Tl @177) 258 SO00 Soudark b
Fogter [utals stove) ¥ Sy Feu @177 288 S50 M-
haw mny ercLEes. Bhoult B Foom cverems:
sharshoicing. Tl +44 11 254 000

Fam «dd T 258 =00




Glossary

Term wsad b UL regort and scconants

mchvance corporston tax (ACT)

Assoriied USRI

Capital showarces

Capeisl recermpion Mmesrve

Crecitors

Coaciiory. smounts laling due wilhin Ong year

Crecitory. amounts taling Ous sher more Than one yeer
Debtory smounts beilng due afer mone Tan o year

Ity N amsoouted uncertskngs
Lowra 1 sesocatedd underiabangs
Mt it wihod

Oreny weork canitslined

Profi and loes sccount [atatement

Profit s loes sccount
funow “capital and reserves’ in balance oheel

Prede for Bnancial year
Profit on sale of keed sseetsy
Prowision lor deubthul detes

Fledundancy charges

Ehare prarmium sctount

Tangithe fixed asssts
Trade deblors

U3 ogeivalonrt or delinition

Finarcinl statermerts
o dersct US equeralent. Tax poyatie on company desrtastions
mcoversbie Form UK taxes dus on INCome

Esty rvestses

Tan Cprocianon

Other acklitionsl capitsl

Accourts payable and sccrusd kablities
Currerit hatdites

Long-term kataliten

Ofwr ron-cument msscty

Payroll costa

Capital s

Morr-caurer! irastmena

Crwnership with sbeckuts rights in parpetulty
Local and long-ciatance calls
Securien of equity irveslaes
Indebiednass of squity invesiess nof curent
Book vahme

Oer current Emsety

Costy of poup's empioyees engaged in e consiruction
of plart and equipmant for Cwn use

oo
nCome atatirmens

Patsined sarmenga

Hel Incoma

Gain on dispe o of non-Current sssets
Adcrerancs e uncollsctable recefvabies
Long-term labStes ot an debl and spaciic
ccounia payable

Earty reloass schorms expenses
Sharsholden’ squity ot Tan pakd-up cagksl
Acdhonal pasd-in cagetal of pasd-n eurpha ol decrbntabie)
Sharsholdeny’ squity

Irventores

Property, pland and equipment

Accourts rcshvable (e

Farvaruss
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Acoouriing policins 48, 44, 4T
Addivonal irdormation for sharsholoers B4, 85, B9

Associsted undertsiings 18, I3, 43, 44, 5B, 58, T9
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Hermuneration T3
Rapar! on corporate govamance matters 29
Raport 1o sharsholders 42
Blalerce shosts
Compery B0
o 85
Businems praction, slatemnent of 32
Buniress review 014
Call growth 17, &2
Capital exparciturs 22, 13, 81
Cash fiow staternent 40
Calluler telephonss 17, 18, B2
Chairrnan's stalament 2, 3
Chie! Exscudva, iMervies wih 4, 5
Clasaifed dreciory busiress B3
Competition end the LI aconomy 10
Contingant knt:lites 08, 80
Coporste poverarce 30, 31, 32
Crecitors 28, 84
CREST 84
Dabiors 80
Deprecistion 48, B2, 8
Dinciors 28, 27
Enciuments 37, TO
Iinterests In chares 30, 38, 40
Proposed for slection of re-slaction af AGM 20
Femunerstion, repon on 33-80
Pleport 28
Fasponsitlity sixtorment 41
Divichondd cower 81
Dwidercis 20, 84, 81, 83
Dwicencls par share growh 81
Earrengs per share 20, 43, 43, 84, 81
Ervvonmant 14, M
Exchange bne conracion B2
Financel Caercsr B9
Financial commitments 84, 89
Francial highights 3
Frrancial instruments 44, 47, 61, 62, 3
Firancial refics 81
Firancial reviow 15-28
Firancial statctics 81
Fren yoor financial surmmary 43, 44
Forsign cumencies 48
Gearing 81

Going concem I
Goocdell 23, 44, 64, 87
Glossary BT
Fierest 19, 20, 48, £2, 53
Irterest cover 81
Internal finencial conteal 31
Ireastrants 44, 54, 69, 80
Loa s offwr borowinga 81, 82
Long Term Remunention Plan 34, 40, 72
MCieriiCom 2, 6, 8, 18, 24, 63, 89
Hat et 42, B8
Hetwork, modermmaton E3
Other opersiing income 18, 51
Operating cosss 18, 19, &2
Opershonad stanencs B2
Optical fitwe 22
Peyphores B3
Perasra 23, 34, I3, 48, &4, 88, 7O
Pacpis
BT peopls 12, 13
Employess share schemes 53, T, T2
Mumbers TO, 62
Perforrance Share Pian 34, 40, T2
Price contecd @, 11, 18, 18, B2
Profl and s acoowd 48
Prowesiona fior kabites and charpes 84, 65
Cuartarty sradysis of lumower and profit B0
Reconciistion of mowemerd in shareholdery” Lncs 08, §7
Pleguistory paseacy and réormeson 63
Resssrch s dewsicperant 82, 81
Return on capitsl employed 23, 81
Tk marogererd &2, €3
Sorp decend 88, 85, 87, BS
Shaws irdoormation
Avaty ri of shisraholcings 34
Capasl 3
Dwectors’ rierests 38, 39, 40
Share option achemes T1, T2
Ginff costs 18, 10, &2
Statormand of totsl moogrised Gains and loeses &8
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Coacert Communicatioas Sales LLC

DCOLERANW/T4R36 |

Key financial figures from
British Telecommunications ple

“Annual report and accounts 1998™

(conformed to U.S. SEC Form 20-F)
Tumover (Revenues) S 25,649,000,000.60
Profit before tax 5.279,000,000.16
Profit after tax 2,834 000,000.84
Eamings per share 0.52
Net dividends 0.31
Capital expenditure 4.969,000,000.20

Exchange mate: £1.00 =51.64




News release

February 11, 1999

NINE MONTHS RESULTS TO DECEMBER 31,
1998

BT's results for the thind quarter and nine monits to December 31, 1998 are summarised in the table below.
Sir lain Vallance, Chairman of BT, said:

“Demand Jor our products and services has been buoyrot in the , stimulated both by
the datywave and strong growth in mobile sales. Our riding performance in the UK has been
good and our European ventures are growing fast.

This quarter saw two major investments in mobile companies in Malaysis and The Republic
of Korea where we foresee significant growth,

Our balance sheet remains strong with low gearing which gives us flexibility for further
development.”

THIRD QUARTER AND NINE MONTHS TO DECEMBER 31, 1998
Third Quarter Nine Months
1998 Iso7 1998 1997
£m im Im £m
4,684 4.083 13326 11,930
(8) 238 (42) 218
1.012 Li49 Pl vx] 2853

Profit on sale of fixed asset investments a5 1.107 a1

Profil before taxation 858 1019 3459 2584
3

Windfall tax cherge - - 510
Profit after taxation 5u2 734 2425 1,296
Eamnings per share 92p 11.3p 375p 20 1p
mhp per share before exceptional 9 8ip 25.6p 25.2p

Results

Earnings per share for the nine months 1o December 31, 1998 were 37.5 pence based on a profit before
taxation of £3,459 million. Of these eamings, 11.9 represented exceptional income mainly relating to
the sale of the group’s investment in MCI mmﬁncmh&pmw.mmpm
wm&ziﬁmmm.mmwibmmwzjlmhﬂmm
period of the prior year,

At the operating level, group profit before exceptional items for the nine months increased by 9.6 per cent
ov.r the prior period compared with group turmover growth of 6.7 per cent.

Eamings for the third quarter were 9.2 pence per share net of 0.1 pence exceptional charges. On the same
basis, eamings per share were 11.9 per cent higher compared with the corresponding quarter of the prior year
2o/ group operating profit was 12.0 per cent higher on group turnover growth of 8.5 per cent.

Tursover

Total turnover, which includes BT's share of its ventures' turnover, grew by | 1.7 per cent in the nine months
1o £13,326 million, and by 14.7 per cent in the third quarter to December 31, 1995, BT's new ventures in
Europe and Asis-Pacific eccounted for two-fifths of these increases in turnover, Both mobile and fixed
network calls in the UK made strong contributions to the growth in the group's sctivities.

The rapidly expanding use of the intemet and a significant increase in calls to mobile phones have been the
mmg&u.mmhmﬁamhmw;md mut‘hthcd:i:ﬂqm. Volume
growth on a 12-month moving average 1o December 31, 1998 rose to cent compared with

6 per cent in the 12 months to September 30, 1998, hﬂuﬁh;hmmntmcﬂmofmhuh;pt&c

hitp:/ferww. bt.com/World'news/newsroom/document/nr99 14 _htm




decreases, inland call tumowver grew by 3.5 per cent 1o £3,838 million for the nine months and by 6.5 per cent
in the quarter,

&mmmmwupuMmummwmmmmmmmuh
growth in business lines. ISDN line installations resulied in the number of business line connections

by 5.0 per cent in the 12 months to December 31, 1998, Residential lines at 20.1 million increased sl

the quarter helped by the large number of BT customers installing second lines.

International call tumover continues 1o be adversely affected by competition and significant price reductions.
The continuing strong volume growth of 9 per cent on a 12-moath moving average basis contrasted with a
turnover decrease of 5.8 per cent in the nine months. Transit call volumes continue to be healthy.

Celinet had sn impressive quarier adding 658,000 to its customer base which exceeded 4 million &t
December 31, 1998, The majority of the additions were “pre-paid” phones, many of which were sold through
mdmuuwmwwaunummwmmmwnwu
over the 12 moaths to December 31, 1998 and resulted in BT's mobile communications tumover growing by
ﬂwmnknmmlnuﬂm;hmmmlfmmmm

Receipts from other licensed operaiors in the UK grew by 19.6 per cent reflecting the growing level of
interconnection activity between both fixed and mobile network operators.

Syncordia, Syntegra, mukimedia and advanced services were the main contributors to the 34 per cent
increase in ocher UK sales and services 1o £1.252 million in the nine months. These services mainly consist of

BT's share of its ventures” turnover totalling £852 million for the nine months and £410 million for the quarter
include for the first time contributions from the group's new investments in Malaysia and The Republic of
Korea. The principal contributors in the quarter were Cegetel in France, Airtel in Spain and Viag Interkom in
Germany.,

Operatiag costy

Excluding £42 million of exceptional costs (primarily relating to Concert expenses) explained below,
operating costs increased by 6.0 per cent to £9,711 million in the nine months to December 31, 1998.

After adjusting for the £120 million one-off charge in 1997 relating to employee compensation for the special
dividend, staff costs increascd by 1.2 per cent in the nine months. Depreciation rose by 6.2 per cent reflecting
the higher level of capital expenditure. Payments to ielecommunication operators increased by 23 per cent as
a consequence of the growing number of calls made 1o mobile operators and other fixed networks in the UK.
Orher operatiag costs grew by 7.3 per cent, partly due to increased expenditure on computer systems,
including work on the Year 2000 iasue, and higher costs in mobile communications reflecting the growth in
the customer base.

Associstes asd joint venlures

BT's share of operating losses in our ventures totalled £10]1 million for the third quarter and £235 million fi-
the nine months in Le with expectations. The two main contributors were Viag Interkom and Telfort which
launched their new mobile businesses in Germany and the Netherlands, respectively, in Autumn 1998,
Goodwill amortisation of £9 million is included in the nine months’ results.

MCI Communications Corporation and Concert Communications

Following the completion of the MCi-WorldCom merger on September 15, 1998, BT sold its holding in MCl
to WorldCom, As previously reported, the proceeds totalled £4,159 millic * on which an exceptional pre-tax
profit of £1,133 million was realised.

On the same day as the sale of the MC1 shares, BT acquired from MC1 its 24.9 per cent interest in Concent
Communications for £607 million. Now that Concert ts wholly owned by BT, work is being undertaken to
ensure that the group’s business will be fully independent of MCL. The costs involved in this work are
estimated at £150 million over the two years to March 2000, of which £42 million has been incusred 10
December 31, 1998, These costs are shown as exceptional items in the profit and loss account.

The net proceeds from the MCl shares have been invested mainly in US dollar investments on a short-lerm
basis. During the quarier a currency translation gain of £58 million has been made on these investments
which has been included in the results as a reduction in other operating costs.

laterest and tazation

The group's net interest charge for the nine months increased by £25 million to £236 million but declined by

http/ferurw bi.com/World news/newsroom/document/nr#9 14 hem s




£4] million in the third quarter. The increase was mainly a3 a resun of the September 1997 special dividend
payment, offsct in the third quanier by the interest received on the proceeds from the sale of the MCI shares.

The effective tax rate for the current financial year s expected to be 31.0 per cent of pre-tax profits,
exciuding the gain on the MCI shar=s which attracts a slightly lower rate of 28 per cent

The tax charge for the nine months to December 31, 1997 included BT's full charge for the windfall ax of
E510 million. The final instalment of this tax amounting (o £255 mi’'ion was paid in Decemnber 1998,

Capital expenditare

Cqu!np:ndmnmplu,uqummtmdmmﬂltdﬂ.ﬂﬂmillim in the nine months, 2.1 per cent
higher than in the corresponding period of year. Work continues on enhancing the i i of
the fixed network to enable custiomers to nﬁmdvmudmmndmmme

capacity
carrying high-speed data. Cellnet has continued improving the quality and capacity of its digital cellular GSM
network.

BT has recently announced an agreement with a major supplier for the development and supply of the next
generation exchange equipment designed to handle the rapid growth in UK data traffic. The [irst of these
leading edge exchanges is due o be in service by Summer 1999.

Investments in associates and joint ventures

During October 1998, BT made two significant investments ir the Asia Pacific region. The first was the
acquisition of a 33.3 per cent stake for £269 million i Binarisng Bbd, a major Malaysian
telecommunications group operating a successful mobile comi iunications business and providing fixed and
international gateway services in Malaysia. The second related to the soquisition for £229 million of an
interest of just over 23 per cent in LG Telecom, a leading mobile telephons operstor in The Republic of

During the nine months, BT has continued 1o share in funding the development of its ventures, principally
Viag Interkom and Telfort, to a total of £530 million.

Cash flow and et debt

Net cath flow from operations totalled £4,099 million in the nine months. In addition, net cash inflow from
investing activities of £2,032 million principally consists of the proceeds of sale from the MCI shares of
£4,159 million less the group'’s expenditure on tangible fixed sasets. The net cash outflow on acquisitions
totalled £1,710 million, the principal part of which was the purchase of the minority interest in Concert, the
equity investments in Binariang Bhd and 117 i clecoe. and the additional funding of ventures, described
sbove, Equity dividends paid in September 1998 totalled £ 700 million and windfall and other tax paid
amounted to £561 millioa. Virtually all of the resulting cash inflow of £2,908 million, before liquid resources
end financing, has been invested and s shown in current asset investments in the balance sheet.

The proceeds of the sale of the investment in MCI caused pet delxt 1o fall in the nine months to £937 million
at December 31, 1998 Balance sheet pearing was 6 per cent af that date.

Proposed global venture with AT&T

On July 26, 1998, BT and AT&T announced the formation of a 50:50 global venture for their trans-border
telecommunication activities o serve the needs of multinational companies and the international calling needs
of individuals and businesses. BT will be transferring its cross-border international network, its intemational
traffic, its busioess with selected multinational customers and its international products for business
customers together with Concert into the global venture, the formation of which is subject to, amongst other
things, regulatory clearances.

The prelimmany snouncement of BT's rosalts for the year ending March 31, 1999 is expected to be made on

hittp=/fwrwee bi.com/ World/sewsnewsroom/document/nr99 14 htm




Comcert Communications Sales LLC

Exkibit F
Key financial figures from
British Telecommunications plc
“Nine Montks Resalts to December 31, 1998
Press Release Issued February 11, 1999
Tumover (Revenues) including share of ventures s 22,121,000,000.16
Exceptional income (costs) (69,000,000.72)
Operating profit 4,686,000,000.18
Profit on sale of fixed asset investments 1,837,000,000.62 |
Profit before tax 5,741,000,000.94
Windfall tax charge 0.00
Profit afier tax 4,025,000,000.50
Eamings per share 0.62
Eamings per share before exceptional items 0.43

Exchange rate: £1.00 = $1.66
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South Dakota Public Utilities Commission

WEEKLY FILINGS
For the Period of March 24, 1999 through March 31, 1999

If you need a complete copy of a filing faxed, overmnight expressed, or maiied to you,
please contact Delaine Kolbo within five business days of this filing.
Phone: 605-773-3705 Fax: 605-773-3809

CONSUMER COMPLAINTS

CTE8-002 In the Matter of the Complaint filed by Randy Kieffer, Sturgis, South
Dakota, zgainst U S WEST Communications Regarding Poor Service.

service. The Complainant states that “The service we are receiving from U S West is a
joke and U S Wes! needs to get serious about providing service." The Complainant
seeks the following relief. "PUC should fine them $4000 a day.”

Staff Attomey. Camron Hoseck

Consumer Affairs Leni Healy

Date Filed: 03/19/99

TELECOMMUNICATIONS

TC99-026  In the Matter of the Application to Transfer I"e Certificate of Authority from
Black Hills Fibercom, Inc. to Black Hills Fibe Com, L.L.C.

Black Hills Fibercom, Inc. has filed with the Public Utilities Commission an application to
transfer its Certificate of Authority to Black Hills FiberCom, L.L.C. Black Hills Fibercom,
inc. was granted authority to provide interexchange telecommunications services
statewide and local telecommunications services within U S WEST Communications
service areas on August 5, 1998.

Staff Analyst: Harlan Best

Staff Attomney: Karen Cremer
Date Filed: 03/25/99
intervention Deadline: 04/16/99




{T080027  In the Matter of the Application of Concert Communications Sales LLC for
a Certificate of Authonty to Provide Telecommunications Services in
South Dakota.

Concert Communications Sales LLC (CCS) has filed a request for a Certificate of
Authorily to operate as a reseller of intralLATA and interLATA interexchange
telecommunications services throughout South Dakota. CCS intends to provide a full
range of 1+ interexchange services and data transmission services, including, MTS,
frame relay service products.

Staff Analyst Michele Farris
Staff Attomey: Camron Hoseck
Date Filed: 03/26/99
intervention Deadline: 04/16/99

TC99-028 In the Matier of the Application of Noo Communications, Inc. fora
Certificate of Authority to Provide Telecommunications Services in South
Dakota.

Nor Communications Inc. has filed a request for a Certificate of Authonty to operate as
a reseller of intrastate telecommunications services throughout South Dakota. Nor
Communications intends to provide a full range of 1+ interexchange services, including,
MTS, WATS, and calling cards.

Staff Analysl: Michele Farmris
Stafif Attomey. Camron Hoseck
Date Filed: 03/30/99
Intervention Deadiine: 04/16/99

TC99-029 In the Matter of the Filing by Golden West Communications, Inc. for
Approval of Boundary Change.

Vivian Telephone Co. d/b/a Golden West Communications received a request from a
developer to change the Custer exchange boundary o bring all of the deveioper’s
territory into the Custer exchange. Presently part of the developer’s termitory is in the
Hot Springs exchange served by Golden West Cooperative. Both the Cooperative
board and Vivian's board have approved the boundary change.

Staff Analyst: Harlan Best
Staff Attorney: Karen Cremer
Date Filed: 03/30/99

Intervention Deadiine: NA




TC88-030  In the Matter of the FCC Order Esiablishing New Deadlines for
Implementation of Intral ATA Dialing Parity by Local Exchange Carriers

The Federal Communications Commission (FCC) order states that no later than April
22, 1999, all Local Exchange Companies (LECs) must file intraLATA toll dialing parity
plans with the state regulatory commission for each state in which the LEC provides
telephone exchange service if a plan has not yet been filed with such state commission.
Once a state commission has approved a plan, the LEC must implement its plan no
later than 30 days after the date on which the plan is approved. If the state commission
has not acted on the plan by June 22, 1999, the LEC must file the plan with the
Common Camer Bureau of the FCC. Fursuant to the FCC order, LECs shall file an
intral ATA toll dialing plan by April 22, 1999; interested persons or entities may file
comments on the plans no later than May 7, 18399; and LECs may file rebuttal
comments no later than May 17, 1899,

Staff Analyst: Harlan Best
Staff Attorney; Karen Cremer
Docket Opened: 03/31/99
Intervention Deadline: NA

You may receive this listing and other PUC publications via our weabsite or via internet e-mail.
You may subscribe or Lisubscribe to the PUC mailing lists at hitp /www state sd us/puc/
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Via FeperaL Exrness S0uTH

Mer. William Bullard
Executive Director
South Dakota Public Commission
State Capitol Building
500 East Capitol Avenue
Picrre, South Dekota 57501-5070
T -or7

Re:  Docket No. FE00-816— First Amended Application of Concert
Communications Sales LLC

Dear Mr. Bullard:

Pursuant to the request of Michelle Farris of the Commission Staff, enclosed for
filing on behalf of Concert Communications Sales LLC (“CCS™), please find an original and 10
copies of CCS’s First Amended Application to Provide Resold Interexchange Services. Pursuant
to Staff Request, the application and initial tariff has been ame==d to comply with the
Commission’s rules and regulations.

With regard to CCS's plans to market its interexchange services to multinational
corporations, &s noted i the application, CCS is an indirect wholly-owned subsidiary of British
Telecommunications plc (“BT™) and the Concert Communications Company (“Concert”).
Through Concert, BT provides managed voice, data and Internet services on a global basis to
multinational companics. The Applicant, CCS, was formed to provide the intrastate portion of
service required by these muitinational customers. Thus, consistent with Concert’s global
marketing plan, CCS's primary tarpet group for marketing its services will be multinational
corporations operating in the State.




KELLEY DRYE & WARREN uwwr

Via FEDERAL EXPRESS
Mr. William Bullard
Executive Director
June 1, 1999

Page Two

Finally, enclosed is a duplicate of this filing and a date-stamped, sclf-addressed
envelope. Please date-stamp the duplicate and retum in the envelope provided. If you have any
questions, | may be ~cached at (202) 955-9767.

Respectfully submitted,

@mﬂD ot

Andrea D. Pruin

cc: Michelle Faris




Before the
STATE OF SOUTH DAKOTA
PUBLIC UTILITIES COMMISSION

First Amended Application of
ConcErt COMMUNICATIONS SALES LLC

S S St Nt it vt it

Services in the State of South Dakota

FIRST AMENDED APPLICATION OF
CONCERT COMMUNICATIONS SALES LLC

Concert Communications Sales LLC (“CCS” or “Applicant”™), by its attorneys, hereby
respectfully requests that the South Dakota Public Utilitics Commission (“Commission™) grant it
a Certificate of Pub ic Convenience and Necessity, pursuant to Chapter 20:10:24:02 of the
Commission’s rules governing telecommunications, to transact the business of a reseller of
interexchange teleccommunications service in the State of South Dakota. In support of its
Application, CCS submits the following information:

The Applicant
I Name, Address and Telephone Number of the Applicant.

Concert Communications Sales LLC
Reston Town Center

11921 Freedom Drive

Reston, Virginia 20190

(703) 7074283

DOOLARULATIIT




2 The Name Under Which the Applicant Will Provide Service.

Concert Communications Sales LLC

3 Corporate Status
CCS is a limited liability company organized under the laws of the State of

Delaware on February 22, 1999. Copies of CCS’s Certificate of Formation and Centificate of
Good Standing are attached hereto as Exhibir A. CCS is qualified to conduct business within the
State of South Dakota as a foreign business entity, A copy of the qualifying document is
attached hereto as Exhibir B.
4.  Location of Principal Office In South Dakota and Registered Agent
CCS will not have an office located in the State of South Dakota. The registered
agent for service of process in South Dakota is Corporation Service Company, 503 South Pierre
Street, Pierre, South Dakota 57501.
5.  Ownership Information
CCS’s sole member is Concert Global Networks (USA) Inc. ("CGN™). CGN's
principal offices are located at Reston Town Center, 11921 Freedom Drive, Reston, VA 20190.
CCS is an indirect wholly-owned subsidiary of Concert Communications Company (“Concert™),
which is in turn an indirect wholly-owned subsidiary of British Telecommunications plc (“BT™).
Both Concert and BT are companies organized under the laws of England and Wales. BT is onc
of the world's leading providers of fixed and mobile communications services. Its principal
activity is the supply of local, long distance, and intemational telecommunications services and
equipment in the UK. Through Concert, BT provides managed voice, data, and Internet services

on a global besis to multinational companics. CCS is a new company that was formed to enable




BT 0 provide intrastate services to such multinational customers. A diagram showing CCS's
corporaie structure is provided in Exhibir C.

On July 26, 1998, BT and AT&T Corp. (“"AT&T™) announced that they would
create a $10 billion global venture (the “Global Venture™) to serve the communications
requirements of multinational companies and the international calling needs of individuals and
businesses around the world.! AT&T is a New York corporation that provides domestic and
international voice and data telecommunications services. Upon consummation of the
transaction, CCS will become a part of the Global Venture, specifically an indirect subsidiary of
VLT Co. L.L.C.(*US LLC"), a joint venture in which AT&T and BT cach will indirectly
maintain a 50 percent ownership interest and share control. Consummation of the transaction is
subject to receipt of variows spprovals from the Federal Communications Commission (“FCC™)
and other agencies; at present, the parties expect to consummate the transaction in July 1999.
CCS will notify the Commission in writing in the event the transaction is consummated and there

is a change in ownership.

Proposed Services
&  Description of Proposed Services
By this Application, CCS seeks authority to ope de as a reseller of intrmLATA
and interl ATA interexchange telecommunications services (o the public throughout the State of
South Dakota. Specifically, CCS requests authority to provide a full range of 1+ interexchange
services and data transmission services, including, but not limited 1o, MTS, private line, WATS,

' Additional information on the venture is available at hitp//www AT&T-Mt-
globalventure. com.




post-paid calling card, prepaid calling card, toll free, ISDN, and fracae relay service products.
CCS initially intends to offer specialized interexchange resale services that will be of interest
primarily to multinational business customers and that will, for the most part, be an adjunct to
Concert’s international business services. Concert's international business services include, infer
alia. managed voice. video, and data services such as international private lines. virual private
networks, frame relay, value-added [P services, and audio and videoconferencing.
7.  Sestement of Manner in Which Service Will Be Offered

CCS will provide service as a reseller ilready authorized 1o provide service in the
State of South Dakota. As a result, its services and facilitics will mirror those of the underlying
carrier. Moreover, all of CCS's services will be provided pursuant 10 the terms and conditions
set forth n CCS’'s proposed intrastate services taniff, which is attached hereto as Exdeibir E.

CCS will abide by all rules governing iclccommunications rescllers that the
Commission has promulgated or mav ~~~mulgate in the future, unless application of such rules is
specifically waived by the Commission or is preempted by the FOC or under foderal stanse. As
noted above, CCS is an indirect, wholly-owned sub-idiar, of BT and Concert. BT and its
operating subsidiarics have provided a wide array of bugh-quality telecommunications services
worldwide for over 100 years. [n the UK. alone, BT serves 27 milbion exchange lines and

temmitories. Concert provides service today to nearly 3,900 companies via its own intelligent




network platform in more than 50 countries. CCS will draw on this expertise in providing the
services for which authority is sought in this Application.®
8 Geographic Areas
CCS will provide service on a statewide basis.

Fimanciel, Technical and Managerial Competence
9. Finarcial Statements

CCS has access to ample capital to compete effectively in the market for
interexchange services in South Dakota. In particular, CCS will be able to draw upon the
substantial financial assets of BT as required to provide the proposed services. For the fiscal
year ended March 31, 1998, BT's annual revenues exceeded $25 billion. A copy of BT"s most
recent annual report is attached hereto as Exhibir D.

10.  Billing and Customer Support Services

CCS affiliates own and operate recording equipment for billing purposes and it is
possible that in ¢ me cases CCS will rely on this equipment in gencrating its bills for services
provided in the state. However, CCS anticipates that in most cases it will rely upon billing
information provided by the underlying cammien(s) in generating its own bills for its own
CUSLOMETS.

CCS is committed to providing the highest quality telecommunications services to
customers in South Dakota and will emphasize customer satisfaction. In the event of a complaint

or billing issue, customers can call Bob Johnson, Director, Customer Service Support, at

3 As noted previously, CCS anticipates that AT&T will acquire a 50 percent indirect
ownership interest in CCS’ parent company during 1999. The legal, technical, and
(continued...)




(703) 707-4500. The Commission should contact Mr. Johnson at 11440 Commerce Park Drive,
Reston, VA 20191, phone 703-262-1666. Customer service is available 24 hours aday, 7 days a
woek.

1.  Designated Contacts
The designated contacts for this Application are:

Joan M. Griffin

Andrea D. Pruitt

KELLEY DRYE & WARREN LLP
1200 19th Street, N.W.

Suite 500

Washington, D.C. 20036

phone: (202) 955-9600

fax: (202) 955-9792

email: apruitt@kelleydrye.com

Copies of all correspondence, notices, inquiries and orders also should be sent to:

Cheryl Lynn Schneider

Chief Regulatory Counsel, Americas
ConCERT COMMUNICATIONS SALES LLC
Reston Town Center

11921 Freedom Drive

Reston, VA 20190

phone: (703) 7074283

fax: (703) 707-4080

c-mail: cheryl.schneider@concert.com
12.  Regulatory Status
CCS is in the process of applying for authority to provide local and long distance
service, where required, in all 50 states. To date, CCS is authorized by registration or
certification to provide service in Colorado, Idsho, lowa, Michigan, Montana, New Jersey, New

(...continued)
financial qualifications of AT&T are a matter of record before the Commission




Hampshire, North Carolina, and Washington. CCS has not been denied authority to provide
telecommunications service in any state. In addition, CCS is in good standing with the
appropriate regulatory agencies in each state where it is currently registered or certified to

provide telecommunications services.

13.  Marketing
CCS will market its services to large multinational corporations. CCS intends to
serve the South Dakota in‘rastate telecommunications needs of such corporations in conjunction
with providing comprehensive international communications services. CCS will market its
services by utilizing in-house sales representatives employed by CCS or its distributors. CCS
does not expect to market its services to the general public. Nor does the company engage in
multi-level marketing. There are no marketing materials available at this time.
14.  Cost Support for Tariffs
CCS will provide interexchange services that are currently fully competitive in
the South Dakota market. Consequently, no cost support for tari{fed rates is included.
I1S.  Federal Tax Identification Number

CCS is a start-up company and does not have a FEIN at this time since it has no
employees.

s Please note that the Applicant is in the process of obtaining a toll free number for
customier service support. The number will be made available to the Commission upon
receipl




WHEREFORE, CCS respectfully requests that the Commission grant it a Certificate of

Public Convenience and Necessity to provide interexchange telecommunications services on a

resale basis as described in this Application.

Dated: June 1, 1999

DOOLPRLLATI T 2

Respectfully submitted,

C{nucn'r Couuummz: SaLes LLC

Joan M. Griffin

Andrea D. Pruitt

KELLEY DRYE & WARREN LLP
1200 15th Street, N.W.

Suite 500

Washington, D.C. 20036

(202) 955-9600

Its Attorneys







CERTIFICATE OF AUTHORITY

LIMITED UABILITY COMPANY

I, JOYCE HAZELTINE, Secretary of State of the State
of South Dakota, herebv certify that the Application for
a Certificate of Authority of CONCERT COMMUNICATIONS
SALES LLC (DE) to transact business in this state duly

signed and verified pursuant to the provisions of the
South Dakota Limited Liability Coxpany Act, have been
received in this office and are found to conform to law.

ACCORDINGLY and by wvirtue of the authority vested in
me by law, I hereby issue this Certificate of Authority
and attach hereto a duplicate of the application to
transact business in this state.

IN TESTIMONY WHEREOF, I have
hereunto set my hand and
affixed the Great Seal of the
State of South Dakota, at

Pierre, the capital, is
Ay, 1959,
YCE

HAZELTINE
Secretary of State




SECRETARY OF STATE
Y CERTIFICATE OF AUTHORITY APPLICATION

& OF A QQ .
FOREIGN LIMITED LIABILITY COMPANY RECEIVED

g 11921 Freedom Dri
(3. The ofits ipal office is: ve
-g,yﬂ- principal
Reston. VA 20190
4. The address of ity inidal designated office in Soeth Dakota bs: _~====~
503 § Pierre St, Pierre, SD, 57501

5. The name sad street address of it initial agent for service of process ia South Dakota is:
Corporation Service Company

503 S Pierre St. Pierre, SD. 57501

6. The date of organization is: ___February 22, 1999 .4 the period of duration is: 30 years
7. If the company iy marager-managed, rather than member-managed, the name and addrexs of each initial manager:

See attachment.

8. Whether one o more of the members of the company are to be liable for its debts and obhgarions under a provision similar o
Section 303 (c).

MO,

The application must be signed by a member if the company b a member-managed company or by s manager If lts a
emanager-managed company.
3fas -
Date:
nd Thdle)

FILING INSTRUCTIONS:

The application for sathority must be accompanied by he first Anacal Report.

Oue original and one exact or conformed copy must be submitied.

®  The spplication masibe accompanied by an original, currently dated  Cerfifee’* of Good Standing or Existence from the
Secretary of State in the state where it is orpanized.

* Filiag Fee Sec amched Annual Report.




SECRETAKY OF STATE
STATE CAFITOL

FIRST ANNUAL REPORT
OF A
LIMITED LIABILITY COMPANY

: Concert Commumnications
L The name of the Limited Lishility Company is: Sales LiC

2 The staie or country under whots law it is organized is: Delxare
3. The address of its registered office and the name and adidress of its registered agent for service of process in South Dakota is:

Corporation Service Company

503 S Pierre St. Pierre, SD. 57501

4. The sddress of its principal office is: 11921 Freedom Drive, Reston, VA 20190

5. The names and business addresses of any manager

See attachment.

6. The dolisr amount of the total agreed contributions to the Limited Liability Company is$ _1000.00 »

i 3[[1)93

Assistant Secretary

* FILING FEE:

AGRFED CONTRIBUTION FEE

Not in excess of $50,000 £90

$50,001 to $100,000 $150

In excess of $100,000 $150  for first $100,000 plus $.50

for each addizional 51,600

The maximum amount charged may not exceed sixteen thousand dollars (§16,000.).







CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C.NO. 1

Mansger, Rustes and Teriffs
11921 Freedom Drive, Reston, VA 20150
lssued:

Original Title Page
Effective:

Rules, Regulations and Rates

Applicable To

Imterexchange Service
Offered By CONCERT COMMUNICATIONS SALES LLC

within e St of South Dakota

PCOL/FPRUIASTSETS.1




CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C.NO. 1

Manager, Rates and Tariffs Original Page 1

11921 Freedom Drive, Reston, VA 201590

smeed: Effective:
CHECK SHEET

The Title Page and Pages 1 through 29, inclusive, of this Taniff are effective as of the date shown. Original and
revised pagss 3 listed beiow contain all changes from the original TarifY that are in effect oo the date shown.

Kamber of MNumber of
Pase Ne, Bevision Page No. Ravision
Tithe Origimal 15 Original
i Original 16 Original
2 Original 17 Original
3 Original 13 Original
4 Original 19 Original
5 Origimal 20 Original
6 Original 21 Original
7 Origina! n Original
8 Original s Crriginal
9 Origina 24 Original
10 Ongina 25 Original
1" Original 26 Original
12 Original 27 Original
13 Original 28 Original
14 Origimal pa Original

* MNew or Revised Page

PCOL/PROIA/TS6TS. ]




CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C. NO. 1
Mamager, Ras=s and Tariffs Original Page 2

11921 Freedom Drive, Reston, VA 20190
lasued: Effective;

Universzl Service Fee (USF)
Casvier Line Charge
chu-p
Optional Billing Armangements
Collect Calls

Calling Cerd
Third Party Billing

Gross Receipts Tax

1212
Availability for Maintenance, Testing or Modifications
23, Lishitity of the Customer

12
12
12
12
iz
12
12
13
15
15
13
15
13
16
16
16
17
17
17
17
17
1]
13
18
19
19
20
0
21
2
x
n
73

DCO1/PRUTAST5675.1




CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C, NO. 1

Manager, Rates and Tariffs Original Page 3
11921 Freedom Drive, Reston, VA 20190
lesued: Effective:

Sectiem 3 - Servicr Clessificziions aod Rate Applicstions
Memage Telephone Service

Application of Charges

Imitial Period

Additional Penod
Poyphoos Use Charge
Avmishalay

Acoess
Privete Line Service
Application of Charpes
lnter-POP Channels

Accrss
Misceitancou. Rates sad Charpes
Special Acorss Sercharpe
Avadabilisry
Custom Network Sarvices
Virnmd Network Service (VNS)
Application of Charges

Imvitial Period

Additional Ponod
Payphone Use Charge

Avaalabiitty
Access

Special Access Surcharge
Types of Virtual Network Service
OmMet

On-0OiTNet

Dial “Jp Access from Registered Sites (Dial Up Access)

Section 4 - Rates vad Charges
Message Teiephone Service
Ratz Periods
Mileage Measurements
Rates
Privese Line

UZHHEEEREYYYUYYYERREERER HubRBunpuRupre e eepuuuEnuy ii

Driad Up Access from Registered Sites (Dial Up Access)
DOO1 FPRUTASTS6TS. 1




CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C.NO. 1

Manager, Rates and TarifTs Original Page 4
11921 Freedom Drive, Reston, VA 20190
lssued: Effective:

SECTION | - GENERAL TARIFF INFORMATION
Ll Tarifl Format

LLL. Page Numbering — Page numbers appear in the upper right hand comer of each page. Pages
sre numbered sequentially, when & new page is added between pages it will be pumbered with an
additional number preceded by & “.". A page inserted between pages 10 and 11 would be page 10.1.

L1 Revision Numbers - Revision numbers aiso sppear in the upper right comer of the pags
These numbers are used 10 determine the most current page version on file. For example, the 4th
revised page 34 cancels the Ird revised page 34.

1.13. Numbering Sequesce - There are nine levels of alpha-numeric numbering. Each level is
subservient 1o its next higher level. The following is an example of the numbering sequence used in
this wrifl. Alphs-nemeric coding is used for paragraph identification. Each level is subservient to the
previous higher number/lener. Following is the sequence used in this tarifl.

2.

2.1

L1

21LLA
2LLAL
2L1LA L s)
2L LA L a)l
2L 1A (el
LA (a)li(l)

DCOL FPROTA/TS67S. 1




CONCERT COMMUNICATIONS SALES LLC
Manager, Rates and Tariffs

11921 Freedom Drive, Reston, YA 20190
lasmed

L GENERAL TARIFF INFORMATION (CONTINUED)
L1 Tarifl Formai (continsed)

L. Explanatios of ﬁ-_l H!.I Idl.ﬂl-&lﬂnrinlunniurn

L Trademarks as<! Service Marks - The following marks, 1o the extent, if any, used throughout thi
tarif], are radies ks and service marks of OCS

Tradomarks Service Marks




CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C. NO. 1
Manager, Rates snd TarifTs Original Page 6

11921 Freedom Drive, Reston, VA 20190
howod: Effective:

L GENERAL TARIFF INFORMATION (CONTINUED)

Applicstion of the Tarifl

1AL Gesersl - This tariff applies to the furnishing of Intrastate Intral ATA and InterLATA
Services by Coacert Communications Sales LLC (berein referred to as the “Compeny™ or “CCS™).
Services wre fornished for the use of Customers in the transmission of communications between
LATAs located in the State of South Dekota. In the event of any conflict between the provisions of
this Tarifl and the provisions of any Service Order submirted by the Customer 1o the Company, the
provisions of this TarifT shall control 1o the extent required by law.

The provision of Intrastate intral ATA and Interl ATA Services are subject to cxisting regulations and
terms and conditions specified in this tariff and the Company's other related tariffs, snd may be
revised by superceding filings.

DCOY /PROIAS 75675 .1







CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C.NO. 1
Manager, Rates and Tenfh Original Page B
1192] Freodom Drive, Reston, VA 20190

Taswed

Effective:

LS

1. GENERAL TARIFF INFORMATION (CONTINUED)
Derflaitions - (costinged )
Castemer: A person, firm, corporation or any other entity that orders Service and is responaible for the
peyment of Charpes and compliance with the Company's regulstions. A person, firm, corporation or

sy other entity that reasonsbly appears to be acting with the Cusiomer’s authority shall be deemed 1o
be acting on behalf of the Customer.

Casiomer Premibses: The Customer’s or User's place(s) of business, residence or other locstion for the
ongimation of lerminaion of Service.
Customer-Premises Equipmenst ("CPE™): Equipmenst owned or leased by the Cusiomer or

Authorized User ot 8 Locstion and connected to the Metwork on the Customer”s or Authorized User’s
side of 2 Network Termination Point. CPE also inclodes Customer-Provided Equipment.

Customer-Provided Equipment: Facilitics, equipment, ol 'ware or wiring supplied by the Customer
or User m comnection with Service.

Demarcation Polnt: The point st which the Company Facilities are interconnectsd with Customer-
Provided Equipment.

Direct Accems Lime: A debcatsd physscal iclocommunications bk between the customer equipment
and the Company’s POP.

Dollars: United States Dollars

Dwe Date: The date that has been established for completion of the installation, change or disconoect
of a service component

Economy Period: 11:00 p.m. 10 7:00 om. local time ot the onginating point of & communication.

E.r_ﬂty: Any corporation, public limited company, limited compan’, parmership, trust or other legal
entity.

FCC: Federal Communications Commission,

Gatewny: A protocol imterface which allows the tramsfer andfor the conversion of data.

DO /PRUIAS 73675, )







CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C.NO. 1

Manager, Rates and Tariffs Original Page 10

11921 Freedom Drive, Reston, YA 20190

lssued: Effective:
1. GENERAL TARIFF INFORMATION (CONTINUED)

1.5 Definitions - (continued)

Operational Service Date: The date when any Service, or any part of it, is first made svailable to the
Customer by the Compuny or the date when the Customer first starts 1o use such Service (or any part of
it), whichever date is the carlier.

Otber Facilities Sapplier: An entity other than the Company that provides facilities or services in
connection with the Service fumnished by the Company under this Tariff and not as a part of a joint
undertaking with the Company to fumish Service under this TanfE.

Outage: A period during which Availability of a Connect on is interrupted.

Permanent Yirtual Circuit (PYC): A virtual circuit established on a permanent logical basis between
two Ports.

Point of Presence (POF): A physical location at which a local access channel, the public switched
telephone network, or other Communications Channel interconnects with Company Facilities for the
origination of termination of communications.

Rate Cester: The specific geographical location used for determining mileage measurements
designated by Vertical and Horizontal coordinates..

Rate Cester Arez: The area encompasi=:] by the central office codes (WNXs) that are assigned o a
rate center,

Schedaled Service Date: The date upon which Service is scheduled to commence.

Service: The telecommunications service or services offered by the Company under this Teriff.

Service Interruption: A temporary suspension of Service caused by an event outside the normal
process of providing service. An interruption or outage scheduled by the Company or

beyond the Coempany's control is not considered a Service Interruption.

Service Order: The submission of a Company order form containing billing, technical and other
descriptive information designed to enable the Company to furnish Service to the Customer.,

Serviee Term: The period that the Customer subscribes to Service. The Service Term may be longer

PCOL/PRULASTI675.1




CONCERT COMMUNICATIONS SALESLLC TARIFF P.U.C.NO. 1

Manager, Rates and TanfTs Original Page 11
11921 Freedom Drive, Resion, VA 20190
lssued: Effective:

I. GENERAL TARIFF INFORMATION (CONTINUED)

1.5 Definitions - (conlinwed)

Special Constrection: Insmallstion, procurement or deployment of facilities st the Customer’s request
not normally used by the Company 1o provide Service.

Sebsidiary: Any lower-ticred Entity aflilisted with another Entity that (1) holds more than fifty percent
of the voting rights, (if) has the right to appoint or remove & majority of direcions or trustees, or (iil)
controls, alone of pursuant to an agreement with other sharcholders or members, a majority of the
beneficial ownership or voting rights of such lower-tiered Entity. Any Subsidisry of an Entity that, in
turm, 15 itsclf 2 Subsidiary shall also be a Subsidiary.

Torill: The Company's TarifT P.U.C. No. |, Intrastate/Intral ATA Service.

Toll Free Service: “ENN" service, currently including 800,888 and 877, for which the called party is
billed for the call.

Usited States: The forty-cight (48) contiguous states and the District of Columbia, Hawaii, Alasks,
Puerto Rico, and the | .S Virgin Islsads.

Usage Charge: A charge masessed the Customer for the use of the Company's Service. Usage Charges
are assessed per second or minute of use or multiple thereof, as specified in Sections 3.3 and § of this
Tanil.

User: A person, firm, corporstion or any other entity that uses the Service fumished to the Customer. A
User includes sn Authorized User.

Year of Service: The period of twelve (12) months commencing on the Effective Date and, thereaiier,
each succesui -« period of twelve (12) months from such date.

DCOL/PRUIA/THETS. ]




CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C.NO. 1
Manager, Rates and Tarifls Original Page 12
11921 Freedom Drive, Reston, VA 20190

lsoed

Effective:

L

SECTION 2 - GENERAL REGULATIONS

Undertaking of the Company

1LL. Scope - The Company undertakes 1o provide Service between the points described berem, in

sccordence with the terms and conditions set forth in this TarifT. The Company does not transmit

communications, but offers the use of Company Facilitics, where available, for the transmission of
o

The Compeny shall maintain sole end absolute discreth n owur the routing of Service furnished nader
this TarifT. In the event that the Company is require| to make special arrangements 10 meet the
requirernents of the Customer, the applicable charges for Special Construction will be assessed in
sccordance with the applicable provisions of this Tarifl.

2112  Avallability of Service - Service is available twenty-four (24) hours per day, seven (7) days
per weck, mubject o the availability of facilities snd subjeci W0 tramsmission, stmcspheric,
topographical and like conditions. The Company may limit or interrupt the use of Service becanse of
(1) the lack of trensmission medium capacity, (i) the need 1o perform maintenance, modifications,
upgrades, relocations, iesting or other similar activitics noccssary for the provision of Service, or (iil)
any cause beyond its control.

The use and restoration of the Service during emergency conditions shail be in accordsnce with Pant
64, Subpart D, Appendix A, of the FCT rules and regulations, 47 CF R Pant &4 (1993) which

The Company reserves the right, when necessary, o armange for Serviee 10 be furnished through the
facilities of Other Facilities Seppliers or other entities or ‘fwough the use of agents or subcontractors.

113 Trasunission Medinm - The Company will seicc snd arrange for the network components
med W0 provide the services provided ender this tanifT. Any sustable technology or combinstion of
techeologies may be used. The Company may modify or change the components used 1o furnish
SETYRE.

114 Cwtomer Premise Equipment (CPE) - The Company does not provide CPE under this
triff, bowever, CPE may be used by the Customer.

215 Through Trassasission of Signals - CCS is responsible for the provision of service from
siation 10 station up 10 the network interface, but is not respomsible for the quality of transmission or
signaling oa the Customer's side of the network interface.

DEOL/PROIASTS675.1




CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C. NO. 1

Manager, Rates snd Tanffs Original Page 13
11921 Freodom Drive, Reston, VA 20190
lssmed: Effective:

1. GENERAL REGULATIONS (CONTINUED)
1l Undertaking of the Company - (coatinsed)
L14A  Lisbility of the Company

L14A The Company is not liable for damages associasted with service, channels, or
equipment which it does not furnish.

1148 The Company does not guaraniee or make amy warmanty with respect to the service(s)
provided in this tarifl, when used in an explosive stmosphere. The Company shall be
indemnified, defended, and held harmless by the Customer and User against all claima, losses
or damages by any person relating to the service(s) provided in this tariiT, provided pursuant
to this tarfl when used in an explosive stmosphere.

L16C. No license under patents (other than the limned license to use) is granted by the
Company or shall be implied or arise by estoppel, with respect to any service offered under
this tariff. The Company will defend the Customer and User against claims of patent
infringement arising solely from the use by the Customer or User of the service(s) provided
in this tarifl, « ffered under this tarifl sad will indemnify such Customer or User for any
damages swar od besed solely on such claims.

L1.6D. The Company shall not be liable for any failure of performance hereunder due 1o
causcs beyond its control, including but not limited 1o may acts of God, fire, lightning,
explosion, flood, extreme weather conditions or other catastrophes; any law, order,
regulation, directive, action or request of the United States Government, o any other
government, including state and local governments having jurisdiction over the Company, or
of any department, agency, commission, bureau, corporation or other instrumentality of any
one of more of said governments, or of any civil o military suthority, ssy nationa’
emerge wies, insurmections, riots or wary, or any labor difficultics.

DCO1/PPOIAS 75675, 1




CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C.NO. 1
Manager, Ruses and Tariffs Original Page 14

11921 Freedom Drive, Reston, VA 20190
lsmed: Effective:

1 GENERAL REGULATIONS (CONTINUED)

12 Obligations of the Customer

Service, the type md transmission spoed of facilitics requirsd, and sny special smangements requested.
Sach Service Order also shall contain, but is not limited 10, the following nformation: (i) same; (i)
address; and (iif) telephone number.

2L1.A. Afler receipt of an initial Service Order, the Company will indicate its acceptance
by signing that Service Order and providing 1o the Customer s Schoeduled Service Date,
IEIEHIEIEEEEIEEEEEEQ
the Company, in writing within 10 days of the Company's acceptance, whether the Company
should process the Service Order. The Service shall commence on its Operational Service

11LB. An application for Service may be changed or cancelled prior 1o the Scheduled
Service Date by the Customer unon writlen potice to the Company, provided the Customer
Tﬁﬁnlrrnr&.l .uirirwcﬂ_! Facilities Suppliers, incurred by
Company in accommaodating smy change or cwocellation

1211 Special Coastruction - The Charges for Service requiring Special Construction by the
Company will be developed on a case-by case basis. The Company may require the Customer
To pay in advance the Charges for Special Construction.

1213 Paymesis asd Charges

123.A. Application of Charges - The raies and charges that are in effect for the services
provided in this tariff when furnished sre the rates snd charges used to determine the
Customer’s bill. 1f the rates for services furnished on a monthly basis change after a bill has
been rendened, the bill will be adjusted 1o reflect the new charges.




CONCERT COMMUNICATIONS SALES LLC TARIFF P.UC.NO. 1

Manager, Rates ind Tarilf Original Page 15
11921 Freedom Drive, Resion, VA 20190
lsswed: Effective:

1 GENERAL REGULATIONS (CONTINUED)
12 O ligatiom of the Customer (continwed)
123. Pzymesnts and Charges - (coatinued)

1238 Paymest for Service - The Customer is responsible for payment of all Charges for
Service fommished by the Company o the Customer. Charges for cach Service shall
Charges, Special Construction Charges, Monthly Charges and Usage Charges, are due and
paynble upon receipt. Usage Charges shall be assessed in arrears. Moathly Charges will be
macssed in advance. [nvoices will be submittod monthly,

The Customer shall not be excused from paymng the Company for Service provided 1o the
Customer or any portion thereof on the basis that unauthorized use or misuse occurred over
the Service. The Customer shall indemnify and bold harmless the Company against all costs,
expenses, claims or actions arising from unsuthorized use or misuse of smy nature of the
Service

224. Miscellancous Rates and Charges - CCS may adjust its rates and charges or impose
additional rates and charges on its Customers in onder to recover amounts it is required by
governmental or quasi-governmental suthorities to collect from or pay to others in support of statutory
or regulstory programs. Examples of such programs include, but are not limited to, the Universal
Service Fund, the Primary Interexchange Carrier Charge, and compensation to payphooc service
providers for the use of their payphones to access CCS service.

224A. Un'versal Service Fee (USF) - A charge equal to __ percent of total intrastate
CCS service charges will be applied to invoices of Customers.

CCS will war 7 the Universal Service Fee with respect 1o specifically identified CCS charges
to the extent that the Customer demonstrates 1o CCS's reasonable satisfaction that the charges
with respect to which the waiver is sought are for services purchased by Customer for resale.

L.24.A.1. The Universal Service Fee will not be waived with respect
10: |) charges for services purchased by Customer for its own use as an end user;
or 2) charges for which the bill date is on, prior to, or within thirty days after, the
date on which the Customer applies for 2 waiver with respect to those charges; or
J) charges for services resold by the Customer, if the Customer is not subject 1o

PCOL/PROIASTIE7S. L




CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C. NO. 1

Manager, Rates and Tanfls Original Page 16
11921 Freedom Drive, Reston, VA 20190

2. GENERAL REGULATIONS (CONTINUED)
11 Obligations of the Customer (coatinued)
124 Miscellaneous Rates 2ad Charges - (costinned)

1248 Carrier Line Charge - Customers of outbound services provided pursuant to this
Tariff arc subyect 10 an undiscountable Carrier Line Charge (CLC) which is s monthly
recuring charge. The Carrier Line Charge will be applied subject to billing availability,

114.C. Payphose Compeasstion Charge - In addition to all other charges for service
under this tariff, sn undiscountable Payphone Use Charge of $0.35 shall apply to each non
comn call placed from a domestic paypbone by or to the Customer to cover the cost incurred
by the Company for the use of the payphooe instrument lo access services provided by the
Compazy

224D. Opticnsl Billiag Arrangements - When a call is not billed to the calling station, the
Companry offers certain billing options depending on the type of call. These options are:

2240.1. Collect Calls - This option allows a call 10 be billed 10 the called
station, if the charges are accepied by the called party, station, or number. Collect
Calls sre not acoeptable st & public or scmi-public coin station. In lieu of a collect
call 1o a public or semi-public coin station, the charges may be billed to a Calling
Card or the call may be re-originased from the called station.

224D Calling Card - This option ensbles a Customer 1o charge a call 1o a
Cailing Card (CCS or n Local Exchange Company). Calls charged o &
commercial credit/charge card must be made from & suitsbly equipped ielephone
or frem international locations where available, *Charges for the call will be
reflected on the statement issued by the respective commercial credit/charge card

PCOL/PRUIASTS675. ]




CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C. NO. 1

Manager, Rates and TanifTs Original Page 17
11921 Freedom Drive, Reston, VA 20190
lssued: EfTective:

3 GENERAL REGULATIONS (CONTINUED)

22 Obligstions of the Cusiomer (continuwed)
1.2.4. Miscellancous Rates and Charges

2.2.4.D. Optional Billing Arrangements - (continwed)

224D3. Third Namber Billing -~ This option allows a call to be billed to a
tricphone number identified with a station other than the calling or called onc.
Charges to be billed to a third number are subject to verification by the Company
that they will be accepted at the third number, prior to completion of the call.
Other efforts may be undertaken subsequentiy by the Company, as necessary, to
determine responsibility for payment of such calls. Third Number Billed Calls are
not permitted to be billed to stations located in CNMI or Guam.

L24.E. Gross Receipts Tax - When utility or telocommunications assessments,
franchise fees, or privilege, license, occupational, excise, or other similar taxes or
fees, based on interstate receipts are imposed by certain taxing jurisdictions upon
the Company or upon local exchange companies and passed on to the Compasy
through or with interstate access charges, the amounts of such taxes or fees will be
billed to Customers in such a taxing jurisdiction on a prorated basis. The amount
of charge that is prorated to each Customer’s bill is determined by the interstate
telecommunications services provided to and billed to a Customer service location
in such a taxing jurisdiction with the aggregate of such charges equal to the
amount of the tax or fee imposed upon or passsd on to the Company.

115 Advance Paymeats and Deposits - The Cusiomer may be required to provide
suitable security, incloding but not limited 10 a deposit, bank letter of credit, or advance
payment, 1o be held by the Company as a guaranty of the payment of Charges. Such security
may be applicd at any time, at the option of the Company, in payment of any unpaid Charges
for Service fumished to the Customer of in payment of applicable Termination Charges.
Such a deposit will not exceed an amount equal to an sggregate of three (J) months®
recurring and noarecurring charges for all Services and Company Facilities to be provided to
Customer plus, where special construction is necessary in order to install the Services and/or
Company Facilities, an amount equal 1o the estimated aggregate nonrecurring charges (if any)
for such construction, whenever incurred. The Company shall refund deposits to Customers
in accordance with Section 2. below.

123.A. When a Service Order is canceled, at the Customer’s request, prior to the
commencement of Service, the deposit will be spplied to all applicable Charges.

125B. The Company, upon the termination of Service, will refund within sixty
(60) days the Customer's deposil, or the balance in excess of unpaid Charges, if
any, for Service. Any deposit held will accruc interest at 7% manum o be
refunded 1o the Customer.

1.25.C. The fact that a deposit has been made neither relicves the Customer from
complying with the Company’s regulations or from the prompt payment of bills
nor constitules a waiver or modification of the regulstions of the Company
providing for the wermination of Service for nonpayment of any sums due the
Company for Service rendered.

DCOL/PRUTASTEETS. |




lssued:

CONCERT COMMUNICATIONS SALES LLC

Manager, Rates and TarilTs Original Page 18
11921 Freedom Drive, Reston, VA 20190

TARIFF P.U.C. NO. 1

Effective:

DCOL/PRUIASTSETS .1

1 GENERAL REGULATIONS (CONTINUED)
Obligations of the Customer - (continved)

22.6. Bllling Disputes - When the Customer disputes a bill for the Company’s Service, the
Customer shall: (I) pay any undisputed portion of the bill or. at the Customer's clection, pay the
disputed portion pending resolution of the dispute; (ii) advise the Company in writing that the bill or
any portions thereof are disputed by the Customer; and (iii) provide a written explanation of the basis
fior the dispute within 1300 days of the mvoice date in question

The Company will review the Customer’s bill and notify the Customer within a ressonable time of the
outcome of its review. If the Company agrees with the Customer, it shall credit the Customer's
sccount for any disputed amounts paid by the Customer. If the Company disagrees with the Customer,
any disputed amount unpaid by the Customer shall become payeble upon notice to the Customer.

If there remains a disagreement about the disputed amount after investigation and review by the
Company, the Customer may file an appropriate com laint with the South Dakota Public Utilities
Commission. The address and phone number of the ommission is:

South Dakota Public Utilites Commission

$00 Easnt Capitol Avenue, Pierre, SD §7501-5070
{605) 773-3201

TTY - B0O-877-1113

Billing inquiries may be directed to the Company at its toll free number: 1-877-428-2862.

117. Use of Service - Service may be used to transmit communications of the Customer or User in
a manner consistent with the terms and conditions of this TarifT and the policics and regulations of the
Commission and other authorities imvolved.

Service is furnished subject to the condition that the Customer or User not use such Service for any
illegal purpose, or in a manner that violates the law, or for annoying any person, of in & manner that
interferes with the reasonable use of the Company's Scrvice by other customers or users.

The Customer shall ensure that the use of Service by the Customer or User shall not (1) interfere with
any other Service offered by the Company; (ii) endanger the safety of the Company's employees or
the public; or (iii) damage or require change in or alteration of Company Facilitics or interfere with the
proper functioning of such facilities. If any equipment, facilities or services provided by the Customer
or User is causing or is likely to cause such hazard or interference, the Company may suspend or
terminaie Service, and the Customer shall take such sieps as shall be necessary 1o remove or prevent
such hazard or interference
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Original Page 15

Effective:

1. GENERAL REGULATIONS (CONTINUED)
& 3 Obligations of the Customer (coatinsed)

128 Customer Premises - The Customer shall provide o the Company all reasonable persoanel,
power and space required 1o opersie all Company Facilitics installed on the Customer Premises.

Prior ¢ commencemeni of installation of Company Facilitics, the Customer and Company shall have
determined the location of Company Facilities at the Customer Premises and the Customer, of its own
expense, shall have compicied any preparstory work requied by the Company at the Customer

Premises or %0 Cusiomer-Provided Equipment to ensure technical compatibility with Company
Facilities or Service.

The Customer shall be responsible for making Customer Premises available, upon reasonable notice
and at reasonable hours, for such tests and inspections as may be neccssary to detormine compliance
with the requirements of this TarifT regarding the installation. operstion or maintenance of Company
Facilities or Customer-Provided Equipment.

The Company undertakes that its employees, agents and sub-contractors shall observe the Customer’s
reasonabie site regulations previously advised in writing to the Company. In the event of any conflict
between wuch sitc regulations and this Tariff, the terms and conditions of this Tariff shall prevail.

119. Provisica of Cestomer Equipment and Facilities - The Company shall not be responsible
for the installation, operstion or maintenance of Customer-Provided Equipment. Where Customer-
Provided Equiperent is coanected to the Service fumished under this Tariff, the responsibility of the
Company shall b lumited to the furnishing of Service under this TarifT and to the maintenance and
operation of such Service; subject to this restriction, the Company shall not be responsible for: the
through tnsmission of signals generated by Customer-Provided Equipment; or the reception of
signals by Customer-Provided Equipment; or network control signaling where such signaling is
performed by Customer-Provided network control signaling equipment.

Customer-Provided Equipment for use in commection with thizs Service shall be 50 constructed,
maintzined and operated a3 o be technically compatible with Company Facilities and Service to the
Company's satisfaction, shall not be capable of transmitting or receiving any mesage or
communic: 300 over the Service cxcept in sccordance with this TanfT, and shall be in compliance with
all FOC ries and regulstions. Any special interface equipment or reasonable security procedure
necessary to achieve compatibility between Customer-Provided Equipment and Company Facilities or
Service shall be provided at the Costomer’s expense.

DCOL/FRUIASTSETS. 1
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1. GENERAL REGULATIONS (CONTINUED)
1.1 Obligatioas of the Customer (continped)
119. Provision of Cestomer Equipment and Facilities (continued)

The Customer shall cooperate with the Company in the installation, lesting, operation and maintenance
of equipment and facilities used in connection with the provision of Service pursuant 1o this TarifT.
The Customer shall at its own expense provide ressonable assistance and facilities to the Company in
the installation of equipment, shall provide at its wn expense any electricity required for the proper
functioning of such ecquipment and shall provide or procure at its own cxpense suitable
accommodation, facilities and environmental conditions for housing of such equipment and all
necessary clectrical and other installations and fittings. The Customer is responsible for amanging
premises access o any reasonable time so that Company personnel may install, repair, maintain,
inspect or remove service components. Premises access must be made available a1 a lime mutually
agreeable to the Customer and Company,

1.1.10. Automstic Number ldentificatioa/Charge Number Service - Customers who oblain a
telephone subscribers information through Automatic Number |dentification or Charge Number
service must comply with the following regulstions adopted by the Federal Communications
Commusion regarding the use and sale of information derived from Automatic Number Identification
or Charge Number services:

- Customcrs arc permitted (o use the telephcoe number and billing information for billing and
collection, routing, screening and completion of the originating telephone subscriber’'s call or
transaction, of for services directly relasted to the originating telephone subscriber's call or
ransactions,

- Customers are prohibited from reusing or selling Uic telephone number or billing information
without first 1) notifying the originating telephone subscriber and 2) obtaining the affirmative consent
of such subscriber for such reuse or sale; and

- Customers are prohibited from disclosing, except as perminad by above, any informadion derived
from the Automatic Number Identification or Charge Number service for any purpose other than: 1)
performing the services or transactions that are the subject of the ielephone subscribers call, 2)
ensuring network performance security and the effectiveness of call delivery, 1) compiling, using and
disclosing aggregate infor nation, and 4) complying with applicable law or legal process.

DCOL/PROIASTS67S.1
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Effective:

1. GENERAL REGULATIONS (CONTINUED)
Obligations of the Curtomer (continued)

121.11. Prool of Authorization for Carrier Chaage - A Customer that is a telecommunications
carrier (or that is acting on behalf of a telecommunications carrier) may not submit an order that will
result im & change in a tclecommunications subscriber’s Primary Interexchange Carrier (PIC)
(includieg PIC changes that do not involve CIC changes) unless it first has obtained authorization
from the subscriber, in compliance with any applicable Commission rules and without misleading the
subscriber a3 1o the identity of the carrier soliciting the carrier change or the relationship of that carrier
1o the Company. A Customer that submits such a carmmier change order shall provide to the Company
adequate proofl of authorization and compliance within fifleen days after the Company makes a written
request therefor.

1211 Agency Agreement - The Company will accept orders from an agent appointed by the
Customer. An igency appomntment must be senl to the Company in writing. [ directed by the
Customer, the bill for the service(s) provided in this tariff will be sent to the agent. The bill will be
issued in the nam ; of the Customer, in care of the agent.

The Customer retains responsibility for compliance with t2rifT regulations and any act or omission of
the agent, regardless of any limitations the Customer may place on the agent’s authority.

1213 Avallability for Maintenance, Testing or Modifications - The Customer must make the
service available for maintenance, testing. or implementation of changes it has ordered, af any
reasonable, mutually agrecable time. Occasionally an impairment may only be evident at certain times
(eg., a certain hour of the day). In such cases, the service must be made available for testing furing
the same time periods if the trouble condition is to be commected.

Liabitity of the Customer - The Customer shall be liable for any damages to or loss of Company
Facilities, Company Equipment or Service or for any injury to the Company's employees, agents or
sub-contractors caused by the negligence or willful act of the Customer's officers, employees, agents or
sub-contractors or the Customer’s Users, patroas or lessors

The Customer shall be responsible for the payment of all cos « and expenses, including reasonable
counsel fees and disbursements, incurred by the Company in connection with any legal or other
proceedings and any appeals therefrom to collect any Charges due pursuant to Service under this Taniff
of to enforce any terms or conditions of this Tariff against the Customer where the Company
substantially prevails in such proceedings.

PCOL/PRUIA/TSE75.1
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SECTION 3 - SERVICE CLASSIFICATIONS AND RATE APPLICATION

3. Message Telephone Service — This section contains regulations and rate applications for two-point
Telephote Service and applics to dial siation and Calling Card where applicable.

ALl Application of Charges - The determination of specific charges for calls can be found in the
respective rate schedules in Section 4 of this tariff. The rate in effect ot the calling station af the time
the connection is estzblished shall apply to the entire call.

3.1.1L.A. lnitial Period — The [nitial Period spplied to a call is the minimum amount of time
used for call charge purposes.  The specific length of the Minimum Period can be found on
the applicable Rate Schedule

LLLE Additional Period —the Additional Period is the increment used to bill for a
chargeable call when the call extends bevond the Initial Period. Additional Period rates spply
for each Additional Period or fraction thereof that the call continues beyond the Initial Period.

1 1.1.C. Payphone Use Charge - In addition 1o all other charges for service under this tariff,
1 Payphooe Use Charge spplies 1o cach non coin cll placed from a domestic payphone by or
to the Customer. This charge is instituted 10 cover the cost incurred by the Company for the
use of the payphone mstrument 10 &0Cess serviees provided by the Company.

312, Avallability - Message Telephone Service is available throughout the state of South Dakota
where the company has authorization to provide service and the billing capability exists.

313,  Access - Local Exchange Service Access is required to sccess this service. The Customer is
responsible for obtainir ; the Local Exchange Switched Access from a Local Access supplier and must
presubscribe to the Company as the primary carmier.

DCO1/PROIASTE6TS. 1
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. 8 SERYICE CLASSIFICATIONS AND RATE APPLICATION (CONTINUED)

31  Private Line Service - This section contains regulations and rate applications for Private Line
Service.

Al1. Application of Charges — The service elements for the Private Line Services provided under
this tarilf include: inter-POP channels, sccess and other miscellaneous festures. The determination of
specific charges for Private Line Service can be found in the respective rate schedules in Section 4 of
this tariff.

321LA Inter-POP Channels - [nter-POP Channels pre used to connect Company POPs
and Company VPOPS within the State of South Dakota and may be include the company’s
own facalitics or facillities obtained from other carriers. The determination of specific charges
for Inter-POP Channels can be found in Section 4 of this tariff.

3211.B. Access - Access to POPs and VPOPS s provided by the Company using suitable
access channel cither over the Company's own facilities or facilities obtined from other
carriers.  Choice of suitable facilities shall be at the sole discretion of the Company.
Customers who request specific facilities may be assessed additional charges. The
determination of specific charges for Access can be found in Section 4 of this tarifl.

31LC. Miscellancous Rales sad Charges - Miscellancous Rates and Charges include
charges for additional festures that enhance the functionality of the service 1o the Custooner as
w il as charges imposed on the Compeny in the process of providing service to the Customer.
The determination of specific charges for miscellancous festures that are requested by the

Customer can be found in Section 4 of this tariff. Other Miscellancous Rates and Charpges
¢an be found below,

321.C.). Special Access Sarcharge - The Customer agrees 1o pay the amount of
any monthly Special Access Surcharge vhich Local Exchange Cariers may
collect from the Company on behalf of a1 + services or facilitics used to provide
services to the Customer.

3.2.1.D.Avallability — Private Line Service is available between the LATAs in South Dakota
where facilities are available.

DCOL/PROIA/T5675.1
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- § SERVICE CLASSIFICATIONS AND RATE APPLICATION (CONTINUED)

aa Custom Network Services = This section contains regulations and mie applications for Custom

Network Service.

3.1, Virtual Network Service (WVNS) - Virtual Network Service is a iclecommunications service
offering virtual private network connectivity to transmit voice, data and other communications. Access
to WNS is provided through Local Access Channels or through the public switched telephone network.

3A.1.A. Applicatioa of Charpes - The determination of specific charges for calls can be
found in the respective rate schedules in Section 4 of this trifT. The rate in effect ot the
calling station at the time the connection is stablished shall apply to the entire call.

33.LAL. Initisl Perlod — The Initial Period applied to a call is the minimum
smount of time used for call charge purposes. The specific length of the Minimam
Period can be found on the applicable Rate Sehedule.

33.1.A.2. Additional Period - the Additional Period is the increment used to bill
for a chargeable call when the call extends beyond the Initial Period. Additional
Period rates apply for each Additional Period or fraction thercof that the call
continues beyond the Initial Period.

33.1.A). Payphone Use Charge — In addition o all other charges for service
under this tarifl, = Pryphone Use Charge applies to ach non coin call placed from
& domestic payphone by or to the Customer 10 cover the cost incumed by the
Company for the use of the payphone instrument to access services provided by the
Company.

J3.1L.B. Availability - Virtual Network Service is available statewide where the billing
capability exists for the Company.

33.1.C. Access - Local Exchange Service Access is required to sccess portion of this
srvice. The Customer is responsible for obtaining the Local Exchange Switched Access
from a Local Access supplier and must presubscribe to the Company as the primary carrier.

311D, Types of Virtual Network Service

DCRI/PRDIASTS675.0

3.2.1.0.1. OnNet — OnNet Service is the virtual connection between LATAs and
within the State of South Dakota, between Customer Premises that are connected
to the Company POP or VPOP using dedicated Access.

32102 On-OffNet — On-OfTNet Service is the virtual connection between
LATAs and within the State of South Dakota, between locations using dedicated
Access 1o connect the Customer Premiscs to the POP or VPOP on one end and &
Customer Premises using switched access at the other end.

3J3.1.DJ. Disl Up Access from Registered Sites (Dial Up Accems) - Dial Up
Access is the virtual connection between LATAs and within the State of South
Dakota, between Customer Premises comnected through the public switched
telephone network using an access suthorization mechanism st the originating
end.
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Milcags
0-20
20-50

30-100
100 +

SECTION 4 - RATES AND CHARGES
Mesagr Telephoae Serviee

41.1. Rate Periods - The Rate Periods used in this tarifT include Standard, Discount and Economy,
are based on the lime of the originating end o the start of the call and are applied as follows: Standard
time is from 7:00 AM to 7.00 PM, Discount time is from 7:00 PM to 12 midnight and Economy time
is from 12 midnight to 7:00 AM.

402 Miecage Messarements — Mileage measurement, when applicable, is the distance in airline
miles between locations. The mileage s the distance between the rate center of the originating station
mnd the rate center of the terminating station and is measured using the calculstion of irfine miles is as
specified in NECA TarifTF.C.C, No. 4.

413, Rales - The Rates for Message Telephone Service are based on the time of day, day of week,
length {in miles) and duration. The Initial Period is 30 seconds and the Additional Period is 6 seconds.
Following are the rates for the different types of calls.

Staadard Discount Economy
s 043 19 038 165 .01
215 043 A9 038 1635 033
215 043 A9 03g 63 033
b 043 A9 038 165 033

DCOL/PRUTASTI67S.1
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a4 RATES AND CHARGES (CONTINUED)
42 Private Line
411, Imer-POPF Chansnch

42 1LA. Mileage Measarements - Milcage measurement is the distance in airline miles
between locations. For POP 10 POP (or VPOP) Service, the mileage is the distsnce between
the V&H coondmates of the POP or VPOP. Miles are measured using the calculation of
nirline miles as specified in NECA Tariff F.C.C. No. 4. Fractional miles are rounded to the
next higher mile.

410LE Rates — The Raes for Inter-POP Channels are based on the type of service and the
Cistance, measured in miles, between POPs or VPOPs and consist of a fixed snd per mile

component.

Scrvice Fixed Per Mile
Voicegrade $284.00 $0.33
9.6 Kbps $284.00 $0.36
5664 Kbps $284.00 $0.33
1.5 Mbps $284.00 $387

412 Acces Chanach

412A Mileage Messarements - Mileage measurement, when required, is the distance in
sirline miles betwesn Local Exchange Carrier serving wire centers. Miles are measured using
the calculation of sirline miles as specified in NEC/. Tariff F.C.C. No. 4. Fractional miles
are rounded o the next higher mile.

L2128 Rates - The Rates for Access Channels are based on the type of service and the
distance, messured in miles, between Local Exchange Carrier serving wire conters.

Voicegrade  S177.00  $177.00 $1.29 $1800.00
9.6 Kbps £37.00 $237.00 $2.14 $1200.00
664 Kbps  3389.00 $389.00 $6.24 $1400.00
1.5 Mbps $740.00 $740.00 $25.00 $2500.00

DCOL /PRUIASTSE7S. 1
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4, RATES AND CHARGES (CONTINUED)
43, Custom Network Services
43.1. Virtual Network Service (VNS)

43.1.A. Rate Periods — The Rate Periods used for VNS include Standard, Discount
and Economy, are based on the time of the originating end at the stant of the call and
are applied as foliows: Standard time is from 7:00 AM to 7:00 PM, Discount time is
from 7:00 PM to 12 midnight and Economy time is from 12 midnight to 7:00 AM.

43.1.B. Mileage Measurements — Mileage measurement, when applicable, is the
distance in airline miles between locations. For OnNet Service, the mileage is the
distance between the V&H coordinates of the POP or VPOP of the originating
station snd the V&H coordinates of the POP or VPOP of the terminating station. For
On-DMNet Service, the mileage is the distance between the raie center of the ofT net
station and the V&H coordinates of the FOP or VPOP of the dedicated station. For
Dial Up Service, the mileage is the distance between the rate center of the
originating station and the rate center of the lerminating station. Miles are measured
using the calculation of airline miles is as specified in NECA TanfTF.C.C. No. 4.

13.1.C. Rates - The Rates for VNS are based on the type of call, time of day, day
of week, length (in miles) and duration. The Initial Period is 18 seconds and the
Additional Period is 6 seconds. Following are the rates for the different types of
VNS calls.

43.1.C.1. OuNet — OaNet Service is provided between Customer Premises that are
connected to the Company POP or VPOP using dedicated Access.

DCOL/PRUIASTSETE. ]
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4. RATES AND CHARGES (CONTINUED)
43 Castom Network Services (continuved)
431 Virtzal Network Service (VNS) (coatinwed)
43.1.C. Rates (continwed)

431.CL On-OffNet - On-OffNet Service is provided between locations using
dedicated Access to connect the Customer Premises 1o the POP or VPOP on one
end and 5 Customer Premises using switched access at the other end.

Standard Drsconar ¢ Economy

Milenss  Inmal Add’| Injtial Al Initial Addl

o220 050 030 060 020 045 D015

0-50 050 030 060 020 045 015

50-100 090 030 060 020 045 015

100 + 0%0 030 050 020 045 015
4.3.L.C3. Disl Up Access from Registered Sites - Dial Up Access is provided
network uting an sccess suthorization mechanism of the originating end.

Standard Duscount Economy

Milosgs  lama) Add) Instial A Initial Add’l

0-20 090 030 060 020 D45 015

20-50 00 030 060 20 045 015

50-100 ] 030 060 020 045 015

100 + o 030 060 00 D45 015

PCOL/PRUIASTS6TS. ]
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Via FEDERAL EXPRESS UTILITIES COMMISSION

Mr. William Bullard, Jr.

Executive Director

South Dakota Public Utilitiss Commission
State Capitol Building

500 East Capitol Avenue

Picrre, South Dakota 57501-5070

Re:  Application of Concert Communications Sales LLC for a Centificate of
ity — 7

Dear Mr. Bullard:

Concrt Communications Sales LLC (*CCS"), by the undersigned, hereby
submits its responses to the Commission’s data request in the sbove-referenced docket. For your
coavenience, the responses correspond directly to the data request and are as follows:

L. As discussed in the application, CCS is an indirect wholly-owned
subsidiary of Concert Communications Company, which in tum is an indirect wholly-owned
subsidiary of British Telecommunications plc (“BT™). BT's prir zipal activity is the supply of
local, long distance and intemational telecommunications servio s in the United Kingdom and
around the world. Through Concert, BT provides managed, voice, data, and Internet services on
a global basis to multinational companies. The Applicant, CCS, is 2 new company that was
formed to enable BT to provide intrastate services to such multinational companies as part of its
effort to provide end-to-end services. As a result, CCS's marketing efforts will be to those
maltinstional customers with locations in the State of South Dakota. Thus, CCS's operations in
South Dakota will enhance Concert's ability to provide end-to-end international business
STVICES.

DCOLPRULARILIT




VIA FEDERAL EXPRESS
Mr. William Bullard, Jr.
Executive Director
August 5, 1999

Page Two

2 Attached hereto as Attachment A is a copy of CCS's balance sheet, and
income statement for Commission review and a request for wziver from the requirement of
ARSD 20:10:24:02(8) to furnish a cash flow statement.

3 CCS’s tax payer identification rumber is 54-194-9535.

4, Section 2.2.4.A of the tarifT has been revised 1o delete reference to the
Universal Service Surcharge. (See Attackment B).

5 Section 2.2 6 of the taniff has been revised to clanify that customers will be
given 180 days to dispute an invoice. (See Attachment C).

6. Section 2.2.6 of the tanifT has been revised to include the toll free number
of the Commission. (See Attachment C).

7. Section 4.3.1.C.1 of th= tanifT has been revised 1o include rates for OoNet
services. (See Avachment D).

In addition, all references to deposits and advanced payments in Section 2.2.4 of
the tanfT hrve been deleted (sec Anackment E). Should the company opt to provide prepaid
calling cands or require deposits or advanced payments from customers in the future, CCS will
amend its tarifT accordingly and, if required, post a $25,000.00 bond.

Finally, enclosed picase find two copies of this filing, a duplicate and a self-

addressed, postage pre-paid envelope. Please date-stamp the duplicate and return in the envelope
provided. If you have any questions, [ may be reached at (202) 955-9767.

MQ&L#

cc: Michelle Famis







Concert Communicstions Sales LLC
January 31, 1989

ASSETS

Current assels
Cash at Bank & in Hand
Accounts Receivable
Third Party Debtors
Infragroup Investments

Total current asssts

8loco8

Fixed assets
intangible assels
Land, Buddings, Plard & Equip
Investments

Totsl fixsd ssssts
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Concert Communications Sales LLC
Profit And Loss Account
January 31, 1999
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CONCERT COMMUNICATIONS SALES LLC
WAIVER REQUEST
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Date: August 5, 1999
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1. GENERAL REGULATIONS (CONTINUED)
12 OCbligations of the Customer (continged)
113, Peymenis snd Charpes - (contizeed)

113.R. Prymest for Service - The Customer s responsible for payment of all Charges for
Service formashed by the Company 1o the Customer. Charges for cach Service shall commence
MBWWMMMMMG—I{%M
Cosstruction Charges, Monthly Charges and Ussge Charges, are due and paysble wpon
recespt. Usage Charges shall be assessed m arcars.  Monthly Charges will be sssessed i
advance. lovosces will be submtied monthly.

The Customer shefl not be cxrused from paying the Company for Service provided 1o the
Costomet or sy portion thersof on the basis thay omsthorized e or misuse occurred over
the Service. The Customer shall mdesnnify and hold harmicss the Company against all costs,
cxpeasci, cloms or achoes arming from cnauthorized use or mususe of aoy nstre of the
Service

124 Misceloncows Rates snd Charges - OCS may adjust its rates and charges or impose
additions] rates and charges om ms Customers i order 1 recover amounts i is required by
governmental or quas-governmental authonties 1o collect from or pay 1o others m suppart of statutory
or regulsory programs.  Examples of sach programs mclude, but are not hosited (o, the Primary
Imterexchunge Carner Charge and compensation to payphone service providers for the use of their
peyphoses o access OCS service.

1244 [RESERVED FOR FUTURE USE]

DCOY /PRUTAS 75675 .1
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1. GENERAL REGULATIONS (CONTINUED)
Obligations of the Customer - (continued)

124, Billiag Disputes - When the Customer disputes a bill for the Company's Service, the
Customer shall: (I) pay any undisputed portion of the bill or, at the Customer’s clection, pay the
disputed portion pending resolution of the dispute; (i1) advise the Company in wniting that the bill or
any portions thereof are disputed by the Customer; and (i) provide a written explanation of the basis
for the despute withm 180 days of the mvoice date in question.

The Company will review the Customer’s bill and notify he Customner within a reasonsble time of the
outcome of its review. If the Company agroes with the Customer, it shall credit the Customer's account
for any disputed amounts pasd by the Customer. If the Company disagrees with the Customer, any
desputed amount unpaid by the Customer shall become payable upon notics to the Customer.

If there remains a disagreement sbout the disputed amount afer mvestigation and review by the
Conyany, the Customer may file an appropriate complaint with the South Dakota Public Utilities
Comemission  The address and phone number of the Commission is:

South Dakota Public Utilitics Commission

500 Exst Capitol Avenue, Pierre, SD $7501-5070
(605) T73-3201

(8001 117.1782

TTY -BOO-E77-1113

Eilling inquines may be directed to the Company at ifs tol] free number- 1-877-428-2862

2.1.7. Use of Service — Service may be used to transmit commumications of the Customer or User in
4 maneer consistent with the terms and conditions of this Tariff and the policies and regulations of the
Commission and other authorities involved.

hwnnhmﬂnﬁpmmhcﬂﬁmhl&%wﬂmﬂwnﬂkﬁmfwm
illegal purpose, or in a manner that violates the law, or for annoying any person, or in 8 manner that
mterferes with the reasonsble use of the Company's Service by other customers or users.

The Customer shall casure that the use of Service by the Customer or User shall not (I) interfere with
any other Service offered by the Company: (ii) endanger the safety of the Company's employees or the
public; or (iii) dammge or require change in or alterstion of Company Facilites or interfere with the
Wﬁnﬂiﬁﬁn‘ufnchﬁdﬁhﬂ.lfmym&ﬂiﬁwmwbyhﬁm
uUuchm;muhhlytnmmhhzlﬂ«m{nm.h&uwyﬂymmdw
mm,w&wmmm:&muhﬂhmhmww
such harard or mterference
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CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C. NO. 1
Manager, Rates and Tanfls Onginal Page 27

11921 Freedom Drive, Reston, VA 20190

Tssued:

Effective:

4. RATES AND CHARGES (CONTINUED)

43 Custom Network Services

43.1.

Virtual Network Service (VNS)

43.1.A. Rate Periods - The Rate Perrods used for VNS include Standard, Discount
and Econoary, are based on the time of the onginating end at the start of the call and
are apphed 23 follows: Swndard tme 15 from 7,00 AM to 7:00 PM, Discount tme 13
from 7:00 PM to 12 midnight and Ecosomy time is from 12 aadrnight to 7:00 AM.

43.1.B. Mileage Measurements ~ Mileage measurement, when applicable, is the
distance in arrline mules between locabons.  For OnNet Service, the maleage s the
distance berween the V&H coordinates of the POP or VPOP of the onigimating
station and the V&H coordinates of the POP or VPOP of the termenating station. For
Oo-OffNet Service, the mileage 13 the distance between the rate centes of the off net
station and the V&H coordinates of the POP or VPOP of the dedicated station. For
Dnal Up Service, the maleage i3 the distance between the rate center of the ongnating
station and the ratc center of the tormumating stabon.  Mules are measured using the
calculation of airline miles is as specified im NECA Tanff F.C.C. No. 4

4.3.1.C. Hates - The Rates for VNS are based on the type of call, ume of day, day
of week, leogth (m mules) and dunabon. The lmnal Pemod &3 |8 seconds and the
Addinomal Period « o secoo™s.  Followng are the rates for the differcnt types of
VNS calls.

43.1.C.). CaNet - OaNet Service s provided between Customer Premuses that are
connecied 1o the Company POP or VPOUP usmng dedicated Access.

Standard Dhiscount Economy

Milcage  lmtal
0-20

20-50
£0-100
100 +

090
090
050
090
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CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C.NO. 1

Manager, Rates and Tanffs Ongnal Page 17
11921 Freedom Drive, Reston, VA 20190
lsswed: Effective:

L GENERAL REGULATIONS (CONTINUED)

22 Obligations of the Customer (continued)
12.4. Miscellancous Rates and Charges

1.24.D. Optional Billing Arrangements - (continued)

224.D3. Third Number Bifling - This option allows a call 10 be billed to a
telephone number identified with a station other than the calling or called one,
Charges to be billed to a third number are subject to venification by the Company
that they will be accepted at the third mumber, pnor to completion of the call
Other cfforts may be undertaken subsequently by the Company, as necessary, lo
determune responstbility for payment of such calls. Third Number Billed Calls are
Botl perminted to be billed 1w stations located in CNMI or Guam

22A.E. Gross Receipts Tax - When utility or telecommunications sssessments,
franchise fees, or privilege, license. occupational, excise, or other similar taxes or
fees, based on interstats receipts are mmposed by certain taxing junsdictions upon
the Company or upon local exchangr companies and passed on 1o the Company
through or with interstate access charges, the amounts of such taxes o fees will be
billed to Customers in such a taxing jurisdiction on a proraied basis. The amount
of charge that is prorated to each Customer’s bill 1s determined by the interstate
telecommunications services provided to and billed 1o a Customer service locaton
in such a taxing junsdiction with the aggregate of such charpes equal to the amount
of the tax or fee imposed upon or passed on to the Company.

125 [RESERVED FOR FUTURE USE]|
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Via FEpEmal EvraEss

Ms. Michelle Farris

South Dakota Public Utilities Commission
State Capitol Buildug

500 East Capitol Avenue

Pierre, South Dakota 57501-5070

Re:  Application of Concert Communications Sales LLC for a Certificate of
Authority - PUC Docket No. TORF027

Dear Ms. Farris:

Per your request via iclephone today, attached is a revised page 15 to Concent’s
tarifl showing the agreed changes to Section 2.2.3.B. If you need anything clse this week, please
do not hesitate to call me at 202-955-9786.

Sincerely,

cc: Andrea D. Pnutt

CTLPRLLATETYY |




CONCERT COMMUNICATIONS SALES LLC TARIFF P.U.C.NO. 1

Mamager, Rate: and Tan(h Original Page 15
11921 Freedom Drive. Reston, VA 20190
lssued Effective.

2 GENERAL REGULATIONS (CONTINUED)
11 Obligatioss of the Customer (coatinued)
113, Payments sad Charges - (continacd)

113R Paymest for Serviee - The Customer is responsible for payment of all Charges for
Service fumished by the Company 0 the Customer. Charges for each Service shall
commence on s Operational Service Date. Charges, mcluding Local Access Channel
Chwrpes, Special Construction Charges, Mont! Iy Charges and Usage Cherpes, are due and
payable upon receipt.  Usage Charges and M wthly Charges shall be assessed in amvears.
Invoices will be submined monthly.

The Customer shall not be excused from paymng the Company for Service provided 1o the
Customer or any portion thereof on the basis that unauthorized use or misuse occurred over
the Service. The Customer shall indemnify and hold harmless the Company against all costs,
expenscs, claims or actions arising from unauthonzed use or misuse of any nature of the
Service

124 Minccllancous Rates and Charpes - CCS may adjust sts rates and charges or impose
additsonal raics and charges on i Cusiomers in order to recover amounts it is required by
povormmenta! or quasi-governmental authoritics to collect from or pay 1o others in suppon of detuory
or regulstory programs. Examples of such programs include, but are not limited to, the Primary
Interexchange Camier Charge and coupensation 1o pryphone service providers for the use of their
payphones 1o access CCS service

2114 A [RESERVED FOR FUT!'RE UFE)
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION OF ) ORDER GRANTING
CONCERT COMMUNICATIONS SALES LLC ) CERTIFICATE OF
FOR A CERTIFICATE OF AUTHORITY TO ) AUTHORITY
PROVIDE TELECOMMUNICATIONS )

SERVICES IN SOUTH DAKOTA ) TCo9-027

On March 29, 1999, the Public Utilities Commission (Commission), in accordance
with SOCL 49-31-3 and ARSD 20:10:24.02, received an application for a certificate of
authority from Concert Communications Sales LLC (Concert). On June 3, 1999, Concert
filed an amended application,

Concert seeks authority to operate as a reseller of intraLATA and interLATA
interexchange lelecommunications services throughout the state of South Dakota.
Services will nclude 1+ interexchange services, data transmission senvices, including but
not imited to MTS, prvate ine. WATS, post and prepaid calling cards, toll free, ISDN and
frame relay services. A proposed tanff was filed by Concent. Tmt:mmssmhas
classiied long distance service as fully competitive.

On Apnl 1, 1999, the Commission electronically transmitted notice of the filing and
the intervention deadline of April 16, 1999, to interested individuals and entities. No
petitions to intervene or comments were filed and at its August 17, 1999, meeting, the
Commission considernd Concert's request for a certificate of authority. Commission Staff
recommended grant g a certificate of authority, subject to the condition thal Concert not
offer a prepaid calling card or require deposits or advance payments without prior approval
of the Commission. Commission Staff further recommended a waiver of ARSD
20:10:24:02(8).

The Commission finds that it has junisdiction over this matter pursuant to Chapter
49-31, specifically 49-31-3 and ARSD 20:10:24.02 and 20; 0:24:03. The Commission
finds that Concert has met the legal requirements established for the granting of a
certificate of authonty. Concert has, in accordance with SDCL 49-31-3, demonstrated
sufficient technical, financial and managerial capabilities to offer telecommunications
services in South Dakota. Further, the Commission finds that there is good cause to waive
ARSD 20:10:24.02:(8). The Commission approves Concert's application for a cerlificate
of authonty, subyect to the condition that Concert not offer a prepaid cailing card or require
deposits or advance payments without prior approval of the Commission. As the
Commission's final decision in this matter, it is therefore

ORDERED, that Concert’s application for a certificate of authority is hereby granted,
subject to the condition that Concert not offer a prepaid calling card or require deposits or
advance payments without prior approval of the Commissic: It is




FURTHER ORDERED, that the Commission finds good cause to waive ARSD
20:10:24:02(8). Itis

FURTHER ORDERED, that Concert shall file informational copies of tariff changes
with the Commission as the changes occur.

Dated at Pierre, South Dakota, this i,;_?éz“ﬂ'i:'t'.'erylfc.'n‘;\’«.ugt.ust, 1999.

CERTIFICATE OF SERVICE BY ORDER OF THE CO SION:

The undermigned hereby coriifes el e
document has been perved todey upon ol parties. of
record i Bue docler!, ga boted on T doclod perace
B by fret chas mad n properly Scdressed
arveriooes, prepasd ereon

!
By
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SOUTH DAKOTA PUBLIC UTILITIES
COMMISSION

CERTIFICATE OF AUTHORITY

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

Authority was Granted August 17, 1999
Docket No. TC99-027

This is to certify that
CONCERT COMMUNICATIONS SALES LLC

is authonzed lo jrovide telecommunications services in South Dakota.

This certificate i1s i1ssued in accordance with SDCL 49-31-3 and ARSD
20.10:24:02, and 1s subject to all of the conditions and mitations contained in
the rules and slalutes governing its conduct of offering telecommunicalions
services.

Dated =t Pierre, South Dakota, this 247 day of M 1999,

SOUTH DAKOTA PUBLIC
UTILITIES COMMISSION:

— e
B e a / R e
PAM NELSON, Commlssmner
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LASKA SCHOENFELDER, Commissioner






