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Re: Application of STAR Telecommunications, Inc. for Authority to Provide 
lnterexcbenae Tclecommunjgtjons S;ryice wjtbjn tbe State of floridA 

Dear Ms Bayo: 

Enclosed herewith on behalf of STAR Tdccommunications, Inc. ("STAR") are an original 
and five (5) copies of STAR's Application Form for Authority to Provide lnterexchange 
Telecommunic..tions Service within the State of Florida. Also enclosed is A check in the amount of 
S250.00 to cover the filing fee. 

Please date-stAmp the extra copy and rerum it in the enclosed, self-addressed stamped 
envelope. Should you have any questions, please do not hesitate to contact Kimberly Rosenthal At 
202-424-7766. 

Enclosures 

cc: Mary A Casey (w/encl.) 
Don Hutchins (w/encl.) 
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Kimberly A. Rosenthal" 
Counsel for STAR T elccommunicatioru:, Inc 
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Dear Ms. Bayo: 

Endoted herewith on bebalt ot STAll Teloc:ommuniClllcn•, Inc. ("STAR") arc an oriainal 
and five \S) copies of STAR's AppUcation Porm for Authority to Provide lntcrcxchangc 
Telecommunications Service within the State ofFioridL AIJo enclosed i• a chedc in lhe amount of 
$250.00 to cover the filing fee. 
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BEFORE THE 
fLORIDA PUBLIC SERVICE COMMISSION 

STAR Teleeommaaleadooa,loe. 

Request for Authority to Provide 
lntercxchanac Telecommunications 
Service within lhe State of Florida 

) 
) 
} 
) 
) 
) 

Docket No.-----

APPLICATION FORM 
for 

AUTHORITY TO PROVIDE JNTEREXCHA.NGE TELECOMMUNICATIONS 
SERVICE WITHIN THE STATE OF FLORIDA 

DOCUH(NT I•IJMCt'R DATE 

07520 JUL2J~ ORIGINAL 
F PSC·R[COROS/REPOft IINu 



1. This is an application for (c:bcck one): 

(X) Original Authority (New company). 
( ) Approval ofTranafer (To another certificated company). 
( ) Approval of Alllsnment of Existing Certificate (To a noncertilicated company). 
( ) Approval for Transfer of Control (To another certificated company). 

2. Select what type of business your company will be conducting (check nil thnt apply): 

( ) Facilities Based Carrier- company owns and operates or plans to own and operate 
telecommunicatlolll switches and transmission facilities in Florida. 

( ) Operator Service Provider - company provides or plllllJ to provide alternative 
operalOr services for IXCs; or toll operator services to call aggregator locations; or 
clearinghouse ICI"Vitn to) bill such calls. 

(X) RescUer- company hu or plans to have one or more swilchcs, tlut primarily 
leases the transmission facilities of ower carrier~. Bills its own customer base for 
servica UICd. 

( ) Switchlcss Rebillcr- oompany hu no switch or trnnsmis.sion facili ties, but may 
have a billina computer. Aggregates traffic to obtain bulk discounts from 
underlying carrier. RebiiiJ end u.sera at a rutc above its discount. but gencraJiy 
below tbc rate end Uteri wou.ld pay for unaggreg:ated lrlffic. 

( ) Multi-Location Oi100unt Aggregator- oompany oontn\Cts with unaffiliated 
entities to ubtain buiJc/volume discounts under multi-location discount plans from 
certain underlying carricn, then offerr the I"C$()1d service by enrolling unaffiliated 
customcn. 

3. Name of corporation, partnetlhlp, cooperative, joint venture, or aolc proprietorship: 

STAR Tdecommaalcatlona, Inc. 

4 . Name under which the appUcant will do business (fictitious name, etc.): 

STAR Ttlecommaalcatlons, Int. 

FORM PSC/CMU 31 (3/96) 
Requited by Commission Rule Nos. 2$-24.471 and 25-24.473. 
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S. National address (including street name and number, post office box, city, state, lind tip 

code): 

STAR TelecommualcatJoaa, Inc. 
213 Eut De La Guerra Street 
Saata Barbara, CalllontJa 93101 
(805) 899-1962 (Telepboae) 
(805) 899-2972 (FacslmUe) 

6. Florida addrcu (lnoludlna atreet name and number, post office box, city. slllte, and zip 

code): 

Applleut doa aot bave aa offic:e ln tbe State of Florida at tbiJ time. 

7. Slnlcturo of orpnivuion: 

( ) Individual ( ) Corporation 
(X) ForeiiD Corporation ( ) Foreign PA11nmhip 
( ) General Partnership ( ) Limited Partnership 

( ) Other,------

8. If applicant is an individual or p.annenhip, please give name, title, and address of aole 

proprietor or partners. 

Not applicable. 

(a) Provide prool of compliance with the foreign limited partnership statute (Chapter 

620.169 FS), if applicable. 

(b) Indicate if the individual or any of the partners have previously been: 

( I ) adjudged bankrupt, menta.l ly incompetent, or found guilty of any felony or 
of any crime, or whether such a ... tiona may result from pending 
proceedings. 

(2) officer, director, partner, or ltockholdcr in any other Florida certificated 

telephone company. If yes, give name of company and n:lationahip. I r no 
longer UIOOiatcd with company, give rouon why not. 

FORM PSC/CMU 31 (3/96) 
Required by Commluion Rule Nos. lj-14.471 and 2S·24.473 . 
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9. If incorporated, pleuo give: 

(a) Proof from the Florida Sccreury of State that the applicant has authority to 
operate in Florida. 

A copy of Applkut'a Certtflcate of Aadlority to trnaact bulaw Ia 
the State of Florida 11 a forel&a corporation b altacbed bereto as 
Exhibit 1. 

Corporation charter number. F97QQOOQJ370 

(b) Name and address of the company's Florida registered agent. 

Corpondoa St-rvke Compaay 
1101 Hays Strett 
TaUahuue, Florida 31301 

{c) Provide proof of compliance with the fictitious name ltatuto (Chapter 865.09 FS). 
if applicable. 

Not appUeable. 

Fictitious name ~ji1tn1ion number. 

(d) Indicate if any of the ~mccn, directors, or any of the ten largest stocXholders have 

previoUIIy been: 

(I) adjudged bankrupt, mentally incompetent, or found guilty ofnny felony or 
of any crime, or whether such actions may ~ult from pending 
procccdinp. 

NODI of STAR'• omc:t-n. dlrtceon.nor any oftbe tea lii'Jat 
atoeklloldtn. bave prevfoully MtD adjudaed baokrupt, mea tally 
lDeompetut, or foaad &allty of uy felony or of aay ulme; a or are 
uy ndt proeudblp peadlDJ. 

FORM PSC/CMU 31 (3/96) 
Required by Commission Rule Noa. 15·24.-471 and 15·24.473 . 
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(2) officer, db·cctor, panncr, or atoc:lcholdcr in any other Florida certificated 
telepb.>no company. If yea, give name of company and rclatiolllhip. If no 
lonp UIOCiatcd with company, Jive reason why not. 

Ya. Tile rouowtoa omeen ud dlretton or STAR were previoully ID 

omeu, dlreetor or ltocldlolder or aootber Ftorlda tertJfieated 

tdtplloa~ compuy. 

Clirlt Ed1eeomb It 1 former Officer and Dln<:tor of WCT 
Commuoleadotu, lac. ("WCT"), loe~ted In Suta Barbara, 

CA. Mr. Edeeeomb reslpcd from bb position, and b no 

loaau active wttb wcr. 

Jolul Soedeaar b 1 current Omcer and Director of United Dl&ltal 
Network, hie., located In Irvine, CA. In addition, Mr. 

Sa cdepr previou1ly wu a Director of WCT Communltallona, 

Inc. Mr. Saedqar resl&acd from Ills potltJon, ud ll no lonau 

ICdvt with WCT. 

Gordon Hatcllbu, Jr.ls a curre11t Director of United Dl&llal Network, 

lac., located In Irvine, CA. In addJIJon, Mr. Hutcblo1 was 
prevtoa1ly a Director ofWCT CommualeatlonJ,Inr. 

10. Who will servo u liaison with the Commluion in regard to (pleuc give name, title, 

eddrea, and telepbooo number): 

(a) Application: 

Maraaret M. Charles. E1q. 
KJmberly A. Rosenthal, Esq. 
Swtdler & BerUa, Cbartertd 
3000 K Street, NW, Salle 300 
Wublaatoa, D.C. 20007 
(202) 414-7766 (Telepbone) 
(102) 414-7645 (Fae~lmiJe) 

With a copy to: 

FORM PSC/CMU 31 (3/96) 

Mary A. Cuey, President ud ClllefOperadaa Officer 
STAR TekeommaJIJcadonJ, Inc. 
l:U Eat De La Gaern Street 
s .. ta Barbara, Callfon~Ja 

(805) 899-1961 (Telepboae) 
(805) 899-1972 (FaCIImJJe) 

Required by Commission Rule Not. 25-~.471 and 2~·24.473. 
- .5 -



(b) Official Point ofConlaet for tho ongoing operatioN of the eompnny: 

(c) Tariff: 

M•ry A. Cuey, Presldeat ud QldOperatlag Officer 
STAR TdecommuJcadou, hac. 
llJ Eut De La Guerra Street 
SIWtl Barbara, Calllornla 
(805) 899-1962 (Tdepboae) 
(805) 899-2971 (Faealmlle) 

Su respoue Co lO(b ). 

(d) Complaintallnqulriea from CUJtomen: 

Su rapoue to IO(b). 

I I. List the stalCI in which the applicant: 

a) Hu operated u an lntercxcbangc canier. 

STAR doa Dot praeaUy optnte u llD latrutate lnterexc:bllage 
carrier. 

(b) Has applicatioDJ pending to be c:ettificated as an interexchansc carrier 

AppUcul d 1D tbe proceu or obUialag lntrutate lnterexc:baage 
autborfty, when required, Ia oumeroaa autea tbrougboutthe United 
Statu, 1Ddad1D& Artzoaa, California, Coaaec:llcut, Ceorala, Nevada, 
Ore,oa, Peaaaytvaala and Wublogtoa. 

(c) Ia certificatod to operate u an iotercxchangc carrier. 

STAR II etrdfteated to operate u a raeUer or all forma or tdepbooe 
auvfee IDdudiDaiDtrutlte IDterexcbaaee service. In the state of New 
Yort. (Case No. 97-C-0419,&raated June •· 1997.) 

(d) Has been denied authority to operute as an interexcllange carrier and the 
cin:umatancea involved. 

None. 

FORM PSC/CMU 31 (3/96) 
Required by Commission Rule Nos. 25-24.471 and 25-24.473. 
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(o) Has bad rtgulatory penalties imposed for violations oftelecommunicntions 
statutes and tho circlll1lltancea involved. 

No a e. 

(f) Hu been involved in civil court proceedings with an ioterexchange carrier, local 
exchange company, or other telecommunications entity and the circumstnnees 
involved. 

M wt .. uy ptbUdy II tid corporadoa, STAR lw otcadoaally beo bolla tlae 

ddeadut ud tile plallldlfhl Udpdoa. ne cua wlllda STAR bu beta lavolved 

Ia do IOC DllttrtaDy aft'ed STAR'• naudal, te<IIDical or maaaacrlalabWlln, or 
STAR'• operatloJU. 

12. What services will tho applkant otTer to other certificated telephone companies: 

( ) Faeilitica ( ) Opcrotors 
( ) Billing and Collection ( ) Sales 
( ) MaintenaDco 
0Q ~~Nuo~•~e.~-------------------

At leut luJtlaUy Appl.k::aat doel DOt hne IDillket plans to provide services to other 

carriers, bowenr, It rCICI 'a dat rtpt to radl fldlltla or mvl"' to other 
cert.U'kated carrlen, depeocUDa upoD business, lepl or ft~Ulatory raaora. 

13. Do you have a marketing program? 

STAR'• DW'Itetllll proan:n IJ aot fiaallud: bowever, STAR exp«ta tbat Ita 
markettaa campalp wtlllaldally ladude dlr«t tales peraoaacl aod lndepeadent 

coatraetor markedAI aaeau. 

14. Will }'OW' wulceting program: 

{X) Pay commiaioM? 
( ) Offer sales fillnchisea? 
( ) Offer multi-level salca incentives? 
( ) Offer other Illes incentives? 

IS. Explain any of tho offers cncckod in question 14 (to whom, what IUTIOunt, type of 
franchise, etc.). 

Botb dlred aa.lea penoaatl ud ladepeadeat coatractor marketing aaeata wtU be 

paid 11lea commbtloaa bued apoa tbe vola me or aew baalaeu tbey aentrate. 

FORM PSC/CMU 31 (3196) 
Requited by Commlsllon Rule Nos. 1S-2A.471 and 25-24.473 . 

. 7. 



16 Who will receive the billl for your ICI"Vices ( eboclc all that apply)? 

(X) Residential Customcra (X) Busincu CUstomcra 
() PATS Providcra () PATS Station Bnd-Uecn 
() Hotels and Motels {) Hold and Mold Ouw 
() Universities () Univ. Dormitory Residents 

() Other, 

At lut laitially Appl'aat bl ao piau to provide HtYke co otbtr than mldendAI 

aod b..U.ea uen. Ba.ed upoa operatilla upeua aad market coodltlou, 
however, tbe Compaoymay upaod Ill ltrvlca to other markeu. 

17. Pleue provide the following (af applicable): 

(a) Wall the name of your company appear on the bill for your ICI'Viccs and, if not, 

who will the billed party contact to ulc questions about tho bill (provide name and 

phone number) and bow Ia thiJ information provided? 

Yes, STAR'• name wW appear on bWsnnl to cuJtomen. 

(b) Name and address of the firm who will biD for your ICI"Vices. 

STAR will perl'orm Ill own bllUna opentlon1. 

18. Please provide all available doc:ument&tion demonstratina that tho applicant hu the 

following c:apabilitiea to provide interexchange tdccommunicatlons ICI"Viu in Florida 

A Financ:lal capability. Set Rlblbft 2. 

Resardina the ahowmg offinanc:ia.l capability, tho following applies 

Th~ ~'r!'lic:atlon &bou!d contejp the applicant's financial statements, including 

I . the balaoco sheet 

2. income stst ement 

3. statement ofretaioed earnl:ngs for the most reccmt 3 yta11 

FORM PSC/CMU 31 (3196) 

Required by Commission Rule Not. 25-24.471 and 25-24.473. 
- 8-



If available, the 6Nndtlatatements should be audited financial statements. 
If the applicant does not have audited tinancitl statements, it shal.l be so stated. 
The unaudited financialatatemenu abould then be signed by the applican! '5 chief 
executive officer and c:hieffina.ucial otBcer. The dgnatures should affian that the 
Anangiat atatcmcnt• vo true and correct. 

B. Managerial c:apability. See Exbiblt 3. 

C. Technical capability. See E'lhlblt 3. 

19. Please submit the propoaed tariff under which the company plana to begin operation. Use 
the format ~by Commiuion Rule 2S-24.48S (example enclosed). 

STAR's proposed tariff Is appended bereto u Emlblt 4. 

20. The applicant wiD provide the following in:erc:xchange carrier services (check all that 
apply): 

AppUcut Is leddal autborfty to provide an romu or direct dialed intcruchuae 
Service OD I male bulL 

( ) MTS with discanoe lelllitive per minute rates 

( ) Method of access is FGA 
( ) Method of access is FGB 
( ) Method of' access is FGD 
( ) Method of access is 800 

( ) MTS with route Jpeclfic rates per minute 
( ) Method of w:a• is FGA 
( ) Method of access is FGB 
( ) Method ofaccess ia FGD 
( ) Method of access is 800 

(X) MTS with statewide Oat rates per minure (I.e., not distance sensitive) 

( ) Method of access is FGA 
( ) Method of access is FGB 
(X) Method of access ia FOD 
( > Mcmoo of~ iJ soo 

( ) MTS for pay telephone servic:o providera 

( ) Block-of-time c:a1llns plan (Reach Out .Florida, Ring America, etc.) 

(X) 800 Service (toll &ee) 

FORM PSC/CMU 31 (3/96) 
Required by Commission Rule Nos, 25-24.471 and 25·24.473. 
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(X) WATS·type Service (bulk or volume diKount) 

(X) Method of accw is via dedicat.ed faciJitlea 
(X) Method of access is via switched facllitlea 

( ) Private Line Servi:c:es (channel aervicea) (/.1. , J.S« mbs., DS-3, etc.) 

(X) Travel Service 

( ) Method of acc:eu is 9SO 

(X) Method of acces~ is 800 

( ) 900 Service 

( ) Operator Servicea 

( ) Available to presubscribed customers 
( ) Available to non·presukcribod customer~(/ .• . , to patrons of hotels, 

ltUdentJ in univmitles., patientJ In boapitJIJ) 
( ) Available to inmatea 

Services included ~= 

( ) Station wiltanee 
( ) Penon-to-Penon wist.anee 
( ) Directory assistance 
( ) Operator verify and interrupt 
() Conf~~ 

21 . What does the end-uaer dial for each of the intercxcbangc carrier servicea that were 
checked in aervicea included (above)? 

22. Other. 

Tbe asd·uter wW dial either "1., or an 100 number to aeceu these 1ervica. 

Appllcaat beftby requetta a waiver to maintain Us records outside the State 
of lllorlcla. 

FORM PSC/CMU 31 (3/96) 
Required by ConunJJslon Rule Nos. 2.S·2A.471 and 2.S·2A.473. 
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"APPUCANJ ACJCNOWI.t;DGM!NI STAJEMJ:NI" 

J. REGULATORY ASSE:SSMEN r FEE: I undcntand that all telephone companica mual 
pay a rcgu1laocy uaeament Ceo in tho amount of .lS ofgno percent of its grou opera1ina 

revc:nuo derived from iubutlle buaincu. Reprd.Jeu of the aroa opcntina revenue of a 
company, a minimum annualiiiCIIIncnl fco ofSSO it nquircd. 

1. GROSS RECEIPTS TAX: I undentand that aU telcpbonc companies must pay a grou 
receipts tax of two md ono-ba!Cpcmmt on all intra and intentatc busincas. 

3. SALES TAX: I undtnt.and that a seven pen=11 aalca tax must be paid on intra and 

iiiWIWc rcvtllUCI. 

4. APPUCA TION FEE: A noo-rct\mdablc applic..ltion foe of$250.00 muat be aubmlltcd 
with the applicatioo. 

5. RECEIPT AND UNDERSTANDING OF RULES: I llclmowlcdge receipt and 
undentandina of the Florida Public Service Commission's Rules and Onlera rclatina 10 

my provision ofintcrcxc:hanao tclcpbono acrviee in Florida. I also understand that II is 
my reaponaibiUty to comply with all cumnt and future Commiuion rcquircmcnll 
rcsanHn& int«e:xc:hanao itelepbooc ICI'Viee. 

6. ACCURACY OP APPUCATION: By my signature below, l,lbe undersigned owner 
or officer of tho DIIDCd utility in tho application, lttelt to the accuracy of the information 
contained in tbia application and UIOCiated attaclunenll. I have read the foregoing and 

dccl~ that, to tho beat of my lcnowlcdac and belief, the infonnation ia a true and eorrcc:t 
statement. 

hrtller, I am aware ~at, panaut to Claapter 837.06. J11orlda Stahl tea, 
"Wboever bowiiiiiY makes afaiH 1Catemet1t Ill wrlttaa witlltbe Ia tea ceo mblead • 
publlc aervut Ia tile performuce or ltJI oflklaJ daty sltaU be pUty or a 
mls4fttr:~lll or tile HC:Oid dearee, puJabbk U provided Ill L 775.081 Ud L 775-
083,,. 

IJTIUU OWQAL: 

MaeyA.C•en 
PmlflgtJCQQ 

Title 

FORM PSC/CMU 31 (3196) 
Required by Commission Rule Nos. 25·24.471 and 25-24.473. 
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Date 

(10$) 899:1961 
Telephone Number 



APPENDIX A 
APPBNDIXB 
APPENDIXC 
APPENDIXD 

EXHIBIT I 
EXHIBIT2 
EXHIBIT3 
EXHIBIT4 

lfl6l4.1 

APPENDICES 

CHRTIFICA TE TRANS PER STATEMENT 
CUSTOMER DEPOSITS AND ADVANCE PAYMENTS 
INTRASTATE NETWORK 
FLORIDA TBLBPHONB BXCHANOES AND EAS ROl..TTES 

EXHIBITS 

CERTIFICATE OF AUTifORJTY TO TRANSACT BUSINESS 
FINANCIAL STATEMBNTS 
MANAGERIAL AND TECHNICAL QUALIFICATIONS 
PROPOSED TARIFF 

FORM PSC/CMU 31 (3196) 
Required by Commilakm Rule Not. 2.5-2.4.471 and 15-2.4.473 . 
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•• AppENDIX A ** 

CERTIFICATE TRANSFER STATEMENT 

Not appUcable. STAR Tc!Koaunaalcadoal,lac.la applylaa ror orf&Jaalautborfty. 

1, (I'YPE NAME) ___________ __.(TITLE) __ 

--------------~of~AMEOFCOMP~-------------------

-------and currant holder orcertlncale number _____ __. have ~viewed 

t.hl.a application and join in the pc:tltioner'a request for a tranlfcr of the above-mcntio~o~ certificate. 

UTIUU OWCJAL; 
Signature 

Title 

FORM PSC/CMU 31 (3196) 
Required by Commission Rule Noe. 1$-24.471 and 25-24A73 . 
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Telephone Number 



u APPENDIX B u 

CUSTOMER DEPOSITS AND ADVANCE PAYMENTS 

A statement of how tho Commission can be usured of the security of the customer's deposits 
and advance payments may be responded to in one of the following ways (applicant, please check 
one): 

(X) The applla~nt wW not eollect depoaltl nor wiU It collect paymentJ for service 
more tban one month In advance. 

( ) Tbe applluDt will rue wltb the Commlulon and maintain a surety bond in an 
IJIIOWlt equal to the CUJTent balance or deposiu and advante pay menta In ncaa 
or one month. (Bond must accompany application.) 

UTILITX OWClAL; 

Mary A. Caw 
PraJdcgt/COO 
Title 

FORM PSC/CMU 3 i (3/96) 
Required by Commission Rule Nos. 2S-2A.471 and 2S·2A.473. 

- 14 . 

(805) 122-1262 
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•• APPENDIX c •• 

INTRASTATE NETWORK 

JnldalJy, STAR plaa• to offer aervtua to Ill IUbtcriben throucb tbe resale or other 

certUkated IDterudla.aae carrien' CadUties a.ad network ekmeatJ. STAR bas no plan 

Cor coutraetlac (acUJdel Ia Florlcla at tbll time. It STAR creates a plu for 

eonatractillc ttl OWII Florida CadUda, It wlll IDform tbe Commllalon, and eomply 

with the CoJDJDJaloa'• reqnlremall a.ad all other rekva.at rqulatlou. 

I. POP: Addreues where located, and indicate if owned or leucd. 

I) 

3) 

Not applkable. See above. 

2) 

4) 

2. S\ /ITCHES: Addteacl where loc:aled, by type of twitch, and indicate if owned or leased. 

I) 

3) 

Not applicable. See above. 

2) 

4) 

3. TRANSMJSSION FACILITIES: POP-to-POP facilities by type of facilities (microwave, 

fiber, copper, aatcUitc, etc.) and lndicalc if owned or leased. 

Not appUcable. See above. 

POP-to-POP 

I) 

2) 

FORM PSC/CMU 31 (3196) 
Required by Commission Rule Not. 25-24.471 and 25-24.473. 
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•• APPENDIX C •• 

INTRASTATE NETWORK (continuod) 

4. ORIGINATING SERVICE: Pleuc proYide the liat of exchanges wbcra you arc proposing 
to provide oriJinttina ICrVico within thirty (30) days after the efToctivc date of the certificate 
(Appendix D). 

STAR teekl aa~ortty to ortpaate lDttRJdiDit ttkcommaalcadoaaiCrvlcc 
dlroapcnd tile State or Florlcb. 

S. TRAFFIC RESTRicriONS: Please explain how the applicant will comply with the 
E.ABA requirementa contained in Commission Rule 2S·24.471(4)(a) (copy enclosed). 

AI dacrlbed more tu.Uy lD the body of thb Applkatloll, STAR proposes to 
provide .. terudtup ~ oa a resale bub. Tbe certUJcated carrten from 
wtaJc:b STAR pardlqa HrVIca for raale will be rapoaalble for complylD& 
wttb Com•"dne Rale ~l4.471(4)(a). UST AR dcplo)'llll erma fadUdcHIM 
lDtuesdluae eervke, It wflJ do 10 lD a mener tbat recoplus tbat "the loeal 
excbuce COIIIpuy aball be die aole carrier for 0+ loeal, 0- local ud 0-
IDtraLATA tollealll clJaled by aad IUUL" STAR wfll"aot cbuce or aupeDt 
tbe dJa.lla& pattera or nd ue.n for llllcb calla... STAR will ODiy provide 
IDtraLATA toU aervlcet to cad aaen wbo dial STAR'• acceas code (eltbcr 950, 
800, or lOXXX). 

6. CURRENT FLORIDA INTRASTATE SERVICES: Applicant hu ( ) or has not (X) 
previously provided intrutatc tclecommunicationt in Florida. If the answer is h&t. fully 
describe the foUowinc: 

a) What service. have been provided and when did theae services begin? 

b) If the servicce arc not CWTCtltly offered, when were they discontinued? 

IITIUD' OmQAL: 

tm!dnt/COO 
Titlo 

FORM PSC/CMU 31 (3196) 
Required by Commilakm Rulo Nos. l$-24.471 &Dd 25-24.473 . 

• 16 . 

Date 

(80$) 899-1961 
Telephone Number 



•• APPENDIX D •• 

FLORIDA TELEPHONE EXCHANGES AND EAS ROUTES 

Describe the service area in which you hold younelf oul to provide service by telephone 

company exchange. If all ecrviccs listed io your tariff arc not off~ at all locations, 10 indicate. 

In an effort to assiat you, an.chcd ia a list of major cxchangc:a in Florida showing the small 
cxchangc:a with which each hu extended area service (EAS). 

•• FLORIDA EA.S FOR MAJOR EXCHANGES •• 

Extended Service 
Area 

PENSACOLA: 

PANAMA CITY: 

T ALLAHASSBB: 

JACKSONVILLE: 

GAINESYn.LE: 

OCALA: 

DAYTONA BBACH: 

FORM PSC/CMU 31 (3/96) 

with Theao BxphMgcs 

Cantonment, Gulf Breeze 
P~ Mil !On Holley-Navarre. 

Lynn Haven, Panama City Beach, 
Younptown-Fountain llJld Tyndall 
AFB. 

Crawfordville, Havana, Monticello, 
Panacea, Sopchoppy and St. Marks. 

Baldwin, Ft George. Jaclc.aonville 
Beach, Callahan, Maxville, 
MidcUcburg. Orange Park. Ponte V cdnl 
andJulington. 

Alachua. Arcbcr, Brooker, H&wthome, 
Hish Sprinp, Melrose, Micanopy, 
Newberry ond Wl\ldo. 

Belleview, Citra, Dunnellon, Forcrt 
Lady Lake (821 ), Mcintosh. Oklawaha, 
Orange Springs, Salt Sprinp and SiiYCr 
Sprinp Sbora. 

New Smyrna Beach. 

Required by Commission Rule Not. l.S-24.471 and 25-24.473. 
- 17-
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••APPENQJXDU 

FLORIDA TELEPHONE EXCHANGES AND EAS ROUTES (continued) 

TAMPA: 

CLBARWATBR: 

ST. PBTERSBURG: 

LAKELAND: 

ORLANDO: 

WINTBR PARK: 

TITUSVILLE: 

COCOA: 

MELBOURNE: 

SARASOTA: 

FORM PSC/CMU 31 (3/96) 

Central 
Eut 
North 
South 
West 

None 
Plant City 
Zephyrhills 
Palmetto 
Clearwater 

SL PetersbUJ"& Tampa-West and 
Tarpon Sp.rings. 

Clearwater. 

Bartow, Mulbetry, Plant City, Polk 
City and Wtntcr Haven. 

Apopka, Bast Orange, Lak.e Buena 
Vista, Oviedo, Wlndennerc, Winter 
Garden, Winter Parle, Montverde, 
Reedy Creek and Oviedo-Winter 
Springs. 

Aopoka, But Orange, Lake Buena 
Virta, Orlando, Oviedo, S1111ford, 
Windermere, Winter Oanlen, 
Oviedo-Winter Springs Reedy Crock. 
Geneva and Montverde. 

Cocoa and Cocoa Beach. 

Cocoa Bead!, Eau Oallie, Melbourne 
Md Titusville. 

Cocoa, Cocoa Beach, Eau 011llie and 
Sebastian. 

Bradenton, Myakka and Venice. 

Required by Commission Rule Nos. 2.S-2A.471 lDd 2.S-2A.473. 
. - 18-



•• APPENDIX D •• 

FLORIDA TELEPBON"! EXCHANGES AND EAS ROtTJ'ES (continued) 

FT. MYERS: 

NAPLI!S: 

WEST PALM BBACH: 

POMPANO BEACH: 

FT. LAUDBRDALB: 

HOLLYWOOD: 

NORTHDADB: 

MlAMI: 

Cape Coral, Ft. Myers Beach, North 
Clpc Coral, North Ft. M)'erl. Pine 
bland, Lchiab Ac.rea and 
Sanibel-Captiva ltlandt 

Marco w.nd and North Naples. 

Boyaton Beach and Jupiter. 

Boca Ralon. Coral Sprinp. Deerfield 
Beach and Ft. Lauderdale 

Coral Sprinp, Dcerlield Beach, 
Hollywood and Pompano Beach. 

Ft. Lauderdale and North Dade. 

Hollywood, Miami and Peninc. 

Homcttead, North Dade and Perrine. 

STAR aeekl aatllority to oriaJaate lat~xchaaae Ctlecommualcatloaa aervlett 
CJiroapoat tile State or Florida aC tbe rates Identified Ia Ita proposed tariff accacbed 
bereto u EDiblt 4. 

UTIUJ)' omcw.; 

TltJe 

FORM PSC/CMU 31 (3196) 
Required by Commtuloo Rule No.. 2-'-2.4.471 and 2-'·2.4.473 . 

. 19 . 

CIM)I99:1961 
Telephone Number 
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Certlfteate of Aadsortty to Trund BulDeu 



FLORIDA DEPARTMENT OF STATE 
Sandra B. Mortham 

Secretary ot State 
June 27, 1997 

esc 
AnN: W. CHARLES EARNEST 

Qualification documents for STAR TELECOMMUNICATIONS, INC. were flied on 
June 27, 1997 and aaslgned document number F97000003370. Please refer to 
this number whenever corresponding with this office. 

Your corporation Is now qualified and authorized to transact business in Florida 
as of the file date. 

A ~orporatlon annual report will be due this office between January 1 and May 1 
of the year following the calendar year of the file date. A Federal Employer 
Identification (FEI) number will be required before this report can be filed. If you 
do not already have an FEI number, please apply NOW with the lntemal 
Revenue by calllng 1-8oo-829-3676 and requesting fonn SS-4. 

Please be aware If the corporate address changes, It Is the responsibility of the 
corporation to notify this office. 

Should you have any questions regarding this matter, please telephone (904) 
487-6091, the Foreign QualificationfTax Uen Section. 

Lee Rivers 
Do~.oument Examiner 
Division of Corporations 

~untnuzober:072100000032 

Lett6r Number: 097A00034146 

Account charged: 70.00 

Diviaion ofCorporationa- P .O. BOX 6327 -'r..llahuaee, Florida 32314 j 



r 
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APPLICATION BY FOREIGN CORPORATION FOR AUTHORIZATION TO 
TRANSACI' BUSINESS IN FLORIDA 

IN COMPUANCE WTI'H SEC170N «J7.150J, FLORIDA STATUTES. THE FOUOW/NG IS 
SUBMITIED TO REGISTER A FOREIGN CORPORATION TO TRANSACI' BUSINESS IN THE 
STATE OF FLORIDA: 

1 . STAR TFt f&OMMUNICADQNS. JNC. 
(Name of corporation: tnu:1t 1nctua me WOfd 'INCORPORATED', 'COMPANY', 'CORPORA nON" or worda or 
abbreviatioN of Ukt Import In l1ngvag1 aa will ct .. rty lndlc1te thlt h Is 1 corporltl011lntt11d of a natural person 
or partnership If not 10 conulnldln the name It pra11nt. 

2 DELAWARE 3 n.036l681 
'(State or country undet the lew of wflich It Ia lMorporatad) """'iliFi'::Erl nu:--=m:i..,_":-,::-, ,.,,~a~ppUc~~a:::bl~l':"l ------

4 SEPTEMBER 13, 1996 
' I01ta of lncorporetiOiil 

6 • JJtCur""f211oVr11LtAL:w: yl':-,-,-, co-rp-.-WII'="c-e-aa-,-,-o-eid .... ,""'t-or-=-·.,.-,.,.-,u'""'al""'l,.--

6. UPON FD.JNO 
(Date firlt trantacted 11\181M11ln AOftde. (SH IICtloM tJ01.1601, (J01. t602, 1nd 817. 166, F.S./ 

7. 223 BAST DB LA OUBIUtA S1"RSBT 

Name: ___ eo.....:rpo_rlll_on_Sa_~_lce_Co_mpan...:......:Y;.,_ _____ _ 

Office Address: --:1:;;;20;:.;1:...:H""m~SUeet=:;:_-------

______ T..;;al.;.;;lt;;;b";;;'~•;._ ____ , Florida. ---::;31::-:JO--t~ =--
lllp COCS.I 

1 0. Registered agent' a acceptance: 

Hevlng been n•m«< •• reglltiJr«! IJgiJnt •nd to •ccept service of proc•u for the ebove steted 
corpo,.tlon •t the pl•c• dealgn•t«< In t/lla •PPHc•tlon, I hereby •ccept the 11ppolntment •s 
registered llgtJnt end IJflretJ to tJCt In thla CIJ/HIC/ty. I further IJflretJ to comply with the provlrll>ns 
of ell stetutes reiiJtlviJ to the proper •nd comp/IJte /Hirform•nce of my duties, •nd I em f•mlll•r 
with end eccept th• ~tloM of my poaltlon •• ~tared IJfliJIIt. 

Corpondaa SerYice c~ 

By: ~tt~.w£P.o.,~1cv 
11 . Attached It a l*tlfat. of existence duly authentlceted, not more then 90 day• prior to 
delivery of thll application to me Department of St.u, by the SecretatY of State or other 
oHiclal having cuatody of corporm record• In me jurildlctlon under the taw of which It II 
Incorporated. 



i 2. Names and addresses of officers IDd/or direc:tors: (Street address ONLY- P.O. Box 
NOT acceptable) 

A. DIRECTORS (Street address only- P.O. Box NOT acceptable) 

~innan: ___ CR_~ __ sr_o_P_HER ___ s_. _BDO __ ECO ___ MB ____________________________________ __ 

Address: 223 BAST DB LA 0 UERRA S1'REBT 

SANTA BARBARA, CALIFORNIA 93101 

ViceChaunmn: _MAR ___ Y __ CA __ SBY ____________________________________________ _ 

Address: 223 BAST DB LA GUERRA S1'REBT 

SANTA BARBARA, CAUFORHIA 93101 

Director: JOHN SNEDEGAR 

Address: 223 BAST DB LA Cl UBR.RA ST'ItEBT 

SANTA BARBARA, CALIFORNl 93101 

Director: GORDON HUTCHINS JR. 

223 EAST DB LA GUERRA S"J"REBT 

SANTA BARBARA, CALIFORNIA 93101 

B. OFFlc..."ERS (Street address only· P.O. Box NOT acceptable) 

President: MARY CASEY 

Address: 
223 BAST DB LA GUERRA STREET 

SANTA BARBARA, CAUPORNlA 93101 

Vice President: DAVID VAUN CRUMLY 

Address: 223 BAST DB LA GUERRA STRBBT 

SANTA BARBARA, CAUFORNIA 93101 

Secretary: MARYCASBY 

Address: 223 EAST DB LA GUERRA STREI!T 

SANTA BARBARA, CALIFORNIA 93101 

Treasurer: KELLY ENOS 

Address: 
223 EAST DE LA GUERRA STRI!ET 

SANTA BARBARA, CAUFORNIA 93101 

NOTE: If necessary, you may attach an lddendum to !be application Ustina additional offan 
and/or d i'irecrnrs 

13. 

MARY CASEY, PRESJDBNT 
14. 

12 or the tppllc:l1loo.) 



ADDITIONAL DIRECTORS AND OFFICBRSI 

DIRECTOR: 

QF,XCBRS: 

Roland Van der Meer 

Christopher B. Edgecomb CEO 

James Kolarud Executive Vice President 
Operation 

- - - . 
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PROSPECTUS 

4,000,000 Shares 

STAR Truromtt'NIC.mO~. IL'\C. 

Common Stock 

Of th~ 4.000.000 shares of Common Sti>ck o8'ered hereby. l .'i30.000 shatn ar~ ln-lnll sold b)• lht 
Company and 2.50.000 Jh&r~s are belnJ sold by tht SelllnJ Stockholden. Th~ Company will not rf'ceh·~ un~· 
of th~ proceeds from the- salt of share& by .he SelllnJ Stoc:lcholden. S« "Principal and S~lllna 
Stockholden. ·· 

Prior to thla off~rfnjl. the-re· h .. been no public market for tile Common Stock of tht Compan) . St>t> 

"Underwriting" for a discuulon of the fe.cton conddered In MtermlnlnJ tht Initial publle offtrill(l price-. 
The Common Stock h .. been a.pproved for quotation on the Nudaq National Market under the symbol 
STRX. 

The shares ofFered hereby Involve • hJp dq:J'ft of riJk. 
See "Risk Factors" commenclns on page 5. 

llfESE SECURITIES RAVE NOT BEEN APPROVED OR DISAPPROVED BY lllE SECVRJTtES 
.-\1'\.l EXCRANCE cmnusstON 08 ANY STATE SECURm£S COMMISSION NOR HAS 

lll£ SECURITIES AND EXCHANCE COIIIMISSION OR ANY STATE SECURinES 
COMMISSION PASSED ll1'0N 1llE ACCUftAC\' OR ADEQUACY OF THIS PROSPECT1.1S. 

ANY REPRESENTAnON TO 1llE CO"'Tl\A.RY 15 A CRIMINAL OFFENSE. 

'I!U: ¥;,!;nil':? ,..... ... '~.l::.u ... •• , Ct C...,.n~ Ill 

Per Share ..•.•••................. , 19.00 to.63 13.li 13.37-

Total (3) ........... ............... 136.000.000 12.520.000 131.38i~ 12.0!n.!500 

( I ) See "Underwritln&" for lndemnlllc&tlon IIT&IIIemenu with the sev~ral Underwriten. 

(2) Befoff' ded.o..:uns expen~~es payable by the Company estimated at tl~.OOO. 

(3! Th.r C!lrni!I!IY 111d certlln Selllns S!ockbolden hl"t' V~~~ted to thr UndrrwrHen a :IO·day option to 
purchase up to 600.000 additional shares of Common Stock sol~ly to cover over·allotmenu. If any. If all 
Juch shares are p~hued. the total Pri~ to Public. Underwfit,ln![ Discount. P...o«ed• to Company and 
Proceeds to Sellin& Stockholders will be 141..00.000. 12.898.000. 133.081~ and S5.~.SOO. res!)«'
tfvel )'. S~e "Underwriting." 

The shares of Common Stoclc are offered by the sevef'll Underwriten subJect to prior sale. recdpt and 
acceptan!:'f' by them &nd subject to the rf,ht of the Underwriters to reJect any onier In whole or In part and 
certain other conditions. It II e.qwded that certlflcatea for sucl1 ahans will be available for delivery on or 
about June l i. 199i at the omce of the acent of Hambrecht & Quilt U.C In New York. New York. 

liAMBRECHT 1£ QUIST 

Junf' Ill 199i 

ALBX. BROWN lc SONS 
INCOili'OlA TlD 



CERTAIN PEJlSONS PAJmCUA11NC IN THIS OFFEJUNC MAY ENCACE IN TBANSAC 
TIONS THAT STAIULIZE, WAIHTAIN, 01 OTHEJlWISE AFFECT nu: PJUCE OF THE COM· 
MON STOCK OF nil COMPANY, INCLUDING BY ENTEIUNC STAIIUZINC liDS, 
EFFECTINC SYNDICATE COVEiliNC TllANSAcnONS Oft lMPOSINC PENALTY liDS. FOft A 
DESCI\IntON OF THESE AcnVITIES, SEE MVNDEftWftmNc.M 

2 



PllOSPECnJS SUMM.UY 

17w folJ.ovNec 111111-.y II ~ In lu mtfmr hy tlw _. #Ut•llMifll/onMtioft ...d Con.~Dluut«l 
~ ~ ...J H-. dwmo "J'Pfii•V., .~"'WI Prorpldw. 17w CowuMn s.od off.-J 
,.,. .,_,_ .,.,. .,., of rV& s. .. ,..,. ......... 

The Colllpuy 

STAR Teleconuaunlc:llioiU, Inc. ("STAR" or the "Company") II an International lon1 dlnance 
provider oferm1 hlahJy reliable. low colt IWitc:hed voice tervlc:a on a wholeu.le bull. primarily to 
U.S.·bueclloq ~-CIII'TMn. STAR P(Ovklet lntematicmallon1 dllwlce tervlce to over 275 forel1n 
countrla throqh a Gaible network of retale anan1emen11 with lon1 distance providen. vuiout 
forelpl temdnetioo relatloo.thlps, lntematlonal pteway IWitc:hn, and leued aod owned traMmlWon 
ftciUdn. The Compeoy hu pvwn Ill rtM!IIues ,..pdly by ~tal1ziq on the de~on of 
loternat!oaal t.a.c -unloe"«M<t aubte. by ooa~ topiWtkated Information ty~le1111 with 
Iaible routlnf technlquel llld by le~rtliq III&IIIPJMilt'l IJidllltry eq~ertlae. STAR conuaeaced 
~ u aa llltmaldoullooa cl1tWtce poo1cler lA AU~~Ut 11185 and lnc:reued IU revenues fn>m 

••e.• ..alioD lo 1885 to 1101.1 ellUoa lA ·-
The eo.p.ny MtWt tile larp aad powt.aa In~ lon1 dUtuce te!Kommunloedon.t 

nwbt. AccordUt, to IJidutry ~worldwide P'OJI rtMIIIUet lA this nwbt were approa:imately 
157 blllloa In 11115 aad tM volume of International trd&c on the pobUc telephone netwon II apected 
to pvw at a cot~~I)OUAd &Dnual powth rate of ld OY "'IIIre "- 111115 thtoulh the year 1000. A tepnent 
of this nwtret. the resale o( lntematlonal lona dlstance c:apadty. hu e.rperfenced putiC!Ularly nptd 
powth. Acconllns to FCC data. total billed revenue of U.S . ..-ellen of lntematlonaliWitched iervlc:a 
lncreued •pproxlmately lmi &om I liN to 111115. from approa:lmalely 11.1 billion to 11.7 biiiJon. 

STAR marbtl to -n aad !Md.l- au Ions dUtuce compa• ... that do not have tbe c:ritlcal
to lovell lA their OWD IMerudoul transml"'ota &dJitiet «to obtalo vol~ame dlleou.nu from the larJer 
&dlid• ... '1 cwriln. STAR allo -tlltl to larpr Jooa ciUit.aac. ooapaDlu '"klllllowtT rata and 
overlow ClllldtY· 1\e Coalpuy pro~ ~ lona dltcuee ~ieee to 18 automen In the tr. 
quarter of 1111'7. STAR opent•lnteme«ional pt.-y twitehbla fadlldello New Yorlc wl LOI A.qeln 
Uld bolda ownenltJp po.ltloiiJ Ill e!Pt dlsltal u.ndcnea Sber OSldc caLla. The Compuy hu 1Ana1Md 
an llltmwloG&I ptewa) IWitcb In Londoo. Eq1a.od. and pluu to tnYUt Ill .ddldoft&l undenea Sber 
optic cablu. STAR'• twitchlns £adlldn - Uubd to a propietary repo11lq l)'ltem. whlda t)le 
Comp&~~y belieww prowtd.. It wtt.h a compeddYe ednatap by penaltdQs IDIA8PIDbt oa a reaJ.u
buU to deteraiae the 11101t c:oa .. ftC'dve termiAation altemaUva, mcmltor cwtomn ~e and 
man~~t• ("'aa marslru by route. 

l.o 111115 aod 111M, the Company nptdly built ltl wholaale automer b.H, trallc: vol~ame and 
revenue by oferms favol"'b .. rat• compared to other looa dlatuce provtdert. STAR now -b to 
lower Its c:ost of t«Vtces and lmproYe Itt pou IIWJin by n.,otiatllll lower ratn with doiiMIIUc and 
forelpl provklen of tr'&nml.luion ~ty and. when jutti&ed by traiBc: volume. Invest Ill network 
fiCllltiet and enteY lnto heel COlt arra~~~-nu. lllcluciJna lo111 tenn 1-. ln .ddidon. the Company 

lntndt to-'* lb lllternatlonalJon, dlttiDce tel"iea clirectly to ooaamerdal C'ldtomen ove:neu, 
with a~~laldal focw oo tM U.K. and relected Ewvpeao dtln. 

Tbe Oapeny wu l~ated lA Nev.da In Sepeernber IOD3 u STAR Vendlnc. IDe. wl wu 
reincorporated In Delaware M STAR Telecommun!oetlo!U, lAc. In April IW7. The Company'• 
uea~tfve oiB.ce.-~at W Ealt De La Cuern StrMt. Sane.. Baltlua. Califoml-. 83101. 111 
telepbooe number It thea locldoa l.t (105) 888-IMl. 
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IURFACTOU 

1M .folJ.awbtl rid: /et:~tKJ .ltoMlJ ,. ~ -·fiJJJ ... ~ lo tiw ou- ..,._,Jon 
COf!UJMd 1ft tiUI ~~~~~ HI- pwclwucllf dw ,__ of CoMIIIGIII Sid o§-d "-ffv. Y1lu ,.,.,_,.., 
ClCIIIUW fon-t~·~,.,._, rMI fnooloe riMa ertd ...._...,.,. 1N ~·, .au.l rmJu 
171411 dlff" ~ ,_ ~ projcUd Ill dwfon-J-loolcfttc ,_.,..,.,. Fet:~tKJ tJt.t ~ -~vc~a 
II di.T.-- 1~, fM - not IJmlfMI lo, f'- M fortJt b.lolo ...d 1l.wvJ#wrw In chJr I'I'OIJU~. 

Rilh Au«it~Ud with Umlud ~ Hfn«r Ill dw ~ Tl'-mtnlllliMionl Mlrin. 

The ComPMY wu lnc:orporated In SeptembeT 111113. bvt dJd eot commence lu CWTent bu.dneu u 
an intcmatlonal loea diA&Dee pnMder Wllil the third quarter of 18115. lu a result, the Co.mpuy'r 
bl&ll,_ mlllt be cOIUidend In IJaht o( the rUb &eed by ..rty Jtap COGII*IIet Ill the npldly evolvlo1 
lnteroadonal tal.ca rwaleatioot marUt. Early IIIP COIIIP"'ief ml&ll rupood to aumaJ fiC1on. 
such u eompetltloe ud cha•aa "'"ladou. wttbout the -.-, I~ aocl broader 
bwlneu bue of- ettablbhed eompula. Early ~~tap COCDp&.DI• abo mlllt rc:-ood to theM rUb 
whlle Jlmult._ly dev.loptoa l)'1tea. ..WU. periOIUlel aocl nterioa o- matbu. lu a result. 
th- riJb CUI ha¥e a IMICh p-ellet d'eet oa ....ty .... oncape•lef U the Compuy ~DOt 
suceeulully edclr.. audl rUb. the Cotnpuy'a bvab•, opendq rwalta ud lnaodal eoodltloa 
would be materially act-ly ~ See MSNcted C:O.eolfcleted Plnaoc:lal o.u· aocl •to~a~uce
ment'• DIJCUSiioo aocl Anal)'ltl of PlAaoc:lal Co1MIItio11 ud Renita of Opentlona. • 

()ptn!HIIf lUeultl Sl4bj«t lo ~ ~ 

The Company'• quarterly operattaa mula .,. dJJ1cuJt to fof'8eUI with AAY depee of at'CW'IICY 
oecaUM a number of &eton a~ect theM result. to otpl!kwlt lue11aatiou. lu a rmalt. the Compuy 
believe~ that perlocko-period coepariloot of Ita operatiQa rwalta .,. DOt 11« I I I ·rlly meaolaaful and 
should not be relied apoo aa lacticedotu of fuhiN patfo; •nee 

F.a«t ~ O)N:IIIf..., ~. btcWdlflc &c • CoNI Mll JUrpu. '11le Coarpuy's 
revenues. COib aocl ~ have luctuated llplicutly In the put aocl u. Ubly to eoot:IJiue to 
8uctuale llpiSCUitly In the fatwe ae a result of .-rou &c:ton. T1le Compuay'• reYeDues In any 
Jlven period CUI vary due to facton IUdl aa call YOiu.e llldtlatJolu. panla&luty In repcu with 
relatl¥ely hJ&b per-tlllnuta • etes: the additloe or loa of~ cU a a m, wbetla« throQP eompetitlo_a. 
me,.u. eo~~t~~lldatloo or otherwbe; the loa of ec:oDOIIIIcaDy beMic:tal routt.na opdou for the 
termhwlon of the Company'• tn.lle: baodal d!Jkultl• ol ~or C!ldtomen; priclna ~ 
rewltlJII from lncreued eompetltloo: &Ad technical ~ willa or (allwa of porti0111 of the 
Com!"'nv'a network that l.llll)eCt the Company'• ablllty to ~ NrYice to or bW Ill c:wtomen. The 
Compuy'• coat of aervicee and OplfttliiC upe~~~e~ln any IIWD paiocl eN! vary due to facton NCb u 
Cuctuatloill In ratea dwpd by canlen to terminate the Compuy'a tnllc: In- In bed debt 
Cllpen•e and retet"Yet; the tlmioa or ~tal upeJMIJ~. and otbu c:otU aaeodated willa acqul.rlq or 
obtalnln1 other filhl:l to fwitchl111 ud otbu tr'UIJmluloo faclllt:les; dwlpt In the Compuy'1 Ales 
Incentive pla:u; aocl c:otU UIOCiated with chaaaa In ataJba Ieveii of aale~, ~ trinlcal 
wppcm aocl admlnbtnd¥e penooeal Ill adclltloo. the Cotapaay'a operltiAc IWII1u CUI vwy due to 
fiC1on aucll u c:hupe In roudDa due to varlatioot In the qulfty of vendor tnnnnJIDoo ~lty: 
lou of favorable rootiJI& opdoot; the lmOWit of. aocl the accou.nttaa policy for. rwt1m1 tn.8c: uodar 
operadn1 "'"-a: IC1'lou by clomMtJc or foretp l'lpJMory ftddel: the leveL tlmlnl aocl paee of 
the Company'& apen"oo In lnmudooal and commcrctll -.btl; ud psacral domestic aocl 
lnteroatlonal-lc ud polltbl cood.lt:lou. ~the Co'ftplny cJo.. not ,....Uy ha¥e loaa tum 

~-nil for llae pure baM or,..... ollotla ~ Mt <'6cea. aocl alace rat• luctuate otpiiCUidy 
over short periocla of time. tha Compuy'a pv. IDII'Jiot.,. tvbject to llpllc:&~~t 8uctuat10111 over 
short perlods of time. The Company't pv. 11WJin.a abo -y be nepdvely Impacted In the lonaer 

term by eompltltlve pricloa ~-· 

.. 
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"-nl £x...,,a o/F«ffln A.f«:t#lc O,..lfl!c "-la. The Company h» l'ffently encountered 

dplic:ut cll!Bcultfes Ia the collection of accounta reeetvable foom ~naln of lu m•Jor cwtomen. ln 

the fourth quarter of 188t, RI·IUJD CommunJcatlonJ, lnc. ("HI·Rim" ). one of the Company's m~Jor 

cuttomen. IAfonaed the Cocnpuy that It wu aperleadQa banda~ clltkultfes Uld would be unt.blc 

to pay In run. 011 • timely basis. awro.dmately 16.0 mllll011 In out.ltalldlnl accounu receivable. lbe 

Company aceeptecl a Ma&l"8d note In the amouot of 13.C mUIIon In lieu of a ponion of put due 

paymenu ud wu able to oiJet 1 ponion of the IIIIOWIU due by sendln1 tra.IBc to Hl·Rim. lbc 

Compuy bellevtt that It II willbly to recttve Uly lddltional payment from Hl· RJm under the note or 

othrwhe. M a Nl\llt. the full .-t of the appodmately 15.3 million owed to the Compuy by 

HI· Rim u of December 31. I tile, whJch wu oot wbeequmtly collected or for whJch no ofsettln1 nlue 

wu received. wu wrtttn-of lo the fourth quarter ot ltlle. In the !nt quarter of IW7. ChelTY 

Coaullu.nkatlotu. Inc ("CCI). the CoalpaDy'slarplt c:wtomer Ia 1M. alJo Wormed the Company 

that It wu uuble to pay Ul full. 011 I U..ly buU. lt:II«<WWU ~le ~. To ICCOWit for the 

potentfellnlbiUty to collect on the accou11b rwceivable Uld OIIIIUIIcllq depo.tu whk h the Company 

h.d made to OCI. the Compuy l11creued lb NMrve 1pbut ICCOUIItJ receivable and reMf'\'e aplnJt 

deposfu by S3.5 alllloll ud U.O mlll.loo. respeethtly. lD lddltloo. tht Compaoy wrote olfiUO.OOO of 
llltaqlble ...., rtladoa to tW. cuo.er. 1\tet rttllwte and wm..,. rdect the full&IDOIUlt of futun 

btoetu to have.,._ r..twtd by the Coalpuy fro. IIMt:l related to CCI~ on the Cc-pany's 

Balance Sheet II Dtetmb.r 31, ltlle. n e ColllpUly COIItiao«< to pnMde service to CCI throu&h 

Much IW7 ud hu rteelved par-ut for Mrvlcet prv~ Ia the lm quarter of IW7 thfOIIIb 1 

co~Dblutloo ol eMil rtet4* froe CCI ud ofMtthlc ,.,.w. froe the CoellluY to CCI IWllld111 

fro,.. the Co ~I)'' a .. of CCI u 1 ¥t0dor. Willie the Coalpaay 110 I01Ipr pnMdte ~ to CCL 

the Compuy Ia cootlauJnato utlllu CCI u a vendor a.Y.S bM e11tertd lato YlrioiU other COIItnoctuel 

arran1emenu with OCIIA order to continue to ol&et oulltUlcllqaccounu recetvt.ble. However, there 

c:u be no UIW"'IlCC that the eo.p.oy wt1l be t.ble to collect or coati11ue to oiNt lAY llpllc:ut 

p>rtloo of the ~b rec•wM&e lltliMr ._. attlhtai CCI u a vendor or ot:berwUa. Tbe 

Compuy'a abWty to collect or .._ the CCI -b rectlvable woWd be ed-ly elected to the 

e1tent that ccra&oanctel condition d«.norat11 or OCI beco- aubJectto voiUIItary or Involuntary 

bankruptcy ptoeleedlnp. 1D the evnt baakruptey proceecllop are comme11ced. CCI's crecllton or a 

bankruptcy trwtee woWd likely--' tMt lilY payments (lncludlna olieb) rwceived by the Compuy 

in the 80 day period prtor to the CCI'GI-ac•-t o( the baabvptcy proceecl.bta are "Pft(lfttlCC 

payrne11U" ud ahould be rttvrnecl to CCI for dbtributlon UIIOIII ertdlton. M 1 renlt. II bulknlptcy 

proceedlnp were co-ced with l'ftpect to OCI prior to September 11187. the Compuy COIIId be 

required to repey -b It rcceh'td ( lnc:ludlna throqh ICC'OUIIll payt.ble of&eu) du.riq the 80.day 

preference period. Ill hda t¥ent. the Coalpany'• r-""' - Y be Inadequate ud the Compuy -Y 

Incur a bieber thea Ultktpettd bed debt apeue, wlaich could have a material...,_~ oa tbe 

Comp111y'a retulll of operadoaa. lbe Compaay elJo took a 11.6 mUllon wrtte-oll' ln the 8nt Q1W'ttr or 

1997 due to the falll&rt of one o( IU CUJtomen. NetSource. lnc .. to pay Ita outltUlcllJII accounb 

re.-IHlilc. '1 11e Compuy hu commenced llllptlotl 1phut NetSoun:e. Inc:. for ell oubtllldlq 

&n'IOUIIU. See "Mulapment's DbculioD aDd Allel)'Aa of Flnudal CondidoD aDd "--tJ of Opera

tions' and "Bwtness- Llttpdotl." If the Compa11y aperiencea llaller cll8cuJtia In the collectJon of 

teeounu rec:elvt.ble from lb other major cutlonMtl, the Company'• 81W1c:W concllllon and ,...lllta or 

operations could be materlelly edv-ly afeeted. 

In iddltfon, the Co.puy's rwvet~ue powth 1lowed In the fourth quarter o( ltlle Uld the 8nt 

quarter of IW7 reladvt to the third quarter of ltlle primarily due to the Compuy llpiBc:utly 

reducinl the t:re.me It received &om Hl·IUJD Uld CCI due to Bn.llldal cllaculdft of th- companl ... an 

addJIIonel reladvely ...JI« dec:nue In trdk from CCI due to priciq chana• and lrUlJmllalon 

qua)Jty problema 011 ttvtrel hJ&h vol-.- rout-. primarily u a ,...ult of cell eet·up delay ud Ill ablllty 

to tl'UINIIII (acttmllea, that ~ Clllto-. to m- alternate rovtea. If llmJier l"'fllb _, Ia the 

future. such -~~ could have a awerial ~~~- elect 011 the Conlpuy'a bwtneu, opetadlll reavlll 

or SniDCiel conclltfoo. S.. · -Depndnce on Other Loq I>lrtulce Provlderr. Cu.ltomer Conc:entra· 



tloa a.1MI 1Du 1 eel led Debt Eqwure~ a.1MI ~u., •-t'• DUcul6oe ud AAalystt of financial 
CcmdltioD ud ftesWb o( Op.ndou." 

Ho ..vn.w- tlwt "-'t c;,'OV1Cit Will Coatinw; ~ l,..a Oft Nn 1- mil Uorlclt 
fzJMd.tfiiM. AJthouP the CoGpuy'a R.ve~~u.a have Ulcreuecl lA uc:b of the lut aev~o quaners. 
au.ch pvwth abould DOt be couldend IAdk:attve oC future NYntae powth or opeTIIiaa resulu. lJ 

reveaue ~fall below apeetedou. Ht IDCOIIIe Is Ubly to be dllpioponlonately ldverMiy alec1ed 
~u .. a proportioaately ...U. -t o( the Compuy'a optfttlftl .. penMt vllin with Ill 
revenua. 'J1Ua el*:tiJ likely to IIIC!Nue u a veater l*"llt:ale o( the Company' a c:ott of aervlc:et ate 
auodated with owaed ud 1-..d r~e~un.. Tbere cu be oo ~ tha.t the Company will be able 
to achieve or maiDtalD proltabdtty oo a quuuriy or ua.W buU lo the future. 

Due to .U ol the~ faeton.ll lalibty that !A tome f1mare quarter the Company's opnatlnJ 
retulta will be below the apeetedou o( pablic aubt ual)"'b ud la\'ftton. In l1ldl ~nt, the pr1« 
of the Coalpuy'l C-• II Stodr would Ubiy be materially .t-Jy afec:1ed. See "Man.aement't 
DIJC:V.Uiotl and Aa.alyaU o( PlAaDdal Coodltioo ud a-kJ ol Operattou.• 

11u.t. of 1~ r-.. ....... ,c~"' ...,._, 
Tbe Compuy U. to dat. .-.eel avb.tentially all or Ita reveoua by providiftl Ultematlonal 

telecommu.Diadool - ~ tO lb CUlt_, CA I wboleeale bub. 'J1M Ulternatlonal ll&tu.re of the 
Company'• opendou IIIYOiwe certalll rtab, aveb u chupe Ill U.S. a.1MI forelp &ovemmnt 
repladou ud te&eo: a I!.Uae1.....,.. O.pee..Aence oo ror.tp putDen. tart6. l.l.lft ad other 
trade barrl.n, the" 11 dll for llldm·"ntioo ud ecoo_.c dowatvu ud poiJtlcaiiJutab()Jty Ia 
foretp COWitria ID ecldl"oa, the Cocapuy'• bwd- could be actv.Miy a&ded by a reveraal l.n the 
current trend toward dereplatioo o( t~ou carrlen. The Compuy wtll be locnwin&ly 
subjed to tbae rUb to the ntnt tha.t the Compuy proc..U wttb the plulned np~Nfon or IU 
lotern&tS-.Aal opetatlou. 

ltlll ofDtp.rtcl.l .. •,.,..... 1ef!Nn. 11M Compuy wtlllncreelbllly rely on (orelp partnen 
to termlute Ita trdlc Ill forelp coutriel and to auiJt In lnnallllll ~n (aciUtlet and network 
switches. eomplytDc wttb local rwpladou. obtalDJaa requ.1ted IJceua. and au:btln& with cwtomer 
and vndor rel•tiomhlpe 11M Coepuy •Y have Umlted I'K'OUI'M II Ill romp partn~ do not 
perf- UDCI.t tMU OOIIb'ecnaal., ... WWU wfth the Colapuy, 'J1M ColllpUI)''I UT'IJI&CIDCIItl with 
fomp pu111en may aa-e the Compeny to •llcut &.pl. repJMory or ~mk rtsb. 

IU.tb .~u=t 1 f....,.,.,..,. eo--t c-crulMII H~f~Jf/ ,....,, 7 'lllrrVt.. Covtmmenu o( 

ma~~y eou.ntriel aerc11e ...._tiallllluwoe over ¥Wtout upecta o( tile teJ.coau.Uiliclltlou mark~ 
In tome ca.t, thea--t-or cootroJ. c:oepulel that.,. or may-- COIDpetiton of the 
Compuy or waqM•Iel (.d u nltloul telepbooe compuJa) upon whkh the Company and Ita 
(orelp putDen mav clepeud (or requirwd InterconnectiON to local tel«pbone networb and other 
10rvlceJ. Ac:cordln&Jy, 10\'WA-t actiON Ia the future could have a materialldvene el'tc1 on the 
Company's operadou. ID hiPIY ,..Wated C'OWitrialn which the Compuy Is not deallo1 c!Jnc:tly ,..lth 
the dominant localadlup _.,..,, the dollllaw~t canier may have the ebdlty to terminate aervlce to 
the Compuy or ita,_.... pablfi ud.ll thb oc:eun. the Cotnpuy may have Umlted Of no recourse. 
In COWitriel where c ¢1dti011 Ia 110t y.e fuDy abbllabecl and the Cotnpany Is dea11o& wtth an 
alte1"11Pdve ourier. ,_.... '-' -Y ~t or bapede the ntry o( aveb - cvrf~ ID the market .. 

ftUb Arw' 7 1 .... I P IM1nel s.td Ml ,..._, ,__,.,. ..1 1'nl6ic Mil fomp c..rr..cy 
Ft~ 11M Ca s f• rewwo- ud COlt oC loot d!tta- •+'tee~.,. .uttvw to ebanta In 
lntemadonal _., wt ....... iwbeJ,.oea Ill the f'lltfw bet .. ea oucplftl and IAc:otalftl tnfBc and 
forelp c,;nacy &.ctl..-hM........,. ftlllel cbupd to~ .,.likely to dec•- In the 
future for a vutety of rerr .., leal *"' iwell r ~ c Dlr.,..llioo betw- ailtla1lona ciJatulc:e peooriders, 
n- entl"UUtl C.IIO the -ut ud the coo-.-·.e-oa oC ,loUit vutuna 111110111larp lntemuJoaallona 
c!Jstance pnMden thlt ract11ttte talpt.ed pric:lllt ud ooet reclucdona. 'l1lere eu be DO UIUI'UICie that the 
Company will be ab&e tD illc:Jruelt:a trafBo vo~- or red- Ita opel"'lliftt coeta aulftc:t4mtly to of&et any 
n~~~~ltt111 nte llect Ia eclditiOII. the CNepeay npects tbll u illc:J *I J)OfttOII oC the Company' a 
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net l'f'VCIIDe ud U'pftUes wiU be Mnomtnated In c:w1endes othn than U.S. dollan. and ch&ll~el In 
udwl&e rates may ha\'e a tlpiRcant rifect on the Company'• re.u.lu of opft'&tlons. As the Company 
contfnues 10 pumle a ltralfl)' of ~nterift& 11110 opentina IICTftllle:IIU wheft II Is economlcalh 
ldvanlllpOUI to do 10. the Company'• re.uJu or op.r8Uoiu wtU becomeincnulnpy subject to the nw 
of chanps Ill lntema:llonal aettlement rates and fordp currency fluctuatlcnu. See ~MaM&ement'• 
Dllt'UIIIon ud ADalysts of Flnanc:lal Condltfoo ud Raulu of Operation•." 

Fordpe Com.pt Pr«<W. Ad. l1le Comp&lly II abo tubject to the Forelp Convpt Prw:ticn Act 
("FCPA"), which lflletally PfOhlblu U.S. compute. ud their Intermediaries from bribln& forelcn 
oftlelaiJ for the purpoM of obtalnln& or bepin& b\Ulnea. 11\e Compeny may be exposed to liability 
under the FCPA u a rault of put or .fUture ecdons taken without the Company'• knowledae by 
11enu. Jttatqlc partDen ud other Intermediaries. SucllliabtiJI)' t'OUld have a material .dvene ell'ect 
on the Compuy'.s bllliDes.l. operat:in& ruulu ud 811Udal t'OCid!Uoo. 

1ol#llllal Ad- A,#«o of ec-n.-t ~ 

The Compuy'• buJln- II subject to variow U.S. fedetallaws. rqulatlons. qency actions &lid 
coutt decldons. The Cocnpuy's lnterudoaal Cadlltla !.Mel ud raale services an subJect to 
rqulatlon by the Federal Commulcetlou Col!uablloo (the "POC"). 11\e FCC requires authoriution 
prior to leuia& eapldty, acq~alrin& lnternlldooal £ec:tllttn. udfor lnltiatln& lnternlldonal service. Prior 
FCC approval II alto required to tftAifer control ol an authorlud c:aniet". 11\e Cocnpuy Is abo subject 
to the FCC rvkl that replate the manaa 111 whidt intemattonal eervka may be provided. lnclodlna. 
for ln.stanee, the~ lllld« whlcll c:anfen may provide International twitched services by 
uatna private linea or route tra&lc throu&h third countries. 

1M FOCi l'rloa. u ... ~ l'olk:r. l1le FCC'• pr1vat .. line raale policy prohibita a canier from 
reselllqlntematiooal pri ..... eleeMd dmalb to provide twitched ...-.icft to a country '""- the rcc 
hu found that the COWitry dotda U.S. c:anien equJvalent opponuoldea to enaa~e ln dmllar activttJes 
In t: at country. Certalll of the Compuy'1 UTIII&BIIIflib with fomp c:vriert Involve the t:ransmllllon 
of twltcbed tervlces for t-'oaUon In a cou.ntry that hu not been found by the FCC to otrer 
equlvaifllt resale opportunltia. '11MM llftJ!Iftlle:IIU are with (omp canicn that are not the 
dominant canicn in their rapectlve (orelp COUAlltes. There cu be no USW'&IIee that tbe FCC. upon 
vlewlns these alt~ c:anie:r llftJ!Iemnts. would pennlt IMM UTIII&OIIIfllll undeT tu private Une 
re1ale policy. U the FCC 8ndt that these UT&nlemfllll conJk:t with Ita policy. amons other meuurea. 
It may laaue a CftM ud deiUt order or lalpote 8nea on the Compuy, which c:Ould have a material 
.d\'ene deci oa the Company'• buJloea. opeT'Itln& result~ and 8nucial condltfon. 1t II abo poutble 
that the replatory llpiiCY of the forwlp pven~-nt would lnd that forelp law doet not pet"mit the 
operation of alternate c:aniert or that the alternate c:vricn have not met forelp law requiremenu for 
1uch operatlo111. Such a Bndlns could have a material .dverM e8'act on the Company'• bualneu. 
operatins results ud 8nandal condlttoa. 

!'CC Pol~"" TT'Mril trNl ~1.. 11\e FCC II cun-endy colldder1n& whether to Umlt or prohibit 
the prac:dce whereby a canier routes. thi'OII;Ih IU facllitles In a third country, traSc oripnatin& from 
one country and datined for uother country. Tbe FCC bu pennltted third country caiUns where all 
counlltes tavol¥td eoueat to the routiq anupments (refemld to u " traultiA(' ). Under cenain 
arransemots mernd 10 u ~rdUna." the c:anie:r In the destfiUidoll COWitry does not con.set~t to 
reeelvln& traJic &om the orictnadna country and doet not reallu the tr&Bc It receives from the third 
country Is actually orf&laadq &o. a dllveat country. The FCC to date bu made no pronouncement 
u to whether rdle ~nb c:otapOrt either with U.S. or llltemadcm&l Telecommunlc&tfon• 
Union ("rni) replettou. It II poutble that the FCC wtU determJJse that rdllq. u dd.ned. violates 
U.S. and/or lnten~ltiooallaw, whidl could ba\'e a 11111eriel.dvene e&ct on the Company'• bualnu. 
operatln& resulu and lnanclal c:ondttlon. 

1M FCC'• lnc-Honial Snf~ tol~. The Company ia abo required to conduct Itt Intern•· 
tiona! bwineu in c:ompliance with the FCC'• later'll&tl~ Mttl8111tntl policy (the "lSP"). The lSP 
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estabUshei the permi&Able anucemeots for U.S.-bued canf~ and their fomp COWiterpuu to settle 
the cost of tennlnatliiJ eaeh other't ua1Bc ovel' their aapectlve networb. Jt II poMible that the FCC 
would take the view that 10me ofthe CompMy'a atftlll-tl with altenaattve fordiD Cll'ricn do not 
comply with the edstJJJI ISP ru1ea. JI the FCC. on Its own motion or IJJ respo1110 to a challen1e flied by 
a third patty. determlnei that the Coml'&fty'a fnretp earner anuJemeJJts do not comply with FCC 
rules. amon1 other llleiS\It'a, It may liNe a CUM and dedit orde-r or Impose Snes on the Company. 
Such actlon could have a material advene eJ'ect on the Compuy'a bwiJJeu. operatiJJI ruults and 
Snanclal condition. 

a-nt cvl Fotmtl4l n;c ActioN. Jlelulatory actJon that hu !left and may be taken l.n the future 
by the FCC may enhance the IJJtuJe COIJ!pedtfon f'aced by the Compuy. The FCC recently enacted 
certaln chanletiJJ Its ru1a deaped to permit more lufblllty IJJ Its ISP u a method of achlevinalower 
cost·bued accountlnJ rata u more r.dlttfa.bued competltioa II permitted In forelp nwbu. 
Specllic.Uy. the FCC bu dedded to allow U.S. canf~. aubjecrt to certaln competitive aafquanl.s. to 
propose methods to pay for lntemadoeal c:aD termiDatJon that deviate &om lnditional bilateral 
accoUJJtiJII rata 111d the lSP. The FCC hu alJO propoted to ettablllh low~ cetllnp ("benc:hmarb") 
for the ntea that u.s. cam~ w1ll pay foretp can1en fnr the tennlnatlon of IJJtemattonal services. In 
separate proceedlnp. the FCC II collJidertDs equivalacy detftmlutfou fnr Au.atralla. Chile. Den· 
mark. Finland, Rona KoDt ud Mateo. Wh.lle th ... rule chanpa may provide more ledblllty to the 
Company to respotMI - npMIIy to chqea In t &loblll teleeo-uni~ona market, It will alJO 
provide dmilar 8ufbility to the Colnpaay's c.orapetlton. The FCC hu aiJo pcopoted to Implement the 
wro Apeement by, ai'DOOI otJwr thlQp. reluiJJ& the limttatlon on the entry or fore!IJ) c:arrlen hom 
WTO-member COWl tria Into the U.S. market. There CUI be no Ul\l1loiiCe that the FCC will adopt 1uc:h 
rule cha:nae.. The FCC II alJO COIIJidertJII certafD other lnt.em•ttonal policy luua In. several 
rulemaldna proceed1np aod Ia l"'llppOlte to lpeCIBo appll~ons and petitions Sled by other telecom· 
munlc:atlons \!illriets. lncludiq maod•ttna low.r tntenlltklnal ACCOWltfiiJ rata. The raolutlon of 
these proc.Minp could hawt 111 adwtrM el'ect on the Company' a busln-. 

Fom,n ~ 'I'M Company may alJO be aubject to repladon IJJ fnrelp countries lJl 
c:onnec:tlon with certafD of Ill bUJtnea ICtivitfet. For eumple, the Company'• use of trUidt. 
International almple resale (wiSR") or other routial& arnDiements may be dected by law• or 
regulat:lon• In efth~ the tnnsited o.r termlnatlnl foretJD ju.rUdlc:tion. ForeiJD COUJJtries, either 
lndepeJJdendy or jol.ntJy u members of the rru, may have ad~ed or may adopt laws or rqulatory 
requirements reprdiDa auch ..mea for wbic:h c:ompiJUice would be cWBc:ult or expelllfve. that could 
force the Company to eboou leu c:oat-eilecttwt routill& al~ematiVe$ and that could adwtrsely dect U.e 
Company's bw1Dess. ~ rwults ud banefal eoadltfon. 

In the United~ ("11X "), the Co~y's tervlca an aubject to repladon by the OSic:e of 
Telec:ommunf!'UII""' ("Oftel"). Tb.e l"ttllllatory f'ellme c:ummtly betn1 lnuoduced by Oftel to faclll· 
tate competition hu a dJrec:t and mateaial elect on the ability of the Company to conduct Its huslneu 
In the U.L The Company hu been vanted llcenleJ to provide International facllllla-bued voice 
services from the U.L lSI\ aervlc:a over leuecl UJJea to alllntematlonal points from the U.IC. There 
c:an be no UIUl'IUice that the Company will be lfUIIed the ISR license l.n the Immediate futW'e. or at 
all. FaJiure to obtain JUCh autboaity would preYent the Company from provfdlna certaln resale services 
In th.e U.L 111d would Utnit the Company's ablllty to npand Its ope~foau.. Future ehanaea In 
aovemmeJJt replaUon could have a material adv- eiFect on the Company's bwfness. operatin1 
resulu or 6nanclal condition. 

To the extent that It Neb to provide telecoliiJIIIIIIJc:stiOIU te.rvlces In other non-U.S. marbu. the 
Company II subJect to the ~IC~Pnslawt ud replatio~U aovernlna the com .. ttve provlllon of 
telecom,nunlcatlona Nt'vfcelln ~ nwbta. The Company CWNDtJy plant to pi'IMde a Umttad 
ran1e of aervlou IJJ Belllwn. FI"'.Dce, Germany and M.olco, u pannltted,by ntplatory condition• In 
those mubts, Uld to eq,and Its operatlonJ u theae muiteta Implement Jebeduled liberalization to 
pennlt clOmpetitlon IJJ the full I"'.Dp of teleooftiiii\Ulleedom ...-vfcn IJJ the nut teVeral yura. The 
nature. " 'tent 111d ttmfna of the opportUJJity for the Company to compete IJJ th- matlceta will be 



determined. In put, by the ..:clont'1un by the 1ovvnmentt ln theM counlrlts to Implement 
competltlon and the ruponae of Incumbent carrien to lh.M eforu. There c:an be no auu.rance that 
the rqulatory repme In th- countrlea will provide the Compuy with pnc11cal opportunlllea to 
compete In the Deer Nt\&19, or at all. or that the Compuy will be able to talte advantaae of any such 
Ubenliutioo Ill a tiaely IDIIIDet. See "BIIIInett-CovenuDttlt R,.W..Ion." 

lllpl.""" qf~. ne Compe.oy'a CIISlOmen ate abo Jubjec:t to actlona tabn by domestic: 
or for• reauJatory authorities that may alfect the ability of cwtomen to deliver trdic to the 
Company. Rerulatory aanctlont have been impoted on certain of the Company's c:unomen In the put. 
While JUdi Janc:tlona have not advenely Impacted the vohame of tnlllc received by the Company from 
tuc:h c:uttomen to date, future Nplatory Ktlotu could materially advenely t.ll'ect the volume of tra!lc 
received &om a ~ cwtomeT, whlc:h could have a material advene efect on the Company's 
bwln-. 8A&Ddal condltlon aDd raolts of opentlou. 

Dr,_,._ • Aoef'tWIItr qf'Tiwv9l...,. ~. 

I>u.riDt Leal 1888, Alb.t.antlal.ly all of the Compuy'a rsrveoue wu derived from the ..U of 

lntemetloulloq dllta- MtYicet tet'IIIIAited duvvcb .-le un~~~-u with other loa& dlltwe 
providen. ne eo.peay purehued apK{ty &oe 51 WDCion Ill the qu.atter endlld Mardl31. 1187 • .u 
of whkll ICCOWited ,_ a ~ty o( the Compuy't etpldty dun., the -• period. Th«re CUI be no 
111\IIUce that Nda ...U. amu~pmntl will eoatlnue to be available to the Company on a eott · 
efectlve bub or at .U. C"""tJy, IDOit tnn•m'uion c:apedty liNd by the Company b obtained DD a 
variable, per D)lnute betla, tubJec:tlnl the Cosnpuy to the poAtblllty of WWitlc:tpeted price IIICfftltl 
and tervfce cuettlletiou The Compe.oy allo requlret hlP voice quality tllllUmiulon c:apacity, which 
may not alway• be available at coet...&ctive rat ... U the Company lt not able to continue to enter Into 
colt.J'ec:tive ...U. amu~..-u with lu primary veftdora. orb unable to locate au liable replacemant 
vendon that ofer adlcleet. latah quality eltematlve c:apedty, the Compe.oy'a bu.alnesa. opcrat:IJII 
retultt and Snanctlal coodltlon could be materially advenely d'ec:ted. For lllltance. to the eatent that 
the Company' a Ya.riable cotU IDCrea~e, the Compeny may erperience reduced or. In certalJI c:t~um· 
1tanee1, neptlve lllll'llu for wme leJ'Vfcel. At ltl tnSc: volwne lnc:reuea on particu.la.r routes, the 
Compeny expect.t to dec:te&M lu reUaoee oa Ya.riable wqe arrtUIIemeniJ and enter Into bed monthly 
or lon1eNerm leuln1 or OWDel'lblp amu~pmeats. tubject to obtalnlna any requulle authoriutloa. To 
the extent tba.t the Compeny doa 10. and lncorftCtly project~ trallc volwne lA a partic:ular 1eocn9htc: 
area. the Compuy would apaltence hJiber bed cotU without a Nlated lnc:reue In reYCt~ue. The 
Compeny hu IDvuted aubttaatial rtiOW'CeS and IDtndt to c:ontinoe to lnvttt In developlna 1t1 oWA 
tlobal tnDI'Diuton and twlteblna fadlltlea, which lt a capital lntentfve and time-coruumln& proceu.. 
There can be no - tba.t the Compuy will •ucceufully complete developtnent of Ill &Iobel 
network In • tl!"":ly IDIIIDer and wlthiA bucfaet. See "Bualneaa-Network." 

MCIMfii'MIIl of~ aun-.. 
lttt~f'f~Ufti ~ on ll.,..._t flll4 NNd 10 Contlllw ro , .. ,_ Svrt- The Company hu 

~cently uperiaced llp!Bc:ant revenue p-owtb aDd hu expended the number of lu employea aDd 
the 11!01J'Phlc: tcope of ltl operatlou. Thete f'aeton have retu.lted In IAcftued rupondbtlltin for 
manqemeAt perwuel ud placed ~ demaDd.s upoa the Compuy'a opcrllina and Snandal 
J)'llems. The Compuy apeeta that Ill QPe1Ui0D Into forelp coWitrla willlnd to Increased Bnanc:tal 
and admhwtradve demGDdr, tueh u IDcrealed ~ratlonal complnlly ueoc:lated with upaoded 
network fac:tiJtlea. admJNttratfve bwdeu utodated with m&nlliDI an 1~111 number o( Nt.tlon· 
shlpa with foretp putAen and npuded tnutuy fuAetJosu to m&nlllt foretp ClllftDC)' rUb. The 
Company'• accow~ttDII)'It- aDd poUdet have beeo develot*l u the Compuy bat esperieneecl 
t11nl8c:ant powtb, and the Company will r.qu.ite additional penonnel. 1)'1111111 and poiJdet to comply 
with the reportln& raqulnt-nta of a pubUdy held compuy. Altho\llh the Company hu ...cently 
lmplem~mted a n- 8D1Dclal accountiJII J)'llem ID 1GII7, tb- can be 110 uaurance that the Compeny'1 
penonnel, 1ytteau, ptOcedu.ra and controla will be adequate to auppott the Compeny'a future 
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operations. DIIBcultles encoWitaed In the Company'• tran.dtlon to a n- ~untlna aystem or the 
failure to Implement and Improve the Coml~Cy'a operation. 8n1Uldal and manqement aystems as 
needed to accommodate any expantlon of the Company's bullnesa could have a material advene elrect 
on the Company'• bu&tneu. operatfna results and SIWicW cond.ltlon. See "-Dependence on li:ey 
Penonnel," "BUJinest-Employees" and ''Manqement." 

Rllb o/~lon fnw (:(,nunm:iol M.n.t. WbJJo the Companylw focused to date aolely on the 
wholesale market. tho Company lntencb to expand Into the cornmerclal market and auch expansion will 
increase the rfak of bad debt expoture and load to blaher operattna c:ost1. The Company alao may be 
required to update and loptOYe IU blllln& syrtew and proc:edwu and/or hire n- manqement 
penonnel to hancllo the domancb of the commeTCI&I nwitet. There can be no &SJurance that the 
Company will be able to electively manqe the <:Oib of and rUb auoc:iated wtth expan~lon Into the 
commercl.al market. 

Rub l.uocl4ltd IIIIth Compln SlllftcftfiiJ tmd lnfor-J0n 5vrtnnl Html_,. tmd SIJftv-y. 

The Company's Information aystems and ltl Northern Telecom and Strombei'J·Carl.son awttchlna 
equipment are expensive to p~in:hase, compte'- to IDJtall and nWIIta.lo, and tubJec:t to hardware defecu 
and aortware bup. The Company may ..nence ttchnlcal diJlcultltl with lb hardwart or IOftware 
which could advt.nely afec:t tht Company'• abiUty to provide NJ'Yiee to IU cUJtomen, manaae lt1 
network, collect bllllna Information, or perform other vital functlona. For eumple. In the fourth 
quarter of 1996 the Company experienced dllBculties auoc:lited with the lruttllatJon of a aoftwa.re 
u111rade to Ill IW!tchlna equipment. U tlmllar eventl oc:c:ur In tho future, 1ucb eve.nta could have a 
material adverse afect on the Company'• butloesa, oJ)mltlna reaulu or Snandal condition. 

~on K1v l'rrtonMI. 

The Compuy'a l\le<:eM depends to a JlaJUScant deareo upon the efortJ of aen!or DIIA&Iement 
peraonnel and apoup of employees with lonpta!)(Unal.odwtry relaUonahSpo~ and toc:hnlcallmowledae 
of the Company'• operadou. In particular, CbriJtopber E. Edaecomb, the Company'• Chief Executive 
Officer. Mr. Edaec:omb Ia bound by the termJ of a Non-Compete Apeement, which ratricu the 
Company'• ability to ofer domeatic: lnterexchan&e produets and aervlcea until Septea1ber 1~7 and 
50 licit certain cuatomen for an 18 t • .onth period thereafter. Several of the Company'alcey maDqem1!11t 
penonneljolned the Company In the put llx monthJ.locludlna the Coml~CY'• Chief Financial Officer 
and Executive VIce Prtsldent-()peradonJ and Eq~Aeertna- The Compuy nWIItaills and Ia ~e 
bene&clary Wider a lcey pi!J'IOn Ufe lnJurance J)OUcy In the amount of tlO.O million wtth respect to 
Mr. Edgecomb. 11te Compuy'a manaa~l!llt team lw limited experience worldna tosether and then 
can be no &SJurt.nee that tbey can s:ucce:ufully lntepate as a maDaaemeot team. The Company believe• 
that Its f11ture Juec:esa will depend In larae part upon Ill contlnulna ability to attrac:t and retain hJahly 
sldlled penonnel Competition for quall8ed. hlah·level telecommWIIcatlona penonnel 11 Intense and 
there can be no &SJuranee that the Company will be auccenful In attrac:tlna and retalnlna such 
penonnel. The l011 of the service• of one or more of the Company'• key lndMdualt, or the failure to 
attract and retain other key personnel, could materially advenely afect the Company 1 butlnesa. 
operatlna resu.lu and 8nanrial condition. See "Manaaement." 

SI,Ujicv.nt Compdfdoft. 

The International telecommunicatlonl indllltr)l Ia lntenaely competitive and 1ubjoc:t to rapid 
change. The Company'• competitor~ In the International wholesale switched looa dJJtance mullet 
lnd ude larp. faclUtles·bued multinational corporations and stn.tler fadlldea·bued providen In tho 
U.S. and overseu that have ftMt'PCI as a l'tHDlt of dereplatlon (ol\en referred to • Poll. Telephone 
and Telepsplu or "m'a"), awltc:hed·baHd reweUert of lntematlonal lona diJtanc:e aervicea and 
International Joint ventW'et and alliances amona 1uc:b companies. International wholesale switched 
lona dlttance providert compete on the baai.J of price, cuttomer aervice, tranamluion quaiJty. breadth 
of Jervic:e olfertnp and value-.dded services. The number of the Compuy'a competitor~ Ia Ubly to 
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lnueue u I retult of th1 n- competitive oppcntunltln c:nat«< by the WfO AI1Hment. Under the 

tc11111 of th1 WTO AarHmant. thl United Stltn and the otMr 81 covotrln putlclpatlna In the 

AIJ'eement have COIIUDitted to open tllelr telec:ommunlc:atiooJ markeu to comptlllion, (oreipl 

ownenblp and ldopt meuww to protect ipWt udcompetitlve behavior. e!ealve Jt&rtin& on 

January 1. 1M. Ala result, the Compuy btu- tlllt comp~Jdtioa will eoutJnue to lnc:reaae, pladna 

downward pnulll"' on pr1ca. Such preulll"' could .dvt-rMiy al'ect tile Company's arou m&IJins If the 

Company II not able to reduce Ill c:oru commenJUJ'Ite with s~~eh price reductions. 

~- ft- L'loiMrtic Mil biUnlltlioMl c-,-IA .ad .w..-. The U.S.-bued lntema· 

tlonal telecommunkationt aemcet market Ia dominated by "-kkil Telephooa 6c Telepaph Co. 

(~AT&T'), MCl CommiUiic&Uou Corp. ("MCI) aad Sprtot Communications Company I...P. 

("Sprint~). The CoJIIPIAy alao compet• witll WoriciCom, IDe .. Pacl8c C1tew1y Eachanar, Inc .. 

TresCom lllteroatlonal, lllc. lAd other U.S.·bued and (orelp loaa dlatuce providen. muy of which 

have coDJiderably pater llu.nclalud other resout'Cet aad more ate!Ufve domatlc aad International 

coauuullkadou netwofb thu tbe Compuy. 1\e Company uticfpetel tlllt U wiU eDCOUDter 

.dditional competition u I rauh or the (Oft'llltfoa of aJol* alllanca UIIO!:II larJe lona dinance 

tel~mmunlcatiou pnMden. For uampla. MCl and lmuh Talacommunlcatlons recently L'l· 

nounced a propoeed merpr tlllt would c1'1111 1 aJob&l telecommvolcadons compuy calltd Concert. 

and addltloully have announced an alliance w.ith Telafoaica de &palla. The eB'ect or the proposed 

meraer ud allluce could enatellpt8candy lncreued competftioA. Many of the Company' a CWTent 

competiton are alao tbe Compuy'a c:utOGMn.. 1'he Company's baslnra would be matertally adversely 

aB'ected to the extent tlllt allpUicant oumber of JUdi cwtomaw llllllt or ceaoc dolnJ bwlneu with 

the Company for competitive or other reuom. CooroUdatlon tn the telecommunications Industry 

could not only create even larau competfton with pater llnandal and other resources, but could 

abo atlvenely aB'ect the Company by reduclna the number of potential c:u.atomen for the Compaay's 

semcet. 

~ ft- HN T«h olo,P.. 'l1le teleeo .. ulettloea llldl&lby Ia Ill 1 period of rapid 

technolosfcal evolvtloa, marked by the IDb'Odoctloa of ~~- prodiM:t and service oler1np and 

lnc:r~ulna aatelllte and uad-• cable l1"'lumlaaoa Clpedty for servlcea llmllar to those provided by 

the Company. Such tecbnolosfea lndude aatellite-bued I)'IIUM, auch u the propoaed Iridium and 

ClobaiSw aynenu, vttliuttoa of the Internet lor IDtematioul voice aad data commuolcations and 

diJftal wiralen commwdaldoa J)'ltema Ada u penoaal communications RTVIcet ( "PCS"). '1111 
Company II unable to pradkt which of IIIlA)' pouible NIW'I product and service ofmnp will bt 

Important to maJnllln Ita compatiUvt- poattlon or what upandltww will bt required to davelost ,.Ad 
provide IUOh procluc:tt aad NI'Vfca. 

lncrwtt.Hd ~ ., • 1Wult of• ~ "-culawtw !ilolronmmt The FCC recently 

vanted AT6cTa petttiow to be cluliBed u a ooa-dornill&llt carrier l.n the domestic lntentate and 

lntnnatfooal marbta, whleb has allowed AT_,- to obtal.n rewed pridna reltrictfons aad relief from 

other rf'IUiatory coattralnts. IDclud!Qa reduced tariJ' Dotlce requlrementa. Thete reduced resulllory 

reqwrementl could mab It euler for ATet'f to compete with the Compuy. In addltioo, the 

Tel~mmunlcatiOM Act o( liMIS (the ' 'Telecommunications Act"), which aubrtutlally reviJel the 

Communle&dOD.J Act ol 1834 (the "Communlcadons Act"), permlt.a aad Ia detiJIIed to promote 

.ddltloDAI compedtioa Ill the IDIJ'Utlle, lntent:lte and lntemltiooal teleeommunlcatlons market~ by 

both u.s..bu«< aad romp colllplll!es.IDclllCilila the RqlonaiBell Operadna Coatpaa1ea ("I\BOC:."), 

RBOCs. u -u u other alatin1 or pota~~tlal comptllton o( the Company, have dpl8caatly more 

resourcet tbao the Company. The Company abo expeeta that competftlon from canien will IDc:ruM In 

the future alooa with lllcret.dna deresuJation of telecommunlcatlou marlreta worldwide. At a retult of 

these aad other (acton, th.,. can bt no Ulur&nee that the Compeoy will conllnue to compete 

favorably In tbe funar.. lee "-Potantlal A.s- Alect~ ol CoYena- nt Resulation," "Bual· 

neu-Competltloa" aad "''ll.lt.........cov.ra-t Beplldoe.': 
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~ on Otlwr L-a Din- l'roold..n; Ctu,c-~ Mil I~ s.d O.bt 
&potvn. 

The Company" a primary bUn.., u a wholesale lona c:ll.naMe provldu makes It hlahly ~ndrnt 
upon trallc dellvet-ed to the Company by other loQI dl.twtce pnwickn punuant to atftllJm>enU that 
c:an aenually be tmalnated by the provider 00 abort~ While the IUt or the Company's moat 
llanllic:ant customen varia from quarter to quarter, the Compuy's Sve larae$l cwtomen accounted 
(or IPPfVWnately ~of menu• ill the yeat ended December 31, 1 8lle and 44~ for the quarter ended 
Muoh 31. 1W1. Dlnin& 1888. the Compuy'st.,.... custocner. CCL accounted for approalmately i1~ 
of the Company'a revenue. 1\e Compuy oeaed provldlq tervict1 to CCJ In March 1997 due to tu 
failure to pay ouutandlll& accovJ~U rece(vable. No other c:uatomer aecounted for more than I~ of the 
Company's revenue In liM. 'I1Ie Company could lose llpl8cant cwtomer trdc for many reasons. 
lncludllla the eotnnce IIIIo the marlcet of '4PI8cent ~~- competlton with lower ntes than the 
Compuy. downward praAII"e oo the ovenll eocb ol transmlttilll IJitemadoaal ca1lJ. traJumluloo 
quallty problema. cb•IIP' Ill U.S. or fordp rep1adotu, or uaupected ~ Ia tbe Company's 
cost rtructwe u a ..-1t o( apentet related to tnmDina a &loba1 netwofk or otherwise. Ally dan!Scant 
lou of cu.stomer trallc: would have a material adwne elrec:t on the Company's business. open~~lna 

results aad illaadal condJUoo.. 
ne Compuy'a ~ -tratioo\ allo uapliSea the riA of non-paymat by customcn. Tbe 

Company'a two lupae cwta•era Ill UlliCI -ted (or approa..Wy !t5 of the Compa.ny'a pou 
accouau rece!Yible u o( o-.ber 31. lllliCI. 'I1Ie Compuy baa reca~tly etiCOIIIItered dpiScant 
dJJBcultia In the colJectioo o( ICCOIInU receivable from certain or IU ~or cwtomen. Ill the fourth 
quarter of 18M, RJ.JUm, one of the Company's maJor cust~?men, Informed the Company that It wu 
e1perlencln& Snanclal dJ!Iculda and would be unable to pay In full, oo a timely but.. appro&Jmately 
JCI.I' million In ouuundlna aeoounb recetvable. 111e Company accepted a MC\IIecl note In the amount 
of $3.4 mUUon In Ueu or. portion or pat due payma.ta and wu able to oiNt • portion of the IDIOWIU 
due by aenc!Jn& tralk to RJ.J\Jm. TIM Compuy beJie,.oa that It It wallbly to receive aay additional 
payment from Rl·Nm uDder the !lOti or othuwtM. Ala mvlt, the full UDOUDt or the approdmately 
15.3 mlWon owed to the Compuy by HJ· lUm u o( DecembcT 31, 18M. whkb wu not wbtequently 
colt~ eel or for which no o6ettfaa nJoe WU I eecJwec:l. WU wrlttltl4111 the rourth quarter of )ell6. IJI 
1he Snt quarter or lllr7. OCL the Compuy'alarplt cwt_,ln lell6. allo Wormed the Company that 
It wu UAable to pay Ill fu.11. 011 • timely bull. Ita ec:counu rec.ivable b.lance. To account for the 
potentialiAablllty to coUect 011 the _.ta ...tvUIIe aad ouutaadJAS depoiiU which the Company 
had made tO OCl, the Coalpuy lila I ..d lb - aplnat ICCOIIIIIJ receivable and ~ apiAJt 
deposita by 13.5 millfoo aad U.O mlllloo, ~vely. fa addition. the Coalpaay wrote-olrtMO.OOO of 
fntaa&fble auets reladAS to thlt ewto-. Tbete reterVel and write-or rdect the fu1181110W1t or furure 
beneSu to have beers received by the Compuy from aaeta related to CCJ recorded 011 the Company' a 
Bal.w~;o Soeec at December 31.1888. 111e Company allo took a •u mUIIon wrlte-olrln the Brat quarter 
of 19117 due to the fallwoe of ooe of ICJ eUJiomen. NetSource. Inc., to pay Ita Olltltllldlq~oCXGUaU 
recelvable. 111e Compuy hu com1M11c:ed Udptton aplnn NtrtSovrce. IDe. for all oubtalldJna 
amounu. See u_ Operatlq Raults SubJect to Slplill~t .1uctvatiOOJ," "Budn.., - Utiptlon" and 
" Man-aement's Dlscwllon aad Analyab or Flnudal Coodftion aad Resulu of Operadou" 

While the Compuy petfonu oqoilla c:ndlt evaluadocu o( lb ew~--. It aeoerally does oot 
requ!N collateral to tuJIPOit ICCOWIU Nceivable from tu eu1omen aad there ~ be no aau.rance that 
reserves wt11 be adequat. Ill futv.re perloda. If the Colllpuy aperleacet a:lmllat dlllkulties ill the 
collection o( ec:counts receivable from IU othet- maJor C\111-n. the Co•puy'a 8JWlda1 coodltlon 
aad retults or opeT'Idou could be matertally edw ..... ly dected. Ill addition. the Ideality or the 
Compuy'a ~ cut--. eu c:haap •llc:sotly over abort perioda o( time. For eumple, while 
Hl·Rl• ICCOIIAtecl for ~ely K o( the Cotllpuy's bwl- dllltfta liM. Hl·R.Im &CCOIIJitecl for 
leu than n• or the Coalpany'a revn- diiJi.lla the a...& q~Uner ended March 31. 11187. and Cable 6r 
Wire lat. which ec:counted for approximately &5o( the Company' a revenua durtna l ell6. ec:counted 
for appro.rimately 1~ of the Compuy's reven- for the S.cal quarter ended Muoh 31, 111117. In 
addltloo, OCI. whlda -.ted for appi'OXIJutely llS o( the Company' a revenua duriqlell6 ceased 

13 



to be a cwtomet- In March 1807. See "Man.,ement's Dlscii.Uion ud Analysis of Financial Condluon 

and Results or Ope nations." 

C4rJH1411 &pmdlturw: Pot.nti411 N.-d for AllJIHorlal fiMftdnc 

upanslon of the Company's networit fadUtles will require allpiBcant lnvert~nent In equJpllle1lt 

and facilities. Wh1le the Comp~ny beUeYet thaa tbc proceedJ of thll oierina. combined wllh other 

sources of llquldJty. will be tdcient to fund IU ~ requlrementt for the ned II montlu. the 

Company IMY be required to obtam acldltiooal laiDd!ll depe:ndJQS on facton t\ICh u the rate and 

ext ea t of the Compuy't latematlon.al apuuioo. lacreeted ln\l'eltlllent In ownenhlp nchu In Sber 

optic cable and locreued Ales and mubtlnc ell'pftlft to 10pp0n lntemarional wholfl&le and 

commerdal openatlon.s. Imaance of additional equity lieCUrltles would rttuh In dilution to nockhold· 

en. There can be no UI\II'Uice that additional Snanc:ln& will be available on temu a«eptable to the 

Compuy. or at all. The Compufa tubiUty to fand Its ct&)ltal ,..qv.Jrementl would have a material 

adverse eiect on tbe Compuy'a bwlDeat. ~ rttults and 8.D&nc:lal condition. See "Manace

ment'a Dlscii.Uion and Analysia of FlnandU Cooclfdon ud Rmalts of Operations." 

Rub EUIGIMI to STAB Trod.m•r*. 

Tbe Compuy hu bee1l advUed thtt ltldetnaric resbtJ'atlon 111ay not be available for the "STAR 
TclecommUAicariou" ..rtt beca111c acveraleompuia lllttieeommiiAlcadont-related lndwt.riea hold 

rq!Jterecl tl'adelnllb that lllclude the word "It&t'." SitCh eot11pula could Ulqe that the Compuy't 

Ute or the STAJ\ Tt&.ca ... ualeatloDI nwtc "coDfui-.Jy Ullat to ulltlnl trld.au.rb. Althovab tile 

Compuy hu not Nettvecl uy commualcatloa from a third party with rMpeet to Ita uae of Ill 

trademark. there can be ao UNI'IIIce that a third party ut!llzi111a almllar marit wil111ot allece that the 

Co-npany'a we lll&iapa Itt ria;htt. that tbe Compuy wol&ld IU«'esd'ully defend a.ny dalm of 

lnfrtnaement or that tile Compeay wol&ld DOl be orcter.clto c:tUC ualnc the marit and/ or pay any 

damaces.. 11M .dopdoo of a a- trldc.arit cw u y related lltlptlon could be coat.ly, llecatJvcly dect 

cwtomer rtlatiODihlpo~. nmalt 111 collfwloo 111 the marittt and have a material adverae ell'ect on the 

Company'a bualnesa, operalin& reaulu and Snancial c:ondltlon. 

'f.ff«~$ of Natural DiMuun lind Odwr ~ ~ 

Tbe Compuy'a bual11- Ia awc:ept~blt to utural d.ialte:n t\ICh u nrthquaku. u well u other 

c:atutropbk events tueh u Sre. cenoriaa and war. Altbouch tb. Company hu takm a number of ateps 

to prevent Its networit frota belnc dected by natunal diJUten, Sre and the Uke. &uc:h u bufldln11 

redundant aynema for power avpply to tbe rwttch!QS equipment. tbu-e cu be oo UJunance that any 

suc:h systema will prevent the Compuy'a rwttehct from becomin& dlsebled ln the event of an 

ear1h'J"•".. :-oweT ou~~p or otherwlte. Tbt failure of the Colllpuy'a necworit. or a dpl&cut 

d~eue In tekpbofte tnlllc raultio& fronl e6llCb of a Datunal or man·made d.baner. could have a 

mateslal advent elect on the Company'a relat1061hlp with Ita c:ustomen and the Compuy'a bwinesa. 

opcnatfn& reauh• and &nandal condltJon. S.. "8wl11esa-Networit. .. 

No PrWt- Trwdlltf 1/MUt for c-- Slocl 

Prior to thll ofmn,. there hu been no public naarbt for the Compe.ay'a Common ~cock. and 
there cu be no UIUIUICe that an ac:ttve tradloa marbt will develop or be awtalned after thll oll'er1n& 

The Initial public ofmna prtc:e wu determined tbrouP nqotfatioftl amoncthe Company. the SeiU111 

Sti)Ckholden and the repreMotatlvet o( tht Uadtrwrtt.n bu.d oa aeveral facton and may not be 

lndlc:at:ive of the marbt price of tbe Com- Stoclr after thla ofertnc. S.. "UndcTWrlttna." 

Polftllual Vol.tllJtv of Slocltrb. 

The market price of the dwet or Common Stoelr u Ubly to be hlably volatile and may be 

algniSc:antly dected by facton t\ICh u ec:waJ or antic:lpated luctutlonl In the Company'• opcratinc 
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resulu. chana:es In fecknl ud tatemadoul ~. eettvtda ol the larptc domc>tic: provlden. 
Industry conso!Jdatlon and ~m. conclltJooa and tnndl In the laterutlonal telecommunications 
market, ldoptfon of new -ntial lU.IIdard. al'ectl1la tbe telecoauaWikatlou IJidustry, c:hanae• In 
rec:ommendationa and estimates by MCUJ'Ities &D&I)'Ib, poenlllllltet coacliUou and other ftc~on. In 
addition, the stock marUt hu &-time 10 u .. aperieeced afpilcut price uw' wluae luctu.atlona 
that have putieuJarly l&ctld the market prices for the c:onunon atocia of eTII4tl'1fnl arowth 
companies. TheM broa.d 11111\et luct\ladotu -y edverwly ~ the awltet price of the Company'• 
Common Stock. In the pad. followlq perioda of volalilltyln thellllltet price of a putlc:ular company'• 

securities, aec:uritles c:lao ac:t:IOIIlitjpdoo hu ofwo been bi'OQiht epiAJt the compu~y. There can be 
no uturanc:e that auc:h lltlptJon w!U aot Oftllr In the future with r...,.ot to the Company. Such 
llttaatlon could rault ta 111bttudal CCNtJ aod a cliYadoo of ~I' a attention and reso~. 

which could have a material acfw.ne dec:t upon the Company'• budnest, oper-adng resulu and 
&nanclal condldoft. See -underwritt~~J." 

ContTol of~"" No-.I OJic-, Dh:fon awl Jllw hroMI ~ 

Upon the C:OJUUtnmatlon of thiJ ofertac. the Named Olken (u de&ned below) , dlnctors, Bve 
percent atoc:kholden and thelr a.IJliataa to the ~tPte will bene&c:tally OW1I approdmately 55~ or 
the ovtiWidlOJ sharea of Com.moo Stock ud the Coalpuy't Cbief ~ OCBcer wiU bendc:tally 
own approdmately 44..,. of the outltaDdlna ahara TheM ltoc:kbolden wiD be .W. 10 ~ c:ootrol 
0\oer all rnatten reqWrlQI .-oclrlloWer tpp~o..I, tac:ludlaa the elec:tioo ol cll.recton and appnwal of 
siiJIIBeant corporate tn.llllldtou. Soch -tntioa ol OWMri!Up -Y have the dect of delaytna or 
prevenUna a chanae In c:oottol ol the Compuy. See "PriDdpel ud SeWQI Stockbold.n. .. 

&nefiu of 1M Offtrltlf to CwnRt ~ 

The oferiOJ wtU pnMde .-...UaJbeBdta to t'ldJtilll ttoc:kbolden of the Company, particularly 
the present din!cton, Rte11tf,. oac.n. 1,. pveat IIOeldloJden ud their aiWataa and relaled 
penoru. Sued upcm a po_bUc oJ'vtoa price ofae.oo per ~hare. the Selllna Stoc&lden will rec:elvt 

approxlm-.tely 11.1 mlllloa Ia net poeeecla, after dedueti~t~ .,efmeted llllderwrldlll d.ilcouDu ud 
c:ommiJtlonJ. In lddltloo, all abdqatockbolclert of the Company wtU beneSt from the c:readon of a 
public market for the Com- Stodc held by them after tiM c:lollq of the Oferina- Upon the doslna 
of the oll'erin& a.od alter Jlviq elect to the tale of Common Stock by the SeWna Stockholden, the 
present dlrec:tora. exeeutt... ollcen. a.-, pereot ltodcholden ud their aAiiet• ud related persona 
will bcne&dally OW1I ouutarul!aa aJw. of Commoo Stoc:k havlft& an .... epte ID&ritet v.Jue eQIW 'to 
approximately nu taiWoo bMed upon the bddal public oWeriJ!a price of tt.OO per ahue. Se. 
"Principal and SeWna Stockholders." 

£1'1C1 of Wrtoin a-Wr .Prootriolv; Mtl·~ fi«:U of <Arl~ of 1~. Bv"'- llrld 
O.lowofy l..ovl. 

Upon c:omPietloa ol thiJ oferma, the Company' a 8oetd of Dlrec:ton wlU have the authority to 
luue up to 6.000.000 shares of Prefelftd Stock and to determine the priw, riJhu. preferenC!ft, 
privtleae• ..nd raatricUoeJ. lncliMitq vottna and eoaverdotl ripu or tuc:h tlww. without any further 
vote or action by the Company'• lltocltholden. The rtptl of the holden o( eo- Stock will be 
tubjec:t 10, a.od -Y be ldvenely al'.cted by, the ri,htl o( the holden of lilY Preftmld Stoclt that may 
be luuod In t.he Eutv.re. The 1a1uuc:t of Preferred Stock. while provldlna ledbruty 111 c:oonec:tJoe with 
poulble acquidliotu ud oth.r COf1)0rlte ~ could have the elect ol maldqlt more dlllcult for 
a third patty to acquire a ~ ol the outltllldl111 YOUOJ stock ol the Co.pany. The c-puy ba 
no C\lrrent piua 10 Wue ahu. of Pref11 I M Stock. The Company Ia abo Rib jed 10 the llltf.tabow:r 

provltlont of Section 103 of the Dele-c.-.1 Corpondoo I.Aw, whJc:h wiD prohibit the Co•pny 
from enPifna In a "bUIIaell ~" with 111 "lnt-ced ttockholdu" for a petlocl of three yean 
Jter the date of the t~on IJI whklh the penon becalM an lnterettM atooltholder, unJ.a the 
buslneu combtaadon II ~ed Ia a prac:ribed IIWiner. 'fbe IPS'IIcltkMa of Sectloo 103 could have 
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an elreet of delaytna or ~ottnaa chana• Ill coatrol ol the Compuy. lD addition. upon the c:lorlna 

of the oferina the Co~~~p&~~y'a Amended and Restated CAttiicate of IAc:orporadon will provide for a 

dauJ.Sed Boetd of Dlnc:ton suco that approximately only one-third of the me:mben of the Board will 

be ele~ed at each annual meettna of JtOCkholclen. ClaaaiJied bo&rdJ may have the elect of delaytna. 

defen\IIJ or d.lacourqlaa clwaa• Ill c:ootrol of the Company. Further, cctaln proviJionl of the 

Company'1 CertiJCllle of lllcorpotltlotl and ........ ucf of DtJIWII't Jaw 00111d dfJty or mot mort 

dlllc:ult 1 mtrpr, '"""' oler Of prot)' C!Ot!IM tavoMq the Compaay. Addltiotl.allv. certain Fed«aa 
f'llllelloM '*~Uirt prior IIPPOWal of c:ertalll truufen of coatrol of te'-muolcetioDJ c:ompanla. 

which c:oulcl abo have tbt t&ct of delaytna. defemna or pNVRtlOJ a cha.nae In control. See 

"Bw!neu-Covemmeot Replation." "Deeeription of ~tal Stodr-~fen-ed Stoc:k" and "-Anti· 

tal<eovm- ElFeeb o( Pro~ o( the Certif!Cllle of IAc:orporadoa. Bylawt and Delaware Law " 

Slurra ~ fw futww w.. 
On the date or thla Protpeetua. -ly the 4.000.000 elwu ofered hereby (auumlna no eaerc:tH o( 

the Underwriten' -..noe-ot opdoo) will be lmme:clla•ely etl&tble for ale In the pvbllc: market. An 

additional approdaltely 15.144 lhara ol Commoa Stock wiD be •IIPble for ~ btslo11l111 to clayt 

after the elate of tiUe PIOII*IU. ud ulddldouiappf'OiiaMtly 11J'T7.110 ..,_of Commoa Stock 

wtll be •llllble fOf lilt beFanliiCliO dayt aft tbt elate of dw Protpectua. ualta ..,u., reltaMd. In 

whole or ID pttt ud wttll or without DOtice to the pllbllc:, by Hambtecht It Qultt U.C. At varlow tlmea 

aher 110 clayt after tbt dlle of tlW rro.pectu. an lddJ«ooaJ &pprOJ:iiDaltly 173.000 aharea will become 

eiJpble for ale lA tbt pubiJc: marbt upoa apUadoo of thetr r.epeetlve -year holcliAa penocla. 

rubjec:t to certain volu.e and rwaJe rettrletlou u Mt forth b Rule 144 under tht Stc:widea Act of 

1933. u amended (the "Securltlet Act"). In addition, the Company lntenda to rqltter, followlna the 

ell'ec:tlve elate of thle oferlna. a total of awrolimately 1.714,015 dwft of Common Stoc:.k aubject to 

outtt&J ilna opdona or ra•ned for 1uuanee under the Company'• Aoc:lc and option plana. Certalll 

ltoc:kholclen holdlaa approximately 1.813,000 aharet o( eo- Scock .... entitled to ~~~ 

riJhtt with respect to their lharea of Common Stoc:k. If 1110h AOC:kholclan, b)" eaemnna their demand 

rqlrtratlon rfahtt, caua alarp number of aecurltl" to be rqbtered and eoldln the public market, 

JUCh salea c:ould tu. ..... advene el'ect on the -at price of the Company'• Common Stoc:lc. Sal" or 

rubnantlal amow~ta of Neb ~baret lA the publlo nwbt after thb ofertns. or the pn>epac:t of euch ealet. 

could advenely afec:t tht market priee of the Co- Stock. Such ealea alto mlaht make It more 

diiBcuh for the Compeny to MD equity eecurid" or equity related eecuritl" In the futwe at a time and 

price that the Company deeuu apptOPriate. See "Dac:rlpdon of ~tal Stoc:lc." "Sharea Eli~Sble.for 

Future Sale" and "Uadet wllt:IIIJ." 

I mtMdl4t• and Sc.lbdant'-1 Dllvtloll. 

n,,. r~n of Common Stock In thb ol'ertna will eli'J)Crienc:e Immediate and aubtt&ntlal 

dilution. To the eX1ent outataodlna opdonJ to pUKh.ue the Company' a Common Stoc:lc are eaerd aecl. 

there will be further dilution. Sea "Dilution." 

DESCIUP'I10N OF FOJIWAJU>.LOOQNC STAT'DCElo'TS 

ThU Prwpectv.l coatafna forward·looldaa etatemeoll. which may be deemed to l~~c:l* IU!emenll 

In ' 'Man~&..,..Dt'e DlacuAoa and AnaJy.b ol Flnandal CoDdltlon and ft"wta of ()peTado1u." 

reprdlna the Company'• IU'IIOJY to lower Ill c:oA of rervlc:a and IJDptove Ita J10U lllai'IID. Ita 

Ollpec:tatlon that mum traiLe Wider openliiiJ epee.entl wtU be liiUUlerial throuah at leut tbt lnt 
half of 1997. Itt llllentlotl to hap~ Pf'O\'IdiAIIAterudonal lema diet•-~ to c:om-rd.al 

customers In CCitala ~ c:outria Ill the eec:oecl ball or 1997, the Compeey'e balfef the! thl• 

tra!ic hu the pot.atlal to ,_.,ate hlaher pwe au'IIN. Itt ballet that prfeoa dac:U.• mey be olwt In 

part by lnc:reued calllna wlum• and d«rnMd c:o1t1 and Ill ballet in the ·~ of capital 

reaourcea. Forward·looldDJitat._llttlll ''lkuln-~ may be deemed to lAd* projected powth In 

International teleco-\lllkedou trdlc:; the Company'• lttalesY of marbt1q Itt eervlees to foref&n· 
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baaed lon1 cflnancc providers, eiiJ)&ndlnalta U.S. and developn1 European switchlnJ capabiUttrs. and 
ezpand.lnJ Into fomp C01111Mrdal markeu and In the loq.er tcnn Into the U.S. commrrcJal mukct; 
and the Company' a npect&tlou that Ita Londoo awtteh will~ opentloulln mld·18117 and that It wfll 
~ owHnhlp rfahta ID eddltlonal cabla. Actual raulta could dlfer frvtn thott P'OIKitd In any 
r~rward·looldq atatemntalor the rtllfOIU dalllltd In tiM OIMr NCtlont of thiJ "llult ,teton" portion 
or the ~. or tletwh.rt In tht Pi'otpKtUI. 

USE OF PROCEEDS 

The net p~ to the Compe.ny from the aale of the thuet or Common Stock to be sold by the 
Company In thu otrerin1 are ettlmated to be •28.887.500 (131.581.500 If thr Undrrwriten· o~cor· 

allotment opclon lJ ezerclJed In full), after dtductln& underwritln& dlacountJ and commlulona and 
tsti-ted oferill& apeoaa payable by the Comp&Dy. The Compe.ny wfll not receive any or the 
p!Wftd.t from &be All g/fbww of Coii!Pm S!Od by tht Stlltq Stodcholckn. 

'nle Company lntatldl to uae approztmately 16.4 miUI011 of the proceeds of the oll'erin1 for the 
repayment of onbhnci!QIIndebtedn-uoder Cftdit factlltles.lodudiDJ (I) approllmately 15.3 million 
outstandlna under a revolvfnc IIDa of CTNit that bnn IDterett at ante or the b&nk'a prime rate plua 
1 .~. certaJn -tao( wbkh are coovertlble at the tUM of fundiD& Into ahorHmn obllpllofta that 
~Interest dtber at lJI()R "'UJ 3.5" or the banlt'a c011 of fund. rate plua 3.5,., and whlc:.h expires on 
July 1, 18117, (ll) approdmetely 1687.000 outatandln1 under a buk loan that bnn Interest at ante or 
prime plu 1.5,. and which elrpirel on Oc:iober 1, 19119. (Ill) approzlmately 1183.000 outttandln1 under 
bank Joana at e varleble Interest rate equal to the Wall StrHt Journal Prfme Rate, approllmattly 
1-41.500 of whkh lJ due In June 1W7 and ti5UU of which Ia dueln July IW7, and (lv) approllmately 
12~J.OOO In bonoo.IDCJ WMier u- of cndlt from Outatophcr l'.dpeomb. the Company'• Chief 
Executive Ollc., whlcb .-a11ll-n dnwn tu~t to March 31, 1811'711.1 aolnterat nte ofi.K 
e~rplrin& on Mareb 30. 11118. "'11e Compe.ny lntendt to uae approxllll&ltly 123 million of the proceeds or 

the otrerina for ~ apenditu~et dl&rlQI the 11nt twelve moatha to ~ diJital lber optic cable 
capadty and to ~ and lnJtall ni'W awttc:hlna equfpmtt~t. n.. mftll&der of the proceeds an 
expect~ to be UMd for -tciq capital. ft11M1Soo of the Company' a mute~ and Ala orpAiu.tlon 
and aencnl corporate putpOML AJtbouP the Company may we a pol"'loa of the net pi"OC:eed.t for 
poulbll' acquiJitloll o( bualn-~ that are complementuy to thOM or the Compe.ny, there arc no 
current plana In thls reprd. P'endlnatuc:h uaes. the Company plant to Invest the nl!t proceeds In ahcnt· 
term. lnternt·bea.rlq. l11vatment .,.de MeWitlet. See "Manqement't DlscUJJion and Analyaia of 
Flnandu CondJI:Ioo and Ruulll of Opentiona.'' "Bualneu-Stntesy" and "Certain TniiACtlons." 

DIVIDEND POUCY 

Thl' Company baa oever declared or paid any c:uh dlvtdendt on Ita Common Stock and doet not 
upect to clo ao In the (o,_nble l'uture. The Company anllcipetu tlw all l'uture eamiop. lf any, 
genentl'd from opendou wOl be retained by the Company to develop and ezpand lu busineu. Ally 
future detl'nDlnatlon witb ...,.a to the payme11t of dlvicknd.a will be at the dlattetlon c! the Boerd of 
Olrecton and wiU depend upon, lmOQI other thlnp. the Company'• opeTatfnl retUhs. Snanc:tal 
condition and capital rwqu!tftDeata. the teras of then·l'.ailtln& lnd.btedoaa. &enenl bwlneu condl· 
tiona and tuob other fiiCton u the lloe.rd of DlrKton cleenu rwlevanL lo .ddltlon, tbe tmna of the 
Comj)&ny·a nrvolvl111 cndlt fadllty wltb Co.aiea a.ak. wblch lJ collatenllzad by Ill -=-all 
receivable, pi"Ohlbtll the payment of c:uh dlvtdndt without 1M leader'• COtUtDL 
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CAPITAUZAnON 

The followfn1 table Htt fotth (I) the actual capttallut1on of the Compuy u of March 31. Um 
and (II) the capltaliutfon of the ODmpuy u ~lUted to re8ec:t ohanaea ln the Compuy'a chatter 
documenu ln c:onnectlon with the Compuy's relnc:orporation Into Delaware, a 3-for-2 reverM stock 
aplJt of the Co~ Stock, the c:onvenioo or the prefened dock toto 811,3e0 alwea of Common Stoclc 
upon the closlna or thl.t oferiDJ. the aaJe or the abaiw or Common Stock ofered hereby (at the lultial 
pubiJc ofl'mna price of to.OO per ahare) and the appUcatlon of the ettlmated net procttda therefrom. 
See "Use of Proceeds." 

~ AI .yl!oooW 
(Ia ........ . 

Lon1·term Uabllltfes.lea current portion . • . . • • .. .. . .. .. • • .. • • • • • • • . • • .. . ~ ! 5,4-til 

Stoc:lcholden' equity• 
Preferred atoclc 10.001 par velue, 1.367.0.'10 a1wea authorized. 1,387,047 

luued and o~ OD 111 actual bull: 5,000,000 a.uthoriud. no 
ah.aret luued lAd outiandlna .. ~l&ltecl • • ••••••••••.••• •..••••••••. 

Common atoclc 10.001 par velue, 30.000,000 "'*'- authort&ecl.. 1Q,t14,38e 
1hllft IJI\Uid and ouiitandJDJ on an actual bull: 80.000,000 ah.:re. 
authorized. 15.5'75,756 •h- ouutandJAa as ~uated(l) ... ..... ...... . 

Additional peJd·ln oapltal. ............................ .... ............. . 
Deferred compensation ............... .... ............ .. .............. . 
Retained eunlop .................................................... . 

Stockhoklen' equity •.••••..••••.•..••••.•.•••.•......•..•.••.•..•..• 

11 
13.637 

(VII) 
(UU ) 

8,338 

Tout capltaliudon .••••...• . . . .•...•.••.•...•.•• , ...•• , . • . . . . . . • . • • . !14,188 

18 
43.S21 

(88) 
~) 

.1!.!!! 
~ 

(1) Excludea 1.1!05.W aw. NbJect to o11bhodlnc options u of Nardi 31, 1W7 at a wel&hted 
IVOJ"&&e Uerciae poke of approsfm8ttl)' .. us pet abate, A1lo uclude11 lJl.J4,8 Jb- reservecf 
for luuance UAder the Company'attock plan.a. See MManaaement-1W7 Omnibua Stock lnc:tmtive 
Plan," "-1888 <Nb6de Dl.rec:ton No111tat11tory Stoclc Option Plan" and Notea Sand 10 ofNocea to 
Contolldated Fl~~&~~d&l Statement.. 
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DR.tmON 

'11le net tansJble book value of the ComS~My'a Common Stodc u of March 31. 1997,1fvin& elfect to 
the convenloo of all out~~andlll& ahares of Prefened Stock Into 811..380 •ham of Comti\On Stoc:k U,poD 
the doalna of thJJ offttAa, wu 11,338,000. or ~nmately 10.71 per ahve. MNet ta.qtble book vaJueH 
per share repraenta the L'IIOUDt of total taqlble UMtJ of the Coal ~~MY lea totalll.abiUtiea. dMded by 
11,325,7S6 ahares of Common Stoc:k outst:andl.na. Net ta.qtble boolc value dilution per share rrpresenu 
the di.fereuc:e between the amoWit per dwe p&Jd by pureb»cn of ahuea of Common Stoc:k In the 
offertna made hereby and the pro fonna net taqjhle book value per thare of Co.mmon Stoc:k 
Immediately after completion of the oferizll, Alwr slvill& elrect tc. the aale of 3,750,000 ahues of 
Common Stoc:k In thb oll'erln1 .a the ID.Itial pubUc oferlq prie. of 18.00 per ahare and the application 
of the edlmaaed net proc:eecll therefrom, the pro forma net tan&lble book value of the Company .. or 
Mareh 31, 189'7 would have been t38.226.500. or 12..S per abare. Thla repi'CHnlJ an Immediate Increase 
In net tansJble book value ofill.74 per thare to alltin& stoc:kho'lden and an Immediate dilution In net 
tansJble book value of te.5lll per share to pun:butn of Common Stoc:k In the ofenna. lnveaton 
particlpadna In thl1 oftrl111 wfll II)OUI lmmtdlatt, aub.tantlal dilution. 'l'tlu IJ Illustrated In the 
followlq tab&t1 

IJIItial publlc ofertna price per •lwe ................................. , 
Pro fonu net taqfble book value per share befor11 the ofertna ........ 10.71 
hlcreue per dwe attrtbutabl4l to cew htvetto.n •... , . • • . . . • . . . . . • . . . . _ill 

Pro Conna net tansJble book value per share after the oferina .....•...... 

Net tuslble book value dllutJon per Jiwe to niW lnveston ........ . .... . 

18.00 

2..S 

M.55 -
The followitl& table JUmiD&rilet, nn a pro fo.rma bub u of Mareh 31, 1897, the di.ferenee between 

the e.dltins rtoekholden and the purelwen of ahara ln the o'ferln& with ~ to the nwnbfn of 
sharet purehued from the Co:mS~My. the total conalderatton p&ld and the ave,...e price per dwe paid: 

EsiJtJna rtockholden ..•.. 
New rtoc:kholden(l) 

Totala ....... . .. 

...,_ Pw ' • ~.., Cno!l ollw Aftnlll Prift 
,_..,. !!!!::!! ......., ... - .....:.;, ... = .... =-

u.w.m 7S.K t1U6.000 2us • 1.111 
3.7!0,000 ..!!!, 33,7!0,000 ..1!.:! ' i .OO 

15,575,7!18 !!!;2" t47,!189,000 aos 
( 1) Salet by the SelliJII Stoc:k'b~lden ln thla ol'eri.111 will reduce' the number of ahara held by C11J1tiDJ 

Jtoc:kholden to 11,575.7515, or 'T~ (11.17S,7!1e. or 70.SS. lf the over.aJiotment option 11 ea..-otaed 
In full), and will IIICT8U4t the number of aharn held by new tlocllholden 10 4,000,000. Of i3.n. 
(4,800.000, orlt.ft, If the ov•r·ellotment option It e.aerclttd In lull ), of the total numberof&h
or Common ltock outiWldlns after th!J oiFmnJ. See "Prioopal and Selllns Stoc:kholden." 

As uf Man:b 31, 1W7, theJW .,.,. 1,605,35i aharea subjeet t.o outatandln& optiona at a we!Jhted 
avcrqo cur;IH price of appro&lmately H.15 ~ aharc. and L,UU48 abate• reserved for luvulc:o 
under the ComS~My'l rtoc:k plana. To the extent outstandlns optlona are eserelled, theN will be 
further dilution to new lnvetton. See "Manqement-1897 Omnlbu• Stoc:k Incentive Plan," "-1·8116 
Ouulde Director Nonatatutory Stock Option Plan" and Notes 8 and 10 of Notu to Conaolldated 
Financial StateiMftb. 
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MANACBM.EHTS DISCtJSSJON AND AN.U.YIJS OF FINANCIAL 
CONDmON AND B.ESULTS OF OPEilAnONS 

77w~ ~ ofllwfourntMI condlilon orvl....Mu of~ ojclw ~ 1hosdd 1¥ 
twulln COfl}utldl«t wUit llw Ccnlo~ ~I suu-nu orvl tit. Nota tlvmo lttdudcd 1lMrwlwn 
m c/sl, P'ro.J J«t!l 7JaU dliJC'Mdon c:ona.uu for-'d·IDoJdac IU'-11 IMl lnoo/w rilb tJNI Uf1Cf1141/nllu. 
77w ~·, .a...l rwsdu c:roulti d41.r -un.lltl fr- tN. atlclpc~t«< In 1/w for'u-d·~ 
, •• ,,..IIIII ., • rmllt of_.,.,. /«:tart, lndlldlftc, IHd tiOf llllllt«< to tltol1 dilcuiHd In "I!Uk Foe~on" ond 
.,.,... ... w. ~ .... 
<herwiew 

The Compuy ban latmwionallona dl.stanee provider fOCUHd primarily on providlna htchly 
rellable. low cott ~Witched YOke loaa dl.swlee rervlces to U.S. and foNIJO·bued telecommWIIcatloru 
eomp.nles. The Company c:WN11tly or.n U.S.-orilfDaled loDJ cibtuce aervlc:e to over 200 couotrlet 
worldwide throlach Ill lnlble networic o( resale UTIDJemelltl with other looa dlltance provkk>n.. 
vartoUI (oNip tennJAatlon relatiotUhlpt, lnterudoaal plew1y awitche~ and luaed and owned 
trantmln'on factUtiea. .AJthoQp the Cotnpuy wu locorporated ln 11183. It clld not commeoc:e Ill 
c:\lll'ftt ..... ,.,.. u 1 pro~ o( looa dia:ance rervlces UAti1 tho 1e1:0Dd ball of 1 ges, DurtDaliiH. the 
Compuy wu prtmarl)y enppd lA activttiet 0\ltlkle the lntem&Hooal tel~mmunlcatkHtllndiUtry. 
Durtna the da months ended }UAe 18115, thf' Company prtcnanly acted u an a&ent (or, and prcmded 
varioUI consuldns rervlces to, eompulet In th. ttlecommUAicatloDtladUitry. Althouch the Company 
lncuned upetlMI IJI the lnt hall ollM Nlated to the .un-up or Ill aervice ~ a lona d.lstanc:e 
ptOV!dtr, the Compuy did not lnJtall Ill Snt lntematfoaal pteway awitc:b In Lot Anaela until 
June leall. 'I11e Company ~ Initial re-venue u an lntenwloaal looa cllstance pnMder In 
AU~Uft 191115. In }lllle 1M, the Company bepn operltion o( Ita recolld awitchiAa fadllty IJI New Yorit. 

From the third Q11UUr ol11185 throulb the lnt quartw o( 1W7. the Company focUMC! p.,..'lllrlly 
00 bulldJnalnt~m~adoaal traAc ~~'~~'-· The Company' a eu~tomer bue vew from 32 Cllltomers at the 
end 01 18115 to IS c:utoaMn at the elK! ol Mareh 1W7. Minute~ o( uae lncreued &om 34.3 million lo the 
fourth quartft' of lUllS to 171.5lllllllon lathe lnt quuter of 1W7. Revenue pew from 114.0 million 111 
the fourth quarter o£191115 to 171.0 mJJlJon In the Snt quarter o( 1W7. See " IUslc Factors- ()peratfol 
Resulu Subject to Siptlcuat P1uctuatiODJ.." 

&wftw. CU~TeJ~tly, all of the Coalp~ny'a re-venue Ia senerated by the tale of lnternatiooallont. 
dlltanee rervlcte~ on 1 wboleaale bub to otlter, primarily ·doll'lelt:le, looa cl1rta.oce providers. In the 
fourth quarter of 1996, tho Compen,. bepn to pnwkSe lnteroationalloq cliJta.ooo services to forelp · 
based telec:ommunleatlona cocnpula. The Company records ~enues from the tale of lona c11atanca 
servlcel at the time of eUitOmet usap. 'J'be Compuy'1 ecnemenll with Ill wholesale C\lltomera are 
1hort term la duration aDd the rates c:lwpd to eUitotnml are subject to ehanae from time to time, 
generally with 8ve clays Dot:foo to the eUit-. However, the Compeny It bealnolna to o~er loftier 
tenn. bed prlrc ... &DIOmeDII for certain countries. The Company'• Sve larptt C:Uitomen.. mducllna 
CCJ and HI·Rim. &eeo~~J~ted for approximately ~ o( pou revenues In lelle. The Company's Jaraeat 
eu~tomer. CCI. ICC:OIIIIted for ~ppn~dmately 2U5 oC re-venue In 1996 and 1ft In the Sm quarter of 
1997. Tho ComptD)' . DO loaaer provtdee JerYice to CCI or HI-Rim. Tho Company' a ave larpst 
customers ln the 8m quarter oflW7 ICCOQOtecf for "" of revenue (o IUth period. Any lou of, or 
decreue lo Ulllo by, the c:oaq,.oy•a ~r customers could have 1 material edvorre efoct 011 :.he 
Company's b""'-' opel'ltlaa resulta and banc:tal conclltloo. See ''Rlalc Factora-o.p.odonoo oe 
Other Looc DllltaAce Providen: Oart- ConceniJ'Itlon and lncntued Bed Debt EapcK~" and 
"~l"'llDJ Resulll Sobjec:t to SlpllcaDt P1ucl1&atioDt." 

Croa II.,.... The Compuy hu pwlllOd 1 ltn!fiY of attnctfq C'Uitomen and bulldhla ca11lna 
volume and r.venut by ol'ertoa hii'Onble rates compt.red to other lona clinanoo providers. '11111 
lintel)' ldveraely l.alpected the ~y'1 sr- lllltJlA, and will conl'lnu. to fmpect pou f~W~ln to 
the extent that the Coai*IY coetiii!Mt to -" to bWJciii'Dl- oe Nleeted rDIIL"' Havina tiptlcutly 
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ln~raMCI lu call volo~~~«. the Company Is - fOCUIIA& OD loweriqlb cott of aeMc-a and lmpnMnl 

lu IJ'O" m&flln by (I) leveRifnl the Compuy'a tnflc volume~ and lnfonn&tlon ayatenu to ncsotlate 

lower variab!. UMp bued cottl wtth do!Mitte and fort4p providen of tl'Mimlulon c:apedty. 

(U) coatJAul.q to IDvest IJI the Compuy'a owaed MtWorlc fldiJU. and to entet IJito otha" bed cott 

arranJe-b. such u lon1·t~ lea-. who traiJc: volwnet jQJtJfy 1\iCh ln\'Utlllent aad 

(Ill) contJAul.q to utilize the Compeny'atophbtlc:ated lnformatJoe ayatems to route calla~ the~ 

cost~·fectlw rout ... 

Coat o( ......_ IAcluda thoM cotts UIOdated with the trullmiuloa and t~inat:loo of 

International lona dUtance aervte. and hu hbtorically C'OIUtlted ta.raely of peymenu to ot.ha" lone 

dinanc:e provlden uad. to a &e- ate11t. liDe coata. Curftlltly . ..-t tnr.~nmlulon capacity UMd by the 

Compaay Ia obtained on a vaNble. per minute beaU. As a rault, moat of the Company'a c:urreat cost of 

aemca Ia variab!.. '111e Compeny'a cootracu wtth Itt vendors pnMde that run -Y lliuctuate. with 

rate chance notice periocla varytq f'roal lw d.aya to one year, with CtlttaiD of the Com~y·, lon1er 

term a.rt'llll.-ts teqllirtQI U.. Colllpuy to mwt at.lntmWD u.aap COIIUilltmnb to order to 1votd 

penalties. Svch vartahliJty aad the thort-tmn nature of IliaD)' of the contrKtltubJect the Compeny to 

the poutbllfty o( UDIIItlefpeted COlt lnc:reaHS and the lou of C!Oit..r.ctive routln1 alternatives. 

lneluded In the~~ 001t of NtV1eet.,.. ac:c:naa1a for me and mlaute dhput" and unr.cot~e~led 

blllJnc diJ'ttncll MtWMD UM Coatpeny and lb vadon. lach quatWr mat.l!plllofiU revMWI the COlt 

of aervtca accnaal and edjlllb the bal.IDc-e for raolved it--. See '1\ltk Fact~Oepeac:lence on 

AvallabiiJty ofTl'aAJIIIilalon Capedty." 

lbe Coapaay lau IAJti&lly obta!Ded IJ'ID•!Moa c:apadty OD a vvtable, per m.lnute buU from 

other loti& dUtance ptOVtden. and Ia now In the proeea o( acqaUtJII c:apedty OD 1 hed-cott buU. 

elther tJuvuP leulA& or U.. purchue of Ill OW1I faditda. when tn.lllc volume makea· tvch 1 

collllllltmnt COlt ..&diva. As tbe Company ~ the poltioD of trdlc truumltted over OWIIed or 

leued lnteralltioul CadUttee.. cost o( MI'Vka wiD have an lncrnUt ptopordocl of bed COlla. 

rdectfnc leue. owaen.hlp and mailltenance cotta of the Cornpuy'• owned n.etworlt f.ellltlea. 

The Compuy c:une11tly bu operadDJ ..,._u with loa, cllataac:e ~n Ia Norway, 

Deamaric. AUIU'Illa and Co&o.bla. and lila the proc:ea of~~~~ additional opentJAa IIJM.cntt 

for other cou:ntrlea. OperatfacqreenMfttt provld.a for the termin.atlon of tn.llc: ln. and mum trdlc to. 

the International lona dUtaoc:e poriden' respecdve c:ou.ntriea at a acsotlated "accouattac rue." 

Under a tnd.ltiocal operatlftl Ill"~ tiM lottTUtiooalloaa clbta.ace provl~ that oripllat• more 

tnllc: corapeDIIItel the lon1 cfktuot ~In tbe other c:ou.ntry by peytoa 111 addltfonal "aettlerMnt 

per-L" Tbe Company Cllmnltly npecta that lilY retum IJ'IIIo that It wiD reeefvo onder RiCh 

..,.__u will be Immaterial thJ"'UUh the 8nt half of lW/. 

Tbe Company lntencb to beFa provtdln1 International lon1 clbta.ace aervlca to commemal 

Ctlltn.., ..... 1., ~ European c:ou.ntrt• to tho tecond half of lllln. Ill thelonaa" t~. tbe Company 

abo pluu to apud lllto eoauaerdal -"eu In the U.S. and la other deTeplatiac coantrla Tbe 

Coupaay beiMva that tn.lllc frora COtii&DeT'dal cv.stomen hu the pocaatial to 1eaerate blPer vou 
matJ1n• than whoi...M tnJBc. The Compeny alao erpecU however, that 111 .. pension Into thlt awbt 

will abo ,_ the rUk of bad debt nporure and le.d to htchcr operatlDJ c:ottt. See "Rlalc 

Facton-NIDIP-Dt o(ChU~~~aa Bwineu" and "-Depe'*- on Othul..oJII D1ttuce Provlden: 

Cwtomer Coacatndoo and 1Aa 1 nd led Debt~." 

Prieet In the International loac dlstuc:e marbt have declined ln recent yean and. u competition 

contlnuea to loc:r1ue. the Company be~Jevet that pric:a .,..likely to coada\18 to cledioe. Acldlttonally, 

tbe Company believe. that tiM lnneufnl trmd o( derep1adoo o( lotematiooal loac dinanc:e 

tel~mmunllladonl wiD retult In peater competldon, which c:ou.ld advenely .-.c:t the Company'• 

revtnue per minute and pou IIWifA. '111e Cocapaay bellewl. however. that tbe elect o( avch 

decreuealn pric:ea may be oWMt In part b y lr.c11 ted nllll .. ¥oluma'and d.creueclcoctt. 

o,.nr,.., £/qN• .., S.lllq. 1oneral aad edrnlnlrtrat1ve coett COftlilt prtmarily of penonnel COIU. 

t1'ldeshow and tnwl ...,.. c:omml..tocu and oontuldnJ fea and profesdooal f-. • -u u an 
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~ for bad debt IIPIDM. The~~ upenteS have blln lncrtUIDJ over the put year, whl~h 11 
conJIJtenl with IM Compeny'a recent powth, IC'Cie!.Rted IIJ)IIIIIon IJito Europe, and IJiverunent In 
l)'ftenu ud &dlfti-. The Comp&ny lllq)OCtl tbb trelld to contiJI~ae and believes that .ddltJoiUl sellinJ. 
aeneral and admlnlftndve expen- wf1l be ni'Cellal')' to I\II)POrt the npuulon of aalct and mark8tlna 
eBOrtl. the ~ IJito eommemal lll&rba and opcradotu. SelliJI&, aenual and adm1nlstroattve 
~ In the fourth quarteT of b:aliiiN lDdllde 111.6 mllllon IJI bed debt erpense In connection 
with KCOilntl ~vable. depodtt ud other ....a ftlated to two -jor C'llltomen who ~ no lonaer 
ll'f!«lvin& services f'Tom the Company. See NRI.U Facton- ()pcnttna Reaultl Subject to SlaniScut 
FI~JCtUatlona." 

~ ~- Ahhouab the Compu.y'a functional eu:rrency II the U.S. dollar, the Company 
cwecu to derive an ill~ perc:'lfltlp of ttl net revenue f'Tom International operatlont ud 
chaoaet ID aehup nte1 _,have 1 atpiAC&Dt efeet 011 tM Company' a reaultl of opentiona. For 
example, the aceouatlfla rate UDder operatfiiJIIIJ"tMIItlll ofteD dei11ed In monetary unltl other than 
U.S. dollan. such u NlpeCial dnwiDa rilhtt" cw --si>Ra." To the ma~t that the dollar dec.lilles reL.· '· ·e 
to unJtl such u SORa, the dollar equlval•nt ICCOWitlftl rate would lncreue. In addition. u the 
Company •IPuda IJI.to the COIIUSiemal marb't IJI fonda~~ CCNDtria. ttl 4IZJ)OIIn to foretaP C\lmlocy 
rate luctuadoDI Ia apected to IAcniiN. 1\.e. Compuy -y ch-. to Umlt auch IJPOIW'8 by the 
pw-chue of forward fontp exc:hao&e coolnetl or liml.lar heclsina stntqla. TheTe cao be no 
uaurance that any currency b~ Jttltej)' would be succealfv.l ill avo6clina exchante·related loaa. 
See "RUk Facton-Riab of lntet'llltional Telec:ommlltllcatioDI Buameaa." 

F«::Dn ~ lWtn ~ 8Mulu. The Company' a qwuierly operat1111 raulu are dl&lcult 
to forecast wftli any dqtee of IICC1IliC)' beeiuii lliumbtt of UOH llibJ6d that~ l'fllllli to lfliiiSeut 
Suctuatiooa. A$ a rault. the ComJIID)I beu- that ~ocl compariaoDJ of ttl operatlJia 
resul~ are not oeceauily meul!laful and abould not be ntlJed upon u IDdlcatioDJ of fvtwe 
per(orTD&Dce. 

The Compuy'a nvftlllft, eosu and elqletl- have loctlalted Apticantly IJI the put ud ue 
likely to cootlnae to luctute qp!llcandy ID tho futur-. u a result of numerow facton. The 
Company'a nrvenuea lo uy afven period can vary due to facton aucb u call volu.me lvctuatlom. 
pll1ic:ululy ln repo01 wtth ntlattvely blab pe,..miDute tiles; the .ddltion or lou of major c wtomers. 
whether throqh competition, merac. coDJOUdatlon or oth41fwfw. the lou of econoroJcally benef!dal 
routing opdona for the termination of the Compuy't tn.l1c; ioaDcial dlfBcultlea of major C'\Utomen; 
priciq pmfi!R ~ ftvm ll,;rruod co~ lAd ~~Well ~tlet with or f$11!olrft ~f 
portlooa of the Compa~~y't network that Impact the Compa~~y'a ability to provide aarvtce to or btU ltl 
cwtnmen . Tho Coaapuy'• coat of ee~ and opandD& ~ ID any lfven period can vary due to 
(acton such u lw:tuatioDJin rates char&ed by .carrlen to termiDite the Compuy'a tra&lc; lncnuesln 
bad debt erpenM and awervea; the tfm.toa of c:t,pltal expc~~dltares, and other coat:a uaoclated · wtth 
aequltull or obtllnl111 other rilhb to rwttchlq and other tranamllllo11 &dlJtles; chan1ea In the 
Company's s&!ea!Jicentlv• plua; and coau uaod1ted wtth chan1e11D atalllng Ieveii of aales, mariurtiJIJ. 
teehnlcal aupport ud admlnbt:ratlve peraonnolln .ddltton. th" Compa~~y'• operadna ntSUita can vary 
due to facton such u chaoaes IJI rout:iJ11 d11e to VlrlatlonJ In the quality of vendor ltlllamllllon 
capability: lou of favorabl• routlna opdooa: the amount of. and the .cco.mtin1 policy for. nttWll tra!lc 
u·nder operadiiJ ..--u. actlooa by dommlc or fontp replatory entities; tho level, tl:mlq ud 
pace of the Compuy'a IIJ)IIIIIoo In lotematlonal ud comm.maJ marlceu: and &eneral domestic and 
International economlo and poUttcal condJtiOIIJ. Since tho Company docs not 1enenlly haYO lon1 term 
unnJ4tmenU for the parehate cw ...U. oflona cliat.ance aervlces, and alnce fllealuc:tvate JlpiScantly 
over short perioda of tJme. the Compa~~y'a poaaiiWifna 1n1 lllbject to aipllf!cant 8uctuado01 ovc 
short perioda of time. The Coftlpany'a po11 margl01 alao -y be nopdYOiy Impacted In tile loqeT 
term by competitiYO priclq .,_urea. 

Altbouab the Compuy'a n~Y~J~uea have lnon!lled In ncb of the lut ntne quatten, suc'b pvwtb 
should not be coiUfdered lDdkadvo ol t'utwe nt"VaU powth cw opctltiDa ....uJu. Jf rennue levela fall 
below ~ net illcome IJ lllcely to be dlaproportlotlltely adv-ly al'ectod beoallll 1 
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proportionately nnaller amount of the Company' a operstin& upenses varies with tu revenue.. This 

elfect b likely to Increase u a .,eater pe~ntqe or the Comp&~~y'a eost or terV!ca an wodated with 

o.omed lolld leued fadUdea. There ean be no auun.nee that the Company will be able to achieve or 

m&lnlaln pro8tabl1lty on a (j\Wterly or annual buls In the future. See "1\lslc FactoD-Illiks Auocwed 

with Uarited ()perUins HIJtory In tbe lntematloul Telecommunications Maritet" and "-Operatlna 

Results Sobject to Slpl&cant F1uctuatlons." 

Results ot Opendou 

In 111114 the Company wu primarily enpaed In ectMt:les ouUJde the lntematlonaltelec-omml.llllca· 

lions IAclwtry. Dwiq tbe dl montlu ended Ju:ne IlleS. the Company primarily acted u an uent for. 

&nd provfded consuhln& aervfces to. companln In the telec-ommunlcatlon.s tnd1111ry. The Company 

discontinued thb bwlncu In September IlleS &nd. u a ra~.~lt. the Company bellevet that 1 compariaon 

of banda! CODdltloo aod raWll of operatiocu between the yean tnded 111114 an.! llleS II I'Ot 

meao1Dp1.1l 

QIW'ttn EMed tolardt 31, 118T -tJM 

~-- Reven1.1n Increased 118.11" to 171.0 million In the Bm quarter of 11197 from t:l5.7 million 

In the Bnt qiWter of 1M. wtth minutes of u.e IIICftUIJIIlOl.OS to 17l.5 miUlon In the 8m (j\Wter of 

19e7. u compared to 85..4 lllilllon mlnutn of use In the comparable ql.larter of the year prior. Tbe 

Increase In revenue raulted &om an lnu- ln new ewtomen u well u lncreued ~.~~a~e by eslltln& 

ewtomera. 

Crot6 AI.,.U.. Crou pro8tlncreued to 17.3 mJIUoo In the lint (j\Wter of ISleT from 13.4 million In 

the Snt quarter of 1eDS. Croa m&rJin lmproYed to lO.ft from II.K. rdectina the nqotiatioa of lower 

rates on routes with atpJiant trtJBc. 

SeUI,.,. c.rwr.lMCIAclfrwdltrotioe. Sellin&. aeneral and admllliltratJve e~oseslncreued JSO.K 

to f4.5 mJUlon dwin& the lint ql.larter of 11181 &om 11.8 millJon In the comparable qiWter one year 

earlier. and lncremd u a pereeafale ot nrve11ue to &.d &om 5.15 In the prior period. Selllna. aeneral 

and admln.IJtratlve e.- lncreued between period~ II tbe Company conUnued to lnc:reuc IU 

employee bue lolld lncwnd payrolL -ployee befteBta. commlulon aod related upense.. Marketln& 

actlvltfet lncludlt~l tftdeahowl and travel alto lncreued In support of the srowtna revenue and 

cwtomor b.aae. Sellin&. &llneral aod ~ve expeDMt a1ao lncreued u a percenuae of revenues 

u a result of an Increase In bad debt apenae u a pe~uae of revenues. 

~on. Deprec'•tlon lnereued to emooo In the Snt quarter of 11197 from 8108.000 for the 

Snt quarter ol 111111. Depredation IDCreUed u a retult' of the CompeAy'a continued np~ndoa oT Itt 

transmtulon network. leuehold lmprovernenll uaoclated with the Los Anaelet aod New Yort 

lwltchlna faclllti .. and switch dte bulldout. 

Otlwr ln«n~W (!.rpmMI). Other erpenH, net. lncreued to 1300.000 In the &rat quarter of 1W7 

fro..t l ii,UOO In tbe lnt quarter ot leDS. 'niiJ lncreue II primarily due to 1388.000 In Interest ~ 

Incurred Wider variow bank and atockhold.er linea of -:redJt. Thll Increase wu ol&et b y t21 .000 In 

lnterut Income llld 1411.000 plll on the Kit of short term lnveJtmenu and cuh equlvalenll from funds 

ralaed in private placemenu of equity aecuritln durfna 111118. 

l'rvoUfon/w ,_ 7'-. '111e Company's provillon for Income tues clecreued to t288,000 In 

the Bnt QIWter of 19e7 from 1544.000 111 the lint quarter of 111111 re8ectin1 the write-a&' of a cwtomer 

ac:counu recefvable. '111e CompeAy fu.lly reterved the net deferred tu u1ot of aa.a million .: March 31. 

19117. u the Company hu not yet luld a full year of pro& table operations 

Yean Ended o.e.mber 31, 111M Nld 1185 

&wft-, Revenu• lncreued to e208.1 million In leDS from tl8.1 mJillon l11 111115, with minutes 

of 1.1ae lnCf'UiiJII to 47t.T million In 111111. u compared to 38.1 mllllon minutes of 1.1ae In the prior year. 

The lncreuc In revenue resulted from the Company's commencement of operadons u an lntema

tlonal lona diJtance carrier. an lncreaae In the n~.~mber of cl.lltomon u compared to the prior year aod 

a.o lnCJ'ule In mlnuta of traJBe from - aod ezUti1l& Cllltomera. 'l1le lnereue In t:rallc II alao 



.. attributable to an lnCTUM In tbe nwab.T of routes with favonble rata that the CompMy wu able to 
ofer to cuJtomen. 'Mie Coml)jU)y buJh IU revnue and a cwtomer bu. qukkly by ofmn& reliable. 
low cott •holeule twitched Jon& dltlance servlca utllWn& capadl)' purd!ued from other lon; 
distance provlden anJ by levue&~JII the Industry relatlocuhJp. of lu Mnlor manaaeiMliL In addJtlon, 
as a reseUer the CompMy did DOl have to acqu.lre ri&hU to undcnn cable or enter IDto operatln& or 
other termination qree.menta. Ally Jo...s of. or decreue Ill uaaae by, the Coml)jU)y'a ~or cwtomen 
could have a malerial adverse e&ct on the Coml)jU)y'a bu.dn ... ope...Un& reaulu and Snanrial 
condition. 'Mie Company's two larsm customers Ill 11186 accou11ted for ~ of revenue from late 
c:hqea. See "Rlak Fac:tor.-Operatln& Reaulu Subject to Sl&niSc:ant Fluctuations" and u -Depen· 

dence on Other LoiiJ Dlatance Provlden; Customer Concentration and Increased Bad Debt 
Exposure." 

Crou Morrfl\. Croa proSt Increased to 1111.7 million Ia 11186 from 81.8 million for 11195. Crou 
matJln decreased to G.4.1n 11186 from ll.0$1A 11195, n:Sec:tiqthe c:huae from the Company'• prior 

eoruultln& buaineu to ~In& as an International Ions cliltUr- canier. Crou IIW'Jin wu podtlvely 
Impacted durin& 11186 by the 11eoptJation of lower rates on route. with tlp!Bc:&Jit trallic. and neptlvely 
Impacted by lnc:reues In trUBc on routet with lower matJlna. 

~lllnc. c..-.1 OtWl ~~ Se11Jna. pnen.l and admlnlJtratlve aperuea Increased to 
au1 miUJon In 1GIMI from U.llllillioflln 11185. and deCJ wed u a ptTCeDblle of revnue to ll.~ from 

12..ft in the prior period. Selllna. aeoenl and administrative e•ntet lnereued betwen periodJ u 
the Company IIICf'e&Hd Itt employee bue and lnc:wTed s-yroll t111ployee beneSta. c:ollllllisslon and 
related upeDJeS. The Company also ettabUsbed a ,_ for doubtful accounu to reJect Its 
signi8c:&Jitly higher revenue levelt and Invested lo aalet and m&rWetliiJ actlvltletlnc:ludln& tradeshowt 
and tnvel ln partlc:ular. In the fourth quarter of 111116, Hl·Rlm. one of the Company'• major customer.. 
informed tbe Company that It wu aperlendqSuandal dlllleultJet and would be unable tor-Y lo full 
on a timely batU, appromn.tely 84.0 million In 011Ut&ndlna accounu receivable. 'Mie Company 
accepted a secured note In the amount of 13.4 million ID lieu of a portion of r-at due payments and wu 

able to o&'MI a portion of tho uno~tnta duo by acmdJna trdlc to HJ.RJm. Tho Company bell..,.,. t.bat It 
Is unlikely to receive any additional s-ymeDt from Hl·Rlm under the note or otherwtae. M a rault. the 
full amount of the appro.dmaloly 85.3 million owed to the Company by HI·Rim u of December 31, 
1996 which wu not tubtequently collected or for whlc:h no olftettJD& value wu received. was written 
o&' In tbc fourth quarter of 1GIMI. 1o the Am quarter of 111117. CCI. the Company' a laraett customer In 

19D6. also Informed the Company that It was unable to s-Y h1 full oo a timely '*"· lu aceovntt 
receivable balance. To & c:owtt for the potentiallllablllty to collect oo the aecounu reeefvable Me! 
outJtandlll& depoUa which the Company Md made to OCl. the Company locruaed IU reserve ll&iDJt 
accounu receivable and N:MrVe aphut dcposiu by 13..5 mlllloo and 81.0 miiUon, rapectlvely. In 
addition. the Company wrote-of 8820.000 of lntan&fble asseta relatiJIIto thlt c:Utlomer. These reterYet 

and write-o&' reJect the full amount of future bene&tt to have been received by tho Company from 
ibSCU related to CCJ recorded oo the Company't Balance Sheet at December 31. 11186. M a result. 
selllns, aenenl and admlnlttnttve erpentet Increased by 811.6 mllllcn. See "Rlak Fac· 
tor.-Cependenc:e on Other Lolli Distance Providen: C~tJtomer Concentration and 1nc:reued Bad 
Debt Upoa\11'8.'' 

~lltm. Depreciation lncreued to 81.1 million for l ii!MI from 8128.000 for 19a5, but 
decreased as a percentqe of revenue• to o.s• from O.ft In the prior period. Depreciation Increased In 
ab10lute dollara as a result of the Company'a ac:quhltlon of opentln& equipment and leasehold 
improvemenu auodated with Itt Lot AnJeles and N- York twltc:hlns (adlltJet and twltc:b Jlte 
bulldouts. 'Mie Company eapecU depndatloo C1J1ft118 to lnCTUM u the Compe.ny a:paoda Its 
ownenhlp of twltchlq and tnotmladon facllltJet throqb purchue or we ol capital lases. 

Ollw 1- (Ezr--J Other apeme. net. Increased to MO&.OOO 111 11186 from 8144..000 In 111115. 
This lnc:reasc Ia primarily due to a 8100,000 lesaJ Jettlement In the aec:ond quarter of 111116 u well u 
1589.000 In Interest erpentelncurred under various bank and ttoc:kholder llnet of credit. ThJa lnc:ntue 



wu oi!Ht by 113.000 Ia lAteral tDcome qo abort tma lD¥etUDer~IJ ud cub equlvalenu from fund. 

raised ill private pbiceA~eniJ of equity JeC'IIIitla dwiqtbe 8n:t three quarten of 1M. 

l'loo'*"" for '-- TIIUt Tbe Compuy had oo provblon for federal lncom~ tun In 199S. 

Iince the Compuy lnc:uned a lou for the year. ln addition. the CoMpany wu an S corpontlon du.rin& 

1905 ud th111 wu only su.bject to lB tu on tuable Income for nate purpoHt with a minimum of 

1800 per year. 'nle pro fonna pt'O\'Uioo for Income tua. &IS\lliWI1the Compuy wu a C corpon.llon 

for all periods pranted, doa Dot diier hom the IC'Niltu provWoo du.rin1 1*- DwiqlM tbe 

provision for Income tun Increased to 1$34..000 u a result of tillllJia dlll't"rmces between the provulon 

for Income tuet a.nd Income· taxa at Jtatutory rsta primarily relatln& to recopltlon of rest"rves for 

had debt apeaue. 'nle Compuy fully reserved the net defemed tu auet of 12.9 million a.nd IZ.OOO 

actual (130.000 pro forma) at Dftember 31, 1eee and lellS. respectively, u the Company hu not yet 

had • full year of pn~ltable operatlou. 



Ql&lfteriY a.ula of o,..n&u 

1\~ Co111peay lnltt.ltd IIJ lnte,matlonal teltcommunleatlons b&Uinets In tht third quanu of 189:5 The 
followiiiJ tablft Itt forth ~ruin unaudited statement of operalloru cl&ta for ach or the tnen q\ltl1ffl tn tht 
period ended March 31. 109:'. u well u tbe petftntace of tM Company's revenun repre-ted by each Item. The 
unaudited &IWiclal atatementJ have been prepuoed oo the MnM bMU u the audited BIWI~tal statements 
~talned herein and Include all ldj&UtmeniJ (CONUtlna 011ly of nonnal rec:urnna ldj ustmenu) that tht 
Comp&ny conslden necetlll)' for I falr pt'Mttttallon of aucb Information when reid In conjunc:tlon with the 
Compeay'a Coneolldattd Plnanolalltatemtntl and Notes thereto appearlna elsewhere In tbla Prospec:tiU. 

CotuoiiUt.M 5I I I el O,.rillldeei 0.. 

11.--······ ···· ··· ·······" ''"''"''"''' Cotto/.,..... ............................ .. 
Crou pro&t .............................. .. 

()pt'rallnJ «.-: 
s.ru..,. ..-.1 Md llle!alttnli•• ·~ ••.. 

~-~················ 
Total epa .... •Ill•-• ................ . 

lneo- (lou) fro. opendoel ................. . 
Other lneo- c-.->• 

lnter«<l Ia- .............. .. .. , ...... , .. . 
lnterHI • ..,.... ... . ...... . . . .............. . 
Other nptiiM ...... ... . .................. .. 

1-(loa) Wwt JI"Mijon for ••-
taan .... ...... .................. .. .... . 

l'ro¥Woa (beeit) lor··- ... " . . . . . . . . . . . 
Ntt lneoiM (lou) ....................... .. 

1\eveaiMS . ............ . ...................... . 
Cottoftt~ .............................. . 

Crou profit .. .. • .. .. .. • .. • .. . • • ....... .. 
()pt'nuiaa npe.-: 

s.w..,., • ....u- ........................... . 
DtpnciMlon aed -ua.tloa . . . . . . . . . . .... . 

Total~ npn- .. .. ....... .. . .. . 
lnco- (loa) &o. operllloat ..... , ..... . .... .. 
Other 1-. (Up«nM): 

lntere.t Income . . . ... ... ............. . ..... . 
Interest npeate .. .................... · . • · .. . 
Other tiiP«MC ............................ .. 

lneoiM (I-) befo,. pn~vWon (or IMO-
tues .................................. . 

l"ro•1slon for In- lUes .. • • .............. , . 

Ntt '- ( lo.) ... ... .. , .............. .. 

CoaJOiiclat.4 ~ 0.. 

(W) 

IOO.OS 
17-S 

11.5 

33.0 
~ 

34.3 
(IU) 

113.183 
..!!:!!! 

I .Gel 

1.0&1 
--.!.!!!! 

lJM 
(101 ) 

(80) 
___j!2) 

(141) 
___..! 
I (UI) 

7.6 
-21 

1.3 
(C>.l) 

(0.4) 
_!.!!,!) 

1.103 
101 

1.111 
1,410 

U73 
1116 

1.711 .... 
11.041 
~ 
lUll 
(U1'7 ) 

18 4J 13 
(11) (101) (173) (U:Il) 

- ....J.!!!!!l ~ 
... IJI8 
~~ 
• "' • '103 --

&03 
117 

• 118 -
A.aaPw ••• ., ....... 

(tJ.,) 
~) 

!,W!!l 

IOO.OS lOO.os 100'" 100 OS 
110.5 ~ 91.4 ~ 
u ... 7.1 11.0 

6.0 
---!!:.! 

6.4 
3.1 

e.o 
__!;.! 

6.1 
1.0 

0.1 0 I 
(0.1) ( G.3) (0.3) 

~~~ 

!3..5 •• 

--2.! 
14.1 

(13.1) 

(0.3) 

W.. ll, 
IWf 

• 71.008 
83.138 
7.210 

U30 
1U 

5.1$1 
t.OI& 

tl 
(388) .. 

1.118 
118 

• 1.431 

1000. ... 
10.1 ... 

1.0 
7.4 
u 

(U) 
0.1 

u 
04 
~ 

Bllkd minutes or- . .. .. .. .. .. .. . ... .... .. .. 3.113 30S3 IS.315 104.0118 137.183 15t.US 17t.US 
R~enue .- blll..t n>l llute or UM( I) • . . • • • • . • • . • to.:lllll8 10.4113 10.41. 10.4071 IO.UIO 10.4413 eo.-. 

(I I Represenu posa eaU.,.... revnue per lldlecl...,..._ A-b uc:hoM ocw tw¥HIM ,.lelecl tt_. tudl u IIOUC'e 
chupa. 

17 



r 
R~unw• Revenue. lncreuecl each qU&I1er t inCt" the Company lint ~lucl ~~nut' u • 

lona distance carrier In the quarter ended Scplember 30. lGGS. TheK' lncrnK't reSected tht' mcre.u<' 

In minutes of ~e over the respective qU&I1efl u the Company lnc:reuecl It• customer b.ue and ,._, 

UJa&C lncreaaed &IIIOnJ uistlrJ CUJIOtnefl. The Company's ITVt'nUt' JTOwth In tht quarter endlnjt 

June 30. llllllllwaa slower reladve to the quarter ended Mucll31. 18\)e bf.cau.K" of limited port apeclty 

at both the Lot Aqelu and the New Yon switc:ch dtes. The Company lncreued Its port eapac:it~ b' 

Instal Una n- switches at both the Los Anaeles and the New Yon awtteh sltealn June and July of IIHI6 

At a result, the quarter endlna S.p1ember 30. 111M rellectt revenue arowth ;lllribuoable to tht' 

adcbtionaJ port eapK!ty of the new switches In Los Anpltt and N~ Yon Tht Company's revtnut 

powth dowed Ia the fourth quarter of 11198 nlatlve to the prior quarter pnmarily dllt' to the Compan) 

IIJIIIScJ.ntly redudn& the tralllc It ned~ from a m~or customer eJpent'nclnJE &nanclal dllllcultlrt . a 

relatively •mal!.r drcnue In trdlc from anothrr "'-lor c:wtomer dut to prid njt chanr.e• and 

transmlalon quality PfC)blem~ on MVeral blah voiUllle routea. primarily u 1 result of call tet·up del&)' 

and an ability to trunnlt t'.nlmlles. that cswed CUJtomer~ to choose alternative routes. The 

Company'• rtVenue powth In the &m quarter of 15187 rriecu lncreued UJaJEe br the Compan) ·, 

exiJtfna cwtomer base. 

Crou AI.,.P1t. Cfoullllllltlluet'lated llpllcantly from the quarter ended Septem~ 30. I~ 

throuah the quarter eoclecl Oece111~. 31. 1M. Crou m&IJin ««cued to 7.ft In the quarter ended 

December 31. 1~ from 1Ut. In the quarter ended September 30. 1995. re8ectln&the Compan>' • 

continued truultlon from e hlaher IIW'Jfn consultfnJ busint'll u weU u the Company's JtnttJY of 

attf'ICtfDI aut--. ud bufldtaa tnllc volume by oferfna favorable nttt c:ompu~ to other lona 

distance povtden. Croa mA1J1a for the qu&rten ended March 31, lllllllland June 30. 1M Improved to 

IU~ and IUS. respec:tfvely u the Company pined trallc volume and customer~ for selected hlahtr 

11\111111 routes. As trallc volumes ln~ued. the Company ne&ollated lower ntes on thae routes. 

lnctHMd volllllle alto dbtributed the heel co.u or the Lot Anaclts and New Yon switch sites over a 

~er DUlllber or minutes. CI'OII ftllllln for the quarter ended September 30. · - deellned because of 

prfce lncnua on throe rovtn "'''hlch had slpiBcant tralle The Company elee1ed to maintain 

customer ttallc 011 thae routes at the ume pric:et while mMIJement souaht alternative routlna 

atn.nJ-U. New rates for these routes were neaotlated and el'ee11ve ln the late third quarter of 

1996. The Company's pon oalfllns Improved to ll.K In the fourth quarter of lii!NI due In part to 

lower costl on several major routu The JI'OU ma!Jin Is also all'ected by the chan1e In aecNed line 

COJU, The acc:Ned IIDe ~ at December 31, 1M lncreued to 1111..5 million from 115.8 miiUon at 

September 31, 1M. T1UJ tn~ b aet of edjUJtJDeontf for the favorable JeltHIMDt of diJputes and jhe 

favorable rec:oadl!edoa of •udor billa. However. the Improvement In the Company's I'OSI ftW'IIn wu 

olr1et by lower tra&lc 111lnutes on hlaher fYWiln routes due to quality problem•. primarily unacc:ep«ably 

low call completion rates. with the most cost·e8'ee1ive rout1n1 opllon and by hl&her volume traffic: to 

several lower IIW'Jfa -tries. The Company' a pou m&IJln decreased to 10.K In the &m quarter of 

I ~7 u a result of IAcreaMcl COlli on .. ~ected routes and hlah UJale by a eu.tomer on a short·tc:Tm. low 

priced roulln& ananJement. 

xl/lfll. c.-i fiNI Ad~nlnfltreflr¥ &pm.u Sellin&. aenera.J and admlniJtnlfve UpeflleJ have 

ancreuedln eaeh quarter throuah De«mber 31, 11111111. If nee the Company commenced operatlotl u an 

international lon1 distJ.nce pro~der In July 1~. These lncnr..., In upenlti are the result of 

Increased payroll and related e~ruet u th e Company hu built Its ules. markellnJ and admlnlJirallve 

11aiU. apeAJfon of the Company's tradethow and tnvel actl~t les. lncre.ues In c:ommlulons and 

consultlna fees related to hfaher revenue levels and the embi!Jlunen• -ol raetVeJ for dovbtful 

aceounu . Sclllna. ~neral and administrative e•peneet have Buetualed u a perc:enttiJe or ~venues. 

Selllng. Jenenl and admlnbtrat.lve ••nleJ were hJaber In the quarter ended December 31. l lle.'5 than 

in the prfor period. due to the utablla.hment of a ~e for doubtful acc:ounll, n.eae upenns for tht~ 

quarter ended Dec:ember 31. lllllllllacreued to~ of r8'Venues laraelr u a result of the Company's 

lnereue of Ill re...,.,. .pln.t ~unu receivable and reserve aplnst depodt by J3.5 mlllloa and 

U .O million, reJpeetlvely, the uncert.sacy of payment from cct who curnntly II uperientlna 

Bnanelal dl!lcultles, the wrfte-oS' of 1810.000 or lnlanJible UMII also relallnl to CCI and the 



~.3 million write-or of the HI-lUm IIC'COUnU rffe1vabl~ n.rw rne!"Vfl and wntr-otr rr8rct the full 
runollnt of fulllre bene&ts tn be ~lved by the Company from UKU rrlatrd 10 CCI rrcord.rd on the 
Company's Balance Sheet at Dec.rrnber 11. 18116. See '' Risk Factol'l- Op.nllna Results Sllbjrct to 
Sl&niSc:aat FlllC'llladons'" and " - Ot!pendence on Other Lon1 Obtance Pro• I den. Customer Concen
tntlon and lncrnsed a.d Debt E:aposure.'' 

~11tlort. ~~atlon lncreutd In tht quaner ended De<-ember 31. I~ u 1 resuh of the 
Company's acquisition of operating equipment and leuehold lmprovemenu for Its Los Ant~eles 
swltchln& facility. ~reclatlon also Increased In the qllatten ended September 30. 1996 and 
December 3 1. 1996 as a rHult of tht .ddttlon of 1 third switch In Los Angeles and the lncreue In 
opcratln& equlptMnl and ltUehold Improvements related to the New York swUchlnc facility. 

Liquidity ud Capital llftour'flt 

To date. the Company has funded Its buslneu primarily throllJh funds advanetd from an olflcer of 
the Company. banlc debt. the private sale of fQillty aod. aDCt the &nt qllal'ler of 18116. c:uh aenented 
from operatlotU. n.e Company wed net c:uh from ~rallna.etlvftles of approximately Si.3 miiUon In 
1996. primarily eomprited of a net lou plus an lntnue in IIC'COunU receivable. deposits and prepaid 
otxpensa and oth<tr uaeu and a decreue In IICCOunts payable. ol&ct In patt by an lnc:reue In accrued 
~lne c:oru and the prov!Jfon for doubtful accounts. n.e Company's lnvestln& 1c:tlvftles used c:uh of 
~:~pprodmately llO.O million d~trina 19Ge primatily res~thlnc fnY.n capital npcndl:urra. n.e Company's 
IR nanclna activities provided ClUb of approximately 118.8 million duringltxl6 primatily from borrow· 
ings under various lines of credit. the sale of Preferred Stock and the we of Common Stock. ol&et by 
repayments llnder various lines of credit. 

In •he Sm qu.aner of JIIG7. net cub provided by operatlna actlwillet wu 82.3 million. consist1n1 
p rimarily of net Income pllll lnc,..ua In ~IIU payable and the provision for doubtful ilt'C'Ounll. 
offset In pan by an Increase In IIC'COunts receivable and a dtcreuc In accrued line costa. Nt>t c:uh llled 
on investing actlvitlu In the Snt qllal'ler of IIIG7 was ~28.000. consiJt lng primarily of capital 
expenditures. ol&ct In patt by J)llrchue of lnvntmenu. Net c:uh uJtd In Snanclna activities In the 6nt 
quarter of 1997 wu U .i miUlon. consisting primarily of repayments under vatiowllnu of c:rtdlt. ol&ct 
on part by borTOWinp llllder ruc:h lines of credit. 

In the follrth qu.aner of 19Ge. the Company wrote or 13.3 million of the accounts receivable from 
Ii i· Rim. n.e Company also Increased IU bad debt expenM! In the fourth qllarter of 19Ge by 16.3 million 
t o provide for the potential Inability to collrct on IIC'COunts recefvabl!e. deposita and other uaeu from 
CCI. In addltlon.ln the tint qllal'ler of 1118'7the Company wrote otrSI .6 million u 1 result of t he failure 
or one or Its customel'l to pay lu ouutandlna IIC'COilniJ receivable balances. See "R!tk Fac· 
ton-Opr,..tlu~ ~esults O:ubject to Slpl&cant f1uctuatlons" and "-Dependen~ on Other Long 
Dhtance Provfden: Customer Conc:t:ntratlon and Increased Bad Debt £xpotllre.'' 

As of December 31. 111115 and 18116. and March 31. 1997 the Company had cub and c:uh 
e quivalents of approximately tl84.000. Sl.7 million and ff~OOO. respectively. and 1 worldns capital 
de&c:lt of approximately Sl.-& mllUoo. li 6 mJIIlon and 18.-& million. rupectlvely. As of March 31. 1997 
the Company had (I) approa:lmalely 15.3 mlllloo outstandlnt: under a revolvin& line of c:rtdtt that bean 
I ntert-11 at 11 rate of the bank'• prime nae plus 1.0.. cerufn amounta of whlc:h are convertible at the 
time or fundlnJinto thort-term ob1ipdonJ that bnr Interest either II UBOR pillS :u,. or the bank's 
cost of funds rate pillS :JA. and which expires on July I. 19117. (II) Me7.000 outstandln& under an 
~ufpment l~ue line that bean lntereJt at 1 nate of prime pllll 1.3$ and which expl,... on Oc1ober I. 
19911. (Ill ) approximately 16.4 mJIIJon oulJtandln1 under nine eqUipment leues rrlatlnJ to the 
Compllny's switching fac:llltles. ineludlna approxlmuely 13.0 million ountandln& under • leue for the 
.acquiJ itlon of the Company's twitching equipment In New York. 1111d {Ill) approximately IIG.l.OOO 
ouutandlns under bank loans at a varlabl• lntmm rate equal to the Wall Stnet Journal Prime Rate. 
uppro&lmatcly 1-fUOO of whleh It dut In J11nt 11~97 111d tl~l.~ or which b due In July 11187. n.e 
Company Intends to lllt appro1lmately M,-4 million of the proceed. from this o6erina for the 



repayment of lnclebtedaesa aDder Mttaill of these credit fadlltia. The Company antJcop&tes maldnJ 

capital expenditures of approdmately 123.0 miiUoo over the next 12 months to eapMd the Company's 

alobe.J network. See "Use of Proceeck." 

The Company cumntly IJ In dltcUUiona to obtain a new line of credit to provide II with additional 

fundinato meet Ita capital requlremenu aod will uae apit&lluae Snandnp u appropriate Thtre can 

be no IWutance that the Company wiU be able to obcaln a new line of credit or additional capllalleue 

&nancln& on commercially r-uonable terms. It at all. The Com.puy belleva that the net procffds 

from the oferina. borrowfa& ~lty uncleT a new Une of credit and available vendor &nan('lna. will be 
suiBclent to fimd the Company'a net cub used In opentfna actlvttla, capjt&l eq>endltura and othtr 

euh neecb for the not twelve moathl. Additional fuodina throqh the lncurren"e of debt or sale of 

additional equity mar be required to meet the Compaay'a powth pluu beyond the Bnt half of I~ 

althouah there can be no IWurance that 1uch additional funds can be obtained on acceptable terms. If 

at all. U neceua.ry funds are not available. the Compaay'a bwfnaa and resulu of opet'&llons and the 

future upanslon of the bualnesa eoWd be materially lldvenely a.feeted. 5« "RIIk fl('ton - Capital 

Expenditures; Potential Need for Addldonal l'lnanclna.-
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BUSINESS 

Overview 

STAR TelecoQUIIWilc:atlooala mlntemationallona distance provider oll'erina bllbly reliable. low 
co1t switch.ed voice te.rVices em a wbo'-le bull. primarily to U.S.·bued lona distance c:arrl-n. STAR 
provldet lnteroatlonallona diJtt.Dce Mt'Vice to over 215 foreiJD countries throup a Belible network of 
resale arrangements wtth Ions distance provlden, var!OUJ fort!lp termiMtlon relatlonsblpt. Interna
tional gateway rwftcbet, aDd leased aDd owned traJUmWlon Cic:llltin. The Company hu srowo Ita 
revenues rapidly by c:apftalhiDJ on the derqulatton of International telecoQUIIunlutJooa markeu. by 
comblnlna tophlstlc:ated tnfonnatlon aystemt wfth 8elible routlna techniques aDd by leve,..ma 
management's mdllltry aperthe. STAR co-c:ed operldotU u 1.11 IDteroatloaal lona dtttance 
provider ID Aqwt 1805 t.Dd Increased Ita revenue• from t16.1 million In 1805 to U08.1 miWon In 1896. 

111e lntemadonallona dUtanoe telecommunlc:atloDJ MTVICilt lndllltry contlru of all trantmWlons 
of voice and data that oripnate In one country Uld terminate In anotbn, 'nllJ lndu.ttry It undft'aolnJ a 
period of fundamental cht.Dp which bu reaulted In rubttantlal powth In International telecommunl· 
c:adooa traSc. Ac:cordtna to tndwtry tourc:u. woridwtde poa revenuea for providers of IDtematJonaJ 
voice telephone MTVIce were appf'Oifmately tsT.O btllJontn 11185 t.Dd the YOlome of IDtemadonal t:ra&lo 
on tbe pubUc: telephoae network Ia expected to p-c;w at a c:ompow~d mnual powth me of 1K or 
more from 19115 thf'O\IIb the year 2000. · 

From the standpoint of U.S,.bued lona dtttanc:e provlden, the Industry can be divided Into two 
major aepentt: the U.S. International mArket, coDflstina of alllntemadonal c:alis billed In the U.S. aDd 
the oveneu market. co01bti:n1 of all international c:aJb blUed In cow.lrles other than the U.S. The U.S. 
lntemadoru ' awket bu aperleDced aubstulial pvwtb In recent yevs with pou revenun from 
lntcmatlonal lona distance telephone Mr'Vlca rtalnJ ffvm approstm&tely M.O billion ID leiJO to 
approlimately tl4.G bllllontn 111115, .eeordi.na to FCC data. 

The Company beUevn that a number of trends In the tntemadonal telecommunlc:atioDJ market 
will c:ontlnue to drive pvwtb In International t:ralBc:. lncludlnc: 

• contlnulna dereplation Uld privat:Uatlon of telecoQUIIunlc:adooa marietta: 

• pressure to reduce International outbound lona distance rues paid by end usen driven by 
lnc:reued competition amons li.S. lona dirtance Cvrten and amona emerstn& foretan lo"na 
cfutance c:a.rrien ln deresuJatod c:ountrtes; 

• the dramatiC! fnc:reue In the availability of telephones and the number of ac:c:eu l!nes In service 
around the world; 

• the lnc:reutns a)oballz.atlon of c:ommm.-e, trade and trftvel; 

• the proliferation of communlc:adont devlc:es auoh u faxes, cellular telephones, pqen and data 
communfutiont devlceJ: 

• lnc:realinJ dem~.~~d for data tranlmfnlon aervlc:es, fncludJn& the Internet: and 

• the lnc:reaeed utillaation of hlp quality dJptal undenea cable IWd resultina exparufon of 
bandwidth avatlabfUty. 

11u D.u.lopmmr of tlw U.S. ond e>o.rHu Mtrin. 

The 1984 derepladoo of the U.S. telec:ommunlcatloDJ lndwtty enabled the emei"Jence of new 
lona dlftance companies In the U.S. Today, there are ovnl!OO U.S. lona dtttance companies. m~ of 
which are •mall or medlum flnd c:ompe.~~lea. ln ordeT to be •uc:ceuful, thac &mall and medium me 
companlea have to oll'er thetr c:wtolllllft 1 fulll'lill&e of Mf'Vkn, lncludln& lntematlonallona dtttance. 
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However. moll of tbete earncn do QG have t.be crftk:ll :IDIII to receive volume dUcoWIU on 
lntemational traSc from the Iasser fadliU. *ed carritn RICh u A T«T. MCI and Sprint. In add Ilion. 
theMimlll and medJWII lfhlel coa~P~Diet have ollly allm11ed ability to In wain lntematlonal fadlltlet 
New lntemadonal carrltn lOCh u STAll have em«raed to tab advaatap of thu demand for leu 
e.rpeiUlve lntn'llaticmal ba.ndwidth. n-~ lntematlotW eanitn ICt u agrepton of 
lntematlcmal traSc for amaller c:arn.n. t&Jdqldvaattc- oflupr vol- to obta.ln volume ~nta 
0 .:1 lnternatloNI routa (reale udlc:), or lnvestln' In &dUtfet wbea volume on partlculat routllt 
jwtlfy JUcb lnvestme~~tt.. Over tf-. u tb-~ lntmwloAal carrien have become established. 
they have abo btpn to etany overtow ttdlc from the luser Iolii dUtaDce providen that own oveneu 
trananlulon famlltfet. 

ln aa lncre:allqly competitive IIW'iiet for llltematfonal and d0111estic telccommuolcatloiUI, the 
reJale market for teleco-uolcatfoDJ ..mea hu npuded npMI!y. Accord.inJ to FCC data. total 
billed revenue of U.S. ~u.n of lotematiooal JWitcbed ~ lllc:nlued appoumauly 5.'5$ from 
11194 to 19!15. &om t.pp~V~imately tl.l bmloo to tl.T billion. 1\e apena~ of the reMle market hu 
been facilitated by the llpllc:ut lnCJ'ftM lo lntwutio~W &ber optic cab&e capadry. creatlna new 
rouUDJ optfoas for provlden of resale MrVIceJ u fac!IWes-bued CUTten Neil to 811 that new c:apadty. 

Derep1adoe lmlf privadadoe have abo allowed- locli ...._ povtden to emerJe In fomp 
markeu. By erodma the tndftloul -oopt•ll• Mid by liDI&e udoul prcMckn. IIWIY of whkh are 
wholly or put!ally c--.-t owned PITt. derepJatloa iJ prcMc!Joc U.S.·bued pnMden t.be 
opportwllry to oeJOdate _.. favonble ..,.__ca wtth both the mdltioAal P1Ta &ad e:meqjna 
forelp provlden. Ja addltioa. derqulatloa In cet18ia fot"ldp oou:otriea iJ eoabiJoc U.S.·bued 
provtdm to establlab locaiiWftehiDI and trlllmluioo fadlttta tn arcler to trrmloato thdr own t:ra&lc 
and bePn to cvry loterudotW loq d.lstanoe tnlllet oripll&ted In that cou.ntry. 

lnlrnationol ~ 1.-, ~Strobl 

lntmlatioul twitched lcmJ dUtaDce • >'lett are prorided thro.ch rwttcblq &ad IJ•uwol.nlcm 
fadUtJa th..t ~Y ~ calli to dmdtl biNd .apoa a ~ Mt of I'OIItfJIJ criteria. 
!\e c.IJ typktlly oriJI•et• Oil a local neiaup QU'JW'J netwotlr &ad II trsMpOJt.d to the calJer't 
domettlc lona d.lstance carrier. n. dcrm..rtc loq distance pnMclcr thea canillt the call to an 
International JalewtY rwttetb. An lntemationallooa clbwlce provider pkb up tlle call at Ita pteway 
and tencb It clirectJy cw tluoach ooe cw mcwe other looa distance poorlden to a corrapoodloa aateway 
Jwitc.h operued Ia the COWlby o( dadoatfoo. Ollce the trdk reacb. the CO\Illtry of destination., It la 
tllen routed to the patty beloa called thovab that oou:otry'• domeJdc telepbooe network. 



llltenwdonallons distaoc:e pro~ eu pnerally be c:ateSOrized by ~1r ownenhlp and we of 
IWitdia and traiUIIIialoD facrutf ... T11elarpst U.S. eanien, NCh u AT.a. WCl and Sprint. primarily 
utilize OWDeCI tnn•mlllioe fadlltJa and pDa'llly UM other loq dllb~N:e proviclen to cany their 
OYertow trsfBc. SU!ce ooly very lup canifts baYe traa,.a"oo &dlld. that cover lM over 200 
countries to wbieb ~lone dl .. _ plo .. den pner.lly ~~. a JipiJieantly latter poup of 
Ions di,..nce p~cMden owa and opllrlh tbulr owa twttcha bat etthv rely tolely on resale ~enu 
with other loaa diRace eamm to .-mill ate tbelr tnSc or 11M a combioatlon of resale IICTHmenu 
and owned fadlltfu In order to tennloate their tralllc u ahown below: 

nu fi.OUtfG 

··· ········ 

.. . 
WAA •.,., 

_ .... ..., ···· ··· ···· ·· ···· · --- n ·WI!.., 
............... 
/ "'-~ ... 
·. c-r : . . ............ 

-
~ ~ Uodet tndltfonal operatlq IIJ'HmtftU. International Ions d!Jtance tra!llc: 

IJ u ct.:qed UAder blllawaJ IIJM .. ntl betw..11 lnttmaliooal loaa dl~taoce provlden Ill two 
CO\IIItna ~ 111'1 wta provide for the tmlli1latjon ol traac lA, and retwn trio& to, the 
lntematioulloaa ~lit rue provt:l.n' rillpKUve CO\IIItrielel a nepdated " IICCOUIItfq nte." Unc!er a 
t...dldoeal operadJll ..,.,. wt. the lnt.,.ulo-al lone dlat.uce prcMder t1lat oriafutn more trdk 
compaueaa the !oat dllt·oce prcMder lA the other CO'IIIItry by paybls u adclltlonal ' 'wttlt1MIIt 
paymcmL" 

Under a typical Clp8f'ld.ftl..,_at both earners jo&ltly owa the traiU:tlll.IDol fadlltles between 
two COI&IItriu.. A c.an1Air pJJu owaenhlp ri&hta lA a dlaftal Sber optic c.bl. by purt'~ direct 
owoanblp ID a pardc:War cable prior to the time the cable Ia placed lo MfVIce • .cqul.riq .an 
"lllcW..able JUPt ol U•" ("DlU") Ill a pnmowly Wtalled cable. or by laaq or obcalnlos capacity 
from ~ loaa ...... - prcMder tMt ettlwr 11M dlr.et 0W11enhfp Of' mu rflbu Ill the cable. 111 
dtuadou where 1 ... dUtuce pntYidet 11M tdldeotly blah trdlc volume. routiJts aalls ~~:rou 
dlrectl;r vwticoU .. , mu cable Ia ptHiftlly more eoa-el'ectfve on • per call bula than the we of ahor1 · 
term Y&riable C8peCity anw.oa-ou with ocher Ions dUtanc:e provlden or leued cable. HoweYer, 
direct ownership and acqulaftf011 of 11\U rfabll requll'e a company to make ID lllltJallnveatment of lu 
ca,pltal bated on anttdpeled .,.... • . 

Trarit A11 • .-.... lA ecldltioo to utllluq u opentlq ar-t to terminate tralllc 
delivered &oca OM COWitry directly to aoocbet, an lntematlooalloos diJ1aoce provtder -Y enter Into 
tranrlt arrao..-nta panua.ot to wt.ldl a loDC dlltuce pntvlder Ill an IDtermedlate country curlet the 
tralBc: to a coutry of deldutloo. Tra.uft requira lp'OCftlent amoos the c:vrien In all the COUllt:riet 

Involved aod II....,.Oy tUed (Of' over1ow tn11c or where a dlnct ~~ Ia unavailable or not volume 
jllltl&ed. 

"-~.AI•••~ a-le ~tl typically lnvoiYe the whol-le pwc:U. aod .U. of 
tranamltaoo and .....m.doD eervtoel betwMO two lone c:I.IJtaDe.e p~olllden on a variable, per minute 
bula. n. ,_)e ol c:apedty, whldl ... lnt ,.,.tt.cl with tM dcrep1adoft o( tiM u.s. mariurt. 
enabltq tbe emerpaoe ol - lllterudooal lolc ciMtaace prolllden that rely at -.. In par1 oo 
capacity .cqulnld on a wllolttale bMia rr- other loaa c11.ttaoc. prcMdera. llltemattonallons dtatutce 
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calu may be routed tlltoup • {edlldee-bued CUTter with -=- capldty, or thtoll$h multi])k lona 
distance raellef'J ben.- the orls!D•ri., lona dUtaAce provldct- ucl the {actllllu-bued carrier that 
ultimately t~Ulet the tn8c. Raale ~tl 1e1 per mlllute ~ (or dJJ'~ent routes. which 
may be parutHd few a Mt diM period or IUbject to I~ followt~a~ notice. 1M raale III&IUt 
for lntematloaal Clpldty Ia eoututly c:ltaap•• u MW loac ciUeMce ,....u.n .-rp ucl aiJtlq 
provlden respood to IIICt1aatllll eotCI ud -]Mdtlve pill..,. 111 order to be ab4e to eltctively 
manqe COJU when utlllzifta ,..U. arru~~-tl. lo~a~ ~ provlden IIHd timely IICCUI to 
chanJln& marftet data ud mlllt quickly ract to dwiJ~ Ill eoeu tbroll$h pridn1 adjUIUDml:l or 

routln1 dec:Uiona. 

AllnNIIio. T~ ~· As the IAtemational lon1 dlsutlce matltet lw become 
dere1ulated. loq diltMce ~ have developed altematlve htnniAation UTIU'IIemenu In an efon 
to dKruM tbetr cotU o{ terminatlna International t:rdBc. lome or the 11101"11 tlpl&cant or theM 
UTIU'Iaemenu IJidod. reiJiD&,IIIterudooal ample reta1e (NlSir') ud OW'IIenhlp of fwitchtna faciiiUet 
In forelp eouatrlel. Pef'-1 ol~. whkh taket edvutllp ol ~ ln aettlemeot rata ~n 
d18'etent COUDtrfe .. allows ~ tO I clatiutioo COUIItr)' to be u.ted U If It ol11iuted Ill Mother 
cou.otry that enjoys lower ..s.-t ratu with the d-tinadoo!l coutrr. thereby retulti~t~~ln • loweT 
overall tmlllnatioe COIL 1M cl6iiiDH t.tw- trUift ud ~ II that. with respect 10 tTUUit. the 
r.alltla-b.Md loGe diiUMe pollider Ia the dtltlo"'oo couab'y hat • dinc:t relatlouhip with the 
of11inatlnaloaa dbtuce provlcler ud It awwe or the arraaptllftlt. while with rdllaa. It II Ubly that 
the lona d!Jtance PiOvicler Ill the detdoatlon cotuh t)' II DOt aware that the received mSc ortputecltn 
11\other cou.otry ucl wtth uother ,..U. CUTler. To ~e. the FCC baa made 110 protiOWicemHt u to 
whether rd1iQa complies with either U.S. or lntemational Telec:ommu:nlcatlo11t UnJoo (Nmr) 
rqulatlont. With ISll. a loq clittance provtder completely bypuMS the Nttlement ty1tem by 
connectinJ 111 lntemadooal leued privateltne to the public IWftclled t.elephont network ('?snn on 
one or ~ ~ eoda. While In c:wrentJy II ooly MDCtlooed by ~ replatory autbo11tla on • 
limited Dumber or~ lachadiq u.s .• u.x.. U.S . .Swedn. U.S.·New Z.l•nd. U.I...Worldwide and 
Culad,a,.UL. It II tJ1a rl'll Ia 111e ud b apec:ted to npud .q,dlcantJy u clerep1atloD of the 
lntmwlooal teleeoauaaalcltiolu IMlbt coatiDIUII.la eddlt1oo. ~on bu made It poatble for 
u.s .• buecl 101'11 diltMoee pooiden to uablllh their owa ~ f~et In eert.a111 fomp 
countrfet. nabllq the111 to diNctfy te:rmiJWe t:n.lic. See N-co...r..ID81lt 1\eaulatloA." 

The bJahly ~tltfve and ~Y chaqSDJ lntematlonal telec:oaununlcsticnu matltet baa 
cruted a Ap!flc:aat opportwllty for camen that can ofer hlah quality. low cott lntemadoaallona 
dlttaDce ten'lee. ~ prfvatludotl. the ezpauloD o{ the reale matlt.et and other ~ 
tnlunctna the llltemetlonal telecommuntc.dotu marUt are drlvtq decreued tftrnfnadon cott1. a 
proliferation of rovtlnJ optlont, 11\d lncreued competition. Sueceaful comp~~~ln amona both the 
emerllna llld establbbed International lona dittanee comJ)I1\Iet will need to agrepte cnouab trallc 
to tow .... ~, If( bntb fadlltlet-buecl or resale opportunities, maintain tyatenu which enable 111alyt1t 
or multiple rout1n1 opttou, to lnvett In facllltlet ud IWftches and retm.ID lnible mc.UJh to locate ud 
route t:nJik tJuovcb the molt ldYSDtaceoas routet. 

The STAll Awl t 

STAll o&n blah qaality, reu.ble lwitched tnterutiooalloaa di~tance ~primarily to U.S.· 
~ tel..onunv!!Jc:etfoN c:omplllla that are ....!ciq to lltiiJ.a.e low COlt routfJ11 alternatlYet to 
aupe11t their owa aervice ud to~ lncreued competition In their .arbu. Th.e Company lt alto 
npandlna to ..,.... f'orelp-bued International lona d1Jt111ce provlder.. The Company provides 
lnh.rnatlonallo«ta dlltaaee Mfvlce to overl75 foretp countriae ~ a lulble network c:ondltlnl 
or r-'e UTIIDI 1ata with other lona diataace provtden. nriova (Ot'elp t....UnaUon relatioathlp&. 
lntU'IIIUonal pteway IWftehet and a...d and OW'IIed mn-fee4oe faellltia. STA.R coatllluowly 
moaiiOn the ma.rkat for loq d1tta.De. ~ detec:tias treDcb to trdlc low. lntemadooal network 
avlilt.blllty Uld priciJI .. 1M Compuy beUev• that tbla ma.rkat lmowleclp enablet It to reed quickly 
10 add.- awbt oppol'ti&Dltlet and to tab advlll~~~p ol chansllll ma.rkat oooditlou. STAll utlll.ut tu 
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8exible networit ftnlrtllre &Ad lbtt-of· lhe·&lt dfattai rwitchiAJ tec:h6olosY to ~ntiouowly m-oute 
trafllc to the most cott4ecd¥e truQll.alon altematl¥e for a puttcular country. STAR b further 
developlaJ IIJ 11etwork by atabU.hlnJ relattonshlPI wttb fortlp PTI'• a~~d other foreiJO providen of 
lona dJJtance ~ervices &Ad bulldlq network facUlties. wb~tre ~txlstfna a~~d anticipated trafllc: volumes 
justify su.c:h lnvestme:at . • 

Stratqy 

The Comp.ny's objectjve b to be a leadins provlckr of biJbly reliable, low cost switched 
iotem&lionallonJ dbtance lervices on a wholesale bub to U.S. and f'ordp-based te~mmunleatlom 
companies, u well u on a retail bub to ~mmlltdal customen. rey elemenu of the Comp.ny's 
matt!~)' Include the followfaa: 

CApil4llu on ~ lllfmMitJoM.l Lotte ~ Ctowth. The Comp.ny believes that the 
lntern&donal Ions d1stuce marlc:t pt'OV!det attrac:ttve opportwrldes due to ltJ hiJhr.r revenue aDd 
pro8t per minute, &Ad p-eater projected pwth rate u ~mparecl to the domestfc: lona distance 
market. The Comp.ny WptJIJitemational mulea with bJ(b volumes oi tnllc. relattvely blab rates 
per minute a~~d prospem for derepladoo IDd prtvattadoft. 1be Coalpuy be:Ueves that t.he oqolq 
tn:nd toward derqulatioo IDd privatizadoa W(]J crate - opportunities for the Comp.ny ill 
lntf:matlo.nal nwbts. AJthouab tbe Compuy has foc.-d to date prtmarlly on provldina Mnices for 
U.S.· bued Ions dlsta~~ce prcMders, the Company abo lllteods In the futunlto H'p&lld the iotemadoaal 
Ions dbtallce Jetvices It olen to foreip·bued t.xaa ciUtaaoe proWien to the atent allowed by U.S. 
aDd iotemadonal &overameatal recuJatioca, 

r.-.,. 'Trt#c v~ 10 ll.ftl.- eon.. 'Ibe Company bu fOCUMd aDd "~ntfnuln& to focus oa 
buJidJns Its vollliDet ol illtenlltioclal loa& dbtanc:e tnllc. Hflber trdlc volumes streoatben the 
Company's a~ poettfoa wttla veedon. cutomen &Ad potential (oretp pertacn. wblcb .now. 
the Conpaay to lower Its COib of tef¥fce.la lddltfoa. hlahcr tnlle voiWIHII on puttcular routes aiJow 
the Company to lower Its cott ol terYtcet oe thae routes by trulitfotliol fnlm KqulrlJII eapedty on a 
variable cott per minute bub to bed cott arranpmeats IU.c:h u loapr-term capedty ..,.,emeats wttb 
m-.Jor carriers, lons·term leues a~~d owaenhlp of facilities. 

&pond Sw«tcllfnl 4flll T~ Peel""-. 11\1 Compa~~y Is contlnuin& to pumse • 8edble 
approach to apandlna aDd atbancln& Its network r.crlltJa by lnvestiDJ iD both IW1tchlns aDd 
transmission facilities whe:ro tnlle volwnes jllltify such Investments. The Compaoy.lntends to expand 
its U.S. swltchln& fadlltfet tbrouab the idciJtioe of rwitc:hlna £adlldes In Miami, Dallu aDd Atlufa. 
The Company Is abo fa the proeer of developioa swltcblns capabllitfet In forelp ~untrles with th~t 
addition of aD lntematlonal pteway lwlteb In Loadon. Ellatand. aDd Is plannlns to Install a network ol 
switches iD selected European cities. 

I-. l~ .,_, ettd s.«tdlfnl ~lit'-. The Company leverqes Its aophlrtl· 
cated antonnatlon tyltetlll to analyze tta routfn& altemativa, &Ad aelact the molt cost-ctfec:dve routill& 
from amona the Company's network ol raa1e Uftll(lmlents with other lona c!.lstanee pl'iMden, 
openU111 ..,.,ements aDd other alternative tennioatlon re~tlonshlp&. The Company has Invested 
llpd8cant retOIIICeS In the development of eoltware to trade 4'fi'CIBc usap Information by c:wtomer 
and ~Jt and pro8t lnformadon on ..,.Ole roo• on a datly buts. 111e Company's Information systems 
are critical componenu iD ~ Its ~ aDd veodor relatlorubiPf, routtna tnlic to the most 
cost·ell'ectlve altenaatMs, aDd tarptiAamarkedn& dOrts. 

MalnUfn Hll/t Qw~U¥. The Company believes that reliability, call completion rates. voice 
quality, rapfd set up tiJM a~~d a hlah level of customer a~~d tedmicalrupport are by £acton evalwed 
by U.S. Mel foreip·bued teleco.alunlcadoaa companies In 111ectfna a carrlu for their lntema.tloaal 
trafllc. 111e Company huln.ltalled state-of'-the·art Northern Telecom a~~d Strombers-Culson swltchloa 
equipment. Is fully~~ with lotftDadoaal C.7aad domestic 55-7 efp•llosltl.lldatds. and IU'iYes 
to pro\ide a C!OIIIIbtntly hiP level of cu._ aDd technical 111pport. 1be Compaoy hu tec!b.nlcal 
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Npport penotlDCIIt lb fadllttet14 hoGn per day,- days per week to UIUt Ita cuatomcn and to 
coououally mooltor network ~ 

&,_.J bW ~ W.t.f Tbe CoJOp&Dy lnteods to marbt ltl lntm~ational lon1 dlstan« 
services directly to ~ c:ustomen ill fofttp eount:ria, wfth an Initial focv.t on the U.L and 
sel«ted Europeul ddes. The Compuy lntmch to Initially pnMcle Mrvlees to c:Jo.ed - IJ'OUP' 
comprued of COI"JIOrate ewtomen. 1u reJUlatory re:Jtrlctloo• eue in thete fomcn marbu. the 
Company lntendt to llll"'llteloa, dlJWic:e trdle &om a broader raop of wmmm:lal cwtomen that 
will be routed over tho Compuy"a networic btck to tho U.S. or to aA alten~&te deadnatlon. ln the 
lon1er term, the Compey a1ao plana to ftJ)aAd Into commercial marketa In the U.S. and In other 
derqulatiD1 cou.otrla. 

Network 

Tho Compuy provtdet !AtenaatiooallooJ c!tstance JetYica to ov-er 2'/S fordp countries tJuouah 
a 8exible. rwltc:b«<.a....d network wtl&lttiJII ol ..-le .,.,..._a witb other loq distance 
provlden. vari0111 foreip termlnadoD relatJooahlpl bltenWSonal pteway rwltc:het and leued and 
OWDecltran•m'"'oo fadlltlet. Tho Company'a Ntworic employs --..of·t.b.art diiltal rwltchiq and 
traonnbsloo tec:haoJosles and 1.1 aupponecl by c:ompnheulve -uortq and technical au.pport 
personnel who .,. It lb. Compuy'a Eac:l.lld• 14 houn per day, - days per week. 

T~ AiiCI....,amll 

lntcnaatlooal loo& diatanoe tralllc: la ultimately terminated at the deatlnatfon point pumsant to 
termination relationahJpt between a provider of teleco-unk:at.loru Mmc:et ill the orllfnattn& 
country and a provider In the termloatiJII w~mtty. Tho Compuy eeeb to retain 8edb11Jty and 
muJmlu Ita tennlnllioa oppott\UUtlet by udlb:IDa a c:ontln-.ly c:baqln1 IIIia of routiAI aitematiYOI. 
lnc:ludlJII raale anu..-ou. opendoa r.p•-ntl and otMr eciY&Dtapoua tcmiAation f.I'TVIIe
menu. l1Ua dlYe1'1iiecl appcwh la illtuded to enable the Compuy to ub .dvanuce of the rapidly 
evolvilll illternatiooal telecoemuotcatlocu ma.rbt ill order to ptOYide low oott illtcruatlonal Jona 
d istance service to ltl ewtomen.. 

The Compuy udliut reaale f.I'TVIIemeDtl to provide It with multiple optlo01 for routina tra!lc: 
throuah ita rwttc:het to ncb .:Httiudoo eountty. Trafllc: u.Dde:r ...1. t.rnJII-b typic:ally term!· 
nates pUIIIWit to a thUd pony' a conapoodeat relatloosbJpl.. Tbe Company purchued ~I)' from 
51 vendon ill the quarter aded w.rch 31, lee7, ab of whlc:b porided the maJority of the Compuy'a 
c:IDOdty durin1 the - portod. The ~rity of tbll c:epldty b obtained on a vartable, per m1J'ute 
bad.t.. The Company'a contra.cu with ltl vendora provide that rata -r II!Ct\We. with 1"11e chao1e 
M tlc:e perlodt v&l')'in& &om 8ve days to one year, with certain of the Company'a loo1or term 
arranaementa requ.lrlna the Company to make minimum u.aa&• commltmenta In order to avoid 
penaltfa. /u a retult of dereauJatfoo and competition In the lntemadonal telecommunk:atlona maricet. 
the prldftl of tormlnatloo Mr'VIc:ea varia by carrier dependlna on I\ICh (acton u call tra!lc and time of 
day. Since the Compaoy d- not t)'1lfcally enter Into lon1 term contrac:t.a with thwe proviclera. pric:lna 
c:ao chanae llpi&caotly over •hort perloda of tlme. Thete c:banpt aubject the Company to anaotld
pated price l&ia 111 and Mrvlc:e ~ The Company'a proprietuy lnfonnatlotl ayatemt 
enable the Company to traclr the pftdq vvt.doau In the illtcmadoDal te~ market on 
a dally bub. allowtq the Co.pany'a ~~ to Joc:.te and reroute trafllc: to the mo.t cost· 
c&"ectlve alteroatf...._ I( the Compuy IJ not able to c:oadove to nt• illto c:Oit~ve ...1. 
arran1cmenb witb Ita prtm.ary vendon. or Ia unable to locate tultAble replac:eiDCIIt vndon the 
Company may not be able to obtain •uSc:leirt. hlp qu!Jty altemattve capedty, ill which caM the 
Compuy't bv.dAeM. operat!JII reauJta and lUDdal COftditloo could be matmally eclvenely afectecl. 
See '"1\Uk Fectcm-Depcac:leftc:e oo Availability ofT~ Cepaclty." 

The Compaoy c:wnntly hu oporattn1 ..,..m«au with c:arrten ln Norway, Denmutc. AW~Cnlia 
and Colombla and Ia ill the ~ of oea.otfatlDI addltlooal opel"'1ina ..,.._nta for otiMir c:oun1Jiea. 
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T11e Compuy hu beeo ad wtU -u..e to be ~ Ill e11terlq lllto OJ)el"&tlnJ .,recmenu. T11e 
Company tho hu ~tl wtth two pnMden of lociJ dlltuc:o ~ 1n the Alla/ Pad&c Rim 

region for tennln.Uon of U.S. onJ!n~ed tnfBc ~ the Comp1111y qpep.ta In the U.S. a.nd routes 
over a leued 11otworic to auch coUDb10L T11e Compa.ny Is Q~~lonqllmllar relatJonJhlpt with camen 

in other counb101. The FCC or foretp re-4Ulatory qenda may take the view that 1uc:h UTa.nJemenu 

are not In compliuc:o with ~Dl NJUiatory poUdn relatillllO prtvatellne retale. T11e opontloru of 

alternative earrlen like tbe Comp1111y'1 putiMin, who compeCe with 1M P1T. may not be pmnlned by 

forelp replatory cenda. To the meat tJw the re'\'nue poerated under JUch &~T~AJ,eme11tl 

becoma a llpl8c:a.nt ponjoll of ovtn11 ,..,.._ue. the loa of ruc:b t.traaaan•nu. wh~tther u a ruult of 

rqulatory problcnu or otherwbe, coWd have a material advene dect on the Compa~~y'• bu.dncu. 

OpentiAJ raWU ud baact&J condJd011. Ia ~ tbe F0C c:ouJd llllpote a I"UUJI of I&IW:dolu 011 
the Compeny, lllc:IDdlll& bn or forlettuta. to the atent It ~ uy of the Compa~~y'J 

UTa.nJementl to be noll<ompiJ.&IIt with FCC rules. S..1U.a Facton-Riaka of latematlon&l Telecom· 
muniC.UoOJ Swill-." "- PotentJ&I Ad- Afec:u of Covemment Reaulation" and " IIUilnea 

- Coveml!lt'ot Replattoo." 

Sullu:M Mil r ..... ,.,.., Fed~,_ 
lntematlonal ~ dlstuee trdJe to uad frolll the U.S. II 1--"Y tnmmlned throuah an 

international pteway IWftchlq &cillty ICl'OM madenea dlaltal 8b.r optle cable or via •~elUte to a 

termlo~lon point. latenWiooal p~eway tWttc:bel .,.. dlaltal computerlz.ed routlnJ fadlltles that 

receive c:alb. route can. throulh tftlll'lllti!OD Una to their deninatloa ud record Information about 
the 10urce, deJtlnatlon uad dlll'ltfoll of calla. 'I1te awttchn &rtiJIIbd to dlaltal lber opdc cables. which 

are typically owoed by COIIIOrtJa of International canlen.. Tne Compa~~y'1 Jlobal notworic facilities 

Include both l11ternatlonal pt:eway twitchu ud rt&bu to we und.Ma dlalt&l 8ber optic: cahl•. 

1 oe Comp1111y hu llltenetfoou.l pteway JWttcha. tosttJw wtth topblttk:ated twitc:btq toftware. 
IIIJt&lled 1o Lot Aqelallld N-Yon City. Each pteway include. a Nortlaem Telecom DWS 150/ 300 

and two Strombets.can- 000 twitchea. 111e toftwvw Ill the Colllpuy'1 twitchu prcMde contlnu· 

OUI and deuJJed fe«lbaccr about '-'111 tad ~ calJ trdJe to the Colllplllly•l proprietary 

reportlnJIOftwant ud to IU bllJiac 8yltem. '11!. reportiq 10ftwant provide. detailed real-time vendor 

and curtomer uaqe reporta. wh1cb allow the Colllplllly to -1c the 11101t co.t-d'ective routiiiJ of callJ 
and to t&tJet cwtomen who mlpt ab-" locaeued !.vet. of traiL:. The Compuy hu IOJtalled 

multiple redundaodn Into ltl lwitcblq fadllties to decreue the risk of a network failure. For 

e.rample, the Comp1111y amploya both battery ud pnentor power btclt·up ud hu IIIJtallod hudware 
that autom•tic&Uy Jhlfta the 8ylt- to aw;ill.vy power dwiq a power outap, nther d-.an relyloJ on 

manual override. In edclldoo. the Company hu CCIOtJ'IIded with a third party to provide the Company 

with aeceu to a moiMLt -seney power npply. 

The l.omp1111y'1 1.ol Anples-beMd twitch J~Y routu th• ~ of the Compa~~y'a Ad&n 

and Pad8c Rim trallc llld a pomoo of the Compa~~y'1 South Al!lt'ricaa t.rdk. while the New Yoric 

switch Jeoenlly routu the ~rtty of the Co~~tp~~~~y'• EuropeVI aod Afrtcao trdJe and the rem.alnder 

of the South Amerteaa tnfBc:. The Compuy plus to add lwitc:hlnJ fadlltla In D&llu , Tuu. Mlunl, 
Florida and Atiallta, Ceo~Sla to mons ellc!iently addreu the South and Central Amen can m&riceu. T11e 

Company Is tho flutallina• pleway twitch In London. EnJiancl. which wiU MrVe u the foc.J point for 
the routlnJ of can. throqb a networic of lwltcbes to be located In Mlec:t.ed European dtln. The 
Company cun-ently upecU tbe Londoa twitch to be operatloo&l Ia lllid-1W7. There c:a.n be no 

UJurance that th- fadltt:l. wtll bee- operational within the time frame cwrently antidpetod by 

the Company. 

T11e Compuy c:un'ltltly 0W1U or hu O.U1 Ill lhl'M tnu-Atlantlc (CanUI•l , Can~.:! and 
TAT·ll/ 13) and two lllterEiuopua (Odin tad IUoja) dlaltal 8b.r optic cabla IIMnJ the U.L , 
Norway and 0.11mark. two traAt-PadBc: cabla (TPC-5 and APCN) MrYfna AUit'rllla and the 

Phlllpplaes, one lnterEuropeao cable (UI: Nethertuda 14) and II Ill the proeea of nesoti&Una to 

acquire ownenhlp rfPtl or U.U1 In other cablu. '11!. Company pbAJ to lacreue IU lnvenment Ia 

37 



<lirect and IRU owunhlp of cable to ~~~where the C:O.pany nta. loto opcratloa qrcem~u 

.and ln other tftuationl In whleh It detarmfoes tha.t such 111 lnvcstmcDt wOil!d enhance opcratlna 

efficiency or re<luce lra.nsnllllloa COSU. 
-

The ~~ for each ulllt olttwmluloo captiCity In jointly owned carrier unckrMa cables depcndl 

o n the pereeotap ot•lt Clll*fty tkla hu bHa purchuecl. Tbe tocal ~ of the cable Is fully 

allllCated &mllfll the partlelpanu of the phydcal caplleity of the cable. 1"be pcr·unll cou of capacity 

declines u the ~nta&e of cable Cll*fty lJ fully pwc:IWed. 

Sales, Marbdaa ad C:U.tomen 

The Company market~ lu tefVfcet DO a wbolnele buiJ to other telecommunlcatlonJ comp&nlct 

throuah tu erperien~ dlrwc1 aa1tt '"'" ud maricetlnat acc::ount m&nlltmentlum who 1.,..,., ... the 

long tenn Industry reladoasblpe ol the Company'• ROJor manapmet~L The Company rac:hes lu 

customen prfmarlty throcaP domtsttc Uld lntemadonal trade lhowt Uld thtouah relatlonJblpt plned 

from yean of ea-perieoce lo the telecoaunlllllcaljoDJ lndUtUy. AI o( t.fardl3l. 18e7. the Company had 

13 sales and maricetlna employees. 

The Company'• aala ud mubdQI emplo~- utiiJ.u the uteDJive, cutomer tped8c UJII' 

reportJ and network utillutlon datlpnerated by the Company'• tOpi\Utloated lnfonnatlon f)'ltenu to 

neaotllte ~~T"menu wtth c:v.Jtomas Uld pwpectlve CIIJtOmen more efec::tlvely Uld to rapidly 

respond to chanJfna m.arbt condldocu. The Co~DJ*!y bell- tbat It hu been able to compete more 

efre«Jvely U I raWI of the penonalUed aerviC!e ud onaoiJII Mlllor lftll\lllmtnt•level attention I hal 

IJ fllven to each customer. 

In coonec:doa wtth th.e Company'• PIOpoMd apmlloo loto the C01111114!1'Ctal market. the Company 

expec::U 1 utill&e a cl.lreet aal• force. ~ ol a aala force ctpeb&e of d"ectlvely upudloa 

the Company's Nl'1c:a loto the retail marbt caD be ezpec:ted to nlqll1re subfuntlal e~rtJ Uld 

man~&cmtll! and 8~ ~ See ~llbk Faeton-Naua-at of Q•nJ{aa Budneu.. • 

The Company"• wbolna'e cutOIIMI'IIndude both tacdttl•bued can1en and lwitcb-bued lona 

distance providen that puma... the Company' a aervicw for reale to thtir OW1I cutomen. In the 8rrt 

quarter of 11187, the Compu, proYided Jwttcltecllona dllt.ue. tcMC!el to sa customen. lndudlna 

elaht or the twelve Jaraest u.s .. baJed lana dlftaaee eanierl. la 111015. the Compaoy'a ....... c::Uitomer. 

CCI. acc::ounted for approJimately 21" or the Compaoy'• revenue. No other c:ustpmer KOOUnte<l for 

more thUl 1a.. of the Compaoy'• revnue dtuiaa ncb s-riod. Tbe Company no Ianser provtda 

tervlce to CCL In 11185. CCI KOOUnle<l for ~ of the Company· a NYenue. In llliH. dwtaa whlc:h 

time 1be Company wu f:'tiPPCi In acttvltl• unre.lated to tu c:vrnt bu.lloea. the Compa~~~y'a laraeat 

cua1omer, Care Tel. accounted forM'Il oftbe Coa;pany'• NYenue. Any lou or decrn.ae In Wile by the 

Company'• w"~~"' <."Ullom .. could have a material edvene effect on the Compaoy'a buatnaa, operatina 

result or 6nandal cr.wlitioo. See -Rbk Fecton-Depeodncoe on Other Lona DUtueo Prcriden; 

Customer Conc:entrldoa Uld lneNued Bad Debt Elposure." 

Information Uld lUll., S,.... 

The Coaapaay'a ~ tue advanced lolonaatJoD f)'ltemt ladsaclloJ call data collectloa ud 

call data Jtonp UAked to a prOprietary reportfA& ty~~em. 1"be Com])Uiy alto malntahu redundUlt 

bllllnal)'lteau for~ aad aec:wata c::urtomer btWna. 11M Company'• ayrtem. enable It, on a ruJ. 

time buls to determine the most colt .. fectlve tenalnetlon ahemallvtt, monllor c:ullomn uuc• and 

manaae pro8t marJfna. 'Mie Comp.ny'1 1yatenu alto ellable It to enJure acourate and tlmtl)' biiiJna and 

reduce routlna en-on. 



The Company"• proprietary~ tOin-ve co.pd• call. price and c:o.t data Into • vanety of 
reponJ whlrh the Company can 11M to re-proa?UD ltJ routes on a real time bulL The Company's 
repoollnJ sortware can Jenerete the followina reporu &J needed: 

• customer usage, detaJIJna uiJIIe by countl)l and by t ime period within o:ountry, In order to trad. 
n.lc1 and rapidly rnpood to any lou of tralic from a panlc:ular customer. 

• country us.ae. subtotaled by vendor or customer, which 111lru the Company with route aod 
network plannlns; 

• vendor rates.. through an aucllt report that allowt~~W~AJemet~t to detcr1111De at a slancc whirh 
vcndon have the lowest rates for a putfeular c:ouatry In a putlcular time period: 

• vendor us.ac by minute, cnabllo& the Company to verify and aucllt vendor bills, 

• doJiarized vendor UJ&Ie tO caJauWe the IIIOII«aay value of minutes peued 10 the Company't 
vendon, which udsu with eaJ®ledo& operatlq m1f11n when used In connection with the 

curtomer reportJ; and 

• lou rcporu used to rapkl.ly hlahlllht routio& alternatfvct that are operatlna at a lou u well u 
ldentifyina route. nperteodllli~Ubstutial -tow. 

The Company hu buflt multiple ndulld•Dda Into Itt bllllna and c:all data collec:tioo syrteau. Two 
call collector coml)Ulcn reedve redadut ct.IIIAformatlon AIDultaaeoutly, ooe of wblcb produce. a 
Sic e very 24 houn for blllJna purpoaa whU. the other tmmecliately forwardt the call data to COfliOrllc 
hcadquartcn for 111e In customer .ervtce ud tr1t.& ual)• The Compuy ma.lnta111.1 two Independent 
and redundant blllJna syrtc.ms In order to both verify bllllnalntcmally a.nd to c11.1ure that bii!J are MOt 
out on a timely buls. All of the call data. and muldq bllllna data. are contiououaly b~eked up on tape 

drlvct and redundut lltorap devteea. 

CompetiUoa 

The lntemadonal telec:ommiiJIIesdoas tndustry It lot-ly c:ompetttlve and subject to rapid 
chuac. The Compuy's competitors Ill the lotcmatlooal who'-le switched looa dlltance maritct 

ondude llfle. facllltlcs-bued mulUoad011al corporations and PTTa. tmallcr fac:llltlcs-bu.d provldcnln 
the U.S. and oveneu that have emerJed u a mull of derqulatlon. swit.ched·b&Md rnellcn of 
lntematlonal lona dlrtance .ervtces ud International joint venture• and alltance~ amona auc:h 
companies.. lntcmatlonal wholesale switched loaa dilunc:e pro1tlden compete on the bull or pr».--e. 
customer temce, tfU$111iaion quality, breedtil of ICrvlc:e ofertnp a.nd valu•ldded Mrvtc:es. The 
Company believe~ thalli competes &vonbly 011 the buls of priee, tranJIDblioll quality ud tu~tomer 
service. The number or the Co.puy'a c:ompcttton It likely to lncreue u a result of the new 
competitlve oppotlwlltles created by the wro ~t. Further, llOder the Ierma of the wro 
Ag~ment. the United States and the other 68 COIIDtria putfdp&Uoc lo the Apecnlcnt have 
committed to open their telec:ommunk:atlo11.1 marbta to competition, a.nd forcl&D ownenhlp and 
adopt mcuurCJ to protect eplll.llutlcompctltive behavior. cfcctlve ltartlnJ on January I, 111118. AJ • 
result. the Company believes that competition will c:ootlnue to lnereue, pladq downward preuure 
on prices. Such pressure could advenely alfcc:t the Comi)Uiy'a vou IIWJlnt If the Company lt not able 
to reduce IU collJ commell.lunle with such price recluedoGL 

Com!Hfltlon from DowN.Hc Mil l~ Com,.m. Mil AU'-. The U.S.·bued Interna
tional telecommunlc:adoll.l Mf'Yka m.,Ut lt clomloatlld by ATtrT. MCJ and Sprint. The Company a!JO 
o:ompctet with Wortdeom.lnc.. hdle Cateway Eachanae, lnc:~ TraComlllterudonal.lnc:. and other 
u.s.-bucd and fomp looa dilltaDce pcMden, -Y of wblcb have c:otu:ldmlbJy ar-ter Bnanc:lal and 
other rctOUJ"CU and more eateiUtve ~ a.nd ~~~~ c:otiiiDuoicstlou MtwOrb thao the 
Company. The Compuy utldr*a that It wiD eaeouoter addltiOIIal oompedtloo • a result of the 
formation of aJobal alllaneet t.mOIIJ llfJI Iooa diJt:a.nc:e telecommunication• provlden. For eu.mple, 
MCl and Brlllth Telec:oiiUIIuolcatJOIII reeently IIIIIOIIACed a propoted metteT that would create 1 



&lob.! tel«omtnuftlcadoas compeny called Conetn. and tddldontllr have UIIOUnced an alli~J~« .. uh 

Ttltfonlc:a dt EapiAL The tftc:t or the Pf'OPOMd mtr'Jft' and alllaocoe could Cfftl~ Jtpd6cantlr 

lnc:raued comp.tjiiOII. Maoy ofth~ Compeny's current competitors ate alao I he Company'• cwtomen. 

The: Company's bwlneu would be material I)• adversely aS'ected to I he eatent thai a s1Jnl6cant number 

of suc:h CUJto_,. IJmlt or ceue dolo& busineu with the Company for eompetftlve or other rauont 

Cocuolldation Ill the telecoaamVIIk:allonllnclumy coold DOC 011ly n'Ule evet~ !arwcr c:ompetltors with 

pater &naodal and othtr ~ but could abo edvttMiy elect the Comp&~~y by Ndllc:1n& the 

number of pottlltJaJ OUitO!Mrs for the Company' a Nrvlc:et. 

Compdftlotl frvrrt Nftl T«hnol<lfl#. The te~mmuftleatlon• lndUJtry h In a ~nod of rapid 

tc:c:hnoJoskal -lutlon. marbd by th~ lntroduc:tJon of new product aod Jei'VI~ o5erinp and 

lncreuiiiJ aateWte aod underwa ca.ble traJUmiuion capeclty ror Nrvka almllar to those provided by 

th~ Compuy. Suc!l technoloslet lndude 111tDltt-bued f}'lteml. auch u th~ propoac:d Iridium and 

ClobalStar aya-.. uc:illJadao of the !Dtemet for lntemadocal voice and data eommunlntlons and 

dl&ltal wiralea ooiiUIIunlcadon lylltnu suc:h u PCS. The Company Ia unable to predict which of man y 

poulble future product and sei"Yiee o&'erlnJI will be Important to malnwn IU competitive position or 

what eapendJtW'tt will be raqul...d to develop an.d provide such producu and servlcea 

l~~a1aw' c-,.rtftlotl a • RtrtJt of • o..,., ~·1•' ~ ~ The FCC recently 

&ranted ATflrT'• petiUOOJ to be c:laul.8ed u a noo-dotalDitlt carrier In the domestic lllte:ntate and 

International owbu. which hu allowed A TarT to obtain ralued prlcinJ retlrlctlons and relief from 

other replatory c:oi\JtrllnU. lncludJn& reduced tarll' notice requlramenu. These reduc:ecl replatory 

requlremeoll c:ould make it euler for AT&T to compete with the Company. In addition, the 

TeleeommunicattoDI Act, whleh subscanttally revbet the CoiiUIIunleatlonJ Act. permltJ andla dedped 

to promote liddJdonal competition ln the lntl"Ulatt, lnttrlllte aod lntcmatlonal telecomrnunlcatlon• 

marlcetJ by both U.S.·bued aod fOrdiD eompanles. tndtad.IQJ the 1\800&. RBOCa. u well u other 

exlltiJIJ or potential c:ompedtora of the Compuy. have apiJeantly a.ore resout'Ca thaD the 

::Ompany. The Cornpuy a1ao Hptell that competltioa from camen willlnc:reuc In the Ntvre alocl& 
wtlh lncreuln& dercsulatton of tclccoDLrnl!nlcatlona marltcta worldwide. AI a raault of thete and other 

fac:tors. the.re can be no usu.ranee that the Company will c:ootfnue to eompete favorably In the (utura. 

See "R.lsk FKtora-PotentiaJ Advene ~ of CovenuDent Replatton~ and "-Sf1Dl8c:ant 

CompetitloD." 

Co...-a11Mnt Replattoa 

The Compuy provides lntemalfOOaJ fac:flfti-bufd and resale •ervfCel subJect tO the reJUICfory 

Jurladlc:tlon of the FCC. The Company a1ao may be aubJc:ct to resulatlon In forfl&n c:ountrlet In 

connection with certain buslneu ac:tlvltlet. For aamplt. t.he Compeny'• UN or transit apeemeou or 

anlnJCIIII!IIU. lf &D)', may be aiJ'Kttd by reauJadonJ In elthft' the t:nuulted or ttrmlnatin& forelp 

JurlldJc:tion Thera can be no &llllTIMe that the FCC or fort'lp eountrlet will not adope rqulatory 

requiNmentJ that c:ould advenely aS'c:ct the Company. See "Riak Fac:tors-Potenttal Advent Alreeu 

of Government R8Julatlon." 

MUrtl~ 

~ ~. The Comp&~~y m~ c:omply with the rwqulra~nu of eommon cs.rriaee 

under the Communleatlona Ac:t. lnc:ludJn& the oiJerin& of service on a non-dUcrimlnatory bub 11 Jwt 

and reuonable rates. 111d obtalftln& FCC approval prior to any UJipment of authonutlons or any 

transfer th J- or th /~~~:to eontrol of the Company. The FCC hu authority to enfo~ the 

Communication• Ac:t and ltJ rules u they may apply to camen auc:h u the Company either In 

proeeedinp lnltlated 11po11 lb own motion or In mponN to c:halltnltl by third pat11ea. 

The FCC hu ..abUihed dl.._,t levels o( repl.tlotl for clomlnaat and non-dominant eurien. 

The Company II elauil.d u a nonsclomlnant carrier for lntematlonal seMce. The Commullk:atloiU 

Aot and the FCC'• rultt require alllntematlonal camen. lndudJn& the Company. to obtain authority 



under Section i l4 o( the Commuhl~on• Ac:t prior to leuln& or acqulrin1 capadty. and lor lnlttlatlng 
International tolecommunfcoatlonl ael"'icea. Carrion muJI alto Ble al U.e FCC and maintain tari lfs 
contalnlnr; the rate1. terml. and eondltlon• applicable to their servlca. 11 well ., comply with vario;a 
FCC reportln& and eontTaeil RUne requlnment&. 1M trend at the FCC h11 been to reduce reJUlation 
and flcllltate competition. To that end. the FCC recently declam:l ATkT to be a non-dominant 
International carrilf. Nevot~heleu. an othe.wiH non-domlna~~t U.S.·bued carrier may be aubject to 
dominant carrier reauJatlolll on a tped!c International route If It Is alllllated with a f~ip carrier 
operating at the forelan point. The Coi!IJMIIIY hll no a!lllatloons that would subject It to dominant 
carrier treatment on any route. 

lnttm4tlon41 Srrolm. FCC rula require the Company to obtain fadlltlet·bued Section 214 
authorization to operate Ill ohanntb of communlcatloo vSa aatetlltet and undenea Siler optic cable~. 
ilnd Sec:tlon 214 resale authority to resell interutletnal Rl'\'lea. The Company holds both f.cllftlet· 
bued and resale International authorization~. lncludf.aa a ''alobal" Section 214 authorization that 
provide~ broad authority to c lrer twitched and prime llne loterutlonalaetV~eeJ. AI required by F"CC 
rules. the Company hu &leclao lntematlonal Wll ll'lth the FOC. 

The FCC lmpoJOJ few ~rfc:tlocu on the resale of International switched ael"'icu. The FCC does. 
however, limit the resale of' International prime lln01 for the provWon of awltched telecommualca· 
tioRJ JOl"'ica Interconnecte-d to the public Jwitc:bed networlc at one end or at both ends. aeoen.!.'y 
referred to., "private line reaale.M Private line resale II permitted only on those route• wheft the FCC 
hu found that U.S. c:aniera have equivalent opportunltJet to olrer lllmilar sel"'ices In the foreltn 
country. The FCC pennlts private IJne reaale to Canllda. the U.~~ Swedr,n and New Zealand a.nd II 
conslderinS appllc:atiODI for equivalency determinations Jn Auatralla. Denmark. Chile, Flnland and 
Me.xlco. lu a ruult of the reeent rlpln& of the WTO Aareement. the FCC may repeal or reviJe the 
"equivalency" lett and apply the moro Inclusive WTO atandudt. 

The Company hu entered Into ec;reemn~u with eettaln foretsn c:aniert to provide swtt.c:hed 
sen 'ca over leued U~~a. 'Mie Company bu -areed to pey a termination dwse to comp.ruate the 
foreiiJI c:aniert for tertnlnatioc the aervfet~ over their networb. It II poalble that the FCC would 
adopt the view that these uraaaemeats do not comply ll'ltb the prime lloe reaale policy and llllnc 
requlremenu that pntaln to certain carrier apeemenll. 1n that eYent. the FCC could. amonc other 
meuures. Impose a cease and dedit order and /or Impose Bn.OJ on the Company. There can be no 
11surance tht.t the FCC' a action In thll reprd. If any. would not have a material adverae ell'ect on the 
Company'• buslneu. 

Tho Company anut abo conduct IU lntematlona.l buslneQ In eompllanee with the FCC• 
International setdemeau po'lley ("ISP''). The ISP ettabluhe~ ~he perrnlnlble arranaement1 for ·u.s .• 
bued carriert and the fonrip correapondentl to settle the cost of termlnatinc u.c:h otber'• tra!lc over 
their raapectlve networlca. 'The precise term• of settlement an ..ublhbed on a cofl'flpoO!Cient 
ageement. also refened to u an operatina apeement. Amona other tm~~~, the operstlnc 1Pft1Mnt 
t~t~~bl!shc. tb~ typet of ..me. covered by the ec;reement. the dl~on of revtouea betwMn the curter 
that bllb for the eall and the carrier that tennlnateJ the oaJI at the other end, the frequency of 
aettlttmenll (I.e! .. monthly or quarterly). the currency In which :PI)'meDU will be mule. the formula for 
caleulatJna tralllc BOWl between countrin. technical atandudt, procedure~ for the settlement of 
dlJputttJ. the elrectlve date of the qrument and the te:nn of the ..,_mont. 

The ISP II detlped to eliminate forelan camert' lncentiY~e~and opportunltla to d.lammlna.te In 
their operattnc qreeme111111.1n0111 dllrerent U.S. earriert throqh MwhlpsawinJ." Whlpsall'lna refrra to 
the practice of a forelan canfer (avorina one U.S.· bued carrier 0¥01 another In eschance for an 
aecounlinJ. JettlenMmt rate ud/ or other tenn that be.adu the (orelp cvrfor but may othorwile be 
lnconJlltent ll'lth the U.S. public lnterett. Undn the ISP. U.S. carrion c:an only enter Into operatlna 
ap-eemenu that eonlafo the ume accountlna rate olrered to all U.S. carriers. When a U.S. curter 
negotiates an accountlna rate with a forelan eorrerpondent that Is lower than the accovntlnc rate 
olfered to another U.S. c:anier for the ..,... servfce. the U.S. c:anier ll'lth the lower rate mun 81e a 

41 



walvtr or a noiiBcallon leuer wllh the FCC. 1( 1 U.S. c:anler vetta the termt and condlllonJ of I U 

operellnll ..,...ment In addition co lowerina the e«ounllna rete, then the U.S. canler -.,•t requetl ,. 

waiver of the FCC'a rule. Unle11 prior FCC apptOVal II obtained. the amount of payment or 

- aeru-nt rate• antnlly lltUit be Olle hall of the atCOUntf .. rate. Carrien mUll obtain walven of 

the FOC't ruJ. If they wbh to vvy the aettlemeAt rate froat one-hall of th~ .-ountlna re.te. U.S 

evrfen IN abo 111bject to the principle Of proportiooale return tO Ul\lrt that competln& U.S. canten 

have ro\llhly equitable opportunities to rec:elve the return tra!lc from foreiJII corr .. ponden t that 

reduc:et the III&IIIDII c:osl of provldlnl International NMct. Consistent with Itt procompetll lon 

polfcies. the rcc prohJblu u.s. canitn from barplnlna for any apeclal con~lonJ from fortiP\ 

part:nen. 

The FCC II CUiftntly connderin& whether to limit or Pf'Ohlblt the prutlc:e whereby • carrier 

routes. throuah Ita &cllltlet In a third country, tra&lc: ori&lnatln& from one country and dnt lned for 

another country. 'Ihe FCC hu permitted third COUIItry c:aiUna where all countries Involved con~nt to 

the routiJII An"'"' nt11 (meued to u - tnllllliiiJ"). Under certaill UTS.D&emenu refen-ed to u 

-realin&.- tbe carr* ill the dett:ludOII COGDtry do. not contet~t to reeet¥~Aa traBk from the 

ori&lnatlJI& C'OWII.ry ucl does not rn1he the tldlc It ~vet &om the third country h actual!) 

orl&fnatlna froas a dlferent country. The FCC to date hu mtde no pronouncement u to whe1her re81e 

arranaementa comport either with U.S, or fTU reaulatlona. It II poutble that the FCC will dttrrmlne 

that reillna, u debecl. violet• U.S. and/or lntematfonallaw. To the extent that the Company'• cra&lc 

b routed ~ a tlWd country to reach a clftttaatlon COUJitry, A~Ch an FCC determination with 

respect to tran.J1tiaa Uld reiUna could have • awerlal lid"- ef- on tht Company'• bvslnett 

operatin& raulta ucllnancial condition. 

The FCC II coiUidtttna these and other International aervtce llluea In the context of ""eral 

poUcy rulernaldna proeeedlnp and In respotlM to Jpeci!c: pttftlont and appUc:atlont Sled by other 

lnteraadoul c:arrt.n. 111 ooe ..-t pro c..,tlnlo the FCC rtduclld nplatory ~~~ of 

nondomlnant lntemadOIIal teleeoauaualcedom tenic:e polltden llldl• t.h. Company. The FCC abo 
rec 11tly enacted c:ertala c:lwlps In Ita Nl• detfpecl to permit more lmblllty In Ita ISP u a me1hod 

of achlevlo& loweT COII·b..ecl ICC:OW!tlftl relet u more facllltiet·bued c:ompetitlon It permitted In 

forel&n marketa. Specilc:ally, tho FCC hu decided to allow U.S. c:anlera. aubJec:t to c:ertaln competltlvr 

...Cquanb. to propoae method.t to pay for lntematlooal c:all tmlllnatloo that 'deviate from tndltlonal 

bilateral ICCOillltln& rates UK! the ISP. While thla rule c:hanp may ptOYide more Bulblllty to the 

Company to reapond more rapidly to c:waes In the &)obal telec:ommunlc:atiocu market. It will alao 
provide tlmllar 8exlblllty to the Company'• compe11tora. In llddltlon, the FCC hu abo rec:e~ly 

proposed rt'\IUiona to Ita lntemadonal Nttlement "benc:hmulc" rat•, whlc:h .,. the FCC'a tatJC1 

c:elllnp for prices that U.S. c:anlera should pay to forelp c:anlen for termlnatin& U.S. c:alb OYeneu. 

Partially In order to c:omply with W1'0 atudarcb of"Mott Favored NltlouM and "Natloul Treatment." 

the FCC hu abo popoMCI that p1\IIU llue ruaJe bt permitted to C'OWitriet with accountiDI ratn 

wlthiJI the n- bnc:hma.rb .we~ If tho FCC hu not dec:ldecl that auc:b c:ountrlea ofer equivalent 

opportunltJes to U.S. c:anien. 'Ihe FCC's propoaal lt Intended to moYe Mttlement rates doaer to thr 

c:oru th&t would be rtlecteclln & c:ompetltl\11 lntematlonal telecommu.nlc:allont mulcet. The FCC's 

c:ontlnu ln& raoludoa ol wuea lu auc:h poceedinp etcher may f.C'!Iltate the Company' a lntematlonal 

buslnc:sa or lldvenely afec:t the Company'• lntemadonal buslntll (by, for eumple, llbeNIIdna 

requln:menu that pcedoiiiJaately afoct l.araeT c:anien). The Compan~· IJ unable to prtdlc:t how the 

FCC will reJOIYo ptDd1aa International policy llauea or how tuc:h rtJOiutlon will dec:t Ill International 

bwlnesa. 

lntematlonal tet-nlunlc:atlOM MJVIc:e provfdtn are reqvlrtd to 8le copies of their conii'ICU 

with other c:amus. lnc:lud!na operadiiJ ..,.._,. ... at the FCC wlthlu 30 days of esec:t~tloo. The 

Company hu Sled both olltl opertliqiCJ .. _U with Eu.ropeea c:anien (tnclud!na .-ountln& rate 

temu) with the FCC. 'Ihe FOC'• Nlea abo require t.h. Comp~~~~yto periocUc:elly lie a Ylltety of reporu 

repnlina Ita lntemadoeal trdlc: lows IDd ,___ UK! - of International fadlltles. The FCC b 

enPJed In a rulemeldq pi"'CMdiqln whlc:h It hu propoMd to red- c:ertaJn l"'l'portlna requimDenu 



or common camera. The c-p.oy l.a vnable to predJct the out- of this proceed.IDJ or lu ~rect on 
the Company. 

,_.,. ~ Mil ~~~loftl. 111e CommiiAieatioot Ad Umlu th~ ownenhlp of an entity 
holdJna a nwflo license by oon•U.S. cltl.elu, fomp corporations and fomp aov•mmenu. The 
Company doe1 not cunently hold any ra.dlo lleenea. Althouah th•se ownenhlp reJtrietloot currently 
do not apply to OOO·radio &dlidee. JUdi u lber optic cable, there eu be no UIUI'Uice that 1uch 
rutrfctloot will not be lmpuMCI on the opendon of DOD·nwflo fldlltfa used for the provl.alon of 
lotenatiooal servtcea. The FCC a1Jo replata the uteot to wbleh U.S. lntematJonalservtces camen 
may bftome aiiiJaled with fomp canWn. U.S. catrien mUll report to the FCC a 10. ownenhlp 
a.!lliadoo with a fordp carrier and may be repl.led u a domtout carrieT on spedSc routes If It hu a 
~ or more all11adon wfth :s forelp canier. Under evrrnt FCC rules, forelp·a£llated camen may 
abo be aubject to the P'CC'a •dectlve COIIIpetftfve oppommityM lett, which examines. In determining 
whethn the foretp c:an1eT or Ill allllate may provide Jervtca In the U.S. market. the eJtent to whlc:b 
U.S. camera..,.. alorded el'ectlve competitive oppommltlet to compete for lllce services In dettlnatlon 
c:ouotria when tl.e fontp can1er hu awbt power. The Compuy does not t'llrrently have lily 
forelp aSIIWJo.u, but theft CUI be no -~ that theta rula will not prevent the Company from 
lmplementiiiJ Ill buaneu plans In the fvture. Woi'IIO\'er, the FCC hu propoted new rules that 
lmJil-ot the WT0 Apw-t by, a-a other thiAp. relul.ai the Umltatloo on ~entry of forel&Jl 
catrien from WfO.Mealber COUDtriet toto the U.S. awbt.. 'ne:re CUI be no UIUI'Uice thai the FCC 
wlU .dopt avch rule clwiJft, 

~,.....,..._ 

UnUMl ~ Ill th.e U.K.. the Compuy'1 ~erv~- lftllllbject to rqulatlon by the U.L OIBce 
of Telecommualcat.lou. The UL aenerally penallJ competfdon In all ~«ton of the telec:ommuntca
tfon• multet, aubjec1 to IJH1111na ~meoll and llcaJO coocltdoJu. llldfvldual lleenaea (wttb 
standaro coodJtloDJ) 1111 required for the provlAon of fiCillt*-buecl nMcei and for the pi'OVWoo o/ 
ISR servte. over leued IAterudoul MMe. The Coepeay bu beeo puled 1SeetiMS to provlct. ISR 
ud loterudon&l fadlldet b.aed ~ -ciCII to all bucrutiotW po(Dll &om the UL lmplelMDta
tfon o( theM lka.. would peraUt the Co.puy to eapp Ill cott4ectlve routl!IJ of tn.IBc between 
the U.S. and the ULand b.yoad. a-. tbe Cooapuy II tabject to c:erta111 cooditJocu that~ 
llmtt Its ablllty to PI ooide the lowett cott ..me. to certain eow~tri• thu would otherwlae be pouible 
absent the OOQdltiou. Ill addldoe, there CUI be 110 _,..,ee that fvture cbuaea In rqulatlon ud 
lOvemmetlt will not have a material ectv- elrect oo the Company'a bulinen. open.tina raulu and 
6nandal condltlot~. 

Otltrr Cowstn.. 'l1le Company plaN to lnltille i variety ol eervlcel In eertaln European 
c:ountriet loc:ludlll& Je1aNm. F..- and C.. y. "nae..., oiea wtlllllclucle va!P...&ied servkelto 
doted UJet P'OUPI and othet' voice Mn1cet 81 rtplatory ltbenliudon In thOH c:oualries penlliU. 
These a...J Other COUDtries have ~ plant or adopted laws to penult vuytna levels of 
wmpedtJon In the teleo: a -IIAkatloel mutet. Under the tmM or tbe WI'O A.peement, eoch or the 
slanatoriet hu committed to opnl.oa Its tel«ommunloatlODJ nwbt to competftfon, forelp owner· 
shlp and to adopt meuuru to protectltplDJt utkompetltive behavior. elrectlve ltaltina on January I . 
1998. Althouah the Compuy plans to obtain authonty to provide Nrvlce uodn c:wTent and futvre 
laws of thaN countries, or, where permitted, provide Jervtee without pvemment autboriutlon, there 
can be nu usu..- that forefp laws wt1l be adopted and lm&He-ted ;mMdlna the Company wtth 
ei"ectlve practical oppoi tunfdes to COmpete In tbes. COUDtri ... ltt4CH eo~ CT. there CUI be DO U1111U1Ce of 
the nature and pece or IJberallution In uy of these nwbu. The Company'• Inability to take 
adVIIItaae of AaCII llbetaliutlon could beve a matutal ad,_ a6et on the Company's ability to 
elpf.lld Ill Mrvlcoes U plaaMCI. 

&mpi01Mt 

AJ of t.tarell 31. liiiJT, the Company ltJDI)Ioyed 115 fuD.Ume employees. The Company b DOC 
subject to any collecdve ba.rplalDI IIJ'"1MOt and It believes that Ill relationship~ with lu employ~et 
are good. 



Pn>pertie 

The Compa.oy'a prindJI«) of!ea are loc:a.ted ln Suta Barbara. Caltfomll ln four fldlltiea pi'"OVIdlnjt 

an qpepte of approximetely 17,659 rqaue feet of ollc. spe.ce. Approlima.tcly 5.332 aquan fw of 
thb oiBce ~p~~ee II leued J~WAW~t to two '- tblt both uplre In July 1998. The ~mainlnlt 
approximately li.317 aquare feet ol oh 1p11ee b loceted ln two bulldlnp and Is reoted by the 
Company plli'IU&nt to a'- that apU'ft In June !003. The Compa.oy tho leuea approlirnately 16.595 
tquate leet of ~pece for Its twltc:hinaladllty ID Lot Allples. Caltfomla under a rubleue and a leare 

upirbiJ ID Apr112006. approxlma.tely 7.02.2 lq\lll'lfeet of IJIIICt for Its awltohlna fac:lllt y In N- Yor~. 
New York under a leue uplrUla In April 2006, approiJJNtely U67 aqua.re feel of apece for Ill 
rwltobbla f8d1Jty In o.Iw, Teua uodeT aleue uplrlt~aln M&roh 1007, and approlimately a.ooo square 
feet of JJ*e for Ill awttehlqladllty ID Loodoo. Enal•od under a leue e1plrin& In July 2006. The 
qpqate &dlity laM paymeell JUde by the Compuy ID lle5 were aMI.W. The Compa.oy believer 
t.hat all otheT terms of tbe '-t are ~ COIIIIIIe!'dally ,..._.,le other temu that are typlc:ally 

fouod ID --ul JeM. Ia each o( the rapectf¥1 areu In which t.he Compa.oy leaaes spare. The 

Company belieYes that Ill Eadlltitt are adequate to aupport IU c:unenl need. and that additional 
fac:lllties will be available u needed. 

Ill February l811e. the Compa.oy Sled an ICtlon In Santa 8ubara County Superior Court ..,.hut 
Communlc:atlon Telttyltnll llltemational (NC'T'S"' ) -ldr· n.o million In da.maaes for an allqed 
breac:h of two c:ontrac:tJ wttb crs. The Company claims that crs failed to pay amounu due to the 

Company and mede eertaiD dernancU that CI'S WU not entftJed to make under the C:Ontl'let and that 
C'r.J then repodiated tbe c:OIItrac:tJ. crs lied a aeparUe ,ledcm lp!Dit the Compeny, _ldn, to 

reeo•cr UqWclatecl d• ps o( M.O miWon for the Company's alleaed brnch of one of the c::~ntrac:t.t.. 
CJ'S c:laiJDs that It b ndtJed to UqWdated damqes U a result of the Company' I faJiuN to deliver an 

increued cub depottt. 1be Coalpeny WU putocf 1W1U111tY jodplcnt 011 CTS'1 Flnt A~nded 
Compb.!Dt dalms oa Nay lt. llt'7. The Coalpuy IAtnda to pul"fU Ill c:lalm aplrut CI'S and to 
vfso.--sly dc£cad ....... uy poteattal ~by crs. There c:u be no auutallce, howcver. that the 
Company wiD prevail either In IU c:ollec:Uon ol damacn or In der.ndln& apJDit aay potential appeab 
by CI'S. In addttSo11. whctbeT or not the Company b ever able to c:ollec:t Ita d.amacn or we~ to prevail 
In any potnttal appeals roc:h c:ollec:tloa proc:ea and appcali c:ouJd be time c:oMUmln& and c:oatly. 

# 

Ill Warc:h llt'7, the Company lied aa ac:tfoa lA Suta ll&rbva Cowlty Superfor Court lplnst 
NctSootc:e, IDe. (r-riy WTC Teletnaaaccmeot Corporation) ("NetSourt'ew) lftldn& ~prodmately 

•1.11 mil~ 1.. cWaac- for an aJJepd breach o( a c:ontl'let with NetSouree. The Compa.oy c:lalma that 
NctSoWH failed to pay amounu d~U~ to the Company. There ean be no a.uurance. however. that the 
Com~y wiD prev~JIIo lb c:ollectfoo of damapa. 1n addlt1011, whether or not the Company b ever 
able to c:ollec:t Its damlpa. auc:b c:ollecti011 proceu c:ould be time c:onrumlnJ and c:ostly. 

In June llt'7, UlllYUI&.I CommuokattoDJ Nctwo~ ("UCN") lied an ac:tfon In Lot An&eler 
Slq)Crior Court ~lb. Company al1qio.a that It bowed 1!180.000 for JCtVIea rendered to the 

Company and -Jwaa da"''l" In.- o( 15.0 mUJion bued upon a number of tort and eontrac:t 
c:laJIIU. While the Compeny hu aot yet rapondcd to UCN'a c:omplalnt. the Company bcUevea thai 
UCN'a c:laiJDs are without -*t aad IAtncla to YiJorowly defend thb ac:tfon. HowCYer, aloec llt iptlon 
IJ -ao unpredic:table ptoc:.l. t.Mre c:u be no a.uuranc:e that the Company will pr.vsil In thb ac:tlon or 
that any liability renlt1111 from auch c:lalnu will not have a matiTial ad¥trw efec:t on the Company'• 
reaulu of os»ratlocu. 



Ollccn IJNl Dlrecton 

The otBeen and dlrwcton of tht Compuy. and their 11• u of Mareh 31. 18117. are u follows: 

"'- 9! 
Christopher E. Ecl,~mb . . . . . . . . . • 38 

Mary A. Cuey(l) .. . .. .. .. .. .. .. .. 34 
O.vld Vauo Criui:tly ... .... .. .. .. .. 33 
James E. Kolmld ...... . . . • . . . • . . . . 52 

, ..... 
Chief Eaec:uttve otllcer. Chairman of the 

BoNd and Dlrecior 
Praldeat. Secretary and Dtrec:tor 
Eaec:udve VIce Prefldent-Sales and Marke1Jns 
Eaec:utlve VIce Prefldent-Operatlons and 

JeeUy D. Enos .................... . 
En.lineer1ns _ 

38 ChlefFinanclal otllcer. Treasurer and 

Cordon Butchlns. lr.(l ) •......•.•. 
John It Snedepr( )(I) ......... .. 
Roland A. Van der Meer(l ) (I ) •.•.. 

( 1) Member of Audit Committee 
(I) Member of Compauatioo ConunlttH 

Aubtaut Seeretary 
47 Dtrec1or 
47 Dtrec1or 
38 Dlrec10r 

~E. ~ co-found.d the Compuy Ia September 111D3. aerved u Praldent of the 
Compuy until January 1808 and lw eerved u the Compuy'a ChtefEaec:ullve otllcer and Chairman of 
the BoNd Iince January 1808. Mr. Ecl,ecomb hu becD a Director of the Company since Its Inception. 
Prior to that time. Mt. F.dsecomb wu a foucl« and the Eaeevttve VIce Praldeot of Wert Cout 
Tel~mmuolcatjons ("Wcr'), a wlon·wkle Ions distance ::arrler, from Auawt 1118e to Decilmber 
19114. Prior to foWIC!iaa WCf, Mr. Eda~mb wul'reJidmt of Telco PlannlnJ. a tel~mmuotcatioru 
conli '.ttns &rm. &ota January 1118& to July 198e. Prior to that ttme, Mr. F.da~mb held senior level 
a.les and ~petitions with TMC CommuniC8tlona. Amerieu Network and Bay Area Teleport. 

AUty A c..y bu beeo a Dlrector ud Secretaty of tH Coaapuy lfDc:e co-fovndln& tho Company 
In September 1fle3. and lw eerved u the Compur'• Prnldeot liDce January 18116. Prior to that time, 
~ Cuey wu Dlrectcw of Cuatomer Service at WCf from December 18111 to June 18113. and terved u 
Dlrecior of Operator Servlcea at c.1l Ameriea. a looa dUtance tel~mmunlcadons company, from 
May 11188 to Deeember 18111. 

Dorold v- er-ltf lw aerv-d u tH Compe;ar'• Eucutive Vlc:c Praldmt-Sales and Markettna 
IInce January 1808. Prior to that tt-. Mr. Cnunly leJ'Ved u a conwltant to the Company mim 
Novemh.r 111115 to January 1808, wu VIce Preddaot of Carrier Sa1ea of Dllltal Networic. loc. from June 
111115 to November 1808 and wu Dlree1or of Carrier Sales ofWCf from June 18112 to June 18115. Prior to 
Jolntna WCf, Mr. Crumly aerved In varfoua a.les and marketlns cepacllles with Metromed.la. a lona· 
distance company, from September 11190 to June 1992 and with Claydeat1. a lona-d!Jtance company, 
from Mar 1987 to September 195. 

}amu £ IColnvd bu aerved u the Company'a Eae..'Utive VIce Pretldent-OperatJons and 
Enstneertna IInce September 18116. Prtor to JolDIDI the Compuy. Mr. l[olsrud wu an International 
tel~-unlcetlou COCllllltut from Nareh 1111115 to September 1M. I'rior to that time. be wu a VIce 
rr.ldetlt. Corporate EAiloeeN& and AdtalllbtJwtfon of IDB Commuo.Jeatjons C..Oup, lnc. c·ms·). 
an lnterudonal -uolcadona co~~~pu~y, from Odobe1- 111811 to Mueb 111115. and prior to that time. 
he wu Prealdent of the lntematlonal Division of IDB. 

K.Uv D. ~ lw aerved u the ComJ~Ur'• Chief Financial otllcer Iince Ducmbcr 1M and u 
Treuurer aDd Allbtant Secntary ~~- Aprtl Uln. Prior to that time,~ Enoa wu an Independent 
COD.IUitant Ia the mm:huat buldztt le&d frocn February 1M to November 180e and a Vice President 
of Fortune Flnaodal. a mercbaot buldo& lrm. &ota April 18011 to January 18116. ~ Enot aerved u • 
VIce Prestdent of Oppenheimer 6t Co .. Inc .. an lnvettmat bulc. from July 1~ to Much 111115 and a 
VIce Pralde.nt of Sutro 6t Co., an Investment bank, from January 18111 to June 18114. 



Gonkwt Htlldtbv, y. lw MIVed u 1 Director oitbe eo.p...y sl11ce January 111116. Mr. Hutchhu 

hu been Prerideat of CH As~lata, a man-.eiMat tonruldQa tompt~~~y, riner July 1089. Prior to 

foundln& CH Auodatea.. Mr. Hutc.hhu rerved u Praldeot Uld Chief Eztc11tlve otllerr of ICC 

Tel~mmUDJcallonr, • competitive acceu provtcicr. ud held enior man.,I1MIIt poritlonr with 

several other tompanl .. In tbo telecommunlcatioiU lndu.rtry. Mr. Hutc:hlns serves u a dLre-c:1or of 

UnJtecl Dllftal Netwotk.lllc.. •loa& dllltiAc:e tti-UIIIcation t company. 

}olm ft. S1.dlpr hu aerved U 1 Director of the Company ll11ce Jenuary I* "fr. Snedepr lw 

been the Prerident of United Dllftal Networlc. Inc., a lona dilunce tel~mmunicallons c:ompany, 

riner Juu 1990. Mr. Saedepr MJVet u 1 dlrec:tor of StarBue Corpontlon. 1 toftware d-lopment 

tomp&ny. 

ftolond A. Van dtr Mar hu ~erved 11 • Dlrector of the Comp&ny tlnce July 1*. Mr. Ven der 

Meer lw beea a parbler with PvteclllDtemadooal. 1 venture aptal Inn. IInce April 11183. Prior to 

that time, Mr. Vender Meer was a J)IUtDer with Cotlununlc:atlonr Venture• from Aprfl1887 to FebNuy 

I~ 

Board ComposltJo11 

The Comp&ny c:vneotly bu aathorUed Je¥eD dlrecton, ud lve aetiq dlrecton. ln accordance 

with the terms of the Compuy's c.rdlcate ollaoorporatioo, upoo the c:lotiJII of the oferlnl the 

terms o£ o&lce of tbe Bovd of Dil'ecton will b. divided IDto three c:W...: Out l whose teml wfll 

up(re at the annual meetiJ11 of ltocltboWen to be held ID 1M: C.. D. whoM term will ezplre at the 

annual meetilla of stockbolden to be held ID lt88; ud 0... m. whoM term will ezplre at the annual 

IM1rtin1 of stoc:Jcholden to be held ID 1000. 1\e a- I cl.lr6don are Cordon Huteblaa. Jr. and Joho 1\. 

Snedepr, the C1aa U dlreeton are Rolud A. V111 der Meer aad Mary A. C...y. and the a... m 

direc:tor II Ouutopber E. Edl-b At aeh UlDual meetbla of stoc:kholden after the Ini tial 

dauiBc:adOII. the .-n to ctiredon wlloM ~ wiD t.hen npQ-. wtll be el-.:tecl to eerve from the 

lime of eledt.oa and qulilc:edoa u11dl the third 111nual meet1111 followlna eleetlon. Thb eluaJic:atlon 

of the Bo..td of Dlredors _, have t1te er.ct ol dele )'Ina OT ~ttaa cb~ In coat.rol or c:haftaes 

In manq-at of the Compuy. See '1Usk Faeton- ADd· takeover Uec:ta of Certllc:ate of lncorpora· 

tlon. Bylaws and DelaWIN ,Law" and "Deteriptlon of Capital Stock - Anli·tabover Efec:ts of 

Provirions of the Cenile~te ollaeorporation. Bylaws ud Delaware t.w." 

Each oflker It elected by ud sene~ at the ditc:r-edoD of the Bovd of Dlrec:ton. Each of the 

Company's oiBeers ud dlrec:ton, other thaD DOHIIIployiO dirwton, 4tvotes •ubrtanlially full tfme to 

the a&Jn of the Cotapuy. 'l1ae Compoay's- rh"" cllrecton dr.ote avch time to the a&Jn 'o1' 

the Company u It a-.y to dUelwp dwlr daties. 11ten - no faaUy relalionrhlpt amona any of 

the directors. ollcen or lrey e.ployees of the Compuy. 

Director Colli,....._ 

The eo .... pm;'a noa-emp&oyee dlrecton f'fCelve 11.000 for ucb Board IIIHtfo& attended and 

Sl,OOO for each telephoa$e IMnliiiHtf.QI. lA eddltloa. eec:h non .. mj)ioyee dlrec:tor II rdmbu:ned for 

out-of·poc:ket cxptiiMI lac:urnld In coanec:tioa with attendance at moet11111 of the Bovd of Dlrec1on 

and Ill c:ommltt..._ lD 111M. Weun. Hutdahu and Snedepr -re each putecl stodc optlona to 

pure: hue 10.000 ahu. olthe Compaoy's Con- Stoc:lr.lD 1W7, Meun. HatdaiiU. Snedepr and Van 

der Meer were each sraated ltOdr options to~ ! .000 .Lam of til• Compufa Common Stock. 

See "Cert&111 T~Tf'IDJIII:tioiU with Outside Dlrect~. s." 

Euc:uttve Com ,....doe 

The foiii'Win& SUJDmuy Coalpentatjoa Teble ..U forth tbe C!OIIIpeuatfOD ~~mecl by the Com· 

pany't Chief Ezec:uttve Ollcer aed low other aec:vtfve o8lcera wko eamed (or would have eamecl) 

salary and bonus In - of 1100,000 for M1'Yieel rncleNd Ia ail c:epKitla to the Company 111d Ill 

•ubtldlarles for the a.c.1 year eaded DecembeT 31, 11108 (the "'Named otlc:en"). 



H-. .... Pw;t!dpol holtlea 

~:r~e!ti~~~ ~d· Chai~ ·~i ih; ·~ 
Mary A. Cuey ...... ... ... ... ................... . 

President and SeeftltU')' 
John D. Mancil . ..... .. .. .... ....... . . .. ........ . 

E&eeuttve VIce l'relldmt-sTAB &&rope 
David V aun Crumly . ••. •. •... •• •. •.. . ••. ••.••.• , • 

Executive Vk:e Praldeut- s.la aDd Mubtlna 
ICeUy D. Enot . .. .. . . .. .. .. .. .. .. • .. .. ......... .. 

Chief FIDanetal Ollcet, TreuureT aDd Aallt&Dt 
S«reta.ry 

A• .... c-, < ....,.,., 
f360.000 

15e,OO{I ) 

160.000(4) 

1188.001 

LUOO{e) 

...... y.._ 
c..l ...... 

A .... .......... =.1:1 All au-
c .... ,,, 

0 I UIJ(l) 

0 15.023(3) 

400.000 4,000(5) 

200,000 3.820(3) 

75,000 0 

{1) Con•"h ol Ufe lDfti'IDCe ud lla1th Uw&rance pmaiWN peld by the Company. 
(2) Ms. <Asey'a anual aa1ary b cwm~tly let al 1185.000. 

(3) Colllilb of Ufe lnJun.Dee and health huurance premium~ and • ear ..t.lciwanee paid by the 
Company. 

{4) Mr. Manch joined the Company to May 1M ad ralped u Uec:\ltlve VIce Praident-sTAR 
Elll"'pe efecttve January 30, letn. 

(5) ConsfJtJ ola c:ar alJowaD.ee paid by the Company. 

(6) Ms. £not joined the Company In December 19116; her annual aalary b cummtly tel at 1150,000. 

The foDowiiiJ table eoatalnJ lnfonutlon coneerotq the ltodc opdoo pntl made to each of the 
Named Oficen named below for the year eftCied December 31. Jell&. 

Opdon Crab In lAn F'-1 Y-
-...u I C...... ...... ., 1lf11Tetll ~ ........ . .... eon:.':,, .. •"'--' u.-4,., "'-.... ._., ..... 

rn.• II x·· '· s ·~'-
........ 0.0..::'-1'1 .......... --=--N- i•! · """",_ i"•l R ill '"1'1 

John D. Manc:h . ..... . . .•.. 200,000(1) lUK 12.00 Oi/ 13/00 1251.558 1631,WI 
200.000(3) lJ.IID 2.00 04/ 30/00 251.558 637,4V7 

Davfd Vaun Crv111.ly • •••• •••• 180,000{4) 11.60 l.llO 01111 /00 188.802 430.310 
10,000(5) loti 3.00 05114/00 37.734 85,625 

ICeUy D Eno. .. .. . .. .. .. . . . 'm.OOO(O) 4.33 UD 12/09/00 386.770 860,152 

( 1) The 5" and 1~ ~ annual m• of compounded atoek pne. ~oa are mandated by 
rula ol tbe S.Cartdel aad JWreh•D&• CommiMion. 'nlue ean be ao uaurance provfded to any 
executive olllc:er or ay other holdar of the Company'• teowitl~ that the actual 11oek price 
appredatSoo OYV the 10-year optjon term wtU be at the .,.,umed 5" and 1~ Ieveii or u any other 
debed level. UnJe.. the -ut pioe of the Common Stock ~over the optioa ttrrm. no 
value wtD be reUiaed &- tho opdon pub lll..t. to the ueeu.tlve olllcer. 

(2) M.r. Marteh beeame Yelled ln 100,000 of the opdon ah~~et on Mueb 1. lWT. and. puniWit to 
Mr. Maneh't revfMd -ploymnt ..,..._t with the Compuy, th. remalnlq 100,000 optfon 
tbuw .... forfeited. 

(3) The option .. (u1ly vetted ud eurc~Abl .. 

47 



( • ) The option b vnttd and acrclMble with respect to eo.OOO of the opdon a hares and become. fully 
vnttd and exercbable with rupect to the balance upon the dos:bla of the ull'crlnJ. 

(5) The option b vested and exerdnble wit.h rctpect to 5,000 of the option shares and ~mn 
eserciable with respect to the ba1ance In three equal annual installments on December 31, 1997, 
1998 and 1999. respecUvely. 

(6) The option becomes aerciJable In four equal annuallnrtallmenll on December t. 1997, 19911. 1m 
and 2000. reapectlvely. 

Agrepte Option ElerdMJ lA Lilt Fbeal Year and Fbeal y..,..£nd Option Values 

No optlont weTe exerciled by the Named O!Bccn for the SJCal year ended December 31 , 19116. No 
ttock appredatlon riaht1 WeTe aerctted durlnJ such year or were outstandlns at the end of that year. 
The followlna table seta forth certain Information with rctpect to the value of rtoc:k ortlonJ held by 
each of the Named oeeen as of December 31, lee&. 

FUaJ y..,..Ead Opdoe val-

~ 

John 0 . Manc:b • ... . . . . .. .. .. .. .... . •...•..•.• 
David Vaun Crumly .• . •. . ........•....•.• . . . .. 
Kel.ly 0 . EDOJ . .. ... . ... .... . ... . ..... ....... .. 

200,000 
65.000 

0 

200,000 
135,000 
7S,OOO 

Volw ol V- tlo.t 
I ..ct...._,. 

Ort'-ut n.&M(I) ( I ! 
........... U ' rl'r 

tl.520.000 11.520.000 
s1e.ooo 1.011.000 

0 105,000 

( 1) Bas~ on the fair awket value of the Compuy's Common Stoc:lc at year•nd (IUO per tlwe. as 
determined by the Company's Board ofOirecton) leu the am:ile price payable for tucb aht.res. 

Compallldoe Com.mln.. latlriocb uclbadder PutfclpaUoa 

The Compelll&tion Committee of the Company's Board - fonneclln May 1896, and the memben 
of the Comperuaiion Committee are Conlon Kutehlnt. Jr .. John R. Snedepr and Roland A. Van der 
Meer. None oftbete Individuals was at any dtne durlns the year ended December 31, 1996, or at any 
other time. an oileer or employee of the Company. No member of th.e Compentltion Committee of 
the Company ICI'Yet as a member .. r the boatd of dlrecton or compent.atlon committee of any entity 
that bas one or IDOre uecutlve ollk:en serv!Aa as a member of the Company' a Board or Compe.ruat!tin 
Committee. 

111117 Omnlb ... Stoek l_tf.,. Pla.D 

111 ... Company's 11187 OmnJbUJ Stock laC!flltlve Plan (the MOmnlbUJ Plan") wu adopted by tho 
Board of Olrecton on January 30, lWT. aubJeet to atockhoi4Ur ~ as the ~UCC-r to the 
Company's 180& Suppl-ntal Option Plan (the MSupplemeutal Plan") , The Company has reaervecl 
1.500.000 sh.,.. for lau.ance under the OmnlbuJ Plan. This share retei'Ye b coml)rUecl of (I) the 
1.000.000 aJw. that We1'e available for IINance under the Supplemental Plan. plllf (II) an lnereue or 
500.000 abare:t. AI. o( Much 31. LWT. no aJw. heel been iuued IIJide1' the Omnfbul Plan. opdont for 
466.827 dwet wen~ Cl'llbWM!Jna (from the Supplemental Plan) LOd 1.()33..173 aharet ~malned available 
for future put. Shuw o( Commoo Stock aubjcet to outstandln1 optlcms. lncludln1 optlom p-anted 
under the Supple-tal Plan. which uplre or tetmlnate prior to aaercile. wiU be available for future 
wuance under the Om&Ubut Plan. In eddltfoel, lf 110ck appreciation rfpts ("SARI") and stock unlu an 
settled under the Oanilnu Plan, then oaly the number of sbua aetvally lulled In tettlemeat will 
reduce the nl&lllber of ahara aVIIilable (Of' hatvra luuance llndtr th1a plan. 

Und~tr the Omnlb ... Plan. emp&oyees, outslde direct on and contUltants may be awuded optlooJ to 
purchve shares of ComiDOD Stock. SA&. restricted dwet LOd 11\oc:lc units. OptfoiU may be lnceati~e 



stock options des~~ to satisfy tectlon <122 of the lotemal Revenue ~ or nonstatutory stoclc 
options not desiJn~ to meet au~h requlrementl. SARI may be awarded In combination with options. 
reatrfcted tbaret or ttock unlta. and filCh an award may pniV!cle that tht I"'IJ will not be •••rcbablt 
unleu tht rtlattd opcionJ, rtltricttd thtrtt or ttock ulllb are forlelted. 

The Omnibus Plan will b. administered by a committee desJtnated ~the Board of Dlrecton of 
the Company and comprtsed of two or more dlrecton (the ''Committee'') , Tbe Commlt1ee hu the 
complete dbcretlon to determine whlch eii!Pble lndJvlduaiJ are to remve award.: determine the 
awud type. number of share. subject to an award. vesdna requirements and other features and 
cond.lt lona of such award.: Interpret the Omnibus Plan: and make all other decisions relat1n1 to the 
opera.tlon of the Omnibus Plan. 

The exerc:be price for options panted under the Omnibus Plan may be paid In cub or In 
ouutandlnJtshares of Common Stock. Option• may also be eaerc:lled on a cashless bub. by a pledae of 
shares to a broker or by promiJsory l!ote. The payment for the awvd of n-ly iuued restrict~ shares 
will be made In cull. If an awud of SA lb. stock units or rettriet~ share~ frvm the Company's treuury 
is grant~. no cuh consideration Is required. 

The Committee hu the authority to mol!fy, extend or 111wn1 ouutandlna option• and SARs or 
may accept the cancellation of out.lliUidlq Option• and SAJ\t In return for the JrU~t of n- options or 
SARI for the sune or a different number of shares and at the aame or a d ifferent eaerc:be price. 

The Boud may cletermi~~e that 111 outdcle clliec:tor may elect to remve his or her annual retainer 
paymentl and meetinJ fees frvm the Company In the form of cuh. optlom, reltrieted shares, stoclc 
units or a combination thereof. The Board will decide how to determine the number and terms of the 
opt! ns. restricted shares or stoclc unite to be pant~ to outside dlrecton In lieu of annual retalnen 
and meellna fees. 

Upon a cbanp In COGt.ro~ the CoauNttee may dttennme that an optioo or SAR will become fully 
ex.erdsable u to all sbaret aubjec:t to fUCh option or SAR. A cbanse ln control Includes a meraer or 
conJOllclation of the Company, certain chaDaes In the composition of the Boud and aequilltlon of SO.. 
or more of the combm~ votlnJ power of the Company'• outst&odJnaatock. ln the event of a meraer or 
other reorpnlz.atlon, outltandlng optiona, SARI. restricted .bares and stoclc wliu will be subject to the 
agreement of mercer or reorpnlutloo, which may provide for the utu.mpdon of outnandJna awanb 
by the survlvfn& corporalfon or 11:1 pe.rent. their contlnuadon by the Company (If the Company II the 
aurvlvfng corporatlon), accelented vestlna and accelel"lted uplratlon, or Jettlement In cuh. • 

The Boud may amend or terminate the Omnlbu. Plan at any time. Amendmenu may be aubject to 
llockh!llli!'r ~r;lroval to the extent requ:lred by applicable laws. In any event. the Omlllbw Plan will 
terminate on January 22. 2007. Wl1eu aooner terminated by the Board. 

1996 Oub:fcle Dtr.ctor Noll.lt.ltutory Stoclc Option Plan 

The Company'• 1996 Outside Director Nonstatutory Stock Option Plan (the "Dlrector Plan") wu 
raUfled and approved by the 8olld ofDirec:ton u of May 14. 1896. The Company hu ..-rved iOO,OOO 
shares of Common Stock for lan&ance UAder the Director Plan. AI of March 31. 11197. no 1hara had 
been luu~ under the Director Plan, optlonJ for 55.000 ahares were outstandlna and 145,000 aharea 
renu&lned available for future pant. If an outatandsn1 option ap(ru or terminates unexerc::IJed. then 
th~ shares subject to such option wtll q.aln be aval.lable for wuance un.der the Director Plan. 

Under the Dlreotor P!an. out.alde d.lrec:ton of the Company may reeelve nonatatutory options to 
purchue shar .. of Commcm Stodt. The Dlrec:tor Plu will bit Nlmlnlatered by the Board or the 
Compensation CoiOIIIlttM (known u "Plan Admlnlrtrator"). The Plan Administrator hu the discre
tion to determine which ellaible lndlvlduala wiD receive optiom. the number of shares 1ubjeet to eaeb 
optlon. vestJna requirementl and any other tenna and cotldttiont of auch optlon.t. 



n..., eam:iM prf~ for opdooa pntecl undeT the Director P1aD wtU b. at leut as" of the faJr 

market value of the Conunon Stoclc oo the option pant date, .hall be 11" ol the faJr market value of 

the Com.rnoo Stock on tbeoptjonvaatclltelfthe option II panted to a bolder of more than J"ofthe 

Common Stock outJtandl"' aad .uy bt paid In cuh. check or share~ o( Commoo Stock. Tbe u~ 

price may tlso be paid by caahleu eurcllt or pJedae of slwft to • broker. 

The Plan Admlallttat:or may modify, ateod or renew outataudlna options or 11C«9t thl! aurre:nder 

of auc:h options lo exclwlp for the pant ol new opdOtU, subject to the conaeot of the afected 

optionee. 

Upon a chanJe In contl'OI, the Bottd may ~lerate the uen:isablllty of outstaDc~Jn, opdoru and 

provide an eaerdle Pftiod durlDJ wbkh •uc:h eceelerat:ed optlooJ may be uef'CIIed. The Board abo 

hu the discretion to termlllalt any ouutandiAa opdoDJ that had bee1l ecc.lerated aAd had not been 
eacrdJed durfq filCh u.m.e period. lD the evtDt of a maspr of the Compuy l11to another 

corporation In wbkb holdera o( Commoa Stoclc ~ve caah for their ahara. the Board may aettle the 

option with a caah paymnt equal to the dl&raee betweea the aerdle price and tbe amount paJd to 

holden of Common Stock pumaant to the merpr. 

The Board may ameDCI or tmnlutt the D!Nctor Pla.D a& lily IbM. lll any event. the Dlrwctor Plan 

wlU cermlna&e on May 14, 1008, tllllaa eeriler tltllluwecl by the loent. 

EmploymeDt Cotltnldl Mil G..., o( Coet:rol A.ii .... a•b 

The Compuy bu u e •t*r-at ..,.._,with Mary A. c-y, panuut to wbkb MJ. Cucy 

holda the poellloo o( Preadeat of the Company, II paid u uaual ealary ol 111.230 par moath. wu 
e ntitled to purc:hue 118.lll abUWI of Common Stock. and II ellcl11le to reoefve a booua, u determloecl 

by the C'bJef Elt.c:utlve Olleer ud loe.rd of Dl1ec:tora. The ~~'"meat aJ.o ~that MJ. Quey 

will rec'dve • --par-t equal to 17.000 per moat.b ror tbe lnt da moatha after tl!rmlnalioo o( 

employmenc, and u lddidoul paymeat ol 17,000 par -til for the oat da mootha, mlo111 any 

amounu eamecl by her &- ocher • ~t durilla JUCh per1od. lD lddldoo, the lll'eeooeot 

provldn that It MJ. Cuey'a employmnt Ia teta~luted (other than for c:auao) within four months after 
a Sale Tranaactlon (u deioecl b.low). she wiU cootfnue to reeetve the compeoll&tloo provided In thiJ 

&Jree111CDI Wldl the apUadoG of the 11)-t on December 31. 18118, llutl!ad of the NM!n.Dce 

paymenu described above. A Sale TranMCtlotl II u KqUIJitfoo of mon1 than 75~ o( the ¥0tb1J 
aec: uritln of the Company, pumaant to a tmder otWr or nc:hup ofer ~oppoved lD eclvance by thl! 

Board of Dlrecton. • 

1n january 111118, the Com9Uy eoti!Nd Into an employment ..,.eement with David Vaun Crumly 

pursuant to which Mr. Cnualy became Eltoc:t~tfve Vice ~t o( the c-puy. The IIIP"mellt 

provldr1 fnr •~ "" "''al salery o( t10.000 per moot.b wit.b an uaualmc:reaM. pl111 blcet:ltfve botluaes tied 
to arou revenues of the Company. The ..,..ml!nt abo provides for a commlasfon oo c:enaln ~u 

of the ~mpany and an opdoD to purchue 180,000 dwet of CoiiiiDOO Stock at an uerebe price of 

t l.50 per ahara. In eddltlon, In the event of a Sale Tran.nctfon, Mr. Cnamly wlll ~t!lve a bonua 

payment equal to the luaer of t1,500.000 ~ a pen:enlaJe oi the monthly poa Alet of aceounu 

relatfnJ to ~omen llltrocluc.d to the Company by Mr. Crwaly. U bll emplo)'IJHiflt II tml'lfn.atecl ln 

cenaJn clmamltanc:ea. wtthout c:aue. wfthlo fow rnontha after a Sak TI"UUaCtfoft. Mr. Crumly II 
en tit led to rec:eive the compensation p.ovlded In thla ..,._,, tnlnua any compensation earned by 

other employment. until the upU&don of the apwment OD December 31, 111118. 

In OI!Cember 111118. the Company eotered lato an employment iCieemtat with KeUy D. Enot, 

punuant to which W.. ~bee- ChW Flaaadal 0.. o( the Cotapuy. The iCIMment pt'Vvida 
for an an~~ual aala.ry of 1150.000 and an opdoo to pvdlaM 75.000 ....,_ of Common Stodc et a:1 

I!Xerc:IJe price of 18.10 ~ ...... The ""NDIIDt abo peowtcMt that W.. Enoa wiU receive a MYorance 

payment equal to the compeoaadoo whlda abe ~ have reeetved Wider the remaloiDJ tl!rm or thJJ 
ap eement If abe t-'DMII tbe .,.._n.t 11 a result o( the c-puy'a default of Ill matmal 
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ob!Jaatlons and duties under tbJJ ICJMIWDt or If lhe II ~ed by the Compu~y without cause 
within four month• after a Sale Tnuuaetlon. 

ln March 1~7. the Co.t~~p~.~~y entered Into an aareemeut with John Mancb. put11Wlt to whlc:h 
Mr. M&neb reslped u the Company'• &ecudve VIce Praldalt-sTAR Europe. From January 30. 
1997 untJI February 28. 19118 (the 'Uec:1ive Date"). Mr. Mutch will- u a Dlrec:tor of Spedal 
Projeeta for the Compu~y. Until the Elective Date, puma&Dt to t.be tmm of a pte\'loully aecut~ 
employment &pft!MDt with the Compuy. Mr. Mench will c:oatioue to ree.Jve. monthly Alary or 
120,000 per month. an automobile allowuee of 1500 per month and any other frin1e benellu whleh he 
received prior to the uecutloa of the revked eJIIP)oyment ..,-eement. In conalderatlon for the 
continuation of his employment uotll the Ueetfve Date, Mr. Naraeh waived his ripta to vest In 
100.000 of the option sharet lflllted to him lD May liiG&, and tueh 100.000 ahares have been forfeited. 

ISl 



CEIITAIN TllANSACTIONS 

Transactions with Ovulcle Dlrwcton 

The Company provtded tervlcet to DIJ!tal Nl'tWork. Inc. ('"DNf') In the amount of appn"•lmauel) 

12.50.000 In 1-. DNI b a wholly owned tUbtfdluy of United DIJ!tal Nl'tWoril. Inc ("UDN"). and 

John R. Snedepr. a Director of the Company. It President ofUDN. Cordon Hutchlm. Jr .• a Olrec:tor of 

the Company, tetve:t on UDN's Board of DfrKton. 

Cordon Hutehlns, Jr. provtda conJuiUna service. to the Company. ln 111116, the Company made 

payments of appro:dmately 1154.000 to Mr. Hutcblnt for &eneral bwtnetJ conauhlna services re latlnJ 

to the te~mmu.oleadocu illdumy aod for the performance of other wka requested or him by the 

Company's Chlcl E&ewdve Olker, Pretfdnt or Board of Dfnc1on. In .dcii(Jon, In corulderation for 

c:onaulting Jervlca provided to the Comptlly In h!• capacity u a mem.ber of the Board or Dfrmon . 

the Company puled to Mr. Hutchins I nocutatutory opUon to purchase 100.000 aharea or Common 

Stock at an exerdae price of 13.00. 

On May 15, lillie, the Company pnted to Me11n. Hutehlnt aDd Snedepr each a norutJ.tutory 

option to purcbue 10,000 a.hara of Common Stock at an eaerclle price of 13.00 per ahare under the 

Company's 111118 Outside Dlnetor NOIUlltlltory Stock Option Plan.. On January 30. 19117, tl-'l Company 

granted to Mean. Hutchln., Soed.pr a.nJ Van d~ M~ eacb a ootlll.ahrtory opdon to purch&R 5,000 

shares of Common Stock at an exen:Ue ptlee of 110.80 per share under the Company'• 19116 Ovlllde 

Director Nonstatutory Stoe'll Option Plan. 

TranSKdocu with Ell-th• Otleen 

On October 4. liMN!, the Company entrred Into a alS.O million llne of a"Cdlt with Comtric:a Btnk. 

The total amount ouutandlna under thiJ line of cnHIJt u of Ma.reh 31, 19117, wu approdmstely 

l b.3 mllllon. Thla line of eredlt Ia auaranteed by ChriMpher E. Edsecomb. the Company'• Chief 

Executive otlkeT. Mr. r.dpromb does Dot receive any Mldldonal compen..Uon In coonectJoo with 

such auarantee. The Coaapany hu fllltered Into linea of credit witb Mr. £daecomb In the llllftP'e 

amount of 11.448.00 that expire on March 30, 1911fl. Bonowinp under the linn of credit bear Interest 

at a rate of e.K aod there were oo amountt out.ttandlna under these linea of credit u of Marc.h 31. 

1997. 

Mr. Edsecomb hu two-thirds ownenhlp of Star Aero Servlcea. Inc. ("Star Aero-). which hu 

ownenhlp lntereJt:J In 8ve air[ lanes that the Company uUiizet for buslneu travel from time to time. 

For the yean ended ~ 31, liM and 1-. the Company peJd 1144.000 and 168.000. 1"1!1pec

tively, In COlts related to the u.ae o( Star Aero Jet¥icet. M of March 31, 1W7, the Company had 1 

receivable from Star Aero of appro:dmltely I 129,000. 

David V•un Crumly had controlllna ownership of three companlea that resold tranJmiJJion 

capacity to the Company dwtoaiWS. As of March 31, 11187. the Company had made depodu on behalf 

of thse companlea of II'Pf'Oilmately 17&8.000 and had made paymenll o( tppfOIII'I\ttely 1240,000 for 

such aervlcet.ln .ddltlon, the Company hu 117Hd to reambWR lepl feea lncurred by auch companl111 

In connection with 1 di.apute with the provider of the cspaclty that wu resold to STAR. To date, the 

feet paid or Incurred total approdmately 1108.300. 

Jndcmnl.&catloo 

The Company'• Amflllded and Reltlted Certl8eate of Incorporation IJmlta the liability of Ita 

direct on for mondary daaaapt arlJina &om a breach of thelt Bductuy duty u direct on, eacept to the 

extent otherwbe required by the Delaware General Corporation Law. Soch llmttatJoo of IJablllty does 

not dect the aval.lablllty of equitable rtmedlet auch u lll)unctlve relief or retdJJlon. 

The Company's Bylawa, provide that the Company thalllzldemnl(y Ill direct on and o&lcen to the 

fullest aunt p81Dltted by Dell_,. law, lneludlna ill clre-wlutulca In whkh illdemel.&c:atloo Is 

otherwl.ae dbcretionuy under Delaware law. The Company hu also ·entered Into lndemnl.&catlon 

aareements with Ill o&loen and dlrecton contalnlnl provisions that may require the Company. amona 

other thinp, to Indemnity JUch o&lcen aod dltecton aplnJt certain llabiiiUet that msy ariae by reuon 
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of their rtatw or KMee 11 direeton or olll~n (other thaA Uablllttes &risln1 from willful miSConduct of 
a culpeble nature), to advanc:e their expei1Jel lnc:IIJ'Ted u a result of uy proc«dlng ~nJt them lii.S to 
which they could be Indemnified. and to obtain directon' and olllcen' ln•urance If availabl~ on 
reuonable terms. 

The Company belieYet that all of the tranJKtlons Kt forth above were made on terms no less 
favorable to the Company thu eoukl have been obtained from unaiiiiJated third partl~s. All fu: ur~ 

t rannctlons. lndudfnl loans between the Company and Its olllcen, d.lrecton, principal Jlockholden 
and their allillates wtU be approved by 1 majority of the Board of Direct on. Including a majority of the 
Independent and d.lsinterened oublde dlreoton on the Board of Dll"eCton. and wtU continue to be on 
te~ no less favorable to the Company than could be obtained from unalllllated third parties. 



PIUNClPAL AND SEI.l.lNC STOCKHOLDEJlS 

The followin1 table leU forth c:ertt.lo lnfonnallon known to the Company reprdln1 bc:ne&cti&l 
ownenhlp of IU Common Stock as of May I. IG87 auumln~ conven lon of t.ll ouUtandJn~ shun of 
Preferred Stock Into •"- of Common Stock. and u .c~Juutd to reBtct the nit of sharet offered 
hereby by ( I) nch penon who IJ known by the Company to own benddt.lly more than 8ve percent 
of the Company'• Common Stock. (II) each of the Company'• dlrtcton. (Ill ) rt.eh of thf' ~.amtd 
O!ic:en. and (lv) all current o!Bcert and dlrtcton as a JI"'UP. 

Enllllet afllllated with thtt Hwll FamJ iy 
Trusu(4) .............................. . 
3900 Tlwlbclvln& Tower 
Dallaa. T eu.t 7$2111 

CotrllDv-ntJ. Ltd.(S) , , , ........ , ...... 
U5. Rue de Ia Pellu ltn 
1204, c. ....... 
Switurland 

Cordoft Hutchlna,Jr,(l ) , .•. , . , , , , , ... , . , , .•• 
John ll Sned...,(7) ....................... . 
Roland A. Van der M eer(8) ................ .. 
Chriatopher £. Ec!Jecomb(O) •.•••••••••• • , •. 
Mary A. Caae)'( IO) ........................ . 
David YIWI CND'Iy(ll) .. , .... , ..... , .... , .. 
)llllft £. lolanod ................ .. . ...... .. 
X.Uy D. Eaot .. .. .. .. ........... .. ...... .. 
All d1rccton and nKUIIve oe«n N a poup 

(8~)(11) ..................... .. 
Othor Wll .. s-loW ..... 

8anco~~U~~UCe Capital Corpondoo , • • • • • • • , 
Pac:IBc Star Tei41C0mmunlcatlom Umlted •••.. , 

1.07UII3 

...... 
i71#J 
IOP«J 

275.840 
7,-'SI.IIIi 

87UU 
185,000 
10.000 

IJIA4Ha 

50.000 
U.t41 

0.1. 

. .. 

u 
63.1 81.100 

·~ .. 50.000 ... 
• 
• 

7.U tl6.TOO 

IUOO 
800 

1.0 71.9113 

i7.000 
10.000 

:!73.~ 
7.r.t • .al 
w.ua 
w .ooo 

10.000 

a.-:s~ .. u.a 

37JOO 
t.s.l ... 

u 

~· 5.3 
18 

• Rrpresenu bene8c:lal owuanhlp of Ia. tht.ll 1" of the ouutt.ndlna aha.ret of Common Stock. 
( I ) Bene8clt.l ownetthlp II d.t-'aed In IICC'Ordanc:e with tM Nles of the Secwitfes and £uhan1e 

CommlsJion and lnc:ludet Y0t111J or Investment power with res-pect to aec:uritles. _The addret~ for 
eac:h UJted director and olllcer II c:/o STAR Telecommunlc:atlont. l nc: .. W £alt [H La Cuern 
Str«t. Santt. l!ttt:u_ Califom la t3101. To the Company'• knowled,e, nc:ept u lndlc:a1ed In the 
footnolrt to thll tabla and pu.nuant to t.pplkt.ble community property !.wt. the penon• named 
In the table Lave sole vodna a.od Investment power with rerpect to allaht.ret of Common Sl~k. 

(2) Auum~ no exerc:IM of the Underwriten' over·allotrnent option See " Underwrtttna." 

(3) Perc:ent.,e of beneJitlal ownenhlp II based on 11.815.756 ahara of Common Stoc:lc ouutandl na 
as of May I , lOin. a.od 111..575.758 •hares of Common Stock after the completion of lhlt oll'erin1. 
The number of tht.ret of Common Stock bendclt.lly owned lnc:ludes the •hares tuuable punuant 
to nock optlouthet are aem..ble within dlty da)ll of May I , 1G87 a.od. where lndlc:t.ttd below. 
Jlwu luuable punuut to stoc:k opdont that are aadJable upon the c:losfna of the oll'erina. 
Shares iu<~able pu.mw~t to stoclc OS)tlont are deemed ouutandJna for c:ompvt1n1 the percen1ace 
of the person holdlna tuch opdont but are not ouutudln1 for computlDI tile ptrftnlaJe of.,,. 
other penon. The number of dwes of Commot~ Stoc:k ouutandlna t.ftar thil oferina lnc:ludet 
3.750.000 •"- o( eo- Stoc:k bclna ofered for &ale by the Company In thu oll'erina. 

(4) Conruta of 357.8ell lharet held by Lyda Hunt-Herbert Truttt-Davld Shelton Hunt. 
J 78.832 tharet held by Lyda Hunt- Herbert Truttt-BNoe Wilham Hunt. 178.832 •hare• held by 
Lyda Hunt-Herbert Trut..-Doualu Herbert Hunt, 178.132 •harte httld by Lyd.t Hun 1-



Herbert Tnutt-Bart.ra ADa H1111t a~~d 17U3S aharet held by Lyd.a Hu.nt-Herbet1 Trum
Lyda Bunker Hu:nt. 11le co-trultees of eacll of the Hu:nt Family Trusta hold votln• and 
tnvutment power for all abut~ of the Compa~~y'a Common Stoek held by the R>lpe~tlve truJU. 
Walter P. Roach aDd Cqe A. Prichard are the co-tl'\IJteu of each JU~h truJt. 

(5) The board of dtreeton or Cotel lnvettJnen~ Ltd. ("Coten holda votbl& and tn~t pow~r 
for all ahlltl of the Compa&~y'a Common Stoclc held by CoteL Cotel'a board of directon b 
~ompriaed of BarTy Cutemwl, Walter Straema~~n and Crqory Ellu. 

(6) Constru of 77.000 aharu lauable upon the uerc:IJe of stock optlona eaerd aable within sixty daya 
of May 1. 1997. 

(7) Constns of 10.000 ahara lauable upoo the um:l.ae of aock opti01U eae:rclsa.ble within atn y daya 
of May 1. 111e1. 

(8) Consist~ of 111.138 aharet held by l'uwst U.S. Partnen 0 C. V .. 00.'7SS thut~ held by Pan~h U.S. 
Pannen m C.V .. W.518 ahlltl held by U.S. Crowth Fund Partnen C.V .. and U30 aharet held 
by Pan~h International Salary Defernl Plan U/A Dated 1111112 FBO: Roland A. VanderMeer. 
Mr. Va~~ der MHT. a Director of the ComPaDy, Is a &enen.l partD.er of Parveat U.S. Pan.nen D 
C.V .. Panech U.S. Pamum m C.V. and U.S. Crowth Fnnd Partnen C.V. (c:ollect.tvely. the 
MPan~h Enlftta•). Mr. Va~~ der Meer IJ thto Lenddary of the Panech International Salary 
Deferral Plan 0 /A Datecll/1/lll FBO: Rolllld A. VanderMeer. Mr. Va~~ der Meer c!Uc:lalma 
beneSctal ownerahlp of ahara held by the Partecb EntJtfn. eacept for hu proportional lnterm 
therein. 

(9) If the over·allotment opUoa II turoiNCI In full, the number o( tharet bene8c:lally owned by 
Mr. Edr-comb tAtt the oferlq will be ndoced to UM • .et aharea. or ~7'S of ahara 
outatandtn~o 

(10) If the 0Ytt·allotmn1 optioll IJ tlttdJed Ill f'ull tM tiiiiDbtf Of 1iwe1 htJie8eiaJJy OWIIed by 
MI. Caaey after the oferin& will be r.duced to 803.JU ahara, or IS.U• of rbarea outatandtn&. 

( I I ) Cona!Jta of 100.000 ..._.of Common Stock, 180.000 ahlltl of Common Stock luu:able upon the 
exe~IJe of nock opdonr nei'C'Iaable upon the clotln1 of the olferb11 aDd 5.000 aharee of Common 
Stock l11uable upon the nerdle of Jtoclc optionr ue~ll&ble within alllty dax• of May I . 1997. 

( 12) includes 272.000 ahara lauable upcn~ the aerc:IJe of ttock optlonr eun:bable within Jlxty daya 
of May l , 1997. and where llldletted above. sham Wuable punUUit to atoclc optlona that are 
exerdaable upon the elotflll or the oferiOJ. 



DEICJUmON OF CAPITAL ITOCI 
Upon the c:lo•ln& of th!J oierinJ, the authorized capital rtoclc of the Company will coMISt of 

50.000.000 •lwes of Common St..clc. 10.001 par value. and 5.000.000 •hare. of ~fernci Stock. 10.001 
par value. 

Common Stoclr 

/u of March 31. 1997. tb&re were l1.825.i56 thares of Common Stock outaundlnJ (auumln& the 
conversion of the Compmy"• Preferred Stock Into 811.340 ~hares o( Common Stock) that were held of 
re«rd by appro.dnwely .. 7 aockholde11. There will be 15,575<.7!16 shares of Common Stock outstand· 
lng (auumln& no e•erdse of t.he Underwriten' over-allotrne11t option and usumlnJ no ezerc:Ue after 
March 31. 1997. of outttandinJ optloM) after &fvln& eiFect to the sale of the shares of Common Stock to 
the public oS'ered hereby and the convenlon of the Company'• Pre(erred Stock Into 011.360 •hare• of 
Common Stock. 

The holden of Com111011 Stock are entitled to one vote per .hate on all matt en to be voted upon 
by the rtockholden. Subject to preferences that may be applicable to any outrtandln& Preferred Stoclc. 
the holden of Common Stock are entitled to receive ntahly ~~~Ch dlvtdends. II at~y, u may be d«-lared 
from lime to time by the Board of Dlrec:ton out of fwwb leplly available t.bemor. See "Dividend 
Polley:· In the eveot of the liquidation, dluolutlon, or winci.UII up of the Compuy. the holden of 
Common Stock are ntltled ~o tlwe ratably In all UMt1 ruWJUftl after peyme11t of liabilities. a~bject 
to prior dlttribudoa ri&hb of Preferred Stock. lluy, then ouutandlo&- 'nle Common Stock hu no 
preemptive or convenlon riahu or other aubteriptlon ri&htt. Thne are no redemption or llnldn& fund 
provfrlon.a applicable to the Common Stock. All o~a, ll!m1 or C9mmon Stl>(k 11n Mly pald 
and nonuseuable. and the lharet of Common Stock to be luued upon completion of thb o1Ferln1 will 
be fuUy paid and nonaueuable. 

Preferred Stock 
Upon the clorinJ of th!J oiFerfDJ, all outttandln& wra of Preferred Stock will convert Into 

911.360 dww of Common Stock. "nlerea.fter, purauant to tbe Compuy't Amended and·Re-nated 
Certi&cate of lncorpotatlon. the Board of DlrtiC!ton will have the authority to luue up to 5.000,000 
•ha. <!S of Preferred Stock IJI one or more Jerles ud to S. the ri&bu, preferences. prilrllqa and 
restrietfon• thereof. lnoludlDJ dividend rlpU, dJvtdend rate• . convenlon rlahu. volinl ripta. tenDJ of 
redemption. redemption prices. llqukladon preferences and the number of Jh&.-:: cooJtftuting any 
leri~ or the deslpatton of such Nrles, without further vote or action by the rtockholden. The 
luuance of Preferred Stock: may have the efeet or delayiq. de!errin& or pqventlna a ebanae tn 
contTOI of the Compuy without further ~on by the atoc:kholdert and may advenely aiFeet the volin& 
and ot.her ripu of the holden of Common Stoclc. The luuance of Preferred Stock with voting and 
convenlon r1&htt may adversely aB"eet the votln& power of the holden of Common Stock. lneludln& 
the lou or YO tiD& control to othe11. At prne:nt. the Company hu no plant to IJfue any or the Preff'rred 
Stock. 

Antl·l8keover E&:ecb of Pro\lblonJ of tha Ccrtl8c:ate of lncoJ1i10t11tfon. Bylaw. au<f Delaw~~re L&w 

CA-rltfi.,..lt .. o/IIICOrf)Onlllon and B!/IGwe 

The Company'• A.meoded and Restated CertiBcate of Incorporation provides that. upon the 
elosln& of this oleriq, the Bovd of Dlrecton wiU be divided Into three claues of dlre..'ton, with nth 
clau .ervin& a rttatred three-year term. The olauiBcatton l)'ltem of electing dlrec:ton mat lend to 
diseourqe a third pe.rty from maldn& a tnder ofer or otherw!Je att"'mptlnato obtain control of the 
Company and may malnta.ln the Incumbency of the Board of Direeton , u the elauiBc:atlon of the 
Board of Dlreaton &eDerally lnereue• the diiBeulty of repiacln& a m-.forlty of the dlreeton. The 
Amended and Restat&d Certtleate of Incorporation alto provldu that. eiFectlve upon the closlnJ of 
this oiFerlnc. all flockholder ilctJont must be eiFected at a duly called meetfn& and not by a conJ.ent In 
writln&· Further, provlaioM of the Bylaw• and the Amended aDd ReJtat&d CertiBc:ate of lncorponatlon 
provide that the atoclcholden may amend the Bylaw• or c:eiUln proYblons of the Amended ud 



Restated Cenfil.cate o( IDc:orporadon ooly with the allirmativo vote of 75" of the Company's capital 
a~ock. These pro...WOna o( the A.mooded md Rata&ed c.rtiic:ate of lncorpontion and Bylaws could 
dlac:ountp potential acquilftfon propotala 111d could delay or sw-vent 1 c:han1• n control of the 
Compa~~y. Thill pro¥Wo111 are lnttnded to enhlllct t.he UkeUhood of qonlinuJty and atabtllly In the 
compotltlon of the Board of Dlrec:ton u.d In the policies formulated by the llovd of Direct on and to 
dllcounp certain tys- of tnn!!MtloiU that -Y lDvolve an lll:tu.&l or threateol!d c:han&e of control of 
the Company. TbeM provtlloJu aN datped to reduce the vulnerability of the Company to an 
unaollcited rocqubltion p1 opoaal. The provblo111 alto are lateaded to dlJCOurqe certain tactics that 
may be wed In proxy B&hta. However. tuc:h prov1Jlo111 cou.ld have the elfec:t of dilcourqlnc othen 
from maida& tender olen for tho Compaoy'a shares and, 11 a conaoquence, they abo may Inhibit 
lluctuatlocu Ia the marltet price of the Company's aharet that could reault from actual or rumored 
takeover attemptl. Such provblocu alto inay have the el'ec:t of preventfn& c:han1es In the manqement 
of the Company. See "1UJk Fa.eton-Eifeet of Certain Charter ProvlsiOJU: Antf·talceover Effects of 
Certilla.te of 1Dcorporado11, Bylawt IUid Delawant U...M 

O.IOtliiWI To~ S«rt1M 

'nle Company IJ IIUbject to SeetJOD 103 o( the DelawaN CeneraJ Corporation Law ("Sec:tlon 
203w). which, IIUbject to cttta1D aceptio01, prohibl11 a DelaWaN corporation from enP&ftl& In any 
buslneu comblnetiOD with any Interested atodd:older for • period of three yean follow1n& th.e date 
that l\lc:h atockholcMr bKame a.n lnterated atockholdu, unleu: (I) {>rtor to such date, the board of 
dlrec:ton of the corporatjon ll)pn)ved either the bu.sln- combination or the truuac:tlon that rll\llted 
In the atockholder becomiD& 111lnterated atOClkholder: (U) upoo contummatlon o( the tnnta.etlon that 
reaulted In the IIOClkholcMr becomln&lll Interested ttOClkholder, the lntereated atockholder owned at 
leut 811" of the vot:falatock of the corporadon oulltiUidln& at the thM the tratuartion commenced. 
excludtn1 for purpotM of determlnln& the number of thatea outatandla& those sharet owned (a) by 
penons who 11'0 dlrecton and alto oflcen and (y) by IUlpioyee atock plazu In whJc:.h employee 
participants do not have the rflht to determine eonidenti.Uy whether •hares held rubjec:t to the plcn 
will be tendered In • tender or exchlllp ofer; or (Ill) on or aubHquent to IUCh date. the buslneu 
combloation It approved by the board ol dfrecton and authoriud at an a.nnual or apec:lal meet1n1 nf 
atockholdert, a.nd not by writti!D CODJIIIt, by the aflnuttve vote of II Jeut ~ of the ou11tandln1 
volin& atock that II not owned by the lntereated IIOClkholder. 

Section 203 deSnet buatn- c:omblnadon to lacludet (I) a.ny mer&er or conaolldatJon lnvolvin& the 
corporation md thelnteretted ttockholder: (U) 111y sale, trantfer. pleciJe or other dllpo.Jtlon of lCW.,Pr 
more of the usett of the c:orpontlon lavolvinJ the lnteretted atockholder: (UI) subject to certain 
eaceptlo01, a.ny tra&uaction that raulll Ia the llluance or lrllln by the corporation of any atoclc of 
the c:orporation to the Lntereated atockholda-; (lv) any tnnActlon lnvolvfn& the corporation that baa 
the elrect of~~~~~ the proporUooate thare of the atoclc of lilY clua or aeries of the corporation 
benelidally OWlled by the lnterwlted atockholder; or (v) the receipt by the lntereated lloclcholder or 
the benet!t of IUIY loau. adva.ncta, IIWI.DI-, plocf&es or othr Snandal bcneBtt provided by o~ 
through the corporation. In pneral, Sec:tlon i03 deilnn an lnteretted ll011kholder u any entity or 
person bcne&dally ownlftl lK or more of the out.ttandln1 votln& stock of the corporation and any 
entity or penon allliat.d wttb or controllln& or controlled by such entity or penon. 

R~tioeBJPta 

After thiJ oferfna. the holden of ~tely 1.8131000 abares of Common Stock will be entitled 
to ceriiJn riJhtt with raped to tho repatratlon of tuch abaret under the Securftlet Act. Under the 
terma of the epee-at bet ,. .. D the CompiUI)I and the holden of 1uc:h reafllrable Meulitlea. If the 
Company ~ to tepltet lilY o( Ill MC:Uiftfet ulloder the !!eeurftles Act. either for Ita own eccount 
or for the IICCOUDt of other MC:Uifty holden aerdatQa ,..a.trulon rf&htt. 1uch holden .,.. entitled to 
notice of aucb rqiltnldon md .,. 111tltled to Include tbaret of aucb Common Stock therein. 
Additionally, certain holden .,. alto entitled to demand rqiJUat:lon rtabta punuant to which they 



may require the Compuy to 8le a ~ ltat-t UAcier the Seewitlcs Act at Ia «q~enM with 
raped to their mares of Common Stock. and the Compeny IJ required to UM IU best e!Oru to dJect 
such ~oo. Further. holden may ~ the Compuy co Sle additional rqlnratlon m:tementl 
on Form 8-3 It the Company'• eJIP("nae. AU of theae rep.tntlon rfpa art1 tubjec:t to c:ertaln conditions 
and limitations, amona them the rfpt of the underwriters of an ofertna to llmlt the number of ahara 
Included In meh felbtraUon and the risht of the Coalpuly DOt to efect a requetted re&Utradon within 
m mootha followtna an c*enoa of the Company's Rallitlel. includlna the olkrtna made hereby. 

Traoafer Aptlt and Rqbb• 

The Traod'er Aaent and 8811Jtrar for the Com111011 Stock IJ U.S. Stock Trantfer Corp .• 1745 
Caniena Avenue, CIGndale, CalJlomla lllSO.. and Ita telephone number IJ (818) 501- 1404. 



SBAJl!S EIJCIBLE FOR Pt1Tt11lE SALE 

Upon completion of thiJ oferiq. the Company wtll have 115.575,756 rhues of Common Stock 
outJtandioa. Of thb amowst. the 4,000.000 ~hares ofered hereby wiD be available for Immediate rale In 
the pubUc: market u of the date of thb Protpeetw. Approximately 25,146 addltlooal ahues will be 
available for aale in the pubUc: market 80 day1 from the date of thiJ Protpectu.s. and appro~ly 
11.277,610 eddltional slwa wtll be available for aale In the pub!Jc: maritet immediately followtna the 
expiration of l~y lockup q:reemeou with the Representatives of the Uoderwriten or the 
Company, rubject in aome cues to compliance with the volume and other IJmltatlona of Rule 1« 

o-o6oro..t ... 
Cfd.PJ I C .. II 

Upon Efectlveoeu .....• 

80 daya ... . ..•...... .. •• 
180 day• ... ....... . . •.. • 

25.146 
11.277.610 

Freely tradeable shares 10ld in oll'ering ana 
ahues aaleable under Rule 144(k) that are not 
rubJect to 180-day lockup. 
Share• Jaleable under Rule 144. 
Lockup released: •baret Jaleable under 
Rule 144. 144(k) or 701. 

Thereafter . . •... , . , ... , . 273..000 Rertrlc:ted aecurttles held for one ye:ar or leu. 

In 1eneral. uodef Rule 144 u c:unently lo elect. a penon (or penona whote llwes are 
agrepted) wbo hu bene8dally OWIIed slwa for at leut one year IJ entitled to aell within any three
month period commencfJII 80 daya alter the date of thb Pro.peetw a number of sbaret that does not 
exceed the veater o.f (I) H' of the then outJtandlaa llwes of Common Stoc:k (approximately 
JS5.7M abaret immediately after the ofertol) or (II) the aV1!J111e -kly tndl01 volume durl.aa the 
four c:alendar weeb precediQI such l&le. subject to the 8Uoa of a Fonn 144 with refPeC1 to such aale. A 
per10o (or penom wta- •hares are illlesated) who IJ not deemed to have been an a!81Jate of the 
Company at any time clurina the 80 daya liiiJIIediately p.reeed!DJ the aale who bu beueSc:ially owned 
his or hcJ •baret for at leut two yean IJ entitled to aeD such m- punuaot to Rule 144(11) without 
reprd to the UmitatfODJ dacribed aboYe. Penom deemed to be afBllatet mlllt alwaya aell punuaot to 
Rule 144. even aftel' the awllcable holdtoa pertocb have been lltl.aed. 

The Company IJ unable to erttmate the number of •hares that wiD be aold uodeT Rule 144. IInce 
thil will depend on the market price for the Common Stoc:k of the Company, the penonal 
drcwnstanc:es of the aellen and other factors. Prior to thiJ oS'erftl&. there bu been no pubUc: maritet 
for the Commoo Stock. and there can be oo uaurance that allpiBc:ant public maritet for the Common 
Stock will develop OT be JUJt&lned after the ofertnJ. Any future Jale of rubrtaotlal amounu of 1M 
Common Stock in the open market may 1111-ly Ufec:t the maritet price of the Common Stock oferecl 
hereby. 

The Company, IU direc:ton, executive olllcen, ttoclcbolden with rqlJtnitlon riahu aud certaln 
othentoclcbolden have apeed punuent to the Uoderwritina Aareement and otb« q:reemenU that 
they wall not aeU any CoJ21JDon Stock without the prior content of Hambreeht 6: QuJJt U.C for a 
period of 180 day• from the date of th.IJ Protpec:tUJ (the HUICkl.ay Lockup Period"), exc:epl that the 
Company may, without ruch consent. grant optiona and sell sharet punuant to the 1996 Stock 
lnceotlve Plan, the OmnlbUJ Plan and the Dll'ector Plan .. 

Any employee or ccxuultmt to the Company who pu.n:haaed hiJ or her tharea pul'IIWit to a 
written compe~~~~tory plan or contnct IJ entitled to rely on the resale provblons of Rule 701, which 
penniu nonafBllatea to Jell their Rule 701 shareJ without havina to comply wit.h the public: infonna· 
tlon, holdi111 period, volume IJm.iWJon or notice provUlona of Rule 144 and penolU allllatet to seD 
their Rule 701 JJwa without haviDJ to co10ply with the Rule 144 holdina period rettrfc:tlom. in eaeh 
cue commeoc:Jna 80 daya after the date or thiJ Prolpectua. ~ of the date of th1a l'rcNpectw. the 
holden of optiom exerviJable into approldmately 1136,.4715 .tw.. ol Coauoon Stock wiD be ellalble to 
seU the:ll' ah- upon the exptratlon of the 180-day Lodcup PertOcl. · 

The Company lntenda to 8Je a reafttratlon Jtatemeot on Form S-a under the Sec:vrftiea Act to 
reabter opdoDJ to purehue slwa of Common Stock laNed ar retetVed for bruance uodet- the 



CompPy'• n oc:'k plana or isJMd outllde tlae Compu(• atock plaal wtthla 110 days aftn the dete of 

tbb ProJpettua. thu.s ~the rwalt of lueb thuw by -·•llet. iA the public marbt wttt-11 

rutrictlon undtr the Seaaltitt Aet. Tbe Comp&ay IAteoda to reatster the:e optlom on Fonn 5-4. alonJ 

with optlona that have not beeo laiMd Wider tlae Comp&ay'• noc:k plana u of the date of thiJ 

Prwpectw. 

In addition, af\er tbiJ o&'erlDio the holden of lppr'OI!Jutely 2,413.000 •here• of Common Stock wtll 

be entitled to oertaln rilhtt with respect to resiJtradcm of such ahareJ "lldeT the SecuritleJ Act. 

RtPJtrat~on of RICh dwa UAdtT tlte Seev.rfdel Act would rau1t lA •uch •batft becomlnJ frHiy 

tradeable w!tbovt iwtllcdon Wider tlae Securities Act (ncept for dwa pwdwed by eSiiates of the 

Comp&ay) Immediately upoo the decdveneu of nch ~on. See "'Dacrlptlon of Capital 

Stock-Rfllltrltlon Rlahtt." 
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UNDEBWJUt1NC 

Subject to the tt'rnu and condition• of the UnderwntlnJ A«reenocnt. a syndlc:att' of Underwritt'n 
aamed below (the "Underwrlten .. ), for whom Hambre-eht 6c Quht U.C and Alex. Brown 6c Son1 
Incorporated are IC't!DJ u repretentatlvta (the wReprewntat:lva"). have aevenlly ...,eed to p~m:h.u 
from the Compuy and the S.Uina Stockholdm an agrepte of 4.000.000 Ulara of Common Stock. 
The number of ~hares of Common Stoclc that neb Underwriter hu -.reed to purc:hUt' b set forth 
opposite Ita name below: 

~ 
Hambrecbt 6c Qo.llst LLC ......••. •...... ... ........•. .. . ............. 
Alex. Btowu 6c So111 IAeorporated •. • ...... , , .......................• .. 
Cowen 6c Co ••..•......................... ... ......... ... • ...... ·· · 
Donaldlon. Lufldn 6c Jeonttte Securities Corponulon . . ..... ............ . 
Goldman. Sadu 6c Co. . .• . .........•......•... . .................. .... 
Menill Lyoch, I'Suce, FeoAer 6c Smith lnoorpor&ted ..•.... .....•....... 
Da.lo Botwwth Incorporated ... ..... . ...... .......................... . 
Flnt Albany Corporation . . • • • . • • .•...............•........ . ....... .. 
Flnt Southwest Company .. •.•..•..•........ ........ .. ...•.... .. ..... 

Funnan Selz U.C .....••.. . .•.... · · · · · · · · · .. · · · · · · · · · · · · · · · · · · · · · · · · 
Needham 6c Company, Inc:. . • . . . . • • . . . . . . . . . . . . . . . ........... .. ..... . 
Brad Peery lnc:. • .•••••.. . ....•. .•.............••......... · . · . · · · · · · · 
Raaen MaolCelale lncorpor&ted .............. ....• ...... ... ... •.... . . . 
Raymond James 6c A.uoclatex. Inc: ...................... ..•.. ...... • .. . 
The RobliiJOn·HumJ)hrey Company Inc: ....... . .... .. ..• •....... .... ... 
Sanden Wonil Mundy Inc:. ............... . ........... ............... . 
Seott 6c Strinafellow, Inc:. .................. ....................... ... . 
SutTo 6c Co. Incorporated .. . •.••......... ....•... .... . . ........ .•.... 

Total ..... .... ................. .. . ...... .... ....... ....... .. 

"••""• oi Shw .. 

1..500.000 
1..500.000 

100.000 
100.000 
100.000 
100.000 
50.000 
50,000 
50,000 
50.000 
50.000 
50,000 
50.000 
50,000 
50.000 
50,000 
50.000 
50.000 

4.000.000 

The UnderwritfiiJ ~nt provides that the obllptlons of the several Underwriten to 
purc:hue thara of Common Stock are nabJec:t to the approval of c:t~rtaln legal matt en by counael and 
to c:enaln other c:ondltloM. If any of the thara of Common Stock are purchued by the Underwriten 
punuant to the Underwrltfna Apeement, all such tbares of Common Stock (other than the shares tlf 
Common Stoelc coveted by the over-allotment option described below) must be 10 purc:hued. 

Prtor •u .bll olrertq. there hat been no establlthed tndlna market for the Common Stock. The 
Initial pr1c:t~ to the pgblic for the Co.mmon Stoc:lc ofered hereby hu been determlneo by necotJatlon 
among the Company, tbe Representat:lvea and the representatives of the Selllns Stockholden. The 
f'acton conaldered in determinlDJ the truttal price to the publlc Included the history of and the 
prospec:tJ for the industry in whJc:b the Company competes, the ability or the Company's man-cement. 
the past and present operat!OIIJ o.f the Company. the hbtorieal results or openulons or the Company, 
the prospec:U for futunt e&mlDp of the Company, l.he Jenera! condltJon of the NCNJitles marlcetJ II 
the time of this oferins and the rec:t~nt marllet pric:o• of securities of cenerally comparable companies. 

The Company, tbe S.lliDJ Stoclcbolden and the Underwriten have aveed to Indemnify each 
olhl'r apiJut c:enabl llabiUtles, lnc:ludiq Uabllltift under the Sec:urltlet Act. or to contribute 10 

payments that the Underwriten may be required to malce In rerpect thereof. 

The Coml'lftY bu be.a lldvtted by the Ropretentat:lva that the Underwrlten are otrerinJ the 
Common Stoelc to tho pubbo lllltlally ll the price to tbe public Mt forth on tho cover JNII• of thb 
Prospec:tw and to cetta1a dMJen (wbo may l.llc:htde the Unde.rwrlten) at auch pr1c:t~ less • conc:aulon 
not to exceed 10.35 per shaN. Tbe Underwriters may allow. and such deslen may reallow. ditoountJ 
not In ucess of to.IO per ahare to any other Underwrltn and c:ertaln other dealen; and that after the 

e1 



Initial publll: o&rfnl, the price to the pubUc, the conceuiOD aDd the dbcount to dealen may ~ 
chanaed by the llepmentatlves. 

The Compu~y and certaln Sellina Stoclc.bolden have sranted to the Underwriten an optlon to 
pure hue up to an aansate of GOO.OOO additional sham of Common Stock at the Initial public ofrrina 
price ~ess undefWritina diacowb 111d cor11IAllaiON tolely to CCM~r over·allotmeob. Such option may be 
exercbed at any time wtil thlny days after the date of this l'rwpectuJ. To the extent that the 
Underwriten exercise 1uch option, each of the UnderwritCII'S will be committed. rubject to certaln 
conditions, to purclwe a number of option ahara proportionate to 11.1c:h Underwriter's Initial 
commitment u Indicated In the precedlna table. 

The Representatlvel have Informed the Compeny that they did not conRrm Alex to ~unu over 
whlc:h they exercise dl"retlon&ry authority In excess of II" of the number of aharet of Common Stock 
offered hereby. 

The Compeny, 111 oflicen. dlreeton. noclc.bolden with resjllratlon ripu and certaln other 
stockbolden. have qreed not to o8'er, Mil, contrlct to Mil or othefwtH d!Jpose or any 1hatft of 
Common Stock or any MCUiflttt conveJ'Iblt Into or tlOhanaeable for Common Stock for the Jll().day 
Lockup Period without the prior wnttn conant ol ~~~t at QuJtt U.C aDd pnmded that tbe 
Compa11y may pant op«lotu and lllue aharet of Common Stock upon the eaerclH or option~ under the 
1996 Stock lncentJve P\a.n, the Omnlbw Plar ud the Dtrector Plu. See "Sharel Ellclble for Future 
Sale." 

Ccrtaln per10t11 putidpetfna IJI thil oBettJaa may overallot or dec.t traruactions which nablllu , 
malntaln or ot.herwlte aBect the maritet prtce of the Common Stock or the Compeny at Ieveii above 
thou which mlabt otherwtse prevail ln the open market. includlr~~ by eotertna nabllizfna bids. 
efectlna I)'Ddlcatc covertna b'ansaetiOIU or lmpociJIJ pcalty bfda. A ltabiliJ:toc !rid _, the pbctJaa 
of &A) bid or eB'ectlna of uy pu.rchue. for the pu.rpoM of peaSoa.lliiiJ or IDalntlbllnJ the price of 
the Common Stoc:k of the Coaapeny. A ~e COVCI'f.lll tnAI8ctiocl _, the ~ ol any bid oo 
behalf of the undcrwrlttn1 rYildla.te or the efectiq of aoy pu.rcbut to red~o~Ce a abort polltioo c:rcated 
In connectloo with the o6eriAa. A penalty bid maaJ an ~~ thai pcnDib the UnderwritCII'S to 
reclaim a teUlnJ conc:aAon from a I)'Ddleale member ID COIIJiectiOD with the o&riot when the 
Common Stock of the Company aold by the f)'1ICIIeale member it purehued IJI f)'DClkate covenna 
transaetiOJU. Such truuadlotu may be e&cted oo the Nadaq Stodt a.c.rbt. IJI the over~Jiter 
market. or otherwi.Je. SIKh ltab!Uilna. If commenced. may be ~llnued at uy time. 

In July 1896, HkQ Star Vendlna lnYaton, LP. purchued ~ly 143,030 ahara of lLe 
Company's Seriet A Preferred Stock for appn~llmately P.O mlliJon. u put of aluodnaln whlcb the 
Company told u awep.te of approllniately IU1.380 aharet of Scria A Ptwfened Stock to a JI"OUP of 
22 lnvenon for an awep.te ~hue price of lpp'Oiimately 17.5 m!Uioa. Hambnleht k Quilt 
ManU~''!'Inlt C...porattoo aDd HkQ Star Vendlna ln¥ettme111 ~t. LLC. an the p~~eral 
partnen of HkQ Star Veodl!ll lnvatofl, L..P. Hambftdlt 61 Quilt Waaat-t Cot-pondoa II a 
wholly o.vned 11.1b1idi&ry o( Hambrecht at QuJII c.IJfomJa. .-hlc:h &lao OWlU 8K of liambreel\t at 
Quist U.C. The lnterettJ of HkQ Star Vendlnaln~atment Mu..-nt. LLC. an benefldally owoed 
by perao01 afBIJated with Hambreoht at Qu.llt LLC.lnc:ludlnalts Pres.ldert ud Chief Eaecuttve Olicer. 

LECAL MA1TEBS 

The validity of the Common Stock ofered hereby will be paued upon for the Company by 
Gunderson Dettmer Stouah VIlleneuve Franklin at Hach(Jiu, LLP ("Cundenon Dettmer"), Menlo 
Park. C.llfomle. C.rtaln leaal 11\atten In coaneetlon with the ofert111 will be pauecl upoo for the 
Underwnten by Wlbon Son~lnl Goodrich k Roaati. Profeuiooal CorporadoD. Palo Alto, c.llfomla. A 
partnenhlp lndudlna pertDera of CUJ!denoe Dettmer II a pertiMw to HkQ Star Veodlr~~lnvenofl. 
L.P .. a n ockholder In the c-pen>, and u a result m&lnt:alna an IDC!lrect benetlctal lntemt In 1.736 
share~ of the Compeny'1 Common Stock. 



EXPDTS 

The Consolidated Financial Statem.enu of STAR Telrcommunlcallona. lnc u of ~~r 31. 
1995 and 1996 and for each of the yean In tht three year period ended Decembef- 31. 11196. Included tn 
this Prospectus and elsewberf' In thiJ R~rtratlon Statement have ~ audited by Arthur Andenen 
LLP. Independent public: ac:wuntanu. u aet forth In their ~ with respect there1o, and are 
Included herein In rellanc:t' upon tht' authority of said Snn u nprrts In ac:wuntlnJ and audltln& In 
giving said reports. 

ADDmONAL lNFOI\MATION 

The Com!)*nY hu filed with the Sec:tlrlllet and E.xclwasr Commlulon (the "Commiulon"). 
Washington. D.C. 20549. a JlqiJtradon Statellle1lt on Fonn S-1 under the Securities Act with retpec:1 to 
the Common Stock ofered hrreby. This ProlpectUJ clocJ not contain all of the Information set forth In 
the Resfrtratlon Statement and the uhlblu and echedulet to the ResiJtratlon Statement. For further 
Information with retpec:t to the Company and •uc:h Common Stock olrered hereby. reference Is made 
to the Repatratlon Statement and the eahlbtu and echedules Sled u a part of the R.egiltn.tlon 
Statement. St&Jements contained In thiJ Prwpec:1uJ concemln& the contenu of any contract or any 
other document referred to are not neceuartly complete: refrrenc:e II made In each instance to the 
copy of JUch contract or doc:u.ment Sled u an eahlbtt to the ResfJtn.tlon St&Jement. Eacll suc:h 
sta.tement IJ qua118ed In all rerpectJ by auc:h refennee to suc:h exhibit. The Resfstn.tJon Statement, 
lncludln& e•hlblu and echedulet thereto. may be lmpected without charge at the Commluion's 
principal o&lc:e In Wuhlngton, D.C.. and copies of all or any part thereof may be obulned fl'Om auc:h 
o&lee after pa)lment of feet prtac:ribed by the Commlulon. Thr Commlaalon maintains a Web-lite that 
cc'ltalns rrports. pro.ry and Information ltatemenu and other Information reprdlng resJ.nn.nu that 
61e elee1ronlc:ally with the Commlulon at http://www..ec:.aov. 
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1\io daln-, ulespenoa. cw odMr penon b. 
~n authoria:ecl to If.-. any lo'oi'IIUitlon or to 
mua any NpNMnlallonl Other than thoM ton· 
talned In thU Pro1pcctu1 ancl. If pven or made. 
1uch lnfol"'ftAIIon or ...,...nt1tloa1111urt oot be 
relied upon as hnlq been IUtftorlud by tiM 
Compenlf, tiM S.lllq StoH.holclen or 1M 
Underwrlten. Tbb l'rotpemu does not COIUII· 

lute an offer to sell or a 10lldtaUon of an offer to 
buy to any penon In uy jurllcilc:tlon In which 
suc:h ofn- or 10llc:ltation would be unlawful or 
to ADl' penon to whom II b unlawful. Jlielthft
the delivery of this l'rwpectw nor uy oB'er or 
we made bcnunder m.JI, under uy d~u•· 
stanca. nate any lmpllc:ation that tMre b. 
betn no C'bup •• 1M ...,. or the Compuy or 

that 11M lnfon=l'loe eot~tll_. hemn b correc:t 
as of any IJIIM tuknq .. at to the data haNof. 
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llEPOilT OF IND!PENDEHT PUIUC ACCOUNTANTS 

To the loud ol Dltecton tad S ockholdm 
of STAR T elecoauDW\lcMJODJ. Ill c.: 

We have audited the ICCO!DpUiyfna CODJOildated ~~of ST.U TelttOmmunlcations. 

llle. (a O.lawve eorporatioD) &Ad tub.utiary u or December 31. 1995 and 19G6. and the related 

coMOildated ltat-b o( opendoDJ. ttockholclen' equity &Ad cash 80WJ for eacb of the thlft yean 

In the period ended Deeealber 31. 11106. Thew iiWldal ltllemenu are the rffP()nslbl llty of the 

Compuy'a ~L Our ~biUty Ia to eqlr'UI u opnlon on thew Snand al statements 

bued on our audltJ. 

We cooduct.d our audlu IJI acc:orduce with aen....Uy acctpted audlunc atandardJ. Thoae 

atandarcil requlnt that - plu &Ad pclfform the audit to obtain reuolllble uaun.nc-e about whether 

the banda! ltat-b are frM o( lftllerlal mlutlt~t. Aa audit locludes eumlnlnJ. on a tiH1 baaiJ, 

evidenee Npportiq the 111101111U &Ad clitelosutet ln the IJiaAdalstatemcnta. An audit aiJo ln.duda 

UMIIln& the accou.Dtiq prlndples UHd and llpiBant eathnata made by manaaement, u well u 

evaluatms the O¥en1l budalstat-t ~tatioa.. We believe that our audlu pn~\lide a reaaona· 

ble bull for our opiJIIoo. 

Ill ow optaloa. the budal A&t-tl referred to above r--t fairly. ln all material reapects. 

the 8nudal pottdoll o( STAll TelecommunkltiooJ.. llle. and JUbAcllary u of De«mber 31. IV9.'5 and 

18M. ud tbe ....WU ol tMir operadoaJ ud tbetr c:uh IOWJ for eae.b of the three yean ln the period 

ended December 31, 18M In conformity with pnerally ~ed accountln& prlndplea. 

Loa Aaples. California 
April 10. 1m 

F·l 



CONSOUDATED BAJ..ANCE SHEETS 

ASSETS 

~31. ,.., .... 
Current Aaaeu: 

Cash and cash equivalent~ .... . . . ... • 184.000 • 1.719.000 
Short-tmn lnvestmenu •.. . .•.... ... . 1,630,000 
Accounts rec:elvable, net of 

allowance of &2011,000 
and &5.733.000 at December 3~ 
1995 and 11188, :r:.ve~ an 
U.862.000 at Maro 31. 1 7 ...... 10,044.000 21.888,000 

Reeeivable frota ntlatad pudes ••... 50,000 115.000 
I'Tep&ld ~ a.ocl other .-1:1 ... 84.000 1. 71!11.000 
PrepUd taxet •••••••• • •••• • •••••••• 677.000 

Total C\ln'ellt -u ... . ... ... lO.:W..OOO 2&,758.000 
Property and Equlpmnt: • 

()peratliil tqt~lplllillt .............. 1,353.000 8.653.000 
Leasehold lmptOYOJnentJ .. • .... ••.. 370,000 U14.000 
Computer equipment •..••..... . .... 187.000 1.604.000 
Furnltwe IUid ~ . ... .. .... ..... 611000 435,000 

1.971.000 14.906,000 
Leu-a.coumulated depreciation and 

amortization .................... (128.000) p.2011000) 

1.843.000 13.705,000 

Other AuctJ: 
lnvenmenls ..•.....•..•........... 163.000 
Depo1IU ....•• , • . • , ••••..•.•• . ... 68J.OOO 5.630,000 
Other ........................... . 428,000 

682.000 8.211,000 
Total aucts ..............•.. 81i..8691000 8411,6741000 

M..do3L .• , Pr.F'-"" ...... ..._..31. .., 
l uuvdltod) 

• i66.000 • 76fi.OOO 

32,870,000 32.879.000 
129,000 129.000 

2.120,000 2.120.000 
591.000 5Ql.OOO 

3UM,OOO 38.4115.000 

u . ..a.ooo 11 .~.000 
4..299.000 4..299.000 
1.eeo.ooo 1.890.000 

650,000 650,000 
1M87,000 18.067.000 

! 1.92-4,000) ! 1192;4.000) 
18,163,000 16.163,000 

153.000 163.000 
5.568.000 5.5619tloo 

666,000 666,000 

8388,000 6.338.000 

8511,0381000 159.038,000 



STAB TELECOMMVNJCAnONS. INC. 

CONSOUDATED BALANCE SHEETS 

UAIIIUTIES AND STOCKHOLDEJ\S' EQUm' 

rr.r..-

Du•-.Nr21. ~l .... h31. 
'"" ,._,, 
l'-h 31. ·- ·- '"~ IW. 

t uuu411 ... 1 

CurHnt UabllJtJes: 
Rtw0lvfn1 Uus or credit. .................. • 1.330.000 • 7.814.000 • 5.342.000 • 5.3-1!!.000 

Revolvfn1 lines or credit with stockholder .•. 1.188,000 26.000 
CWT'fllt pottion of loDJ•term debt ....•..... 267.000 460.000 -460.000 
Cummt pottion of capital 1- obiJptiont .. 143.000 827.000 1.246.000 1.246.000 
Aec:ounta payable .... • .•.•...•.........•.. 8.515.000 ueo.ooo 20.255.000 20..W.OOO 
AccNed llne COftJ •••••••• • ••••••••••••••• 47e.OOO 111.4~.000 15.8115.000 15.8115.000 
Ace Ned expenses .•...•......• . ... ... ...•. 82.000 1.621.000 1.6SO.OOO 1,6SO.OOO 

Total cunent liabilities .... . .. . . ..... ll.744.000 38.3011.000 44,848.000 44.848.000 

Lon1·Term Uablllues: 
Lon,•term debt. net or cunent portion ..... 
Capital ._ oblipttoM. net or cunent 

46e.OOO 400,000 400.000 

portion . . . .• .... . .• . . . ................. 7tZ.OOO 4.808.000 5.117.000 5,117,000 
Dererred compe~~~&tJon •••••••• 0 0 ••••• 0 • • • 116.000 35.000 35.000 
Depotlta .••.••.. •..• . •.••••••.... . ....... 63.000 63.000 

Other ..................... .. ............ 88.000 234.000 234.000 

712.000 5,478,000 5.8411.000 5.849.000 

Commltmenta and Contlnpnciet (Note II) 

Stockholdvs' Equity: 
Prflerred Stodt 1.001 par valur. 

Authortud -1.387.050 thares 
luued and outatandlnJ-

1.367.0471hua at December 31, 111116 
and Warcb 31, 11187 and none Ill 
Pro-Forma 11187 ......... ....... 1.000 1.000 

Common Stock t .001 par value: 
Authoru ed-30,000,000 •hues 
ltauPd and outatandlna -

11,000.000 ahara at ~mber 31, 111115 
and 10.914.388 ahara at ~mber 31. 
111116 and ~h 31. 19117 and 11.W.75e 
In Pro Forma 11187 ....... ............. 11.000 11.000 11.000 12.000 

Additional pajd-ln cepltal ••••••.••••••••• •• 1.094.000 13.637.000 13.637.000 13.637.000 
Dererred compenaadoa ••• 0 0 •••• 0 0 •• 0 0 •• 0 • (1111.,000) (118.000) (88.000) 

Retained deAdt •••.••.. . .•...•........... (1180.000) (~844.000) 111.212,000) (5..21!,000) 

Stockholden' equity . ••.•.•............. 413.000 5.387,000 8.339.000 8.339.000 

Totalllabllltles and rtockholden' 
equity ........... . ............... 112.115.000 UUl74.000 1.591036.000 1.59.036.000 

The eecompan)'iDJ notee are an lntepal part or thete conaolldated balance abeeta. 
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STAB TELECOMMUNICAnONS,INC. 

CONSOUDATED STATEMENTS OF OPEMnONS 

v ... ~ o.c..w 21. 
n .... w-~oo £.wled 

"'-1131. 
1114 s• , ... 1 ... ,.., , ........... , 

Revenues .......••..•........... • 175,000 816.125.000 1208.086.000 135.667,000 $71.008.000 
Cost of services ................. 14,357.000 1118,430.000 32..286.000 63.738,000 

Cross prolit .......... ....... 176.000 1.768,000 19,656.000 3,381.000 7.270.000 
{)peratiiiJ erpetiiC$: 

Sellln~o ~:~al and 
adniln ve expenseJ .•..•. 2110.000 2.053.000 24.087.000 1.803.000 U30.000 

Depreciation and amortizatlon .. 128.000 1.073.000 108,000 722.000 

2110.000 2.191.000 25.160.000 1.911,000 :1.252.000 

Income (lou) from operatlona { ll41Q!!!!) {423,000) !5~,000) 1,470,000 2,018.000 

Other Income (~): 
Interest Income ......•.. . .... . 83.000 21.000 
Interest eJrptDte ........... · · · (54.000) (589,000) (78.000) (369.000) 
Lou on Investment ............ (7,000) (80:000) 

~ ~~ ··· ···· · ·· ···· (100,000) 
Other .. ... . .................. 48,000 

(7.000) {144.000) {606,000) {78.000) {300,000) 

Income (los~ befon1 
provtlloo or Income 

(121,000) tun .... , ... . .... ,,, .. . .. (!!e7,000) (8,110,000) 1,392,000 1,718,000 
Provillon for Income taxes 

(Note 7) •••.........•.•.•••.. 1.000 1.000 534.000 544.000 I!M.OOO 

Net Income (lou) ............... tp22.000) • (568,000) I (6,644,000) I 848.000 I 1.432.000 

Pro fonna net Income (lou) per 
common ahare ......•...•....• • j0.54) • 0.08 • 0.11 

Wel&hted avo.rqe number of 
common ahatet UJed to compute 
Pro forma eamlnp per ahaNI .•• 12.198,000 11.281.000 12.825,000 

The ~mpanyloa Dotes are ua intesraJ put of thete coOJOlldated "-temenu. 



STAB TEl FCOMMUNICA'ftONS,INC. 

CONSOUDA:TED STATEMENTS OF STOCDIOLDERS' EQUTTY 

For the Y.n Eoded o-mber 31, 1*- 18115 and 18M 

and ror the Tbree Mooth Period Eocled MaRb 31, liiiJT 

............. c-...- iU .. IIull ....... ~ 
......... !!!!!!!!! ..... ~ (4jlll c • I I 

w-.Dw h 31, 1., .......... • - I - • I 

l.uuuce oC- otocl ........... 1.1GO.IIO 1.000 1.000 

Nfl11oa ............................ -
a.laaee:. D1 uMli 2.1, 1 ..... .. .. I.IOUIO 1.000 1.000 

'- o( -·oft ........... ... . ., 1.000 1111.000 

eo. • ..- o( dolot .. ..,..,. ... . ..... 
110.000 

Ntt \oe.t ,,.,, •.• ,, .......... ......... - ..... 1.000 ..... 
(-.000) 

111.000 (111.000) 

I .II .... 1.000 .... 
l..wt.ANT 1.000 7 .... 000 

H•t laco,.. •.. ..•.••••••••••••••••• -
Bolana. O.Cu •" 31. t• .......... I .x7.ANT 1.000 10.11 .... 11.000 13.G7.000 (111,000) 

Co-Uitloe ................ 
ttado .... ..................... 

lii.OOO 

1Nfl1 1fti"'- .................. ..... . 

a.a..c.. Nardo 31. 1.-1 
(........,jfted) ...................... m.xr.ANT 11.000 - 1o,ll .... !.!.:.= 113.G7.000 • (11,000) 

, .. 

...... ~ .......... 
jDolcli) T_, 

• - " 10000 

j iiS.OOOI II.IS.OOO) 

(II:S.OOO) (111..000) 

103.000 
110.000 

...J!II..l!!!!l , .. , 
(.0.000) m.ooo 

.0.000 

10.000 
aa.ooo 
T..-.ooo , ......... , , ......... , 

(IMUOO) Uf7.000 

10.000 

I.GI.OOO 1,01.000 

I (Uli.GOO) I 1.131.000 



STAll ~Co\110NS.INC. 

CONIOUDADD STATEMENn OF CUB ft.OWS ,._ ....... 
,_ ..... D ... 21 

liii 
~ ........ , .. ... ·- ... 

( 
CIA Plowl ,,_ o...nti11c A.cthitiM 

Net 1--(lo.) ....... ..... ....... t(lJUOO) • (1181.000) f(~) • &48,000 

1--llbto ·-· =--lou) to ..e cull paorl by (.-d 
Ia) ~ Kttwttia 
Dwpoec:lldoe _. -· rlbldoe . • • • . . . 111,1100 1#73.000 101.000 
J.- Oil laW .. .. ... ............. 7/#J 80/#J 
Co.ppeettoo ..... ,...... to 

.odlopdoa ................... 50/#J 
l'ro>iiiOII for clolllatfW MIC..U , • ••• 101.000 1Ut11#J tle.ooo 
Deltn'Dd ._-............. (1103,000) 
Deftnoedcaif n-• ••••.••••••. 111,000 11.000 

~~=-,,:.~ ......... (lo.JNAIOO) (II.CUOO) CUI.UOO) 
a...M•IIII•'- .................. (10.000) (eai#J) eo.ooo 
l'nplkle; ,.._......, ..... .... (N,OOO) ( l.eta,OOO) (&71.000) 
PrtPo~cta- ........ ............ . (177/#J) 
Depolltt .......................... ta.GOO) <•.ooo> (4,M.OOO) (348.000) 

Inc,_ (deer ) Ia lillallltia 
Ac:couab s-,..W. ................. ~ l.m.GOO (USSOOO) 7.51.000 
A~ 11M COitt .......... . .. . ... 411.000 18.011,000 , ... 000) 
A~~ ................. IOI#J 11.000 l.53t.OOO UI,OOO 
T-s- .. ................. .. 7('71000 

N• cMI prorlald by (.-I Ia) 
opendllc lldf•- .......... , .. , i!a!•IIOO) lz.ao.ooo> ,.,000) 

Cult rlowr r.- Ia...._ Adft"'m 
c:.pttal ...,..dlt•• .... .... ......... (11.000) (l.oet.OOO) (7 .131,000) (371.000) 
l'we"- of Ia' " ............ (10.000) (1. 7IS.OOO) 
lne?e- h• ot.Mr ..,_ - ••••. (411,000) 
&ncn.e Ia .... I a '*• t I·- o o of !!,000 178.000 

N .. cull .-d Ia ........ 
11Ct1Yftlm .... ............... !101,1100) jt1oeuoo) lll!!!S> pas,ooo> 

Cult P\ows r,_ Pkm '' Adf\'tlteL 1.410.000 14.4Tt,CIOO 100,000 8ort"OW!JI .. -- llam ft'lldlt , , , , , , 
Repa~ uderllam of c:rod6t •• •• • (130.000) (7,110.000) (100,000) 

Bo~.~~.~.~~~ •• 111,000 Ult.ooo 701,000 17,000 
1\cpeym«qtl UDder llam ol aodlt wttil 

ltoclcholda- ....................... (Uli.OOO) (1.173.000) (1&.000) 
Bort"'wi~~ \O.oJii~ ~ .. - cWat ••••• 800.000 
Rcs-ymnta WICin loac.CW. cWat •••• (e7,AIOO) 
hrmeot• Ulld« apltlal 1-. a' "a · Dl (Sl.OOO) (317.000) (33,000) 
lssuance of- ttock •...••..•.. • 10.000 ueeooo l.llOO.OOO 
~olpaelet;adMI:k ........... 1.100,000 

N• cull pao•111•• by (.-d Ia) 
laaadQI .at~ ...•...... IDI,OOO ,,...!!!! 18,:!!!!.000 l, .. ,ooo 

IDCftue (clea IIJ 1 ) Ia allia 8d .... 
equl...&nta ......................... lJI#J t•I#J l.IRIII,OOO 1114.000 

Cult aod c:ub .-va~nta. t f I I ol 
period ................... . .......... 11.000 IWOOO IWOOO 

c..b aDd - ......... , ,..tid . . ' 111000 • '"!~!! I 11711~ I •,l.a.ooo 

11MJ ICCO I)MyUaa llotal .. ullltelftl pen o/ lt... eocteo'kfetecl lbt-nt1 

r-1 

1111 
Ma I) 

• 1.432.000 

'IU.OOO 

10,000 
1.411.000 

(81.000) 

( ll.eos.GOO) 
(14.000) 

(301.000) 
11.000 
&1 .000 

ll.tll5.000 
• (3.!111.000) 

18.000 

IW.OOO 

(2.117.000) 
1.01.000 
(178 .• 000) 

14&.000 

!!l.M.OOO) 

11.345.000 
CWI7.000) 

(16.000) 
1113,000 
(e&.OOO) 

(315.000) 

!1.11116,000) 

(lm-000) 

1,711,000 

• ~000 



. 
NOTES TO CONSOUDATED FINANCIAL STAl"EWENTS 

O.C..ber 31, .... 

I. Nature ol'U ea 

ST.U Teleeoaullualcatiou. IDe. aDd NbaciWy (the Coatpe.oy or ST.U). • Oe.lawarc ~o. 

II u lntemattonalloq d!stuc. provider fOOUNd pt111Wfly on providlna low ~ twttclled vok'8 loo& 

dlltUiee aervfeet to U.S. ud tomp.bued ~ compulel. The Coalpuy CWTeotly 

ol'en u.s.~ :oac dUtuce .. me. throu&h lb n~otlr o( resale IU'RoAieiiiCIIb with other ion& 

dlJtanee ptovlden, foretp tenaludon ~ lnt_...,.tl pteway rwltcMs aDd lealed and 

OW'IIed tnnPDIINoo fldlttMs. While the Compuy wu lncof1)01'1ted In 111110. It did noc com~ lu 

CWTeDI bvan- u a po>ide o( loQ& ~ een'ka 1111dl tbe ..coed hal( ol 1• DuriDa 1*. the 

Compuy - prial&rily enppd lD ac:tivltlft ollblde the lnternattooal te&eeotu.uDlc:atiODJ ~. 

Ov.rin& the .U moatJu ended JUM 1885. tho Compuy ~acted u u acnt for. :nd ~ 

various couuldn& Mrvlcea to, comptA!es In the te~mmunlca~ Industry. 1o November 1M , the 

Compuy eatablilbed a wboDy OWDed JVbtki!ary (STAll Euope Uatted) ill London, FAalencl 

The Compuy II JVbject to various rilb In cooaec:tlorl wttb the opendoe o( lb bwfn-. Tbete 

rhb Include. but are DOt l1mited to. repl.ttiom (See Noce 5(). depndnee oo tnoPDiaic" Cadlltlet

bued carrlen and IIUppljen. price competition and t'OIIIpetitio>l "- ltraer Industry panldpaDU. 

L Sum !lUll')' ol Stptlant ~dq PCIIIdet 

0 l'rlltdpZ. qf c-w ...... 
Tbe 1«01111*,.._. couo!Jdated &.nudaiiW-ttlaclude the fiCCOUIItt of ST .U Te\ecom•lllll· 

etiiOIU, Inc. and lb wWy OW1Ied ,.,• dl 1 ST.U £on)pe Llmlt«<. tfteT ellmlnm- of t1l P~DIIcant 

la tercompuy eceoutt and t:r11Utctio01 which were not material durlna lM. 

b. &o.nw~ 

The Company record. rev.oua (or JonJ cflmnee te~UAk:l&tloM Jt1es II the rime of 

customer~ FluDce cb..r1a for e<••crer late paymeota arc Included In revenuea and amount to 

132.000 and t1.4117.000 for the ye1n ended DeeembeT 31. 1885 and 1M. •espectiV"tly. Tbe Compan.l 

bad no ,..._ .. m. l.nuce cbarpt d ... 1*. 

The Coalpany daerps Itt customnr 1.5 percent of the outttandln& btlane«lf the cuJtomer II late 

In m&l.L.• Itt paymnt. Two customen, Cbeny CommunlcttJoiiJ and Hl·l\lm Communlcatlona, Inc .. 

reprueoted tbe two ltrplt l*anca for tbe year ended D.cember 31. 18INI. repreMDtiD& 20 percent 

and 16 percetlt or revenue &om late clwpt. respectively. Thae two cuJtomen u.o were the two 

ltraest CUlt~ overall. llpaentln& 11 percent &Dd " perceat or 0\o~l revenue for the yur. The 

two aext ltratJt balances for the year ended Oe.eembct 31. 1M ~epeeeated 8 and 7 percent of 

revenue m. late chua• for tbe year. 

c Con of S..... 

Coat of Mrvicet Npretentt direct chtt~e• from vendort that the Compu~y lncurt to deliver NI'Yice 

to Ita cwtomera. TheM Include '-'1 .. coJt.l for the cleci.IC'IIIed phone llaet wbkh form tht Compuy'a 

network and rtte-peNnlnute cbtl'let from other "'"en that terminate lntematiofttl tn.Ec oo beha!( 

of the Compaay. 

d ~forl~ILoftcDVI.-~ 

At the end of 1M, the Compu~y entered lato optTtlJOJ ..,.ementa with telecommunication 

carriert Ill romp couatrtes UJider wblch lnt~ loa& ciiJtaMe tnJIIc II both ortcmtted tad 

, .. 
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STAll TELEOOMMt1Nlc.\n ONS.INC. 

NOTES • 0 OONSOUDATED FINANctU. STATEMENTS- (Coatlaued) 

tennlnated on the Compaaoy'a aetworit. The Company record. lntematloaal ae«lement revenues a.nd 
related ~fb u the t.ra.lllc: Ia ~ed ln the Jwltch. Fw the yew mcled ~ber 31. 19118. 1178.000 In 
revenue hu been rei:Orded fTOm fore(&n c:uJtomen. 

• • Propmvltlld E.qvlJ1fiWflt 

Property a.nd equipment are camed at cost. Depreciation and &IIIOrtlution of property and 
equipment Ia eomputed UJila& the strl.lsbt·Une method over the followins estimated UJefulllvea: 

Opentlna equlpalent • . . . • . . . . . . . . . . . . . . . . . • . . . • . . . . . . . . . . 5-25 yevs 
LeaMbold lmprovemeDb .. . . .. . . .. . . . . . . .. .. .. .. • . . . .. . .. . Ufe ofleue 
Computer equipment I I I I I I I I f I • I I I I I I I I o o I I I I I I 1i o , I o o I I 0 I 3 ye-us 
F'l.lmlt\1.."'11 and f!xturea • . . . . . . . • . . . . . . • . . . . . . . . . • . . . . . . . . . 5 yean 

Openthl& eqwpmet\t lacludet _., bueed UDder capital leue obUptioiU of t888.000 at 
December 31, 1885 ud 15,985,000 at December 3l . JVINI. ()pentilla equipment at Dec:c~ 31. l llee 
abo lnc:ludet two Indefeuiblel\lahu of Uae (IRU) ln cable ~eau amolllltlna to eUO.OOO and one 
lnte:reat In a.n lntemadoul cable amoUDthll to 1148,000. n- uaets uw &IIIOrtlsed over the Ufe of the 
..,-eemeau ofl4 to 25 yean. 

Replacemenu and betterment:r, tenewab aad tnf'IOnllnary repaJn that mend the Ufe of the UJet 
a.re cepitallaed; other repMn ud mainteD&Ilce are eJpenaed. 'The cost and ~ulated depreC!Iadon 
applicable to _., aold or redred uw removed from the accolllltl and the pia or lou on dbporitlon IJ 
reeosnlted ln othv ln~ or~· 

f. Folr Vclut o/ Fbuutdd ~ 
The canytns &IIIOunu of cub and c:aah equivalents. receivables, other uaetJ. revolvtns lines of 

credit, note~ payable. c:epltal leue obllptioiU, IICCOIIIIU payable, ud acerued Uabllltles approdmate 
their fair va.lue. 

1- St~ o/CMII ft-. 

Durin& the yean ended December 31, 1995 and 1996, c:aah peid for lnterest wu ..:1.000 and 
~.000. reapoc:tlvely. For the wne periods. c:esh paid for lneome tala &IIIOuated to tl .OOO and 
Sl.21l,OOO. respoc:tively. The Company paid no c:ub for Interest or Income tala durins 1~ 

Non-cuh lnvetttns and f!oancln& ac:tlvltla a.re u followa: 
,_.. ..... DJ.J I hr 21, 

....!!!L ... • .. 
Equlvruent purcbued throuah c:aplta.llea~e~ . . . . . . . • . . . . e- • 888.0011 a5,097,000 

l ,oe3,000 Debt converted to equity ••••••••••.•.... . ....•....... 

These nonoeuh lraiiJIIctions ue excluded from the stateme~~tJ Cif caab So ...... 

Cuh equlvaleatJ c:ouUt ptmarlly of money market III!COunu. The Company eou.dden a.ll b.Jshly 
liquid lnvestme:Dtl witb an orfalaal maturity of three montlu or las to be cub equlvalenta. 

It Stoclc S,lll 

On January 13. 10M. tbo Board of Dlrecton authottzed ua ln~ 111 the authortted number of 
common shares fTOm 10.000 to 100,000,000 ucl d'oc:ted a 8.100 IIC»-for-1 11ock Jplll of the Company'• 

JP.e 
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IT.U m-ECOMMUNICATIONS,INC. 

NOTa TO CONSOUDATED J'INAHCJAL ITA'IDI!NTI- CCotttl•lledl 

luued and out~ta.adtq abates. All common ahara ha~ been rctnMictlvely ruwed to re8ec1 the efect 

of the stock tplit. 

On July !2, 18811. tbe Cotllpuy cha~~aed the par vahae o( Ill common stoc:lc from 80.01 peT share to 

80.001 peT abare. All COIIIIDOII ahara have been retroaetively restated to reSect the elrec:t of thu 

chanae (alto JCe Note lOHor po1t year..-d ref1nlcturiiiJ and stoc:lc apllt) . 

1 ~1oNo/llld 

The Company'a two luaett c:wtomen account for approumately ._. ~t and 2V percent of 

poaa ~u ~lvable at December 31, leell and 111M, mpectJvely. 'nle Comp~~~y'a luaeat 

c:wtomer ln 11185 and 111M WAI Cheny Commllnlc:atiotu, loc. 'nle Company' a aecond luam customer 

In 111115 wu Cable tr Wlntleaa and the Compa~~y'a aec:ood luaett c:wtocner ln lee& wAI HI·Rim 

Communlcatfolu, lllc. &c:h of tbae c:utomen ltJNetetlll _,,. thaD 10 perceot o( I"* ICCOUoll 

receivable at o-.beT 31, 111115 bllt ocaly one cuttOtllel' ltpt-U more tba~~ 10 perce~~t o( accountt 

receivable In 19118. n.... customer~ reprbeDI ~ely •1 percat of n:venun durina the yev 

ended December 31. 188e aDd 30 percent or rewtluel for the year nded ~ber 31. 18811. Each of 

these cuttomen re~ota -.thaD 10 pereeot of aJea In Ullll5 while only one rept"e~Cntl more than 

10 percent of AJea to 19118. 'nle Company pnfor11U OIIJOiol credit eva.lu.adoAJ of Ita cwtomen. 'l1le 

Company analyz.ea claily trallc patt.erna and conclude• whether or not the cwtomer'a credit ttatw 

just18ea the tra!lo voluiM. 1( the cwtorner It d.emed to cvry lDO luae a volume In relation to Ill 

credl hlltory. the traSc received by the Company' a rwltch It reduced to prevent further bu!ld up of 

the receivable £rom tbll cwtomer. Tbe Coaapaoy'a allowuce for cbabtfW KCOUDtllt bued on C'lll'rellt 

mvbt coodJdolu. 

Purdwes from the thNe larseat veodon for the year ended December 31. lee& vnounted to 49 

percent of total ~ Pwe~ rr- tbe four !uaett vetldon for the yev ended Dettmber 31. 

1996 amollDted to 51 percent o( total purdwes. 

Included In the Company' a balanc:e aheet at December 31. 18115 and 19118. are the net aueu of tbe 

Company' a International teleeomt'\unlcadon rwltchlna equipment which It locsted In Los Anaelea at • 

cost of tU88,000 at December 31, 188e and in t.o. Anaela and N- York at a coat of t8.205.000 at 

December 31. 19118.111 addition. approu.-tely t17t,OOO of equlpmeot It locsted In forelp countriea at 

D«cmber 31. 1M. 

). O.,.~,. w..-1 Odwr ~ 

Deporlu represent paymenta made to lona dlatance provlden to aecure lower rata. The:ae 

deporlts are refunded or applied aplu fut~~~e servfc:e ard are net or a 12 miiUon reserve at 

Incembcr 31. 18811. Other UMtJ repreaenlllaltlal public oiFertna uperuu. 

k. N•t t..ou ~~ eom_, sn.r. 
Pro forma net &oa per common share for the year eoded December 31. 18811 IJ beaecl on the 

welahted ave7qe nlllllber of common ~ out:at.andJoa &lvlo& e~ect of the convemon of the 

preferred atoclc (- Note 8). Per share laf-.do.n ..,., computed punua.ot to the rulet of the 

Securitlet and E&chanp Commlulon (SEC). which require that common tha.ret luued by the 

Company dunn& the twelve montha Immediately precedlnl the Company' a Initial public olfertoa pllll 

the number of- ahares llmable pumaaot to the put or optioftllu\led durin& the- period. 

be Included In the calculedotl of the ~baret outttandlna Ulloa the tr.uury stock method from the 

bqlnnln& of all periocb preMnted. 

Historical eemiDp per share ere oot preMDted for all perioda, llnc:e s!N!h amounta are not 

meanlnaful In lfabt of the COIIvenkm of the pte(erred atock. 

P· lO 



STAB TELECOMMUNJCU10NS,INC. 

NOTES TO CONSOUDAn:.t> FINANCIAL STATEMENTS- (Co11tl.oued) 

The following ~ebedule aummariua the lnfonnatlon used to compute pro forma net lou per 
common share for the year e-oded December 31, 11196: 

Net lou .............................. ..... .... ............. . . ... . 
Weighted averace commoa ahares oubtalldlna ... . .... ....•.......... 
£Let of atock optlonJ punuant to SEC rules .......... ............. . 
Co11veni011 of Pft{erred stock .............................. .. .. . .. . 

Weighted avenp number of common ahara used to compute oet lou 
per share .... ... ..................... .. .. ..... ................ . 

Pro forma net lots per common abue ........... .... ......... . ... .. . 

• (8,644,000) 
10.57S.OOO 
1 .~.000 

528.000 

12,1118,000 

• (0.54) 

Pro forma net lou per common share reiecta the conversion of 1,367,0.7 ahares of prefe1Ted atock 
Into commoa 'tock upm the efectlvena. of the lnltial publle ofertna at a rate of th'" prefened 
sbaru to two common shares. 

I. u,. of Uti11141tn 

The preparatton of !omdal ltatemeata In conformity with aeoerally accepced accountln1 
princfplea requires IUDaJomeat to make atimatea ud Ul\&lllptloat that afect the reported amounta of 
asaets and 11abtlltfes aud dJJcloture of contfnceat aueta and llabUJtJea at the date of the liauclal 
atatemeata and the reported amounta of reYenuea and upcnaea durtna the reportfq period. Actual 
reault• could dlfer from those eatimatea. 

"' "-"lv hnMd Aocountma ~ 
In Mareb 18Q5, the Fl.nuldal AclcountiDI Standard.t Board (FASB) luued Statement of Financial 

AccountJna S1and.ards (SPAS) No. 121, "Accountfna for the lm~t of Loq-Uved Aacu and for 
Long-Uvecl Auets to be DiJpoted of," wbloh requlrea lmpalnnent louea to be recorded on lona-llvecl 
aueta used In operat:IODt wbeo lndlcatlona of lmpelnnent ue preuot a.nd tho undlKountecl cub lows 
eatJmated to be aenerated by those aueta are leu than tb.e uaeu· canylna amount.a. The Company 
.doptod SFAS 121 durinal• wbJcb bad no Impact on the Company'• 8na.nclal Posttlon or resul" of 
~u . 

In October 1•. the FASB tuued SFAS No. 123. "Accountfna for Stock-Bued Comperuatioo .. " 
SFAS lJ3 eacouracea. but cloea not require. a fair value bued aaethod of ICCOWitlnJ for employee 
atock optlona or lfmllar equity lnatnmtenta. It alao allows an entity to elect to continue to meuure 
compen.ali"'l : oat undeT Aecount1n1 Prlaclplea Board (APB) Opinion No. 25, ''Aecount1111 for Stock 
hsuod to Employee~," but requirea pro forma dltclosure of net IDcome and e&rDIDp .- abue u If the 
falr va!ue bued method bad been appUed. The Compa.ny adopted thiJ 1tandard In 1~. electtna to 
meuure compeosation c:on under APB 25 m .d complylna wftb the pro fonna dbdolure requlrementa. 
Therefore, the edoptloo of SF AS 1J3 bad Uttle lmp.et on the Company'• 8.nanclal poaltiOD or reaulta of 
operatloM. 

3. Linn of er.d!t 
CL s.ni ~of C'ndlt 

On NovembeT 13, l8Q5, the Company entered Into an qreement for a one-year e1 million 
revolvlna credit r.dllty. Oa October 4, 111118 the bank lnereued the revolvln& ered.lt facility to 
f12 mllllon, lndudlna draw• on the line and outatandlna letten of credit. a.nd mended It to May 1. 
1997 (alao tee Note lOe). Any borrowlnp under thlJ facility ue UmJted by tho balance In eUatble 
accounta rec:efvable. u debed. ud belt lntereat at the ,Prime rate pl111 1 pen:eat (U& ~nt at 

F·ll 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS- (Continued) 

Deeember 31, 1M). The .,.eement aii0W1 the Company to convert ~rtaln amounts Into ahort·term 

obllptiOIIJ that bear Interest at the bulle' a UBOR rate phu 3.5 ~~ (11.1 ~~ at Decem~~ 31. 

1~) or the banlc't coat of rund't rate plw 3.3 pe~nt II the time of fundlnJ . Upon matunty or these 

sb_ort-term obllptions. the l11terat rate on these bon-owlnp cooveru bade to prime plua I pereeot. 

Thll fadllty II con.terallud by virtually allaueta of the Company. Peno~ under the revolvfna 

credlt fadllty lw been lu.&ranteed up to tlO ml11Joa by the ~rity ttodcholder and ollicer of the 

Company. The apee1M11t contaiDJ certain Bn•nc:fal and oon-&oandal covenants which lndude. amona 

other restrictions. maintenance of minimum leveb of net Income. tanlfble elfectlve net worth and 

woricfn& capt&l. At Deeember 31. 111M. there were no uwed &mOUIIts available to be borrowetl 

apiAJt thiJ lille of credit. In addition, 1M bulle luued a waiver to cure non-compliance under the 

tanlfble elective net worth, eunent raUo, ratio o( totaiiJahtliti• to tanlfble dec«ve net won h. net 

Income aft., tu• for the fowtb quarter o( 1~ and tbe ttocltbolder aubordlnation covenanu for the 

period eoded Dec:embtr 31, 1~ and continuln& thrnuth Man:h 30. 10117. when new covenants came 

Into dec:t. 

The Company entered Into a one-year •100.000 revolvfns line of credit on July lG, 10115. 'nlla 

fadllty's Interest rate wu the prime rate plw 1 ~t and lt wu paid off and terminated on July 19. 

1~. 

The we(ahted avtn~e lnteNtt rate on the above facilities durlna the year ended Decem~r 31, 

19G5 and 1~ waa 10.21 perHnt and II.M pereent, retpectlvely. 

b. u- ofOmiU IOUit ~ 

At December 31. 1M. the Company's ~ linea ol c:redit wtth the majority ttoclcholder and 

chief exeeutlve olllcer of the Company totaled •l • ..S.OOO and mature on Man:b 30, 111118. Interest II 

pay..,le at maturity at a rate of II percat. Theft wu t1.4U.OOO available to be bon-owed aphut these 

lines of credit at December 31, 1~. The Company reeos:nlled lnterett expente relatln1to thiJ debt of 

10, .u.ooo and mooo tor they.., eoded Dec:ember 31. I liM. 111115 and 1~. rape<tlv~ly. 

4. Loq·T- o.bt 
a. Now tov-bt. 

Oo October 4, 111118, the Corpany eo teNd Into an NOO.OOO variable rate lnsu.llment note with a 

bank. The ..,.._t c:alh for moothly peymentl of •2J.W plw lntercl1 at the prime rate plw 1.5 

peree111 (11.75 pereut at Dectmber 31, 111118). The note II due In full by October 1. 1111111 and II 

collaterallred by related eqvfpment of 1M Co:npany wtth a eott of •m.ooo. 

F-It 
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N01D TO CONIOUDAT!D PINANCLU. STA'I'EMENTS- (Continued) 

b. c:.pW ,_ ~ 

The Compuy &.- vu1ow te!eeommunlc:atlocu equlpm4nt und~ capital luae UTIIIJtmenll 
MlnlmWD fllt\lre leue Plrmeotl \lACier thete ~tal leMa It December 31. Ulee are ILJ follows 

......... o ... ~J, 

1W7 .•••... •... .. · ·•··•···•······· · ·· · · ···· · ········· ·······•··· 
191111 •••• •• ••• ••••• •••••• • •• • •• .•• •••• •• •••••••••••••••••• •• •• • ••• 
181111 .. ....................... .. ..... .. .............. ...... ..... . 
2000 . ........ . ................................ . .......... .. .... . 
1001 .................................................. ........ . 
Thereafter .. .. . . .. . .. .. . .. • .. . .. . .. .. .. . .. . .. .. .. . .. .. .. . . . . . .. 

Lea:,._., rept"ee.eatto,mterest . •.. .• ...• . ..••..... .... •..•.•. • 

11.490.000 
UIIO.OOO 
1,4110.000 
1.408.000 

1181.000 
748.000 

7.607.000 
1,1172.000 

M3S.OOO 
Lea: Currnt portfcm • • • • • . • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 827,000 

14.808.000 

A~umulated amortfutlon related to aueu Snanced undn c•pllalleuea wu t511.000 &Dd t:IU,OOO 
at Decernber 31, 1811111L11d 11188, rtrpedivtly. The Compuy had oo uaeu 8n~o~~ced uod~ capjtalleua 
dlll101 18114. 

5. C -.aJbHIIII ...t C..tts.,..a. .. ~'-
The Co~~~pu~y 1-ollce 1p1ee. dedlcated pafvate telephone Una. equipment and other Items 

under varlout IIJ" ru a:Prtal ~ IOOS. At o.e..ber 31, 11188. the llllnlmum aarqate 

peymeob Wider -~ operllfJII kiMI are rumma.rtud u followl: 

y_.!!!aaD t 21, 

111117 ..... ..... ....... ......... . 
11188 ........... .. . . ... . ....... . 
181111 ••• • ••••• •• • •• ••••• ••• •••• • 
2000 .. ... .... ... ............. .. 
20111 • ••• •••• •• • ••• ••••••••••••• 
Thereaftv ..... .. ............ .. 

a...reo~Ht~oo _.. , 

• 383,000 
384,000 
:lOe,OOO 
Ul,OOO 
214.000 
281,000 

115000 

T 
, ............ I ... 

• 1.fi3,000 
1.581.000 
1,710,000 
1.710,000 
1 ... 1.000 
; e11r000 

11ld'1.00'l 

' 1.688,000 
1,955,000 
2.0111.000 
1.951.000 
1.655.000 
3.897,000 

113.163,000 

<>tBc. &dJity lllld eqJda; rt l'ftt aptUI for the yean ended Oeeember 31. 111114. 1095 &Dd 11188 
wu qlpt'Odlutety 17,000. 1125.000 1o11d 1881.000. rt~pectlvely. Ttlecomm~&~~lc:atfons £lldllty &Dd 
equlpmnt l'ftl UJII--~)' MkOOO 1Q 1111151L11d 87,180.000 1Q 11188 &Dd U ifldudecl ln 
colt or aervkel lo the -..aoytaa .... _ ... of operatlotiJ. 

b. &.p~a,_, Ajiw t.~tD 

D1111o1 11188, the O.peoy toteted Into ...,lo)'JIICat ..,......nu with ~ employ- and 
a.meuded the -p&or-rt .. M-tlt of the Compuy prllidnL Some of tb.e &peeiiiC1ItJ provide for 
a contlnu&tloa of talariee I.D tJM evt11t of a teradnatJotl, with or without C&IIM, followln1 a eh&lllt In 
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NOTES TO CONSOUDATED nNANCIAL STAT'DfEHTS- (Continued) 

control o( the Company. One qreement provides for a auannteed aalary continuation of at leut ala 

months after termlll&tlon and another, under ~ruin conditions. for a payment of at lust I UIOO.OOO In 

the event of a chan1e In conti"'I of tbe Company. 

The Company entered Into a ~ultlna ~nt on February l!g, 1996 which wu convened to 

an employment tll'ttah!llt on May 1, 1gg6. The employment 111ftment Is with an olll~r of the 

Company. lt Is for a two year period and providn for continuation of aalary and ~naln bcneSu for up 

to 12 months after termination. The Company a.t.o entered Into two 1eparate 11oclc option a,veemenu 

with this olll~r <- Note 8). 

Dunna 1811C1, the Company e..pented 1118,000 of del~ compenlltion N:latlna to these 

epee menu. 

c Purelww Contw!II'"'"U 

The Company II obllptecl UAcNr varfo\11 MMc!e ~nu with lona distance carrien to pay 

minimum usqe charaa of approdmately SSJ •.ooo. 111.88.5.000 ud 1900,000 for the twelw months 

endlna December 31. 1W7. IM and 111\)9. respectively. The Company antldpeta tucceedlna the 

mlnlmlliD u-. voiWM with that YHCion.. 

d. Lr1Un of end It 

At Decem~ 31. JIIIICI, the Company bas dJht standby lett en of ~t ouutandlna. which upln 

bflw~n January I. lW7 and November 2.5. lW7. Th- lcnen or C'Ndlt «~tal 14,'7!Jl .OOO, or wblcb 

U.ll01 .000 are ~eeured by the bank llne of credit and la.l50.000 are aocurecl by 1ho1 :. term lnverti'M!IU. 

t Ltpl ltletttn 

The Co.mpany Is Nbject ' to lltlptlo.o frvm time to time In the ord!Jwy coune of bUJineu. ln 

February 1-. the Company IDecl u actloo lo Santa 8uWa Cowlty Supmw Cowt aplnst 

Communication Telesywte11111 IDtef'Datioul (weTS*) -ldoa 11.0 IDIWoo ln d•maps fw an allepd 

breach or two contnctJ with crs. 1'he Company clallllll that crs filled to pay •moneY' due to the 

Company and JUde certaJa demaDdl thM crs- not entitled to ...Ice I&Dd.r the COfttfKt and \bat 

crs then repvdlat.d the contncb. crs lied • ..,.,..te action IPlnJt the Company, ~ to 

recover liquidated ~a of M.O million for the Company'• allepd brncb of one of the contracU. 

CTS clal11111 that It IJ endtlecl to liquidated c!amaces u a result of the Company's failure to deliver an 

lncreued cash ~"J))O!t. The Company - arantecl 1ummary Judp!nt oo CTS'a Flnt Amended 

Complaint claims on Mty 14. 1097. The Company antendl to pursue ill claim aplnst CJ'S and to 

viaorO\III!' deftnd aphut any potential appeals by CTS. There ('an be no auuran~ howe.,er. that the 

Company will pt"eYall either ln ill collection of ~es o r In ' rr. ' • .,-ln. an· potential appeals 

by crs. ln addition. whetbl'r or not tht Company Ia able to collect Its t!IUMJa or weN: to prevlllin 

any potntial ~ RICh colle.ctfon Pf'OCft' and appeal COilld be time co1U\11111na and COIIJy. Sin~ 

CTS's COUllterclabD II bued on liqllldadna ctaa..ces. where CTS wlll elth.,. prwvall or not prevatl. a 

ran~e of lou cannot be determined. 

DurfnaliiiiCI. the Company .en led a ~t with a former COIIIUitant to the Company for a 

payment of tlOO.OOO. 

I T•'-"'-~ ttp/etlon ftlvi~IOJ\I 

ln the United States. the Feder.! Communications Commladon and relevant ltate Public Service 

CommlulonJ have the authority to resulatelntenaate and lntrutate rata. t...,.ctfvely, ownenhlp or 

transmlulon r.ctUtia. and the ten~~~ and coodltiOIU llnderwblch tbe Compuy'a M"ices are pt'OYfded. 
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NOTES TO OONSOUDATED FINANCIAL STAT'DIENTS- iCoati•uecl) 

LqlJladoD that lllhctaot:lally revlMd the U.S. CoaamunlcaUotU Act of 1834 wu alped Into lbw on 
Febnaary a. 11188. 1\e ... detsoe baa .,.ct8c pidetm. ud.r wbJcll the rqional operadna ~mpanle.s 
(JUIOCa) cu prowide loq dUtuce •Mc:a. wbJcll wtll s-mft tile RBOCa to compe1e with tM 
Compuy Ia Jlf'OYidilll domadc aDd IDteruaaoul loaa ~~ ~icu Fwthn, the lqbl&tion. 
u:noaa otMr Wop. opau local Mt¥tc:e mubta to c:ompedtioa from uy endty (lncl~Mllal Ions 
dht.uee cant.n,.ueb u ATilT, ce&e televiaoa compuiee aDd utillda) 

Bec:aUJe the lqlslatioa opeN the Compuy'a awbu to edclltlonal ~petition. putleululy from 
the RBOCa, the Compuy'a eblllty to ~mpete may be .Eeded. Moreover, u 1 reault of and to 
Implement the lestalatfoo, certain federal aDd other aovemmental replatlona will be unended or 
modJBed. and any .vcb am.endment or modJScation ~uld ha,ve an elect on the Company' a b~neu, 
retulu of operadou 1M banda! condition. 

e. IW~ttcl P.ny Tn dow 

Tbe ~ "ocllbolcler aDd duef aeeattve olk.r o( the Coalpuy OWDS two-tbirda o( Stu Aero 
Se:t <'lc:ea. IDe. (Stu Aero). Star .uro·a priDdplll UMb rept ... llt &!Jl)lua whlc:b It provtd. to the 
Compuy for b-'11• traveJ oo ua u -w bub. 1D """""' the Compuy paya for emu related to 
the airplueL 1t1r AMo reUabunee the Compuy for c:erWa eotb re1atfna to the malnt..,.,._ of the 
plana. For the,_, -*1 Deenlber 31, leN. 11185 aDd 11118. the Comp.ny pUd tO, tl.._OOO iLDd 
t6&,000, respectively, Ia c:ottl mated to the - o( Star Mro ,.me., AI o( December 31, 1M ILDd 
191l6, the Coalpany baa a ...mble from Stu Aero o( 1116.000 aDd tl15.000, respeetfvely. 

Durtllt 1885. the Compeny ID\Wied 1111.000 Ia a ~puy rel&ted to aa employ .. of STAll Uld 
purcbued ..vtc. from that COIIIP&IIY Ia the .-.at of 118'7,000. Dwfnalll85 aad 1118e, the Company 
pu. :hued c:olllllltfna aervlcel from a ~DY OWDed by a boe.niiJMtllher Ill the IIIIOWit of MO.OOO 
and 1154.000, lttpeetlvely. Dun-a the,._. nded Deeembel- 31, 11K15 mel 1118e, the Compuy alao 
provided lona dbtaDe. telephooe ..me. to a cothp&n)' eontrolled by another boud memb« In the 
&mOUDt ofU3.000uclllll0.000 rapectf\"f,ly. DurlJialll8e, the Company puKhued lelecommutllc:atlon 
te.mc:a &om three eompanftl eontrolled by a Company euevtlve for IUO.OOO and made up front 
paymentaln the -~ o( 17S8,000. which are IDeluded In depo.lu ln the acc:ompan)'lna Snandal 
ttatemeou at Deeember 31. 1M. • 

7.111Co1DeT.._ 

TbrouP o.-mbel- 31, 11185. the Compuy bad elected to be tued u an ~on (or both 
fedenl and atat. 1-. tu pwpo~a. WbJle the electicm wu In dect. all taxable Income, d.dlldlona. 
loaes and cndltl of the Compuy were lnduded Ill the tu rotunu ol the~ ~y. 
for fedt.al llleollle tu parpote~, no tu beudt. llabJllty or prorilloo baa been rdected In the 
aceompu)'hll&nllldalltltliiHtltllt IHeelllbet 31. 1DD4 and 1005 and for the yean then ended. For 
ttate tu pwpo..., an B-Corporatlon It avbject to a 1.11 peroent tu on taxable lneome, with a mlnlmum 
tu of approdnwely 11.000 uaovally. Uecttve Jaauary 1. 1118e, the Compuy terminated Ita 
S.Corporetlon electioo and Ia - tauble u a CCorpol"'ldoo. Tbe Compuy accout\ta for locome 
tua Ill aceorcluee wttll SFAS No. lot, N Aeeowlt!AI for lncome Tu..," u~ which deferred UNtl 
and llabiJitlee are ptoricled oo dtl.e- bet•"n lnwlal reportllll and tuabM 1- wJna 
enacted taa rata Def'tned 1.- taa npnMt or mtdlta ere beMd oo the c:haaaa IJI clelerTed 
Income tall UMtJ or llabllltMI from penod to period. 

Under SFAS No. lot, d.fer•ed tall ....u -Y be f'KOIJill*l (or temporvy ell£••- thali wtll 
rault In deductible -~~ ill fottn periods. A Yaluadon ellowanoe It ,..,.,.,.bed II on the ,,,ef$)11 o( 
available evtdeoee, It Ia 8ION llltely thaD DOC that IOIDe portion or all of the clef' amid tall UMt wt1l not 
be reallnci 

F·l5 
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NO'II:S TO CONSOUDATED FINANCIAL STATEMENTS- (Continued) 

11me Ia 110 aauruce thai the Compeny wiD continue to be protltable In futun perloda, therefore. 

a valuatioo al.lowaDce hu been recoplted for the full amount of the deftn"ed auet for ncb period 

pteR~~ted. 

Tbe C:OIIIponeJIU of the Det defeneci t&l Uletl at Dec.mbcr 31, llle5 aodl!l96 ate U follows: 

Defetr9Ci t&l UMtl 

AI-- for bad debu ................ . ........... . 

~Uaecott .................................. . 
Vacadoo accnaal ••.•••••..•. ••••.•..••.....••••.•.•• 
Deferred~ .......... •............ . ...... 
~bollu ... ........... . ............... . ..... . 
Aecrv.ed toterett. ............... .............. . .... . 
State loc:ome tuea .••••.•.•.......•.........•....... 

Defernd t&l IWMJityl 

Depredatioo . . .................................... . 

Sobtotal ...... .. ................ ·· ·· .. · ··· · ...... ·· ·· 

Valuation reeerve ..•.•..... .•.. .. · · · · • · · · · · · · · · · · · · · · • 

Net clehnecl tu UMt .•.••.•.•.••.•....•..•••..••.•••• 

·-..__, 

• 3.000 

3,000 

(l ,OOO) 

2,000 
,~000) 

• 

·-,,.., __ ·-
f83.000 t 3.104.000 

101.000 
24.000 
47.000 
115.000 

6,000 
48.000 

88,000 3,44$,000 

(118,000) !1165,000) 

30.000 ua..ooo 
{30,000) ~~~000) 

1 • 
The proyUion for loc:ome wet for the yan eaded Dec:ember 31, 1884. IRS and 18116 are u 

foiiOWJ: 
IIIC ·- ·-Cu.rreD t • Federal tues .•...•.•..•....... .. ......... ...... • • - • - t3el.OOO 

• State cu. .................. ........ ........... .. 1,000 1,000 141.000 

1,000 1,000 534.000 

Defened • FedeBI tues . ..•. . ....•........ . .... . ........ .. . 
• State wet ......................... . ............ . 

ProvUion for loc:ome tun .. .. .. .. .. .. .. .. .. .. .. .. • .. .. .. .. . tl ,OOO tl ,OOO f534poo 

There Ia no difereace between hbtorical ud pro forma provision for Income tuea for the yean 

ended December 31, 19N ud 1805 because the amount of provWon Ia the minimum atate tuea 
payable. 
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STAB Ta..&COMMUNICAnONS,INC. 

NOTES TO CONSOUDATED f'INANQAL STAn:aaN'TS- (C:O.tbl..t) 

Dlf~ betweea the pnMaoa for IDCOll\l tu• lAd lDCOIM Wet &I the Jtatutory (ederaJ 
Income tu ntt (or the yeen tDCied Dteember 31, 1V06, 1185 ud 111M..,.. u follows: 

• · ...,. ,..r.,_ .. 
... ..!!!!.. ... ·-

Income tuet &I the .wvtory federal 
rate •.••••.•.•••...• . •.•. ••. ... ••• • - • - eC4l,OOOl eull3.ooo> •ct.on.ooo> (34.0) .. 

State Income tua, Det ol kideraJ 
income taz e!'eet ...•.••••••...•.. 1,000 1.000 1,000 1,000 (3'75,000) (6.1) .. 

Clwl&e Ill valuatloo ~ .••. . •.•. uai.OOO 47.1 .. 
Tu beMits oot ,.....,., ...... , ••.•..•. 41.000 1113.000 
Meab lAd llfb ..................... - 1~000 1.~ 

fl .OOO - ••,ooo • tooo • •,ooo • 534.000 8.~ 

8. STOCK omoNS 
On Juuary 21.111M. the Compay adopted the lee8 Stock lllcnttve Plu (the "Pl&n.). The Plu. 

which wu emended OD Mudl3l. 1M. provides for the pantiq olltodt opdODI to pun:bue vp to 
720.000 •hares of c:o- IIOck ud ~ Jllolli&IIY U. 1006. Opdotu pant.d b«ome aerc:bable 
&t a rate of not leu than 10 pen:eot per year few Sve yean. 

Sub .. ent to the &dopdOD oltht Jltu, t.be Compay panted two employ- optlo111 to pun:.hue 
a total ot 3e0,000 slww ol the Coaapuy'• - a:oc:Jc eurduble at the fair mari.et value oteuo 
per 1h11.re u d.tennJA.ed by the loud ol Dlrec:ton. OM-third ol the opdou ue exerdable 
lmmecUately. The nm&iniJII opdou are eserdlable eqgaDy oa Juury I, 11187 ud lell8. 

Ill M&y lillie, the Coepuy l...d u addidooal33'7,100 stoc:k opdou to cauJa n~plo,_ ADd 
coDIUitanu uDder the ...._ ol wbJeh lo.tOO ..,.. ~tly c:ueeled. The opdoal ue eurdaable 
at fair marUt value ol 13.00 per share at the dae ol t.auee, ADd vwt t.btouP Aupst tooO. 

ln connec:tlon with tbe oouultJ"' acreemnt ud svbHqunt employment •-• wtth u 
ofBeu or the Compuy, the Company ntered blto two ltpU'Ite ftock optloa .., .. _u. The 8nt 
llfeellmll. dated Nardi I , ... po\lldet ror 100.000 ~ttv. etoc:k OSJdotu es:en:bable UomcidJ. 
at ely. The optioat..,.. ~ .. fair IUibt value .. the date ol l~Nuce. whlcb- et.oo per 
share, &nd npUe lA 10 yean. The MOODCiltock option &p"Hment WU entered Into OD t.f&y 1, 181M for 
an addltton~l ~.004 .tw. to alto be luved at 82.00 per ah&re. Th- opdocu vett hell on Mvcb t 
1997 &nd IWl oo Mardi 1, 18M. TheM optloaa, whlcls eqlfrelo 10 yean, 111ay be rubject to acce1enated 
veJtln& If a clwlp to control OCCUI"I, u deined. 

On May 15, 1ee8. the Compay panted 100,000 options, valued at 13.00 per shue at the date of 
luuance to a director. Of th- optloM 34 perceot ..,.. aerc:Uable lmmedl.etely. The moainla& optlotu 
are eurelable eqvelly oo Way Ill, lW7 ud 18M. 

On M&y 14. 18M. the Co~~~puy ldopted the 18M Outatcle Dlreetor NollltatVtory Stoc:k Option 
Pl.an. The number ol atw. wlidcb _,. be INued uDder tlW plea upoa aet'dte ol opdoaJ 111ay oot 
neeed 100.000 aharet. The aet'dte prb ol u opdoD Is detenaloed by the loud ol Dlrec:ton and 
may not be leu than 85 pcrwat ol tbe (air IIIUbt value of the C01IlliiOft stoc:k at the time or pant ud 
hu to be 110 percent of the fait -at value of the COIIImOtl ftOck c the tt.. olpant if tbe opdoo Is 
vaoted to a holder of_.. tMa 10 ~ ol the- llKk Olftltancltal At the dJacsetMI of the 
admlnlltrator, the opdoaJ \We It a rate o1 oot le. thea 10 pcrwat per yeer, whlcls m&y iiC c 11 trite 
upoo & ehau&elo control u delned. The plu eqllret on M&y 14. 1006. On M&y Ill, 18M. the Compuy 
luued 40,000 optlon• undet thu pl&o &t 13.00 ~r thll.re, which vest Immediately ud aplre 10 yean 
from the pant date. · 
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On 5e'jltmlbtt 83, 18M. the Compuy adopted the 18M Supp&.awftt.l Stock Opuon Plul. This 

plaa which apbw oD Aucut :U.IOOI, ,...,a.c.. the ftaD aod hu euentially th. aame fhtw'u. Thr 

Compeny CUI liNe optloDJ or other rilbtJ to purchaM up to 1,000,000 sh&~e~ of rtoclc which expire up 

to 10 yean after the date of .,ant, escept for lncntlve optionJ wued to • holder of more than 10 

pm:ent of the COIIIJDOII rtoc:k outttandlnJ, wblcll aptre he y_, after the date of .,anL On 

September 83, 111118, the Compeny .,anted11e..500 opdoDJ under this plan 11 18.20 per share. which 

vut thtouah September !1000 of whlc:h UOO a"- weN •ubeeQueotly canceled. 

ln Oc:1ober 1811e. the Compuy w1Mid IM.IIOO opttolu 11 18.20 pet share . .. de1ennined by the 

Boanl of Director~. aod Ill December 111118. a.n lldd.ltiooaJ 85,000 optloDJ were wuedat 13.20 per share. 

11le Boud of Dl.rectorl dete:rmiAed the -ut value ol the December optioDJ to be tUO per shan. 

The Compeny is recopjdn1 the dlf~ WtwND the awbt value at the date of lfalll and lho 

exere.lte price &I ~mpelllldon erpeoM over the veetlnl period. 

Stoclc Opdota lnfonMlloa wit~ raepect to the Coepuy'e 11oelr Opdoo plw It .. follows: 

Bala.nce 11 December 31, 181115 ••••.••••••. 

Adoptjon of 111118 Stock lneeatiYe PlaD •••• 

~:e~fv:'~ ~~.~~· .S.t~~ ........ . 
Canceled OpHou ...................... . 

OpdoDJ .,....... outllde a piu .. .... .... . 

Adoptloo q( 18M~ Dltector Noe 
Statutory Stock Opttoa Plan ..•........ 

Cra.ntedlllld. 18M Outdde Dtrcor Noe 
Statutory 5toc:lc ()pttoa Plan •••.• . •.••. 

Adoption of 111118 Suppleme"nt.l Stoek 
Opdoo PlaD ........... . .. . ......... .. 

<>r:::n; 8;:o~~.~~ ~-~~~~ . 
C&DceJed Optioal ...................... . 

Bala.nce 11 Dec.mber 31, 1IIIIHI ••••• ••• •••• 

E A~ Or!'- ,!£. 1:F 
• • 

710.000 710.000 

(887'.100) 118'7.100 1.50-3.00 l.M1.000 

10.800 (lo.IIOO) 3.00 (32.000) 

500.000 500,000 l.oo-3.00 UGO.OOO 

!00.000 !00.000 

(40.000) 40,000 3.00 120,000 

1.000.000 1.000,000 

- . (4ee,OOO) 488,000 8.20 3.421.000 

11100 {1..500) uo {20,000) 

!.4201000 m 1wo 1.1111(),000 t1,50-IIO M.&<e01000 

The Compeny hu elected to .dope FASII No. 113 for: dltc:locute putpOMt only aod qlplla 

Ac:eountlnJ Prlodple lloant (A.PII) Opinion No. 2.3 a.nd related lnterprelldoDJ ln ac:eountio1 for IU 

employee nodi optioDJ. Apptolimately 150.000 ln ~mpeuatloe ~ W&l reeoplud relatln1 to 

~nsulta.nt opdotu for tho year eodod Detem!Mr 31. lGOe. 

Had ~011 cod for rtoclc optloDJ awarded under thae plaDJ beeo determined bued on 

the fair value at the data of .,ant CODJ!Jte11t with the DMthodoJosy of FASB No. 123, the Compeny's 

net 10&1 aod loot per lhaR for U.. year encled December 31, 18118 would have relected the follovriDJ 

pro-fonna ._.b: 

AI repotted • , ••••• ' , •• , • , , , , • , , , , , , , , . , . ..• • • , ' , •.••. , , , I ( e,e.t) t ( o.54 ) 

J'ro-(otma • • •••••• •••••••••••••••••••••• • ••••••••• •• I'... ~(7,117) I(OM) 

The fait vahae of eac:h option IJ'&Dt is Cldmated oa the elate or IJ'&DI ustoa the miJll- value 

method of optloD prlclq with the followiDJ &IIIIJIIptio1U uJOd for the .,anti; wetshted a.,.,....e riA 

free lllterett nte ol &3: eKpeeted dlvtdnd )'lelcb ol 0.00 peraot: aod u apeoe:teclllfe of 10 yecn. 
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Beca~~~e the C..ptuy did not have a ltock option propvn prior to IOie, t .. • retultlna pro.(orma 
COmptlllldoo COlt may not b. repreaentatlve o( that to be n~ed In future yean. 

A Nmmary of the natus of the Company"s rtodt optloiU at ~mber 31. 11196 and activity durinJ 
11196 IJ preMntecl In the table below: 

Oul.ltandlna at December 31. 11105 ..•......•.•........ •. . 
Cranted .................... . ......................... . 
Exen.iled •.......... ......•........•.•.•......•........ 
Forfeited •..•.••.• .•.• . . .. .•... .• • ....•.•. . ......... .. . 
Expired ................................... ............ . 
OuuteDdlaa at December 31, 11* ........ ..... ........ .. 
Exerdlable at end or year ......... ..................... . 

WeJahtecl1venp fair value o( optloaaaranted ..•... • .... . 

. -
1.703.100 13.87 . -

13,100 13.99 . -
1.690.000 13.87 

444.500 IUS 

11.94 

1 228,50(1 of the opdOM outrtandlna at ~ember 31, 11196 have an enrclse price between tl.liO 
and *3.00, a wapted IYef'lle eurdN pdce of t2.f.S with 1 welahted everaae re111A1nln1 conu.ctual 
life of 9.5 yean and ~ o( theN optloM are esetclsable. 463,1100 of the optloiU ouutandJnj have an 
e•en:IJe price or 1&.20 ud 1 we:lahtecl 1v~e remalnlna contractual life of 9.9 yean. none of which 
are uerc:IJable. 

~. C.,ftll Stodl 

DuriDs 1884. the Compuy lllued 8,.1()0.810 ahara or atock to the Comp&Dy'• founder- for 110.000. 
Dwtna lilll5. thia atockboldel- convmed t9110.000 of debt Into Clpltal for no additional 1harea. Du.ri03 1~. 
the Company aJ.o lilued 809.190 .bares to another executive of the Company on conVOT'Sion of a loan. 

Oo Febnwy 113. 11*, the Company 101d 999,990 ahares or common rtock to variou. lnveston for 
11.500,000. n.- atoekbolden entet'ecl Into an apeemeat contalnlaa 1 non.&lutlon c:ovenanL The 
covenant al.lowa the laveston to purduM .WSclent &bare~ of common atock to maintain thelt current 
Interet~ In the Company In the event of future atock aalea. Tbe stock purehue aareement lfves the 
lnveston the aame nptl of Snt ntlwal. rqlltratton or other rtahta u the Company may arant to other 
stockbolden. 

On July U. 191M!, the Company sold 91-UOS shares of common atock to an Investor for U ,068,000. 
Conc:WNnt with thiJ atock aale. the Company entered Into a resUtr&tlon riJhta ..,-eemeot with th~ 
Investor. Ac:c:ordJ111 to thb .,ree:ment, the Company hu to we Ita best ell'orta to ell'ec:t fi!JIJtratlon of 
the•e share~. Tbe atock pwc:hale apeement also provides for non dilution riahta &Dd oahu or 6rat 
refuaal which t~e apoe an uoderwritten pubUc: oll'ertaa of common ltock over 15,000,000 and 
certain merpr ti'IIUIIctiou. 

0o July 25. 1888, the Cotnpaay sold 1.387.0n &baret or Sertn A prefen-ed 11oclc to a JrOUP of 
lnveJton for 17,500,000. 1be holden or PN{err.d lhal:ft have voUna npu and are entitled to receive 
&DIIual noaCI&IIIulattve dJvidudl of 10.33 per &bare. payable oaly If and when declared by the 8ovd of 
Dllec:ton. AddJtloDel dlatrlbuttoM or dividendi are to be dlrtrtbutecl to common and pnfured 
slwe.holden ptopot11onltely. 11leJe prefmed shares altO have llquldat:ton pnfercnc:e In the amount 
of 15.48e3 per share piUI declared but unpaid dividench, and may be converted to common stock at • 
retto of3-fo~2 at the opdoD of the holder. In the event of a public oferiq. u de8D«i. eac.h three JUc:b 
preferred ahua UJtomatic:ally c:oovenJ to two abares or common nock. See Note 2 for pro forma 
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NOTES TO CONSOUDATED FINANCIAL STATDONTS- CCo•ti•vecl) 

nnWip per dw. computadoo UNIIIIftl the pre(eneclltOCit heel b.er coovcrtod lllto common rtock 
It the besfulll& o( the year. 

ln coalleCttoD with thb ttuAction. the Compuy ud buyen of the prefen-ed dwa ntencllnto 
&D l.nvato" r1ptl qreement which obllptet the Compuy to :1. up to two repatration .Wemenll to 
rqilteT IIICh alwes. n..e stoc:lrholders alto may requn tbe company tn &le ldditiooal ~on 

statemntl oo r- S.:S,IUbject to certalll coodtt:lotu ud llaltat~oas. 
Holden of approximately 1.1114.000 ahara ol-ltock are alto ntld«< to l:flUin ~ 

ripts. 

10. Uudilecl Flnt o-tw lafonudota 
The un&lldlted baadalstatementJ for the three-111011th per1ocb eoded ~h 31. 18M an.d 1987 

rdect. In the op(nloo of manaaement. all -.djllltiMfltJ (which !Delude oDiy nonul NCWrin& 
adjustmeatJ) 11~ to fairly preMIIt the 6Jwtdal polftioo. ...WU ol opendou ud cbuaet Ia 
euh 8owt N ol ud for the per1ocb preN~~ted. 1\- wwadited I111Ddal ,.._..tJ .boule! be reed In 
eonjiiiiCdon with the audited lllalldal autemntJ ud relat.cl110tte thereto. 1'1141 retUitJ for the lnterial 
periods presented are 1101 11eeeaarlly lndlndve of NNlt1 to be apected for the Nll yNI. 

o. Nn 1-hr eo.- SMn 
Net loeome per common ahare for the three months eoded Maroh 31. 18M ud 1W7 are bued oo 

the wdpted &Ye1'11p oumber of common ahara outlt&Ddioa ud tht dllutiYe elect of rtock options 

OIIUtanciUia. 
Net IDCOtM per ahare for each of the thlft 111011th.a nded ~b 31, IM ud 1W7 have been 

computed 011 a pro-forma beaU &1\ltftl el'ect to the coo\lti'AOII ol pre(en-ed ltock. Historical eanlinp 

per share are 1101 presented. llDce Nch IIDOIIDtJ are not -1Qifv.l Ill Iicht ol the eonYemOII o( the 
preft'l'ftd ttod! c- Note t). 

The followlq tchedule l\lllllllarlut the lnfon:aadon OMd to compute pro fol"'lla aet •- per 
common share: 

!.!!! • .., • 

Net l~me .•.••••....•......•....•..•••... .• .••.•.•.•••.•••.•.. 

\\'ua}ltee~ a\ltrlp co11U110a ahara outltandlna ..... .. ..... . ...•..... 
Con\IC!IIIo11 of pnfarrecl rtock •...•.••••.• .•• ....•.. .. .......••••.• 
DllutiYe elect of ttock opdou pumaaot to SEC Rulet ... . .•.•......• 

• !48,000 

t.tM.OOO 
130000 

1.!)!15,000 

Weiabted &\/trip eommoo Jbares OMd to compute aet r- per 
share . . . • • . • . • • • • . • • • • . . • . • . • • • • . • . • • • • • • . . • . . . . • . • • • • . • . • • . • • 11,!!1.000 

Pro forma net Income per common ahare . . . .. . . . .. . . . . .. . .. • .. • . . . I 0.08 

b. Prvolriofl for ,_ r-

• 1.431,000 

10Jil4.000 
111,000 

1,000.000 

lt,a!S,OOO 

' 0.11 

Tbe ~ for tDCOtM taut fot the three months encled March 31. 1M l.a bued on tM 
ntlmatod &Dnualtud t.u rate (or the year. 11M pnMJioft for •- t.ues 81 March :11. 11187 It bued 011 

tuable 111- lot the thne -tba then eoded. beeaiiM the 11et d.(eu eel tu .... baa ben Nlly 

reaeiWd. 

~ ~.-

Rent eXJ)enM (or the th,..montha Pded M&Kh 31, l80e ud 11187 wu approslmalely t54.000 ud 
1307.000. retpeettvely. 

F-10 



ST.U T£l..ECONWVNJCAnONS, INC. 

NOTES TO CONSOUDAtm FINANCIAL STAn:toa:NTS- (Collth:IN'CI) 

d Svpp~ c..h Flow In~ 

For the three a1011th period ended March ~1. 1W7. the Compeoy ptid w" of approl.lmately 
tliOO.OOO. No w• were ptid by the Company In the th"" month period ended March 31. IM. The 
Company pald fnterut In the amount of t58,000 aDd 8318,000 In the Snt three montlu of lillie and 
1807, respectively. In the Srat qll&l'ttr of 111117, 11.053.000 In eq\llpment wu pu~hased ~tnder capital 
leuea. These purchues were ndudecl from the natement of c:uh low• u a non-cash t.raruactlon. No 
equipment - purchued under "Pit~~ a- bl the 8nt quarter of lillie . 

•. Dwl1l 

Durina the three 1110ntbt ended March 31. 1897, the CoiiiPUIY ent~ Into two term loaDJ totaltn1 
lle3.000. 8oth lous bear lntenlltat the pttJDe rate aDd bavelllterat only peymentl until the doe cbt" 
In june and July 1W7. 

On Aprii2S.lW7. the Compuy mnded ltllme of c:Tedlt throuah July 1. 1807. At March 31,1807, 
the Company had outltalldinl letten of c:Tedlt Ia the -.t of U m.JllioD. 

At Wareh 31. 1W7, the Colllpuy- In de&uk of~ covnanta. relattoa to tanJible ell'ectlve 
net worth. total Uabdidel to tuaibJ. dec:tlve Ht worth, ratio of cub low to bed eharpt aod 
quarerly ~ The buk lUlled a waiver to cure non·eomplfaoce throuP, june 28, 1W7. 

I Rnncorpof'lltbl 

On Januuy 30. 1W7. the loud of Dlreeton app~owed the _..,. ol STAR Vendin~o Joe .. a Nevada 
corporation (d.b.a. STAR TeMeolllmuaJc:atiocu. IDe.) with STA.ft TeJ.co-unlcatJons. LDe.. a Dela· 
wue eorporadoG. All ~hares o( STAR V..diq.IDe. were c:oa¥erted Into STAR Telecomanweatlons. 
Inc. •ban:t at the ndo ol &-Eo~ llwel. 

On March 11, 1W7. the rcwd of Dlrec:ton epproved an amndmeat to the eertiSeate of 
Incorporation lnereutn1 the number of pnfen-ed aharti authorized to 15 mJUlon upoa the con~uauna· 
tlon o( the laldal pubUc oferinJ. • 

On May 115, 1W7. In conoeedon with the IAttial pubUc o•rfoa. the Company revened the ltoek 
split by convertiftl all ouuundlna commoa alww at the ndo of 3-for·ll aharel. The aceompeoylol 
Snanclalnatemeata have been retroKtlvely l'fttated to rdect the ell'eet of the related stock apllta. 

1- St«!~ 

On Januuy 30. 1W7, the loud of DVeeton lpp'Oved the 111117 Omnlbut Stock LDceatlve P1ao to 
repl- the audn1 lillie eupplemeatal plan upon the efeetlve date of the lnltlal public ol'erina. The 
plan provide~ for awvda to -ploy-. out8:te dlncton aod COtUultanta 111 the Eon:: of restricted 
shatu. atoek UAita. stock opdou and ltOdl ~ rl.Pta. 1be .W.um number of tban:t 
available for lauuee UDder tlUa plan IUY oot exceed 500.000 thares pl.u the aumber of aban:t Jt.ill 
unluved ~ the euppleental optloa plan. ()ptiou puted to any - opciooee IUY not neeed 
more than l500.000- lbuw per year aubject to eertaln ~\1Jt1De11ll. lllc:atiYestoelc optiocu IUY 
not have a term o( more than 10 ....,.. f'rola the date o( puL 

On januuy 30, 1W7, the loud o( DUwcton puled M.3l7 lacatlve ltoek optiODJ to vnt over 
four Ye&rl and 115.000 opdou UACier the Ovaide Director'• plan. The opdoru ware puled at the thea 
c:urreat awket value of 11UO per abare, • d.t..m.cl by the loud ol Dlrec:ton. 'Jbe board .WO 
approved aceelented veltial of opdo111 Ia c.rtaln lllltanca foUowt~t~ a ehallp In control. u debecl. 

f'·lll 



ST.U ftl ECOloOroNtCA'nON$, INC. 

NOTES TO OONSOUDATED FINANaAL STATEMENTS- (Continued) 

Stock option IAfonnatlon with retpect to the Company'• rtock option ;-1'VIJ b u followa: 

c-•• ,,e le ..... "....a.w. .._.... lore.- 0.0'- P.ollw. 

Balance at DeHmber 31. 18M .......... . i.CJ.OOO 730.000 ueo.ooo • 1..50-a.!O M.MO.OOO 
()ptloiU CIVIted ....................... (71.317) 11.317 10.80 710.000 
Options C~Aeeled ••••••...•• .... ...... ' 1 !!!!,000) 55,47!5 (155.475) 2.00-3.10 {&42.000) 

Balance at March 31, lW7 • . • . • • . • . • • . • . !,3!0.000 714,141 J.fl05.652 IU0-10.80 M,W .OOO 

DuriD& tbe three -th period eAd.d Namt 31, IW7. the Compu~y espented 120,000 In 
connection with coo.sWtut opdou. na. wel&hted •vttn~• fair value of option• ouutandln& at March 
31. 1997 IJ I·U5 aad «n.m opdoM.,.. vested at that date. 

1A Januuy 11187, the Coaapuy ... tned lllto u IICfMmellt to pwc.hue twltchln& equipment with a 
cost of 13.8 a1Woe to be ln•Ded Ill LoecloD. Enafeed 0. May 6, 11187. the Company entered lllto a 
capital 1- to buce app;odwlely t3.3 mlllloe of tbe ~hue priee. The Company aiJo entef'ed 
Into a 10 year fldlity late Ill O..U... T- at a cost of approUmalely U23.000 per year. 

01 March e. 188'1, the Coaapeay eotend lllto two rept.Bte II"""Mnb to purehue 0\Ua on north 
tranutla.atlc cable for approa.etely IU .mloo. 8oth IIJ"-tl .,.. e6ecttve April 1. 1W7 aad 
continue Ill deet few tbe la1tlal ~ up to tbe apect.d uefu1 IJ.Ce of the cablea, tbrouP 
Se-pc.embcr 1018 aad 1010, aelpedfvely. 

The eoet ol tbe Inc mtJ It ll.OU.OOO to be j.ld Ill quarterly paY1Mfttl tbrouP Septet~~ be: Ulee 
with an lnlttal pa,_t ofU83..000 due oo Apii30. 1W7. Tbe MCOtld 0\U bu a con ofllU,OOO due ln 
quarterly pa)'IIMIDb phu lntere~t throaah Septemb.T 30. 111118 with an lnldal payment ofl34.340 due on 
April 30. 1997. 8oth ..,.._nb aiJo requJre the Compu~y to make quarterly payment• for operatln& 
and maintma.aoe clwps u well u for CMII'tlln restoration eoru. 

At March 31. 188'1. the Compuy u oblipted under Yariov.J MMce IIJ'"1Hnb with lon& dimnce 
eanien to pay mlnlmlllll charpe ol approa:tmaely aause.ooo- the nat tMee yean. The Company 
antldpata aceedbls the mlatmv.an ~~~e~• volume with these vendon. 

I . F~.W. 

FordJn W.. &CXOUAted for appro.rimately one percent of revenues In the thrH month period 
ended March 31. 1997. 

J. ~~-· .. 
In February 1997, the Company revUecl the et~~ployment ..,.eement of a Company esecutlve. to 

terminal• el'ec:tfve February 28, 18M and to eliminate the pott employment compensation provfllon. 

1. ~fit:-~ 0 rlc•~~m 

The two larptt UIICJ an ••pe-t 32 peree.nt of the pou III:COUIIU ~Yllble at March 31. 11187. 
Only one of th- C\UtJamlrS ...,.._tl -. tha.a 10 ~t of KCOUDU reeetYllble at that date. 
These Alii• two Cl&lt_,.tepe6W11t 21 percent of N\'tftue for the quartet' eDded Mareh 31. 11187. only 
one of them over 10 percent. na. 8ve lusat cwtomen rep-t 44 per'l!ttnt of revenue for the_. 
period. 



STAll TEJ 'COMW1JN1CAT10NS,INC. 

NOTES TO CONSOUDATED FlNANQAL STATEMENTS- (Coatlouedl 

11. N- Authoriladft Pro-mnts 
In March 1M the FIAUdal AceoUJitiq Standardlloerd latrociiiCtld SFAS No. 128 .. Eamlop per 

Share" and SFAS No. lit "DDIclot\IJ't o( Wonnatloa Abovt Capital Strueture··. SFAS No. 124 rev!Ns 
and lfmpli6es the c:omputadon or nmlnp per .han and requires ceruln addJHonal dJxloiUres. SFAS 
No. 129 requires additional dlteloture about the Compeny·s c.pital strueture. Both stanc:lard.s will be 
lldopted ID the rowth quarter or Steal 1M. Manaaemenl does not elfpecl the adoption or these 
stanc:lard.s to have a awuial eftet on the Compuy·• 8nandal potjtlon or rnults of opentlons. 



•, 
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Muaaufal ud Tedullcal Qull11catJou 



EXBWIT3 

TeebDical and MaaaaeriaJ Qualiflcatioaa 

Chrlstophu E. Edgecomb aerved u President of the Company from September 1993 until 
January 1996, hu eerved u the Compauy'a Chief Executive Officer and Chaillll!ll of the Board since 
January 1996, and hu been a Director of the Company aince ita inception. Prior to that time, Mr. 
Edgecomb wu 1 founder and tile Executive Vice President of West Cout Telecommunications 
("WCTj, a nation-wide long ciUtance carrier, from AuguJt 1989 to December 1994. Prior to 
founding wcr, Mr. Edgoccmb wu President of Telco Planning. I telecommunications consulting 
fiml, fi"om 1IA!Il)' 1986 to July 1989. Prior to JhJt ~ Mr. Eds«::mb held senior level sales and 
marketing positio111 with TMC Communications, American Network and Bay Area Teleport. 

Mary A. Cas1y hu been a Director and Sectewy of the Company since its inception in 
September 1993 and hu served u the Company's President since January 1996. Prior to that time, 
Ms. Casey wu Director of Customer Se:Mte at WCT from Docember 1991 to June 1993, and 
served u Director of Operator SeMoel at Call America, a long distance telecommunications 
company, from May 1988 to December 1991 . 

David Vaun Crumly hu aerved u the Company's Executive Vice President - Sales and 
Marketing since January 1996. Prior to that time, Mr. Cnunly wu Director of Carrier Sales of WCT 
from June 1992 to June 1995. Prior to Joinina WCT, Mr. Crumly aerved in various JAies and 
marketing capacitiea with Mebotnedia, a long-distance company, from September 1990 to June 1992 
and with Claydcsta, along-distance company, from May 1987 to September 1989. 

James E. Kolsrud hu ICI"Ved u tho Company's Executive Vice President • Operations and 
Engineering since September 1996. Prior to joining the Company, Mr. Kolsrud was an international 
telecommunications consultant from M~rch 199S to September 1996. Prior to that time, be wu a 
Vice President, Corporate Boaineering and Administration ofiDB Communicatio111 Group, Inc. ( 
"IDB"), an intematlonal communic:ations company, from October E989 to Marc:h I 99S, and prior to 
that time, he was President of the lntemaliooal DivWon ofiDB. 

Kelly fl. D~US hu eerved u the Company's Chief Financial Officer since December 1996. 
Prior to that time. Ms. Bnoa wu an independent consultant in ·the merchant banldng Acid f'rom 
February 1996 to November 1996 and a Vice President of Fortune Financial, a merchant bank.ing 
finn, from Aprii199S toJmwy 1996. Ms. Enos served u a Vice President of Oppenheimer & Co., 
lnc., an investment bank, from July 1994 to March 199S and a Vice President ofSutro & Co., an 
investment bank. from January 1991 to June 1994. 



Gotdon HutdfJns, Jr. hauerved u a Director oftbe Company Iince January 23, 1996. Mr. 
Hutchins bas been Prelideal ofGH Auociata. a rnanapnent contUhina company, aince July 1919. 
Prior to foundina OH Auoda&•, Mr. Hi.rtcl\insleMid u President and Chlef'Bxeculive Officer of 
ICC Tel~ a ~w 10ee11 provider, and beki..Uor m1J118ement positions witll 
several other companlee in the tclecommunic:atioos industry. Mr. Hutdlins serves u 1 director of 
United Digital Network, Inc. A loll8 distance tdcc:ommunications company. 

John R. Snetkgor bas se:ved u 1 Director oftbe Company since January 23, 1996. Mr. 
Snedegar bas been be Preaidart of the United Digital Network. Inc., a long distance 
telecommunications company, Iince June 1990. Ms. Snedegar serves u a director of SwBue 
Corporation, a software development company. 

Roland A. Van dlr Metr baa served u a Director of the Company Iince July 8, 1996. Mr. 
Vander Moer bas been a pennerwith Partecb International, a vemure capital firm, since April 1993 . 
Prior to that time, Mr. Vander Mee:r wu a partne: with Communications Ventures from April 1987 
to February 1993. 
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STAR TELECOMMUNICAD<.~S, INC. 

TITLE SHEET 

Aorida P.S.C. Tariff No. I 
Original Sheet I 

FLQBIDA Dl.f',COMMUNJCADONS TARIFF 

This tariff cootains the descriptions, regulations, rates, and char& e. applicable co the: furnishing of 
intm:xchange tclccommlmicltion.s ICJ'Vic:c:s and facilities by STAR TclCClOIMlunications,lnc., with 
principal offices at 223 East De La Gucm, Santa Barbera, California 93101 . This tariff applies for 
telccomrnwlications services and facilities funmhcd within the State of Florida. This tariff is on file 
with the Florida Public Service Commission ("FPSC or Commission"), and copies nu1y be inspected 
during nonnal business hours at lhc company's principal place of business. 

Issued: - -----

Mary Casey. Presidenl 
STAR Telcc:ommun.lcatins, Inc. 

223 East De La Guerra 
San&a Barllua, California 93101 

Effective:------



STAR 'I'ELBCOMMUNICATIONS,INC. 

CHECK SHEET 

Florida P.S.C. Tariff No. 1 
Original Sbeet 2 

Sheets I throuah 24 lnelusive of this tariff are effective as of the dAce shown at k':e boctom of the 
respective sbce1s. OriainaJ and revised sheets, as named below, comprise all changes from the 
original tariff and are currently in effect as of the dale on the bottom of this sheet. 

SilaS 

I 
2 
3 
4 
s 
6 
7 
8 
9 
10 
11 
12 
13 
14 
IS 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Issued:-----

Mary Casey, Praidcnt 
STAR Tclec:ommunlcalioos. Inc. 

223 Eul De La Guc~ 
Santa Ba.rbara, California 93101 

Rcyblon 

Original 
Original 
Original 
Original 
Original 
Original 
Originnl 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Ori~inal 
Original 

EfTeclivc: ------



STAR TELECOMMUNICATIONS, INC. 

TABLE OF CONTENTS 

Florida P.S.C. TariffNo. 1 
Original Sbcet 3 

Title Sbect ....... .••...•• .... ..........• . ... .......... ........ .. ......... .. .. I 

Cbec:k Sheet . . . . . . . ...................• ..... .. .. ........................ . .. . 2 

T1ble of Coatcat:a .... .......... .. .... .. .. .... . ........ , . , .... , ... ~ ............ 3 

EJ:plaoatJoo ofS)'Jilboll . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..•... 4 

AppUadoo ofTI.I"Hr ....................•............. • ...................•... S 

Secdoo I • Ddbddoa ofTti"Dll ud Abbrevladou ... ....................... . ..•... " 

Secdoo 2 • ~doDJ .. ..................................................... 8 
2.1 - UniJenaldng of Carrier . . . . . . . . . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • . . 8 
2.2 • Limitations on Service ......... . ..................................... 8 
2.3 • Limitations on Liabilities ..•••.•.................................. . .. 9 
2.4 - Cancellation or Discontinuance of Service by Carrier ............ ...... .. . I 0 
2.S - CAncellation or Tcnnlnation of Service by Customer ...................... II 
2.6 - Contract Service Arranacmcnts •• • •••••....•. .. .............••..•..•.. 12 
2. 7 - Restoration of Service .........•........ . ........................• . . 12 
2.8 - Payment and Billing .......... . ... ....... ...... ........ .... . ....... 12 
2.9 - [)eposits •••.••.••••••.....• • - •••• .... .• . ..•..........•........•.• 13 
2.1 0 - Advance Payments .... .. . .. .............................•..... • .. 14 
2.11 - Taxes ..•.......... .........•.................................... 14 
2.12 • T c:rm.iDal Equipment . . . . . . . . . . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • . . 14 
2.13 • lnler'COIIDedion ....•.........•.•...................•........ ...•.. 14 
2.14- Inspection. Testillg and Adjustment ................................... IS 
2.1 S - lnl.ef!U{Ition of Service .. .. .. .. . .. . .. .. .. .. .. .. .. .. .. . .. .. . .. .. . .. I S 
2.16 • Escel"b9n and Problem Resolution ................................... 16 

Sec:tioo 3 • Dacrlj)tJOD or Scrvke " " " " .. .... ... .. " .. " ................... . I 7 
3.1 - AvailabiJlt)' of Service . . . . . . . • . • . . . . . . . . . . ......................... 17 
3.2 - Timing of Calls ................................................... 17 
3.J • Minimum Call Completion RAte ... ... ... .......... . .................. 18 
3.4 • Service OfTerina» ............. • ......................... •.. .....•.. 18 
3.S - Dedicated Access Lines ........ • .................................•.. 19 

Section 4 - Rata aod ChArles ........... • .... • ........ ....................•.. 20 
4.1 • Oeneral .•••.. ...............•.•.••...........•.•..............•.. 20 
4.2 • Initial Periods ................•.•..•............................ •.. 20 
4.3 - Basic Service Rates ........... .. ... .. ...........................•.. 21 
4.4 - Other Service ~es . • . . . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ...•.. 24 
4.5 - Credits (or Hearing or Speech lmpain:d Persons ......................... 23 
4.6 - Emp!o,yee Co~ions ........•.......................... .......... 24 
4.7 • Spec181 Promouons ........•.••.................................... 24 

Issued: ____ _ 

Mary Casey. President 
STAR Teleeommunicarioos, IDe. 

223 But De La Guem 
Sa.nt.a Barbara. California 93101 

Effective: ------



STAR TELECOMMUNICATIONS, INC. 

TARIFF FORMAT 

Florida P.S.C. Tariff No. I 
Original Sheet 4 

A. Sheet Namberi.Da • Sheet nwnbers appear in the upper right comer of the sheet. Sheets arc 
nwnbered sequentially. However, new sheets are occasionally added to the tariff. When a 
new sheet is added between sheets alreody in effect, 8 dc:cimnl is added. r or eXlU1lplc:, a new 
sheet added between aheeta 14 and IS would be 14.1. 

B. Sbed RevllioD NUJDbe,.. • Revision numbers also appear In the upper right comer of cacb 
sheet. These ownbers are used to detenni.nc lhe most C:WTCilt sheet vmion on file with the 
Commission. For exam.ple, the 4th revised Sheet 14 cancels the Jrd revised Sheet 14. 
Bec:au~ of the various suspension periods IDd deferrals the Corrunission follows in its tariff 
approval process. the moa currcul sheet nwnber on tile with the Commission is not always 

the tariff sheet In effect. Consult the cbcek sheet for the sheet cum:ntly in effect. 

C. Parqrapb Nvmbuin& Sequeaee - There are niroe levels of paragraph coding. Each level 
of coding is subservient to its next higher level: 

2 
2.1 
2.1.1 
2.l.I.A 
2.1 .1.A.I 
2.1.1.AI.(8) 
2.1.1.A l.(a).l 
2.1.1.A l.(a).l.(i) 
2. I.I.AI.(a).l.(i).( l) 

D. Cbeco" c:hem • When a tariff filing is made with the Commission on updated check sb~ 
accompanies the filina. The check sheet Lists the sheets contained in the tari ff, with 8 cross 
r.:fen:nce to the euna~t revision number. When new sheets arc added, the check sheet is 
changed to rtOcct the revision. AU revisions made in a given filing are cicsipted by an 
asterisk (•). There shall be no other symbols used on this sheet if these arc the only c:.bangc:s 
made to it. The tariff user should refer to the latest check sheet to find out if 8 panicular 
sheet is the most current on file with the Commission. 

Issued:------

Mary Casey. Preside01 
STAR Telecommunications. loc. 

223 Eut De La Guerra 
Santa Barbara, California 93101 

Bffectlve: - - ----



STAR TELECOMMUNICATI~"'iS, INC. Florida P.S.C. Tariff No. I 
Original Sheet S 

EXPLANATION OF S\'MBOLS 

Chnnges to this IAriff sbalJ be identified on the revised sbeet(s) tlhrough the use of symbols. The 
following are the only symbols used for the purposes indicated below: 

(D) To signify a dliiCOntlnued rate or regulation. 

(I) To signify an increase In rate or charge. 

(M) To signify material relocated from one sheet to another without change. 

(N) To signify a new rate or regulation. 

(R) To signify a reduced rue or ctwae. 

(1) To signify a change in text but no change in rate or regulation. 

Issued:------ Effective:------

Mary Casey, President 
STAR TeJecommunications, Inc. 

223 Eut De La Guem 
Santa Barbara. CaJiroma 93101 



STAR 'I'ELECOMMUNJCATIONS,INC. Aorida P.S.C. TanrT lllo. I 
Original Sheet 6 

SECTION I - DEFJNmON OF TERMS AND ADBREVIATIONS 

Aceeu Olalla&- The access of Carrier's network and the use of Service by a Customer who has 

established aniCCOUlll but whose loCAl telephone nwnben have not been prcsubscribcd to Carrier. 

Aeeeu Llllc - A facility enangemcnt which connec:u Customers location to Canier's network 

switching center. 

AeeouDt Code - A series of diaits cntcmf by Customer to associ nee a call with a particular 

depenmcnt, cost center, or client. A non-verified Account Code shall be accepted if it contains the 

proper number of dlaits. A verified Account Code shall only be accepted if it can be matched with 

a number on the list of valid Account Codes provided by Customer. 

Authortzadoo Code - A numerical code. one or mon: of which are available to Customer to cn:~ble 

it to access Carria'a netWoft, and which are used by Carrier both to prevent unauthorized access to 

its facilities and to identify Customers for hilling purposes. 

Carrier -STAR Telecommunications, loc. 

C81'ricr ldcDtiftaldoD Code (CIC) - A unique three (3) or four (4) digit code o.ssigned to a carrier 

for Identification putpOICS by the Local Exchange Canier (LEC) and for u5ed by Customers to plocc 

ealls using the Acc:css Dialing method ofoetwork ecccss. Carrier's CIC is "1299". 

CuuaJ Calllila - The access of Carrier's network by Access Dialing nnd the use of Service by a 

caller who has not csublishcd an account with Carrier nnd is not recognized as a Customer. 

CommluloD or FPSC - The Florida Public: Service Commission 

CoD tract Suvke AmutpmCDt - A CUstomer·spccific form of agreement, which is developed and 

defines service offerings on an individual case basis. 

CoDvcrutioD MlData - For billing purposes ca.lls are billed based on Conversation Minutes. 

which b«-gin \',:_,u the c:aJJed pany IASW'Ctl, as determined by answer supervision, aM end when 

either party disconnects. 

Issued:------

Mary CUey. Presldtal 
STAR TeltooQununications,lnc. 

223 East De La Guerra 
Santa Barbara, California 93101 

Effective:------
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STAR TELECOMMtJNICA.TIONS, INC. Florida P.S.C. Tariff No. 1 
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SECI'JON 1 - DEnNin ON OF TERMS AND ABBREVIATIONS {Continued) 

Customer - The c:ompeny, individual, or other entity which ordcn or uses Service and is thcn:fon:: 
responsible for the payment of cbaracs due and for complill.llCC wilh Carriets tariff regulations. 

Day - From 8 AM Up to but not includlna S PM, Monday throuah Friday. 

Local Acceu ADd Traupon A.- (LATA) - A geographically defined 5CIVic~ area established 

for the lldmlnisuation of telecommunications services. 

Non-Day - AJJ hours other than those included in the Day rate period, 

Polnt-or-Praace (POP) -The pbysieaJ loattioo at which Cuslomc:r IICccsses the network services 

of Carrier within a state or LATA. 

PnpaJd CalliD1 Servlee - A prepaid telccommunlc:at.ions serv!ce, whlch provides Customer with 

a toU free number and an Aut.horimion Code and allows Cus1omer 10 originate outbound dircd dial 

long distance calls over Canier's networit. 

Service - Arty or all servlce(s) provided by Carrier 10 Customer pw'IU4lltl0 Service Agrccmcnt and 

this tariff. 

Service Apummt - An Jt.lrldlnl form of lliJ'CC'Ucnt between Carrier and Customer which. subject 

to the terms and conditions of this tariff, defines the relationship between Carrier and Customer. 

Service Area - The geopphic area in which Customers may DCCeSS and use &rvicc. For uial 

Access I+ Service the Service Ala iocludes all equal access areas within the State of Florida. For 

all other services the Service Area is the State of Florida. 

Issued:------

Mary Caley. Presldcna 
STAR Telecommunkations. loc. 

223 East De La Guerra 
Santa Barban, California 93101 

Effective: - - ----



STAR TELECOMMUNJCA nONS, INC. 

SECTION 2 - REGULATIONS 

2.1 Uadtrtakbag of tbe Carritr 

Florida P.S.C. Tariff No. I 
Original Sbec1 8 

2.1.1 Service is furnished for tclecommuniC4lions oriairuuin~ nt spc:dficd points within the 
Stat.e of Florida under the terms and Q>ndHions of this wilT. 

2.1.l Carrier aball install, operate, and maintain Service provided hemmder in accordance 
with the termS and conditions set forth in this wirT. 

2.1.3 Carrier docs not own transmission facilities within the State of Florida, but rather 
resells the tnuumission facilities of other carriers. Notwithstanding the foregoing. 
Customer shall be considered c customer of Carrier, and not of any other carrier. 

2.1.4 Carrier may, when authorized by Customer, act as Customer's agent for ordering 
dedicated Access Lines or fecllities provided by other canim to allow co~tion 
of specified locations of Customer to the network of Carrier. Customer shall be 
responsible for all charges due for such service arrangements. 

2.•.5 Service is provided under the termS and conditlons of this tariff and, where 
applicable, a Service Agreement or Contract Service Arrnngemcnt. Service is 
available twenty-four (24) hours per day, seven (7) days per week. 

2.16 Carrier permits Access Dialing by Customers. but docs not permit Casual Calling by 
caUers without an established account 

2.2 LlmJtadoa• oa Strvic:e 

2.2.1 Service is offered aubjc:c:tto the awilabiJity of the necessary facilities and subject to 
the provisions of thl1 tariff. 

2.2.2 To the extent that any conflict arises between the terms and conditions of o Service 
Agreement and the tcrm1 and conditions of tJus tariff, the tariff shaH prevail. 

2.2.3 Carrier reserves t.be right to discontinue fumishlng Service, or to limit the use of 
Service. when nccc:ssllaled by conditions reasonAbly beyond its 'ontrol. when 
O!Sfomer is using Service in violation of the law or in violation of the prov-isions of 
this tariff, or in the event of non-payment by Customer. 

Issued: Effective:------

Mary Casey, President 

STAR Telccommunications. Inc. 
223 Eut De La Quem 

Santa Barbara, CaJIJornil 9310 I 



STAR TELECOMMUNICATI'ONS,INC. Aorida P.S.C. Tariff No. I 
Original Sheet 9 

SEcriON 1 • REGULATIONS (Continued) 

2.2 Limltadou on Scm~ (Continued) 

2.1.4 Service provided Wlder this tariff is dircct.ly controlled by Carrier, and Customer may 
not transfer or assian the ute of Service, except with the prior written consent of 
Carrier. Such U'llllf'er or assianment shall only apply where there is no interruption 
in the use or location of Service, and where all regulations and tl'lnditions contained 
in this tariff, as well as all conditions for Serv1ce, WIW i 11PP•. tr ul sucn pcnnined 
assignees or transferees. 

2.1.5 Carrier may require CUstomer to sign an application fonn fumisbed by Carrier and 
to esttbllsb crcdlt u provided In this tariff, as a condition precedent to the initial 
establishment of Service. Carrier may also ~rc a signed autborizati.on from 
Customer for additions to or cqes in existing Service. An application for 
eervice canceled by the appllcanl or by Carrier prior to the establishment of Service 
is subject to the provisions of this tariff. 

l..l.6 Customer may request Carrier to assign one or more sub-accountS for billing 
pwposes and to direct sub-acc:ount invoices to affiHates of Customer or other 
dcsianmd entities for payment purposes. Such requests shall not offect the liability 
ofCutlomer, wbo shall rc:ma1n 10lely liable to Carrier for payment of all invoices for 
Service requested and obtained by Customer, whether invoiced by Co.rrier to 
Cus1omer, its affiliates, or other designated entities. 

2.2.7 Service may not be •uc:d for any unlawful purpose. 

2.3 UmltatJou on UabUJtles 

2.3.1 C.arier's liability shall be limited to damages arising out of m1stalces, omissions, 
interruptions, delays. errors, or defects in transmi.uion occwring in the c:c.urse of 
furnishing Service, and oot caused by mistakes or errors of Customer. No liability 
sball commence prior to activation of Service. ln no event shall such liability exceed 
an amount equivalent to the proportionate charge to Customc:r for the period during 
which the afomncntloned fauh1 in transmwion occur. 

Issued: Bffective: ------

Mary Casey, Presideru 
STAR Telecommunications, lnc. 

223 East De La Guetn 
Sanaa Barbara, Galifomia 93101 



SfAR TELECOMMUNICATIO.iS,INC. Aorida P.S.C. Tariff No. I 
Original Sheet 10 

SECTION l - REGULATIONS (Continued) 

2.3 Llmltatiou oo LlabiUties (Continued) 

2.3.2 Carrier shaU DOl be liable for, and Customer shall indemnify and hold Carrier 
hannless from, an,y and all losses, claims, demands, suits or other actions. or any 
liability whatsoe\'er, whether suffered, made, insticuted or asserted by CUJtomcr or 
any olher po.tty, for any pcr10nall.njury 10, or death of, any person or penons; for any 
loss, damage.. defacement or dcswction of the premises of CUSIOmer or of others; for 
libel, allndcr,lnvuloa or pOVICY, or lnfrlnaement or copyriahta or potents; or for any 
other OCCUI'1'aXlC, c:auiCd or claimed to have been caused either dilt\Ctly or indilt\Ctly 
by the insullation, operatjon., failure to operate, maintena.nce, removal, prcsern:e, 
condition, location, or usc of its Service or facilities; provided, however, that such 
occ:wrcnce is oot the mull of Carrier's negligence. 

2.3.3 Carrier shall not be liable for any damages, including usage charges, that Customer 
may incur as a result of the unauthorized usc of its communications equipment. The 
unauthorized usc of communications equipment iochKies, but Is not limited to, the 
placemeat of calls &om Customers premises, and the placcme.nt of calls through 
equipment cootroUcd and/or provisioned by Customer that are Lrai\Smilled over 
Carrier's network without the authorization of Customer. Customer shall be fully 
liable to Carrier for all such UJage charges. 

2.4 C.ottllatJoo or Diseootillaao« ofServitt by Carrier 

Without incunina any liability, Carrier may under the foUowin& conditions cancel Service prior 
to conunc:ncemcnt or diJcontinue Service that is being fumlsbed, provided that, unless. 
othelwi.sc stated, Cuslomer shall be given ten (I 0) days writt.en notice, or such lesser notice as. 
m..)' bu pc:nn1SSible under applicable SUitutes, of such cancellation or di.sconti.nuanoe ofSe:vicc. 

2.4.1 For noncompliance with or violation or any ap~licablc state, municipal or Fcdml 
law, ordinance or regulation or noncompliance with or violation of any Commission 
regulation, provided that lmer notice may be required by order of such regulatory 
authorities. 

Issued: Effective:------

Mary Cuey, Pruidem 
STAR Telecommun.icatioos, Inc:. 

213 East De La Guerra 
Sanla Barbara. Ca.lifomia 93101 



STAR TELECOMMUNICATIONS, INC. Florida P.S.C. Tariff No. I 
Original Sheet II 

SECTION 1 - REGULATIONS (Continued) 

2.4 CaoceUatloo or Dbcoatiouaoce of Servk:t by Carrier (C'~:tlinued) 

1.4.2 For Customer's refusal to provide reasonable access to Conier or its agents for the 
purpose of inspection and maintenance of equJpmtt~~t owntd by Carrier. 

1.4.3 For noncompliance with any of the provisions of this tariff governing Service. 

1.4.4 For nonpayment of any sum due Conier for more than thiny (30) days after delivery 
of an invoice to the custody of the U.S. Mail or other standard delivery setVicc. 

2.4.5 Without notice, In 1he event of Customer's use of equipment in such a manner ISS to 
adversely affect Canict'e equipment or Service to others. 

2.4.6 Without notice, in the event of unauthorized or fiuudulcnt use of Service. Whenever 
Service is discontinued for unauthorized use of Service, Conier may, before restOring. 
Service, require Customer to make, at Its own expense, aJ I c.hllngc:s in f.acilities or 
equipment necessary to elimlnate unauthorized use and to poy to Conier an 1111l0unt 
reasonably esdma1ed by Canicr ISS the loss in revenues to Conier resulting from such 
unautho~ usc plus claims lodaed against Canier by third panics. 

1.4. 7 W'dbal.a nocioc, tr, ~of arcy order or decision of a c:oun or other ao'a•unc:ut authority 
~~ thlt prohibits Carrier from fumiJihin& Service to CUSillmc:r. 

2.5 Caocellatloo orTermlaatioo of Service by CUJtomer 

1.5.1 Customer has ordered Service from Carrier pursU8!1lt to the terms ond conc.litions of 
a Service Aareement. Any cancellation or termin.adon of Service as subject to the 
terms and conditions of that Service Agreement. 

2.5.2 If Customer orden Service from Conier which requires special construction or 
facilities for Customer'• usc, and then cancels its order before Service begins. a 
charge shAll be made to Customer for the noo.reeoverable portions of the 
expenditures or liabiUties ineW1lld on bc:balf of Customer. 

Issued: Effective:------

Mary Ca.sey. President 
STAR Telecommunicltlons. Inc. 

223 Eut De La Guem 
Santa Barbara, California 9310 I 
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SECTION l - REGULATIONS (Continued) 

1.5 Cancdladou or TermJoadoo ofServJce by Cuttomer (Continued) 

2.5.3 If Customer tc:nninotes Service prior to the end of the term specified in lhe Service 
Ag~ment, Customer shall be responsible for all charges incurred to the date of 
tcnninatioo, including. but oot limited to, all charges to Carrier by other carriers for 
Service provided to Customer, and any applicable c:ancellation or termination char&cs 
as specified In the Service Aa;reernenL 

1.6 Contract Senb Arraoaemeall 

Customer specific contract .ervlc:e arrangements may be furnished by Carrier in lieu of 
existin,g tariff offerillgs. 

2.6.1 Additional rates, c.batgea, wms, conditions, and regulations, as applicable, for the 

colllraCI servk:e arnnaement shall be developed on an Individual cue basis. 

2.6.2 All rates, cbaraes, lenDS, conditions, and r'CJUlatlOns for COntniCt service 
amngc::mcllll are in addition co those applicable under and specified In this tariff. 

2.7 RatoratioD of Service 

The~ aQd restoration of Service shall in all cases be in DCCOfdance with the priority system 

specified in Put 64, Subpen D. of the Rules and Regulations of the Federal Communications 
Commiasion. 

2.8 Payment and BIUhlg 

2.8.1 All Servic:c by Carrier Is provided and billed on a mollbly basis. For the billing of 
fixed cbqa, Service Is coosldered to be esublisbcd upon the day wbich Carrier 
ooci6es OJstomcr of the iomtlariM. and li:Siing ofCuslomer's Service. For the bUling 
of~ cbarp::s, CUsl! •1w:r lhall be billed for all cbaries ICCtUed beginning 
upoo lis inidaJ access 110 Service. All c:bqa shall be billed morthly in arrears and are 
due and payable by Cuslamcr upon n:ceipt. The rates charged to CUstomer for 
Service lhall be tbc rates ln ctrca on the rll1( day or CUstomer's bill ina cycle. 

Issued: Bffcctlve: ------

Mary Cucy. Pruident 
STAR Tetecommunicalions.lnc. 

223 Bast De La Quem 
SanD Barbara, California 9:i101 
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SECTION 2 • REGULATIONS (Continued) 

2.8 Payaaat ud BWhla (Continued) 

2.8.2 Bills arc due and payable upon receipt. Interest at the lesser of a rotc of one and onc
bilfperccm (l.S%) per month. or the maximum rate allowed by law, shall be chlraedl 
on In)' amount remain1na unpaid after thirty (30) days from delivery of an invoice lOo 

t.bc CUSU>dy oflhe U.S. Mall or other standard delivery service. 

2.8.3 The security of Authorization Codes used by Customer arc the responsibility of 
OJStomcr. All calb placed usina such Authorization Codes or using facilities owned 
or controlled by Customer shall be billed to Customer and must be peld by Customer. 

2.8.4 Carrier reserves the right on an ongoing buis to examine: the: c:rcdit J"CQQrd andl 
payment habits of Customer. A Customer whose Service lUIS been discontinued by 
Carrier for the ll()O-payment of bills shall be requifto.d to pay any unpaid balance due 
to Carrier befon: Service: Is reaton:d. 

2.8.5 If notic:c fiun eu.omer of • dispute as to cllarp is DOC recclvcd in writing by Carrier 
within thirty (30) days cfter delivery of an invoice ID the custody of the U.S. Mail or 
ocher saandlrd deliwry ICrVicc. the billing will be considc::rcd com:ct ll'ld binding. 

2.8.6 A c:Jwae of ten dollara ($10.00) or the applicable statutory mum check cbarac:. 
whichever is less, sball apply wheoever any cheek or draft for payment of Service: is 
not ac:ceptcd by the Institution on which it is written. 

2.9 Dcpoala. 

Carrier doe$ DOC require or collect deposits from Customers. 

IJsucd: -----

Mary Cuey, President 
STAR Teleoommunlcations. lnc. 

223 East De La Quem 
Saln Barbana. Cali(omia 9310 I 

Effective: ------
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SECTION l - REGULATIONS (Continued) 

2.10 Advuce Paymnb 

Carrier doe3 not require or coUoct advance payments from Customers. 

2.11 Tues 

1.1U Service may be subject to stale and/or 10<:81 taxes at the prcvalling rules, if Sen•icc: 
oriaiNtcs and ICn'n.inltes in the State of Florida. AJI such taxes (e.g., gross receipts 
tax. sales tax. and mwlicipal utilities we) are listed as acparate line items on 
Customer's invoice and r.rc not included in the rates and charges listed herein. 

l.ll.l Service lbalJ not be subject to taxes for a &iven taxina jurisdiction if Customer 
provides Carrier with wrlnen vcrificatio'l, ac::ccptable to Carrier and to the relevant 
taxinajurisdiction, that Customer has been granted a tax exemption. 

2.12 Terml.ul Equ.lpmeat 

Service may be used with or ttnninaled in terminal equipment or communications systems, 
such as a PBX «key lelepbonc S)'llem, provided by Customer. Such cennin4l equipment or 
communlcations syJtemS shall be furnished by and maintained at the expense of Customer. 
except as otberwi.te provided. Customer is abo responsible for all costs at Its premises 
inc:urrcd in the ute of Service, includlna but not limited to equipment, wiring, electrical power, 
and penonnel. When Sb.:h tcnn1nal equipment or communic:ations I)'SIClnS are used. they shall 
in all respects comply with the &enerally accepted minimum protective standards of the 
telccommunieatlons industry as endoncd by the Federal Communications Commission. 

2.13 lnt,.rc: DDectJoD 

Service fumisbcd by Carrier to C\ISiomcr may be c:onnocted wilh lhe scrvic:cs or facilit ies or 
other carriers. Customer is responsible for all c:Jwges billed by othc: • ..arriers in connection 
with the use of Service. Any apcclal equipment or facilities necessary to achieve 
compatibility between carriers are the sole responsibility of Customer. 

Issued:-----

Mary Casey. President 
STAR Telecommunications, Inc. 

223 Eut De La Guerra 
Sanla Barbara, California 93101 

BfTcc:tlve: ------



STAR TELECOMMUNiu . nONS, INC. Florida P.S.C. Tariff No. I 
Original Sheet IS 

SECTION 2 - REGULATIONS (Continued) 

2.14 IDipectiollt TatiDaud Adjllltmtat 

2.14.1 Carrier may, upon reasonable notice, make sucll tesl$ and inspections as may be: 
necessary to detennine whether tariff requirements are being complied with in the 
installation, operation, and maintenance of Customer's or Carrier's equipment 
Camer may, without notice, interrupt Service at any time, ns necessary, because of 
a depcture from any of these requirements and may continue such interruption until 
its requilemcnts have been lllisfied. 

2.14.2 Upoo reaooable nocice, the facilities provided by Camer shall be: made available to 
Carrier by Customer for Sllcil tests and adjustments as may be: necessary for their 
maintenance to a condition lllisfactory to Carrier. 

1.14.3 Carrier shall not be liable to Customer for any damages for Service interruption 
pursuant to this Section, and Customer Jhall not be: entitled to any credit for 
Interruption of Service pwauant to this Section when the interruption of Service is 
less than two (2) hours. 

1.15 I.Dttrrupdoa ofSerriee 

1.15.1 Customcl' sba1J be given a credit allowance for any inLCrTUption of Service which is 
not due to (a) Carrier's in.spcc:tion, testing or adjustment. if for a period of rwo (2) 
bours or less; (b) mistakes or errors of Customer; or (c) the failure of facilities or 
equipment provided by Customer. 

1.15.2 Credit allowances shall be subject to the general liability provisions set forth in 
C:ection 2 .. 3 herein. It shall be the obligation of C11.1tomer to notify Carrier 
immediAtely of any interruption of Service for which a credit allowance is desired. 
Before giving such notice, Customer shall NJCcrl81n that the trouble is not being 
caused by action or omission of Customer, or is not in facilities or equipment. if any, 
fumisbed by Customer and connected to Camet's fac.ilitics. 

Issued:------

Mary Casey. President 
STAR Telecommunlc:atloos, Inc. 

223 Eut De La Guerra 
Sama Barbara. California 93101 

Effective: ------
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SECTION l · REGULATIONS (Continued) 

2.15 IDterrupttoD or Servke (Continued) 

1.15.3 For the J'Ufi)O'eS of aedit computation, every month shall be considered to have 

seven hundred twenty (720) hours. 

2.15.4 No credit shall be allowed for any interruption of Service of a continuous duration 

of less than two (2) bows. 

2.15.5 Customer shall receive o credit against it& monthly fixed charges for an interruption 

of Service of two (2) hours or more o.t the rate of I mOth of the monthly non-usage 

eensltlve charges for the Service affecttd for each hour or major fraction thereof that 

the intmuption continues. The formula for calculating credit shall be os follows: 

Cred.it • ..A. X 8 
720 

"A" • Outage lime in hours 

•s• • Total monthly fiXed (non-usage sensitive) 
cbarJe for affected Service or facility. 

2.16 EJealatlon aud Problem Resoludoo 

Customera who are not satisfied with Carrier's response to their Inquiries or wbo Mve 

unrcaolvcd service or bUUna problems may choose to escalate those unresolved matters to 

the STAR Tdccommunlcations Escalation and Problem Resolution Office. os follows: 

STAR Telecommunications, Inc. 
ATTN: Rtca.iJ Client Service$ 

223 East De La Guerra 
Santa Ba.rbata. California 93101 
Telepbooc (800) 563-0569 
Fac.lmlle (805) 884-0662 

Issued:------

Mary Casey. President 
STAR Telecommunications, Inc. 

223 Eut De La Guerra 
Sana Barbara, California 93 101 

Effective:------
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SECTION 3- DESCRJmON OF SERVICE 

3.1 AvallabUJty ofSen'l~e 

Carrier offers resold lnlcrexchange telecommunications servi~ to any person or company 
within its servict 1.te1 wbo desires to be a CUstomer. subject 10 lhe terms and condilions 
of this Wiff. Service is avallabl.e twemy-four (24) hours per day. seven (7) days per week. 

J.l TimiD& of Calls 

3.1.1 Usage sensitive ctwges arc based on the actUAl usoge of Comer's network. Such 
char&es are measured in Conversation Minutes. 

3.2.2 Chargeable time for Customer shall begin when the called party ansv."en, as 
delennined by hardware answer :su~ision, provided thAI such cap~~bilitit"S arc 
available from the local telephone company. If hardware answer supervision is not 
available, then Carrier will employ industry accepted slllndords for the timing of 
c:alls. Cbaraeable time for a call shall end upon disconnection by either party. 

3.2.3 The initio! period (minimum call duration) for blllina purposes vories by service 
offering, as indicated in Section 4.2 of this toriff. 

3.2..4 Unless otberwUe specified in this tariff, usoge ctwges is IT1e4SUJ'ed and rounded for 
bilJi.ni purposes to lhe next higher six (6) second incrementllfter the initial period, 
except for prepeld calling service wage "'itich is measured and rounded to the next 
higher (I) minute after the initio! period. 

3.2.5 No charges apply for inc:omplet.e calls. If Customer believes it hM been ineorm:tly 
billed for an incomplete call, Carrier shoJI, upon notification, investigate the 
circumstances of the call and Issue 11 credit when appropriate. 

Issued: Effective: ------

Mary Cucy, Pruident 
STAR Telecommunications, Inc. 

223 Eut De La Guerra 
Santa Barbara, California 93101 

'· 
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SECTION 3- DESCRIPTION OF SERVICE (Continued) 

3.3 MIDimvm CaD Completion Rate 

CU$tomm can expect a call completion rate of not leu than ninety-five percent (95%} during 
peak use periods for Ill! service offerings. 

3.4 Snvlee Offerillp 

Applicable rate schedules for the foiJowing services are provided in Section 4.4. 

3.4.1 Switebed Aeeaa I+ Servfte 

Dial Access I+ Service is a time-of-day banded, volume-sensitive, outbound long 
dis1anc:e service. This service utilizes Feature Group D occcs.s. 

3.4.2 Dedicated Aeceu 1+ Service 

Dedlcatcd Access I+ Service is a time-of-day banded. volume-sensitive, outbound 
long distance service. This servia: utilizes dedicated Access u.~s to COIUlCGt the 
!C1'Vice location(s) of Customer to CarrieJ's POP. 

3.4.3 Swltdaed TenaiDadoD ToU Free ~rvlce 

Switched Termination Toll Free Service is a time-of-day banded, volume-sensitive, 
inbound long distance service. This service terminates c:alls over the local telephone 
I ines of Customer, and c:alls are toll-free to the calling party. 

3.4.4 Dcdlnted TenaiDatloD ToU Free Service 

Dedlcaled Termination Toll Free Service i~ 11 time-of-day banded, vulume-sensitive, 
inbound lona dlstanc:c service. This service terminAtes calls over dediCillcd Acccu 
Lines from Carrier's POP to the service IOClltion(s) of Customer, and call! arc toll
free to the calling party-

lasued: ------

Mary Casey, Pmident 
STAR Telccommuni<:ations. Inc. 

223 Eut De La Guerra 
Santa Barbara, California ~3 101 

Effective:------
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SECTION 3- DESCRIPTION OF SERVICE (Continued) 

3.4 Service OfreriJlp (Continued) 

3.4.5 Travel Canl Service 

Travei Card Service is a time-of-day banded, outbound long distance service. This 
llerVice allows Customer to place long distance calls from locations other thontheir 
primary service location through the use of a toll free network occess nwnber and an 
Authorization Code. 

3.4.6 PrepaJd eamna Semce 

Prepaid Calling Sen1oe allows a custariX'f to pay a fix.cd dollar amou.t11 in ldvancc for 
looa distance c:allina over Carrier's netWOrk. Plq)aid Calling Service is a flat rated 
(oot time-of-day banded) outbow¥1 long dlstancc service. which allows callers to 
0Jiaina1e ca1lJ via a toll free access l1ll1lber. Customers may oot compk:le calls to 

700, 800, or 900 m.unberl. calls to dJJectory assistance, conference caUs. calls 
requ.irina su.n:barges. or calls requiring operator assistance. The cost of a given can 
wiU be dcd!K*d oo a IU!-dmc t.sis from the available balance wxil the call is 

&enninall:d or uun the full balance of the aalOI!%:1 Is exhausted. Calls may only be 

chalpd aplnsl an aa:ount that has a sufticied avail:able balance. Customers shall be 

given nodce ooe (1) mimic befcn the avai.lablc ICCOWll bl.1aoce is deplelcd based upao 
the applicable rau: for the call in progress. When the balAna: of available time is 

depleted, the caD sba1J be ftnnlnaiCd. A prepaid call ina accoun1 shall expire on the 

dale specified on the card Issued to Cu<tomc:t at the time the account is established. 

3.5 Dedicated Accas LiDes 

Dedi ... tcd Access Lines may be required to connect Customer locations to Cnrricr's POP. 
Such dedicated Access Lines, when required, shall be the sole responsibility of Customer. 
Notwithstanding such responsibility, Carrier shoJI, upon Cu~tomer's request, order such 
dedicated Access Lines on behalf of Customer, nnd shall invoice Customer for uJ I n:lutcd 
recurring and non·n:cwring charaes. 

Issued:------

Mary Cucy. President 
STAR Telocommunic:at.lons, Inc. 

223 East De La Gucm 
Sanla Barbara, California 93101 

Effective:------



STAR TELECOMMtJNlCATIONS, INC. Aorida P.S.C. Tariff No. 1 
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SECTION 4 • RATES AND CHARGES 

4.1 CtotraJ 

4.1.1 Conversalion Minutes, which rcOect usage sensitive charges rcsuhing from use of 
Service, are billed for all Services other than Prepaid Call inK Service in incn:ments 
of six (6) seconds with an initial period as indicated below. Following the initial 
period, all cbaraes for these Services arc rounded to the next higher six (6) second 
lncmnent for bill ina purposes. Conversation Minutes for Prepaid Calling Setvice 
arc billed in inaements of one ( I) minuse with an initial period of one (I) minute. as 
iDdicatcd below. Followina the initial period, all charges for Prepaid Callina Service 
are rounded to the next blaher one: ( I) minute Increment for billing purposes. 

4.1.2 Other than the charges indicated in Section 4.3 lllld Section 4.4. there vc no 
installation charge' or monthly recurring c:barscs for Service. except for the 
installation charges and/or monthly recurring charges associated with the use of 
dedicated ACCCS3 Lines ordered by Carrier on behalf of CUltomer. 

4.2 ln1dal Perioda 

4.2.1 The initial period for Switched Accas 1+ Service is six (6) seconds. 

4.2.2 The Initial period for Dcdlcatcd Access I+ Service is six (6) seconds. 

4.2.3 The initial period for Switched Termination Toll Free Service is six (6) seconds. 

4.2.4 The initial period for Dedicated Termination Toll Free Service is six (6) sc;;:onds. 

U.S The Initial period for Travel Card Service is thirty (30) seconds. 

4.2.6 The initial period for Prepaid Calling Service is one fl) minute. 

lstucd: ------

Mary Casey. President 
STAR Telccommunk:adons, Inc. 

12.3 Eut De La Quem 
Sanra Barbara. California 9310 I 

Etfeclive: ------



STAR TELECOMMUNICATIONS, INC. Florida P.S.C. Tariff No. I 
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SECTION 4 - RATES AND CHARGES (Continued) 

4.3 Bulc Service Rates 

4.3.1 Dlal Acces1 I+ Service 

Usage Sensitive Charaes (Rate Per Minute): 

M12a1blx USIIII: ~Ill~ DAY t:loo·llAX 
Less than $250 $0.1920 $0.1920 
$250- SI,OOO $0.1640 $0.1640 
Ovu$1,000 $0.1440 $0.1440 

4.3.2 Dedkated Aeeeu 1+ Servke 

Usaae Sensitive Charaes {Rate Per Minute): 

Moolbb: U111.1111 ~h&IDII ilAY t:l~:~o·llAx 
Less than $2.500 SO.IuJO $0.1030 
$2,500 - $5,000 $0.0890 $0.0890 
Over$5,000 $0.0780 $0.0780 

4.3.3 Switdled Tenaloadoa ToO Free Serviee 

Usage Sensitive Chafies (Ralc Per Minute): 

MQaJbl~ Llll8&: ~QILIIDI ilAY Noo·lliiY 
Leu than S2SO $0.1920 $0.1920 
$250 - S 1,000 $0.1640 $0.1640 
Ovu$1,000 $0.1440 $0.1440 

Non-Usaae Sensitive Cbarges: 

Per Directory Listed Toll Frc:c Number Per Month $15.00 

Issued:----- Effcctlve: ------

Mary Casey. Pruident 
STAR Telccommun.lcatlons, Inc. 

2l3 P.ut De La Guerra 
Santa ~. California 91101 
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SECTION 4 - RATES AND CHARGES (Continued) 

4.3 Buic Sc.rvice Rita (Continued) 

4.3.4 Dedicated Termlaadoa Toll Free Service 

Usage Sensitive Charges (Rate Per Minute): 

Msmmlx J.la&Q Y:QIIIIDQ lllax ti'u~·ll~ax 
Less than $2,500 $0.1030 $0.1030 
S2.SOO -ss,ooo $0.0890 $0.0890 
Over$5,000 $0.0780 S0.0780 

Non-Usage Sensitive Cbar¥es: 

Per~ Lilted Toll Free Nwnber Pee Month $1 5.00 

4.3.5 Travel Card Service 

Usage Sensitive Cbarses (Rate Per Minute): 

Rate for All Usage Volwnes: 01)! ~aa·Dal' 
$0.2200 $0.2200 

Noo-Uuge Sensitive Charges: 

Charge Per Call NONE 

4.3.6 Prepaid Calllna Stnlce 

Usage Sensitive Charges (Rate Per Minute): 

Rate For All Rate Periods: so.~ 

Issued: ____ _ Effective: ----- -

Mary Caley. Pluident 
STAR Telccommunlcadons, Inc. 

223 East De La Guerra 
Sanaa Barbara. California 93101 
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4.4 

4.5 

SECTION 4 • RATES AND CHARGES (Continued) 

Other Se.rvlct Ch•ra•• 

4.4.1 Non-VerUJfll Account Code Fee 

Monthly Charge for Non· Verified Account Codes: NONE 

... u Vertftecl Aeeouat Code Fee 

Molllhly Charae per Verified Account Code Table: $5.00 

4.4.3 Retuned Cbec.k Fee 

Returned Check Charge (Per Check): $10.00 

U.4 Dlredory AISIJtuee Cbarae 

Cbarae Per DirectorY Assistance Call: $0.75 

Credlu ror Heartna or S,eecb Impaired Persons 

Telepbooe calls which are placed using a Telcoommunlc:at1ons Device for the Deaf (TOO) 
by or to properly certified hearing or spcccb impaired persons or properly certified 
bu~i"'"'s establlshmenlS or individuals equipped with TOOs for the purpose of 
communicatina with bcarina or speech Impaired persons aba.ll receive, upon rrqucst, credit 
on ctwges for all inUullte toll calls plaGed be-tWeen TDOs. The mdit for such calls 
pliCCd between TOOs sb.aU be ftfty percent (SO~) of the billed toll charges. 

Issued:----- Effective: -----

Mil)' CUey. President 
STAR Telecommunications,lne. 

223 East De La Guerra 
Sanaa Barban. California 93101 
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SECTION 4 • RATES AND CHARGES (Conrinued) 

4.6 Employee Cooeeuiou 

No employee concessions arc offered under this tariff. 

4. 7 Spedal Pro..otiou 

Carri~ may, from time 10 time, waive or vary the rates and charges associor.ed "'i th certain 

services for promotional, nwket research, or orher similar pwposes. lu no case, shall the 
I'Wlltina rata and cbaraet exceed the rues and ctwaes liJted in this tariff for the same 
services. 

Issued: ------
Mary Casey, President 

STAR Telccommunk:atJons. Inc. 
2.23 East De Ua Guerra 

SaDia Barbara, California 93 101 

Effective: ------
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