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PIERSON & BURNETT, L.L.P.

1667 K Street, N W, Surte 801, Washington, D.C. 20006
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June 1, 1996

VIA OVERNIGHT DELIVERY
Flonda Public Service Commission
Division ol Records and Reporting
2540 Shumard Oak Boulevard
Lallahassee, Florida 32399-0850)

Re:  Application of NYNEX Long Distance Company for Authority to Operate as
a Switchless Reseller of Intrastate Toll (Interexchange)
Telecommunications Services within the State of Florida

Dear Sir or Madam:

On behalf of NYNEX Long Distance Company. we hereby submit one original and six (6)
copies ol its application for authority 10 operate as a switchless reseller of intrastate toll
(interexchange) telecommunications service statewide in Florida. Also enclosed is o check in the
amount of $250.00, in payment of the Commission’s fee for processing this application. It is our
understanding that the applicant is not responsible for any newspaper publication or other
notification to the public of the filing of this application. and that any such publication shall be
undertaken by the Florida Public Service Commission

We have included with this filing an extra copy of the application, marked “Receipt Copy,”
as well as o self-addressed. stamped envelope. Please stamp and return the extra copy to confirm
your receipt of the application

Any inquiries regarding this filing may be direeted to the undersigned
Respectfully submitied,

%f_:_a‘./,f/(.{ / /// ( -%Z/Jﬁ'ﬁ"ffébu

with fillng GHg o Valerie M. Furman

Ca -..(m%'ﬁu-rj?;mw Counsel for NYNEX Long Distance Company
COBYYo! chec

PRt g e :.zc‘::m:r ”“'k

Ghve ey, dq
E--rnwu&t: ('L I8

Inuliale of parsed Wi ARy
ﬂ@‘ Pareon s forilided check.

wimMpeR -OATE

pOCUMEN!

06068 JN-38

- iorpARTING




FOR AUTH

PROVI

INTEREXCB”




A. This form is used for an original application for a
certificate and for approval of sale, assignment or
transfer of an existing certificate. 1In case of a
sale, assignment or transfer, the information provided
shall be for the purchaser, assignee or transferee
(See Appendix A).

B. Respond to each item requested in the application and
appendices. If an item is not applicable, please
explain why.

C. Use a separate sheet for each answer which will not
fit the allotted space.

D. If you have guestions about completing the form,
contact:
Florida Public Service Commission
Division of Communications
Bureau of Bervice Evaluation
2540 Shumard Oak Blvd.
Gunter Building
Tallahassee, Florida 32399-0850
(904) 413-6600

E. Once completed, submit the original and six (6) copies
of this form along with a non-refundable application
fee of $250.00 to:

Florida Public Service Commission
pivision of Administration

2540 Shumard Oak Blvd.

Gunter Building

Tallahassee, FPlorida 32399-0850
(904) 413-6251

FORM PSC/CMU 31 (3/96)
Required by Commission Rule HNos. 26-24.471 and 25-24.473.




1. This is an application for (check one):

(%) original Authority (New company).

( ) Approval of Tramnsfer (To another certificated
company) .

( ) Approval of Assignment of existing certificate
(To an uncertificated company).

( ) Approval for transfer of contrel (To another
certificated company).

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

()

(x)

()

(x)

()

FORM PSC/CMU 31 (3/96)

Facilities based carrier - company owns
and operates or plans to own and operate
telecommunications switches and
transmission facilities in Florida.

Operator Bervice Provider - company
provides or plans to provide alternative
operator services for IXCs; or toll
operator services to call aggregator
locations; or clearinghouse services to
bill such calls.

Reseller - company has or plans to have
cne or more switches but primarily leases
the transmission facilities of other
carriers. Bills its own customer base
for services used.

Bwitchless Rebiller - company has no
switch or transmission facilities but may
have a billing computer. Aggregates
traffic to obtain bulk discounts from
underlying carrier. Rebills end users at
a rate above its discount but generally
below the rate end users would pay for
unaggregated traffic.

Multi-Location Discount Aggregator -
company contracts with unaffiliated
entities to obtain bulk/volume discounts
under multi-location discount plans from
certain underlying carriers. Then offers
the resold service by enrolling
unaffiliated customers.

Required by Commission Rule Nos. 25-24.471 and 25-24.473.
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3. HName of corperation, partnership, cooperative, joint
venture or sole proprietorship:

NYNEX Long Distance Company

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

No fictitious name.

5. National address (including street name & number, post

office box, city, state and zig godaz.
NYNEX Long Distance Company, 1095 Avenue of the Americas

Room 1428, New York, NY 10036, Ph. (212) 395-4537, [ax %E&é}
6. Florida address (including street name & number, pos o

office box, city, state and zip code):

None

7. Structure of organization;

( ) Individual ( ) Corporation

(X) Foreign Corporation ( ) Foreign Partnership

( ) General Partnership ( ) Limited Partnership
( ) Other,

8. If applicant is an individual or partnership, please
give name, title and address of sole proprietor or

partners. NOT APPLICABLE

(a) Provide proof of compliance with the foreign
limited partnership statute (Chapter 620.16%
FS), if applicable.

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

(1) adjudged bankrupt, mentally
incompetent, or found guilty of any felony
or of any crime, or whether such actions
may result from pending proceedings.

(2) officer, director, partner or
stockholder in any other Florida
certificated telephone company. If
yes, give name of company and

relatic nship. If no longer associated
with company, give reason why not.

FORM PSC/CMU 31 (3/96)
Required by Commission Rule Nos. 25-24.471 and 25-24.473.
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9. If incorporated, please give:

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

Corporate charter number: ES6000000930

(b) Name and address of the company's Florida
registered agent. CT Corporation System
1200 South Plantation Island Road Ph. (954) 473-55013
Plantation, Florida 33324 Fax (954) 476-0158
(c) Provide proof of compliance with the
fictitious name statute (Chapter 865.09 FS),
if applicable.

NOT APPLICABLE
Fictitious name registration number:

(c) Indicate if any of the officers, directors,
or any of the ten largest stockholders
have previocusly been:

(1) adjudged bankrupt, mentally
incompetent, or found guilty of any
felony or of any crime, or whether
such actions may result from pending
proceedings. NO

(2) officer, director, partner or
stockholder in any other Florida
certificated telephone company. If
yes, give name of company and
relationship. If no longer
associated with company, give
reason why not. RO

10. Who will serve as liaison with the Commission in
regard to (please give name, title, address and
telephone number): See Attachment B

(a) The application;

(b) Official Point of Contact for the ongoing
operations of the company;

(c) Tariff;

FORM PSC/CMU 31 (3/96)
Reguired by Commission Rule Nos. 25-24.471 and 25-24.473.
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(d)

Complaints/Inquiries from customers;

11. List the states in which the applicant:

(a)

(b)

(c)

(d)

(e)

(f)

Has operated as an interexchange carrier.

See Attachment C

Has applications pending to be certificated
as an interexchange carrier.

See Attachment D

Is certificated to operate as an
interexchange carrier.

None

Has been denied authority to operate as an
interexchange carrier and the circumstances
involved.

None

Has had regulatory penalties imposed for
violations of telecommunications statutes and
the circumstances involved.

None

Has been involved in civil court proceedings
with an interexchange carrier, local exchange
company or other telecommunications entity,
and the circumstances involved.

None

12. What services will the applicant offer to other
certificated telephone companies:

Facilities. ( } Operators.
Billing and Cocllection. ( ) Sales.
Maintenance.

Other: HNone

13. Do you have a marketing program? Yes

FORM PSC/CMU 31 (3/96)
Required by Commission Rule Nos. 25-24.471 and 25-24.473.
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14.

15.

16.

17.

ilB.

Will your marketing program:
(X) Pay commissions?
( ) Offer sales franchises?
( ) Offer multi-level sales incentives?
(X) Offer other sales incentives?

Explain any of the offers checked in question 14 (To
whom, what amount, type of franchise, etc.).

See Attachment E

Who will receive the bills for your service (Check all
that apply)?

(x) Residential customers. (X) Business customers.

( ) PATS providers. ( ) PATS station end-users.
(x) Hotels & motels. (x) Hotel & motel guests.
(x) Universities. (x) Univ. dormitory residents.

( ) other: (specify)

Please provide the following (if applicable):

(a) Will the name of your company appear on the
bill for your services, and if not who will
the billed party contact to ask gquestions
about the bill (provide name and phone
number) and how is this information provided?

Yes, Applicant‘'s name will appear on the bill.

(b) Name and address of the firm who will bill
for your service.

Sprint Communications Co., L.P.

Please provide all available documentation
demonstrating that the applicant has the following
capabilities to provide interexchange
telecommunications service in Florida.

FORM PSC/CMU 31 (3/96)
Required by Commission Rule Nos. 25-24.471 and 25-24.473.
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19.

A. Financial capability.

Regarding the showing of financial capability, the
following applies:

The application sghould contain the applicant's
financial statements, including:

1. the balance sheet
2. income statement

3. statement of retained earnings for the
most recent 3 Yyears.

See Attachment F

If available, the f:nancial statements should be
audited financial statements. Not available.

If the applicant does not have audited financial
statements, it shall be so stated. The unaudited
financial statements should then be signed by the
applicant's chief executive officer and chief
financial officer. The signatures should affirm
that | S

correct.

Managerial capability.
See Attachment G

. Technical capability.

See Attachment H

Please submit the proposed tariff under which the
company plans to begin operation. Use the format
required by Commission Rule 25-24.485 (example
enclosed) .

See Attachment I

FORM PSC/CMU 31 (3/96)
Required by Commission Rule Nos. 25-24.471 and 25-24.473.
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20. The applicant will provide the following interexchange
carrier services (Check all that apply):

MT8 with distance sensitive per minute rates
Method of access is FGA
Method of access is FGB
Method of access is FCD
Method of access is B00

1]

MT8 with route specific rates per minute
Method of access is FGA
Method of access is FGB
Method of access is FGD
Method of access is 800

MTS with statewide flat rates per minute (i.e. not
stance sensitive)
____ Method of access is FGA
Method of access is FGB
Method of access is FGD
Method of access is 800

Ay

o

MTS8 for pay telephone service providers

Block-of-time calling plan (Reach out Florida,
Ring America, etc.).

X_ 870 Bervice (Toll free)

X WATS type service (Bulk or volume discount)

X Method of access is via dedicated facilities
X Method of access is via switched facilities

Private Line services (Channel Bervices)
(For ex. 1.544 mbs., DS-3, etc.)

FORM PSC/CMU 31 (3/96)
Required by Commission Rule Nos. 25-24.471 and 25-24.473.
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X _ Travel Bervice
Method of access is 950
X Method of access is 800

900 service

_X Operator Bervices

X Available to presubscribed customers

X Available to non presubscribed customers (for
example to patrons of hotels, students in
universities, patients in hospitals.

X Available to inmates

Bervices included are:

_X Station assistance

_X _ Person to Person assistance
_X Directory assistance

_¥ _ Operator verify and interrupt
_X Conference Calling

21. What does the end user dial for each of the
interexchange carrier services that were checked in
services included (above).

See Attachment J

22. _X Other:
See Attachment J

FORM PSC/CMU 31 (3/96)
Required by Commission Rule Nos. 25-24.471 and 25-24.473.
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1. REGULATORY ASSESSMENT FEE: I understand that all
telephone companies must pay a regulatory assessment
fee in the amount of .15 of one percent of its gross
operating revenue derived from intrastate business.
Regardless of the gross operating revenue of a company,
a minimum annual assessment fee of $50 is required.

2. GROSS RECEIPTS TAX: I understand that all telephone
companies must pay a gross receipts tax of two and
one-half percent on all intra and interstate business.

3. BALES TAX: I understand that a seven percent sales tax
must be paid on intra and interstate revenues.

4. APPLICATION FEE: A non-refundable application fee of
$250,00 must be submitted with the application.

5. RECEIPT AND UNDERSTANDING OF RULES: I acknowledge
receipt and understanding of the Florida Public Service
Commission's Rules and Orders relating to my provision
of interexchange telephone service in Florida. I also
understand that it is my responsibility to comply with
all current and future Commission requirements
regarding interexchange service.

6. ACCURACY OF APPLICATION: By my signature below, I the
undersigned owner or officer of the named utility in
the application, attest to the accuracy of the
information contained in this application and
associated attachments. I have read the foregoing and
declare that to the best of my knowledge and belief,
the information is a true and correct statement.

Further, I am aware that pursuant to Chapter
837 06, Florida Statutes, "Whoever knowingly makes a
false statement in writing with the intent to mislead a
public servant in the performance of his official duty
shall be guilty of a misdemeanor of the second degree,
punishable as provided in s. 775.082 and s. 775.083".
o

}/? =
-?2 iféé{—ﬂd— 3 /a: [5G4

Signature Date

UTIL OFF H

_;_Ii:';.-hn 1 Miller

L (212) 395-4537
Title Telephone NoO.

FORM PSC/CMU 31 (3/96)
Required by Commission Rule Nos. 25-24.471 and 25-24.473.
-10=




#% APPENDIX A ##

I, (TYPE NAME)

{(TITLE) , of (NAME OF COMPANY)

, and current

holder of certificate number . Have reviewed

this application and join in the petitioner's request for a

transfer of the above-mentioned certificate.

Signature Date

Title Telephone No.

FORM PSC/CMU 31 (3/96)
Required by Commission Rule Nos. 25-24.471 and 25-24.473.
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CUSTOMER DEPOSITS AND ADVANCE PAYMENTS

A statement of how the Commission can be assured 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) :

() The applicant will not collect deposits nor
will it collect payments for service more than
one month in advance.

(X) The applicant will file with the Commission and
maintain a surety bond in an amount equal to
the current balance of deposits and advance
payments in excess of one month. (Bond must
accompany application.)

Please see Attachment L
{Bond will be submitted shortly.)

[l oo -
UTILITY OFFICIAL: ! // 4 Vel — i for o
// / Signature Date

Johth . Miller

Yice President (212) 395-4537
Title Telephone No.

FORM PSC/CMU 31 (3/96)
Required by Commission Rule Nos. 25-24.471 and 25-24.473.
-12-




- ok

INTRASTATE NETWORK

1. POP: Addresses where located, and indicate if cwned or
leased. NOT APPLICABLE. Applicant wiil be a switchless

rebiller.
1) 2)
3) 4)

2. BWITCHEB: Address where located, by type of switch,
and indicate if owned cor leased. NOT APPLICABLE.
Applicant will be a switchless rebiller.

1) 2)

3) 4)

3. TRANSMISSION FACILITIES: Pop-to-Pop facilities by type
of facilities (microwave, fiber, copper, satellite,
etc.) and indicate if owned or leased. NOT APPLICABLE.
Applicant will be a switchless rebiller.

1) POP-to-POP IYPE OWNERSHIP

2)

4. ORIGINATING SERVICE: Please provide the list of
exchanges where you are proposing to provide
originating service within thirty (30) days after the
effective date of the certificate (Appendix D).

[Statewide in equal access areas.)
FORM PSC/CMU 31 (3/96)

Required by Commission Rule Nos. 25-24.471 and 25-24.473.
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5. TRAFFIC RESTRICTIONS: Please explain how the applicant
will comply with the EAEA requirements contained in
Ccommission Rule 25-24.471 (4) (a) (copy enclosed).

Applicant will not sell private line within EAEA.
The only services to be sold within EAEA are those
permitted under Florida rules.

6. CURRENT FLORIDA INTRASBTATE BERVICESB: Applicant has (
) or has not ( x ) previously provided intrastate
telecommunications in Florida. If the answer is has,
fully describe the following:

a) What services have been provided and when did
these services begin?

NOT APPLICABLE

b) If the services are not currently offered, when
were they discontinued?

NOT APPLICABLE

7 ) ,ﬂ;}p ,
UTILITY OFFICIAL: A‘([ );{{;ét’- e —— DT
L7 Signature Date
“Iohn 1. Miller
Vice President (212) 395-4537
Title Talephone No.

FORM PSC/CMU 31 (3/96)
Required by Commission Rule Nos. 25-24.471 and 25-24.473.
-14_
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FLORIDA TELEPHONE EXCHANGES
AND
EAS ROUTES

Describe the service area in which you hold yourself out to
provide service by telephone company exchange. If all services
listed in your tariff are not offered at all locations, so

indicate.

In an effort to assist you, attached is a list of major
exchanges in Florida showing the small exchanges with which each

has extended area service (EAS).

** FLORIDA EAS FOR MAJOR EXCHANGES **

Extended Service
Area with

These Exchanges

PENSACOLA:

PANAMA CITY:

TALLAHASSEE:

JACKSONVILLE:

GAINESVILLE:

OCALA:

FORM PSC/CMU 31 (3/96)
Reguired by Commission Rule Nos.

Cantonment, Gulf Breeze
Pace,Milton Holley-Navarre.

Lynn Haven, Panama City Beach,

Youngstown-Fountain and Tyndall
AFB.

Crawfordville, Havana,
Monticello, Panacea, Sopchoppy
and S5t. Marks.

Baldwin, Ft. George,
Jacksonville Beach, Callahan,
Maxville, Middleburg

Orange Park, Ponte Vedra and
Julington.

Alachua, Archer, Brooker,
Hawthorne, High Springs,
Melrose, Micanopy,
Newberry and Waldo.

Belleview, Citra, Dunnellon,

25-24.471 and 25-24.473.
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DAYTONA BEACH:

TAMPA :

CLEARWATER:

S8T. PETERSBURG:

LAKELAND:

ORLANDO:

WINTER PARK: Apopka,

Forest Lady Lake (B21),
McIntosh, Oklawaha,

Oorange Springs, Salt Springs and
Silver Springs Shores.

New Smyrna Beach.

Central None

East Plant City
North Zephyrhills
South Palmetto
West Clearwater

St. Petersburg, Tampa-Woent and
Tarpon Springs.

Clearwater.

Bartow, Mulberry, Plant City,
Polk City and Winter Haven.

Apopka, East Orange, Lake Buena
Vista, Oviedo, Windermere,
Winter Garden,

Winter Park, Montverde, Reedy
Creek, and Oviedo-Winter
Springs.

East Orange, Lake Buena Vista,

orlando, Oviedo, Sanford, Windermere,
Winter Garden, Oviedo-Winter Springs
Reedy Creek, Geneva and Montverde.

TITUSVILLE: Cocoa and Cocoa Beach.
COCOA: Cocoa Beach, Eau Gallie,
Melbourne and Titusville.
MELBOURNE: Cocoa, Cocoa Beach, Eau Gallie
and Sebastian.
SARASOTA: Bradenton, Myakka and Venice.
FT. MYERS: Cape Coral, Ft. Myers Beach, North Cape
Coral, North Ft. Myers, Pine Island, Lehigh
Acres and Sanibel-Captiva Islands.
NAPLES: Marcoe Island and North Naples.

WEST PALM BEACH:

FORM PSC/CMU 31 (3/96)

Required by Commission Rule Nos. 25-24.471 and 25-24.473.

Boynton Beach and Jupiter.
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POMPANO BEACH:

FT. LAUDERDALE:

HOLLYWOOD:
NORTH DADE:

MIAMI:

FORM PSC/CMU 31 (3/96)

Boca Raton, Ceoral Springs,
Deerfield Beach and Ft.
Lauderdale.

Coral Springs, Deerfield Beach,
Hollywood and Pompanc Beach.

Ft. Leauderdale and North Dade.
Hollywood, Miami and Perrine.

Homestead, North Dade and
Perrine

Required by Commission Rule Nos. 25-24.471 and 25-24.473.
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ACCESS CODE: The term denotes a uniform four or seven digit code
assigned to an individual IXC. The five digit code has the form
10XXX and the seven digit code has the form 950-XXXX.

BYPASBB: Transmission facilities that go direct from the local
exchange end user to an IXC point of presence, thus bypassing the
local exchange company.

CARRIERS CARRIER: An IXC that provides telecommunications service,
mainly bulk transmission service, to other IXC only.

CENTRAL OFFICE: A local operating unit by means of which
connections are established between subscribers' lines and trunk or
toll lines to other central offices within the same exchange or
other exchanges. Each three (3) digit central office code (NXX)
used shall be considered a separate central office unit.

CENTRAL OFFICE CODE: The term denotes the first three digits (NXX)
of the seven (7) digit telephone number assigned toc a customer's
telephone exchange service.

COMMIBBION: The Florida Public Service Commission.

COMPANY, TELEPHONE COMPANY, UTILITY: These terms may be used
interchangeably herein and shall mean any person, firm, partnership
or corporation engaged in the business of furnishing communication
service to the public under the jurisdiction of the Commission.

DEDICATED FACI-ITY: The term denotes a transmission circuit which
is permanently for the exclusive use of a customer or a pair of
customers.

END USER: The term denotes any individual, partnership,
association, corporation, governmental agency or any other entity
which (A) obtains a common line, uses a pay telephone or obtains
interstate service arrangements in the operating territory of the
company or (B) subscribes to interstate services provided by an IXC
or uses the services of the IXC when the IXC provides interstate
service for its own use.

FORM PSC/CMU 31 (3/96)
Required by Commission Rule Nos. 25-24.471 and 25-24.473.
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EQUAL ACCESS EXCHANGE AREAS: EAEA means a geographic area,
configured based on 1987 planned toll center/access tandem areas,
in which local exchange companies are responsible for providing
equal access to both carriers and customers of carriers in the most
economically efficient manner.

EXCHANGE: The entire telephone plant and facilities used in
providing telephone service to subscribers located in an exchange
area. An exchange may include more than one central office unit.

EXCHANGE (BERVICE) AREA: The territory, including the base rate
suburban and rural areas served by an exchange, within which local
telephone service is furnished at the exchange rates applicable
within that area.

EXTZNDED AREA BERVICE: A type of telephone service furnished under
tariff provision whereby subscribers of a given exchange or area
may complete calls to, and receive messages from, cone or more other
contiguous exchanges without toll charges, or complete calls to one
or more other exchanges without toll message charges.

FACILITIES BASED: An IXC that has its own transmission and/or
switching equipment or other elements of eguipment and does not
rely on others to provide this service.

FOREIGN EXCHANGE SERVICES: A classification of exchange service
furnished under tariff provisions whereby a subscriber may be
provided telephone service from an exchange other than the one from
which he would normally be served.

FEATURE GROUPB: General categories of unbundled tariffs to
stipulate related services.

Feature Group A: Line side connnections presently serving
specialized common carriers.

Featv~e Group B: Trunk side connections without equal
digit or code dialing.

Feature Group C: Trunk side connections presently serving
ATET-C.

Feature Group D: Equal trunk access with subscription.

FORM PSC/CMU 31 (3/96)
Required by Commission Rule Nos. 25-24.471 and 25-24.473.
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INTEREXCHANGE COMPANY: means any telephone company, as defined in
Section 364.02(4), F.S. (excluding Payphone Providers), which
provides telecommunication service between exchange areas as those
areas are described in the approved tariffs of individual local
exchange companies.

INTER-OFFICE CALL: A telephone call originating in one central
office unit or entity but terminating in another central office
unit or entity both of which are in the same designated exchange
area.

INTRA-OFFICE CALL: A telephone call originating and terminating
within the same central office unit or entity.

INTRASTATE COMMUNICATIONS: The term denotes any communications in
Florida subject to oversight by the Florida Public Service
Commission as provided by the laws of the State.

INTRA-STATE TOLL MESSAGE: Those toll messages which originate and
terminate within the same state.

LOCAL ACCESS AND TRANSPORT AREA: LATA means the gecgraphic area
established for the administration of communications service. It
encompasses designated exchanges, which are grouped to serve common
social, economic and other purposes.

LOCAL EXCHANGE COMPANY (LEC): Means any telephone company, as
defined in Section 364.02(4), F.S., which, in addition to any other
telephonic communication service, provides telecommunication
service within exchange areas as those areas are described in the
approved tariffs of the telephone company.

OPTIONAL CALLING PLAN: An optional service furnished under tariff
provisions which recognizes a need of some subscribers for extended
area calling without imposing the cost on the entire body of
subscribers.

900 BERVICE: A service similar to 800 service, except this service
is charged back to the customer based on first minute plus
additional minute usage.

PIN NUMBER: A group of numbers used by a company to identify their
customers.

PAY TELEPHONE SERVICE COMPANY: Means any telephone company, other
than a Local Exchange Company, which provides pay telephone service
as defined in Section 364.335(4), F.S5.

POINT OF PRESENCE (POP): Bell-coined term which designates the

FORM PSC/CMU 31 (3/96)
Required by Commission Rule Nos. 25-24.471 and 25-24.473.
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actual (physical) location of an IXC's facility. Replaces some
applications of the term "demarcation point."

PRIMARY SBERVICE: Individual line service or party line service.

RESELLER: An IXC that does not have certain facilities but
purchases telecommunications service from an IXC and then resells
that service to others.

BTATION: A telephone instrument consisting of a transmitter,
receiver, and associated apparatus so connected as to permit
sending and/or receiving telephone messages.

SBUBSCRIBER, CUSTOMER: These terms may be used interchangeably
herein and shall mean any person, firm, partnership, corporation,
municipality, cooperative organization, or governmental agency
supplied with communication service by a telephone company.

SUBSCRIBER LINE: The circuit or channel used to connect the
subscriber station with the central office equipment.

SWITCHING CENTER: Location at which telephone traffic, either
local or toll, is switched or connected from one circuit or line to
another. A local switching center may be comprised of several
central office units.

TRUNK: A communication channel between central office units or
entities, or private branch exchanges.

FORM PSC/CMU 31 (3/96)
Required by Commission Rule Nos. 25-24.471 and 25-24.473.
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ATTACHMENTS:

CERTIFICATE TRANSFER STATEMENT

CUSTOMER DEPOSITS AND ADVANCE PAYMENTS
INTRASTATE NETWORK

FLORIDA TELEPHONE EXCHANGES and EAS ROUTES
GLOSSARY

monmw>
]

FORM PSC/CMU 31 (3/46)
Required by Commission Rule Nos. 25-24.471 and 25=24.473.
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ATTACHMENT A

PROOF FROM THE FLORIDA SECRETARY OF STATE
THAT THE APPLICANT HAS AUTHORITY
TO OPERATE IN FLORIDA

APPLICANT’'S CORPORATE CHARTER AND ARTICLES OF
INCORPORATION




FLORIDA DEPARTMENT OF STATE
Sandra B. Mortham
Secretary of State

February 23, 1996

CT SYSTEM

Qualification documents for NYNEX LONG DISTANCE COMPANY were filed on
February 23, 1996, and assigned document number F86000000930. 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 corporation 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 FE| number, please apply NOW with the Intemnal
Revenue by calling 1-800-829-3676 and requesting form S5-4.

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)
4B7-6091, the Foreign Qu-lification/Tax Lien Section.

Doug Dickinson

Document Specialis!
Division of Corporations Letter Number: 096A00008072

Division of Corporations - '.O. BOX 6327 -Tallahassee, Florida 32314
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CERTIFICATE OF INCORPORATION
OF
NYNEX LONG DISTANCE COMPANY

1. The name of the corporation is NYNEX Long Distance Company.

2. The address of its registered office in the State of Delaware is 1209 Orange
Stree!, in the City of Wilmington, County of New Castle. The name of its registered agen!
at such address is The Corporation Trust Company.

3 The nature of the business of the corporation and its purpose are to engage In
any lawful act or activity for which corporations may be organized under the General
Corporation Law of Delaware, as it may be amended from time to time, or any successor
law.

4 The lotal number of shares of stock which the corporation shall have authority
lo issue is one (1) share of Common Stock with no par value.

5 The name and mailing address of the sole incorporator are as follows:

Darlene D. Kleiner, Esq.
1095 Avenue of Americas
New York, NY 10036

6. Infurtherance and not in limitation of the powers confarred by statute, the Board
of Directors is expressly authorized to make, alter or repeal the By-Laws of the
corporation.

7 The corporation reserves the right lo amend, alter, change or repeal any
provision contained in this Certificate of Incorporation, in the manner now of hereafler
prescribed by statute, and all rights herein conferred upon stockholders are granted

subject to this reservation.




B. A director of the corporation shall not be liable to the corporation or its
stockholders for monetary damages for breach of fiduciary duty as a director, excep! for
liability (1) for any breach of the director's duty of loyalty to the corporation or ils
stockholders, (i) for acls or omissions not in good faith or which Involve intentional
misconduct or a knowing violation of the law, (i) under Section 174 of the General
Corporation Law of Delaware, or (iv) for any transaction from which the director derived an
improper personal benefit. If the General Corporation Law of Delaware is amended to
authorize corporate action further eliminating or limiting tre personal liability of directors.
then the liability of a director of the corporation shall be eliminated or limited to the fullest
extent permitted by the General Corporation Law of Delaware, as so amended Any
repeal or modification of the provisions of this Article 8 by the stockholders of the
corporation shall not adversely affect any right or protection of a director of the
corporation existing at the time of such repeal or maodification.

I, THE UNDERSIGNED, being the sole incorporator, hereinbefore named, for the
purpose of forming a corporation pursuant to the General Corporation Law of the State of
Delaware, do make this Certificate, hereby declaring and certifying that this is my act and
deed and the facts herein stated are true, and accordingly have hereunio set my hand this
2nd day of February, 1896.

arlene D. Kleiner




ATTACHMENT B
APPLICANT'S DESIGNATED LIAISON'S
WITH THE COMMISSION REGARDING:
(i) THE APPLICATION

(i) OFFICIAL POINT OF CONTACT FOR THE
ONGOING OPERATIONS OF THE COMPANY

(iii) THE TARIFF

(iv) COMPLAINTS/INQUIRIES FROM
CUSTOMERS




APPLICANT'S DESIGNATED LIAISON'S WITH THE COMMISSION REGARDING:

ih The Application

W Theodore Pierson, Jr., Lsg

Merson & Bumen, L P

1667 K Street, NW, Suite 801

Waslungton, DC 20006

Vonee  (202) 466-3044

lan (202) 466- 3055

Counsel for NYNEX Long Distance Company

() OfTicial Poant of Contact for the Ongomg Operations of the Company

John 1. Miller, Vice Presidemt
NYNEX Long Distance Company
1095 Avenue of the Amernicas
Koom 138

New York, NY 10036

Vorce (212) 395-4537

Iax (212)597-2559

(i [he Tartl

Gordon Hutchins, President
Ol Assocntes

1004 Wobum Court
Melean, VA 22102

Vouce  (T03) THU-THGD

[ as (7T03) 7T34-8572
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APPLICANT'S DESIGNATED LIAISON'S WITH
THE COMMISSION (Continued)

v Complunts/Inguines from Customers

Business-related customer inquiries and/or complaints will be directed i the imtial instance to
(REK) 696-2020 Residential-related customer inguiries and’or complaints will be directed i the imitial

mstanee W (888 ) 696- 1939

I the problem is not resolved at that level, both business and residential customers will be
directed 10 NYNEX Long Distance Company 's specialized customer escalation team office, that can be
reached by mail, welephone or facsimile at:

1603 1.BJ Freeway

Suite 300 - TXFRRBO42A
Drallas, Texas 75214

lelephone (800} T83-5624
Facsimle 800y 327-5182

In the event that the problem remains unresolved after a pre-established penod of tme, bath
business and residential customers will be directed 1o call a member of NYNEX Long Distance
Company s management tleam, usaally located i New York City. New York




ATTACHMENT C

STATES WHERE APPLICANT HAS OPERATED
AS AN INTEREXCHANGE CARRIER




STATES WHERE APPLICANT HAS OPERATED AS AN INTEREXCHANGE CARRIER

NYNEX Long Distance Company s not currently operating as either an intralL ATA or
imterl ATA carrer

Subsidiaries of the NYNEX Corporation have operated as intral. ATA domestic carriers since
dhivestiture from AT&T in portions of Connecticut, Maine, Massachusetts, New Hampshire, New York,
Rhade Island and Vermont. They have also provided interl ATA service in the New York-New Jerses
“corridor ™ a limited, contiguous geographie area within which the divestiture court permitted a NYNEX
subsidiary to provide such service. Other subsidiaries provide domestic wireless service and telephone
services in foreign nations. None provide telecommumications services within the State of Florida




ATTACHMENT D

STATES WHERE APPLICANT HAS APPLICATIONS
PENDING TO BE CERTIFIED
AS AN INTEREXCHANGE CARRIER




STATES WHERE APPLICANT HAS APPLICATIONS PENDING
TO BE CERTIFICATED AS AN INTEREXCHANGE CARRIER

Filings are in the process of bemg submutted o Anvona, Cabifornia and Hlmors - The Applicant
intends to make additional filings i most of the states over the next several months, No state has yet

acted on any of the filings

n-1




ATTACHMENT E

APPLICANT'S MARKETING PROGRAM




APPLICANT'S MARKETING PROGRAM

NYNEN Long Distance Company will acquire customers through, calls generated to an inbotingd
telemarketing center, outbound telemarketing and direct sales for busmess customers. Focused messages
communicating value to highly targeted segments will utilize TV, Radio, Print, Direct Mail, [irect T
and selective joint marketing materials. Telemarketing sales will be independently venfied by a third-
party to insure quality and prevent slamming

I hirect sales will be L'u|'|'|p|-_-||~,,,|,l_‘cd o a customer hifetime anmunty basis Lo mcent ql.HilII} and
lasting customer relationships

NYNEXN Long Distance Company will outsource its telemarketing program @ clemarketng
representatives are paid an hourly rate with 3-5% of the hourly rate avatlable in —ommissions (sales

awards, elc )




ATTACHMENT F

DEMONSTRATION OF APPLICANT'S FINANCIAL
CAPABILITY




DEMONSTRATION OF APPLICANT'S FINANCIAL CAPABILITY

NYNEX Long Distance Company is a wholly owned subsidiary of NYNEX Worldwide Services
Group, Inc ("NYNEX WSGY) NYNEX WSG s a Delaware corporation whese principal business is
worldwide communications operations. NYNEX WSG's address s 113 Westchester Avenue, White
Plamns. NY 10604, It is a wholly owned subsidiary of the NYNEX Corporation. NYNEX Corporation 15
a Delaware corporation whose address is 1095 Avenue of the Americas, New York. NY 10036 NYNEX
WSG and the NYNEX Corporation are sometimes collectively referred 1o herem as the "Parents

Neither NYNEX Long Distance Company nor NYNEX Worldwide Services Group have audited
financial statements. NYNEX Corporation, however, does have such audited financials. To review a
copy of NY NEX Corporation’s 1995 Annual Report and most recent Forms H-K and 10-0), please see
Attachment K




DEMONSTRATION OF APPLICANT'S FINANCIAL CAPABILITY

Unaudited company-wide balance sheet and income statement exceuted by an olticer ol

Apphicant follows this page




NYNEN LONG DISTANCE COMPANY
1095 Avenue of the Americas
SNew York, NY O 10036

NYNEX Long Distance Company Financial Statements

NYNEX Long Distance Company is a development stage company for which principal operations
have not yet commenced. The company, having incorporated in Febrouary 1996, has not gencrated
revenue or produced financial statements (audited or unnudited) at this peint. However, the
NYNEX Long Distance Company is accumulating all start-up charges incurred to date. As of
April 30, 1996, the Company has incurred approximately the following costs:

Cumulative

FEXPENSES: Activily

Contracted services S 1,52
Salaries, wages and benefits 697
Travel, meals and lodging a5
Advertising 250
Depreciation &7
(fMTice Support T2
Ultilitics 16
Rent 40
Corporate Allocation Ins
Other = P

Total Expenses N

BALANCE SHEET:

CURRENT ASSETS:

Cash and cash Equivalents 15
FIXED ASSETS, net -1
TOTAL ASSETS s 253

CURRENT LIABILITIES:

Accounts Payable 75
SHAREHOLDER' EQUITY:

Share Capltal X000
_ Deficit accumulated during start-up _ {2,822
TOTAL LIABILITIES AND EQUITY S 15}

The Company anticipates that the preparation of formal financial statements will commence
during the month of June, 1996. The auditors for NYNEX Corporation are Coopers & Lybrand.
The nature, timing and scope of their review, relative to the Long Distance Company, will be
determined shortly.

/
We herehy afficm that the above estimated ﬁmp'm:iul statements are true gnd correct to the best of
our knowledge, information and belpef, || ! it
e _ i \
y 4 | /) k \ [' N A - 1 , \ 1
_.F_c{fJ - __L-_".t'_é‘ =) NGO 00 T O 104
Robert 1. Anderson Caolson I'. Turner Richard F. McCarthy,

Presulent reasurer & Comptroller SAS Controller




DEMONSTRATION OF APPLICANT'S FINANCIAL CAPABILITY

Statement of Retamned Farnimgs for the Most Recent 3 Years

None




ATTACHMENT G

BIOGRAPHIES OF
NYNEX LONG DISTANCE COMPANY'S
MANAGEMENT TEAM




BIOGRAPHIES OF THE OFFICERS AND DIRECTORS OF
NYNEX LONG DISTANCE COMPANY'S MANAGEMENT TEAM

Robert T. Anderson, President & Director - As the Vice President of Business Development for
NYNEX Corporation and as the President of NYNEX Network Systems Company, Mr. Anderson s
solely respunsible for overseeng all business development activities worldwide. He has served in many
exceutive positions for NYNEX Corporation, including that of Vice President of Regulatory Relations,
where he oversaw all New York and Connecticut regulatory plans and contacts Mr. Anderson began his
career with New York Telephone in 1970

John J. Miller, Vice President - Has held o variety of sales and marketing positions with NYNEA.
AT& T and Digial Equipment Corp. Most recently, Mr. Miller has been instrumental i the strategic
planming and formation of the NYNEX Long Distance Company. He s responsible for developing and
implementing the company s marketing programs. Mr. Miller is a graduate of Harvard College and
obtained his M.B. A from Northeastern University

Jeffrey A. Bowden, Director - From September, 1994 unuil recently, Mr. Bowden served as the Viee
President for Strategy and Corporate Assurance. In that position, he directed the development of
NYNEX's overall corporate strategy. advised semor management on mergers and acquisitions, and
proposed methods of measuring the performance and effectiveness of NYNEX Corporation and its
business units. Mr. Bowden obtained his MB.A_in marketing and finance i 1972 from The Harvard
Business School. where he was named the Henry B. Cabot Fellow i finance

John C. Cuddy, Secretary - As an attorney with the NYNEX Corporation, Mr. Cuddy has served the
company and its various subsidiaries since it was formed i 1984, arad, prior to that, served with New
Yark Telephone Co under AT& T In addition to serving as corporale secretary to a number of NYNEX
subsidiaries. he has served as secretary to FLAG Limited, a Bermuda-based corporation in which
NYNEX holds an equity interest,

Colson I, Turner, Treasurer and Comptroller - Mr Lumner augmented a B A an the sciences witlan
NMOBEA Over a thifty-one year career in telecommunications, he has held positions in computer
aperations, finance. hovman resources and customer relations This diversity of cs.pcriuuw led Mr.

I urner to become the Vice President and Treasurer of NYNEX Corporation, where he s responsible Tor
the corporate-wide coordination of all debt. equity and structured financing, as well as maintenance of
bank accounts and banking relationships

Roslyn G. Grigoleit, Assistant Comptroller - Both an Attorney and a Centified Public Accountant. Ms
Gripoleit began her carcer with NYNEX Corporation in 1983 In addition 1o her responsibilities for
NYNEX Long Distance Company, she serves as Stall Director of Corporale Income Tases for RYNEN
Corporation. Ms. Grigoleit heads a stall of seven in tax rescarch, merper and acquisition courdination,
preparation and filing of income tax return and reponding 1o tax audis

Richard Weiss, Assistant Comptroller - Mr *Veiss is a Certified Public Accountant and a Tax
Attornes . He is respansible for the preparation and filing of federal and state mcome tax retums Lo
NYNEX Corporation and for all of the mcome taxes and consolidated tax filmgs for unregulated
NYNEX companies, such as NYNEX Worldwide Services Group. Inc

G-1




BIOGRAPHIES OF THE OFFICERS AND DIRECTORS OF
NYNEX LONG DISTANCE COMPANY'S MANAGEMENT TEAM

Juseph A, Tomite, Assistant Treasurer - Began his carcer in telecommunications an the Treasurs
Department of New York Telephone i 19700 Sinee that time, Mr. Tonuts has been responsible tor the
company wide 1ssuance of Capital, Merger & Acquisition Valuation Analysis, Investment Bankimg and
Rating Apency Relationships, and has served as Assistant Treasurer- Treasury Operations In additon, Mr
Fomitz is responsible for New York Telephone and New England Telephone Treasury Operations

Kelly Bloss, Managing Director - Prior 1o jommg NYNEX Long Distance Company. Ms. Bloss senved
as the Managing Director, Process Re-engineening, for the NYNEX Corporation. She also sens ed as the
director of Telesector Resources Group, where she specialized in corporate communications operations
Ms. Blows has a Masters of Science in Telecommunications and Computing Management from
Polstechnic University and a Bachelor of S¢ience in Mechanical Engineering from Union College

Timothy J. LiVolsi, Executive Director - Previously served as o Pirector i NYNEX Network Sy stems
Company responsible for managing a number ol long distance business development programs. Prior to
that, he served in a varity of sales and sales management assignments in the NYNEN Telephone Group
selling complex voice and data services to Fortune $00 accounts based in New York Mr. LiVolvsi has a
3.5, from the United States Military Academy and an MUBA - from New York University

(-2




ATTACHMENT H

TECHNICAL CAPABILITY OF APPLICANT




TECHNICAL CAPABILITY OF APPLICANT

I'he NYNEX Corporation and its atfiliated LECs are among the world's most experienced
telecommunications companies. NYNEX Long Distance Company's officers and directors all count on
their extensive past experiences in the telecommunications industry, both from working with NYNEX
and from working outside 1. Biographies individuals with extensive technical expenience tollow this
page




TECHNICAL CAPABILITY OF APPLICANT

Kelly Bloss, Managing Dircctor

Prior to joining NYNEX Long Distance Company, Ms. Bloss served as the Managing Director of
Process Re-Enpineering for the NYNEX Corporation, where she lead o team of approximately twenty
managers in a comprehensive redesign of the company s Customer Operations processes. Specific tasks
include, but are not restricted 1o the following: conducting on site Best Practice Interviews with leading
LIS, companies in diverse industries to explore unigue solutions to apply across mdustries, analysis of
histerical company performance along operational and customer satisfaction dimensions and
wennfication and prioritization of areas for improvement; and. development of a comprehensive “Clay
Model™ view of future methods of operations, including revised organization structures, procedures,
measurements and incentives,

Prior to joming NYNEX Corporation, Ms. Bloss was promoted from entry level manager to
dircetor of Telesector Resources Group over a seven year period. Ms, Bloss directed large teams that
were responstble for maintaining and enhancing a multi-functional operating support sy stems
infrastructure; lead a team of experts in the selection of public communications products and
teleccommunications power systems: and, lead the activities of a significantly large team of information
technology experts in the reconciliation and management of corporate data.

Ms. Bloss has a Masters of Science inTelecommunications and Computing Management from
Polvtechnic University and a Bachelor of Science in Mechanical Engineering from Union College

Timothy 1. LiVolsi, Executive Director

As Director of NYNEX Network Systems, Mr. LiVolsi was responsible for project management
of varous mternational and domestic business development activities. Mr. LiVolst led multi-functional
teams consisting of internal and external NYNEX resources to analyze and make recommendations on
business opportunities requiring investments in excess of several hundred mitlion dollars

Frovn 1992 10 1995, Mr aVolsi served as the Sales Manager of NYNEX Telephone Group,
where he assembled and directed interdepartmental teams to design, source and install customized
communications networks that contributed over $9 million in new revenues. He also spearheaded the
deployment of leading edge digital technology by forecasting market demand, driving resource
deplovment and capital funding

As o Captain i the Umited States Army, Mr. LiVols was responsible for the admumistration and
support of a muolti-million dollar study evaluating heavy combat situations which led o changes
systems and force deplovment.

M iV ol carned his MUB A from New York Ur versity's Exccutive Program and s B.S
tron the U noted States Miltany Academy a1t West Poim

H-2




ATTACHMENT I

PROPOSED TARIFF UNDER WHICH
THE APPLICANT PLANS TO BEGIN OPERATION




NYNEX LONG DISTANCE COMPANY Florida P.S.C. Tanff No. |
Ongmnal Page |

NYNEX LONG DISTANCE COMPANY

RESALE INTEREXCHANGE TELECOMMUNICATIONS

SERVICE TARIFF

This tariff contains the regulations, rates and charges applicable to the provision of interexchange
(interLATA and intraLATA) telecommunications services by NYNEX Long Distance Company
for the use of Customers transmitting messages within the State of Flonda, subject to the
jurisdiction of the Florida Public Service Commission ("Commission”).

This tariff is available for public inspection during normal business hours at the maun office of
NYNEX Long Distance Company, located at 1095 Avenue of the Amencas, New York, NY 10016

Issued: Effective: -
John J. Miller, Vice President
NYNEX Long Distince Company
1095 Avenue of the Americas
New York, New York 10036




NYNEX LONG DISTANCE COMPANY Flornda P.S.C. Tanf! No. |
Onginal Page 2

CHECK SHEET

rages | through 23 inclusive of this tariff are effective as of the date shown at the bottom of the
respective pages. Original and revised pages, as named below, comprise all changes from the
original tariff and are currently in effect as of the date on the bottom of this page.

Poge Reyision
l Onginal
2 Orniginal
3 Original
4 Onginal
5 Onginal
6 Orniginal
7 Ornginal
8 Onginal
9 Original
10 Onginal
11 Original
12 Onginal
13 Onginal
14 Original
15 Ornginal
16 Onginal
17 Ornginal
18 Orniginal
19 Ornginal

20 Onginal
21 Orniginal
22 Onginal
23 Original
Issued: Effective: S

John J. Miller, Vice President
NYNEX Long Distance Company
1095 Avenue of the Americas
New York, New York 10036




NYNEX LONG DISTANCE COMPANY Flonda P.S.C. Tanff No. 1
Onginal Page 3

TABLE OF CONTENTS
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Issued: - Effective: N

John J. Miller, Vice President
NYNEX Long Distance Company
195 Avenue of the Amernicas
New York, New York 10036




NYNEX LONG DISTANCE COMPANY Florida P.S.C. Tanft No. |
Original Page 4

TARIFF FORMAT

A. Page Numbering - Page numbers appear in the upper night corner of the page. Pages
are numbered sequentially. However, new pages are occasionally added to the anff.
When a new page is added between pages already in effect, a decimal is added. For
example, a new page added between pages 14 and 15 would be 141,

B. Page Revision Numbers - Revision numbers also appear in the upper right corner of
cach page. These numbers are used to determine the most current page version on file
with the Commission. For example, the 4th revised Page 14 cancels the 3rd revised Page
14, Because of the various suspension periods and deferrals the Commission follows in
its tariff approval process, the most current page number on file with the Commission 1%
not always the tantf page in effect.  Consult the check page for the page currently in
cffect.

C. Paragraph Numbering Sequence - There are nine levels of paragraph coding. Each
level of coding is subservient to its next higher level:

2

2.1

2.1.1

2.0.1.A

2.1 LA

2.0 LA ()
2.1LLA ()]
2.1.1LLA.L.(a).1.00)
2.1 AL (@) L)1)

D. Check Sheets - When a tariff filing is made with the Commission an updated check sheet
accompanies the filing. The check sheet lists the pages contained in the tariff, with a cross
reference 1o the current revision number. When new pages are added, the check sheet 1s
changed to reflect the revision. All revisions made 1na given filing are designated by an
asterisk (*). There shall be no other symbols used on this page if these are the only
changes made to it.  The tanft user should refer to the latest check sheet to find out 1 a
particular page is the most current on file with the Commission

Issued: Effective:

John 1. Miller, Vice President
NYNEX Long Distance Company
1095 Avenue of the Americas
New York, New York 10036




NYNEX LONG DISTANCE COMPANY Flonda P.S.C. Tanff No. |
Onginal Page 5

EXPLANATION OF SYMBOLS

Changes to this tariff shall be identified on the revised page(s) through the use of symbols. The
following are the only symbols used for the purposes indicated below:

(D) - To signify a discontinued rate or regulation.
(1) . To signify an increase in rale or charge.
(M) - To signify materal relocated from one page o another without change
(N) - To signify a new rate or regulation.
(R) - To signify a reduced rate or change
(r - To signify a change in text but no change in rate or regulation.
Issued: Effective:

John J. Miller, Vice President
NYNEX Long Distance Company
1095 Avenue of the Amernicas
New York, New York [O036
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NYNEX LONG DISTANCE COMPANY Flonda P.5.C. Tantt No. |
Orniginal Page 6

SECTION | - DEFINITION OF TERMS AND ABBREVIATIONS

Access Line - A facility arrangement which connects Customer's location to Carrier's network
switching center.

Account Code - A series of digits entered by Customer to associate a call with a particular
department, cost center, or client. A non-verified Account Code shall be accepted if it contains
the proper number of digits. A venified Account Cade shall only be accepted if it can be matched
with a number on the list of valid Account Codes provided by Customer.

Authorization Code - A numerical code, one or more of which are available to Customer to
enable it to access Carrier's network, and which are used by Carrier both to prevent unauthonzed
access 10 its facilities and to identify Customer for billing purposes. Multiple authorization codes
may be assigned to identify individual users on the account.

Carrier - NYNEX Long Distance Company

Carrier Identification Code (CIC) - A unique three (3) or four (4) digit code assigned 1o a
carrier and used to identify that carrier 1o the Local Exchange Carrier and for placing calls as a
Casual Caller. Carner's CIC 1s "6953",

Casual Calling - The access of Carrier’s network and the use of Service by a caller who has not
established an account with Carrier.  Callers access Service by diahing 10XXX or [0IXXXX,

where the three (3) digits or the four (4) digits represented by “X™ are the CIC assigned to Carner.

Collect Call - An operator-assisted call in which all usage sensitive charges and per call charges
for the call are assessed agamnst the called party rather than the calling party.

Commission - The Fiorida Public Service Commission
Conversation Minutes - For billing purposes calls are billed based on Conversation Minutes,
which begin when the called party answers, as determined by answer supervision, and end when

either party disconnects.

Customer The company, dividual, or other entity winch orders or uses Service and 1s
therefore responsible for the payment of charges due and for compliance with Carrier's tanft.

Issued: Effecuve:

John J. Maller, Vice President
NYNEX Long Distance Company
1095 Avenue of the Amenicas
New York, New York 136




NYNEX LONG DISTANCE COMPANY Florda P.5.C. Tanft No. |
Original Page 7

SECTION 1 - DEFINITION OF TERMS AND ABBREVIATIONS (Continued)

Holidays - Holidays recognized by Carrier include New Year's Day®, Martin Luther King Day,
President's Day, Memorial Day, Independence Day®, Labor Day, Columbus Day, Veteran's
Day®, Thanksgiving Day, and Christmas Day=. When any of the tour astenisked (*) holidays falls
on a Saturday or Sunday, the recognized holiday shall be observed on the preceding Friday or the
following Monday, respectively.

Local Access And Transport Area (LATA) - A geographically defined service area established
for the administration of telecommunications services

Off-Peak - All hours other than those included i the Peak peniod, as indicated below

Peak - From 7:00 AM up to but not including 7:00 PM Monday through Friday, excluding
recognized holidays as defined above.

Person-To-Person Call - An operator-assisted call in whicn the caller specifies the name ot a
particular person, department, extension, or other recognizable entity and 1n which the caller 1
not billed for that call unless the specific person or entity named 1s reached.

Point-Of-Presence (POP) - The actual (physical) location at which the network of the underlying
carrier 15 accessed within the state or LATA

Prepaid Calling Service - A prepaid telecommunications service, which provides Customer with
an 800 number and an Authonization Code and allows Customer to onginate outbound direct dial
long distance calls over Carner’s network

Real-Time Rated Call - An operator-assisted call in which the operator captures a record of all
charges associated with the call and provides the information concermng those charges to the caller

immediately upon termination of the call

Service - Any or all service(s) provided by Carrier pursuant to this tantl

Issued: Effective =

John 1. Miller, Vice President
NYNEX Long Distance Company
1095 Avenue of the Amernicas
New York, New York 10036
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SECTION 2 - REGULATIONS

Undertaking of the Carrier

2.1.1 Service is furnished for telecommunications ongmnatng at specified points within
the State of Flonda under the terms and conditions of this tanfr.

2.1.2 Carner shall install. operate, and maintain Service provided hereunder in
accordance with the terms and conditions set forth in this tarift

2.1.3 Carrier neither owns nor operates telecommunications faciliies wathin the State of
Flonda, but rather resells telecommunications services provided by other carners
Notwithstanding the foregoing, Customer shall be considered a customer ot
Carnier, and not a customer of any other carner.

2.1.4 Carnier may, when authorized by Customer, act as Customer’s agent tor ordenng
dedicated Access Lines or facilities provided by other carniers o allow connection
of Customer's locations to the netwaork of an underlying carner

2.1.5 Service is provided on a monthly basis unless ordered on i longer term basis, and
is available twenty-four (24) hours per day, seven (7) days per week

Limitations on Service

Service is offered subject to the avatlabality of the necessary facilities and subject
1o the provisions of this tanfl

2.2.2 Carrier eserves the right 10 discontinue furmishing Service, or o limit the use of
Service, when necessitated by conditions beyond ats control, when Customer 1s
using Service in violation of the law or in violation of the provisions of this tanff.
or for non-payment by Customer.

Effective:

John J. Miller, Vice President
NYNEX Long Distance Company
1095 Avenue of the Amencas
New York, New York [O036
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SECTION 2 - REGULATIONS (Contnued)

Limitations on Service (Continued)

2.2.3

2.24

2.2.5

Service provided under this tariff is directly controlled by Carnier, and Customer
may not transfer or assign the use of Service, except with the prior written consent
of Carrier.  Such transfer or assignment shall only apply where there 1s no
interruption in the use or location of Service, and all regulations and conditions
contained in this tariff, as well as all conditions for Scrvice, shall apply to 2!l such
permitted assignees or transterees.

Service may not be used for any unlawful purpose

Carrier may require Customer to sign an application form furnished by Carner and
to establish credit as provided in this tanff, as a condition precedent to the initial
establishment of Service. Carrier's acceptance of an order for Service 1o be
provided an applicant whose credit has not been duly established may be subject
to the deposit provisions described 1n Section 2.9 of this tanff. Carrier may also
require a signed authorization from Customer tor additons to or changes n
existing Service for such Customer.  An application for service canceled by the
applicant or by Carrier prior 1o the establishment of Service 1s subject o the
provisions of this tariff.

Limitations on Linbilitics

2.3.1

Carrier's hability shall be hinited to damages ansing out of mistakes, omissions,
interrupdions, delays, errors, or defects in transmission oceurning in the course of
furnishing Service, and not caused by nustakes or errors ol Customer. No
liability shall commence prior o activation of Service. In no event shall such
Lability exceed an amount equivalent to the proportionate charge to Customer for
the period during which the aforementioned faults in transmission occur

Carrier shall not be hable tor unlawiul use, or use by any unauthorized person, of
its facilities and services, or for any claim ansing out of a breach in the privacy or
securty of communications transmitted over Carnier’s facilities

Ettechive:

John 1. Miller, Vice President
NYNEX Long Distance Company
1095 Avenue of the Americas
New York, New York [O036
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SECTION 2 - REGULATIONS (Continued)

2.3 Limitations on Liabilities (Continued)

2.3.3

Carrier shall not be liable for any damages, including usage charges, that Customer
may incur as a result of the unauthorized use of its communications equipment,
The unauthorized use of communications equipment includes, but is not limited to.
the placement of calls from Customer's premises, and the placement of calls
through Customer-controlled or  Customer-provisioncd quipiment, that are
transmitted over Carrier's network without the authonization ot Customer
Customer shall be fully lable for all such usage charges.

2.4 Cancellation or Discontinuance of Service by Carrier

Without incurring any liability, Carnier may under the following conditions cancel Service
prior to commencement or discontinue Service that is being furnished, provided that,
unless otherwise stated, Customer shall be given fifteen (15) days wnitten notice of such
cancellation or discominuance of Service.

2.4.1

2.4.2

2.4.5

Issued:

For noncompliance with or violation ol any apphicable State, municipal or Federal
law, ordinance or regulation or noncompliance with or violation of any
Commission regulation, provided that lesser notice may be required by order of
such regulatory authornities.

For Customer's refusal 1o provide reasonable access to Carrier or its agents for the
purpose of inspection and maintenance of cquipment owned by Carrier

FFor noncompliance with any of the provisions of this tantt poverning Scrvice,

For nonpayment of any sum due Carrier for more than thirty (30) days after
delivery of an invoice to the custody of the U5, Mail or other standard delivery

SCTVICE.

Without notice, in the event of Customer's use ol equipmentin such a manner as
to adversely affect Carrier's equipment or Service to others.

Effective

John J. Miller, Vice President
NYNEX Long Distance Company
1095 Avenue of the Americas
New York, New York 10036
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SECTION 2 - REGULATIONS (Continued)

Cancellation or Discontinuance of Service by Carrier (Continued)

2.4,6 Without notice, in the event of unauthonzed or fraudulent use of Service.
Whenever Service is discontinued for unauthorized use of Service, Carrier may,
before restoring Service, require Customer to make, at its own expense. all
changes in facilities or equipment necessary (o eliminate unauthorized use and to
pay 10 Carrier an amount reasonably estimated by Carrier as the loss in revenues
to Carrier resulting from such unauthorized use plus claims lodged against Carrier
by third parties.

2.4.7 Without notice, by reason of any order or decision of a court ur other government
authority having jurisdiction that prohibits Carrier from furmshing Service to

Customer.
Cancellation or Termination of Service by Customer

2.5.1 Customer may cancel Service by giving notice 1o Carnier up to the day Service 1s
scheduled to commence.

2.5.2 If Customer orders Service which requires special construction or facilities for
Customer's use, and then cancels its order before Service begins, a charge shall be
made to Customer for the non-recoverable portions of the expenditures or habilities
incurred on behall of Customer by Carrier.

2.5.3 Carrier shail have up to thirty (30) days to complete a disconneet. Customer shall
he responsible for all charges for 30 days. or unnl the disconnect 15 effected,
whichever is sooner This 30-day period shall begin on the day of receipt of notice
trom Customer.

Effective:

John J. Miller, Vice President
NYNEX Long Distance Company
1095 Avenue of the Americas
New York, New York K30




NYNEX LONG DISTANCE COMPANY Flonda P.S.C. Tanff No. |
Onginal Page 12

SECTION 2 - REGULATIONS (Continued)

2.6 Contract Service Arrangemenlts

Customer specific contract service arrangements miay be furnished in licu of existing tariff
offerings.

2.6.1 Rates, charges, term, and additional regulations, if applicable, for the contract
service arrangement shall be developed on an individual case basis.

2.6.2 Unless otherwise specified, the regulations for contract service arrangements are
in addition 1o the applicable regulations and rates specified in this tanff.

2.7  Restoration of Service
The use and restoration of Service shall in all cases be in accordance with the prionity

system specified in Part 64, Subpart D, of the Rules and Regulations of the Federal
Communications Commission.

b
.
b= -]

Payment and Billing

2.8.1 For billing of fixed charges, Service is considered o be established upon the day
which Carmmer notifies Customer of installation and twsung of Customer’s Service.
Charges shall be billed monthly in arrears and are due upon receipt. Customer shall
be billed for all usage accrued beginning immediately upon access o Service.
Customers shall be billed for usage occurnng dunng their specific 30-day billing
cycle, which for purposes of computing charges shall be considered a month. “The
rates charged to Customer shall be the rstes in effect on the first day of the
Customer’s billing cycle,

2.8.2 Bills are due and payable upon receipt. Interest at the lesser of a rate of one and
one-half percent (1.5%) per month, or the maximum rate allowed by law, may be
charged on any amount remaining unpaid after thirty (30) days from delivery of an
ivoice to the custody of the U8, Mail or other standard dehvery service.

2.8.3 The security of Customer's Authorization Codes 1s the responsibility of Customer
All calls placed using Customer's Authorization Codes or using faciliies owned or
controlled by Customer shall be billed to Customer and must be paid by Customer

Issued: _ Eftective:

John J. Miller, Vice President
NYNEX Long Distance Company
1095 Avenue of the Americas
New York, New York 10036
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Issued:
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SECTION 2 - REGULATIONS (Continued)

Payment and Billing (Continued)

2.84

2.8.5

2.8.6

Carrier reserves the right to examine the credit record of an applicant or Customer.
A Customer whose Service has been discontinued for non-payment of bills shall be
required to pay any unpaid balance due to Carrier before Service 1s restored, and
a deposit may be required.

Carrier shall make no refund of overpayments by Customer unless the claim for
such overpayment, together with proper evidence, is submitted within two (2) years
from the date of the alleged overpayment. In caleulating refunds, any applicable
discounts shall be adjusted based upon the actual monthly usage after all credits or
adjustments have been applied.

A charge of ten dollars ($10.00) or the applicable state return check charge,
whichever is less, shall apply whenever any check or draft for payment of Service
is not accepted by the institution on which it 1s written.

Deposits

2.9.1

2.9.2

Each applicant for Service shall be required to establish credit.  Any applicant
whose credit has not been duly established may be required to make a deposit o
be held as a guarantee of payment of charges at the time of application. In
addition, an existing Customer may be required to make a deposit or increase a
deposit presently held. Carrier shall pay interest on deposits pursuant to the rules
and regulations of Commission.

A deposit shall not exceed the estimated charges for two (2) month’s Service plus
installation, and shall be returned:

When an application for Service has been canceled prior to the establishment
of Service.  Such deposit shall be apphied to any applicable charges, and the
excess portion of the deposit shall be returned.

At the end of six (6) consecutive months of a satistactory credit history.
Upon the discontinuance of Service. Carrier shall refund Customer’s deposi
or the balance in excess of unpaid bills for Service.
The fact that a deposil has been made in no way relieves Customer from complying
with the regulations with respect to the prompt payment of bills on presentation.

Efiecnve:

John J. Miller, Vice President
NYNEX Long Distance Company
1095 Avenue of the Americas
New York, New York 10036
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SECTION 2 - REGULATIONS (Continued)

Taxes

2.10.1 Service may be subject to state and/or local taxes at the prevailing rates, if Service
originates and terminates in the State of Florida. Such taxes shall be listed as separate
line items on the Customer's invoice and are not included in the rates and charges
listed herein,

2.10.2 To the extent that a municipality, other poliical subdivision or local agency of
government, or Commission imposes upon and collects from Carrier a gross receipts
tax, oocupation tax, license tax, permit fee, franchise fee, or regulatory fee, such taxes
and fees shall, insofar as practicable, be billed pro rata 10 Customers receiving Service
within the termitorial limits of such municipality, other political subdivision, or local
agency of government.

Terminal Equipment

Service may be used with or terminated in Customer-provided termimal equipment or
Customer-provided commaunications systems, such as a PBX or key telephone system.
Such terminal equipment or communications systems shall be turmished by and maintained
at the expense of Customer, except as otherwise provided. Customer is also responsible
for all costs at its premises incurred in the use of Service, including but rot limited to
equipment, wiring, electrical power, and personnel. When such terminal equipment of
communications systems are used, they shall in all respects comply with the generally
accepted minimum protective standards of the telecommunications industry as endorsed
by the Federal Communications Commission.

Interconnection

Service furmished by Carnier may be connected wath the services or facilities of other
carriers. Customer is responsible for all charges billed by other carriers in connection with
the use of Service. Any special equipment or facilities necessary o achieve compatibility
between carriers are the sole responsibility of Customer.

Effective:

Juhn J. Miller, Vice President
NYNEX Long Distance Company
1095 Avenue of the Amernicas
MNew York, New York 10036
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SECTION 2 - REGULATIONS (Contmued)

Inspection, Testing and Adjustment

2.13.1 Carrier may, upon reasonable notice, make such tests and insgections as may be
necessary 1o determine whether tanff requirements are being complied with in the
installation, operation, and maintenance of Customer's or Carnier’s equipment.
Carrier may, without notice, interrupt Service at any time, as necessary, because
of a departure from any of these requirements and may continue such interruption
until its requirements have been satisfied.

2.13.2 Upon reasonable notice, the facilities provided by Carrier shall be made available
to Carrier by Customer for such tests and adjustments as may be necessary for their

maintenance to a condition satisfactory to Carrnier,

2.13.3 Carrier shall not be hable 1o Customer for any damages tor Service interruption
pursuant to this Section. Customer shall not be entitled to any credit for
interruption of Service pursuant to this Section when the interruption of Service 1s
less than two (2) consecutive hours.

Interruption of Service

2.14,1 It shall be the obliganon of Customer to notity Carrier o any iterruption ol
Service. Before giving such notice, Customer shall ascertain that the trouble is not
being caused by any action or omission of Customer or 1S not in wirng or
equipment connected to the wrnmal of Carner,

2.14.2 Wh_n Service is interrupted for two (2) hours or more, credit 1s allowed on
demand to Carner, computed as set forth below, provided such interruptian 1s not
shown by Carrier to have been caused by the negligence or willtul action of
Customer, or any other person at the Customer’s terminal location, or 1s nol caused
by the failure of Customer’s equipment or power supply.

2.14.3 Credit is computed by multiplying «he monthly rate for Service by the rato that the
number of hours in the peniod of intermiption bears o 720 hours.  For the purpose of
this computation, each month shall be considered to have seven hundred twenty (720)
hours. The credit shall be based upon the non-usage charges for the month dunng
which the interruption oce rred, excluding equipment and access line charges

Eftective:

John 1 Maller, Vice President
NYNEX Long Distance Company
1095 Avenue of the Amernicas
New York, New York 10036
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SECTION 2 - REGULATIONS (Continued)

2.14  Interruption of Service (Continued)

2.14.4 An interruption is measured from the time Carrier detects irouble or the Customer
notifies Carrier of the interruption by an expeditious means, until the trouble 1s
cleared, Each interruption is considered separately for the purposes of establishing
credit allowance. No credit shall be given for an interruption of Service of less than
two (2) hours, The eredit for a billing period shall not exceed the monthly rate.

2.15 FEscalation and Problem Resolution

Customers who are not satistied with Carrier's response 1o their mguiries or who have
unresolved billing or collection problems may escalate those unresolved matiers Lo the
NYNEX Long Distance Company Escalation Office, at the following address:

NYNEX Long Distance Company Escalation Office
1603 LBJ Freeway, Suite 300 - TXFBRBO42A
Dallas, Texas 75234

Telephone (BOU) 785-5624
Facsumile (BIKh 327-5182

Issued: Effective:

John ). Miller, Vice President
NYNEX Long Distance Company
1095 Avenue of the Amencas
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SECTION 3 - DESCRIPTION OF SERVICE

Availability of Service

Carrier offers resold interexchange telecommunicalions service 10 any person or company
within its service area who desires 1o be a Customer, subject to the terms and conditions
of this tariff. Service is available twenty-four (24) hours per day, seven (7) days per

week,

Timing of Calls

3.2.1

3.2.5

Usage sensitive charges are based on usage of Camer’s network. Such charges are
measured in Conversation Minutes

Chargeable time for Customer shall begin when the called party answers, as
determined by hardware answer supervision, provided that such capatnhities are
available from the local telephone company.  If hardware answer supervision is not
available, then Carrier will employ software answer supervision, and up to sixty
(60) seconds of ringing will be allowed betore billing. Chargeable time for a call
shall end upon disconnection by either party

The initial period (mininum call duration) for billing purposes varies by service
offering and is indicated in Section 4.2,

Usage for billing purposes is measured and partial billing increments are rounded
to the next higher billing increment after the imtial peniod. Billing increments,
which vary by service offening, are indicated i Section 4.2

No charges apply for incomplete calls. If Customer believes it has been incorrectly
hilled for an incomplete call, Carrier shall, upon notihication, nvestigate the
circumstances of the call and 1ssue o credit when appropriate.

LEifectve

John J. Miller, Vice Presudent
NYNEX Long Distance Company
1095 Avenue of the Americas
New York, New York [OU036
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SECTION 3 - DESCRIPTION OF SERVICE (Continued)

Service Offerings

Applicable rate schedules for the following services are provided in Section 4 - Rates.

3.3.1

w
S
i

3.3.3

334

Switched Access 1+ Residential Service

Switched Access |+ Residential Service 1s a tme-of-day banded outbound long
distance service. Switched Access 1+ Residential Service Customers utilize
Feature Group D access.

Switched Access 1+ Business Service

Switched Access |+ Business Service is a ume-of-day banded outbound long
distance service. Switched Access 1+ Business Service Customers utilize Feature
Group D access.

Switched Termination 800 Business Service

Switched Termination 8OO Business Service is a time-of-day banded inbound long
distance service. Switched Termination 800 Business Service calls are termimated
over Customer's local telephone lines.

Travel Card Service

Travel Card Service 15 a tme-of-day binded outhound long distance service. This
service allows business or residential Customers 1o place calls from locations other
than their primary service location through the use of B0O number network access
and an Authorization Code.

Elfective; =<3

John . Miller, Vice President
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SECTION 3 - DESCRIPTION OF SERVICE (Continued)

Service Offerings (Continued)

3.A58

Issued:

Prepaid Calling Service

Prepaid Calling Service allows a customer to pay a fixed dollar amount in advance for
long distance calling over Carrier's network.  Prepaid Calling Service is a flat rated
(not time-of-day banded) outbound long distance service, which allows callers 1o
originate outbound, direct dial long distance calls via an 800 access number
Customers may not complete calls to 700, 800, or 900 numbers, calls to directory
assistance, conference calls, calls requiring surcharges, or calls requinng operator
assistance. The cost of a given call will be deducted on a real-time basts from the
available balance until the full balance of the account is exhausted. Calls may only be
charged against an account that has a sufficient available balance.  Customers shall he
given notice two (2) minutes before the available account balance is depleted based
upon the applicable rates for the call in progress, as such rates were in effect at the
time the account was established.  When the balance of available time is depleted, the
call shall be terminated. A prepad calling account shall expire on the date specified
on the card issued to Customer at the time the account is established

Operator Handled Service

Operator Handled Service 15 a time-of-day banded long distance scrvice. This
service allows business or residential Customers to place a variety of calls through
an operator,  Call types include collect, third number billed, operator dialed,
calling card, real-time rated, busy hine verification, and emergency inlerruption.

Effective: o
John J. Miller, Vice President
NYNEX Long Distance Company
1098 Avenue of the Amenicas
New York, New York 10036
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SECTION 4 - RATES AND CHARGES

4.1 General

4.1.1

4.1.2

Conversation Minutes, reflecting usage sensitive charges resulting from the use of
Service, are billed in varying increments, as indicated in Section 4.2 below.

Conversation Minutes for each service offering shall be billed on the basis of an
initial period (mmimum billing period) and an additional period that are specific
to that service offering. These periods are also detined in Section 4.2,

4.2 Billing Periods

4.2.1

4.2.2

4.2.3

4.2.4

4.2.5

4.2.6

Issued:

For Switched Access |+ Residence Service, Conversation Minutes are measured
in one (1) minute increments, the itial peniod 1s one (1) minute, and all partial
periods are rounded to the next higher one (1) minute crement

For Switched Access | + Business Service, Conversation Minutes are measured in
one (1) minute increments, the inttial period 18 one (1) minute, and all partial
periods are rounded to the next higher one (1) minute increment.

For Switched Termination 800 Service, Conversation Minutes are measured i one
(1) minute increments, the initial period is one (1) minute, and all partial periods
are rounded 1o the next higher one (1) minute increment

For Travel Card Service, Conversation Minutes are measured in one (1) nunute
increments, the initial penod is one (1) minute, and all partial peniods are rounded
to the next higher one (1) minute e ement,

For Prepaid Calling Service, Conversation Minutes are measured in One (1) minute
increments, the inibal period 1s one (1) minute. and all partial penods are rounded
to the next higher one (1) minute.

For Operator Handled Service, Conversations Munutes are measured an One (1
minute increments, the initial period is one (1) minute, and all partial peniods are
rounded 1o the next higher one (1) minute

Effective:

John J. Miller, Vice President
NYNEX Long Distance Company
1095 Avenue of the Americas
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SECTION 4 - RATES AND CHARGES (Connnued)
4.3  Basic Service Rates
4.3.1 Switched Access 1+ Residence Service
Usage Sensitive Charges (1 Minute Increments / | Minute Minimum):
InierLATA I LATA
Rate Per Minute (Peak) % 0).2500 % 0.2500)
Rate Per Minute (Of1-Peak) S 01504 S 0, 1500
4.3.2 Switched Access 1+ Business Service
Usage Sensitive Charges (1 Minute Increments /| Minute Minimum)
InterLATA  ImtralLATA
Rate Per Minute (Peak) % 0.2500 $ (.2500
Rate Per Minute (OHf-Peak) S0 1500 $ 0. 1500
4.3.3 Switched Termination M Service
Usage Sensitive Charges (1 Minate Increments / | Minute Minimum).
loterLATA  IntalATA
Rate Per Minute (Peak) $ 0.2500) S 02500
Rate Per Minute (Off-Peak) S 0. 1500 S 01500
Non-Usage Sensihive Charges:
Per 800 Number Per Month 5500
4.3.4 Travel Card Service
Usage Sensitive Charges (1 Minute Increments /1 Minute Mimimum).
InterL, ATA Il ATA
Rate Per Minute (Peak) S0 KK S 0. 3000
Rate Per Minute (Of1-Peak) $ 0, 2000 S 0. KK
Non-Usage Sensitive Charges.
Charge Per Travel Card Call Placed $0.75

Fssued:

Elffective

John 1. Miller, Vice Presidenmt
NYNLEX Long Distance Company
1095 Avenue of the Americas
New York, New York 10036
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SECTION 4 - RATES AND CHARGES (Continued)

4.3 Basic Service Rates (Continued)

4.3.5 Prepaid Calling Service

Usage Sensitive Charges (1 Minute Increments / 1 Minute Minmimum):

Rate Per Minute (All Rate Periods)

4.3.6 Operator Handled Service

Usage Sensitive Charges (1 Minute Increments £ 1 Munute Mimimum),
IntralLATA

S (0 KK
S0 2HK)

InterLATA
Rate Per Minute (Peak) S 00,3000
Rate Per Minute (Off-Peak) S0 2000

Non-Usage Sensitive Charges:
Charge Per Collect Call Placed
Charge Per Third Number Billed Call Placed
Charze Per Operator Assisted Call Placed
Charge Per Real-Tune Rated Call Placed
Charge Per Calling Card Call Placed
Charge Per Busy Line Venfication Call Placed
Charge Per Person-To-Person Call Placed
Charge Per Emergency Interruption Call Placed

4.4 Other & ‘rvice Charges

4.4.1 Returned Check Charge

Returned Check Charge (Per Check)

4.4.2 Directory Assistance

Charge Per Directory Assistance Call:

Issued: Etfectuve:

Juhn 1 Maller, Vice President
NYNEXN Long Distance Compuainy
19S5 Avenue of the Americas
New York, New York 10036
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SECTION 4 - RATES AND CHARGES (Continued)

4.5  Credits for Hearing or Speech Impaired Persons

4.5.1 A telephone call which is placed using a Telecommunications Device for the Deat
(TDD) by or to properly certified hearing or speech impaired persons or properly
certified business esta’ lishments or individuals equipped with TDDs for the purpose
of communicating with heanng or speech impaired persons will receive, upon request,
credit on charges for all intrastate 1l calls placed between TDDs - The credit tor such
calls placed between TDDs shall be fifty percent (S0%) of the billed tll charges.

4.5.2  For interstate calls received from the relay service, the company billing the calls
shall discount the calls by fifty percent (S0% ). In addition, fifty (50) free calls per
billing cycle shall be pranted to disabled customers.

4.6 Employee Concessions
No employee concessions are offered under this tantl,

4.7  Special Promotions

Carnier may, from time to time, waive or vary the rates and charges associated with certain
services for promotional, market research, or other similar purposes. In no case, shall the
resulting rates and charges exceed the rates and charges Disted in this anff for the same
SETVICes.

Issued: Lftective

John J Miller, Vice President
NYNEX Long Distance Company
1095 Avenue of the Americas
New York, New York 10036
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DESCRIPTION OF APPLICANT'S PROVIDED SERVICES




DESCRIPTION OF PROPOSED SERVICES

NYNEX Long Distance Company proposes to ofter long distance
telecommunications services to all Florida consumers, using the facilities and scrvices of Sprint
Commumications Co., 1P and perhaps other underlying carriers. NYNEX Long Distance Company mtends to
provade, among a growing family of services.

0 Basic dialed ("1 47) services,

() Lol free 800 services that will be charged to the called panty.

(i) Operator-assisted ("70+7), using, automated voice response systems as well as live operators
whiere appropriate.

(i) Frasel services, including both prepaid (“debit card”) and postpaid calling cards. distnibuted
ard branded by the applicant and also distributed by third party vendors sel. ted by the
NYNEX Long Distance Company

Fhe Apphicant will offer ancillary services, such as collect, third-party-billed, and local and long
distance directory assistance services. Some of these services will be furmished by the Appheant’s cmployees
and some by experienced third parties. At least initially, the live operator services and directory assistance will
be outsourced  In addition. NYNEX Long Distance Company may offer a variety of mnovative enhanced
services including, for example, paging, Internet access, broadeast facsimile and teleconterencing I he
applicant will not be offering 900 services or any 800 services for which the applicant charges the calling party
Ihe Applicant will have operators trnned to route misdirected emergency calls to the appropriate party best
able o handle such emerpgency calls

Ihe tollowimg chart summarizes the applicant’s basic services. U also displays the numbers normally
dialed by the calling panty, in situations where NYNEX Long Distance Company i the Pomary Interexchange
Carrier CPICT) pre-chosen by the caller, as well as where NYNEX Long Distance Company s not the PIC, but
v the carmer chiosen by the party responsible tor the charges, i the case, for instance, of 800 inbound calls pad
for by the called party or of calling card calls paid for by the card purchaser. The applicant's Carnier
Identification Code ("C10™) 15 6953 [NXLD]

Product Dialing Patterns - PIC Dialing Patterns - non - P'1C
Cme=1lus ] 1016953 1

Loll Free R KM

Pre-Foand ¢ Dlebat Cand R B

OIperator Services -, O+, (M +) 1O1696T 0- (10-)

(Collect, Callmg Card, Person- FOT bestded (e (UMD 4 )

Person, Operator Dialed, Thrd
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The new market freedoms spelled outin
the national legislation complement the
state regulatory breakthroughs we've
already achieved.

New Choices, New Freedoms
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Serving customers better with quality
service and more choice is the reason we
continue to invest $2.4 billion annually
in our Northeast wireline network.
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Management’s Discussion and
Analysis of Financial Condition
and Results of Operations
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Employee Reductions

Fhe 19903 cmploee termumation vosts of 311 ball
wery conp sl ot 3380 mallion tor eoaplines seso
ancy pavments ancluding salary. pavioll taaes o
outplivement costss and S50 mullon foe post
retitetiierit sowsdical costs inoral atter tax charees won
700 pulhond These costs were tor planocd woirk
toree tedactions of 4200 managenicnt t'llli"|ll‘.n'|- s dtind
12000 sonmanagement emplovees At Devembaer 4]
b the actual number of cimplonees s el
fean e throueh retiemend neenoves o PEH and the
capws Bation for 1995 gl DR were s follows
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Clurrent Status
[ turing 19095, 0 became evident thar the nusdwer of
mianagement emplovees leaving under the retereiiens

incentivies wontld excead the onganal estinate dae v
sl mareemwent stabl reducton ctlorts Trowas
alw determinesd that, due toovolume of busimess
crowth, the expected reduction i the numbser of
nonmanagement caployees would I easand wonlid

net e fully realiced untal 1004
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[earves throneh petirement imeentives m P90 and 1995

adlfy a tl"!!ll\-'- -

i _ 1 Fiae
\I.m.-..,-ﬂm I 1 71N lﬂll‘ AR
ST P ey (TN z-m 5
[oital T nur 4,700 /1

At orhe present e, NV SEA expects the total num
Puer o ermpiovees who will eleer v take the pension
eihaticemmients to be mo the ranpge of JTO00 o THOURD
Compe st of approstately VIO e ment arnd
PR oL oo o pranagenient cmplioyees depwmd
e on work wolurmes, nevds of the busimess, and

v of the mwentive offers

YN N comtmues G monitor the estimated addamn
Tt s e b= revorded .l!'ht_ At I:t'u'llli‘-"l H. 14FI5,
Al i Ipatos thae additionial L']"l-lrl,:t'!- ik b the
ranpe ol B0 Pallion 51 3 ballion atter téx) dniuh'
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wher wall el o take the ancentine This estimate 1y
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postretetnent meduad costs, and favorahle demiee
craphics o1 emplovees actually accepting the olter
whitch have tesulted imcper capita clarae: being
et hat Tower than expweeted  The aotual addivorat
pretas charges b the petirement incentives sl
related §emtnetipenent mcdical costsoan TFE and

PPE are as bolbas
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Vg that cmplivees will contmue 1o fea
utider the retimement noentives, 1008 Cagss tisd that
the remamimg 5212 pullion ol sesveranoe sesrves will
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postretirernent mcd al abihity wall beapplivd s th
viars TR thraueh 19098

Process Re-engimeering
Approsanately ShMy oyl o the P4 B

S5l alter tas o consists of conts asss fated
with s CHIC T WiV delwery to o astorme

| urng the perisd TP theough TP SN0 N
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Bacss o bbsbonimiet wery e thromeboat thae tegioh o fvating
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vons A December A1 199 the actual el
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arve normally expensed inaccordance wath SN
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Wk vonter compudidatoon was rovisedd an D00 o an
i Eease i e number of word centers ton wha
was orginally |-|.1t|h|'i.1. Based om union adtivmients
Pl vt estimate for TR s bused ong g tigal
cinsts e arredd to e anad eetlects the coonpdotuon o
the majotats o e planned work conters B lsaton
o was revised downaard e 1PH due no
the ancrease 1 the numibser of work centers and
ermms ol the o apreerents A the cied ot RIS
the mmaority od the wark conters are L ompelen

Draemerg was delaved i 199 Jue 1o thee timang o

the umon apreements and the higher degree of com
plesity o s sterns redesten wtal exprcted costs were
devivased due 1o the planned use o more im0 house
LESTITTEST I ranning was al L1-|:|:|1|P|I-}u‘-1 i 1P thah
0 hese o the soby and madue mwedia tamming

He empmeening omplementatum is wendiig down and
will b repeitedh swith the related progects an 1748

Enher Restructuring Charges
'ﬂqu-.--ngn '|\ SJH! !11I"iu;| il the TPFEN fostean Vaae
e charges - SEED llon after tasy pelated 1o

Sl N s sl of discontinuance of s antornation
e duets anied services businesses inchaching the sale
vl A it s, Few AL amd sesetal ol ars
Faiisapies Liliits .Irl.1 IIH' =t arenge : pitvitasd ] B

| hese charpees mn luded the worte ol of the net teeib
vale of the busanesses and espmated prosson bin
future operating losses and dhapemal conta NSNS
uttheed 822 502 and SIRS nullon on T'eeG T
and 13 pespee ks ol these restru tunimng
peseraes s oxpweered thiat the peovareng buadanoe of
S14 pulhion il Bee atshieand 0 PRd
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Yoo lebmpemsl R 0w apabeonn oS0 aallvon alter tas
woas tewaraden] ape TVRY o wenitie orttw ot assets atid
abcrual of loss contmeng s direvtly assxonated with
teatrue turing a2 other nontelephone subsidares

1 bwse gesacbsws sttt atiliasd i 1EI5 but were
itideanad are 10 L TR o the armounts of 351
priiarhe b the disprisition ab SYSNEN Properties
Company o and S mullion, respectively 1t s est
mited that the remanine balance of $40 oullion
with b subsrantalle untheed o 190G

Future Cash Piteors and Cost Savings

I he B0EEY restroctuninge o harg > had .mhrip.itﬂ]
appresumately =330 nulion i cash outtlows dunng
the theee year pernad from 1FH through 1458 for
seowetar e and e oengoevnmge costs I PEHL NYNEN
proplemenited retinemient ineentives and oo longer
ety T i i sgnibicai! severdanioe cimls fier the
planned work torce reduenons Cashe oatflows for
1P e eninevning deeraals are expaected to total
.l;l|'-l--1.|n1nh'h 305 malhon 15105 SO, and

s bl 1N T and TFM respeechively s
eoncashe restroctarmge Charges include the pension
vrihancements, postretitement maedical costs, charges
robated to discotmuandce ab intormatuon [Hl.ldl.h.'hl and
wopetes Bsinesses. and weite olts of assets ar other
foatele plione sasbasdiarnes Capatal expenditures for
g thironrely PR are exprected to total approsanate
[y S50 mmuskloon S 1700 5230 and $160 mullon i
W 1A aned 1M, respectively i pimarnly relaved
foenvetvmin o ereneerng and work center consalida
teen 6 WG e an s annwipated thiat savings
perwrated by resteacranme will prosade thie furnds
ruqluh'tl and ant shon wrm cash fow pedds will B
et throueh SYSTA S wsual financing che anels

e the areeptaome ol Pres css Te CRRICCT Y arid the
spmee il penspon eibai citent prograt i IR
approstately LR employees have accepted the
tetiternen? incentives O an annuabized basis, this
will eguate Gooan aberdge reduction i wages and
Partiet e oot appecoartatedy S50 nllon Partally o
LN Tharsa L iest s anges will b thee eflects o wag
and P indiateon erow o aei sodummie ol Busiiss and
Foabinr womts atinibatable tooser ae improvements

It anticprated that the restructurmg wall result in
teshucesh cnmare danine the pernsd of restructiunng and
reddu e anmal operating Y EMIETE N .|||,l|r|n-n|:1.|tr|\
31 7 bullwen begimnoge o 1997 1 hese savings

e hade .1|1|-r|n:|l|..|h'h 311 balhon im reduced wags
antvd Twrpefat (R S Akl e b leww aer 'Juer force It‘\'l.']'.\
arnl approoginately SEE mllion i on wage savings
o ludenge resdus ed e i for fowit wotk s

Management's [hscussion and Analysis .

tiems anid ower purchasing dinats Partially olisetting
thivse ~an ey aty h1;:||.': corta e toe ottt aried
growth i the business

|Results of Operations

SYSEN reperted a et loss Joe the vt ennded
revember M 1995 of & 18 hilbon or S0 340 per
shaze Nt moomie for the oAl enided | e t‘tT'nih'T il
199 war 57920 aullion. or $1 89 per share The
fet liss tor the year cnded Decembar 31 1993 was
2404 | opllion, or $ U5 per share

hie net doms tor VS ncludes an extraordinary
charge and non recurning cnarges and credits 1otahing
£4 2 bullon after tax. or $7 61 per share Tocluded in
thes wrmount e an rur.mrdlnan' |'|'u:|'.:+' of 820 bl
Liin or 34084 per share, for the dis ontimuance of
staternent of Financial Accounting Standards o 7
CrStateinent So 7170 s Note I charges ot
£549 5 mulbon, or $1.20 per share tor non recurnng
ttetns amid fo AT enhanocments & gain of
2155 1 mudlion, or £ W |=t whate as o tesall ot an
prateal publa affening (I Lot SYNEN < Boable
Pstress isee Note 10 and a net gan of 865 4 ol
hon, or $ 10 per share, Trom the sale af certan
coellular properties as a result o the formaton of the
Bell Atlanti S%YSE N Muobale cellular |url.m'r-.11:||
HASA ) e Nt 10 Hesults for 39994 e hude an
alter tax charge ot 54528 mullion or $1 U8 pe
share, for pension enhuncements Adjusting for these
tems, 15 net weomne was $1 4 b, an incrcase
ab 12 1Y% ver VR Results Bin PR iclude after
tan o brarges of S5 6 bdlom, or S405 per share, b
Busitiess restructurime and other charges Adjusting
Foor thise charges, T# mer income wan $1 2 ballian

Edperating revenues o 105 wane 813 4 Wllion, ar.
ptcteane ol SO 4 prollen, o B, over 1R
Included in this increase were hanges in presenta
tor i DS ot gross pecerpta tas and revenues from
Sy SEN Mobile Communn atiems Company

Y NEN Malile  asa result o thie BANM cellular
{-Jfrl.r"‘illlil LA PR S PR Sdjustnin ton thiese itirinis
Gpeerating resciiies o tvased SR S141 bl
Kevenies from the telephone subsudiares and
Felesectie Resources Giroup Ine collectively, the
terles cppTIUITEI al i w““i'. ine teased VUYL
SLE o palbven and revenues Brom SYSEY s athae
sudnidiat res (1 11--|llrh'i"huri-' surbisicdraries
stwreases] 11050 o $1.2 billion Supporung the
I:|'|q. CEITIUIICa LTS qtl}up"i e I.HII'JaTII wailTe d
a7 prowtly i access limes and an B 0% imcrease in

dl batss Lt e [ant wear
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Chprerating resenues for PR were 5188 ballon, o
devecase of S0 2 snllion, v B*. trom [WRA3
Inchaded i this decrease were changes i presenta
ton ol revenues from XYNEN Mobale and from
mtormation products and services busiesses that
were solbd 1 1993 and 199 ANdjusting i these
iters, aperating revenues metcased 400w 126 bl
o Mevenues from the nomtelephions submidiiries
mereased BA4% to S 1 billion. supperted by wrowth
m SYSES Cabled lomms® customier base Hevenues
trom the telecommunications group soere essentially
tlat ar 5115 bl duae prnapally tooa revenue
reduction ordered by the New York State Public
Service ommissaon (TRYSIS0T)

Chperanng expenses tor 1995 were S11 3 bullion

o devrease of 235 7 mulhon, or 2 0%, o 14904
Included in this decrease and as deseribes] below )
were pension enhancement charges in both periods
non recurning ot charges i 1995 and changes n
presentation in 1995 of gioss receipts tas and
exprenses from NYNEX Mobile as a result ol the
AN vellubir partnership isee Note A Adjusting
for thes ftems, opsraling expenses were 303 bal
lom, anoinerease of $93 5 mullon, or 9% AL the
teberomimunications @roup, opsraling expainses

e tvased S5 1 mullon, or 170 and at the nonele
prhi e subsidiaries PRTATIT ORI D1 reased

i
SHA T omllion, or R

Chperating expenses for PEM were 5110 Iwllusn,
4o rase of 315 Wllon o 11T hroin PPRS

Trw Tadied an this devrcase amd as Jdesaribwd bl
wote Dusimess pestoucTueimg and nther o h.ilp:i'n m
A pension enhanccment charges i 1994, and
changes o presentation of expenses from SYNEN
Sobale and tromiinformaton products and servaces
Trsinnesses that were sold i 1993 and 154
"'.-.hl.nlmq forr these sterms, lrlh‘lnﬂll-p! CRPWTICR WETE
£100 2 balhon, an increase of $122 7 mulbon. or 1 2%
A the e
i teased 110 6 nullion, ot 1 3% amd at the non
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telephone subsidianes, opetabimg expenses sy
vasetitiakly thae

O dpwnailing 1ndome. .nhu\.!m;: lor Do Tedurring il
ard the vedr over year change inthe operatine
sy ol NYNEA Mobale, was f|_' ! hl”:ll"-l'l i ['PED
ari it vt ol SARL O o, o 159 Clpwenating

ettty 0 fo P9I amproved 22 percentage puints to

I trem 10 1% This improvement resalted
trome e feased productivaty as adjusted expens
cromethood 00 was outpaced by adjusted revenie

ooty o 8%,

Byl m 1 A W opoit ‘

CMpweratingd iy adjusting Lar non Becuromg et
anid the vear over year changes in the uperating
icome of NYNEN Mobile and the mtormation pu.<d
ucts and services businesses that were sl was
€23 bullionn an 14, 0 decrease of 373 00 mulliw o
St Operating matgen tor JEM declined o 19 1
trom 19 7%, resulung from adjusted expense grosath
of 1.2% excecdhing adjusted revenue growth or 47,

Operating Revenues

In bl . ]"M- 1#es ylad
Laxal service § 6, T222:% L5 £ 0400
Luong distance 10392 1] 2 11804
Setwnrh acvess 15575 L 4dT 0 1 AW7
(Mher 20880 ITAo0 lrapid

Total vperating tevenues $13,406.0 § 13 0006 514 K #

Local servie tevenues inctedased $116.8 mollon, or

1 8%, in 1995 due primanly to a net $104 nullon
increase in demand driven by growth in access lines
atid males of calling teatures Thes incredase was pat
wally olfset by S35 muthaon o rate reductions m Sew
Yotk and Mane, an 335 mulhon decrease attnbutable
1o potential customer billing claims at New York
Telephone, and o §5 aullion decrease due o the
PO peversal ot |1r|:'..'|uln|\ eferred revenues in
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Liwal sepvice revenues increared $132 5 nullin, or
200 1994 due primandy oo a net $.240 mullon
i vase im demaned doven by I-:Hm'lh i access lines
wales ol calling teatures and higher usage assisated
with winter stormes. and 4 823 mulbon indrease m
tates due Wooa ate restructurig in MMassachusetts
foftset by decreases i long distance rates mentioned
Fobiva | partially otfser by a $135 mublon revenue
rendt on putswant tooan SYSIm wrdder

Lomg distance revenues decreased $420 mullion, or
A% 0 1995 due primanly o $24 mallion in
reuired pate reductons “oew England 1elephone
7 mmulhien en e peductions n Sew Hamiphire
wrnd o decredse o denand tor wide srea welecommu
fcaliins sersives ahod Fesult of customer shifis

ln'\.l.'r[ I-'"‘ .:d BT l}lfu"ll‘li |'r'L II"Irl.' l.\.'li"l"h"l'll #ll*‘
sidtaries and iy reased competition Ir should b
foted that certamn vampwiimive Tommen sy longe dirtane
revenues are mvntly e h'y I rEses N petwork

dii sy FEVeEnuUes

Long distance revenues decreased 853 2 nullion. o

4 7%, an FFEH due pomandy e 825 il o fate
devreases due 1o the previnss)y mentioned
MMassachusetts rate restructunng. 38 mlliom i prce
reductions i Sew Hamgpahoe 4 813 pullon sevenue
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reduchion pursuant to an SYSPSU order w512 il
Lions shaft o interstate toll revenues from long
distance to network access at New York Lelephone
and the previously mentroned decrease 0 demand
for wide atea telecommunications services These
decreases were partially offset by increased demand

for message 1ol services

Netueerk aierss pevenues increased $105 T outhone or
4 K% m 195 exchludmg a $55.2 nulhon decrease
atttibutable tooa change in the presentation of grons
receipts tax collected by New York Telephone on
behall of intereschange carrers. (In the thard guarer
of 15, as o result of a change motax L Sew
York Telephone was no longer reguinead 1 pay gross
Foerfils fan b New York State on interstate acoess
revenues P'rior to this change, these taxes were onl
levted from interexchange carniers and remittad
the taning authonty and were included i bsth
CpReTatinng ECyCnues and operating expnses s
Cdpenating expenses | The increase m Network access
revenues tesulted from a 3157 mulhion increase m
iterstate demand partially offset by o 5209 mallon

reduction inoimterstate rates, and a S04 oullhon
wserease nomtrastate demand partially oftser byoy
S0 palhon reduction o intrastate rates

Soetwoth access revenues nervased 30 8 millon, or
PR 1 There was a S127 solhon increase i
mterstate depnand partially offwet by o $69 nullon
kot 11 e staty rdlees, ard i R0 el o
mrease 1 ntrastate demand offset by 4 324 pullon
ridun toon n intrastate rates lll addition thire wais &
£12 mulhion imervase at New York T elephomne due to
shott e coterstaty ol resennees

thic atoemmenbnnes
anie ] o 17 vl revontmition ol *ltvulruhh deterred
pesvetiaes, partially orisen by a 812 mulbion revenuw
rieddictien prarsuant 1ooan NYSPSC vrder
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Earher v nues mereased 3235 2 mulliem, or 100 3%,
i 1A attes adjusting tor w S32002 nulhon Jdecrease
assow tated wath the Jl:ll].‘ L1995 deconsalidation ul
4%t A Mobele due to the formation of the BAs
cellular partnership (see Note Ay (3399 8 oolhon lor
aix months of 1995 compared with $7200 million
toor ta vy mcnths of 1VEM The invrease ol

005 0 gl petlects the tollowing NYSEN

Caldet nnines revenues increased $70 2 mullion

more than Joubling. due o ﬁlgm!'h'.ml. I Tedses 1L
e television customers and in ressdence andd

calby
busitwess telecommuomcation limes %%Y%EA Iralin
pvationy Hesomn es revenaes apcteaned S48 7 mullvn
or % due prmandy 1o ncreased Yellow Pagen
advertsing revenues, from both domestic and inter
natwial dirvctores  Telecommunicaions fevenues

Management = [hame wnnioip an.d

increased S0 mullion, due worhe tollowane a
“ew York Telephone (10 $HF 2 mnlliin due 1o
cossation of setting aside” revenues in the secunc
quarter of 1995 as a result of an NYSESC order
approving a pyriormance based regulatony plan
Man' . 020 S10 mulhion due o the elimnation o
the deterral o0 intrastate Tevenues as o tesult of the
discontinuance of regulatony acvounting pranciples
see Nore 06 815 nulbion brom revenues carnwd

[Xs
£l

winder o service improvement plan implemented o
1904 and (41 %5 nulhion recogpieed i coneation
with ntral AT presubsonption CTHPT D commn
ments that were et 1RIS T hose increases s
partially otfser by o S0 nulbion Jdecrvase i balhing
and collection revenues pursuant to a contract with
MET Corp

MWath respect b b abwve, future quarters will

no bonger refln t the setting astide ot tevenues of
sS4 nullon T ajuarter o5 erenced an JUEH and
carly 1995 At Diecember 310 19495, $188 mullion of
revenues temarns Jeferred (3100 pullion purswant
to the Plan and 827 mullion pursuant o the servee
improsvement plan and will b red l.l-glll?.i.'d As O
nuitments are met op ablgations are satishied see
State Regulatory

Otther revenues decreased 359 4 mallion, or 5 8%

i 1 atter adpostimg b a S279 5 mblion i pease
ansan tatend woath the devonsohdation ol NYNEY
Nabnle (S72000 mudhon for 1994 compared with
S440 5 mullion tor 199930 and a $430 4 mulhon de
crcase assim tated with the sale of information pronducs
atied wervies bustiesses | he devrcase of SH 4 pralleon
pethen 1 the tollow ing D elvcommunications tevenues
devreascd $153 8 palhion, due poncipally toa

$£153 mullion revenue reduction ardered by the
A NYNEN lntormation Kesources revenues
ncrvased S22 mlhon o 2 5% reflecung gher
Yellow Pages wdvertiang revenues amd inoreased rey
cevues Froms the pubilication of directones i the Caech
Republic SYSEN Cablet omums revenue ncreamd
S37 0 pulbion, mmwore than doubling i 19FH

Operating Expenses

1§75 L el

$11,3147 SUL5504 S130745

dperating caperises o T0R5 waene 311 Ebillim a
e rease ol S245 7 stullon i 200 prome A
Irchsded in this decrease (s discusied below ) were
pensiun enhancement Changes i both periods, non
recurnmg net charges o TS el changes i




. Managevinein '« I hass bsngain anil Anvalvsis

prosentation in JUUS of gross recerpts s and
eapensey from SYNEX Mobile as o resulr ot the
BANM cellular partnership Adjusting tor these
wems, operating expenses were 310 3 bullon an
redse of $U3E million. or 9%

Udperating expenses for 1O were S11 6 ballion, a
devrease of $15 bilhion from 1993 Included in

this decrease (as discussed below ) were business
restructuring and other charges m '3 pension
cnhancement charges in 1994 ard hanges i pae
sentation of expenses from SVNEN Mobile and trom
miormation products and services businesses tha
were sold Adjusting for these items . aperating
expenses were $10.2 ballion, an o rease of

1227 nullom, ar 1 2%

Operating expenses included pretas pension
cnhancement charges of 8514 1 nullion and

86035 mulhon v 1995 and 1EMH respectvely The
nonc-recutrng net Charges i V5 mchaded 1)
accrualy of 3201 5 million related to vanous scit
wsurance programs, legal and regulatony
CHNLIMREREIes, operating tax provisoms and resised
bwenefit charges, reflecting events that sncurnnd in
P anad additional intormatem ke avalable
theough revised estimates and analyses comprleted
during 1995, and (2 a 353 5 mulhon et expeinse
reduction resulung primanly fram the recognimon of
o pcn-iun curtmlment gaim and certam non recurning
chatges asaoviated with the tormation of the BANA
cellualar partnershap tsee None o There was o

£55 2 mullon change in presentation i PR of gross
recespts tan cullected by Xew York Telephone on
bwhalf of interexc” ange carners (e Netarh geoen
revenaest and o ST 9 muthon deercase amw atied
with the decomsaludation of SYSEN Nubule as a
tesult of the WANA cellular partnership tsee Note A
15336 2 nulhon for six months of VFES compared
with 3000 1 mulhon for veelve months of 19940

At ohe telecommunications group opwrabing
eapenses were 59 3 billion n 7995, an increase of
S5 1 milbon. o 1% Lmplovee related conts
wereased 395 mollion an 1995 Higher salanes and
woages resulting prmandy from wage ate and vl
wie telated increases were substantealiy o1 by
tedis troms i the wotk lorde and e SRETTO £ IATTTNEN
Gt budimg revised estimates assoctated with wiirkers
LT e ad iy dc;‘ruu].l {}I.[M'I'qu: these i reases
was a 814 mullion ner decrease in non emiphoye
Vst |1r1r|uT|E!. as a result of decreases in |-'['-'--'- "
von and amwrtization isee Sote 1Y odter In
increases 1 bad debt expense. advertsing and muar
keting vosts. and pross teceipis tases (poarily from
a tax settlernent at New York Telephone

Fertell B VL Arey, Bogo

Sothe nontelephone subsidianes operatine o
penses wete U0 U ullion i TR S e
SH5 T mabbn, br GRS Thes gmorcass was alinest o
farchy e b the expatispet of S5 %N NE gk s

Orperating expenses for TRH moladed pretas pensonas
envhancement charges of 3603 5 pullon Cipera
expenses for 1WA included busimess pestrun vt

and other charges of 2.3 bl There sis o
S20 S mullion i fease assam taledd woith thae e
dation of SYSES Nobale (50000 | pslliony b [PrHd
comparcd wath $AT8 O mullon o PEIL andd o
S35 | mulbion decrease associated soth the sl o
iformaron producss and serevices busimessaes

At I|!|.|' h,']u'..unl:nu:::'..allnrl\ REORIEY oWl N
were 59 3 Dallwon o 1M, an incrcase of ST 6o
tlnh or 1 3% |:Ill;1]'.—u'|' related Costs increased
SAR O pnallion o 1 Fligher salaries and wages
resulbing frorn wage tate andreases  saele onterp s
cinploves transters atid volumee related dneredses
wiere partially ofiset by reductions i the work fore
and lower benetn costs Inaddimon there was an
SHI G mmnllion e rease an fion cmploves costs o
mieraly as oa resalt o ke pvanes i -||'|1r-.'- jebl gy g

arnigtizatien, bad debr expense. and contracted see

vives partially attset By decteases i properes taves

Galn on sale of sleck by subsidiary

A of the shares ob Y SEN CLabled e
Cwroup PLA 1k Uablet amms o aned 51N
Clablet omms Cironp fe 70 s U ablet omumes
|‘I-'d il

realletively . TCabld omms” | owas oo
June 1S The offening represented 3470 o the
fotal wunits cnitstanding sath SYSEN poramnge
the Duilaricr St pres eeds Boncthe otleninmg wen
,up;\luui:ul.-lx SO0 mylhon S SN recoenead g
prtax gainoof S304 1 oulhon sorecopnion of the
et anrease 1 the value of NY 51N = gnvestmp it in

bl Sanms dsee S |

Other income (expense)  net

Ty il b L I el #

${(49) = its L

P Mher om0 Wfutin pat bt TURIS |I1|]‘II‘\.|~|
SAN Y gl omer U4 | b Peine ral o anents
ol this change were o 370034 mollion non revurnne
ity oncthie sale af cellubar properties i congection
with the tormuation of the BANAT cellular partnen b
e Sote B partially ofbser by S200T e
ICrease 10 unoerits antenest expense arad 217 4 nul
lion from unrealized  mark b markot caluation
adjustments o Financial Instruments




FORE X TS Brrvaal Rinpsont

CMher income texpense:  oet lor PREH improsed
£53 2 nullion owver 1'P04 The prosopal compoaents
of this chanae wete e 193, 884 nulhon was
expensed tor the imterstate portion of call premums
and other charges associated with the tehinancenge of
lome-term debt, partially offset by an 11 nulhon
TS I TTNOTIEY IRECTest expense in JUH

Interest expense

lei Haillarma - 195 : LT | #an
§7330 L0740 % LAY A

Pritenwst expenioe Lor TS ncreased S0 1 mallion, or
KUt over 1994 due primanly to higher average
interest rates of 7.2% compared to 6 5% in UM

I 'he higher average interest rates are Jue (o increased
short-term rates and a lengthenmg in the matunty ot
the debst portlolio i the latter hall of 1 177%
lomg term an 1995 compared to 70% m 1994 Tl
debt remamed essentially flar ar 398 ullion Thas
inCrease 10 interest expense was partally aftset by a
reversal m 19095 of 314 mullion of previously record
ed interest on the tevenue set aside as ordered by the
NSO see State Regulatory )

Interest expense for O inereased S04 mulhon,

o 22% over 193 due primmandy tooan micrease

i asetape dela levels from 8.7 Tallion i 1'#13

1o S0 T ballion However, total dJela dievicased

324 0 mulhon 1o 399 billion 1see Cash Flows
from Financing Activities) Average interest rates
dechned from 7 A% i 1993 10 O 5% primanly as a
pesanlt of lome term debt setimancmes thoooghout 1FL3

Income (loss) from long-term investments

e 3 19 Eed o
£ 029 L 57T &2

T tlesad froom domge term anpestments bor 19495

snproved $35 2 malhion, or GLO%, over 18 This

mcrvase wis due pomanly o eguity mcome of

S 7 nullion trom the BANS cellular partneeship

b I"‘--lh I

pavits i the Tele TV Partnershups, FLAG Limated
FLAG  and POS Piimeco

parUiadly oltset by losses from mvest

Lovome (loss) fromn long-term investinents for 1ER
improved ST 6 nullion over 1998 pomcpally as
reslt ot 3534 qullion of dividends reverved e 19704
Frengny Lﬁ (FTRNI ) ilh \ |.|ur:'||"' .H"ll.’ ﬂ'h' s,lll :I"!'I.I.”II-'“
eltect of restructunimg charees on 104 amounis

Management « |

Income laxes

I muilim s 2 18 = Fiu
S309 L wWsT

fncome taves bor TP mereased $337 2 oallion
1, attobatable primandy to an morease o protas
icome of S614 1 mullion, or 56 0% and s tve pet
centage prunt inafedse in the effective L raze 1
195 prumanly teflecting the dieontinued applica
o Statement So 71 amd 4 871 7 podliere deterred
valuation allowance benetit in 14

Income taxes for 19 increased S476 4 mullion over
1993, attnhbutable primaaly to an increase in pretas

ncome of 515 bullion on 1994 and o reduction o the
cifcctive tax rate tor 1M retlecting 4 371 7 mullion

teduction in the deterred tax valuation allowance

Extracrdinary item

The discontinued application of Statement N0 71
reguited NYNE Y tor financial accounting purposes
ti adjust the carrving amount of telephone plant ana
equipment and 10 climmate non-plant regulaton
assets and labilities from the balanee sheer This
Change resulted imoan after tax charge of 3209 ballon
comsrntine o 52000 ballion roe adpuse tl'h'||-|ln|n' F!J.LHI
ated vquprment s 37 ballion v woite ol non
plant regulatory assets and habilities SYSES now
utilizes shorter asset hives for certam categonies ol
telephone plant and equipment thar thise previously
apprived by pegalators The elimmataon of the
arnortization of st teulatory assets and the effects
ol vertamn changes 0 accounting |‘Nllltlt'-\ afe tuat
expectend to have a sienaficant impact on finan il
resalts o futiere L\-1|--i- i Siate B

|Capital Resources and Liquidity

Management beheves that SYNEXN has adeqguata
mternal and external resources avarlable b e

G OITIR WP alingE IRt et s Trusitiess u.iu".-'hap
ment, mwiwirk N AT, and new investments bor

the torosevable future

During 19495, net cash used i investing activitios
vaceeded net cash proveded by operatimy activities
by S8 1 mllion Dhos dibberence was funded e
nnartly by Y anad puneenty anterest proeeds and

CRUELY IssUaTICes

Clash Flows from Operating Avbivities

et caah provadiad b opetating activities was 40
4T and B3 T ballier o 1995 10 anid 13, respwe
tvely o 1995, cash provided by operatmg activities




. Management s Thacussion ard Snalysis VT YRR e R )

decpvased 8510 mallian St ancornee exchudimg the Proew ctarient o deanesd avets b 1000 the =000

extraordimary e anad gain onoan IR0 G Sares o sttt 0 anvestimen e n b basssets wac 1t paanit
"

Cabilel Tomms was essentially Hat Diepreciation and ot ancreasal activirs o the maddic market

ALOTTI Wt HITL BT devreased 574 mullon, pn NASNEN Cnadit Company: roadit & o

marty at the telecomemonieations gron s Qs ussedd 2

i P 10 decreased mivestonents o bedsaed
absove Uhanges i opetating asscts atnd labalinne
provided $20 9 malhon of cash o m TV ot

VEE . premeanily s aresult of e reased tnade pas

were The pesult of heightened Codngeeta

lvaning smarhaet

abiles partally oftser bn v peasasd e counts peevable Either investing aetots b L5 casho e - o
oty assopated with re enginevnimg activitios athet anvesting activities el were 351 4 i
reserved for i 1993 resulted o cash outlay s ol 474 7 bl hegher than e PRM as aoeent o8
ST mallion an 1995 and S125 nollon i 10 pis e ntpents i PO Prmiecn La ventoee oo peonnd
‘ension enhancerment charees i VP85 and P4 dad patiofial woareless comniutialivlis services BTy
nut matenally atfect operating cash thows when Partnwershep oo partnershup formied 1o mer
recorded since the cash oatflows will by mcurred pr witeleas vabde swsterng, Bayan Delevomniun, ation
miartly by the SYNEN Peason Plans i furare years Hubdimgs Corporation. the Tele 1y Partnesangp
st anmd 10 1 Exceloomund 1"t atamia an !
In 19, cash prosaded by operating adtivitios an )
: eftvc ol cash tecomved an PRH oo the ot oy
creanedd S48 pnllen Set meomwe decreased
thie smtorat o products and services Basimess jun

Sa42 5 mullioey Trom VO3 aiter e luding $10 bl
Bon due 1o 1993 business restructuning and other
charges Diepreciation and amortization vapense

pial Ty ottt b SO0 plliors o cash reveised 1om
the sale of cellular propeniies oo thappunie witt I

3

Arhintie Corprarativn v cellulas progesties oot

incteased $106 0 mullon, primands ot the wlecom PP T SR

i anons grosp as discussed above U hanges i

pwerating assets and Tabilities provaded $208 4 nullon b 1P HL cash thows Trom other ansesting woro ot
of washi lows i VPEH over 1994, prmanly as a result net wiere S0 G mullion, 513 bllon bower than o

Pt soy sl vded mot muake ans sipnib ant oy
fern ivestieits i 1R T PPRRS cashy onrts s

vt dis reased acoounts revervahle and prepaid cxprenses
v offset by diecrcasad trade pravables

Partia

pesupltedd teoti o S12 bl mvestirent e Vo
Fose budinge thee wtfects o zestros tuning wlarues :

gt prvestoents i Odrtent Televom & Teckinolog
Management anteipsites cash prosoded by operating

”“!-tlhﬂ\ I wl e Lla'\rh:[‘ =|.'|.11“|!~IIII|.I|:- Al

activities m LG o mcrease, prmantly as g resait of i
cppeortunities it hamas, =011 Blellas o taneek

catnings growth
: =% cebbadar pregect s and ane adadinsmal oestmens o
i

N . I FRup A ¥ o A i ' Pt
Cash Flows from Investimg Activaties ebewsm Ania L orpeotation P'abl wniprainn | oarnsited

oot cashiouse | nvesting activitios was 3000 53
atrd S04 bullon i P99 1R and T nespees tively

Pt a nctwoth CapaAns vt in | haidan!

Cash Flows from Financimg Seonvatnes

Capital cxpenditures in 1TE5S were 4.2 bbb, an shoort term aend o terme debt Lodal bt wons yosa
i bk OfF S1759 pallion over P00 Rapid badddiow talls tlat i P95 g gompated b0 TR T B gt
of the cable teloviston eiecomunuyations nerwork i ratan aicteased o Ol 8% as of Peeemdwer 3 1
the §nuted Kingdom contimucd  The Largest compe comprared with 32 9% as of Decembser AL 10#0

pramarly as o resule ot the 829 ballon atter s

nent of capital expenditures continues to b for the
et pangdiary o durge which redaced ot

tehephone subssciaries T hese capital expendhitines

cotitiued at the same level iner the thinee vear pen
| varene VRS osmnenere vl gt -.ll\.l'l.'.\.l‘l-l'l1 e al Pusdilt

vad turadied provvands thoouen cash generaled tioan

of wsite the prosevids oo the pcictization of »
cpwtitiona. ard gt as aniticipated that TFRewapnnal ; )

portion of SYSNENS msestment o Viacons Protoe o
eapainditures will be solarly tunded T tab capatal

"*lnb BTN I|| Vil 00700 Iatbovm L n‘nhl { LALUAT RILLR SR AT
eapenidiiures i HEK are progected B reinnat o ;

‘_\[ 5 maillivm il atwwsdinarny Topemy pw bl

vl womparabbe to JTURS

Inining 10 commwreial paper amed short toeree

L oapital l.‘?-['h'hitﬂl-lh."t i 1M were 540 Tallson, an A

. devreasad e 317 Willion, due promuanlby oooth
inceease of S205 0 milhon aver 1R bor the con

repavment of omimeroal paper threigh the e
strigction and upgrmh‘ of mobale cell sites arad rhe
1 I I‘I } | l I I ikl |.-1||-L' tet i et b Y \.l-lll | wle ;‘]’lllln bl

conmbinued ot uf thae calle Wwles s Telve s, g "

LT IR ERIY 1 1 L4500 r e debw pitvinics T blc_ﬂ.l saanlbon ity arw 100

i atons metwork o the Uoted oo




sgvead o P Been Baprt

annd wead the procevids totepay short term baortow
s o SYNEN The proneeds were, o tuen. usid
by SN N borepay somieerenal paper ot powones
SASENapinal Posding Company 0HCT D ssued
sald nulion of rhediin wrm notes i order to
reddue N SN s commercal paper requirements 1y
westiieatend that these vetimancmes will continue 1w
posinlt ar e aiinial st st savings ol .1.!.I|TIII\IJ!|-ITI'|1-
S0 ikl dor the nest b vears, with savings
thereadter varsime as debt matures

Patal odelst e reasedd S200 00 mudloon an 19PH as come
(CCLECE SLETRE A b abelat patens e pewsed 1o 52007,

as ot Dlecember 31 199H compared with 5397
of I hevember A1 1903, primsanly as a result ol the
S1 6 Bubhion after tas business restructuning amid other

clhateos wibie boredueeid waptiity

[ b papanity, ob the telephone subsadiares’ relinan,
e charees n B9 ineluding call premiums, were
deterredd amd amiostteecd for mtrastate rﬂ'h'-l'l'l.lLItlk‘,
puarpreses and were subseguently ehiminated as o
resaalt o e descomtirianee of Statement Moo 71

Poviadtion oot o stiw bl 19005, DR amad 11908
Sy comtimued too s comimon stk tor
e ey savamgs plans the | hvdend Bewwestoment
PIRISPEY L stk T AT
Al vnpdones stk optin plans

v =t b T hase Plan
satljrabi i
I haea dmidatiors ths tedsnd egiity by approximately
L4 il lpons ene 1R85 5320 mathion e D999 amid
S128 pellioms e 103 U he noncasho issance of stk
whends in connecton wath DI

Priaviarily e i
S0 s and Samalle v respes iy Th
Jicidemids tor corrmon stk remaimeid anchanead
B2 M shite an PP 1R andd 1UR0R

Fravebirn of treaany sten b I Udenobwr PO SO NN
eranted b aduiboral sfoe ko opitiore i oot s th
thia |r|.i|i R |qll|l|r| 1l|.|ll» I-"il.lllh'-h\l.i in ['F‘L'
s purchased treasary stowcko o TP and
pebeasent shiares o the apwen markat as stonk optums
wore enetomed T Sovcmber TS, SYNEN began
Paali e Bt alyares of pry cotnnon stk as stink

et whoatle 1‘&1'h|---!

Viteries ieret Pipancing cash Hows an PR

i luded et funds ot $289 2 mallon primandy peo
vaded by ety endarest an the himaneing

ano tures formed w Dievembeer PO amd 19 L
tie metw ok Gt o prangeam e the Laitod
bondoan arnd b the monctation proceeds s
Financig cash lows e PR o luld
cod miet bk it B350 2nllion promanly presadiod Dy

Vontiamni Bwilova

S EERT Aty drsberest g the B irg structaees borered
b bomited Ranasdom

Sandpemen? o [hiscussion and Analvens

Troceeds fram the wle of stin ki b subsudiary net
yapinig the second quarter at TS SOL0 mullion of
proweeds were recerved fromy the 100 ol

bl oy dsee balow

Current and Future Financing Strategies

Cablet omems SNYNEN Cablet vmims s constri ting
annd operating 53 bllon Broadband thigh capacty
network o be substanually completed by 1997 1o
the prosesion of cable televiston amd telecommunica
Lions services i certain heensed areas i the L onted

konediom

Irgreng PR3 dior bivenosed areas oo the Southern
Uputed Kingdom or South’ pand 1PH lor hoensed
atvas i the Northern U pered Kmedom or “Sorth
wYSEN eptered imto dosetes of fnancing transad
tons that coupled o bnancng partnership and
Toprntasdd I-._;hthz, COmpanies fuor Funding constructon
ot up 1o $425 mullion i the South and up o $11 Wl
liom in the North, tor a wital of up o £1 5 bullwon 1as
these by are denomunated i pounds sterling. these
amunts are based on .1|‘r|1||. able vear end exchange
tates s [ connection with the financing of the Soath
and North, SYNEN has provaded cortam guarantees
and indemnifications e the inancng partnesship
and Limned Tabali comnpanies regarding the com
pletin ot the constpn ton program sl any brvach
o the apteements due B events praor W the creatinn
af the votitees This tepe of linanong could provide
sigrtcant addimonal funds over the fiesl hive years of
cach fancimg 1o heip LIITI]-I'TI'I'II.' the funding ot
s U ablel mmns netwth NManagemen? antie
pates Baving suthioent funds. cither from these o
ather tundimg sisarees toocmaplete construction of
the nctwark

I bgeanee borbrruary PP tan entitivs woers

torned a0 b pubde b Lalnbity cotigransy

kU ablet commy arnd oo [ielasare compemation

s ablet omimiss Dhe sole assets of Tk

(lablet cnnms and 1S Uablet mims are A0, amd

1 pespwatively o the ourstanding stock of NYSEA
Uabdet enmemis Halihines Tie which holds through
catiots stbmidianes and partnerships interests an
cable television amd telecommunications (tanchises
assets aned operations i the L nated Kingdom

Yig v swas completed i lune B905 al WIS kb
ety inite o ablet s 1 hese anrks e
tradied an etapled units” and ae compresed of one
arthinars share of VR CableComms and one share of
corntios stock of 1= UlableComms (the “Cambined
Wi | | e Clssrsbipriacd UM Eer g I'l';lll.'h‘l'lh‘d
Vo thie totad wmits onatstanmding wath XY%EN




. Managvymient s IVisi wssinn and Analyeis

retaimmnge the balanee Nt FTIHt'ﬂl\ from thee ottersme
Wy 4|3],\:|1\|1:1..|tr|\- SO0 mikleon € ablet Tomms s
wang the proceeds to repay outstanding revolving
lans under credit facilities, to fund o portin of the
ot ol constructinn ol (Is lwlunrk and ten I'1'F\|'I.JIII'1§.!
cash fHow and interest

Viom b Preceimber 195, NYNEN enterad into a
contract tor the nonsrecourse secantization that per
mts wmonetization of approximately 50% of s
imvestinent i the Viacom Senes B Clamalaric
Pieterred =tiw b of which 8% was anplemwented
15 S SN realized procceds of ST nuallion trom
this monctization which were used 10 reduce ot
standing commercial paper

I b term ol the monetization transaction s
cears at which rme the thrd party anterest that pro
cided the fundimge for tos transaction wall be
redevnicd through the sale of the asséts secunitizing
this transaction: Under the terms of an extension
agteviment SYSNEN has the ability and imtends to

tin tease the amount of monctization e 1o Srd sl
o by Sarch A1 190 under terms and conditions
thiat are substantially the same as the December 1905
trapsaction NYNEX may, upon meeting vertain
fundme tequirements, elect o purchase the thied
Prarty pntreals i terfnale? the transaction and cause
tha ]Jquld.n:nn o the secuntieed assets

A [ecember A1 1995 NYSNEN had 950 mullion ot
prssuvdd ursecured debt and equiny sevurities regis
teread wothi the Secuntes and Eachange Uommussion
b T he proceeds from the sale of these
wotrities wotld beused o provide funds o NYSEN
amd ot SYNEN s nontelephone subsudranies tor ther
respentine denetal corporate purposes At Decembye
s 0 b b S03T el o ungssued s
arng ter i e b sy anites registerad wirth the SR

M hen pssted these seeutities will bee guaranteed by
SANEN The provevds tromethe sale of these seoun
ties fias b used G prosade Bnancimg for NYNES
ated the nontelephome subsdianes At December 41
1A New | neland Telephone and New Yok
Pelephime bk 3500 and 8250 mullon, respectively
of wrssind - unseoured debt sevurmes registered

with the =he

P tb bk cpanter ok PEB an oedepwmdent fwond
paaterne aeens y bowered s patimg of thie long et
debn o S 508 Carporation, which mcludes Credo
Ciommpany anid 010 The bond ratings of New York
Detephone and Sew England Telephone were
pealbirmiedd wb Current levels bt the rating outloobk

are e Pogland ©elephone was placed on negatig

Mt N LS Annmual B oot

sithosk by the agency However, Managenwem
Prelreves that the bond ratngs are mdscative of steong
credit support fur tmely ponapal and imterest pay
ments 0 the foresecable future

Chn Seovemnibser 100 1RSSO NEN and G oredi
Company entered into e $2 75 billon unsecured
revobving credu faciliny, warth Chermcal Bank as the
admmmistrative apent (Credit Company may boroow
upr o SI00 pallion wnder this Goliey 1 Farther

A NEN may pegiaest an ancrcase in the aggregate
commitments under the tachity of up to S5K0 ol
Feom The matial term s for e years. but the
borrower s may reguast Pao ostensions of the faodiy
in each case for an addittonal vear Currently a4 e
af U753 per annum s pad by NYMNEN o the
avpregate onbatanding commitments U nder the
termis of the agrecrnent, the proceeds may i s to
tand working capatal andor any lawtal corporare
[ e i luding sappeort ot outstanding vt
vial paper NYSEN had no borrimwings urinder this
credit facihty ar Dheoember 310 197995 However

&1 9 ballion of outstanding commersal fra e
borrowings was clasafied as Long-term debn
hecember 31 19095 hecause YSEX has the intent
i rehmanee the conamercial [rapwer lwarrow s on a
lorrg terrms Basis e bas e abaliey o do s ande
the cevdin tacility

he semture Betwaoen SYSEX, Bell Atlante
Ceorpotation A Louch Communications Tne and
o k=1 b s comprsed of two partneeships
oo ob which, 1%~ Promeco, partiespated i the g
aucton of personal communmications serveees 4 L
hicenses arncd bad a votal of approsmately 311 bollon
bt Ticerses i aefeven s of whach SYN v
portion was approsonatels 3277 anllion The ad
was prand upein grant of the licerses and bnal fevies
ot bidder qualitioations by the o an June of 19995
SESEN s portion ab the bid was fundad theough the
suanee of ottt al pagpser Iee TORH thie vamture
plans to ot o Pl muarkets and bl ot

the metwork Lor prospios e otfening ol services 1o

custonriers

Financial Instruments

Fooriars el Bisk Nlanagement

b A has entetead it Iran s s anvolving

e pese b denivative nstruments as patt of its finan
tal risk management programe The purpose of thas
proram as G manage NS ENs agpregate financial
ok arid tooprotect against adverse changes in fisr
it one hahge tates intetest rates and other prices
i otates and o otherwrse tacilimate SYSNEN




rorvgh 0 1o Aol Bepeort

fvaniciny ~trateey without holding o ssanne ans
istruenents solely for trading purposes

HTIETT R

Pl dherssative imsteamenits taed B manage these
risks miay by separated it theee fundamental types
forwards, options and swaps WY SEN assesses hinan
Ctal eaposures and matches s denvanive positions
accotdiely Dogpuediny amd resdlts of siperations are
T AR A oF e e el mpian b, ripateralls .J“l'-.h.-.i
oo SOy SN st ing strategy, o paortion of which i
accomiplishied through the atorementiomed tsk man
ARt bt Prasayar

SN S vae of dervatives for nisk management
parprees s teprosented by potonal amounts 1 hese
notiotial values solely feprestnt contractual amounts
that serve as the basis or relerence amount upan
which contractually stipulated caleulations are based
| heretore, these amoants are sntendid tooserve as
wereral solume andicators ondy and are not i ative
vt the protenitial garnor Toss from market o credit
risks, or tature cash teguirements. At December 31
Vs and 1090 SV NN had dlenvative transas hons
ptit e betwesnn TR andd 2000wl ntuonal
Aot e Bolliws categonieed by the type of sk

Farring mtatndgend o

i Iwﬁ. LiFad
inis TR S R L § AU [T e B £ 100005 1o
| | PreTie s DIECTaT rale i aphs OIH .4 AT |
| eotipith cagepanis'y luskm .|'|Ll1 talwesrt clatd s 55003
Tititiat fate swapis Liaps . oLl
Fomeien s wrresioy swapsst ier LR ] 5
g tuted eny s ape 550 AL
Peatil S AN AR

B ape e A0 S s s entered i | ] Renny
U100 1 Dasis ssoaption agtoemeniis as part of 4 rish
PR T PR nsrarn Lo protect againat the effect of
b foased coppRinate Tas pales on Upedin Clonapramy »
L-\‘-I,L:-. Lt ]hlrl|1IL||I NYKEN teveis el s
aetely =LY tlli of premuums on the basis swapton
apiernents w bl were exercsed i January of FEM
Pl teotadiong of thes buasis swaps at fair market
walie e oF 1 hecembaer A1 1095 resalted inoan unreal
feed rrearh v b et acdestrient ol approstnately

<17 b rnlhian et cd presaoushy unamortized preauum
w e b e Jusded o A Mher incemie fexpensel - netan
the comsabidated tinancal statements

I-Il.".i"ll I l\..l|.lr||,'- J:!'L .I|||-I

Tritegnst Hate Bash Slaaecment

Uoretict o irrg s Dritena ob vite seaps. SYNEX hedyjes
the U= Dwalbar v of mans of s internatoenal

s Tt liy =i o s 1ill'l.'\1 1"""'4“\”“" imn the
foteren curneney ote used  Inoother canses, SYNEN

Wanagement' s [Disiussion and N

uses dervatives to cieate synthetie non L= 1 ailar
denommated debr thereby hedging o funding thes
investments more cost-effectively and with greater
Hexability. Gienerally these transactions involve 4
derwative contract which meludes both interest tate
and forergn currency components Wath respeecs t
the Torergn cuttene y camponents, camulative me
cains of 87 4 and 859 mulhon a1 Decembser 3] 1'"Fi5
and 1L respectively, have been recorded as dinvat
adjustients to Stowckholders eguity In connectuom
with managing the cost associated wath the vurrency
LOHTIONenTs, the intetest rate swap components gen
crally requue NYSN1 Y to recenve interest at a hived
rate averaging approsimately 3 4% and 3 3% as of
Dwecermnber 31, 1995 and 1PH respectively anid 10
pay ﬂ-mtlhu interest rate (three month or sin trinith
LIBOKR D which averaged approsimately 6017 and
G0 an December 310 1905 and T9HL respectively

Foreygm currency forvards (hart dated ] Tncompwatinn
with the reverpt any 199905 of demand huans denoan
patedd i Uk povinds tronn S SES CableUomimes

S 8PN entered it boreign carrency fueward con
Pt ts tor manaige the forcin Currney exposures
assoctated with the loan. repavmients

Interest vate swaps Cape looorder v manage interest
rate expeonures, SYND cmplovs varie strategies
promanly nvolving mterest fale swaps which some
times ncorporate nkerest rate options The net costs
of these upli ns an amortized tooanterest expense
over the lves of the applicable agreements

NYNEN has entered into several mterest rate swap
agreements to mesdity the nterest rate profile of s
labuhity portiolio T hese swapn are associated with
crther a portin of comnwrcial papss o non vallable
it term petes and ane designed o achieve a v
girtend man of thating and fined rate Jdebst for the
NYNEN portiolio The following table indicates the
types of intencst tate swaps used for this purpeose and
their weighted average mterest rates Vanahle tates are
Based on the |\p\'|.l|‘-1 future rates based on the vield
curve at the repearting date, these may vhange
sternficantly bt are not eapss ted 1o have a materal
et on future cosh ows These swap contracts
Coth temating matunties of between on and eight

Aadlb s AT A% Tedlivw s

i = bred
K i e Prawd wa apre rislporial amssnani s lw-? 5 “‘HJ T
Vuetage fecetve rate a0, | LR

Loitage pay tale 5 48% HAr.
Pt tivesd swaps notuoal amosii $ 925 x MUl

Vowvtage pus rale 6 08 o 4%,

Wvrrapy Feocive fate 5.23% H 45",
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Fovergn currenon suaps /(0 Mher Inocader to mutigate
the impacts of foreign curtenoy and interest. rate
fluctuations on certain payments in conjunction with
the fimancime of the network construction progect in
the UK, SYNEN entercd mto Bwo cniss-curme ey
swaps  The contract terms for these swap agrecments
include toreign curtency and interest rate compa
nents which are settled quanerdy when payments are
made and receved For the swap relating to the
fivancing of the franchises mothe North (entered

o on Preeember 149 PR the eachange tate 1y
15625 %44, For the swap relating o the hmancing
uf the franchises in the South tentered it on
iecember M, 1993 the exchange rate is 1 47095

S0 The swaps reguire SYSEN to pay i US dol
Lars an avetage fived mrerest rate of 13% and 15 4%
tor the Sorth and South inancings respectively, and
o revenve a vanable interest rate based on 3 Month

1 IHOK, payable i UK Pounds The net impact of
avtivaties related to the WA ix o prdedd in ncoane

from continwing operalions

Structured note suaps Dunmg PRH SNEN enteredd
into three derivative contracts i connectson with the
pesipanee of three structured medim o notes with
a total promcapal amwont ol $55 wllion n order to
lower bmancing costs The theee denvative contracts
have effectively converted the structured notes inmto
standard medium term notes wath effecting mteraest
rates of 7 TH% (8200 nullon prancrpal b 7 7R

(ST il proscpall and 3 Month IR & (0157
525 nullion principal |

Imipact on Operatinns

In 1095, 1994, . d 1903 SYSEN S ingoine from
CoOntINUINE OPCTainns was rediend Ty 51240, SH G
and 107 mullion, respectively, from all nsk man
agerment activities  The $320 mullion seducnon m
VK5 was primanly due to $17 4 nollion from an
untealized “mark o market’” valuation adpastment
tor the basis swaps The remammg 513 6 mllin
et n TS and reductions i 1993 and 10693
were primanly due to the interest expense assonated
with interest rate management and synthetie non

I 3ollar debt

NAYNEN s poliey requires the evaluation of the hedg
e of anternational cguity Investments on g

case biyecase hasis By hedging the forewn currency
risk assoctated with some of these mvestments
SANEN has mcurred additional costs These e
mental costa pethent the higher cost ot capital s th
velewant anternatoondl markets For the hedges
wtiliaang derivatives, these ineremental costs b
bevn rellected ininterest eapense and an the Lar

wivhd e B A Bt

valoe ob the respective denvatove habalines 40
Drwecemnbwer 31, 15 and TYYHL approsaiiatels S0
and 24400 pllon, respeviively. of the tar marka
value of denvative thedging ) habidives et ans

ToEvhal nbpg LII'I..HIHI[II.n'lJ ceetiental cost ot b

euuity mvestments o the DR and Thalind Thew

Tk

Teiainng incremental voste o e ot Pl
upeat the rates impled mothe yweld carse ar ey
reprrting dates  The mterest expense assn atad with
these hedies s managed as part of SYNES ~ el
inferest rate structure

|Collective Bargaining Agreements

In Sav 199H. aereements were ratthed with thy
{omnmmunications Workers of Ameria atid ths
Inteenational Brotherhood of Dlectrcal Woarkaers
IR i New York to extenad the collectine b
garang agreements through August 8 1983
sarmlar agrevment was feached with and ratined b
the THEW i New England in August 195 1hen
will e Basic wage mereases of 10057 dunme thee [it

of the agreements [ he wage rates reased 400 n
Sapgust 105 and will incrcase 3 5% and 305 n
Apust 1990 and A7, respectively In 197 then
may also b a cost-of bving adjustment Ihe agre
ments also provade for retirement anovitives 4
commnmtment toe oo Lavedts on Toss ol wages as riesidlt
of comguany ntiated provess change, T an enbanosd
vducational program and stk grant amd othier
ety es to IRpPeos e sarvice quallﬁ-

Competitive and Regulatory Environment

Competinon

SYSEN believes that, while ot will face spgmiticanthy
mictedsed Tisks an s tradinional markets there wall
T stgmilicant opportanites iy ita many mew arkets

I ediral and state regulatons continue o adopt
pobictes favonmg competition and have mitiated
varmus proceedings to turther those policies Those
podicies will be advanoed by the enactment of the

I ebos ommumications: Aot af 1900, which mmmediately
opems NYNEN © loval televommunications markets 1
full competiion An nereasing number of natonal
and global companies with substantial capatal and
miarketing resources ane espevtad tooenter many ol
NYNEN S bl markets Ar the samie tpe. the 190
At trews N3 NN to enter the long distance: viden
entertainment and informaton markets NYNEN o
granted immeduate rebiet for lung distance calling
Chath U5 d itermational | ongepating outside of
the SYSEN rewnn as will as b long Jistanoe st
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vices tnodental 1o wireless, video and mformanon
services, and for video programnung

MMost of the services that NYSNEN provides oot
lowal telecommuneations markets have bevn facing
ncreasing competition for the past several years
NYSNEN has pesponded by obtaiming increased pric
ing Hexibulity under incennive regulation, mtroducimg
new services, and improving service guality

T s 1995 Povate Line/Special Access rev
criues, and the number of Centrex “win-backs” from
"IN vendors indicate NYNEX's ability to respond
ctfectively in ity most competitive markets

Clmpwiinon for mtral A TA wll revenues has
ntensibied. begimming in 1FEH wath the increased
marketng of “dal-around” programs by inter-
exchange carriers However, to date. the “retail” toll
revenues SYSEN has lost to such programs are
bemng offset in part by increased revenues from
whalesale access charges L1 began in New York in
late 1995 and was completed in February 1990
Future wholesale pricing 1s the subject of pending
regulatory procecdimgs

In the hl.-,:hh vl e Inlerstate access market,
SAYNEN recerved o waver from the FCC in 1995, w0
de average switched access rates in the metropolitan
Sew York EATA and introduce a new fixed monthiy
charge pard directly by interexchange carmiers. $his
har vnablied NYNEN 1o charge prices that maore accu
rately retlect the market conditions inoats mnst
comptiting arca

To provide mterl ATA long distance service for calls
orgirating withim s region, SYSEN must et
certan technieal and regulatory 1o poremients and the
Fi must deterpune it o beoan the public interest

Sy SEN considers itsell well posttioned to enter the
i region long distance busness guickly, as i Sew
York and NLasson husetis o already meets many of
the requinvinents af this competitive “checklist ™

3 ks provides tor physical collocation of compety
tors facthites and has signed interconnection
agreements which include number portability and
reciprocal ¢ompensaton bor wiminating tratiic with
Tl exchatge vompetitors SYNEN has also un
bundled many components of its network and offers
them o a wholesale basis, and completed 1L in
Sew York in February 1949

spemilicant tevulatony developments of 1995 are

e dssen] el

Mapagement s [Miscunsion and Apals

State Regulatory

hrmg 1995 the welephone ssbsidaries were abvde to
h'p|.|u' rate of return regulatson with price rewulation
plans 10 New Yoark, Massachusetts and Maine,
which represent approxmately 5% of ther access
hines collectively  These state regulatory. plans elin
nate thie telephione submidianes” ebhiganon w share
carmungs with customers, allow the companies greater
Hexthility 1o vary prices Lo meet competition anid
impose service quality performance measuremeits

In Jarivary 1990, New England Telephone tiled
proposed price regulanion plas with the Rhode
Island Mublic Uthities Clonmunmission

Massachusetts

Incentive Plan In Massachusetts, the prce
regulation plan approved by the Massachusetts
Department of Puble Unlines ("MDIES 0 govetns
New England Telephione’s Massachusetts imrastate

operations through August 2001 Cerntain reside
exchange rates are capped, and pricing rules limn
New England elephione s abihty ti motease proses
for miost sepvwes Dhe 301U abso established a
quality of service index and ordered that New
England Telephone’s mability to miet the pertor
mance levels in any gven month would result o
one-twelfth of vne petoent indease in the prosdin te
iy offser used i the annaal price cap bling New
England Telephone s punal prce plan vantt filing
which became etfectve o September 150 contains
rate changes that will sesult inan annual revenue
reduction of approxemately 83 nullon The
ML s Oheder has Been appealed t the Suprene
Judscral Lot o Slassac husetts

{ mpetitum Prowecdme  In TS, heatings vom
menced i the ML s mvestigauon of sntral AT 4
and Docal exolange competon in S lassachuserts
Ut S0t boas i aned that ameng the matters it
itenids vo addeess are collimantion, interconnection of
petworks ntral AT A wll presubseniption, telephane
number asstgnment and prortabadiny and universal

service fundmg

Mt ‘I ik

neentiy Plas In 1995, the SYSINC approved with
i ditications o Plan that changes the nanner in
which New York Telephone will Ta rewulated by th
Syl over the meat Bive b severy voars Proces are
capped at current rates for Thas servioes b s
residence and business exchanie dooess, pesidence and
business bocal calling and Litel ine serviee, and prce
redduction commitments are established tora numibwe
ol services, i lading wolb and waeal, 81 % varnwer

Acvess services Dlertain prices mas b adjusted
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annually based on an inflanon midex and costs assoc
ated with NYSPS0 mandates and other defined
eangenous events Depending on whether the Plan
vemains an effect G five or sevien wears Sew York
Felephone’s prices will bave been dicreased by an
amount that, based on current volumes of business,
would produce an aggregate revenue tediaction over
vhe vermm ol the pdan ol 311 bl a1 the end of five
woars, or 510 allan at the end ol seven vears

The Man also establishes service gqualiny targets wath
stringent rebate provisions 1if New Yark Telephone 1s
wnable 10 meet some or all of the rargets, and st

an acevlerated schedule for the proviswon of 1L

New York Telephone s compliance tantfs under the
Plan became effective on a temporary basis as of
September 1, 19995, and will remam twemporary pend
g the NYSPSC Sl review and iy estigataon

Thee NYSPSC has rejected vanous petitions that had
been tiled Tor reconsderation of the order approveng
the Plan and indicated thar it had approved a

Staft plan for montorg New York Telephone's
comphance In late 1995, 51071 Commumcations
Camporation (CACTT) commwneed o proceeding i
the Sew York Supreme Court seeking te overturn
the NYSPSC s orders with tespeet v the Plan MO
challenges the back of an varmings cap and asserts
that New York 1.'|¢'|1-||n:.1' » rates showhd b further
reduced annually by the amiount of the $153 nullom
st astde

Competition [ Procecding In 1995, the Ny s
psaied an order resolving cortain pssues an s

preesew oy oy Do al s hangse comgsetion i S
Yok State New York Lelephone must pooside
Wohite Pages divevtory listings at oo charge 1o cus
tosmiers ol L‘tltnp\'tll:h‘ lewal one h-'ll'l',;"l' SAETICr
CULRECST but may fegatiate tees wath CLE < o
delivery of the directories to ther customers 1 ha
Nk alss established a reoprocal compensation
s hiene for the payviment of aocess rates when

Sew York -]-tlrplnlnr ahid O ECs termanate trallbn on
vach other's networks o general, the KYSISC S plan
pennints toll st e Baoalities Basad Do al esi hangy
cAlf Picds fas [Ny A bivwarr balee lli.lll vl cartiers will b'ﬁ
tequired to pay. The NYSIC abas determimed tha
Soew Yook Telephone must upeon cquast, prosade
werviees toomterconnect ©0F s thar are colbisatend in
“oew Yok 1 |‘i|‘|l-!|1r|:}|"'\ ventral vl es

'he Xysisd also directed New York Dolephone o
e tanffs to remove restri tions on the resale of e
Jential services, etlecuve February PR or to show
vause why such restrections <hould et be temoved

MR D TFYE Aneoas Rennrt

ley January 1FA0 following Sew York Leleplione
sho cause ToAP TS FOUesLing mare b fuir .r|.|=!.
mentation, the NYSESC fssued anvrder regioning
implementation, with respect to borh residesinig il
bBusiness services, in Udctokwr 74K

he S50 Bas ssuod orders resalving varvas pn
cedural and operatinal saues related 0 1010 The
S approved New Yok Telephone’s progaosal
veamplement 11 bor analog conttal offes as thos
switches are replaced by digital eqiprment B the end
of February 1088 New York Pelephone had anpd,

mentend 1010 moall of s digital ssotching systom

Chher In VP, the SYSISU guthesreed o 3250 1l
hom mcrcase 11 Sew York [edephone s pates o
which 47 3 mullion annually sermams subpect o)
refundd peniding resolution of certam pssues reiated
too New York Delephone s transactions with ither
SANEN afbiliotes i 1984 e by 15 b
NP s andependent consultant o ladéd it tinal
report dertaline indings and recommendatinis il
an Sy AP admanestrative s gudpe saed g proa
dural ruling tor tuvure hearmes amd the Bling 0
evidence oo Junuary 198 Sew Yok Tikeph
tiled netace wath the NYSESE ol s antention o oopen
st pent discunsions i this ceese and feagiiested an

extension of the date Tor the hhmg o testimon,

I ederal Regulatory

Pryace Clap Mlan I'he telegibins sttbvardiarios ame suf
et o ineentive regulation gy the toem o price cap
I"”“. ".P lippsite are \I_lth|rl1 Lui .i-i|1jnl!!11‘l’il v MLeat

v petecr imtlanon, a production factor and cortan
cothiwr comt hranges T D005 ahee oo FECTTTHS A ST
il |'r--iw-s|-c'.l Kulvomakang Ir..:.ahhlm thiv prrvadu tiits
Toutinn |_|-\.|.'|.i IH, |:t-n.l.| t‘\l.hnl.l"lih‘ vl P ITs | i LI

in the FEUC proe cap lotmudla The Propesed B
makimg will vonsider changes o the determination of
the producuvity factor, the recogomition of eyogenious
comts the extent of Catrwer sharimg  aond the bornidila
tar caleulating the price cagr indes tor certas e

vices The Froi expwiTs Do fase an vrder #

tor the hiral changes 1o bse rethected an 110
ot Tudy DEste The 10 has abses sl g e o0
Poesparmand Ml snvabagiy tee i termne s the o

cap rides should be moditied W accomimsdas.

creasing lesvels of compenminn The Pt askeud oo
commments ona prepssal by the velepheons

At that cariveggs shiwrme beeoredducesd o et
a~ an L L0 amplerments soevdasubes G pitoanate <o

perition for local exchangy serviues The B0 bae
iedecated thay it imtends fo estabihishy o tulenoes oy

[rin |'|'|E|{1I" imn I_'J"u Bry ...ﬂ]‘|1||11'1' feliarmm oof Bl roadys

|
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rulemaking procecdmy would consnder changes tha

comcerming thy structure of access charges

mueht by pevessary as competition mcreases i the
lowal telephone market

tither Federal Regulatomy In Januars 190, the
Foot paaed o SNotice of Propaosed Hulemaking
addressing the charges made lor interconne tian
between LECs and wireless carrwers Clurrently such
o larees are entablished |'|-3.' contracts under the 1uris
diction ot the state regulatory commissions I he
PO peguested comment an s tentative o luston
b requnte pennding the completion ot ats Proposed
Kulemmabine, seaaptes al “bill-and bevp’ compensa
ton arrangeie ity under which the ongimanng
varrier would no longer pay the ternunating carmer

Seles tead Damanoid] aoad 8 pesat

Lot aeewss Advptian ol the proposed proscdin
wiorgld have a nevatve effect on the revenues ot the
Ly s ancluding the telephone subsidianies 1o
telephvine subsidianes plan o particiyate acnsely

11} tl'u" I.lhb._l_‘q"nij!lg:

Dhuping PR, the FOU wall conduct o numbier o
ruleniaking pros eedings inoonder 1o mplemens
the Telecominunications Legslation enacted an

February 190

I February 1FM Sew o Baogland Delephone o fvasad
the Fe that o eehsposhed authorzaton toaon
struct advaneed video dialone network tacditesan
rations ol Aasea husetts and Khode Tsland

Selected Financial and Operating Data

B emillmen wng gt poe dtre arrs dinty [ (LT JERE TN o
L ipwrating Tesvenuas 147 LR MU T LR g .
L wraling oxpuiiaes $11.35 £ 11550 £ LAanS & MGG L1
Intenest eapwiis § T 5 i LA U] £ ndh £
| arngngs  loss bactiere o witaordinarny fem

anid curmlative cilest ol dhange in

as g promple L R T 4 PR * i s | il B fat]
boadpaerms iniars abegii fast thie discammtiniian «
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Report of Independent
Accountants

To the Share COwners and Board of T hiectons of
=% NEM Corporation

We have audited the accompanying consolidated bal
ance sheets of NYNEX Corporation and its
subsicdianes as of December 31, 1985 and 1M, and
the related consolidated statements of meome, changes
in stockholders’ equity, and cash flows tor cach of the
three vears in the penod ended December 310 1995
These consobidated Anancial statements are the
responsibulity of NYNEX Corporation’s management
Our reaponsibility s to express an opinion on these
consahidated financial statements based on our audis

We conducted our audits in accordance with gener
ally accepted auditing standards Those stundards
requare that we plan and perform the audit 1o abtain
reasonable assurance about whether the consalidated
financial statements are free of matenial misstate
ment An audit includes examining, on a test basis
evidence supporting the amounts and disclosures
the consaladated financial statements An audit also
includes ussessing the accounting principles wwed and
significant estimates made by management, as well as
evaluating the overall consolidared financial state
ment presentation We believe that our audits
provide a reasonable basis for our opimon

MrME K TPPD Anral Mepont

o our oprmion, the consolidated tinancial statenints
releried to above present falyinall matenal

renjwen s the conmobidated financal position of S5 50N
Caotporation and s subsidianes as of [ecember 4]
1905 and 1994, and the resulls of ther operanons
and their cash flows for cach of the threr years i tha
periond ended December 31, 1995, in confurnuey with
generally accepted accounting principles

As discussed v Mote 1V 1o the consolidated hinancia
statements, in the second quarter of 115, NN EY
Corporation disconunued accountimg for the opeta
tins of 1ts telephone subsidianes in accordance with
Statement of Fanar Sal Accounting standards Moo T
"Accountng for the Effects of Cortan I ypes ol
Regulation ” Addinonally, as discussed in Note 1)t
the consolidated hnancial statements, in the lourth
quarter of 1993, NYNEN Corporation adopted
Staternent of Fianoal Accounting Standards Mo
112, “Emplovers” Accounting for Postemployment
Benefits” retroactive to January 1, 19493

(opecs € lhacd K5

Coopers & Lyhrand LL.I"
.‘\.‘(‘“ ‘IifL L NTTY I'Iurh
Februars 5, 1%




wenta 1995 Annual Report

Report of Management

Management of NYNEX Corporation and its sub
sichianes (UNYSNENT ) has the responsibiliey fior
preanng the ALY I consilidated firani
statements and for their integnny and objecnvin

The financial statements were prepared in accordance

with generally accepred accounung principles. which
P L munagement to make estirmates annd AN SRR
vons that attect reported amounts Actual results
conild datter troin those estimates. In Managcment s
spninion, the consohidated financal statements are
farehy presented  Managemwnt also prepared the
other information in this report and 5 respaonssbile
for 1ty accuracy and consstency with the comsaly
dated Anancial statements

The consohidated Anancial statements have baen
audited by Coopers & Lybrand 1L PO U inpers X
Lyhrand” i, independent accountants, whose appeont
ment was ratihed by SYNEN s stockholders
Nanagement has made avilable o Coapers &
Lybrand all of SYNEX's financul records and related
data, as well av the minutes of stockbolders and
directors” meetings Furthermaore, SMaageiment
Believes that all representations made to Coopers &

| yhrand dunng g audit were vabid and approprate

SManagerment of SYNEN has established and maim
Lastes an internal vontral structure that s dhl.n.ch'Ll LK
|'II1i'Hl-|L‘ reasomabile assurance as to the integrity il
relialsahiey ot the comsobidared fiams sl statements
the Pt thon of assets from wnauthoreed use or
dispusition, and the preventiuan and detecton o
fravdulent Bnancl reporting The concept at rea
sonably dnsuran e reconiies that the cost o thw
mtereeal contral stroctare shobd pot exvend the
twenetits to b derved The imternal control structurne
|1l|-1.1d1‘5 tor appiopriate division ol fl‘ﬁl"lll*lt"l]ll\
and 1 documented by wntten policiwes and prine
dures that are commmuncated toocmployees w iwh
wigttdreant todes i the D jal reporey prosess
Sanagetent montars the internal control structurn
foar uump!unu' considers revommendations fo
improverient from both the mternal auditors anid

H|'|1|-|I ab Xldi ads VT -

Coopers & 1 vbrand, and updates such pobicwes and
procedures as necessary Moo e ludes an
nternal auditng tunction oo mdependenthy assess
eltectivieriess o the interpal controls and recommwe: |
i'l'l.\.'\thl" Illli1IH'\1.'II'I1.'HI\ !Jn[.'tu ?\!;Il'l.lﬂl'lln.'l'l'l Ih:lll'ai
that the internal control structure of SYSEN s ale

uate To aic |-11||1h-h the olyectives Jise vissind herein

[ he At © oimmattes of the Board oo 1 irectors
which s compsed ot direcrors whio are not empli
vos, mvets perisdically with Managemean, the
intersial auditors and Coopers & Lybrand o revies
the mannet oo which they are perfornung then
tarspeat sibulatie and 1o dosweuss pnatters relating v
awchitioge, aternal contrals and finasoal repseting
Hoth the mernal audinors and loopeers & | vbrand
periodically meet privatehs wath the S
(Compurttes and Bave atooss toothe St O vmiputtos

A1 any i

Sanagenment alsa recugineges (s I'I.'1|'NPII\II‘Iil-f\ ton
conductimg SYSNEN activatios under the highest stun
Jdards of persoaial and corporate conducs This
responstbility s accomplished by fostening a strong
cthical ¢himiate as Chara terrred i SYNEY s Uande of
Isusapiess lomduct whach s ;r'lui'lllL'U’.t‘l.E thirmzhuna
\‘l\l N Ihli Ilh_il.' o conduace iddll"\‘l'\_ M1 TR TN
other things, standards of personal conduct. potential
contlicts s interest cumphance with all donesti,
and foreien laws wodountaluliny for SYSNES propw
tv o aned the cvenfidentiality of propawbary intorimating

Vo Skl

Ivan Seidenberg
Chanrmian and it Eaecutive Ece

Gt P Ceene

Peter ML Cliceone

Viee President and Caamprrodlen
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Consolidated Statements of Income

Vo the vwad erabad Devember V), il mallwsis @ aopl par shuire divsnants Vs P Fal

Operating Revenues

local service $ 07222 £ i 4 S 14700

long distance 1,039.2 141 2 R I

Network access 3.557.5 F445 0 LK C i,

Other 2,088.0 2170 4104

Total operating revenues 13,4069 13,306.6 13,5078
Operating Expenses

Maintenance and suppon 3,064.0 AREA ] R

Depreciation and amortization 25668 20400 RE-RE XV

Marketing and customer services 14222 14157 1,341 1

Taxes other than income 1.015.6 i3l 1038 4

Selling, general and admmstrative 24845 26T J041 L

{ Mher 1566 Bl S5 Hi5

Total operating expenses 11,314.7 11,550.4 13.074.5
Chperating mcome 20922 1,750 2 LRI
Crain an sale of stock by subsidiary [Note ]| 2641
{ Mher mcome lexpense]  net {4.9) (43K Y70
Interest expense 73349 L7 dH 654 5
Income (lossd from long-term investments 929 577 21w
Farmings (loss) before income taxes, extraordinary item

and cumulatve effect of change v accounting primaple 1.710.4 Larn A 5 1
Income taxes 6409 w37 1727
Farmimgs Uoss) before extraordinary item and cumulative

etlvet of change in accounting prmeiple 1.065.5 T2 2724
Extraoedinary stem for the discontinuance of regulatory

accounting principles, net of taxes | Note 1y (2.5019.4)
{ umulative etfect of change i accsumtimg Lo

peostemplovment benelits, et of taxes [Svote 1Y) (121 T
et income (loss) $ (1.H4009) £ 7926 £ (A1)
Farmines i lonw) T share bwlore entraotdinary itenms and

cumulative effect of change i acoounting princple $ 250 5 189 b {0l
Foatraordinary stem peer share (6.54)
Cumulative effect per share of change in accounting

prmciple 2
Larungs iloss) por share £ (434 g 1 KO -3 i %)

Woerghted average number of shares outstanding 426.5 {1 R 127

Litin D biprane e o dda Tl
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Consolidated Balance Sheets

Cunsalidated Balance Sheets .

Total Liabilities and Stockbolders” Eguity

by wirsbwr Ir mulls e snarpt whaite armeanta 1 . LI
Assels
L uEremil dascils
Clash and wemiporary cash investments § 03.2 5 1375
Kecomvables (net of allowance of $221 6 and 32207 respan tively 202 TALS
Devww b pos 141.3 B
Propand expenses 3.2 Sl
Ieterred charges and other current assets 456.5 5935
I otal vurrent asscts 1.6H7.4 2.79.0
Property. plart and equipment net 17,0053 AR T
Lomg term investiments [ Note || 3.286.2 LR
eterred charges and other assets 2,191.1 RS i
Tatal Assets £ 26,2200 £ 30,0680
Liabilities and Stockholders’ Equity
Eourrenit liabaleties
Avounts payalde $ 2902.2 $ Lol
short term deln 5060 2 1M 8
Cithaer wurrent habalsties 5817 1053 5
Fonal current labalities 39925 5,850.5
fome twrm debt 9,339 77845
[ deterred icome tases 1.650.2 Aun 7
L omamortieed s estment tas veedits 198.9 MM 4
Cither Tong termn hababines and deterred credis 38450 Anls 3
Sty imterest, mcluding a LG sitbipect
vy redemption requirements | Nate J | 1.077.4 b LT
[t iments arad comilmger es | Sotes 4y MoN LRI ITE Bl
“tin b lyokoders gty
Fretermed stnd S1 par value, TO0000060 shures authonzed =
Froferred stiwk  Seres A Junior Farti ijraling 51 Pt walue
AREERaN shares authorized
Loasfiitivieda =11uh f\l jhat 'L.]Jin TFI“_EII'_“.'.L shatis Jlﬂlhll”’l‘\l 44?2 ".1”?
Addinomal pad m o capital t3, 5659 iH2 0
Foetamed carimgs AT B
I reasury stis b v TS 350 and 10 T 0 R shuaries
pespees brvel v at cont (591.1) tedd 3
[etertedd conngpamsation. LESOE Trus (M31.8) L
Teotal Stockholders™ Fguiny 6.079.2 B,581 .4
£ M, 2200 £ 30,004 0
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. Consobhidated Statements of Changes in Sl kholders | Gty

Consolidated Statements of Changes in Stockholders’ Equity

| kel
Nt e
| wdiia i o "ad T Hatairmal | e sk L= ‘aw
lrn pniillacsrin =fiarns luw #apatal | arisings tiwlh | ] Jig
i’i.ll,llhl.'_ l}l'll.'lllhl'[ 1'. ]'F,.f -..l'* .-I S‘ -:l" -: E-' 'l.'lr.l“‘“ 5 -{.U.I-H Fi S I58720 L R LE IR LY RPN B
| |:'||j:-!u1. e beneint
and davidend
penns estment plans R 24 fowr A iy 1) Y it
stack split [None K 240 R LI X M2
[ Hvadends
(82 30 per commun shiarye NTE R WilH
1 b it U i
ot lims LA T g |
Balance, Decemibwer 31, 190043 1Al S43 1 Sunls § LMWEY Sabdn ] Lo, S 3a5
Fmployvee benetu
and dovidend
retvestinent plans M H A 117 4 I H v | 4450
| vrdends
15230 per commuon share K TERTN TRl
L Mtheet Hi 4 AL
St e LTI ) N
Falaine, Diecembeer 310 19004 A4 T SH4MT SO0 & 1AM St 31 S Me ) SERTA
Fpliver benefun
arnd dividend
rernvestment plans 7l 7l i B b4 a4 Pab 3
| b deaiids | Sote k|
S2 30 par cominon share 74 4 (3374 IR
i Mhoer i i SR (212 i M
Mot lims e tURT = A ]

Walance, Dhecersber 31 19995 4472 L4472 $0.5009 § = $(591.1) il_."i.‘ H) $!_:-_.i£."1_'
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Consolidated Statements of Cash Flows

Cash Flows from Operating Activities:*
Mot incommee {loss)
Adjustments to reconcile et mconie s et ash
provided by uperating activities
Extraordinmary item, net of tases
Dyepreciation and amortization
Amortization of uncarned lease income Nt
I Weferred income tases  net
Iweterred tas credans [T
o om sale of stowk by subsidiars
Changes in operating assets and labilines
Recevables
lowventories
Prepad expenses
I Yeterred ¢ harges and other current dssets
Accounts payable
ther current labulites

bt pet
T ostad acdpestimenits

Net cash provided by operating activitics

Cash Flows from Investing Activitios:
Eoaptal exparinditunes
Prvestinent an Leased assets
Cash recenved from leasing activities

Cher immvestiimge activilies net

Net cash used inomvestng activities

Cash Flows from Financing Activities:
frsuance of comercial [reb et anid short terem dels
[arpravenent of commeroial paper and shon weens dela
Pastpanive ool lime termn el
Kopwovroent of long terme debn amd caputal leases
Prebe retirano g and call premoumes
Fastpare e of «ommon stink
Froprchuase of trvasuey stowck
[0 ideruds prand
Mooty mferest
Proweeds trom sale of stock by subsidiary met

Net cash provided by (used m) financing actinaties

et cdhanase nmervas e U ashoand eporary cash s caamienes

L anh armd Pripsataal LCasho mmvestments at baegunmng of vear

Cashoand temporary cash investments at cnud of vear

Elommaod il ars

1%

S (1,849.9)

2919.4

2,500 K
(92.1)

156.4
(42.0)
(264.1)

(2126)
254
(12.3)
11H.3
3504
(257 8)
220
5.497.7
17 H

]

(3.184.1)

245.4)
K50

(514.3)

(1,865 )

1A 00 0
(139810
134
(144.5)

7

(K1 4)
210.2
[{F L]
1718

(44.3)
137.5

93.2
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1, Fal fit
a2 b
it .= 595
140 Wath
41 [
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il 177
551 Jarh
2.007.1 44k 1
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. Sotes to Clonsohdated Statements

Notes to Consolidated
Financial Statements

ﬂ Accounting Policies

Nature of Operations

NYNEN Corporation | "NYNEX 118 a globsal cotmue
nications and media corporation that provides a full
range of services in the northeastern Ulnited States
and in high growth markets around the world
SYNEN has expertise i televcommurnications, wireliss
commumications, directory pubhishing, and video
ertertanment and information services Intrastate
communications services are regulated by vanous state

pubthic service commusaions (7 state Commisams |, and
inter state communications seivives are tegalated by
the Federal Communications Commpssion (71007

The communications and media industry continues
to experience fundamental changes st an ever increas
ing pace Telecommunications. intormatin and
eHterlanment services ate convergmy i the ket
drwven by technology and released by landiark feder
al legistation that wall remove histone regulatony
barrers ‘These changes are likely to have o sipnitioanm
effect on the future tinancal pertormance o many
companien i the mdustey BYSEN cannat prodict
the elfect of such competition on s husiness

SYNEN s ||'||pl|-mu-nt|n',: a mapor restructanmg ob s
business, has entered imto domestic strategre allanees.
and s expanding globally i select international
markets m order to respond o competition In
addinon, XYNEN s pursuing reforms in telecom
munications palicy at both the state and federal
levels In February. the Telecommumcations Aot ol
19 was signed o baw Thie legislanon will lead
1o the development of competition in local and long
distanie telephone service cable television. and
information and entertamment services

Basis of Presentation

The consalidated hnancial statements include the
acvoants of SYNEN and s subsidianies Investiments
i entities i which SYNEX does not have control
bt has the ability to excroise significant inflenee
over aperations and financial policies, ate a counied
bor wsing the equity method  Cther investients e
acconnted for using the cost method

Ihe comsohidated hinancial statements have been
prepared i accordance with generally accepted
accounting pronciples (CCGAAPTE GAAT requines
Nlanagement 1 ke estimales arad assumptions that
atteet the reportind amounts of assets and habibities
and disclosure of contingent assets and liabilities at

BB E T e Beps

the date of the financoal statements amd the regeate

[Nl

armnints o revenues andd CAPETIN shading st regus
g period  Actual results could ditter troms thes
estimates Dl FEH and 13 consabidated tinans sl
staternenty have been reclassibied 10 contorm 1 thy

current ye. s format

In the sevonad quarter o FEES NYNEN disoontined
uwing GAAP appheable o repulated entities tor
operations of New York Telephone tompan

1 %ew York Telephone™ ) and New England
Telephone and Telegraph Company (7 New T raland
-l-{'|l15|‘llH'n‘hl (collectively, the l|']l’|1hnl'|-|' suibrsndiar s
(wee Sote 1)

I the third quarter of 15, NYSEN deconsalidated
certain assets and labulities ol S YSNEX Mol

{ ommunscations Uommpany NS EY Mobals a4
wholls vwned subsicdhary of NYSEA im0 exchanes o
an equity interest in 3 cellular partneeship betwa
Nynin and el Atlanue Corporation (7 Bell
Adlantac s i Mote FroAs a result SYSEN Mobak
results for the tirst hall of 1S werne peporiad von

a consalnlated basis Vor the second halb of 1945
YN N s share of the partoershap’s pesults were
reported onan equaty basis included n Income s
from long termoinvestmenits

U pon the deconsoldation af NWNEN Mobale, Aban
ApeInent reavsensed s determimation ol n'].n-r'r..tMt
sepments and toncluded that a domimant portion o
S0 %N s opwerations is in a single industry segment
I the therd quarter of 1995, KYNEN discoontinued
eporlimng s giment miormation i accondanoe with
wpaterment of Financial Accounting Standands S0 14

Fananal Beporting for Segments of 4 Husiness
Frerprese Thas change had no etfect on S5 5EM s
results ol Operations o financal pasition

Cash and Temporary Cash Investments
Poapmirarsy cash o investimenty are l||.|u|d e st nts
with maturities of theee menths of less  Temporarny
Casdy i estiments ate stated at cont which appros

miates matket value

Iny entarics

I he telephine subsidianies” myventones cansist of
mudterials and supplies that are cartied principally at
average cont Inventones purchased for resale are
cartied at the linwer of cost or marker ietecmmed
using weighted average costl ©ertam ot v ento
trew are sarred ar the Jower of cost or market
cdetermned on a lastan. first-out basin)

Property, Plant and Equipment
Property, plant and equipment 1 stated at s
origimal cost arnd s J-'rl:uuh:l.] on 4 straight-line




porra 1S Arnual Bepon

basis over its useful Iife When depreciable plant s
disposed o by the telephone subsuliarnes, the carry
L et s chat un| tov aveumulated tli‘i'll'l.‘t'lnlliﬂli

Asa tesult of the miplementation of Statement ot
Financial Accounting Standards No 101, “Regulated
Enterprises - Accounting for the [hscontinuation of
."'ﬁ.rlphl ation of FASH Statement Noo 717 ("Statement
NooJob L the second quarter of 1995, the tele:
phone subsihanes began recording depreciation
expense using shorter assel lives based on expecta
Lions as o the revenus |'*Iut..ik.ll..'l!‘|.|z lives of the assets
pare Sote B caleulated onoa strasght-line basis
reviously, depreciation rates used by the telephone
subsidiaries were prescribed by the FUC and by the
stals® COrmimiasloans for interstate apcratians and for
intrastaly opwerations, H.*\'.'\."i‘ll\-'i.'l}‘. and were caloular
ed on a strarght-hine basis using the concept of
“remanming hife ”

Capitalized Interest Cost

As a result of the apphcation of Statement No 101,
capitalized interest for the telephone subsidiarics s
recorded as a cost of telephone plant and equipment
and o reduction of interest, in accordance with the
provisions of Statement of Financial Accounting
Standards No 34, “Capitalization of Interest Cost”
“statement o W70 Previoushy, regulatory authon
taes alliwed the telephone subsidianies 10 capitalize
imterest, e ludimg an allowance on shareowner’s
cquity. as i cost of constructing certain plant and as
mecme, e luded i Other income lexpense) — net
Such mweome was realized over the service life of the
plant as the resulting higher depreciation cxpense
was tevenered through the rate-making provess All
othet subsiduarnes account for capitalized interest an
accordance with Statement No. 34

Finanvial Instrumenis

SEYNE N mwindges cortam porions of s expasurs o
forcen cuttency and interest rale fluctuations through
a variety of strategies and instruments Cienerally,
farengn currency dervatives and forwards are valued
relative to the peeriod ending spor rate. Clams and
boesas apprlicable 1o these derivatives are revorded 10
meomie currently wath the exception of amounts
related o toreign curvency denvatives that have been
whentified as o hedge of o net investment in a foreign
substdinry, which are tevonded as adjustiments to

Stew kbobders eyuity until the related subsidiary 15 wld
or substantially hquidated The interest elements of
thicse forenen Currendcy denivatives are ri‘-.'u‘,:rllll.'li ({3
income tatably over the bie of the contract Interest
rate swaps und related interest rate dervaties (ssap-
tons, cape i identificd as hedges are generally not

Sotes to Consohidated Statements .

carmied at fair value Kather, interest rate swap feceipls
s ments ate revoetnred as adjustments o intetest
expense as teceived or pard Bwap termunation pay
ments and fees o promuma applicable o swaptions
and caps are recognieed as adjustments to interest
expense over the bves ol the agrevments

Computer Software Costs

The telephone subsicharies capitalize innial rght
to-use fees for central office switching equipmient
mcluding mital uperating system and imital
application software coats For non-central othce
cquipment, ouly the mnetial operating system soltware
is capitahized  Subsequent addimons, mosdifications, or
ll.[‘ﬂl’.]dl" ol imitial software programs, whether oper
ating of apphcation packages, are expensed SYNEN
Cable lomms capitalizes vutal nght-to use tees tor
switching equipment, i luding 1mitial operating
syatem and imital apphication software costs All
nontelephone subsidiaries expense computer sottware
acquired or developed fir imternal use as incurted

Refinancing Charges

As a result of the apphication of Statement o 101,
the telephone subssdiaries oo longer deter call prenm
ums and other charges avsocated with the redemprion
of B term debt, and previously deferred refinancing
consts were chirmmated (e Sote B The intrastate
portion of these costs had been deferred and amor
tized over periods stipulated by the state commussions
The mterstate portion had been expensed ax required
by the pi

Income Taxes

Effective January 1 1933 KYNEN adopted Statement
of Financial Accounung Standards Noo 100, 7 Account
mg for Income Taxes™ (Statement Noo 10097
Statement Noo W requares that deferred tax assets
and habilities by mcasured based on the enacted tax
rates that will be i effect in the years in which tem
porary differences are expected to reverse

Vo the telephione sabsidianes, prior to the applica
ton ol Statement Moo 101 the treatment of excess
deterred taxes resulung from the reduction of tax
(e an priot years was subject to federal income tax
and regulatory rules Dieferred income tax provisions
of thee telephone subsidiarion were based on amounts
tevognized lor rate-making purposes. The telephone
subsidianes recognized a deferred tax habality and
established a correspanding regulatory asset for tas
benetits previcusly tlowed through o ratepavers The
mapor temporary difference that gave nise 1o the net
deferred tax habuliy s depreciation, which tor
income tax purposes 18 determined based on acceler-
ated methods and shorter lives Statement of




1o Copsohidated Statements

Financal Accounting Standards So 71, 7 Accounting
tor the Eltects of Certain T ypes of Kegulanon
staterment oo 710 required the wlephone sub
sidiaties to petlect the addinonal deterred monine
tanes as regulatony assets to the extent that they
would be recovered in the rate - making priness In
sivordance with the notmalication preovasions andor
tederal 1ax law the telephone subsadiarics tev ersad
excess deferred ranes relating o depeevation of fegu
lated assets onvet the regulatory hves of thise assets
Fewr other excess deterred taves  the state commissuons

evnwrally allowed amaodtization of evcess deterred
tanes over the reversal petisd of the emporars ditter
vnce giving rise to the deterred tanes As 4 eesult

ot the application of Matement No 0] income tas
redated regulatony assets and habaitues ware
vhimmated see Noe I

I i I 1Y Hetorm Aot ol [0 Iajw alied the imvest
mcmt tas credear T 1osd,s
A regquired by tan las 1O for the telephune sub

eitectinve January ]

sidiaries was deferred and v am atized as a reduction
T tan expense owver the estimated service lives of the
related assets giving nse to the vredits

Discontinuancze of
E Regulatory Accounting Principles

I the second yuiarter o 1E S sEN discontinued

acenunnng tor the operatiins of the wlephone sub
siduaries i acoondance wath the provisins ol
statement Noo 71 N el NYNIEN revordied an
eattaordimary won wash ol of 2209 Dalhin, net ot
i o Lases ot S0 60 babliean

['he O atins wf the 11'!1‘[‘*1! e subwidiaries g
foneer men the criteria o .tp|'—h¢ ahion ol Statemuent
Noo 70 due e a number of factors including
stentticant changes i regulation acblsevement or
prce regulation rather than rate of return regulation
i New York, Massachusetts and Mane and on
dening efforts 1o achieve price n:uuhtu wn in the
TemLuning |unuju"ti||n- afi 1|ilt'n~l|\1ni: h"- ] it
CCRCTYATRFLITE and the e reasmgly I.IWLl (R T wlh teh
nological change Ulnder Statement Xeo TN
ik accoumted for the effects of rate actions by fod
cral and state regulatory commissions by establshing
certan regulatory assets and habide os e luding the
depreciation of its telephone plant and cqunprient
using asset lives approved by repalators aml the
deferral of certan comts and obbigations based on
approvals receved from regulators S NS had con
tinually asseased ita posttion and the receoverabaling of
s telecommumicataons assets wath respavt 1o
statement oo 7l

KRN FPRS ol Bt

Telephone plant and equipment was sdjuastod
through an inervase in accumulated depres ation
rellent the difference between revorded depreiation
and the amount of depresation that weabd b,
bevn recorded had SYNEN nor bewn subyjecr 1o rats
regulation Laross plant was written off whiore tully

Jepresated and non plane cegulators aoets and Lia

Bolities were eliminated fromy the Balance sheet

D he atter tan eatrardinesy charge tecordaod
et 82 2 bulhon for the adjuament i telepheone plane
andd equipment and ST bathon tor the write ot ot
ot plant eegulatory assets and frababites

1 e niet dectease of $3 0 billion to relephons: (dari
and cguipment was supported by a depreciatood
atalysss which adentificd inadeguate degiee e
prserve evels which NYSEN believis pesulte? e

" 1

cipally trom the cumulative under deprecia i
h‘i;[‘hunc jriant and cQuipTment av J4 result o ok
tepulatory provess An mpairment analyas woas
pettormied that did nor wennty any additionia
armoants nok recoverable from tuture operations

[ T4 amortization was avocloratod as a esult of the
reduction ancasset Lives of the assoaated telephong

plant and cquipment

b magor clemienta of the wrome ot of non plant meg
ulatory et assaets were as tolloa s

| TRRTIITNL PP Fratas =i s

s risatei] absenioes SI73 & lieid
[ Weterresd PaTEsa Lomla W1l Ty
Bl jrate g civta J55 1 Tiay
| e derrend tanes a3
W Mher | Wik AN
I1l|'4| S'HHT LS T

Woith the adoption of Statement SNo 101 SNYSEX
T Lkt #uil.rnd.t-.‘t! asset Dives for cortam «atedodies
of telvphone plant and equipment that ate sheocer
than those Jpprnrnl by Il.‘i;llE.llllf\ These shorter
asser Dives pesult from SYSEN » expevtations as to
the reveniie pronducimg hves of tha assets Aocom
pratison ol aneripge asset Tives barbore anad atter the
discombmuanc e of Statement Noo 71 for the mist
sgnihcantly alfectad categorics of telephone plan
anad cquipmient soas follows

Nusragr Hies s
L] Ilu'h- L1
o galar
Nl T [
o s W | iy
[hgtal Switching It 5 2
Chireun Ohhaer fii & A
Acrial Seralin € able 2l g}
U mdergronnad Matalln o ahle 2500 (RN
Bursed Merallic tlable -t 17
Iibwer M R0
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| he applicanion of Statement Noo 101 does nat
change the welephone subsidianies” accounting and
reparting for regulatory purposes

E Income Tax

The components of incnme tax expense (henchih are

as follivas

e 195" 3 Lirel LT L
T euderal
Lt renid $ 4602 S 4BKT § 460L0
[ %eterrend  maet 678 (1% 5 (6l
Incterrad tax credits. oot (4200 4R 1597
4950 J4T 4 1 AT
state and local
TP 51.3 147 HH |
[ deferrnd  met 89.0 i 1592
- 403 S04 k. L
Foreen | 5.6 fs A il
Tonal $ 6400 | 3 N T 81727

F | by (el bie bt thee beterio] i Beerweti o $100 Inblean sve s e with tw

Eoarrm iy demm b the cdmvandariam e of ovgelstonny & i sstiang | e =

B0 | s ped e b thee deterred tan Bt of BT B prglla o ees o catind moat de

1 upiidalire el of o hatidd 0 Tty bl jesloog e s ne e beonrte

A reconciliation between the federal mcome tax
expense (benefit) computed at the statutory rate
and NYNEX's effective tax expense (benefit] s
as ffllli'l"n'..u

IR LT 1Py L 1'Prl (S0

Fasleral mome tlas expense
hserwetin rurupu'ln.' at the

statutify rate $5986 £ ARLT SiI55W
4 Amrtezation of

imvestinent tas credita (31.3) (B L] (i Mi
b Avswr ization of excess

deterred federal taxes due

tin change in the lax fates 18.2) (48 1 als B

¢ stare and loval

inciorme taxes, nel ol
tederal tax benets 91.2 P I8 K

d Ieprecaton of certamn
tanes dnd payroll related
CONStracton cosls
vapitalized for hinancial

tatemient purpsiscs. but
deductind for indoeme tas

B T P yrals 50 i LR
[ .|F||I.|| lima s atpytorwards

and reversal of valuation

allovwance on capital loss

vattytore ards (16.1) (5H bt LR
I Ut hher items et 1.7 206 21K
It tas capenae (beneht) | $640.9 8 3037 §1727

Notes to L ansalidare faten

Not included in e above are gross receipts tase
that New York Telephone is subyject oo hew o
state income tax  Temporary differences for why
deferred income taxes have not been provaded by tn
telepbone subsidianies are represented principaliy b
“d" above Upon the discontinuance of Statement
No 71 (see Note B, stems “b" and “d” above haos
been eliminated

The components of current and non-current deferied

tax assets and habilites at December 31, 1995 and
19604 are as tollows

il o allacun . 19 ) 10
Aserts  Liabulsters | Miarts  Laatsloas
Depreciation and
Amartizalen £ — $1676R % £ 15011
l.n"\-ﬂlﬂni leases i 2 "nmis
Restructuning
charges S - S
Employer benwctits 1,440.0 1783 12m2 1897
Unameortzed 110 [ [
Deferred publishing
TEVETIUCS 1670 -— M4
t Wher Ere X 5422 IHR febds
+ - - +
Tonal defererd taxes 23387 33735 2245 4t
Valuavon allowan = (297 | (42 21
Mot defersad !
4% asacts § 23060 (23060) S1208 S8
et delerind
tan [abalities § 1675 LA )
B8 ahaate o b sare s man cataldubus] e PN |1|uwl|. oot & aguinal bnsss g
vratind 0oais the ent Bean the b anisite n prahsts anel et s tejecms
onese S wad 1P the s alunts o alh e arsce il rraes] b B0 Y sl $7
B n o tar planug ey

haning 1995, income tax-related regulatory assets and
liabilities were eliminated as a result of the discon
tnued application of Statement Noo 71 (see Note B

At Ddecember 31 1994, the telephone subsidiaries
had recorded approvimately 8631 million in deferred
charges and deterred taxes representing the cumula.
tivie amount of income taxes on temporary
dhiferences that were previously Aowed through o
ratepavers This deferral had been increased for the
tax effect of future revenue requirements and was
being amortized over the hives of the related depre
vrabile assets concurrently with their recovery in
rates  The telephone subsidianies had recorded a
regulatory liability at [December 31, 1994 of approu
mately $519 million, in Uther long term habilites
and deferred credits and in Other current habilities
A substantial portion of the regulatory liability relat
ed to the 1986 reduction n the statutory federal
incomie tax rate and unamortized TTC Thas Labality
had been increased for the tax effect of future
FEVEnUe TegLUiIrements
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Efmployun Benelits

Pensions

Substantially all NYNEX emplovees are covered by
amw ol twe poncontnbitory dehined Beneht pension
plans (the “Flans™ 1 Benehits for management ¢m

plivees are based on o modibied career average pay
plan: while benetits bor nonmanagerent cmployees
are Based ona nonpay related plan Clontributions
are madv. to the extent deductuble under the prosa
wons of the Internal Revenue Code wan revocable
trust tor the sole benefit of pension plan particpants
Petal pension (benefit foe 105 PEH il TR was
S o0 30, S0 00, and $067 08 mullon, tespectively
Ihe components are as follows

Bee il ivne 15 |*# el 1'rl

| stimiated peturm vin
prhanr ansats

% tual $(3079 = Sl

I detergand portaon . 1E72 (1.005 Hid

et (1.207) L LA
STy e wiisd 179 id 0
Irtersst comt o peogestod

Pt ebsbigation R MMl UK
4 Mhaee (1% ] |.’i§] 2N RN

§ (20 % (HHF 0T

oot pwnsion denchit

The pension benetit for 1995, 1M and 1093
Cudes the effect of plan amendments and hanages
i e tuartal assumpuions for the discount rate and
tutare compensation levels

[he folloang table sets firth the Plans’ funded
status and amounts recogueed e the consolidared

rabani i ‘h.l'l"l 5

i et bk

woagralad Bl pmillesnar

Sotuarial present value ol
aceumiilated benetit obligation
i T inie vestind Penielits ol
S1.0 810 e 100147,

|.'-|,-'11I-.|'i\

$ 13,323 % (1AM

Plan dssts at faer value, promanly
listed stimch. corporate ard
governmental debt and real estate

I ass Avctuarsal prosent salue of
IR0 tend barncint llt'.l}.,"-!.llr'r'l

§ 15,702 5 144wl

14,540 LN

| ows wms b i'hrl asacty ONET P i)

bapietit cblegatiom 1,13 Ll
I nrew ogised prioe service cost {1.0685) Ay e
I otites opmimaad naet gaiti {1,000 [T
I papas omeriieasd tranvsibon et [".-:Hl 144

$ (1887) € L

Yow rbicid petnisinn el

B NS ARniual Bepaort

The ARSAITEITIONS wsed 1 determane the s ol
benetit obligation at = coember 350 175 amd 1'en
melude o discount rate of 7 25% and B 30% respue
tovely, and an morease in futire compensation lesels
of 4 1% and 4 5% respectively. bor manageimen:
crnpilinees: arcd 4 0% in both vears tor ponmanag
ment employees The expected long term rate ot
return on pension plan assets used to calrulate pen
ston expense was B 9% m 1995 190 and 193 Ths
actuat il progections ipeluded herem antiapate plan
s Crnenis fin ditive :'||||'l|n'.'x'-‘- mn the Tutur.

As a result of work foree reductions primarls
through retirement icentives i 1955 and 194
partially atfser by the 195 fommation ol the 1l
Atlantie SYSEN Motale cellular partnershap
CUIRANND e Note FuNYSEX incureed addatisinal
pension vosts of $3HY amd 8758 2 mullien, respae
tvely o 105 this cont was comprised of a har gy
for special tenmimation benehits of $7.25 4 mllion and
acurtalment gam of SA28 5 mullion, partially atfse
by 1R severance reserves of S78 5 nullen which
wete transterred 1o the penson hatulity In 194
this comt was \'l:ﬂlprl!u.'l:] of a l'h:ln.‘,l' fon bl L tal term
nation benehts of $1,142 5 nulhon and 4 curtalment
parns of 5354 A mullon, partially ufiser by THAE sever
atie reserves of S314H aallon

Postretirement Benefits Other Than Pensions
SAYSNEN provides certain health care and Bibe s
atn e benefits for retired cmployees and thes tamnlies
Sulstantally all of SYSNEX's emplovess mav become
cligible for these benehits of they reach pension ehig
baliny whale working for SYNEN

I itective January 1, 1L SYSEN adopted
staterient of Fancial Acoountng Standands So
1 Tmplovers’ Accounnng for Postretiremient
Penetits Othier Than Pensioms™ (T Statement o
Lo6'"E Statement Noo 1060 changed the practive of
acvounting tor paostretircment benetits from teid
mzine cosls as benetits are pard to accrung the
expuected cost of providing these benefits during an
employee’s working bife NYNEX 18 recogmizing the
transition obligation for retired employees and the
carned portion for active employees over a 20 vean
pflllul I b oomt ol Bwealthe care benetits and wroup
il siranye wa deternuned using the unit credit

cost actuarial methisl
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Net postretirement benehit cost for 11095, 1004 and
1193 includes thie tollowing companents

In il 1iFd . \"#ad 17Faf

Sefviee Coimt $ 440 % Hh % d56G
Interest comt 185.2 A Lin
Fatimated return
on plan assets
| Weterrend asset gaini lims
AavporUieatinny ol transition
obligation

(15,00 B RN (T g
1021 471 a4

l'n.-lr 17TR 7 177 6

et prsttetiremen

benefat comt 0190 4TG0

§ 5141

The following table sets forth the tunded status and
amounts recognized for postretireiment benehit plans
Prevember A1 1In mmallums) i e I
Avcumulated postretirement benehit

abligation attributahble 1o

Ketirees £(4,025.7) & 4 B850

Fully ehigible plan participants (705.0) e

Cther active plan particpants {(896.2)  (516%
Total accumulated poatietirement

benchit ohligatisn (5.626.9) (5145 1
Far value of plan asscrs L2¥WIR  10sl A

Ay cumnlated postretirement beneli

obligation o eavess of plan assets  (4.300.1) 1 3065 4
[ nrecogmized net loss (gami 257.7 210
[ 'nrecognizad prior servie cost 136.2 146 1
Uptecogmeed transition ahligation 2H53 4 GaMEA

$(1.1488) § (78U 5

Aviruad peostectifement batietit Comi

The actuarial assumptions used to deternune the
1995 and 1994 abligation for postretirement benefn
plans under Statermnent Moo T ane as il
discont rate ol 3 25% ancd B 507 respectively,
wetghted average expected long term rate of return
on plan assets of 8 4% i both years. weighted
average salary growth rate of 4 0% and 4 2% respe
tvely, medical cost trend rate of 11 0% amd 12 6%
i 1905 and PR respectvedy grading down o
45% i 2008 and dental cost trend rate of 4 0% wnd
4 5% in 1995 and 1R, respwects vely, gradimg dows
i 3 0% in 20602

Yy ane percent increase in the assumed health care
vomt trenad rates for each future vear woubd have
increased the ageregate of the service and v rest
comt cammponents of net postretirernent boienit cost
foe 19095 1904 and 1993 by 83000 S350 0 and

S0 ol ||‘\|u'1llln'|'ll ] wagld T i pisd
the aes umdated postietirement bencin oldigation

at [recember 31, 1995 and 19 by SWdi 0 and

L4651 6 mallion, respectively

St tag I rvadaldat. LR

As g result of work foree reductons, SYSEN recanld
e an addional $519 5 mullion of posteetiremen
benefit cost n 1993 accounted Tor as a curtwbinen
e o the work torce reduction retirement inoen
tves i 1R and TFH and the PR5 formation
BANAL NYNEN incurred additonal postretirenions
banielit ot of IR 2 and $290 nulhon, respe
tvely I 1995, this cost was comprsed of u
curtaillient loas of $S109 3 million and a charge o
spectal termination benefits of $729 nulhon
offsct by 872 7 mullion accrued $or an 13 In e
this cost was comprsed of a curtarlment loss o
$325 3 mullion and a charge for special termamation
benehits of $103 7 mulhon, partally offser by

S178 9 pullun accrued for an 19913

NYNEN established two separate Voluntar,
Employees Beneticiary Association 1 IR T
Trusts” 1, oo far management and the other for
nonmanagement, tre bogin prrfurhiu‘m pestectrertent
health care benetins At December 310 19FRI % 5 50
had transferred excess pension assets totaling

£4850 mallion e health care beneht accounts withoe
the penson plans and then contabuted thise asser
to the VEBA Trusts No additional contributions
were made o 1905, 1994 and 1993 The assets i
the VERA | rusts consist prmanly of equity and
hixed meome secunnes Additonal contobotions o
the VEBA Trusts are evaluated and determuned by

Management

Regulatory Treatment

W ath pespect o interatate teatment. e FEH the
PO s 1993 order denying exogenous treatment o
additional conts tecogmized under Statement S Die
was overturned 1o the court T anft revimons wen
filed by the telephone subsidianies with the 1oy
1M 1 armend proce capoandices o refect addatian
exogenous conts recogrized under Statement S0
106, including $420 malbon of costs abready acoried
ncreased annual costs ol 821 pullion and increased
rates of 822 pullion Commenang Decembaer 30
19H, the h']rp'mln' subsicliaries !h‘Hdh codlecting
these revenues, subject to possible refund pending
resalution ul the FUC Uammaon Carmer Bureau s
nvestigatton  he annual update to the proce cap
rates, effestive Sugust T PEDS mcloded ol iess
siis to tecoser approsimately $21 mllien of
exogenous costs enultmg from the implementation
of Statement o 10K
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Moath respwet Lo mtrastale treatnient, o January 1YW
the Mew York State Public Sovice Canmmission

AN approved New York |elephone's plan
bor gegulationy accounbing and rate making treatiment
by allowed the adoption of bath Statement N
Loy andd Statement of Financial Acoounting
Standurds Noo K7, Emplovers’ Accountimg for
Peprsaons” ™ latemment o B9 L a0 a pevenne
requitemnient neutral basis, providing tor the amort
gatiom of exasting deferred pension costs wathin a
ten-sear petied, and elimmating the need for adds
tmal deferrals of Statement SNoo 106 and Statement
Noo K7 costs The NYSESUC required New Yoork
Lelephone to write off $75 mullion of previonsly
diterted pwenmon costs i 1993 In Dhecember 194,
New York Telephone amortized $39 mullion of
deferred pension costs according to this accounting
plan U poon the discontinuance of Statenwent Noo 71
rennitng deterred pensaon costs were chimmated
Paew Meoite 14y

New Faeland Telephone implemented a similar plan
in cach of s states, providing for immediate adop
trom of Statement Noo 106 and Statement Mo 87 on
A revenue reguitenent neutral basis, amortzation of
extsting deterted pension costs within 4 ten-vear
perind and discontinuanee of additional deterrals of
statement Noo 106 and Statement N 87 cints In

I hecembaer 1M, New ogland T eleplone amiortiznd
#1201 nulhion of deterred pension costs according 1o
this accountmg plan Upon the dscontimuance of
Statement Noo T remaoming deferred pension costs

were climnnated (see Note B

Postemployment Benefis
SYNEN adopted Statenmient of Financial Accounting
Standards No 112, "Employens’ Accounting Tor
Postemplovment Benehins” O Statement Noo 112700
the dowrth quarter of TFLL rotroactive toe January |
PR Staternent o 112 applies 1o postemployment
bnehits, melwding workers” compensation, disability
plans and disabubity pensians, provided to former or
inactive employees, ther beneticiares, and covered
Fepenndents atter smiplocment bat bwtore cenirement
pateinenit o TEE changed SY 50N s methosd of
ARt TTOEN TeCORINZING Costy as benwtt are

prad 1o wcruing the expected costs of providimg
these benetits The imtial effect of adopting
Statement Soo 112 was reported as o cumalatine
vtteat ot o change i aceounting prmople and
resulted e a one me, nonocash charge ol

SR 2 mullon (8121 7 madhon after tax ) in 197923

NN N 19 Anniusl Bepeort

ﬂ Property, Plant and Equipment - Net

The components of property, plant and equipren

met are as tollows
H ) : Tt
$ 294317 & 2maTn
Telepheone plant and epuipment MN1009 oaa
Fueniture and other equipment 1.541.3 1 s,
Chler 141.0 14m s
Tinal depresiable propeerry
plant and eguipment
Less wccuriulated depreciation

Trvepdas 1) Iy mullewa

Bl

MITHG AW
1R.0670.3 RS

-] mm

16,0496  [Wrad i
Land 1427 ML
Ptany wnder comstens tionand pther BGAO miad b

Teotal properts plant and

cyuipmen!  niel $IT055.3 £Xinlid

The discontinued application of Staterment Mo 71
resulted in a net devecase to ||‘ll‘]‘]’1lh"|1' prlant amd
equipment of $3 6 ulhon, pomanily through an

mcrease in aceumulated depreciation: (see Note 14

Long-term Investments

A reconcilation of NYNEXS equiy and cost methiod
investoments i as follows

T rridie @ 1oy

Wegmming of veat ety mwthind 3 M2 5 M5,

Aodditional inventmectits 1,005 4 177 d
Fipary mi net aps e oss 33H W4
I hvadends tevenved 4.7) : I
v ither | 71.8 R i
Fnd o year, equity marthesd 1. 4975 Wiy =
it anaethis] investments 1, THR.7 (LT

$ 362 S L

[ oatal long term investrments

SYNEX S long termonvestments include equity and
cast method investments in domestic and interna
tonal interests, i luding cellular, real estate,
televommumcations, and publishing ventures

Fite tive January 119 NYNEN adopted
Staterment of Finaneoal Accounting Standards No
115, " Accounting for Certain Investments an [ ek
amid Fapuity Seonmnies” " Staterment N 1S
Statemient S FLS specibically excludes equity secu
nities accounted for under the equity method and
eqquity securities accounted for under the cow
method that do not have readily determunable tay
market values

Bell Atlanue NYNEX Mobile Cellular Partnenshap
Effective July 1, 1995, SYNEX and Bell Atlantu
completed the combination of substantally all o
their domestie vellular properties by contnbuting
them to a partnership, BANM, to own and operate
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these properties The combination represents the
consummation of the transacton that was agreed
tocand announced in June 194 Bell Atlantic owns
approximately 62.4% of BANM. and XY SNEN owns
Jlnlaruunuwly A7.6% The partnershap s vontralled
gty by XYNEX and Bell Atlantw

NYNEN contnbuted certan cellular assets and labil
s of NYSEN Mobile, a whally owned subssdian
of SYNEX, in exchange for an cquity anterest i
BANM Subiject to post-closing adpstments, NYNEN
deconsohidated approsimately $640 million of net
assets and recorded an eguity method investment i
the juﬂl‘u‘hhlp

As a condition to the completion of the combination,
in July 1995, NYNEN Mobile sold certam of ats
cellular properties overlapping with Bell Atlantic s
cellular properties to SNET Cellular, Inc As g result
of the formation of the partnership, NYNEN record
ed 4 net after-tax gain of $67 4 million resulung
primanly from the sale of overlapping collular
properties and a pension curtadment

Other Long-term Investments

15 nvestients included the followmy

2242 5 mulhion additional investment in the venture
between SYSNEX, Bell Avante, AuTouch
Commumcations Ine and U S WEST Ine which will
provide national wireless personal communications
services. an addmional 535 6 mullion investment in
the Tele TV Partnershups between NYSEN, Bell
Atlantic, and Pacific Telesis Group formed to
develop programming and other products and
services for transmission over wirehine and wireless
networks, @ 5339 million investment in Havan
Telecnmmunications Holdings Clorporation

(HWavan Tel” 1 a newly formed holding company
whione subsidianes have been awarded hoenses o
|1hu|1]l‘ televommunicalions setvices 1 cortain
regions of the Phalippiees, a 8285 anlbon addinonal
mvestenent i FLAG Limated ("FLAGT) which will
construct a submanine cable system from the United
Kingdom to Japan, a $55 0 mullion myvestment in
Pl Eseehoominde Pratama (CEsceleam™ ) o new by
tormed Indonesian corporation which holds & beense
to operate a nationwide cellular business in
Indonesia, and a4 83300 million investment i HAS
Partnership between NYNEN and Bell Arlant

whis b will invest in wiareless cable svstems

A NEN G ot make any siaificant lang term
investments in 194

Seates to 0 unealidared

Financial Commitments and Guarantees
Aaoof Devembser A1 195, NYSEN had investid
approximately 340 5 mulbon an FLA G 53 SN s th
managing sponsor of FLAG and holds a 3% equit.
intetest and 4 41% funding obligation i the ventur.
Ulnsder the terms of the FLAG progect des utientation
and the related hoancing agreements, NYSEN © obly

ation 1o furnish s pro rata share of funding sould
require additional cash contnbutions of approxirmately
S181 mullion ta F1LAG The contribunons are antic
pated 1 by completed by the end of 1997

A 050 aodbon lmted tevourse debt Lacility was
made available o the project by a number of majis
lending institutions. A ot Pecembaer 31 19095

S50 mallion of thos facibity was utalized Under the
terms of the inancng. the tundimg 1L A sharehold
vrs have entered into contingent sponsir support
agrecments which could requare addinonal pavments
in an aggregate amount of 500 mullion by such
sharcholders an a pro rats hasts upon the (o currena
of certain limted events of detault These vvents ol
detault represent rsks of a e hat equity share
holders typically are required o assume in
comstruction progects, and which the FLAG share
holders consider to be unlikely woocour 1 he
masimum contingent pavment cach funding share
bededer may b required to make may be reduced in
the future on o pro rata basin based primanly on the
remaming amount of FLAGs outstardmg debs
which, i turn i dependent upon the lesel of sales

SN« alliwabdle percentage of the contmgent
speetieot suppeatt commitment s 51 %0 up ta mas
e o) 32585 mulhon. This mncludes an adilitional
1%, share that SYNEX assumed on behall of
another sharcholder inoreturn for a Gee Inoadditon
SN Bas Bakatopped. for a fee the guarantee o
the parent corporation of a thard sharcholder ot i
contingent sponsor support obligation an an amoun
pit 1o esveed 595 mullion. This backstop obligation
would be tngeered only uponea faluee by such par
ent corpotation o fslbll the obligatons under ats
priniary guarantee, tf required 1o do s spon the
detault of its submidiary to make any payment under
the atorementioned contingeit speonsor supporn
agreement This contingent obligation of SYNEX b
inelt supported by a reimburecment agrecment
bt een SYNEN and the sharehodder and turther
supperted by a direct guarantee by that shareholder »
parent corparation i favor of N NEN
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S3NEN mantains a A8 equny imterest m the fele
Iy Partoershaps ithe l"qkﬂlh‘rship-\"l. and Bell
Stlantic and Paciti Telesis Group are equal pariners
i this venture As of December 31 1995 XY NEM
bad invested approximately $37 mullion oo the
Partnerships. NYNEN i obligated 1o make additional
cash contributions on a pro rata basis of approx
mately §79 mullon, currently anticipated 1o be
completed by the end of 1998

Sy b holds o 15% anterest an BavanTel As of
Prcembaer 310 19095, NYNEN had invested appross
mvately 834 mulhon in HavanTel and 12 commaitted
toomvest an additional $14 mulhon over the neat
T Wil s

In December 1995, NYNEX mvested $55 nulhon in
Facelcom for a 23% anerest, and i January 199
SYNEN invested an additional $60 mullion Under
the terms of the partnership agreement NSYNEXN i
currenthy obligated tomvest an additional 372 pl
hioar by € Wornkwer 19997

n Long-term Debt

Interest rates and maturities on long term debt outstanding

VR TP A e gt

An of Decernber 31 1995, New York elephone bl
deferred $188 aullion of revenues (3161 midhon un
der an NYSUSCapproved egulatony plan dss cuated
with commtments for farr competition, ums el ser
vice, service quality and infrastructure improvenwents
and 527 mullion for a PFH service imiproversent prlan
1.IHH;HIUH- These revenues will b v as
commutments are met o obligations are satistied
under the plans 1t New Yark Telephone i unable to
mevt certain of these commments, the XY50%0 has
the authonty o requite New York Telephone o
reflund these rev nues to customers

In Decembwer 1995 Telesectinr Resources GCinoap I
(" Telesector Resources™ L a NYNEN subsidiary
entervd into purchase agreements with various sup
rllh:"l'i tir prurc hase, on behalf of the telephone
subsidiaries. equipment and soltware o upgrade thy
metwotk  The purcbase agreements ane over ive vears
with a cestmmntonent ol .||1i1n11|rl1.1h'i\' 2550 l'lll“llln

are as tollivas

[ bwwunidwn 11
1 mudis ans Fratrew Kates Sllatiin e . 1 ) LEed
Ketundimg Mortgayge Bonds 1 iB% 7 4% 1l § 6200 & 6350
e 7 1/ Rt Ty 425.0 1250
| wbwentuetes 1M T Y. 1'FF AR TRO.0 TR
% 9 3/5% 2o any A98.6 AT
& 7% AR Sl AN 1,900.0 el i
ol 4% WD 14T 17 Hivd 2.7M.7 23N
L bt 1.951.9 bia
U namestized diouns net i (36.5) . E Rl
9.2715.7 . 7740
Fomnge term capital fease sldbigatims ; 61.2 Y
$ 9,336.9 $ 7784 5

|u'|.|| ||||p|: term el

Pursuant to thie wdentures foe certam of s deben
tres, Sew York Telephone has covenanted that o
will not sssue addinonal funded debt secunities rank
g wgually with or prios to such debentures unless
it has maintained an carmungs coverage of 175 for
interest charges (excluding extraopdimary itemst tor a
persd of any 12 consecutive months ot o the 15
month perond prior o the date of proposed ssuance
Ax a result of the 1993 and 19%H busness restructur
ing charges (see Msote B beginming i March 11
New Yook Telephone did s meet the carmngs cos
crage reguirement As o Dwecember 31, 1994 and
195, New York Telephane met the earmimgs cover
age tequirement

I annual requirements for principal payvments on
long-teem debt. excluding capital leases. are $497 5,
S4M1 2 8265 0, 491 0 and 82320 nullion fur the
vears 1900 through 200 respectively

| he Retunding Mortgage Honds and $3 2 bullion of
the telephone subsidiaries’ [ebentures outstand ¢ at
December 31, 1995 are callable, upon rharey davs
oty by the respective telephone subsidiany alte
the respuiresd term ol years

subetantially all of New York Telephone's assers are
subiject 1o ben under New York Telephone's Retutd
i Mortgage Bond indenture A Decembser 31 198
Sew ok Telephone s total assets were approx
mately $11 6 badlion
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in November 1 TS, SYNEN and NYNLA

Credit Cimpany CCredit Company™ ) entered into 4
.2 7% bl unsecuied revolving eredit facihty, wath
Chemical Bank as the admumistranive agent. (Credn
Company may borrow up to 5300 mullion under this
facility ) Further, NYNEN may request an increase in
the aggregate commuments under the facdity of up to
500 mulhion The mmal term s for fve years, but
the barrowers may feguest two extensions of the
facility, i vach case for an addmional year Clurrently
 dee ol 0O75% per annum s pand by NYNEN onthe
APaivgdte oidtstanding commitments | ncjlrr the tetms
of the aereement the proceeds may be used o0 fund
working capital andsor any lawtul corporate puarpos
es, i ludimg support of outstanding commercal
paper. NYNEN had no borrowings under this creda
facthty at December 31 1995 However, 1.9 bilhion
of cutstansding commeraial paper borrowings was
lassibied as Ling term debr at Diecemnber 31, 19495

n Short-term Debt

Sotes to ansaledared Starn

andd presented in “Uther ™ an the table above Laecaus
SYSNEM has the intent to rehinance the commiercal
paper borrowings on a long-term basis and has the
ability to do so under the credi facibity

At December 31 19995, the followmg uneeacd debi
securities weee tepistered wath the Secunitios amd
Exchange Commussion (the "SEC™0 8250 mullion of
New York Telephone unsecured securines 3500l
hon of New England Telephone unmecuned
securitics, and 3687 mullion of KYNEN Clapatal
Funding medium term debt - ecunties twhen suead
these securities will be guaranteed by NYSEN

At December 31, 195, NY SN had $050 ullion o
unissued, unsecured debs and coquaty secunites rege
teredd with the 3L The procecds from the sale ot
these securities would be used 10 provide funds
SYNEN and/or NYNEN s nontelephone subsidiaties
tor their respective general corporate purpeoses

SNYNEN s short-term borrowings and related wenghted average terest rates are as fullows

Iwenntne A0 Lo rrisllisye
vy il Pt ard short term debst
[rebon miatumime wathun one vear

Courrenit peotmons b longg Term capital lrawe vbligatnins

idal shuat teprn deba

AR J 3|
85060

Woriglitail wa et ige ®
1993 PEH : s 1#ek
L1 s A [0 o Lai®,
497 H 1z 7.5% L

S I2EH

As prewiously discussed, at [ecember AL 19905, NYAEN had an unsed line of credit amounting to 5275 bl
thioueh an unsceured revolving credit facility with an initial term of e years This line of crednt, topether with
candi and temporary cash nvestments. may be used to support outstanding commercial paper As such. 319 il
L of outstanding commercial | per borrowings was classificd as Long wrm debt at Decemmber A1 1S

S350 mulhon of New England Telephone's Diebentures are repayable on November 15 1996, whale or o pan

at the option ot the holder, and as such are classifnd as short term el ar Dlevemiber 31

mmo rity Interest

Lwsaerbur A0 Inormelleme 1S Ve

Fortion subgect o redemption
G U CTTIC Y £ T2 % wmA
Fortion non redevmable Bo2 1767

Fotal '$1,0774 | $ 5672

Financing of Operations in the United Kingdom
i Dlecember AL 1LY a hnancing amangeiment was
eoterend anter B the somthern vable tranchises in the

U oitend bamedom ithe “South™ 1 Proe 1o this hnancing.
P Partner "h““ were formed. South CablelUlomms,
Poreoose ) and Chartwell Investors L I°
CChantwell 0, bothe Dielaware limated partnerships
I'hwse partnerships and their subsidianies are legal
ctitities separate and distinet from NYNEX, as are

TR

their assets and habdlities Two wholly owned sub
sidiaries of SYNEX contributed assets. consisting o
cash and stock, with an aggregate imtial market
value of 130 mullion and a book value of S108 mul
hon at Decembser 31, 1993, 10 50 i exchange for
general partnership mterests, and Chartwell cons

1 muted £20 oullion in cash o S o exchange lor
Linnted partner amterest

Prooe to Sarch 310 1995, the hnancing arrangemants
for the South were sermular in substance to. but stru
turally different from, those for the northern cable
franchises in the United Kingdom (the "North™ 1 Un
Varch A1 1995, the financing structure for the ~outh
wan changed to closely resemble the structure for the
South see explanation of transaction below ) as it
exited at December 1994 In preparation for this

T .
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resbructorye, = dntnhuh‘tl toy 1ts prartrwers Interoormpa
ny loans recemvable of 2093 pullion e the torm ol
Jividenids These loans were a cable w0 rom

the somthern cable tranchises UM these devsdends,
S204 mulhon was distributed o Chartwell and

S51 nullion was distributed to the two wholls owned
\.1:|nuh4|ru‘ﬁ of NYNEN (the "SYSEX Stk T A
pantnets 1 The NYNEN Sath general parinees m
turn shistributed the S81 aolhon te S 508, whooan
turn enntnbuted 1t to two other whally wned
SYNE Y wubsidaries (the “NYNEN south members™)

In comnwctnm with the binancimg estructure to facili
tate an imitial public offening (U1 4 new entity
war formed, South CableComms L Lo ¢"s0L1e
a Delaware imited ability company Uhartwell
contributed s exastag partnershap interests i~
1|J'ﬁ'l|||': an |"|-II’I \plllil lll' $H fT'”!IH"II ||||l! |H+H|-“- il

S214 bl v sCLLC, and, asoa resalt, s e boangner
a partrer i SC The NYNEN members comtnibuned
the aorementoned $81 mallion of loans 1o 50110

Al af the partners of Chartwell and members of

SE A Bave commtted toomake future capatal contn
hutions as reguired |:1_\ the vartous documents, and
with respect to 4hartwell's commitment, such contn
bigtaons must be matched by SYNEN subsidhanes As
o Dhecembwer 31, 1905 tetal cumubative contributions
to s 110 were an Tolluws S200 pullion Trom the

S SEN south members and 5295 nwllon troan
Chartwell and tenal cumulative contnbutions o s
wete ds follows S474 mullion from the SYNEX South
general partners and $128 mullion drem S0

“ s prar e vk b mamaey and protect g portbdie ol
assets, which s bermg used 1o fund the constructiom,
aperations and workimg capatal requirements of cable
televiston .|||-i telecammumcations syalems in certaim
L wmsand wreas i the South SCLLETs purpeose ot
prowide lunding arramgements te S and s operat
[ERTAN AT ARY AR TRV ] I}w Sauth with the jirim'r'-ih ul
capital contributions receved from s memibaes A
whnH)'-uwnnl -'-'-ih\hhﬂr} of NYNEN M ies andd
comtrols the business and opwrations ot =7l il =
aned SET L0 aee w duded an YN s consnladared
fsatacial statemrenta, and Chartwell s mterest im
SCLLC s reflected o “Ninoney anterest micluding

A PHrLin subjedt o rm.];‘ll.l-lm.-- (YL TR [T

SYSEN also coptrbuted cash ta Uhartwell n
canhange tor an ot 200 hmated partnesshap
interest  The puepose of Chartwell s b mvest up o
420 mullion thased on the appheable year ond
exnchange ratei over a hveyear contribuln wem n
<bre amed thee tanding of Charrae!l consises of
copuntty and amounts made avalabde v sabpect o

SOTHEE YR Arragad Refin

the satstaction of tunding conditioms utader enisting
arranpemients with Brancal imstitabions % portion o
the funding 15 collateralized by Chartwell's assets s
notirecourse W the partners of Chartwell amd b
interest at market raves, It includes representation.
warrantics, covenants and events of detault custon
ary i hnancings of this nature  The remaming tee
of the fumding arrangement s eweht years with
fefay ety |h';1!l!l||.r|.l_,: e TFEL and O hartwell s e
ttled to recerve cumulanve preterential distrber o
from ~ |1 sufficient to meet these repavment
requitennients T he tedemption reguirements ar

L30 nulhion for 1999 and 852 nodbom toe 2o b
financial reporung purposes, XYNEN s investmient o
Chartwell v reflected o "Long term investment
and is accounted for undir the equans methosd

Chin D% epnabwer 19 TEREE o funann ingt afEATIReCITe ! w as
entered mto tor the Sorth Proar o thas tinang e
three entities were formed  North €Cablet lommes 1 1
OO L a Delaware hmated pannershop. Sonh
CableComems. L AT 07%0C1ECT 1 a0 Delaware linin
vd habality company, and \Winston Investors 11
“Winston" ) a Delaware lannted Labihity compans
Thewe ennties and their subsidinwes are begal entitnes
separate and distinet from SNYNEMN as are the
assets and liabilities Three subsichianes of YN
UNUNEN Narth general partaers™ ) comtributed s
oo %L i exchange Tor geneeal paetnershap inter
eats iwith an aggregate mathet value of 3827 nullion
anid an appregate book value of 142 milhon at

I vecenbeer 19, 199 NCLLO comtnibuted 7% nul
Tiom i caahy tor NCLEF i exchange dor a limatsd
partiershiup mterest  Pwo whally isened saabvsidiar -
of RYSEN CONYNEX North members contnibited
i the aggregate SH2 mallhwon in cash, and Winston
contributed $225 mallion s oshs vach lor membaer
inlerests i ML

AN of thie grartmers ol SO and niembsere of S0 0 1
Bave connipontied o ke futune capital contnbastons
ar roaguired by the vanous documaents, and with
tespent 1o Woanston's commuitment such comibnnions
pst by matched by SYNEN contnibutions A o

I weowmber A1 1005 tosal wvniil ative s omtnilmt o

o NE L were as lollows: S50 mullson froam the
NAYNEN North members and SA85 mulhon troms
Woiniston, ad total cumlative contmbannns e S 110
were as follws S3001 mulbon troen the SYNEN ool
general partners and SN pullose tooee 011

NCLF s purpeose 15 to manage and protect s perstonn
o assets, which s beng weed to fund the consern
tion, opstations amnd working capatal requirernenss o
1'-‘1";' £} [;'\'l'\lun .I”LI TI'll,"l.F'l"“ll“lHl ALINNs Sy sl T o N
certain hicensed arcas i the North. SC11G » pur




bovral o 1R Arvssnd Hepart

pone st provade tundme armangements o SCLEP
anied s opwrating cormpaliny i the Nurth with the
proscee s i |.||m.||| comtrihutions reveived from ats
pwnidsrrs A wholly cowned subsadiary of NYNEX
mmanaies and controls the business and operations al
SCLEE SO and SCLLG are included in
NYNEN s consolidated financial statements, and
Wt v anterest e St LEE s oretlected in
CNhigonty mterest, meluding a poruon subject w
redermpton requarements

SYSEN also contnibuted cash o Winston i exchange
for awn il 0% ety interest The purpose of
WMot s toankestoape 1o 51T bl (based o thi
apphoable vear end exchange rateh over a fives year
contnbution term o NCLLC and the funding ol
Woarston commsts of equity and amounts avalable to
o, subipeet withe satistaction of funding comditions
under exestime artanevinents with financal institu
tiatis 4 pertam i the tunding s collateralized Ir}
Woinaton s assets s fon recourse to the partnvrs af
Winston, and bears mterest at market rates |t
ncludes representations, warranties, covenants and
events ol detault customary i hmancings of this
patute Dl tenuanimg e of the lunding arvangy
MR s R veals, W ith Wiy Inenls ]!'h.'i.fll'iﬂll'l'g i
S and Winston s entitled oo revenve cumlative
peacterentral Jetrhutioms teon UL sathcent o
st thie tepaviient tegquatenients The redemption
requiterments are S8 oullion for 20000 Far tuancal
reporting purposes, NYSEN S nvestment in Wainston
s retlected i L ong term imvestmenta” and s
acvounted tor under the eguity method

RASEN provides certaim perlotiianice gaananivens to
Chartwell and Winston, and tor he first five years. o
Comipletin guarantee that PR UIrcs o \[K“I!il‘ij i
baer ol Bomtnnes bae ]_1.1.-1-“'.1 by the network i the South
amed i the Sorth by Dhcemibner 31 1998 and 1Ry,
respas Dvehe bt Booone vear extensionsg At
Ihvwermnibser A1 1905 and TEHL the related vonsting
LTI T ERTCE S PR STE ] (U (b T 1Y toward the approprate

targets for release from the completion guarantse In
--ui..-l Bai granil poliase Tronn the ||Ir'li1'I|1.'II.|III. CRRArAnity
SN st Jdemonstrate that various hiancoal
ratue, baed ong wmeng other things, operating cash
Hovas i other tests such as material CHITIFiMHL't'
with connmunication loenmes, are aatiafied I the con
S LRSI RO A T T dowes not et such tests and thess
shatttalls are per cvresd wathien a specthied tine |1-'EIH-||-
thie womprletions guatatite will pecessitate pavimwents G
b trnade directiy v Chartwell or Winston, as appro
praate SYSES b provides indemmbcations o
these entities, amny others, i respect of certain ha
Pilitees, ms ||:.|1[|-_.: Al Liababity . loss or damage moeurred

MNotes to Consalidated Martements H

an o resdt of any breackh o the aprecments set furth
and tax indemnifications relating ti events prior o
thar creation of S0 SOTLLCL NCLP and SOl e
adifitson. SYNEN asorevpoered o maontam oertam
tinanicial and operating stanidards and may, w3 any
nine, eleet (o purchase the equity interest in
Chartwell and \Woinston oo certain terms

Pratmge Febrary 1995, 1w ontities were formed

S NEN Cablet lomms Group PLU UK

tablet e 0w public hmuted Babiliny: compans
incurporated under the Laws of England and W ales.
and NYNEX ClableComms Croup Ine 170

U absdet s 0, a l h‘t.lu.llr danl Al (hworhy by
reterred o collectivaly as U able omims Pricee to
the I discussed bedow beath wery whally amned
subsidiaries of SYNEN Both are separate and distnc
legal entities The sole assets of 'R Cablid Somims
and s CubleComms are "R% and 100 respectinels
iof the outstandimg stock of Y NEX ¢ ablet Jomnn
Huldings, Ire which bolds. through vanous sub
sichares and partnershups mterests i cable televisem
'J.l'H.I lf!l‘flln]“!u!llk.l:lllnh l'-lli'\ |'I.J'\1-"t FLL S LY -l!ld “IH'rJ
tioms i the Umted Roangdonm

Ap IPO was completed an June 1995 0t 305 nulluon
equity units of CableComms. These units are

traded as  stapled unns”™ and are comprised of one
ordinary share of UK Cabiled S and ome share ol
connmion stk of Us Clablet Jonans ohe 7O amibuned

¢ Hberme' s U0 the 305 mllon umits maued

170,222 000 were issuced as ungts at a preiee o 137
preace per umt i the United Ringdom, and
PAATT B wery pravieal as St oan {'-t‘i:'tn-l.'llﬂt'-
Shares AN ar 821 81 per Al oan the U nited
states. vael AL comprrang Whunits T he Combaned
Mtening teprerenited 33%0 of the wral unns ouestand
e, with S YNEN retwming the balance St proveeds
trom the olenig were approsimately S610 mallion

¢ bl s e usine the procends fo repay o
nlnllhll.ll.: Pl s 10g lesars tdredir vt I-lLIl”ll""\- tis
tund a portioes vl thie cind ol cobpssbEuctaon el ats el
work and tor operatmg cash ths and interes

R T I S O T O CU R SRS LT VO EAER IR L CA T TR T L
v boisses telated 1o l]']u male uf stimck by an mivester
ShYSEN pedognieed an atter tax g on the 1o of
8155 1 mullion an the second guarter of 1995, et of
S1000 mullion o deferred taxes i recogmtion of the
et merease i the salue of SYSE s imvesiment b
Uikt Somnrns

(nher Pinancing

I Sovemsbser 1993, Sy sy anvested 51 2 nllion an
Vigerm b ("Viacom™ 0 for 24 mollion shares ot
\pacor swres B Cumulatn e Preterred Stk
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Aracom Prederred” bocatTyving an anmual Jdeerdend
ot tve percent The stock i convertible nto shares
of N rcom Class B nonevoting comman stock at a
prce of $70 per sharee

In Dlecembrer 1995, NYNEX entered into o contract
tur the none recourse secunitization that pernnts a
wionetization of approsimately 3% of its imvestment
i the NViacom Ph:!-t'l'l‘l'.‘d. of which K% was imj‘l'l'-"-
mented an 1995 NYNEX peahized proceeds of

S0 ollion from this monetization which were used
1o reduce outstanding comercial papsr Ta connee
v with this transaction, SYNLEN has invested in
three pewly formed Delaware imited habiiy com
par s a magorty owned and controlled subsidiary,
“Woeatherly Holdmgs 11O 7, and stn 507 cwneld
aml controlled subsidiary . “Kapling Asson ates

ULy iWeatherly Holdings 101 00 and kapiing
famoscnates | L0 are collectively referred tooas the
AMonetzaton Subsidiaries™ ), and a third parny
owned and controlled entty, “Nandalay Tnvestors
(007 drhe "Outside Member™ . which has anisested
s the SMonetization Subsidianes These companies
are legal entities separate and distinet from NYNEN,
as are their assets and habilities

At the tme of furmation, NYSEN contnbuted i
the apgregate, two mdlon shares of A wacom
Frotereed wirth a book value of S100 milhon and

45 nnlbion i cash for its membwer interests an the
Sonctization Subsidiaries The Outside Member
comtributed S100 mullion i cash for sts membser
imterest i Rapling Associates 1L O and 310 thou
satid i cash for s member interest ain Weatherly
Haoldings 1L C The Monetizaton Subsidianies have
apprrosimately $1.2 mulhon in cash which has bwen
Loaned to NYNEX. oo b eguvalents, the Viacom
Pretermed . certan intercompany financial obliganons
anad .1|1i|':||-h||||.|h:|.'..' 24 nllion shares of SYNEN
common stick The purpose of the Moneuzation
subsidiares s o manage and protect then tinancl
ansats tor sale o distribution at a I-lll.'l iioﬂ[‘ “n‘
Slonetization Subsicianes are meluded m Y51
Cotisohidated brane il statements, and the Chatsde
Vembr s anterest in the Motietization Subsidianes s
eetlected in " Minonty aiterest, incduding a portion
subiect to redemiption requirements ” NYNEX hus
mvestyd 10 thousand i cash in the Chatsade
Meinbwer Gt a bess than 17 ownershap imterest

whoo b s acoounted for under the cost mthesd and s
s luded i Long term o investments

Lon o« v tiom with the monetization of the %o om
retented 5% %EN% haas p|ll\'l|.|t.‘1| coertarn
il atiois W the Monetizanon Subsiduares

rvral TS A Bogaorr

aned the Owatside Member including certam tax
indemmtications | he term ol the monetization
transaction is five years a1 which time the COutaids
Slember s imterest in the Monetizabion Subsediares
will be redeemed through the Lyuwdaten ol the
Monetizauon Subsidiries assets U orader the twrms
of an extension agrecomient, SYNEN bas the abalin
and intends o increase the amount of the monetiea
tion up to SO0 mallion by March 310 1R unde
ferms ﬂnl’ Lunl.llllurln th.‘ll Al 1I|I'11.|.T|1.1.1!|| the satms
an the Diecember 1995 tranmaction S5 510 % mia
upon mecting certam funding requirerments elect 1
purchase the member mterests of the Charsids
Member in the Monetization Subsdeanes or e
nate the transa ton and cause the Teguicdation o the
ansiets of the STonetization Subsidones

“_smckhnldlrl‘ Equity

Preferred Stock

NYNERN s certbivare of incorporation provides
authonty for the suance of 75 nullon shares of
Preferred stock, S1 000 par value, i oo ar muore
sertes with such dessgnations, preferences. nghts

;[1.1.111!1.1. ations hinstations, and restrntins as
SYNEN S Board of Phirectors may detennnnee

Commuon Stock

Ut July 15 1993 the Board of Dhrectoes of NYNEN
declared & two torone common stos b splin i the
form ot a W petcent stock dividend s albile
"l‘[.“ll'l-'l.li"\‘l’ 15 1" to holders of record ar the sl
ol business on August 10, 19993

As ot Novemmbwer 1190 NYNEN doscontinued
|u||;||.|-\”-|§: shares ol ity common stoa b and began
pastaan fiew shates i connes o waith emploves
savings plans, the isadened Retmvestinent and Stk
Purchase Plan stock compensation plans, and stwk

o plans

[ Vvadends Declared

trom Adaitional Paid-In Capatal

I he second, thurd, and a portion of the tourth gua
ter 1945 divndends were declared trome Additiosal
pard in capial

Sharcholder Rights Agroement

In Ovtober 19855, S5 5EN adopted o Sharcholder
Rights Agreement. pursuant to which sharcholders
recewved a dividend distribution ol one tight for
cach outstanding share o SYSEN s common stiek
s 4 tesult ot thie two for one commion stisch spli
the nights have Twen .uijn'\-h‘ul s that sharcholders
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reCeIve s huh'f for every two shares of cormon
atewk  Fach rieht entitles the sharcholier o buy
TOLkb ot g shiare of SO0 par value Serwes A Junior
Partcaipaung Preferred Stock from NYSEN at an
exercise price of 8250 per nght 5 mullion shares of
this Preterred Stock have been authonzad, with 3
million shares reserved for exercise of the nghts The
rights, which are subyect 1o adjustment, will not be
exercisable ar separable from the commuon stock until
ten davs tollowing a public announcement that a pt
son o group has acquired benebcial ownershup of
15% or onere of SYNEN s outstanding common stixck
o ten Iiseness days folliwrng the conmmens ement ot
ot Pl annourcetent of the intent to commence,
a tender or exchange offer by i benehicial owner of
15% or more of the outstanding common stock

If any person becomies the beneticial owner of 157,
or mmoebe ol the autstanding common stk cach
holder of a nght will receve, upon exercise at the
right s then curtent exerose price, common stock
having 4 value equal o mwice the exerase pnce 1t
NYNEN s aeguirad oo menger o busiricss com
brevatoon, or i 3% on mwore of NYNER s anscts or
cariing power = sold, cach nght holder will recenve,
aupon excroise at the nght's then current exercise
Pricy commmon stim bt the new compan: havana o
value egual to Dy The exercrse price of the right

Y SN may enchange nights for shares ol comimaon
stock or pedeem rights i whaole at a prce of $ 141
por nght at any G pros Lo thew expuration on
Chotobser 31 1004

Leveraged Stock Ownership Plan

In Feliruary 19K 5% ST established o leseraged
employes stock ownership phan (LESO and
oaned $450 mullion o the TESOE Trast (inteenal
fEson ey The LESOI? Trust used the i'f'll'l.'ll"
o purchase at fair marhet value, 5 6 million sheres
of % % EN s common stisck held o treasuny SYNEM
ambied annd puarantecd $450 mullion of Y 55%.
[ebentures, the [Hlﬂ-i'i'il'\ of which were ||HI'H1|,'I.I"‘-'
wwed b teprarchase 54 onlbon shares i the open
market completing the stinh wpur:h.n-' plan I'he
[ helwntures reguite payments of prncipal annually
and are due May 1 20100 Interest payments are du
semunnally The Debentures and the imternal
LS pone are reconded as Long temmn adebt and s
Dietitred compensation. mespevtively Dieferred v
PoTisatin w dl b peducedd as shares are released and

allcated to particspants

Sarlen Ton € Tomslodated Stats

SYNEX muaintans savings plans that cover sub
stantially all ol s ttnplu\fn Under these planis
NYNEX matches o certam percentage ot elpable
emplovee contnbutions Under provisions of thy
Savings Plan tor Salared Employees, WYSNEN s
matching contributions are allocated o emplovevs
in the torm of SYNEN stock from the LRS00 Lrust
based un the proportion of |1I|In'||1.l|. and mnterest
patd by the LSO Trast an o vear o the remaning
prncipal and mterest due veer the Dite of the intetnal
LESOP pite 4 anperisat inn expwense s tevoginsed
based o the shares allis ancod methaod 11 =08 abares
are nut comsidered outatandiag until they are
allecated to participants

SYSEN s matchimg comtnibuations 1o the sacings
jlans and any «lange inothe reguired e
as a testlt of levera@ing this obhgaton an reconded
an compensation cxpense Compensation espense
applicable to the savings plans for 1095, 194 and
PRI was 77 2 888 D aned 81 3 oollion, respne
tively, and has been reduced b £359, 820 ] and
€2 2 mulhon, respectively for the dividends puasd
on LESOP shares used 1o service the internal 1 E>00
note As of December 31 19995 and YEH the num
Pt of shares allowared 1o the PO were 200 aiied
Lo malhon sesprectively, and the numbser ot shares
held b the T ESOF for Tutuee albisdtion were B 6 and

O 1 nullon. respetively

Stock Option Plans

SAYSEN has atowch LR 1:!.1.!1\ for ey dndiagerticn?
emplovers under which uptions o purchase SYNEN

comanon stock are granted ata price equal wooor
wreater than the market price of the stk ar the dan
of pramt The xStk Option Plan, whick
eapired an Decomber 31 T#EH, permutied the grant
of optuwts through December 1994 1o purchase up
4 mullin shares In January 1995 NYNEN eatab
lished the 1905 Stk Clptiom Plan, that peermmats e
wrant af options no later than D ecensber AL 1ERRE 0
Jrure Base up 1 JU palhion shares of comimon stock,
pptions may not b excrosabide tor a pernsd Tess than
ome year or greater than ten years from date of grant

Btk the 190 and the 1995 Stad Uption Flans tor
biv managemment emplovees allow tor the granning o
stock apprecration nights S ARy i tadem wath
sptions granted U pon exercise of a SAR. the holder
may receive shares of common stock or cash equal o
the excess of the market proe of the common stixh
At the exetome date over the optaon prace SAHRs i
b waeremed i liew of the underlying option wnly

when those optians beoome exercsable




ﬂ Sotes to onsolidated Statements

[iteonive SLavch 31 1wl soast S escablished <nn
Gptiins plans for ponnmanagement cmployees and tor
maragement employees other than those chgible o
participate in the 198 and 1995 Stk COption Plans
Erployees were granted options, with the numbwer of
uptions varying acvording to emplovee level, to pur
chuse a fixed number of shares of XYNEX comimon
stimk at the market price of the steck on the grant
date Fifty percent of the options could be exercsed
o yvear from the grant date with the remamng
fifty percent exerosahle twa vears trom the gram
Jdate These OP TS RGO Yl frim thee grant
date In Octaber 1994 and January 198 emplovens
were granted addimomal options ander these plans

The tollowing stminarizes the actoon o thies
shiares under uplion under the varios ﬁilnh i an
plans meluding the telated SR

‘lAll']"Il'll [ bat “Eais

Chratanding at

| woembwer AT 1Rl AR IR0 ST () e SR ]
Copatited prior tes stk sl Ml B STU LA e MM A
Excroived poor to stk sphit 684 Lt S8 M 1o S5 1Y
Coareled proore to st spl CTUATH S LR e BHK Y
=t b '\'Fll'-1 RS RTRY S
Caranited after stk spilil 16505 842 AL 1o S
S el ST Nt Sl
| oanweed atter stim b \I"'lll Lididl's .00 9l $r|'-|- LN
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 amabat ol alusien 10 Fiy ’

Stom ko appreciation rights
hutstanding a1

Peginmng o vea 1. Bt Lomte M4
Caranted
Factoismd (1,504 T A
U anceled — 21571
“tink 1I1I|1 1. W

Uhgrstandding 41 end of vear 1 seel | =i

There were J0977.550 and TOH 200 sten b aprioms
exercisable at Decembaer 31 1905 and 174
respectively  In January PRty Lo purs fas
appromimately 1D nnllon shares of comm stiah
were granted under the st b aption plans estab
leshied om Sharch 310 1992 and options te purs b
approsamateds 5 milhon shates of commion stoa b
were granted under the 195 Stes b Odption Plan

I:I Leases

Ay NI leases cortn lacilities amsd equipment dsed
in s opwerations Kental expense was L4 33105
aned ST 0 pullin for 1995, 14 and 1963, respe
mvely At December 310 1995 the munimum leas
cunrinments under noocanoelabile Teasies ton the
paerinds shown are as fullivws

In prille =ratiy >

'rei 4430 3 H
AL 1144 l4°H
HL [[LAS e B
1eri ML 1
Jg [TTIL g iy
| hwewation (LT AT
Total snimuni feaw payvinents Lo i s
|wss wnes ubiary o ieniy 1)
Sl i rrden . heas | Tl B4 04
Lans aniterest 470N
Proswnt saltie od et nuansinum

Lo b macrits - S

ot Company s the lessor i leseraged and direct
hinanciny lease agrecments under which cammeroal
wircraft, radroad cary, industnial equipment, power
penvrators residential real estare, telecommuni ations
and comiputer equipiment are leased for wenns ot 3 1o
b5 vears Minamum lease payments receivable repr
sent unpatd rentals, less prnepal and interest on
third-party noncrecourse debt relating to leveraged
lease transactions Siee Credit Company has nogen
cral habality b this debt, the relavesd poncpal andd
aiterest have been otlset agamst the menimum leds
paviments revenvable Nimimum lease payments fecers
able are subordinate 1o the debt and the Jebt holders
Frav e @ sewuriiy anterest an the leaseid cyipunent
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At Decemnber 31 195 and 199K the net mvestment
in leveraped Teases was S407 7 and 406 7 nullen
respetively and i diect financing leases was 3184 1
atd 8133 7 nullion, respectively  The components of
Credit Company s net investment in these [eases are
included i Dieferred charges and other aseets and are

an follow s

lwawmbar b b sullaaa ) 1 ]
Simimum lease payments receivable $1B267 S15u12
Uniguatanteed residual value L1652 10X 6
fential direct comts 13 i3
|. (et l r'|r.|l111'Lt (LISl l,.\‘..llb : !-:-i‘ J

bowelerredd ine e Laxes 1.'3‘?3-.5 0§ I

Allswanie tor uncollectbles 24.3 222

"$ 5938 § S04

Net anvestment

At December 31 1995, future mevumum lease pay
ments recenvable, i muillions, in excess of debt service
requirements on non ecourse debit related to feves
aped and direct inancing leases, are collectible as
follows STO T an 199 5709 m 1997, S08 (an 1'EE.
S50 6oan 1R 5445 i 2000, and $1,513 0 thereatter

m Financial Instruments

Risk Management, Of-Balance-Sheet Risk

and Coneentrations of Credit Risk

SYNE N hae entered it Pratisa e in el
westrvarnents with ol bBalande shee risk, 1o reduce s

exprinure to market and interest rate rskonoats shor
term and long term secantes SYNEN entered 1o
Vatious intenest Tate; currency. and basis swap trans
actisten, with an ageeeate notional anount of

S0 lbion and 820 balloon at Dhecembser 31 1995
atid PR pespechively . to manage interest rate,
foreien exchange rate. and tax exposures | hese
Pranisa Bons mature at variods dates froam 1005
thronneh Uik

sk i these transagtions nvalves bath risk of coun
terparty nonperformance under the contract werms
and resk ansocpated with changes in nuarket values
ateresal tates anid foreran eschange rates The doun
Bt tias 1o thicse comitrants consst of nragor Al
st itutiotis dibid organized t'.\t’lhl.llgi.‘:- SNYMEN cuntin
wal Iy monitors s [romalions and the credit ratings of
s ool r fratties ard birruts the amount of contracts
i enters it waith any one party. While SYSEN miay
bae expemed foocredit Jonses i the event ot nonperton
patine by s counterparties. it dins not antiapaty
s b lissees, due o the aforementioned control i
Jures  The settlement of these transactions s not
expasctind o but may . have a materal effear upon
S %0 % s ki tal [oasitiesn oo resules of Optalioris

Notes o Unnsolndated =0

A demnption of SN o hinan pil rs g umnts js
presented in Matagement's Discussion and by s

o pages 20 22

Fair Value of Financial Inviruments

The tollomany table presenits the carryvine ammolnts
and farr valies of SYNEN s hnancral astraments at
[December 31 1995 and 1'FH Statement of Finan sl
Accountung Sandards Noo 10T, “Dhsclosures absaa
Fair Value aof 1mancal lnstraments " defies tan
value as the armonent al whuh the anstrument could
be exchanged i a vurrent transaction betaven will
ing parties, other than o loteed hguidarion o sals

1 w4k
L arrving an a1 W | s
bn s At Value *

Sonc Penvatives
| i et s esdfractite
Iractacable o
estprmiate bar walue $ 4921 $1,0558 3 4l Sreis
ot practivable 1,200 11,2000 | Jiwab 1 %0

Fomg termm delar 7333 TTI29 TTIvG Tk
[ lerivatives *
Ansets 114 22 115 L
| rabalities (39 (50.0) 5 LR
P vy a i alt i o] ] i

Ul Tair walue of the dermvative comtracts i budes
the remamming uttamortized costs ol Boreign vae b
hedees, which are (534 90 and (SA30 00 mullion o
TOUS aod 1TPML pespwctive
imphot ncremental borrow i costs assomated with
Sy SNEN s overseas investroents i the Lomitesd
oanedom and Thatland  The tollosang mcthiads and

v hese values rethect b

assumptions were uwed o estimate the b value ot
cach pype ot Bian al mstrament forow b estmg

tan was prad bicabids

Long-term investments

The estimated L vadue of somwe investinenrs
accounted Bor ander the cost riethond an Daased oo
quested pmar ket praces Lor thome or sitalar imsestinen s

Foar erthier investoments bor which there are ne guoted

market prices, ¢ easonable estimate of fair markao
\.a.]ur lliul-\.l- et fn tade u-'ﬂhru:'l 00 WEET TR A" Na ' ssihe
comts ik s not practicable oo eatimaite the Lir walug
of NYNEN s mvestmwent an the 5 oaoom Preternald o
SNAYNEN isestiments an untraded eontities becaise o
the nature ot the ivestments Avcondimgly the carn

e value s phw.'rl'.n! as the Lasr svalus




- Swates t Uansalidated Statements

Long-termy debr

-I.hl' l.'ﬁll'l"l]..lhhj Laur value longe twerm b s iu.ﬁnt
an quited market praces or discounted tuture cash
flerws st the weighted average coupon tate and
cuttent interest rates

Dierivatives

The estimated fair value of most detsvatives o based
o amouats NYSEY would recee o pay o termi
fate such apreements td.hl'l;‘, ke e endnit urreind
mud market rates The estimated far value of the
bases swaps 15 based on the amounts NYNEN would
may u'pllul.l: such agrevments taking into asccount
Current rates

E Additional Financial Information

T ruvillaosns 1 |*#an et

Tases onher than o
Propwetsy $§ 15985 510 % wAn

508.2 5 A Ml

Uapuns fah wIpHEs

Prayeodl related 659 b5 4 iyl
bt | BT it rER
il $10156 5 il §luisy
| b vanibwn A1l Erablne ] I'Hi.‘l‘ IR
Yucounts payable

| l.l-lr s Q814 51 ldn A
[anes 118.3 g7
[} “:npq:lh..qlrul absenles 1.2 h SRR
1 mwidernds 2558 24nh
Pasenll 1295 LA
It 131.H 1250
b 975 2 111
[l 20020 5. e

Vbt ureent Ladabitees

Sobomne fullivigs aml

pstonwTs  dejuosita § WL5 5 sl
| Wetereed imcerme tases 63 11l
I Mt ) 29548 Tk
[ista $ SHIT SL0G4L

1 oital rescarch and J\'\u‘]lll"'llh nl cirals ]1.1.11.'_-1:.1 LT

RS LR TR TN LOEIS 19 aned 1993 were 327901
8150 7 and $1062 H mulhon, respectively

PR E TP Arnaa: Wepe

Loy 195 FOORE and 1993 AR Cagp AT A
providod approsamately 147 1% and The, fesgsn
tvely, of SYNEN s total operanng tevetives pramatiy
Network aveess revenues and  ther revenues from
ballinie and collestion services perbormied by the teb
phone subsidianes tor ATA |

Pelesie toar Besoutoes oanans & oty weventh antetest
Bell Cornmumcations Besearch Inc " Belliore
Bellcore turmshes technical and suppsut services b
SYSES relating 1o exchange el ommunications
and exchange access services For PRS0 TR and
1993, SYSEN revorded «harges of SUAH 1120
and S128 5 nullion, respectively . in connevtion with

these services

H Supplemental Cash Flow information
The hllinaang nlormation is provided an aveurdanc
with Statement of Froanoal Accounung Standards
i 95, "Statemwent of Cask Flows’

| wuewmdwa ¥ sl i L LE
$ 4783 S5193 E5U N
b 0040

Incone tan puvinents
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WY HEE 1995 Annual Beport

E Revenues Subject to Possible Refund

Several state and federal repulatory matters

mcluding affiliate transaction issues i New York
Telephone's 1990 intrastate rate case (S188 0 mil
lomi, may possibly require the retund of a portion ol
the revenues collected in the current and prior pen
ads As of december 31, 1995, the ageregate amount
af such revenues that was estimated 1o be subypect
possible refund was approximately 326400 7 mullion,

plus related interest The outcomie of cach peading
matter, as well as the time frame within whch cach

will e resolved, 1s not presently determanable

n Business Restructuring

Irn 1PROS aped 19PR 55014 1 and S0UA 5 pnlhon,
ll.".!i‘fk'lll.\'l.‘l'_l,'. ol prctax Penision enhancement charg:s
were recorded  These charges are a portinn of an
estimated 2.0 bllion of pretas charges to be recond
ed for penson enhancements as emplovees leave

S NEN theoueh retimement incentives I he pension
enhancement charges were included in the
{ lonsohdated Statements of Income as Selling

general and admimstrative

SNotes to Consolidare!

In the tourth guarter of 1995 521 bl it pretas
business restructuning charges were recorded
I1'|Jl'l|',' related to cfforts 1o redesign pCralisms an |
work force reductions These charges melude
1 1 nlhon for severance and postretitement e dial
costs; S020 nulhion tor e engineening service el
ery, 5283 million for sale or discontinuance of
information product and services businesses and
S106 mullica for restructunng @ other nontelepon
subsicharies The restouctunng harges were i ie-bof
i the Consalidated Statements of Tncomee as belloas
£192 mullhion
853 nublemn
51 H bl
SA1 palleor

SMamntenance and supporn
Marketing and customier services

“'n'lhnu gi‘m'l.ll ar L adnumistratve
and ©ither income texpense et

Litigation and Other Conlingencies

Vartous legal actions and regulatary pros eedan
are pending that may affect NY%E% Whale

cannest give assurance as Lo the cutiomne ab any o

B risatl

these matters, i the opemon of AManagement b
upon the advice of counsel, the ultimate resolunoe
of these muatters in future perieds s fot expected
to have o mateniad eflect on NYNE Ny hitanaaal
position bat could have a matenal etlect onoannaa

aperating resulis

e n




supplementaty Intormation

Supplementary Information

Quarterly Financial Data (Unaudited)
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Notice of Annual Meeting
of Share Owners

Ihe 107M Annual Seenng of Slare $wners o
SYNES Corparateon will be Beld a

the }L.l\r. Huances b Flall 1RO Berkeles =treet

Bostion, Massichusetts, on Wednesday MMay 1 Jira
at T6h Wi am . fiw the Pl lowng: [ L

o T alewr tonar | haeeetiony

o To ranudy the appomtment of aadior woada
SYNEX s consalidatied financial statemiacbts for T
fiscal voar 1M

 Tovappeowe chamges i the Y SN Son Priplines
I Mpeston U oanpensation Program, and

o Toact upson such other matters, pu luding thie
Share ¢ haner proposals regarding the lassibied Ferard
al Trrectors charmable commbunens and canlate
Vsl s By ;mlgwrln cenne beeloge the et

Helders of revord of shares of ommmion Stk of
SYNEN at the ddose of business on MMaondas
March 15 1wy will bwe -'III1TI¢‘1I tis walst A0 This

srsvting arid any adparpninent threst

F AR ; .
A4 | AT NP
priae ye DL
- I.
Morrison e Webhb
Ioseoutive Vice Presudem,
Caeneral U ounsel and Seveerary

Narch 15 [P

Your Vole s Imporant

Whether o net vou intend to bee present at thi
rreeting, frlvare sign and date the e losed pross asdd
return b in the enclosed |'h‘]'o-li-l. l.':l"l‘-l'|w1.'-



Proxy Statement

Pl pross statement and the accompanying pros
wetine matruction card I prosy card " are bwine
maled, begimming March 18 190, w ownees ot
shares b Comanon Stock Shares” ol NYNEN
Clarporation CNYSENT i comnes et th
worlic atatieom oo praenaes by the Beoand ol [T O
Phaaed o bor the 1006 Annual Mecting of Share
Craners O Meetme™ 1 in Boston, Massachusetts | has
prosy procedure s pecessary because many of
SASEN s Share Ohwoners, whe v throughout the
U oped States and 11 many toreen countws. sall mor
b abhe boeoattendd the Slecting  Proxies are salicited
b e all =hare Chaeners an opportunity to sote
~hares can be voted at the Mectig only o the Shate
Ubaner s represented by proxy or is prresent o peer
wan cwee AVotimg of Shares” helow

It o phan v attend the meeting, please mark the
apprevpriate box on the prosy card, detach and return
i the enveligse provided. and retan the accompany
e admeson oket Benehicial sswners can obtan
aclinassats ot the ddoor by Prrvsenting J Il‘ﬂ-ll rEoxy ur
vt b et st uuncrship. such as a bank or brokes
goconnt statesnent the day of the Meeting No Share
e o]l b permatted anto the Meening waithoot o

T ket o prropeet nlentilivation

Yoot vt s pmiportant. Whether or not you
plan o atend the Meeting, you are urged to
eaecute and return the accompanying prosy
card as soon as |‘bﬂ“ih||' IO TR Y r repiresen:
tation. Hosou doattend, you may vote by ballin
At e STeenmge, therebsy vaneeling any proxy
ot s sl gnoen,

share Ul nees who ane receving maore than one
Notstial Hepeort oy dscontinue marling ot the

faprhi ate o= b mnarh g the apprapaiate Fwin ainy
e oy et ul Bl selected dccounts This will
Pt e the exewetise ol priiting aned maling
g e mareerals but ol not abfect the maling o
wedeoid o bec ks Jdividend remnvestment statemuents

(e bl grietheats arnd ey vt paals

Voting of Shares

The Bodders on a magors o the outstanding Shares
pratitlend Boeow e s i Rty e teptesented I

oo ol onsttite a cuorun bor the transaction of
| e as Lo Iy Share 1o F'-Irn'l'!h_-l i enbitled o one

b ab mtters propsc s brought Betore the

Sloctimne Wobwery o quoruin s opresent the vote of the
Prodcders at o miapority of Shares proset i wes of
b gy vk entthead towaote woli devade any ques

ah tocd wpean and the towr nesmees tor [ Mpector

Rk a0 ooy Statarman)

reverving the highest numbet o votes will 1w whicted
as Ihirectors bor purpases of Jetermining whetbvr o
proposal has receaved a magonity of those Shares ents
thedd 1o vote, abstenmions will tsoamchuded o the vt
totals with the resyli thiat an abstenuon has the same
it gm0 tepative vote [noinstances where brokiers
are profubited from exerciing discretionary authonty
tor benetiial owners who have not retuern o oy
s called “hroker ponivotes o those Shares will 1un
e included o the vote wotals and theretore, will
have no effect on the von

When proxies are returned properiy executed. 1hy
Shates representesd will b woted T the Pross
Commmittee of the Board moaocordance with Shate
CWaners dorevtions Yot ane anreed 1o speciiy v
chotces by marking the appropriate beoaes on the
enclosed proxy card 1 the pross s exevated and
returned without speaityimge chowes the Shaees wall
b voted by the Proay Gttt as revomnmiensdid
by the Board of Dipectioes % Shaie U haner govine «
prony has the poaer to revoke 11 at any Hime Esteare o
i voteed at the Neeting by submuatong o wnitten revn
cation 1o NYSEN o by attending the Seetime and
wvotimg by ballor at the Meeting

A mhate Uraner wishine o grve a proa o satiienti
othier than the Proxy Communee shoubhl cross out all
three commmittoe metmbyrs’ names AP RATTERD 3 tha
enclimed proxy card and msert the fame st another
pretsons o prersoms oot pste than theee In addition
the “Virte [ume ations’ B should b maabed The
executed proxy must be returmed as indicated or pre
serted at the Mevting by the Share Chwnier or the
Personis ] EepPTesenting the Share Ehanee

Fos a Share A Yaner shiooia a participan n the
SSEN Corporation Pisadend Reanvestinient and
Stk Purchase Plan, the prosy card reproswnts the
number of tull Shates in the participant « Divadend
Resnvestment Plap acenunt as well ae Sliares pegls
vernd i the prartn peaial s B Fog o Slure Chaeneer
whie s a parnicapant i the NYNEN Uogpearation
sasings Plan for =alaned Employees or the NYNEN
Ulirpstation Savings and Securi Flan o =alaried
Fplosees s, the pross wall serve asa voting et
vt thee trstees of those Plans 1 prosies

peprre ooty Shares nothe SYSEPA Corparation
sartries Man lor Sadaned Emplovess or the SYNEN
Eaonpesration Savings and Security Plan i =larped
Fovplonews are st oae ated ancd retirmand thos
shares woill Baesomead by the toustees i the samie pro
pottionn as the Shares for which exccuted prosies are
returnied oo other partiipants

Tb s citebatior with SYSEN s Policy on Conhdental
Nominge Py, Ballots aned soting tibulations are
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I ppwitins aind b wv

BT

il

avalable e cxammation only by the |!uir|n'r.\i1.'ul
Tnspwactoriss of Plection and abulators The vote o
aniy Share Chaner cannot be disclosed e the Board o
I npevtors or management of SYSNEN except as mas by
required by law and an other haoted cmoumstanees

Yo lest of Share taners elgabile o vome wall s
able op examnatwn b ~hare Cheeees dor an
prarpe e gerinane boothe Meoring it RS Praakhn
Stpeet Tewton, Shissa husetts from Apnl L7 thriugh
Nl MY 1A ard at the Joboy Hanwook Hall o tha

L!.I\ il |h¢' f\lrrhn:

'Security Ownership of Certain Beneficial Holders and Management

Eaccutive  Mhcers as o group
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SYNEN B nstituted stk ownershap gudelines toa
all Fxevativr ©Mtwers amad | irectoes Dhaese gundelines
Tauaiy --'a.:'u'f'-lu[‘ sutllyent toooertaan tranisibion
teguirenenits o NN N omimeon Mok u‘ttll.tl Tis
thivy tienes anmd salary tor the Cheel Execunive
Clittrerr. 1w tmees annual salary Tor a Viee Chairman
aised phosws P e 8 Hbers repsniing direvtly tor the
ot b oaiarina U e aned one tinnes annual salary

fot bl oty s unce © Hiwers L himoctons are |'\|n.1h".i

oi hildd theoughowut thesr tenure a monemam of § 00
Shaves to b acgquined over o penod of not longer

than three vears

‘Board of Directors

[ b Biuisiniess uf the Ul poration s conducted h!,
miartiaeertent umder the digevnion of the Board of

O January 31, 19090 there were 435 900080 Shares of 335108 Climimon Stk vatstarding
sets forth information as of Janiary 31 19900 ieneept an otherw e noted s pelating to bonetoal owoersbipoo
Shares by o vach petsan known by NYSEN tooown Benetio
WYSES Common Stock, ( each Phirecton, o each of the named T xevutive Otters and G all Prrectors and

|l toblorw g rabls

Iy oveore thar 5% ot the outstanding Shares of

I i#wil Surmlee T I . LB FTI
1 =kalis i limtaad oy 4.4l 0oL
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[oreetiors Adthonete D irecrors e it avolved m
i woday opwetatingg detals ey ane keptoamtormed
of SN N s Bdsiuess b v ropearts atid adown

Auenrs ey o thenm regalarde asowell s by ogwerating
atnd Prenarie al R AR G ATTTES wrbend Do tha U liaar im0l
the 1%

ot D it toes and commurtess of the Boand

atald vt beer UMb ers at D cTifis il this Ellhlll.l

b el

cach nonth excluding August, and speual ineetines

Kegutler meetinngs o the Beard o 1 heraec tears an

ate called when required. The Board ot Fhinaees
bl towieteen mwvhimgs wi 15FES Ul average. the
[ Sipes voes attended approsamately 9370 o the aete
gare nvnber of mcetngs of the B of Threctors
i et of the Boaed, no D hrector atten Bl

farwier thoae 7 s h nwebiegs




- Hisarsdd of Tlirednives

e Beard of Iheectors has adopticd o enure policy
to Ehrectors which establishos U6 as the tetirenent
age tor nan employee Directors as well as i any

I irector who was the Corporatuion = ©hid b owevutive
Citheer A D irector whee readhes retitemient age shall
tetiee from the Board not later than the neat Annual
Seeting, regardless of any unexpired term of oftice
The palicy also provides that a non employes
Durector who discontinues his or her pringcipal
employment, business or protessional pvbationshap. of
continues in a less pesponsible capacity shall otfer 1w
shmat us o1 her resignation, but anay at the
request of the Chanman of the Board. following con
sultation with the Nonunating and Boand Attars
ommtiee, continie as a [ Yt Yl hrector whin
Leoan b Weer ol the Corporation (other than the
Chiet Faecutive OFficer) shall resign an the same
e as he o she ceases tn be an Ulthcer

Committees of the Board

The Board of Directors has established s standing
committees: an Executive Ciommuttee, Audn
Cammuittee, Uommitter on Benelits, Nonunahing arid
Hoatd Affars Commuttee, Finance Commntee and
I'ublic Responsibihty Computtee

Uhie Daccutive Domamttes, composed of one
crplovee Director and three noncemployee

| hpwctues, has responsibility for activatios in those
ateas ot assiened o other commttecs of the Board
o Dhrectors and may exervese the tall power and
authority of the Board of Dhrectors o the extent per
anted by Dielaware law The Execunve Committee
ficlud e e tings 1 1945

The Audir Committee vompised of s ion
vimphoyee Dhirectars s tespemmbde foe
tewonntiwensduiy o the Board of Dhirectors tha
devoninting taemy o by employed by SYNEN dsoats
imddependent auditors The Audit Commattee s
dutes e lude consulunge with NYNEX s mdepen
dent sanditors concermmg the svope of the audit and
secren i the st results The Sadie Comptter
e cosisaelts wath the mdependent audinoes with
reard 1o the adeguaae s of anternal controly and
et with appropriate corporate personae] to
revtew mternal auditmy programs and nodings  1n
Cars the Sadie v omeattee held six mectings

Uhe Commttes on Benetits, composed of four non
eoploves Directors, is responsible for reviewing and
approving for presentation o the Board o | Nires toars
compensation tor & Mheers whooare members ol the
L LI R TALE raup  enior
Sasagers o admumstening the S Y NEX management
mcentive plans. keepang mformed as w the admanis

wrg e ko AW

tration atid managenwent of SN ES s emiploe

baerrved it planis ard snsuring that the aotion:
Ot ers and benefit plan adonestraton are o 1
beest anterest of the particrants g and berchar
of, such benetn phm he ©lommuites om Thonts

atboith =] |t

absor approves or disapproses the prasaen
posed new trustecd cmploves Benetit prlanis il
materral changes bosuch beneht plans e the B

ol Ihirevtors and, further, tecommends v the 1o

of Phrectors new benetit plans and progranis and
armendments thereto whin b e dosively Benetir ~eng
Mlamapers Socmweralser o the b omoettee on Herwetite
i ehiaable to receve benetits undee any ol such
benetit plass The Committee on PBenetits et on

five oovastons in 1UA15

The Somnating and Board Adfars Commnnittee, i
posedd ol three non cmplinee Directons (ks
recommendations tothe Board o Dhitectors s aneern
g the selection of candidates s nomonees bor
election as Dipecties and advises vncall dhirectorshap
practices In recommending candidares tor the esatdd
af Threctors the comitntes secks mdwoduals whio
have tie exprernnios and expertise whach will allou
them torcomtoibuate sagnibcantly B NS Y« sliodiae
[he committier s goal s tooreate o Boand thay s
it and Palagond s membwershup consistent
with SYNEA s equal cinployient opportunity jreilics
Sy SEA Dharetors mist havee integrity and indepsn
denve anid beowilling to represent all Share e
pather than a spevial Eaterest on ComsTiruei
[harevters peust alsr bs il 1o commat the seles
wary te aned ety te propare or atieind and
paarbie bty s Pt and oomnmmf e misdtimgs Il
Sonninitang and Board Atees Comnouttes hebd four
ticvtings o 105 Shane Chwners whi wish (o sugiest
guiabitied candidates shoobd wrte e the Ssccrvtary o
SYNEN  aparation ot TS Avenae o the Americas
New York Sew York e statmg i detal the
il 10 dtaonis oo such [Rersertis Bt cunsideration b the

seommnmateingg andd Board Sitars © it

Compensation ol Phrectors
Directors whie ate ot ernpldovess receve an annizal
rotitter fev ol 330000 a4 few of $1MRD Tor vach
Powtd and cormttiee meeting attendead Naon
mplovee Dhrectors who seps as hatrpersains ot the
commpmrttees of the Beoard receive an aibdinonal annual
petaiier few ol S5 M --ruplu_\-n- Ihrevtors may
et to deter the weeapt of all or a part of ther tees
and retainers o drrently, amounts so deterned varn
siterest. compoutided quarteslv at arane cgual W the
A% L nterest rate fon ten veal 1 it ~tares
I pvasiny meaters fou the pricvaus UjLrartet




rvEil n Proay Statement

At the Meetmes Shaee ©hwnees will be asked o
apiprive certan changes to non emplovee Dhirecna
VOIS L por) which were .h]llph“.' I the Board ol
Iairectors on December 210 1095 T hese changes
cwhich aee detaled an this prosy statement, begine
mung on page 38 will affect the manner of pasinent
ub the anmual retwner and pension benetits of the

sorcemiploves D hirectors

Currently, under the SYNEX Stock Plan tor Non
Lmployee Directors, each non employee Director s
pranted 1000 shages of NYNEN Clommon Steck onoan
antal buses Son emplinese Fhirentoars elected by the
Bt 10 B vacancies and fesly created dicector
ships 1. the intenim between Annual Mectings
recetve a provated grant based upan the number of
tull v partial months such Director will serve
Between his or Ber election and the next Annual
Nevting A commuttee of the Board, consesting of ot
minre than theee Darectors tor such lesser numbae us
there mav be from tme to timet who are not clpgible
tor reverve wraits, admmisters and mterpeets the plan

S einploves Dhrectors are entitled o reomburse
ment for out ol ket expenses invurred i
conneston with attendance at Board of [ hrecors
and commmtter mectings Lo addition, XY NEN
-|||..-.|._j.-- :1|||1-|‘m;1'|r1'.rv I rectors with tean el aoe it
TIE PR AT u'hrrl ol Y SN I1ll‘h||1l"-“- ]”hl' h"l-ll

pist od the tra el asndent insurance pobicy tor 105

o apprisamately 31000

U nder thie curgent SYNEN Nom Bmployer T hrector
Fosmnm Pl pending amendment subpect 1o Share
Chwtier appiosal an the Mecting ) cach on emiploses

[ ires tor whio servas on the Boasd of SYNEN o any
ol its sibsadiar s, and retires tom the XYNEN Board
wrthou tninamun of v veans” conthriad wrvice on
sure b B wrds as a o employer Directarn gualities fora
vanaehy [ "‘l”"l P30 of the | hirector s anmeal
setaimer tee cendhuding the retaner roveved e chinning
Jocommenttee of the Board 1 Penaioan pavments incres:
i"n E“.
et sereed s o B of such fee The oo

of the annual retames fee lor each additsomal

e midnieetend ter rethent the Birst stfsayquent msorvase ot
an e the anvnaal petamer Top serviee on the Bodand ol
bowongg thee D hipecton s retareinest ~uch PRTisso L
pagabile e guualified D hrector upen () setirement from
the S 50N Peand dnmad oo the attamomaemit ol age 1

Phires tors ane chisbde g guarticpate m the Phirectins

o baritabde Award Program, which s designed w
ackrow ledge the serviee af Directors and to recoeneee
the tnti] sttt of NYSNEN and its [ hirectors i
aipportinne worthy cducatomal and chantable mstita
tiin b omder the proerim SYSEN will contnibute up

e ST anlhion b b exennpt orgamisation s 0 designaned
P a Dhrectin . pavable over aten year peetnad, on
bechall o a parvcipating [hrector whao tetires o
attains age 65 iwhichever ocours later ) ater five vear
of service gn tie Board of XNYNEN or dies o
baecommes divibled while wrving as a hrecnae Al
charable deddctwns accree to SYSEN and the
vidual Iirectors derive no inancial benefit from the
program. NYNEN has purchased Tife insurance an the
[ revtors, namupy S5 5% as beneliciary wha b
expwcted] i pevover the vonts al contnbutnis aniad the

PRI Pet VTS

I Nrectors who are also cmplovees of NYNEX or
v ol s submidiaries peveive ne remmidie cation bor

SOTVITNE I Yitwu i s

|Election of Directors

ilteinn A oo Pross Clard)

ke Besaed of heedtoes consists of thirteen ti
Bers, hivided it theee classes, wind dhe werns ot
vach class staggered so that the erm of one class
expires at cach Annual Meeting of Share Chwners
S Wollam £ Ferguson, former € hairmman of the
oard and Chiet Fxecotiee Cicer of NYSEN

tass 1orasand o | heector sinee 197, petired an g
[ Nirector on Decembaer 310 1995, and the Board was
peduced tooits present number Oin Nay 1 190
P Randalph MW Bromery, o Phirector siee 186
will retire i accordanee with the previously
describand cnuee pulicy, agd 11 oas .1.I':Ilh.'|p.lll.‘ni thiat
the Board o [ hirectors will b reduced on that ovcur

Famede b Dww Jwe f'|1l'1'|1iH'l'i

The terms of Dirvitors i one class, consmtimg o
frour | hevotirs, expute at the 1R Apnual Meenne
| BT
|":u.\!.- Cammnatee antends e vote for the election o
the Tout nomiaees T theee yeal terms expiong at the
1099 Apnual Meeting, i vach case subyevt 1o the
tenure poliy desnibed on page 34 These pominees
Bave Bevar seliected by the Board on the revomimen
Jatson ot the Somunatimg and Board Affars
Comtintice TEany nonunee becomoes unable o

stherwise anstrocted on the proxy card. the

unwilling o serve at the tumye of the Meetng, the
shates represented by prosy wall beovoned ton the
feratmnnge tomdnees i far any submtitute non
vt sl designated by the Board The Board of
irectars docs not anticaipate that any nomines will

b umavartable to serve

| he tallowing wis (orth mlormation wganding poin
cipal occupatin, other magon athbations, NYSEN
Connmmttes memiberships apid age, tor the four nom
pes arad cach [ irecton continmng m olbe




FYE R Proaay Slalamant

'Nominees for Election at this Meeting

Cllass - Verms expiring at 1999 Annual Meeting

Lodewijk LR, de Vink, President and €t Operatimg Otheer of Woarner Lamibwr
Chamnpaary st 1L Pavoutive Vice Pressdent (1990-1991) §hirector of Warner
Lambwrt Company Dieector of NYNEN since July 20, 1995, member of 4 et e
Benetits Nt 3]

cmanisel to the him of Skadden Y ~late SMeagher & I
I

Helene |

1

hoaplan, L

roaal ]||| May i1-']'-|TTl!1h'1=' SIOres

T I bita (Company, U hemical Ranking

Clrporatety. Sletropsidatan Lt Insurance Company and Mobsl Corporation I et
AR EN s VUK e of Comumittes on Henetits and Pabile |{l'-.jﬂ'1l‘-|1-i:i['-

(Clommubtes A

Flugh B Powee, Prosident arnd Uil Pxecutive 4 Mhicer of the Sational [ rhan aeagus
simee TR % e Preselent of Rocketeller Foundaton (1988 1964 [ Nppvite ol

."~1-."||-1m]:.'.ar-. | 1t |I|\|..T.l.'l.-- i LTI RITY !JIH'Lh-r iul '\."l'\'|"\ sl !’-'-_-'i|i|~' | :'1'1"'-
member of Audit Communtee and Public Responaibality Commatter Age 54

Fvan G. Seidenberg, Charman of the Board and Chief Executive Otheer of S350
simer Aprid 1195 Presudent and # el Execunine Lhcer Janary MNarch 1950 ot
Cyperatinge A dthcer OSLach Dhecemibr PR N e Uhairmman of the Weoard (1941 1'R)5

Foaes utive M rce President and Prossdent of SY50% Worldwide Tntormmation atd Clellular

services Ciroap 1R T0T Dhrector of Alledsignal Ine . NMelalle Corporation aticd
Yoo bon B revuee of WY NN 1 Charperson of Pacoutive Commmttes e 41
[Incumbent Members of Board of Directors
Class 1= Derms expirmg at 1997 Annual Meeting
Jobhn Bradenias, Prosident Frncritis Sew York 1 onersty, since 1992 Preoadent (108
P2 Dhirector o Dy Crarpaeation, Texaca T and scholastie, Inc Pheevtor of
A ALY simee 1 ember of Audit Comnattee and Public Responsibality ommutte

.\1_:.. L

Coompnettes and Eharpeerson of Audit Comnmtive Ky SH

Ehrabeth T, Kennan, Presclent Enwntus. Sount Holyobe Callege sinms June 1475
President (1978 107050 Dhrentor of SNortheast L ibties. hentucks Florme Mutuwal Ll
Insutatioe Compans Rertacby oo Life Insurance Bomipany Futnam Funds, lne and
Ualbsots Toe Dleree i ot %% 508 sipwe P mwemiber ol Nomanating and Poard Atlars




Fredere V. Salerno, b ice U barean of th I 1 manve and Business ey g
vb SNYSNEN sinee PR Presadent of SY5ES Woorldwade Servi en Gipoup I 1000
P Pressdent and Choet T oweoutse ©iticer of Sew York viephone ompans N
1991 hrector of Avnet Ioe 8Ovranee and Rowkland 1 ndiees | I b Peiar Stean

i ."”H"'”!" % |I'|. anl \ IRTRLILE [|.. Fhnootor ol SY5SEN spee 1YFrL mersdser ol b ivan

oottt Age &

Juhn K. Staflord, Chagman of the Board Presadent and Chset | oseotee © Mheer ot

Nmwrniah Hosmie Products Caorpsorat foe 1O o the paernsd TR LR did ot |

the adldaenal vtle of Presadent o Dyearor of AlledSignal Ine 0 hemocal Banking
Corparation ard Netropailitan 1l Pstaraniee Clompany Phrector ol 55108 s [HR4

ke ok Fomance omamnittes amld | ‘:..|..':~r---|. o U st o Bonietst Y N

Class T Terms espiring at 1998 Annual Mevting

P Richard L. Carrion, C harmaen of the Board, President and U baet Bsevative @0 heer o
HanPonce Corporation Thark holding conspany | sice 11FRD I Vs b ool SYNEN s
Fobrwary 1 1PE25 mwenidwr of Sodet © vannuttee an | ( aarpannnnt tas sant [l il e b
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. IVirewviies Propovals

Ratification of Appointment of Auditors

ltem B8oon Prosy Cand)

subiect to Share € baener ratiln atns th Herardd ot

[ ¥t torse wponn e ommeasdbation o the Susda
tonirnttes. b reapgeoanted the Bees ot Lampers &
Lowband 1L F 7 Coopars X Ivbrand 1 Cernlied
'l Aceountants, as ndependent audimoss oeoaada
the comysolidated tirane wl staterients af %5108 T
the fissal year 190 Campers & D brand has auditad
NSNS hnancial statements smee S S EN S o
parration i TR

O o mote representatives af Coopers & L yvbrand
are expected 1o be present st the Meenme Phew wall
Bras e the oty B ik o statement ol they s
desite atid will be available to respond o appropn

atle .iurﬂ:-::rh

I Share Chwners do ot tatity the appomtment of
Coopers & Lybrand other cortited pubilic aoooun
tants will e considered by the Board o Dhrectoes
upeont recommendation of the Audit Commutte

Your Board of Directars recommends a vote
FOIR ratubcation.

Directors’ Proposal to Approve
'iChangu: inthe Non-Employee
Director Compensation Program

Proens 4 o Proovy € lard

Yot Berd of Darectors reciminends agpiproval of
certann hanges i the compwnsation progran bor
cach member ol the Board of D hrectors who o g
anc U heer or emplovee of SYSES o ans al ats
attiliates Cnoncemplivee Direstors o currently

cheven m nambwer

Vo Dheeembwee 21, T99A upon the recommmenddation
BNYNEY S nanagenwnt the Poand o Plire s
aprpreni ] amd ot sabpect to Share Gl
.||l|;-lnl-.|| thie S SN L anpeaatiom S boangrlosan
b o Betamner Stack Plan " Betamer Plan and
cortum amendments to the SYNEX Carpotataon San
Liplover Durector Pension Plan (- Pension Plas
| he Retasnwe Man and 'Glh‘ amemdad Pensuor 1an
will change the GRS ProgTam tor nan
canployee Dhirectors by providing for ) the
h'|1|..1. S aaTsall wl the SYNEX stk Plan bia S
Fplones Phirectors Ssck Plan™ with the asnal
grant of 20 shares of NYNEN Comman Stk
Shares s part ob the anoual Dhresc o petamern
prder the Ketwmer Plan effective May 1 19098
the automane payiment m Shares of 50% of the
atice of the anpual Dharector setamer fee, oot

rrhgl 8 FFiie g At e

Nas 1T tRMs, (o an the Dhligvetar o ddiseret
Jrave toann Shares of the senaiime b | Y

arceal Phrceron retaimer tos annd o B i th

sratinkal Lottt dJ.er;\'r-lm S SR LT O (SR & . N
Slav 1. 199, aned Ui the termanation of battr

b Bits wnder the Pension Plan and the wodantae

arvverspean ot g D Nirector o aos Taassd Pt e 1

~faren elfetive Someust 1PN T B chane o
disietied oancrease generally the portoon o

o emplinee I e tor coammpweresatoe that i vopts
basedd therely wligning the | hrectars mterese ;

clisedy worthy those ol the Share O sners

Raetwimet Pl Dl Ketaer Flan o designd =
pronasde tot employes Directors wath an addaton
propowtany interest i SYNEX 0 s mannet tha
VOI vy with COnn e iinatiofy PECrarns ti} ribi
miajor vorporations s should serve to pronnm
YN Do tenm anteeests by attra tong anid
ettty qualtfied and expenen:ed leddiers of b

s ancd uther hields

| madei the Retaiter Plan, 21 Shares woll bwe o graretied
T e beoneen emplos e Do tonr as part of hus ar har
sl eevasmer e, provided that the amtal eran
tar the paerind July 1198 thooagh Dhecembaer 8
Lo shiall be 125 mhares  Thess Shares woll neplac
the Shatis ciirentls granted under e Suwdk P
whie e ol b teprmmated Toowdditioes can 307l thy
bt e oot the o emplase [ ¥itwa toot dnbiaal fotair
T I T lit'li'lll'lllll'i.l I'I'llllt fagiae T Litne by the
Bowrd will be pard autcanatically i Shares and o
up e the semanmng ¥1% of such antial retainer fe
atied o 1oL o the Climimutiee charperson annal
petmnet Gy e pand i Shares at the Darector
chev o ~uch vlectnn shall be cltected by tling a
ST gt o with the secedtary o NYNTA atid
iall T prgves sl sl sl pespect o tha drest pruesren?
O Fetartiet et smoaibirninge nds Hlang sis it his aftee
the alate oo the ebigtiss Vupther, the eledtion shall
vt o el t untd ernunated or needibed by

w etk B the Sevrelany

shoates rantid or pad under the Betamer Plan shuadl
b gaaggeid atnd delivern ot cach non emplines
1y tesp gne foae armballome s G or s sewenn as Praditi
sl aitet the dates that cashonstaliments o then
bl teramer ten are scheduled 1o e pand T
aveotdatoe with the terms ob the SYNEN
Compwaration Son L anplove | hreton Dheledrad
otmpersation Pl s amnndod Ideterral ifian
canh Dipecuoe iy mabe o prospective eecron
deter the recey o all o amy porton o the Sharvs
b bae granted under the Hetamer Plan Al Jetvrral
crpee nsation w i bowoild otherwise have been




sorrid m Prowy Sustemand

pravable carrently in Shares shall be credated 1o the

I hrector s acevant under the Deleiral Plan. I‘!I'H'r'l'l-l!'d
that, i liew of being so credited, compensation
pavable in Shates may, in the sole discretion of the
Commtiee tdesenibed below ), be wssued 1o and held
by the NYNEN Corporation Non Lmployee Dhirector
Frust 1 Frust | for the penod speaified by the
Iirector an his or her delerral election

The Retwner Plan wall be admanstered ansd inter
preted by a committee ("Commttee” 1 which shall be
comipeased of theee [irectors for such lesser numbser
al [Mirectors as there may be from time o timer, all
af whom are not eligible o recenve grants or pay
ments under the Retamner Plan The wtal numbser ot
Shates that may be granted under the Retaner Plan
iy not eaveed 30000, subject to adjustments
deemed equitable by the Commitiee to prevent dilu
ton of enlargement of nghts resulting from a
recapitalization. stock split or other sumilar change in
the corperate structure of Shares outstanding The
Shares may be authonized but umissued Shares o
Shares which have been or may be reacquired by
SYNEN whether purchased in the open market

or otherwise

U'he Board of hrectors may at any o amsend o
terminate the Ketamner Mlan, provided that no alier
At ot apendment may be made whach would

i pvase the number of Shares which may be granted
ey ept pevsionsty disoassed equitable adpustmentsd
o o hange the category o Directors ehigbsle under the

Fotamur P'han

Penswn Plan The purpose of the Pension Plan s to
reward for past services those non-employee [ hrectins
whime Tovalty and efforts have made sigrahcant contn
Butions to Sy NEN Do quality for o yearly pension
wnder the Pension Plan (prior o amendment by the
Board . cach non employee Dhirector who sevves on
the Board of SYNEN o any of s subsidiaries miust
petire from the S5 0N Board wath o o of

P wacars comnbaied servoe onosuch Moards as a nom
vimpthoies Fhrector A L hipector with hve years semvice
i cntitled tioa pension equal 1o 50% of the Dinector =
anial retamer bee fexcluding the retiner received 1o
chasting o comttee of the Board )l Pension payiiens
it pease By 1O of the annual retaner fee for cach
auddlitional vear served up o LO0% of such fee The
penisn s adpusted to retlect the first subseguent
mcrease, 1 any, n the annual retaner for service on
the Hoard follineang the Dhrector’s retirement Such
prnisiog is pavadile tra gualibied Dhirector upon (1)
retmenent from the NYNEN Board and (o} the attan
mwent o age (5

F he Pension Plan has bsen amended, subject o
Share Owner approval 1o termimate the ool of
future benetits thereunder eflective Augus 1 1rs
Filective that date any non empligee Phireotor aly
bas served as aonon emplovee Dhrector on the Boand
of NYNEX or on a subsidiary board Bor anoagereeate

of at least tive vears will be goven the opitin 0 con
vert the present value ol hus o her Benetits nder
the Penston Flan e Shares Taeept s desonlad
Facloaw, thiv Pl el ol the Phrecturs bonelit

shall be determned as of August 1 1PN

I a Durector makes the alyve desoribed dotetaion
election. e o she shadl v by entitded tooany othee
baerietitn umder the Pension Plan Thee ¢beariem shall
by srrevocable and shall be made by tihing o wnitten
form with the Sevretary of SYNEN poor to Pebruars
1, 1M I a Dhirectar desss not elect to convert biys o
her scctued benetits into Shares then he or she <hall
receive & vash penson upsin retitement from tha
NawEX Board and attwmment of age 05 ander th
terms of the Penswn Plan pror woes amendment 1
a Ihrector files the Approp it clection o prrr
February 1. 1990 and retires oo the Boand prse ©
August 11K the present value of s or b
baerwetits unader the Pension Plan shall b determined

as of has or her retiretnent date

It the I hreotor makes the comuersuon election thy
abwer of Shates determaned apen the conwermon
shall Baeidepuomited by SYSEN wathothe Trust The
teustees o the Drust wall b direvted 1o bold the
shares issued 1o the Trust, recenve duadends ther
an, renvest such dividends e adiditional Shares as
seen as practicable atter the ecapt of such div
dends and. pending such remvestment invest the
dividend |uruu-.‘dn. e such g mmaniner as the trustees
deem approprate The Director shall have the
authoriry oo direet the trustees excrcise oF s uting
rights with respect to Shares credited o the

b ton s aecvnt bt slall Bave roooother rgghies

with respect 1o sech Shares

Phe Ihrector s comversiom electiomn shall also i duds
an elevtion with respeat 1o the dhistiibaion o Shares
bl by the Trust upon the Fhireonor s cvasing o serss
on the SYSEN Bowrd Shares may b distnibuted
vither i one payment. i ups W en approsemateh
cyual annual ipstallments. or mapprosimately cgual
quartetly payments for a perssd of up toten vears

Fhe total numbser of Shares which may e granted
under the Pension Plan nuay nor exceed 30000
subipeet to adjustments deenad squitable Ty the

Foxecutive Clommittee of the Paeard te presint




. Share thwners’ Proposals

dilution or enlargement of nghts resulting tfrom
revapitabization, stk split or other simular change in
the corporate structure or Shares outstanding The
Shares granted under the Pension Plan may be
authorized but urssued Shares or Shares which have
been or may be reacquered by NYNEX whether pur
hused 1 the open market or otherwise

T he Penston Plan is adninistered and interpacted by
the Executive Committee of the Board of Phrectors
The Pension Plan may be modified or terminated at
any tmie, provided that no such modibcaton or ter
mination shall affect the nghts of a Direcor te a
pension to which he or she had bevcome entitled
(ash payments under the Pension Plan are made
fram the general assets of NYNEX and o dssets are
carmarked i respect of any amount due thereunder
Share payments are made from the Trust, subject to
the claima of NYNEX creditors

The foregoing summary of cach of the Ketamer Plan
and the Pension Plan is qualified i s entirety by
reference 10 the full text of such plan, a copy of
which has been hled with the Securities and
Exchange Commussion. Although approval of the
Retainer Plan and the amendments to the Pension
lan by Share Owners s not regquired as a matter of
law, the Board of Directors believes that ot s appro
priate to give Share Owners the opportumty to vote
on matters of this kind Share Owner approval s a
cundition of listing stock ssued under the Hetamer
Plan and the Pension Plan on the New York Stsck
schange and will exempt the recapt of shares
wssued under such plans from Section 1oib) ot the
securities Act of 1934 Approval of the Retaner
Plan and the amen 'ments to the Pension Plan
requires the atfirmative vate of the holders of the
rrpeirity of the Shares proesent, i Porson af b
prony, and entitled to vote at the Mecting

Yaur Board of Directors recommends a vote
FOR this proposal.

Share Owners’ Proposals

Proponents have stated they intend to have the
tollowving proposals presented at the Meeting  The
proposals and supporting statements ate et
bulow  Approval of a Share Owner Propaosal serves
only as a recommendation 1o the Board of Dhirecrars
1o Lake the neceasary steps to initate such actiom as
called tor The Board of Directars has conc luded o
cantiot support these proposals for the reasons g

prrn Proey Sate e

Share Owner Proposal 1

Miw Evelyn Y Davis, Woatergate Ofoe Balding
2600 Virgmes Avenoe, N Suie 215 Moashicton
P Aamidy revord owner of LA shares ol SYSEY
ommmion St k. has stated that she sttensds to b
the lollowing proposal presented at the Mecting

"RESOLVED “That the sharcholders of 5% %EY e
ommend that the Board of [heecton take the
necessary steps to remnstate the election of direcrers
ANSL ALY nstead of the stagyer syatenn whic L

was recenitly -IL:'HPtL'li
The supparting statement by the proponent s

TREAS NS L anl recemtly dieectors of N RPN
were clected annually by all shareholders

“T'he wreat magonty of New York Stk Exchange
listed corporations clect all then direetirs cach vews

This msures that AL directors will b e
acvountable 1o A1 1 sharcholders cavh yvar and 10
w vertain extent prevents the sell perpetuation of
the Board

‘Last year the owners of 1200217 178 shares. repas
sentng approsamately 37 3% of shares soting. soted
Fuil this ||ru|I-||'-.Jl

T you AGREE, please mark yvour priss oK this

resulution

Your Board of Directors recommends a vole
AGAINST this proposal.

The Board ot [irectoes notes that the proponent has
subminted an wdentical proposal yearly  commenon
with the 1 Annual Meeting The Board of

| hivctors continues to believe, lor teasons stated
telow. that a classihed board s in the bestoantereas
of SYNEN and s Share £ hwners

Cuprently, under SYNEN S Classitied Board
Peision, the momiber of Parectors anovach class s
an nearly equal i numiber as possible wath vach
Pheector serving For theee years and with one class
being elected each year This provision s sinalar
those which have been adopted by the stockboldens
of many magor corporations I the opiian of the
NYNEX Directors a classitied oard of [ hrectors
tacilitates contmuity andd stabulity of leadership and
policy by assuning that expeninced petsonned farml
ar with SYSEN and s business will be onthe
Board of Thevotors at all timmes The classatied Broard
ab Dhirections i alwo mtended 1o prevent procipitons
changes in the composation of the NYNEN HBoard
and. thereby, serves to nuslerate those changes in




Wind o Proey Stalement

NYNEN policws, business strategies and opwerations
which the Board of Directors does not deems to be in
the best interests of NYSEN and its Share Chanets
Board classification s intended o encourage any par
son secking to acguire contral of the Corporation to
inttiate such an action through arm's: length negoana
ton: with management and the Board of Direcnes
wher are 1na pesition B negotiale a Tarisactieg
which vt tiall NYNEN Share Uhwners

It approved. the proposal would serve as a recommen
dation to the Board of Directors 1o take the necessary
steps “o remnatate the annual election of all 1 rectors
Such steps would nclude the repeal of the Ulassified
Board Prosiston in the NYSEN Restated Clertibcate of
lncorporanon, which requires the afimmative vote of
tully 75% of the outstanding Shares entiled o sote at
a suthseguent mecting of Share Ohwners

Yourr Board of Directors urges that Share {bwners
vt ALAINST this proposal

Share Owner Proposal 2

NMr Hans B Resch, 155 West Gl Sreeet,

Sew York, New York H0O2ZE, record owier of Bk
shares o Y51 N Clommaon =twk, has submtted the

Foalbivw g pl’:]pn.'ull

CHESCLVEDY “That the NYNEN Clorposation
sprectticably st an s annual seport all donations and
comtplmitgons ade 1 chartable and pot-tor-peatn
orgamzations by SYNEX and any subsidiaeies, and
thiat the tatal wnount contnbuted dunne the course of
the vear be stated as aoseparate e the fimanal

taldes ol the annnal weport espreanally sinee this soa

very large apiount seanmng the S200 oullon mark””

SUPFORTING STATEMENT At recent annual
r1|..-|'r|11!_:.-. o nunﬂw[ il h‘”lm '\Il:lll'hl]ll.{l'[‘r \1Inl'||.!|._'.'

l.u|1|w|rh-d my corbento that a hst of L'|Iilr1luli1 W
comtributions could castly be primted onoone page of
thv anmual report, except for smaller matching on
rrbutions tor emplovees donatons lespite the
ustal fsguided oppositian by the Board of

| e tors amd management to thas amd other shar
Fodiler pesedutisns the numbser ol shares voted in
favear ooty pessslution D nearly doubled during the

st low vasars

i one band SYSEN claoms that s chantable con
trrbwitons ane of vital st lanee T the CRE T At
b abine thiese ddimsations enbance s standing i the
community aand improve s puhllf II!‘I:1..]|I{l.‘r Why then
exclude this vital imformanon from the annual report
and 1y 1o hade it frome the shareholderse

T b

Nevertheless the ard and manapement Contine.
o clamm that ot would be toa costly and hurdes
somie’” to provide only 4 e g TR Y PTR
contributions in the annual report Mo utee o
sense! In the annual report and other corgrrats
publications dozens of pages of photegraphi ot o
work are printed an lar greater cost prosedimg
particulat ssetul intormaton to sharcholdees o
potenual imvestors

And as to SYSEN s abter boosend o listing ot conte
hutians o shareholders requesting this intormation
sharcholders have commeanwated 1o me that vither
they never rovmved a TORWITSAT OF that venly a0 =i
mary of the largest contobutions was sem

'O particular]y ooteagenus commbution made s
SYSNEX and whoch the Board of DPhecctons bas refised
tin L*k]‘l!iln for the Jras sovetal vears s why g senuor
SYNEX officer was prosded with o SO0 0080 i
TI0HY LM Bt tetitemment tor start ber oo fowendation
L nliess there s bubl pubbic diselosure apaestionalids
domations '-I.IH |:h' mmaide o an [R RPN RIIATS Frasis

et NYNEN refuses 1 contribate too Pliined
Patenthood because s policwes are toa contronversial
Nevertheless it eowilling to support cqually ot
versial n'lll.::nl-h imstitutons whivch are stronuly

upp.m'l] to o worman s tight toochoose

N et onr tention o guestion vachoand
every contbution and decision made by the S0
Foundation However, under a verll o) secnecs Lisog
tany vy, a o lear pattern ol favaritismm wind pues
tirible donations has l.‘:ll-rtgni Full dhsa bosuire in
the anmual sepeort g mduce the Foundatinm te b
miore wven -handed and equitable in the distrrhution
of tumds which atter all belonge to the sharebi

it

The 20 rubieon distpbured annually v chanitwes i
Bahalt of SYNEA sharchalders should be done o
-|.'|_=I.|.|.=,,|.l|'li!, .1“.1 It 'r-'t'.-‘l.'[ lh.\' diversaty il llln shirs

holders and custommiers of the vorporatinn

IF the 8200 sl ddistrbatesd anmeiably toe ol
e belialt ot SYSEN atd s sharclioks
tor enhancing our public image and standine motle

|
I E T S FES R AT

commumity this idormation mast b meloded ot

annual report!™

Your Board of Directors recommends a vote
AGAINST this proposal

The SYNEX contpbutions prodess s conducted m
an entirely open manner with full disedasee The
Bisard bas long recoimized that contobations nbo
mation shoubd be available o S SN Share




. Shate thvapers Fropusals

and SN Das miade that information available
However. the Annual Bepornt o Shane Chwnerns i
mtended o be asvinapsis of Businiess activat, e
paven vt sather than o detwled sconting There
fev. we Bave consistentls lghlehted and desenibed
NAYNEN s philanthrope proceams wd contrbutions
i a detailed Cotporate Responsibahity. Beport aval
able 1o all Share Owners upon regquest Thas repaor
Jdescribes the grant programe and the contoibution
guidelines pursuant to whieh those programs are
sebectnd Moreover, specitic Bistanigs o corparate don
tributions are Tally dischsed, as required, o federal
andd stite repulatory agencics and are available o the
public on request. The Board ob Dhnectods b lieves
that to go bevond the atorementioned polivy, that
it providy detaded intormation o the ieer one
yllion NV NE N Share Owners, when net mote than
& tew humdred have exprossed an antezest, would s

be preadent o practical

In 1V9E, the SYNEN Gaanoly of coatipanies anade
chantable prants totahing approsamately 31905 nl
Fiany petbecuprg SN N s stromg comuatnient e
corporate soctal responsabnbiny Inoadditm. 355108
bais srrstitutiod Jrograms that encoaraee ol 1oty
crplon e PArTICIPAtIoN 1N CommiE S result
i iy by thoarands o emploves hours desvoted
b chantable work without compensation The Board
ot D et in qustatrabdy proud of SYSEY S plilan
Pheogr elborts and will comtimue 1o share thie

it maten with anterested parnses

Yot Peoard of Dhipectors urges that share Lhaners

e NCOAINS Tty propuosal

Share Owner Proposal 3:

N fobie 1o Calbwert aned M Shargaret B Calbsery
2] st btk streer, Sews Yorks New Yok 10121
UL o bostees of tamily trasrs holding 4,038 shares
Ao NN aemron Stock and oserang of revond an
addmionad 2152 shares, amnd N Edith Rudy and

St Fodwand Rudy, osvners of $1E shares o 535018
§oommmn Stk have atabed that I!'h."_L ptemd 1o

B tin e |'fil|"'"“‘i| i"Tr-rll'h.'q.I Wt the MMevtny

b=l By han the stockholders of SYNEN
Corpeoration asseinblod o annual meenme m persen
aned D prosy herebin regpaest thie Thwind o D lirectors
Ve tahe thee steps e essary to paovide o cumulative
cotamne 10 Ehe et of b toes, which nicaris
v b st b Ledder sball Bweoentathod o as many votes
vehall vsqual the b o shares e or she owne
pittiphiesd By the amber of divectors o iw chected,
aind B oo s iy cast alboon suchovotes ot a sy
rididate od L taao ooty of then as b o she

i o=w A

REAsoNs A aldormiea Lo praosoados thar all stan
peenston Boldmes and state college Tunds s dated
shares must bee voted o Baverr o aumlatics cotaznig
pnliuul-., show ing incredasing teventitioe Hohy s

wortanee of than demovratn iwans of el fing dires bt
" torbun of 1 t vl }

The National sk Aet provedes b cumaiarsg
Loar by

(L AT I maany o ases Cormpdries gttt
formmnne holdig comgpamios without camalari e v
e Banking authen s bave the night to guestoon
the s apabilits ot directons to be on bankane boards
i imans cases authotities come n abter and sy the

e ter o directons were not tiuqllllli'l.l W wirre

delighted toosee the SEC bas iinally taken action 1o
prevent bad directors from being on brards of pub
i CEII PR~ I b sEC should have hearings (o
prasaent such grersons becomng directurs beture

they batm msestors

W think cumulative voting s the ansser to f1ead

e diretor s for varions cotnnnilees

st onnnweridataons have been made o carmy ou
the 0 0 KE= 10 pornss The Pl should b oo
apment vy cuminlativs coning atd ending stag

gopind braards

M D Ahaska bavamie o state it took away cumula
e voting ovet our objections The Valdez ol spull
it ave been preventod ot envaronmental dinectors
wety elected through cumulative voting The huge
detivative bosses maght hove also been prevented with

Cumulative vontng

Ny successtul corporations have cumulative v
g Eaample, Penzoil defeated Texaco in that
famous case Tngersoll Rand alvs having cumulative
voting won two awands Fortune magazine ranked it
wcond din s andustras  vmeniea s Nost Admired
Lovarpwafaalionmis annd the Woall Street fnm!u"nrl nated
an almest any criteria used o evaluate manage
fieint Ingersoll Kand excels 7 In 1M and 115 they
rawd their dhividend

[ owkheed Mo asoawvll as VW R Corporation
o Fave a pros sion that of anyene has 40% of the
hares Cutindatie votmg applies, 8 applies an the
Pl T |l||11|'hl'-'|t

Lo 005 Amwrncan Prenoer adopted cumulative
vitine Allepheny Power Systems tned o take away
winnbative woting, ds well ax put ma stagger st
annd ~tockholders deteated it showing stewbholdees
atv interested i therr nights

I voms avree please mark vour prosy o this resolu
v ctberwse b wall automatically be cast against it
arileas wenn T marked o abwtam
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Your Board of [hrectors recommends a vole
AGAINST this propasal,

Fhe Board of Drrectors believes that the present sys
tens of elovtiog Dhrectors, o which those Directors
tecery e o pharabity o sores cast by the Share
Charrers an o whiole are elected, bt Tepirvnnts the
mtetests of all NYNEN Share Owners Elecnng
Purecnoes i this mannet avonds the aggeavared
Com et Ehat catn emocun i Poard activimees when a

I Vg Nasn wn el fand By e noow comastitoadon v W ha b

aapnatklatie wertani pades woomded bostes

Cuinubative vonmg isoaodesce that can be used by
relatively soall fuctions ot Share Chaners to elect a

| it throueh Sstackie of ther vores  Dhipectons
elected mnosuch a manner may have ther lovaley aned
judeement compromised and directed roward the
interests of the particalar comstitueney resprnsibl
fior ther clection This e Tead o partisanshup
annate 1 Yire tors and mtertere with vach [hirector
tuduai rars H'\;\llhihl]ll\ frooan® an the barst anterest ol
alb Sy b Share Chaners  Funthermore, cumulative
vt can Iw u'lli;1|ll1.ri|- wn oo ive tachi, such as
theeatenmye tooobtan Boand representation. moan

et b ges ol anflie s e g e ng

Il snagot ity ot coumguanines histed on the Sew York
wtewh |oa hanre clect ther dipvctors i a faahin =
dar toe S 5ES The Beand of hrectors believes that
llu' sl i Irlr.1| I '|hl-|. i 1II.- o=t s |'|'|-F||'~
)

avcvptesd wpprvpeiate i dhemea ratp practne ava

abile atd shoubd B setamned
Your Beard o Ihirectoes urpes that Share §wnnrs

viite AL AISST this ]l-lln]\u'-.I]

'Other Matters To Come
Belore the Meeting

Aok deess b the o s planmed. tollsed 1y
aovrwnad ovssson paeteed durime whach Share
i s walkl have an oppsatanits 1o ask sjustions

bt the busaness of %Y S5EN

It iy ngatter rpdd i ul‘li‘q'kl hoeroan should come bertoee

the Stevtme, the Prosa U lommattee of the Boand o
I'hirestors wll sote the Shates r.-pn—_w:'.r.-d b it
acs otdan e woith s best pedement A the timee thae
Presa statenent went toopress, NS EY bnew ol oo
vther matters which maeht by presented for Sharne
Crwtwer vt ab thie MMocting. wath the eaception
TINIINILEE ||F|||!h|| Fgoaiin 1E||\ | LLARAYY slatetent e

vdret to W rnile o adnl v |'uli.|IJ|I-I|- L] (T

| fone 4 amipe Heateadi -

Submission of Director Nominations,
Proposals or Other Business
at Share Owner Meetings

Proospaanals intepndedd fin ane lusion i nest sear’s pross
sraterrnent shiould e st 1o the Sevtetary of NY NN
Eoppotation HES Svene of the Nimernas, S
Vork, Sew York THOM and muest by revenvand Iy
Sovembwr T8 1R

whiari b hapers wlioe ol ped colamiut pargsesals Lo
IR R IR T T T L ERE LA B PRI L Voo Tove apitsennid Lis
[ ERETR ST | pllllhl.\.li_ matriiniataotn bt T vos ar ethin
Frgsaimess (o consacderetion af amy miceting of Shan
e ners are !'|'||1J1Ii'{ for ety the Ssceetary, of
SASES of ther antentions aand poososde vertain other
intersation an wdvanoe of such meoching, moaecor
d-llh v '.\llh the |,'-r-m-iur- N l*I'TJ||l'-J L1 1'“' ShNEA
e Taws Share & bancrs ity shad i rl'mb-ll:h; Ally
aomation oF proposal shoghd reguest a capn o th

ey 1oaws frogn the Secnctary ol SN

Committee on Benefits Report
‘on Executive Compensation

o ovar Share (hawners
A oprniary ol o the ©onuttes o Baenetses

{ Samrittee s toodeterminm and oversey the
acdmuristration of cortpaetsation for NUSEN S
Pavvutive M ars Dy thos capaty the Committey s
i atised tee vpsarang thaet % S % s cumnpwnation
Jr-rh- e b oo B ' ats ol e ey i A R
the acluevenuent of Y %0 < short and long teéren
Prarsaziess olgectives Jeecareyang out s responsebaly
Frs thee U cignmasttes posiew = thae recommuendations oof
Coaupetisat oo cnnsiltimge tem enpaped T NYSTN
Fhere ane woverad puamcrples bt guede the i

i = e ay ke bk 11 |!h [T TESPTE TR

o Lanpbiasasr a pay Tor peertorance philesopiby
S TR IR AT ol seveianll IR Tinal i (R | 1] I S iilihs

P ers v o te the tudbelbenemt o 0% N s Ry @vals

- I{. Pnuliof s hw LT Eae BT of Ladii s il "}hl:l'l'
bt valie ctvabion throaeh thic use ol several
oy compwensatiot Plans, vachoot wloe b provides
Foseoutive © M eer~ itk walue wlen Shiee Chwgsers

e weartespwineding gathis

- I‘ R T b T Y 1*--‘ T IR BT R 1", | EURT)
trae b Mhcers wth e vbgecs tive nd sty rIuI!h‘hllil!‘
Flie cramnamn iy et foste of manags e ard Share
Ul nets Phbely prrometong the masimgatien ol

Foars 0 Fugpnet waakiig




bowes wvass 0 sfpapw s afjoin

o Tapeets executive compensation bevels ab rates tha
are cobsstent with levels at comparabile Compuanies

Cuampratable Commpanes” L consisting o the an
pther Hegomal Holding Companies as well e 123
large andustrial compantes wath revenies aosees of
51 bathon and 29 mdusteal companees with wiles o
approsimatebe $15 batlon selected b comps s
comnltme firms aildvising the ©aanmattes

s Mlauntans a tital ETELT AR TR PR L R L R RN L ]
eaccutive pay o n pudgimy the appoopiateness o
tewatds or WYNEN 'S Faevutpve Ul

Lo 1000 the Gl approtad aocompdenbs e
yomperation program for S50 8 s | aeoati
Erbeers  Dhes progean s charas tered by long
witervals between salary adpisiments, astrone and
Jipevt comnection Ik.'l'a. 'l 1hIII=\'rI"uI||"H atid
SAOUNEN s stovk proce aosinede stieambined comipeen
satton plan e replace the poer Lacoutine and =enu
Management Short and Long Term Incenvve Plans
marndatory deterval o a portion o anentne carmngs

amd s vihanead erphasis on stisc b options

Fhe v simmtee beelwsos that the new commpsensanion
pranstatis will retvn as a |\--u.1'rtu| vatalwst for dipes teng
I aevunine CHbeer activitios inosupjort of %3508 -
ol b ement and thar o wall appropeatels ooy
pee the comtpbateoms of the | oses oteee O hcer groap

Dresemption of Eacoutne Compensanon Policies
I s NANEN S policy o target lovels of Paeouting

i '”‘h v -"TT\]M'II‘-“I““ Iei |'|.'Hr1_'! IIJ‘. ratis thiat ane t'ui‘l
calat Uianpaatabde Cianpunes U onspston? with
S s Dok (et ceneinbationi e bl
commpsctisation el s bead or byt pates ban
undder the terms of the nes compsensation framea ok
b vaesances depend o SN stk e

apprreceation and denomsteared operatme socess

Ihae prencapal elemente ol the nes compsiisation
prowtaii ate a ment degen base salare aosangls
value creation based, varable compensation apportu
ity atnd stewk optiens B addimon S8 50N has
tetrnabated s supphemental eaeonton tipwnd
bttt paension plan and repla e b w detiand
comtpibrtaon plan i which oo balt of il annoal
comtrrbtions tooar baecwtve UMPier = aocoumt st
I ansested an shages of SYSEN o sk

I VORRE the conmpwemsabions comsaltir fiven pee
widdodd the Clomnnuiter wrhe sugvies anibormenatson
companng NYNEN S Exevotive CMwer Coangeoisation
o towdian OO exccutive comipatisation ol
Comnparabde Companies  Thes date s aned than
SUNEN Baccutive S Mfteers salaties poedin 1100 anil
1outal L'||[n|n'n-u|||n[ Wels appronitnats I ar the micdiat

rortal n Py Statermaend

pand by ¢ omparable Companes The Commutter ba
used this omparison b dassist o settig FFIS salars
levels varabile compensation award vareer fisels, ani

stuw b opliun crants

sevtion 102m o of the Intermad Bevenoe Code of 110,
ithe t sde " peperally demies a tax Jeduction 1ooany
prabihiely beld corpemation lor cormpansation tha
eveveds 1 mdhon pand o any prosy named ewecu
tive uta tasable vear, sobgect tooan exception b
‘pertormance - based comipensation as debined anothe
Clade and subyect 1o cerhon transition provisions
“.uu- \..[,"h'\ |1_|||| e s MY SN I e titove A bt
tor VRS wall comtene 1o bt dedu tible s e
stich atmsant will excead the 81 mallem liumn

i ATt ool =i I'l SYANEN Ij\l'l utive b M e
tor TR revenved under the vaneble compennatien
plan als <himld guality for the  performance hased
Cotipwnsation” exception st the =hare $ wner
approced terms of the Pxecutive Clticer Shont Term
Inwcentive Plan comply wath thee stepulated regquit.
ments of Section Nm) prwermng e Las
deductilsility o i b incorme et o The exar. s
ul man qughllrnl ik r'lrlhllllh L!I.‘ll“l‘\.l ”11’"“)‘:!!
Phecendswr 3, 10905 should be tully deducnble s
the hare Crwner approved twrms of the 195 Stk
Oiption Plan also comply with the stipusbatid. regue
mwerits ol sty I Notwthstanding tha
Cesrnnanttes « bweliet thae I secutive i er COTTI M L=
tion wall b tally deducnbhe, the 4 bmnmtter toseses
the right 1o guas Compwniatioen that i et taw
dedicnbsle of ot s determaned to e thae bt
sterests of SYSEN amd its Share 4 haners

Salary. 1o 15 the ot hanged ats polios
wf arinual salary feviesws to one of considering the
salary Joevel ol |_'.|¢'I1 [ wecuuve © NHeer anee Ve 1=
mnths  Dhe linger intervals between salary activns
Al the Ulimmmntee to assess e accutately
commrabitaons o vach Exesutive Cer amld te ik
salary devastans accordingliy

SAAD % s enecutive compensation pobes s o estaby
Tishi g Pavcative § e salurwes at levels thar
retlect the mmwidian salares pasd b U nepacabic
Compunies In deternummy salars lesels pand By
Connparable Companies, NYSEN roviews a il
if e Ul Ve G lIon surheys cotductad b e
s ottt firmes whoch o by antorimatnn
reparding salaries pand Bayothe commpranies sl

the “hare 4 bwoner Berarn Portormance Loaph oo
tned n tus proxy statesien

salaries tor experenved Eaecutive 4 Hhoers an
e teed Boovary from those o entry besel Pase .
COicers retecting the imcambent s bemonst e |
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comtrrhuerions e S Y SNEN s el a bewenent i
assessing whether salary anervases wre warranted, the
Caommuttee ~ prscpal consderation i the Exccutree
EMber s pertocmianioe on the gobe cludimg the
TTITRETR RV B losecutive O hicer s had on eltecing
atratep o chanee Phe Climmmnttes abso review s any o
all ot the ol ine factors i assessng salary actiones

o nternal compensation equity

= L omnpensationn e tioes o ([t r|||i‘|.|.r.lh|i'
Cltnparmes, and

o | he Paovutive Cheer’s les el of pespansibalirs

iy aned enpwertise

Exvcutive Officer Short Term Incentive Plan. The
Comuuttee bebieves that the new Paxeeuntive Choer
shvart Lerm Tokenn Flan " Sbhort Ferm PMan 7 as a
cornerstone i remoroing SYNEN s paycbor pertor
i phidosophy Becinming i 15, awands from

vty

”Il'l (RS II'J'II"‘l'Hl Tlll-' ll'lll"i l1'|'1h l'lil"'l‘li "
S FE A T AT R R R ITTRTERY available o Excoutive
£ Mbieats
mthiasd ~.n|.'|3 n'w.ln]::‘lg murlll[\[hhmt'n'l"- that
crvate vabae tor all 53 SEN Share Uwners

Fhe shoet Derm Plan s characterized by s

i ~heirr T Plan provides secotve £ e
woithe e cippmat ity S At icentive Compaeisation

Troiene Tk bn »etifua™

s Achsesement ol annual pestormance goals tha
comrelate with wadie creation, amd

o SN S Donal share Usener Botuen oomipaned e

the venueres conweratead by the Ulompaerable ©omipsinies

I b sunn oot the awards carned relatve o thes
avevmphisbnents commprses an Facoative C0 e s
vl l i cntiee compeemsation ewand Pavnenn of
eirne Denid ol the ineemitave award s mandatonds
deterred andd deterred acoount balances are o redatend
weth mterest cach year at o rate equal te SYSNEN -
anstutialiacd Torad Share Owner Kot onen the p
coadine thaey codr prernind 1 B badd ot aec b oseouting
e~ et redd aeeedimt balanoe o distribiuted aftes
the vtnd o eavh pvar The feianng deterred account
Fralan v variws over 1o Qg LA Fhe acvoumt
Balarie o os grased ot full wnly wpon the Execanve

EHB e < retirerient oF cther termmmation o sefvice

Yominal e Gunaly Lach year, the Camnuttey
% PSRN T T s s e stions and recommends
tor Board of Threctors " Boand ™0 approval perbor
mvanice poals el a hevesent of whach sell enhance
Y %N« vl
revoanenernds to the Bognd masimuan les els of pertor

Il 0 wammnitter alsr review o and

pivarie for detviiming the ultimate payinent of

awards Pog thas purpose mas o mvans the lewel
LU e LR R TR T above which noonctemental sncentiv
awards will be pard - Achueverment of the masimum

pertirmriance Tevel resabts o an award thar s egual 1o
o halt o the s possible wiventive comipan

vatgn paywent

It Faevvtive U hicars im0 P05, the approved goals
were onclusively hnano il and related to pre estals
Lishied Tevels of SY SN Ser Incamie and ©ash Flow
Keturn on Investment D he Commuttee also recom
mended. and the Board approved. Service uabny
In'l:.ind.i.h!h at vach (R AT RIS e H.'F the achievermenm
of whih were imtended oo musdity imcentive award
lewels for every Pavoutove Ciiboer I 1PP5, thien
witi te other Laetors the ©omnnttes conmnbenad an
determimang Favoutive & Hhcer i entive COTI W Tl

tion awards

Fotal Share Criner Keturm | osevutive O uees also
catty entive awaards Based on NYNIEN Taotal
Return to Share & hneis stock prace groseehand dis
whenads |1.mi over the P s twelve munth Pt pnd
compared to the returns generated by the sx other
Roegional Holdimg Companies Top telative rankane
By S SN vielids aowards cgual i siee tooone hadt oo
the maspmum incentne [ravment |n'lll|l“1|'r|t' tor the
Foaecutive E Mtwer under the plan Lower NYNEN
rankings generate progoetonally smaller awards

Uhe Besels oot peentine vomipensation vatned by the
presy daid esvoutives bor the 185 fiseal vear ane
pethvted i the s o olumen of the Summan
tompensatom Table vontamied in thas prosy stat
ment For the 195 pertormanee sear, the Comnutter
dhetermnasd that the Uligpsaate X Tivwwiene giwal biad
Fewrn o Dinevond the Caashi D low Retuen on lnvestnien
Fad browtnn e Bvved, and wabang o account pertor
manee dgainst service Qualiny imperatives the
Comntitter awarded Tasotine Clboers 41% of thea
prasrien Wooenbve awards 1 he Eornmttee alsi
determnest that SYNEN » Total Share Clwner Retung
tor phe ywar plaved ot ot relative to the

i camparable Companies and. theretore awarded 257
ol the mraxsriam incentive award for thes factor tor g
vt ] b 0™ of the masoraine awand j:u'...IMl-'
o Poaeritive Ubcers O ball of these awands weire
datenmiativally alioberrnd avevirdatios with the termes
o the Short | erm Plan

Semor Management Long Lerm Incentive Plan.
Soocgrants were made under the ploc i 195 and
e Tuun e Erants ane pjanlll-l bovaewer the ],'4'.”“1‘ ub
the 1902 1905 performancy pariad s reflectad o the
summany Compensation Table bnoaddimon, any pay
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cuats toer the 1904 10006 and the 1993 1T pertornmance
perieads will b contamed in tuture prosy staements
as these performunce penods are completed

Fach yo o, the Committee recommends to the Board
for approval grants of long term incentive awards 1o
Favvutive Officers The Cammittee establhes & mas
senusrm award based on an assessment of the average
loang term award levels at Comparable Companies
[ong term incentve opportuniiics reanforce SYNEN <
policy of requinng stock ownerstup by Eaccutive
Ofticees in support of building Share Chwner value
Plan participants have the opportumty to carm iven
fve wramipwnisdiion over a four-yeat prerliormnane fwr il
hased on two factors, each accorded equal weight

o Keturn to Share Owners
o Ul porate achwvement of strategn ubipes v

Return to Share Ouners. Payment of one-halt of the
mamimum award s determined by relerence 1o
SYNEN's Total Return to Share Oweners (stock price
growth and dividends pard over a tour-year perisd)
as compared with the returns generated by the six
other Regonal Holding Companies. A top relative
ranking of NYNEX vields awards cqual n smize o
one-hall of the maximum long term mcentive awards
pavable under this plan Lower rankines of NYNEN
genetate proportionslly smabler awards

Strategn Ohgectives Payment of the remaring one
hall of the maximum award reflects the Uommuttee’s
assessment of management's effectveness dunng the
tour vear prerisd i positonime NYSEN lor futore so
cons I comducting s assessment, the Commantes
constders regalatory and legislative progress. business
growth and focus. custamer service and guahity, and
cmplovee relatee ssues, vach accorded approsimately
cual weght The Commmtiee can recommend to the
Berd for its approval pavment of up to one-halt of
the maximum long wrm incentive award pavable
under this plun T strategic acce nmphihrncntn

Awards are pad at the completion of cach perfor
mance peried in e combumation of cashoand shares of
SYSEN stk Partiopants mray elect the extent ta
which they are pad i stock However o encourage
stock vwnership among Executive Ofhoers o nun
mum of one half of the value of the award must b
pand m SYNEN shock

P the 122 1995 petformance perosd the
Commutter determined that SYNENs Total Keturn
to Share Owners over the penod relative 1o the ather
sin Regional Holding Companies was below the ta
gt besel and, therefore, awarded 177000 the

rivhEE Frony Statedtess

maxinm long teom moenisng wwared bt thes Laoni
[ he € ommimattes als ettt d thiab there was iz
fant progress momplementing S5 sirnees
objectives and that the warger obpective lewvwl haed baen
exevedied and. theretore, awarded v Executive
CMfwers o payout o SO et the paxamium o neem
L)

award for this facton for 4 total payout of G55 o1
the nuimium award payable to Fxecutive Ot

Stock Option Plan. Fach year the Uimmittee
ommends to the Board for d|'|i‘:|'“h|| grants ol stis b
options 1o Laccutive Officers. Stock optinns prosde
Faeoutive Cfhicers with the opportuniny o acguire an
equity nterest in NYNEN and to partioipate i the
creaton ot Share Owner value as reflecned inogriswah
in the prwe ol SYSEN Common Stk 1 onder tha
werms o the plan hee ophion exeriise (e s e
for JORE L ol b b roar ket salue o S NEN
Commen Stk on the date ol spnon grant tharety,
erisuring that plan participants will derive benetin
only as Share Chweners realiee l'"'"""‘l"'lrliilhi: Rains i
ensube o iy term perspective, Opoms s o T
year term and Dodome exervisabde ab the cammiiatio

rate ot o thand per vear for the fiest thifee svars

The numbset af aptons the Computtes may erant m
a plan year 1o the Chiet Eaccutimve e and athaer
pross mamed Executive Ofhoers s limated by thy
plan i vach case i 250000 pptions i actnial
purnbwer o options granted s based apon campetinoe
compenstion practces. as rellooted inothe survess
of Comparable Compames as prepated by the con
sultine firband the imdividual Preontoge Oteer -
perhorimainn e as cotppratedd T the perlonmane e ol
other | sevutive Cfhcers

The ¢ommtee believes that the practice of granta
stin k optains annually remnforces NYSEN s pobicy ot
FoLfLLIEITIY stk o lu'l\f.lp I Executave ©iheans
Furthermoe, options anly provide value Fnes
five UMbcers when Share Chners realize positin
returns on theit mvestment i XYSED Do thes wa
stis b option grants rew ardd Execitove Cbwers vnly

compunchion with value ceation Toe Shane Clwner

Restricted Stock Award Plan.  he Commatnie alwe
administers the Kestnoted Stock Award Man and
determines the by emplovees 1o whom Restricted
Sromc b aswards woll be granted. the nombwr of shares
e WA ST oo Stonk with respecr toowh b
Restrnoted Stowk awards wiall beomade thae appbi i
restrnc tion periods and any other termis and cradi
tons of cach award The purpose of the plan =
attract and retain sebecred andividuals of exeepteco
skl D b erant crteria rethoct the ©ommatte -

rl
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assessienit of thy reguizements tor hining and
retarrning the particular mdivrdual Restroted Stock
awutds were granted i 1995w certamn new
appomnted NYNEN Officers. but none to the prosy

namwd D avecutive Ulicers

Rationale for Chiel Executive Oflicer ("CECY)
Compensation in Last Fiscal Year

Salary. The CE0Ys salary s based salely upon com
prbitive compensation practices M Sedenberg wis
mamed Prestdent and CEO of NYNEX on January 1,
P95 Ca Jansary b 1085, his annual salary rae
was mercased to SO0 ta give recogmition o bus
mew position and to bring 1t more in line with com
pensation of other CEOs i Comparable Companies

Short Term Incentive Compensaton. SMe Sedendsrgs
vartable meentive award for 1995 setlected NY SN s
financial perfurmance discussed above Inaccor
dance with the terms of the plan, the Commattee
revommended to the Board that it approve an award
tor A =erdenberg equal o O0% of his maximun

I'H l\uﬁll"lli' .I'.N.-'.l.l'd

Long Term Incentive Compensation. Mi Sadeaberis
avatbable longe term incetitive awards are also a0 tun
tor of salary and are based on compensation practices
teit samlar obs i Comparable Companies As dis
cussed abonve under the headimg Semiot Management
Lomg Term Incentive Plan, Return o Share Craeners
and stratege obpeetives are cach accorded cgaal
werght meodetermimmg long term ancentine compsn
saitions I P the Commptee revommendid 1o the
Board o long teem award tor the 1092 1995 perlor
mance peried under tie Senior Management Long
Lerm Incentive Hans 1t was the Commurtee's
asseastivent that there was sigmficant progeess in
pnplementing SYNEN's strategic objectives The
Commattee believes that such strategue accamplish-
fent should serve as a plaform for future busimess
success and resultant appreciation of Share Clwners
mvestient over the long term The Clomntiee also
comsidered  Lotal Beparn to Share Chopers, which
was beliow the varget lewel over the perisd relative
the other sis Kegional Holdmg Clommpanies

b aespgtine Vsigypes

Stock Options. In January 1995, the Committe
awarded Mr Sedenberg options to purchase 105720
shares of NYSEN Common Stock at a4 prce ol

$30 32 per share, which was the far market value
that time  The number of aptions granted retledted
the Clommuties s assessment of competitive compwt
saton practices anid Mr Sedenberg s indvadual
contnibution toward the achievement o N 510N

strategac objedtives

Summanry

The Comnuttes is responsible G reviewing
monitonng and approving for presentation to
non-emnlovee Directurs of the Board, for thes
approval, all compensation decimons alfecting
SYNEN Excvutive Utcers The Commnter enidea
ars 1o ensure tiat the entine remuneration pand
Executive (heers s consistent with S5 E % s onter
est in providing marker competitve compensation
opportunities. retlective ol its pay -for prerformance
philosophy. and supportive of its business mission
We will continge 1o actively monior the etfective
ness of NYNEN © eaccutive compenisation plans and
assess the approprialencss of excoutive pay hevels o
assure prudent use of NYNEN s resources

Juhn B Swattord, Richard L Carmon

Charrperson

Lodewnk J B de Vink Helene | Raplan
Cempensation Committee Interlocks
and Insider Participation

Mr Ivan Seidenberg. Uharman of the Board and

Chiel Executive OMheer of SYNEN, a8 a Dhrecton o
Melville Corporation and sezves as o memibser of a1-
Compensation Committee Mr Swnley Galdsten
Charrman of the Board and Chref Executive Uit
of Melwille Corporation, serves on the 55 50N
Board af [Directors but does not serve an % s
{ammittee on Benehits
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/Aggregated Option Exercises in Fiscal Year 1995 and 1995 FY-End Option Values
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{Employment Contracts,
Termination of Employment and
Change in Control Arrangements

O Diecember 16, 1993, the Board of | hirecrons
_.;\;l-n_u'.cd the SYNEN Executive Svveranve Pay Plan
ithe "Severanee Man”) and the Executive Betentaom
Aprcement ithe " Agreement” |t b entered inte
with certam SYNEN Executive CHbcers as well as
certan other Othcers of NYNEN companies Th
purpose of the Severance Plan and the Aurecment i
o cnahle SYSEX and s subsidianies to reman
cortgwetitine 10 attracting and retanimg the ey et
exvcutive talent The Agreement provides the
Paccitove Oficer with certan benelits, pursuant 1o
the Severance Plan, upon termunation of cinpdovnen!
under specihied conditions

Clertan SYNEN Exevutive CHboers ineluding

Messry Sedenbene, Julkur and Reed o exeluding
Ylessrs =alerno ard Senter, entered into an Aprevneent
with NYSEX effective January 3, 1M, Lor awerm of
cimployment o contmnue day ooday M salerng
entered into an ﬂnj'!ln}'nk'm agteement with NYSEX
o teros substantally sunilar v these o the
Apgreciment. brust for & fUnEmum e commen i
August 11 throuph December 310 1900 A neten
ton award consisting of 4 grant of restnctad stk was
made 1o cach such NYNEX Exevutive CHhicer an tha
ue ol signing the Agrecment The value of the reten
o award equals 500 ol the sum of th I univ
e s TP anpal sadary and the standaed asoand
granted under the NYNEX Serior Naragerment =hoi
Term Tncentive Plan for PRR portormanc

Doarige the teron ol 18 Agrevinent, divedensds o the
pondin tod stk will by gertvestend an adiditionial SN0
peatricted stk The retenion aswand seston tioms on tha
restricted atock shall lapse at the e of termomaten o
ermplinment only i the Esecutive Chcer sobuntands

“Tu[.lh'.\ tremi |'ln|?il Wil w ith tiwe cotisnit of the
Chasrman and Chael Exccutive C4heer of SY505 o
i the case of Mp Serdenbwerg, wath the comsent ol the
Poard of | hrectors), dies. o s tezmunated b S5 508
without canse during the term of the Avtecient In
the case ol all other termunations, the sestos o] shie b
will e doedeatend b the Foacvutive 8 e

A bocecutioe et who separates from actee o
vice with the comsent of the Charrman of the Moard
and Chied Exeeurve Ohcer tor, me the canse o

M osenlenbwery. with the consent of the Tewrd or

I Mrasi tives ) it o u'l'.ll.ihll Trasnnn i BI% e Sfsnb jron
v Coethie terens of the SY5NEN Poree Manoawonenae
Plan. and in esther case signs o separatoom aires e
and release or dies daroe the teron of the

Servement. shall b entotfed 1o severane s pravowen

Fhie seveianmoy [ravinent wrll Bwe the svalue ob the ge

|V ermannrnaipvims «f | |||I||u,||,|,'||'| ari b b harng

ancted stie b mncluding remvested divodenids wta
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L ilwet s Seevement. plus an addetsonal thiree tie
walary as o Jode 1 PFMs for N Sesdenbweg and 1
tirnen sth b osarlary toar STessrs Saleroee . Jalkut and
Kewd amd certam other SYSES e ative U
andd e bt skach salary for certan witharr 4 Mpowr
SYNEN comipannes plus imrerest ac ppend hasasd g
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cption ol the %10 prpmaration ™ ouimigs P lare 1
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Caopipans v af e Pxccutive 4 Mbcer Bas an vl
menl agrevin bl othier than the Agrevinent with the

Emplovine t osipany

Sl Senter cetered mtooa thiee year eriploy e

A Teerert wath S %A csanmeniceny Sweptenalbece
Pk The agrevient i wlios Lo w sden om b

ool BOAKLIRRE g pestrn ted XN SEN Shaires wh ke vest
At the rate of ot thord per vear. subyect ne certan
comditionis U nder terms al the agrecnwnt, of 5 %005

termnates M Senter s ecmposment watk
proa o the thard anmiversay of the oo enens
of hs emphbosment e waddl contime toonooei
mnthly pavenents egual to ks base salary wnnd the
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pranted well werminate, and perlormance units under
the Seror Management Long Term Incentive PMlan
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market value of SYNSEN Commeon Stk duninge the
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ton o nomimation tor election was previously sy
.:|l|1|:m.'.'n.i|_ L T COMTIPE IS o LUy ol the Board
of Dharectors The assets i the rrust. hosever
torain subpect 1o the clams at S50 s peneral
creditors mthe event ol nsolveno

Share Owner Return Performance Graph
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PART I
Item 1. BUSINESS.

General

NYNEX Corporation (“NYNEX"] was incorporated in 1983 under the laws of the
fState of Delaware and has its principal executive coffices at 1095 Avenue of
the Amer.cas, New York, Hew York 10036 (telephone number 212-13195-2121). NYNEX
is a glebal conmunications and media corporation that provides a full range

of pervices in the northeastern United States and i1n high growth markets
around the world., HNYMEX has expertise in telecommunications, wWireleas
communicatiens, directory publishing, and video entertainment and informaticn
pervices.

NYNEX'p principal operating subsidiaries are New York Telephone Company
{"New York Telephone©) and New England Telephone and Telegraph Company
{*New England Telephone*) (colleetively, the “Telephone Companies®)
{gee Telecommunications below)

varioun services 1n the telecommunications and wireless communicat ionp
businepses are subject to the jurisdiction of state and federal regulatoras
Intrastate communications services are under the jurisdicrion of state
publlic seorvice comminslons (nee State Regulatory below), and interstate
communications mervices are under the jurisdiction of the Federal
Communications Commisgion ("FCC") {nee Federal Regulatory below) In
addition, state and federal regulators review various transactions belween
HYNEX affiliaten.

The operations of NYNEX and its spubsidiaries have been subject to the
requirements of a consent decree known as the "Modification of Final Judgment®
{*"MFJ"), which arone out of an antitrust acticn brought by the United States
Department of Justice againot ATET Corp. (“ATLT"] . Pursuant to the MFJ, ATAT
divegted its 27 wholly-owned local exchange companies {("LECs*), including the
Tolephone Companies, distributed them to seven regicnal holding companies
{*"RHCa*), and diotributed the stock of the RHCs to ATLT's stockholdera on
January 1. 19H4

The Telecosmunications Act of 1996 (the "Aect”) provides that any conduct
or activity previously subject to the MFJ 13 now subject inatead to the
reatrictions and cbligations imposed by the ARct (gee Competition belowl

Telecommunications

Hoew York Telephone is incorporated under the laws of the State of NHew York
and provides telecommunications services in New York and a small portion of
roanecticut . HNew England Telephone is incorporated under the laws of the
State of New York and provides telecommunications services in Massachusetts,
Maine, New Hampshire, Rhode lsland and Vermont. The Telephone Companies
mainly provide two types of tel -ommunications services, exchange
telecommunicationns and exchange access, in their respective territories. The
Telephone Companies revenues comprise B88.1% of NYNEX's operating revenues in
1995 Approximately 87.2% ol those revenues are gqenerated by operations in
Hew York and Massachusetts It 1995, revenues from one customer, ATLT.




Companiesn’' general operating area that are served by puch nonaffiliated
companies. On December 31, 199%, these nonaffiliated companiecs had
approximately 1,412,000 network access lines in service.

The Telephone Companies have consolidated all or part of many regional serw.
and support functions intc Telesector Resources Group, Inc. ("Teleusecto:
Repources”) as part of the business restructuring plan (see Bupinesy
Restructuring below). Regicnal service functions are interstate access
services, operator gervices, public communications, sales, market area
services, corporate gervicen, information services, labor relations,
engineering/conntruction and bupiness planning. Support functiono are
gquality and process re-engineering, marketing, accounting, finance, data
procensing and related services, technology and planning, public relations,
legal and human rescurces. In addition, Telesector Resources provides
various procurement, procurement support and materialp management services
*o the Telephone Companies, on A nonexclusive basis. These services include
product evaluation, contracting, purchasing, materials nanagement and
disposition, warehousing, transportation, and equipment repalr managemefit
Under a reciprocal services agreement, the Telephone Companien provide
certain adminisotrative and other services lor Telepector Fesourcesn

Each of the peven RHCs formed in connection with the ATET divestlifurle cwns an
equal interest in Bell Communications Hesearch, Inc  ("Bellcore®), which 1s
held by Telesector Resources. Bellcore furnishes to the LECs, including the
Telephone Companies, and certain of their subsidiaries, technical and suppon
parvicen (that include research and development) relating to exchange
telecommunications and exchange access services that can be provided more
efficiently on a centralized basia. Hellcore gerves as a central point of
contact for coordinating the efforts of NYNEX and the other RHCs in meeting
the national security and emergency preparedness requirements of the federal
government. In 1%9%, 't wan announced that the seven RHCp, including NYNEX
have decided to pursue the dioposition of Bellcore. A final decision
regarding the dispositicn of their interests and the structure o! such a
transaction will be subject to obtaining satisfuactory financial and other
termo and necegsary approvals,

NYNEX Network Systems Company {"Hetwark Systemn-) provides wireline and
wireless network services cutside the United States. As managing sponsor of
FLAG Limited, MNetwork Systems will construct a submarine cable system from
the United Kingdom to Japan.

MYNEX CableComms Groap PLC and NYNEX CableComms Greup Inc. (collectively,
"CableComma") provide cable television and telecommunications servicesg in the
United Kingdom. CableComms is licensed to provide these services 1in sixteen
tranchises covering approximately 2.7 million homes and 167,500 businesges

Wireless Communications
Effective July 1, 1995, NYNEX and Bell Atlantic Corporation {"Hell Atlantic™)

completed the combination of o sstantially all of their domestic cellular
properties by contributing them to a partnership, Bell Atlantic NYNEX Mobile
cellular partnership ("BANM"}, to own and operate these propertles The

combination represents the consumnation of the transaction that was agreed
to and announced in June 19%4 Bell Atlantic owns approximately 62 4% of
HANM, and NYNEX owns approximately 37.6% The partnership is coentrolled




PART I

Item 1. BUSINESS.

General

NYNEX Corporation ("NYNEX") was incorporated in 1983 under the laws of the
ctate of Delaware and has 1ts principal executive offices at 1095 Avenue of
the Amer.cas, New York, Hew York 10036 (celephone number 212-395-2121) NYNEX

is a global communications and media corporation that provides a full range
of services in the northeastern United Statesa and in high growth marketa
around the world. HYNEX has expertise in telecommunications, wireless
communications, directory publishing, and video entertainment and information

oeryvioen

NYNEX's principal operating subsidiaries are New York Telephone Company
{*Mew York Telephonet) and New England Telephone and Telegraph Company
{*"New England Telejhone) [(collectively, the "Telephone Companiesa®)
{ame Telecommunications below) .

Various serviceg in the telecommunications and wireless communications
businesses are subject to the jurisdiction of state and federal regulatcras
Intrastate communications services are under the jurisdicticon of state
public service commissicns (see State Regulatory below), and interstate
communications services are under the jurisdiction of the Federal
Communications Commission {“FCC*) (see Federal Requlatory belawl In
addition, state and federal regqulators review varioun transacbions betweer
NYNEX affiliates.

The operations of NYNEX and its subsidiaries have been pubject to the
requirements of a consent decree known as the "Modification of Final Judgmentc®
("MFJ"), which arocae out of an antitrust action brought by the United States
Department of Justice against ATET Corp. ["ATAT"). Pursuant to the MFJ, ATLT
divested its 22 wholly-owned local exchange companies (“LECa*), including the
Telephone Companies,;, distributed them to seven regional holding companiesn
{"RHCs*"), and distributed the stock of the RHCB to ATLT's otockholders on
January 1, 1984.

The Telecommunications Act of 1996 (the "Act”) provides that any conduci
ar activity previously subject to the MFJ i1 now subject instead to the
renstrictiong and abligationn imposed by the Act loee Competition below)

Telecommunications

tiew York Telephone 1o ancorporated under the laws of the State of New York
and provides Lelecomnunications services in New York and a small portion of
Connecticut. New England Telephone i1t incorporated under the laws of the
State of New York and provides telecommunications oervices in Massachusetts,
Maine, New Hampshire, Rhode lsland and Vermont. The Telephone Companies
mainly provide two typen of t lecommunications services, exchange
telecommunicat ions and exchange access, in their regspective territories. The
Telephone Companies revenuen comprise 86,1%v of NYMEX"n operating revenues 1in
1995, Approximately 87.2% of those revenues ara goneorated by operations in
NHew York and Massachuoet!s In 199%, revenues from ofie customer. ATET,




accounted for approximately 141 of NYNEX'S total operating revenues, primarily
i1t network access and other revenues

Exchange telecommunications service 18 the transmission of telecommunications
among customers located within geographical areas (local access and tranasport
areas, or "LATAs"). These LATAs are generally centered on a city or other
identifiable community of interest and, subject to certain exceptions, each
LATA marks an area within which the telephone companies operating within such
territory may provide telecommunications services {see Competition below)
Exchange telecommunications gervice may include long distance service as well
as local service within LATAs. Examples of exchange telecommunications
gervices include switched local iresidential and buniness servicen, private
line voice and data servicen, Wide Area Telecommunlcations Service, long
distance and Centrex gseirvices,

Exchrnge acceps service refers to the link provided by LECa batween

a customer's premises and the transm.ssion tacilities of other
telecommunications carriers, generally interLATA carriern, Examplen of
exchange access gservices include switched access and gpecial access services.

Certain billing and collection services are performed by the Telephone
Companies for other telecommunications companied, primarily AT&T, and certain
information providers that elect to gubscribe to these servicesa rather than
perform such gervices themselves. In 1995, approximately 1% of NYNEX'so toral
operating revenues was derived from billing and collection services. 1In
1990, the Telephone Companies and ATET signed a six-year contract extending
the Telephone Companies' rolea as AT&T long distance billing and collection
agents., The agreement allows ATET the flexibility of gradually assuming
eertain administrative and billing functions now performed by the Telephone
Companies. The Telephone Companics and ATLT are reviewing a proposed
extension of the contract through December 11, 19396,

There are six LATAs that comprise the area servei by New York Telephone,
and they are referred to as follows: the New York City Metropolitan Area
(which includes Westchester, Rockland, Putnam, Hagsau and Suffolk Counties
in New York and Greenwich and Byram in Connecticut), Poughkeepaie, Albany-
Glens Falls, Syracw e-Utica, Buffalo and Binghamton-Elmira. There are six
LATAs served by New England Telephone: Eastern Masnsachusetts, Western
Mascachusetts., Maine, New Hampshire, Vermont and Rhode Island.

The following table sets forth for the Telephone Companies the approximate
number of network accesn lines in service at the end of ocach yea:

 Network Accesy Lipneg lo Seryvioe
{In Thousandal

1295 1394 1323 da22d 4321

tiew York Telephone . 10, 75" 10.477 16,115% 9,897 9,735
tiew England Telephone .34l Halol L.409 - 5 X 2,604
Total 17,118 L6.578 16.041 45.618 A5.233

The teiritories served by the Telephone Companies contain aizeable areas and
many localities in which local service in provided by nonatfiliated telephone
companies. Rochester, Jamestown, Middletown. Webster and Henrietta, New York
are the only cities with a population of more than 25,000 within the Telephone




Companies' general operating area that are served by such nonaffiliated
companies. On December 31, 1995, these nonaffiliated companies had
approximately 1,412,000 network accesgs lines in service.

The Telephone Companies have consolidated all or part of many tregional nervice

and support functions into Telesector Kesources Group, Inc. (*Telesecto:
Resources”) as patt of the business restructuring plan (see Business
Reatructuring below). Regional service funcrions are interstate accesadn

nervices, operater gervices, public communications, sales, market area
services, corporate services, information aervices, labor relations,
engineering/conastruction and business planning. Support functiono are
guality and process re-engineering, marketing, accounting, finance, data
processing and related services, technolegy and planning, public relations,
legal and human resources. In addition, Telesector Resources provides
varioun procurenent, procurement support and materials management pervices
to the Telephone Companies, on a nonexclusive bamis. These services include
product evaluation, contracting, purchasing, materials maragement and
dispositicn, warehousing, transportation, and equipment repair management.
tinder a reciprocal services agrzement, the Telephone Companies provide
certain adminmistrative and other services for Telesector Besourcen

Each of the seven RHCs formed in connection with the ATET divestiture owns an
equal interest in Bell Communications Research, Inc. (“Bellcore"), which is
held by Telesector Resources. Bellcore furnishes to the LECo, including the
Telephone Companies, and certain of their subsidiaries, technical and support
services (that include research and development) relating to exchange
telecommunications and exchange access services that can be provided more
efficiently on a centralized basis, Bellcore serves as a central point of
contact for coordinating the efforts of NYHNEX and the other RHCo in meeting
the national gecurity and emergency preparedness requirementa of the federal
government, In 1995, it was announced that the seven RHCo, including NYNEX,
have decided to purpue the disposition of Bellcore. A final decision
tegarding the disposition of their intereots and the structure of auch a
transartion will be pubject to ebtaining satisfactory financial and other
terms and necespary approvalas.

NYNEX Network Systems Company ("Network Systems®”) provides wireline and
wireless network services outside the United States. A5 managing sponsor of
FLAG Limited, Metwork Systems will construct a submarine cable aystem [rom
the United Fingdom to Japan

NYNEX CableComms Group PLC and NYNEX CableComms Group Inc. (collectively,
“CableComms”] provide cable television and telecommunications serviceo in the
United Kingdom CableComms 1n licensed to provide these pervicen in sixteen
franchioes covering approximately 2.7 willion homes and 167,500 buninesnen.

Wireless Communications

Effective July 1, 1995, NYNEX and Bell Atlantic Corporation (“Bell Atlantic®)
completed the combination of substantiall; all of their domestic cellular
properties by contributing them te a partnership, Bell Atlantic NYHEX Mobile
cellular partnerchip (*BANM*), to own and opetate thege properties, The
combination represents the consummation of the transaction that was agreed
to and announced in June 1994, Bell Atlantic owns approximately 62,.4% of
BANM, and HYNEX owns approximately 37.6%, The partnership 1s controlled

1]




joincly by NYNEX and Bell Atlantic. BANM, thiough 1ts operating subsidiaries
and partnerships, provides a variety of wireless communicacions services and
products.

NYNEX's other wireless communications ventures include the following: a
venture between NWYNEX, Bell Atlantic, AirTouch Communicationd Inc, and U5 WEST
Inc. which will provide national wireless personal communications gervices, an
investment in P.T. Excelcomindo Pratama, a newly formed Indonesian corporation
which holds a license to operate a nationwide cellular business in Indonepia,
and an investment in STET Hellas, a Greek cellular company which offern
cellular gervices.

The venture between KYNEX, Hell Atlantic, AirTouch Communications Inc  and

Us WEST Inc. is comprised of two partnerships, one of which, PC5S Primeco,
participated in the FCC auction of personal communicationas services ("PCS7)
licenses and bid a total of approximately $1.1 billion tor licences in eleven
cities, of which NYNEX's portion was approximately 277 million. The bid wan
paid upon grant of the licenses and final review of bidder qualifications by
the FCC in June 1995, In 1996, the venture plans to continue to build markets
and build out the network for prospective affering of servicens to customera

Directory Publishing

MYNEX Information Repsources Uompany {*Information Fesources®) produces,
publishes and distributes alphabetical (White Pages) and classified

{Yellow Pages) directories for the Telephone Companies purguant to agreemento
that provide for the payment ol fees to the Telephone Companies in exchange
for the right to publinh such directories. Informat ton Resources. through
gubsidiaries and i1n partnership with other entities, publishes other domesatic
and international telephone directories (including pPoland and the Czech
Republic), provides on-line electronic directories tn the United States and
France and provides CD-ROM directories.

video Entertainment and Information Servicen

NYMEX Entertainment b Information Services Company (“HEIS*) lacennen,
acguires, and packages entertainment, information and other nervicen for
digtribution over wireless and wireline networkd in the HYNEX regicn In
addition, HEIS provides coocrdination, support and overnight toc NYMNEX's wvideo
and information services ifnterests argund the globe HYHNEX plans to introduce
4 branded, price-competitive package of wvideo and inftormation gervicen,

NEIS was instrumental in the formation of Tele TV, NYHEX & national
pregramming and technology partnership with Bell Atlantic and Pacific Teleois
Group fermed to develop programming and othe: products and services for
trangmission over wireline and wireless networks and NYNEX's investment with
Bell Atlantic in CAI Wireless, Inc., which controls upectrum for the
tranpmipsion of wireless video in key markets acrost the nation.

Other Operations
MYHEX ARaset Management Company. 4 registered Lnvestment advioor, providen
investment management services to FYNEX's pension and other trust fundo.

NTHEX Credit Company 18 primarily engaged 1in the business of financing
transportation, industrial, and commercial egquipment and facilitles Lo a




bhroad range of companies through leasing transactions unrelated to NyHEX o
obher businesses,

NYNEX Capital Funding Company provides a source of funding to NYHNEX and itn
gubsidiaries, other than the Telephone Companiea, through its ability to lusue
debt gecurities in the United States, Europe and other international markets

NYNEX Trade Finance Company evaluates and obtains non-reccurse and trade-
related financing for NYNEX projects, evaluates and manages foreign currency
rigk and arranges the repatriation of profits from foreign operations,
principally in developing and third-world eccnomies

Bugineps Restructuring

In 1993, NYMEX recorded $2.1 billion in pretax charges (51.4 billion atte:

tax) for business restructuring These charges resulted from a comprehensive
analynio of operations and work procesges, resulting in a strategy to redesign
them to improve efficiency and customer service, to adjust quickly to
accelerating change, to implement work force reductions, and to produce
savings necessary for NYNEX to operate in an increasingly competitive
environment

During 1994, NYNEX announced retirement incentives to provide a voluntary
means of implementing substantially all of the planned work force reductions
of 16,800 employees. The retirement incentives were to be offered at
different times through 1996 according to local force requirements and were
expected to generate an eptimated additignal 52.0 billion in pretax chargen
{51.3 billion after-tax) over that period of time as employeen elected to
leave the business through retirement incentives rather than through the
severance provisions of the 1993 force reduction plan, HMuch of the coat ol
the incentives will be funded by NYNEX's pension plans. In 1995 and 19594,
NYNEY recorded $514.1 million (5326.8 million after-tax) and 5633.5 million
(4452.8 million after-tax), respectively, of incremental charges for the cost
of pension enhancements and associated postretirement medical costs for
approximately 4,700 and 7,200 employees, respectively, who left NYNEX under
the retirement incentives.

During 1595, it became evident that the number of management employees leaving
under the retirement incentives would exceed the original estimate due to
additional management staff reduction efforts It wan aloo determined that,
due to volume of busineps growth, the expected jpeduction in the numbier ol
ponmanagement employeen would be less and would not be fully realized until

19%9H

At the present time, NYNEX expects the total numbet ot employeon who «1ll
elect to take the pension enhancements to be in the range of 17,000 to

1. 000, conoisting of approximately 7,000 management and 10,000 to 11,000
nonmanagement employees depending on work volumes, needs of the business. and
timing of the incentive cffers

NYMEX continues to monitor the estimated additional charges to be tecorded
and, at December 31, 1995, still anticipates the additional charges to be 1n
the range of $2.0 billion ($1.3 billion after-tax), despite the increase 1in
the expected number of employees who will elect to take the incentaive. Thin




estimate is based on favorable actuarial experience lo: attual pontretlrement
medical costm, and favorable demographics of employees actually accepting the
offer, which have resulted in per capita charges being pomewhat lower than
expected.

Extraordinary Item

The discontinued application of Statement of Financial Accounting Standards
No. 71, =Accounting for the Effects of Certain Types of Regulation”
{*Statement Mo, 71"}, required NYNEX, for financial accounting purposes, to
adjust the carrying amount of telephone plant and equipment and to eliminate
non-plant regulatory apspets and liabilities from the balance sheet. This
change resulted in an after-tax charge ot 52.9 billion, consisting of

£2.2 billion to adjust telephone plant and equipment and $0.7 billion to write
of f non-plant regulatory assets and liabilities. NYNEX now utilizes shorter
agset lives for certain categories of telephone plant and equipment than those
previounly approved by regulators. The elimination of the amortization of net
regulatory assets and the effects of certain changes in accounting policies
are not expected to have a significant impact on financial results in future

periods.

Capital Expenditures

NYNEX meets the expanding needs for telecommunications pervices by making
capital expenditures to upgrade and extend the exinting telecommunications
network, including new conastructlon, opticai fiber and modernization.

capital expenditures also include the construction of meobile cell sites

within the Northeast and cell site digital upgrades through June 30, 1995,

and the building of the cable television and telecommunications netwsrk in

the United Kingdom. Capital expenditures exclude the equity component ol
allowance for funds used during construction prior to the dimcontinuance of
Statement MNo. 71, and additions under capital leapes capital expenditures lov
1991 through 199% are net forth below:

1n Malliong "

1955 $1.1HHB
1awg 71,01
1993 e SO 3 By
1552 S2,450
1991 52,4599

NiNEX's capital expenditures in 1996 are currently expected to be at a level
comparable to 1995 expenditures. Most of such expenditures will be for the
Telephone Companies, Telesector Resources and CableComms.

State Regulatory

Maine
In May 1995, the Maine Public Ut:i'ities Comminpion ("MPUC")} adopted a five-

year price cap plan for New Englaud Telephone, with the provision for a five-
Jear extension after review by the MPUC. Overall awverage prices and specific
rate elements for most services are limited by a price cap formula of
inflation minus a productivity tactor plus or minus certain exogenous cost
changes. There is no restricticn on Hew England Telephone's earnings.




Hew England Telephone is to make ito first annual price cap filing on
December 1, 19%6. The MPUC also established a service quality index with
penalties in the form of customer rebates to apply it service quality
categories are missed. Penalties are subject to annual limits of $1 millien
per category and 510 million overall.

In a related earnings investigation, the MPUT ordered a one-time customer
credit of 52.8 million and ordered that New England Telephone's revenues be
reduced by 514.4 million annually. Purguant to that order, in January 13%6,
the MPUC approved, with certain modifications, New England Telephone's
proposal to use up te §4 million of the reduction to provide new gservices to
Maine libraries and schools.

The May 1995 Orderp of the MPUC were appealed to the Maine Supreme Judicial
Court. The appellants contended that the MPUC should have ordered greater
rate reductions by New England Telephone and challenged the MPUC's authority
to apply 54 million to the provisicn of services to libraries and schools. A
decision was issued by the Court oa March 15, 1Y96, rejecting the appeal and
affirming the MPUC's Orders.

Massachusetts

In May 1995, the Massachusetts Department of Public Utilities (*MDPU" ]
approved a price reqgulation plan to govern New England Telephone's
Massachusetts intrastate operat:i:ons through August 2001, with no restriction
on earnings. Certain residence exchandge rates are capped. FPricing ruleas
limit New England Telephone's ability to increase prices [or moal services,
including a ceiling on the weighted average price of all tariffed services
based on a formula of inflation minus a productivity factor plus or minug
certain exogencus changes. The MPDU alsc established a quality of service
index and tied service quality to the level of the productivity faccor,

Mew England Telephone's inability to meet the performance levels in any given
month would result in an inciease in the productivity offset by ocne-twelfth
of one percent for purposes of the annual price cap filing. HNew England
Telephone's initial price cap filing became ecffective in September 1535. Rate
changes in the filing, which result in an annual reduction of approximately
£17 8 million, relate to switched access services, residence optional calling
plans, business local upage, and conduit atte “hment fees. An additional
reduction of 55.3 million, associated with a wonthly increase of 52.50 in the
Lifeline Service credit, took effect in June 1995, an directed by the MDPU's
Order.

The MDPU's Order has been appealed to the Supreme Judicial Court of
Massachusetts by AT&T Communicacions of New England, MCI Telecommunications
Corporation ("MCI"} and New England Cable Televinion Association, and

MNew England Telephone has intervened in each of the proceedings.

In July 1995, hearings commenced in the MDPU's investigation concerning
intraLATA and local exchange competition in Massachusetts. The MDPU has
indicated that among the matters it intends to address are collocation,
interconnection of networks, intralATA toll presubscription, telephone number
aspignment and portability and univer: 1 service funding. Decislons in thino
proceeding could have a negative effect on Hew England Telephone's revenues.




New York

Incencive Plan

In August 1995, the Hew York State Public Service Commisaion ("HYSPSCT)
approved with modifications a Flan that changes the manner in which New York
Telephone will be regulated by the NYSPSC over the next {ive to seven years.
The Plan is a performance-based plan that replaces rate of return reguliation
with a form of price regulation and incentives Lo improve gpervice and does not
reatrict New York Telephone's marnings, Prices are capped at current rates for
“pasic® services such as residence and business exchange accens, residence and
business local calling and Lifeline service, and price reduction commitments
are established for a number of pervices, including toll and intraLATR carrier
accens services. Certain prices may be adjusted annually based on an inflation
index and costs associated with NYSPSC mandaten and other defined "exogenous®
svents. Depending on whether the Plan remains in effect for five or seven
years, New York Telephone's prices will have been decreased by an amount that,
based on current volumes of businesa, would produce an aggregate revenue
r_duct ion over the term of the plan of $1.1 billion at the end of five years,
or 51.% billion at the end of seven years.

The Plan also establishes service guality targets with stringent rebate
provisions if New York Telephone is unable to meet some or all of the
targets, and sets an accelerated pchedule for the provision of intralATA
presubscription ("ILP"). New York Telephone‘s compliance tariffs under the
Plan became effective on a temporary bargis as of September 1, 1995, and will
remain temporary pending the NYSPSC Staff's review and investigation.

In December 1995, the NYSPSC rejected various petitions that had been filed
for reconsideration of the order approving the Plan and indicared that it had
approved a Staff plan for monitoring New York Telephone's compliance. In
December 1995, MCl commenced a proceeding in the New York Supreme Court
seeking to overturn the NYSPSC's orders with respect to the Plan. MCL ansertas
ag unlawlful, among other things, the lack of an earnings cap in the Plan and
the establishment of the 151 million set aside and the provision lfor its
gubsequent releape to New York Telephone Both the HYSPSC and Hew York
Telephone were named as parties. New York Telephone filed its anower to MCI's
petivion in February 1996,

Competition II Proceeding

in September 1995, the NYSPSC tsgued an order resolving certain iosues in ibS
proceeding on local exchange competition in New York State. HNeaw York Telephone
must provide White Pages directory listings at no charge to customers of
competitive local exchange carriers (*CLECS*), but may negotiate fees with
CLECs for delivery of the directories to their customers. The NYSPSC alsc
wotablinhed a reciprocal compensation scheme tor the payment of accessa rateas
when New York Telephone and CLECs terminate traffic on cach other's networks.
In general, the NYSPSC'o plan permits “full-pervice, facilities-based® local
pxchange carriers to pay a lower rate than other carriers will be required teo

pay The NYSPsSC alpo determined that New York Telephone must, upan regueant,
provide services to interconnect CLECo that are collocated in New York
Telephone's central offices “inally. the NYSPSC directed CLECS to provide
ILP

I December 199%, MCI commenced a procesding in the Hew York Supreme Court
enallenging the NYSPSC'a reciprocal compensation scheme for interconnection
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between carriers. New York Telephone intervened in the proceeding and filed
an answer to MCI's petition in January 1956.

In December 1995, the NYSPSC igoued orders resolwving varicus procedural and
operational issues related to 1LP, The NYSPSC approved New York Telephone’s
proposal to implement ILP for analog central offices as those owitches are
replaced by digital equipment. Hy the end of February 1996, Hew York
Telephone had implemented ILP in all of its digital switching systems.

Other
Effective January 1991, the NYSPSC authorized a $25%0 million increase in

Mew York Telephone's rates, of which 547.5 million annually remains subject
to refund pending resolution of certain issues relating to transactions in
the years 1984 through 1990 between New York Telephone and other NYNEX
affiliates, In September 1995, the NYSPSC's independent consultant concluded
its final report detailing findings and recomnendations, and an NYSPSC
administrative law judge issued a procedural ruling for future hearings and
the filing of evidence. In January 1996, New York Telephone filed notice
with the NYSPSC of 1t intention to open seotctlemeat discussions in this case
and requested an extension of the date for the tiling of testimony,

Pursuant to a 1993 NYSPSC order, New York Telephone may retain a portion of
1993 earnings above an 11.7V return on equity, depending on its attainment of
specified service quality criteria, with earnings above 12 7% return on eguity
to be held for the ratepayers' benefit. New York Telephone has cubmitted a
report te the NYSPSC showing 199} earnings below 11.7%,

In November 1995, the NYSPSC directed New York Telephone to file tariffa co
remove regtrictions on the resale of residential services, effective February
1996, or to show cause why such restrictions should not be removed. In
January 1996, following Hew York Telephone’s show-cause response requesting
more time for implementation, the NYSPSC issued an order requiring
implementation, with respect te both residential and business services, in
Ocrtober 1996.

New Hampahire

In June 199%5, the Hew Hampshire Public Utilities Commission approved

Hew England Telephone's proposed toll rate reduction targeted at omall and
medium volume usage customers, effective July 1994 The annual revenue effect
of the toll rate reduction i cutimated to be approximately 36.8 million.

Rhode Island

In January 1996, New England Telephone and the Rhode Island Division of Publaic
Utilities and Carriers filed with the Rhode [sland Public Utilitiesn Commisslon
{*RIPUC") a proposed five-year price regulation plan to succeed the price
regulation trial that expired in December 1995, The proposed plan provides for
no restrictions on New England Telephone's earnings. Pricing rules would
limit Mew England Telephone’s ability to increase prices for most gervices
based on a formula of inflation minus a productivity cffset, plus or minus
exogencus changes In addition, a quality of service index 15 tied to the
formula as an additional, one-time offse New England Telephone's inability
to meet the performance levels in any given month would result in an increase
in the offset by ocne-twenty fourth of one percent for purposes of the next
annual price cap filing. The proposed plan will be reviewed by the RIPUC in




hearings to be scheduled, with a decisicn expected in the specono quarte:r -0
1996 .

As part of the proposed plan, New England Telcphone has agreed to introduce o
new Statewide Calling Plan cption for rewidence customers which would: allow
unlimited toll calling within the state lor a tlat price of 525 per manth,
requce local usage prices by 351 million: and continue the Internet trial for
schools and libraries hegun under the previous price regulation trial, with
additional funding. The annual revenue effect of theae three efforcs Qs
estimated to be a reduction of approximately 54 million,

In June 1995, the RIPUC 1ssued an insitial order in the competiticn proceeding,
expressing an overall policy favoring loral competiticn, asserting
jurisdiction over potential local competiters and requiring scamless
interconnection of networks In December 1995, the RIPUC 1soued a revised
gschedule for testimony, discovery. and hearings in the next phase of the
proceeding, with a final order proposed to be issued by July 1996 JAmong the
iupues being addressed in this proceeding are interconnection of networks,
unbundling, telephone number portability, intrallATA toll presubseription, and
univeraal service funding

Vermont

In September 199%5, Hew England Telephone filed a rate case seeking an annual
\nerecage in rates of $12.2 million. In February 1396, the Vermont Public
service Board ("VPSB") approved a stapulation filed by Hew England Telephone
and the Vermont Department of Public Service, which will result in an annual
inerease in ratens of $7.5 million, effective Maxch 1996. Ao a result of the
VPSE' 0 approval of the stipulation, New England Telephone intends to withdraw
its appeal of the VPSB's orders in the price regulation and earnings dockets

In December 1995, a propooed decision wab ippued by the hearing officer 1in
rhase I of the VPSH's proceeding on competitian, which would direct

Hew England Telephone to unbundle certain elements of its network, allow
further unbundling upon a showing by the r:questing party that unbundling 1o
technically feasible and that demand exists, and set pricing rules for
wholesale and retail services and interconnection. The VELGH o expected to
rule on the proposed decision by April 1946. Phase 11 of the proceeding will
iddreas gpeci i pricing and technical guestions with respect to local oervice
il intralATA toll competition, including ILP and interconnectlon A declaion
i1 Phase 11 is expected 1n late 1396

Federal Regulatory

Price Cap Flan

The Telephone Companies are subject to incentave requlation in the form of
price capa. Price cap limitn are subject to adjustment each year to reflect
inflation, a productivity tactor and certain other cost changes.

Evvi1sed tariffs under the price cap rules reduced interstate acceds rates

by approximately 590 millaon inm th - 1993-1994 tariff period and $9.4 million
i the 1994-1995 tariff period Io Augunt 1995, the Telephone Companien
implemented the annual update to the price cap rates, which will repult in

a net reduction in interstate acowpn jated of approximately 575.0 million

by Jupe 1996 The annual update 1ncluded tariff revisiong to recover
approsximately 21 million of exogenous costo resulting from the implementation




of Statement of Financial Accounting Standards No. 106, "Employers' A =2 TN e
for Postretirement Benefits Other Than Pensions.® Ceollection of theoe
revenues is subject to possible refund pending resclution of the FCU'5
Carrier Bureau investigation.

In 1995, the FCC announced interim changes in the price cap rules, under which
cach LEC will cheoone one of three productivity factor offoets to be used .n
getting its price cap index. LECo adopting the highest productivity fartog
will retain all interstate earningos. The two other options entail sharing of
earnings and will allow a maximum interstate return on investment ol oot he
14.25%% or 12.75%,

The FCC alpo determined that the 3.3V productivity factor adopted in L34

and used since then by most LECa, including the Telephone Companies, wab
understated. Accordingly, the FCC reguired each wsuch LEC to make up lront
reductions to "reinitialize” 1tpo price cap index The FCC also revined the
criteria for including exogenous cost changes and, an a redgult, cach LEC will
be required to recalculate (ts price cap index onl o progpective basip t
exclude cost increases due to changes in the accounting treatment of ot e
postemployment benefit expenses. Finally, the FOC gave the LECs additional
pricing flexibility in certain service categorien

In 1995, the FCC isgued a lNotice of Proposed Rulemaking regarding the
productivity factor used by LECs in the FCT price cap formula The Prop ded
Rulemaking will consider changes in the determinaticn of the productivit
factor, the recognition aof exogenous costs, the extent of carrier sha: g
and the formula for ralculating the price cap i1ndex {or cerbtain uervioe:d

The FCC expects Lo i1ssue an order in time for the final changes to be
reflected in LECs' rates as of July 19%6. The FCC has aloo tgoued a Notice
of Proposed Rulemaking to determine how the price cap rules nhould be modif jed
to accommodate increaoing levels of competition. The FCOOU asked {or commentu
on a propooal by tne Telephone Companieno that ecarnings sharing be reduced
eliminated as an LEC implements measures to promote competition for lecal
exchange services. The FCC has indicated that it intends to establish «
rulemaking proceeding in 199% to consider reform of the rules concerning

the structure of acceas charges, Thio rulemaking proceeding would consoide;
changen that might be neceasary as competition :ncreases in the local
telephor = market .

Cther Federal Regulatory

In January 1996, the FCC imsued a Notice of Proposed Rulemaking al-dtesuing
the charges made for interconnection between LECs and wirelesns carriern
Currently. puch chargeps are sstablished by contracts under the jurisdicti
ol the state regqulatory commigssions, The FOC requeated comment on its
tentative conclusinn to require. pending the conclusion of 1ts Proposed
Fulemaking, reciprocal "bill-and-keep” compenpation arrangements under whiic
the originating carrier would no longer pay the terminating cazaie: (ot
ACTean Adoption of the propoped procedure would have a negative etfect on
the revenues of the LECs, including the Telephone Companies The Telephone
Companies plan to particip ‘e actively in the proceeding

During 1996, the FCOC will conduct a number of rulemaking proceedingn in op be:

t implement the Telecommunications legislation ecnacted in February [ 99¢




1n February 1996, New England Telephone advised the FCO Lhat it relinguished
authorization to construct advanced video dialtone network facilitiesn in
portions of Massachusetts and Rhode Island.

In December 1%9%, MFS Communications {"MF5"| filed a petition with the FOC
for a declaratory ruling that LECs must provide central office collocation
with respect to all interrtate access services, upon bona fide regquestc. In
itn petiticn, MFS cites the Telephone Companies for refusal to provide
interconnection to certain services in central offices whers MFS 19
rollocated, The Telephone Companies filed comments in which they argued
that the FCC's current rules do not require expanded interconnection to the
servicens described in MFS' petition and that the reliet pought by MFS would
require the FCC to lssue a new rule.

In October 1995, the U.S5. Court of Appeals for the District of Columb:ia
C1.cuit denied the Telephone Companieg' petition for rehearing on its decision
rhat the FCC had understated the amount of damages to be paid 1n connection
with overearnings complaints for the pericds 1987-1988 and L9B9-1%5C0 b 11
February 1996, the Telephone Companies joined other parties 1o petitioning

the U.5 Supreme Court for review of the Court of Appeals dzcision It is
probable that the Telephone Companies will be required to pay damages plug
interest, which were accrued 1n 199% For the period 1987-14%88 the amounts
¢{or New England Telephone and New York Telephone ate apploximately

7.4 million and 55.4 million, respectively. For the period 1989-1990

Hew York Telephone will be regquired to pay approximately $% 7T million

. March 1995, the FCC released Orders to Show Cause Lo each of the LETS
ncluding the Telephone Companies, resulting from an audit of the copts that
he LECs reported to the National Exchange Carrier Angsocciation ("HECA"™, ¢
ommon Line Pooling purposes for 1988 and the first gquarte: of 1%8%9 The
audit report citesn each of the LECa for alleged v:oclationn of the FCOO o
accounting rules and i1eporting errors which, as to the Telephone Compafiies
were calculated to total 5$37.8 million in reppect ol all interntate contd
¢or the period. Some of the alleged errors would have had the eflect of
understating the Telephone Companlies' revenue requirement; the net effecst
was an alleged revenue requirement overstatement of £1%.8 milliion That

-
1
-

estimate is consideresd preliminary, however, because the auditors 9.2 nos
have sufficient information for several items Lo reach final conciusn.

The Order reguired the Telephone Companies to show caune Why the F.5F ahowed
not (1) issue a Notice of Apparent Liability for Forfeiture for wiclatians
5f vthe FOC's accounting rules; (2} require the Telephone Companics -o adjust

their price cap index; and (3} require the Telephone Companiesn Lo improve
their internal procesues to bring them 1into compl lance The Telephone
Companies filed responses in May and September 19%5, demonstrating !hat
forfeitures should not be i1mposed, that ratepayers were jot harmed by the

alleged violations, and that internal processes have already been improved
Competition )

NYNEX believes that, while it will face significantly increavsed ricks i Lt
traditional markets, there will be significant opportunities in ils many hew
marketno
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Federal and state regulators continue to adopt policies favoring competition
and have initiated various proceedings to further those policies. Those
policies will be advanced by the enactment of the Telecommunications Act of
1996, which immediately opens NYNEX's local telecommunications markets to
tull competition. An increasing number of national and global companies with
substantial capital and marketing rescurces are expected to enter many of
NYMEX's local markets. At the same time, the Act frees NYNEX to enler the
long distance, video sntertainment and information markets. NYNEX 1s granted
immediate relief for long distance calling (both U.S. and incernaticnal)
o1i1ginating outside of the NYNEX region, as well as for long distance services
incidental to wireless, video and information services, and for video
programming. In order to provide interLATA long distance service for calls
originating within its region, NYNEX must: (a) satisfy a “"checklist” of
technical and regulatory requirements with respect to interconnection and
unbundling of pervices; (b} provide interconnection to a facilities-based
competitor for business and residential service, unless no such request 1is
made; and {c} obtain an FCC public interegt determination.

Moot of the services that NYNEX provides in its local telecommunications
markets have been facing increasing competition for the past several years.
NYNEX has responded by cbtaining increased pricing flexibility under incentive
requlation, intreducing new services, and improving sarvice guality.

Inereases in 1995 Private Line/Special Access revenues, and the number of
Fentrex "win-backs” trom PBX vendors indicate NYNEX's ability to respond
effectively in its most competitive markels.

Competition for intralATA toll revenues has intensified, beginning in 1394
with the increased marketing of “dial-around” programs by interexchange
carriers. MHowever, to date, the “retail” toll revenues NYNEX has lost to such
programs are being offper in part by increased revenues from wholesale access
charges. ILP began in New York in late 1995 and was completed in February
1496, Future wholesale pricing is the subject of pending regulatory

procesdings

in the highly competitive interstate access market, NYNEX received a waiver
trom the FCOC in 1995, to de-average switched access rates in the metropolitan
New York LATA and introduce a new fixed monthly charge paid directly by
interexchange carriers. This has enabled NYNEX to charge prices that more
accurately reflect the market conditions in ita most competitive area.

NYNEX considers itself well positioned to enter the in-region long distance
business quickly, as in New York and Massachusetts it already meets many of
the requirements of this competitive "checklist®. NYNEX provides for physical
collocation of competitors® facilities and has signed interconnection
agreements which include number portability and reciprocal compensation for
terminating traffic with local exchange competitors. NYNEX has also unbundled
many components of its network and offers them on a wholensale basies, and
completed ILP in New York in February 1996 .

Research and Developmant

pencarch and development is primarily conducted at NYNEX Science & Technology.
inc ("Science & Technology®). which was formed in June 1991 to continue the
activities previously performed within a department of NYNEX. Science &
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Technelogy provides NYNEX with technical direction and support that 1is
esgential in developing new services, 1mproving current anervices and
increasing operaticnal efficiencles 1t focuses on the development of
advanced communications, intormation and network products and services using
leading edge technology. Another NYNEX busineas unit, Telesector Rescurces,
performs market research, product development and field trials aspociated
with new services NYNEX plans te introduce. Bellcore conducts research and
development in areas relating primarily to exchange telecommunicationg

and exchange access servicen. FKeoearch and development costs charged to
expenuse were approximately 6379 1, S1%9.7, and $162 8 million in 1395, 1994
and 19331, respectively

Exployee Felations

NYNEX and its subsidiaries had approximately &5, 800 cmployees at December 11,
1995, Approximately 47,600 employees are represented by unions, of which
approximately 70V are represented by the Communications Workers of America
{"CWA“) and approximately 30t by the International Brotherhood of Electrical
Workers ("IBEW®"), both of which are affiliated with the AFL-CIO.

In 1994, agreements were ratified with the CWA and the IBEW to extend the
collective bargaining agreements through August B, 1998 The wage rates
increased 4.0V in August 1994 and 1995 and will increase 3.5V and J.0% in
August 1996 and 19397, regpectively Iy 1997, there may also be a copt-of -
living adjusntment The agreements also provide for retirement lncentives, a
commitment to no layoffs or loss of wages as a result of company-initiated
“process change®, an enhanced educational program, stock granta and other
incentives to improve service quality,

Item 2. PROPERTIES.

The properties of NYHEX and its subsidiaries do not lend themoelveon to simple
description by character and location of principal unmitno

Al December 31, 1995, the groot book value of property, plant and aquipment
wan 535.7 billion, consisting principally ol telephone plant and egquipment
{4y} Other classifications include land., land improvements and buildings
i9%) ; furniture and other equipment (4%); and plant under copstruction and

other (3]

substantially all of the Telephone Companies' central oifice equipment 18
located i1n buildings owned by the Telephone Companies and is situated an
land that they own. Many admininstrative affices of NYNEX and the Telephone
companivs, as well as many garages and business offices of the Telephone
companies. are in rented quarters

substant ially all of New York Telephone's assets are subject to lien
under New York Telephone's Hetunding Mortgaqge Hond indenture At
pecember 31, 1995, the principal amount ol Refunding Mortgage Honds
outstamnling wans 1 10 Lillion

An part of NYNEX's 1993 restructuring asscciated with re-engineering the way

gervice is delivered to customers isee Business Restructuring above) , NYHEX
intends to consolidate work centers by the end of 1996 to build larger work
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teams in fewer locations. At December 31, 1995, the majority of the planned
work centers were completed

Item 3. LEGAL PROCFEDINGS.
There were no proceedings reportable under Item 3.
Ttem 4. SUBMISSION OF MATTERS TO A VOTE OF BECURITY HOLDERS.

Mo matter was gsubmitted to a vote of security holders in the fourth quarte:
of the fiscal year covered by this Annual Report on Form 10-K.
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For wach of the executive cfficers of NYNEXK, set forth below is the name, age,
position and date each person initially became an executive offirer:

Hame f-tri PBosition Late

Ivan & Seidenberg 49 Chairman of the Board and

Chief Executive Olficer March 149866
Frederic V. Salerno 52 Yice Chairman-Finance and

puniness Development March 19921
Alan 7 Senter 54 Execut ive Vice President and

Chief Financial Officer September 1994
Morpionon DeS. Webb 48 Executive Vice President,

tieneral Counsel and Secretary May 1uw94d
Richard A Jalkut 51 President and Group Executive-

NYHEX Telecommunications January 1995
Richard Blackburn 53 preasident and Group Executive-

NYNEX Worldwide Communications

and Media Group January 199%%
Dopald B Reed 51 president and Group Executive-

NYHEX External Affairs and

Corporate Cotmunicatlions Januwary 1935
Arnold J Eckelman 52 Execut ive Vice President and

Sroup Executive-Quality Assurance

and Cperations Support February 198%
Robert T Anderson 43 Vice President -Business

Development and President -NYNEX

Hetwork Servicen February 133%
Jeffrey A Howden 44 Viece Prepident-Strategy &

Corporate Asgurance September 1994
Futer M. Clccone 53 Vice President and Comptroller June 1592
John M. Clarke 54 Vice Prepident - lLaw May 1994
Saul Finmher 5 Vice President - lLaw Ma.ch 1991
fatrick F X Mulhearmn a4 Vice President-Public Relations January 1994
Lonald J. Sacco 54 Vice President-Hunan Rescurces May 1990
Thoman J Tauke a5 Vice President-Government

hfairs Heptembear 1991
Celson P. Turner LE] Viece Presmident and Treasurer July 19%1

Prior to their election as executive officers of NYNEX, all of such officers
except Mr. Senter, Mr. Bowden and Mr. Tauke had held, for at least the pauc
five years, high level managerial positions with NYHEX or a nubsidiary ot
HYHEX Officers are not elected for a fixed term of office, but perve at
the discretion of the Board of Directoro.

Alan ¥ Senter was elected Executive Vice President and Chief Financial
Gfficer of NYNEX effective September 1, 19%4. Frior to joining NYNEX,

Mr Senter wan Chief Executive Officer of Senter Apsociaten, a [inancial
conoult ing servicen business from ovember 1993 to September 1994, From 1992
to 1993, Mr. Senter held the position of Executive Vice President and
Chief Financial Officer and was a mermber of the Board of Iirectors From
to 1992, Mr. Senter held the position of Vice President Finance al Xelox
Mr Senter is a member of the Roaid of Directors of XL Insurance Company.

1 Gan
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Jeffrey A. Bowden was elected Vice President-Strategy & Corporate ASDLIAn '«
of NYNEX, effective September 1, 19%4, FPrior to joining NYHEX, Mr. BDowdi
held the position of Vice President and Director at The Boaston Consultin:
Group from 1988 to 1994, where he founded and directed the telecommunicat:onsg
practice.

Thomag J. Tauke was elected Vice President-Government Affaira of NYNEX,
effective September 1, 1991 Prior to joining NYHNEX, he was founder and
senior partner of Tauke, Walgren and Associates, a public policy consult iy
firm specializing in telecommunications, health, environmental and enecrgy
issues. Mr. Tauke was algo president and chief executive officer of Home
Technology Systems, Inc., a small business specializing in perscnal emergency
oystema. From January 1979 Lo January 1351, Mr. Tauke represented Jowa'n
Second Congressional District in the United States House of Representatives
He is a member of the Board of Directora of the United States Telephone
Agsociation and Chairman of the Washington Center for Internships and Academ:
Seminars.




PART II

Item 5. MAREET FOR REGISTRANT'S COMMON EQUITY AND RELATED
STOCKHOLDER MATTERS.

Information with respect to quarterly dividends and CUommon Stock prices
appearing on page 50 of the Registrant®s 1995 Annual Report to Stockholders;
information with respect to Common Stock exchange lintings appearing on the
back cover of such Annual Report under the caption “Stock Exchange Listings®,
antd information with reapect to the number of atockholders of record of Common
Stock appearing on page 30 of such Annual Report are incorporated herein by

reference,

During 199%, NYNEX isoued approximately T 1 million shares of Common Stock
for the NYNEX Share Owner Dividend Reinvestment and Stock Purchaoe Plan
(*DRISPP"], the NYNEX Corporatien Savings Plan for Salaried Employees and the
NYNEX Corporation Savings and Security Plan (Mon-Salaried Employees) [(“Savings
Plang*), and othor stock lncent ive programs For the NYHEX 1992 Management
Stock Option Flan and the PHEY 1992 NHon-Management Stock option Plan, NYHEX
has repurchased and placed in treasury ptock approximately one million shares
of Commen Stock. NYHNEX continuen to buy stock as needed for the continuous
exercise of the stock options Upon exercise of the stock options, these
repurchased shares will be released into the opoen market

On March 21, 1996, the Board of Directors of NYNEX announced a quarterly

cash dividend of .55 per share of Common Stock, which wan unchanged f{rom

the previous quarter The dividend in payable on May 1., 1996, to ntockholdern
af record at the clope of business on April 10, 1956,

Item 6. SELECTED FINANCIAL DATA.

selectnd financial data for the five years wended December 11, 1%35, appearing
on page 14 of the Kegiotramt'o 1995 Annual Report to Stockholders, an
incorporated herein by reference

Ttem 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OFERATIONS.

Management's Discussion and Analysis of Financd 1) Conditien and Reoultoe of
Dperations, appearing on pages 10 through 25 of the Registrant's 1495 Angiual
Report to Stockholders, is incorparated herein by reference.

Item B. CONSOLIDATED FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.

The consolidated firancial statements o! the Kegistrant and itog wholly owned
subsidiaries, appearing on pages 28 through 50 of the Registrant's L1%5% Annual
Report to Stockholders, are incorporat ed herein by reference and are liocted on

Item 14 below

Itam 9. CHANGES IN AND DIf .GREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE.

P dneg 1L99% and 1994, NYHEX oid not change ito audit ora




PART III
Item 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT.

Item 11. EXECUTIVE COMPENSATION.

Item l12. SECURITY OWNERSHIP OUF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT.

Information regarding Executive Officerp of the Regisliant required by Item
401 of Regulation S-K ip tncluded in Part I of this Annual Reporr on Form 10-K

following Item 4.

Other information recquired under Items 10, 11, and 12 15 included in the
Registrant's Proxy Statement dated March 18, 19%6, on pages 53 (commencing
under the caption *Security Ownership of Certain Benelicial Holders and
Management ") through 57, and pages o) (commencing under the capticn "Committee
on Benefits Report on Executive Compensation®] through the top of page 72

Such informaticn is incorporated herein by reference

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS.

There existed no relationship and there were no transactionn reportable under
Item 13.




PART 1V

ftem 14. EXHIBITS, CONSOLIDATED FINANCIAL STATEMENT SCHEDULE AND REFCETS OR

FORM B-K.

(1) conmolidated Financial Statementy. The following report and
conpolidated financial statements, included in the Regigtrant s
1995 Annual Keport to Stockholders, are incarporated here:in by
referen~s in responsoe to Item #
rage o
in Kegistrant's
1995 Annual Feport

to Stocrnoliders

Report of Independent Accountants i€
ronsolidated Statementg of Income for each

of the Three Years in the Period Ended

December 31, 1945 Ty ] L)
consolidated Balance Sheets as of

December 31, 1999 and 1994 ...... ., 29
Consolidated Statements of Changes in

Stockholders' Equiry for each of the Thi e

Years in the Pericd Ended December 31, 1995 0
Consclidated Statements of Cash Flows !for each

of the Three Tears in the Period Ended

December 31, 1945 A i1
Hotes to Consolidated Financial Statements . 32
Supplementary Information

Quarterly Financial Data (Unaudited) au bk . 50

{2} Connolidated Financial Statement Schedule. The following
conpolidated financial statement schedule af the Hegintrant
1o included herein i response to Item 14
Page(s) in this
Annual Report on

Form 10-K
Report of Independent Accountant: 29
II - Valuation and Qualifying Accounts 0

consolidated fi..ancial statement schedules other than that

listed abeve have been omitted because the reguired information
ip contained in the conoolidated financial statements and notes
thereto or because puch schedules are not required or applicable




{3} Exhibira. Exhibits on file with the Securities and Exchange
Commission (the "SEC"), as identified in parentheses below, are
incorporated herein by reference as exhibits hereto.

Exhibick
Humber

(3la Restated Certificate of Incorporation of NYHEX Corporation
{*“NYNEX*) dated May &, 1987 (Exhibit No. (3}a to the
Registrant's filing on Form SE dated March 24, 1988, File
Mo. 1-8608).

(3D Iy-Lawas of NYNEX dated October 12, 1983, as amended October 17,
1991 (Exhibit Mo. (3)b te the Registrant's filing on Form 10-Q
dated Oetober 31, 1591, File No. 1-HG608) .

(4 Mo instrument which defines the rights of holders of long-term
debt of NYNEX and its subsidiaries ip filed herewith pursuant
to Regulation S-K, Item 601 (b} (4) (111) (A). Pursuant to this
requlation, NYNEX hereby agrees to furnish a copy ol any such
instrument to the S5EC upon reguest

BRI ESRR Preferred Stock Purchase Agreement between NYNEX and
Viacom Inc., dated October 4, 1993, and amendment
thereto dated November 19, 1993, (Exhibit 10(ii) (2} to
the Registrant's 1993 Annua! Report on Form 10-K, File
Ho. 1-B608) .

{1 f1aka Joint Venture Formation Agreement dated as of June 24, 1994
between NYNEX and Bell Avlantic (Exhibit 10 to the Regiatrant's
filing on Form 10-Q dated June 30, 1994, File No. 1-8608).

(10¥d1id3 Agreement of Limited Partnership of Tomcom, L.P., dated an of
October 20, 1994, by and between WMC Partners, L.P. (a Delaware
limited partnership wholly owned by AirTouch Communications
and U § WEST, Inc.! and Cellco Partnership la Delaware
general partnership wholly owned by affiliates of NYNEX and
Bell Atlantic Corporation).

(107 (1114 hgreement of Limited Partnership of PCS Primeco, L.P., dated
as of October 20, 1994, by and between PC5 Nucleus, L.P. {a
Delaware limited partnership wholly owned by AirTouch
Communications and U 5 WEST, Ilnc. ) and PCSCO Partnership (a
Delaware general partnership wholly owned by affiliaten of
NYHNEX and Bell Atlantic CTorporation)

BOINEEEEES| NYNEX Senior Management Short Term Incentive Plan (Exhibat
Ho. 10-aa to Regiptration Statement Ho. 2-RT7850])

{1} (1122 NYMEX Senior Management Long Term Disability and Survavor
Frotection Plan {(Exhibat No. 10-dd to Registration Statement
Mo, 2-B7850) .




Exhibit
Number

{10} {i11)3

(10) t111)4

{10) {ii3}5

(10} {1iil6

{10y {132} 7

(101 {az2)@

{10) (211)9

{ro) {iia)lo

oy braai il

(10} (112l L2

{16) {11121

NYNEX Senior Management Transfer Frogram (FExhibit No. l0-ee
to Registration Statement No. 2-B7950) .

Description of NYMNEX Financial Counseling Scervice for
Senior Managers (Exhibit No. 10-ff to Registration
Statement No. 2-B7850}.

NYNEX Deferred Compensation Plan for Non Employee Directors
tExhibit No. 10-gg to Registraticn Statement Ho 2-878%0)

Description of NYNEX Insurance Plan for Directors
{Exhibit No. 10-hh to Registration Statement No. 2-87B50) .

Description of NYNEX Plan to: Non-Employee Directors' Travel
Accident Insurance (Exhibit No. 10-ii1 to Reglstration
Statement No, 2-B7850])

NYNEX Senior Management Incentive Award pDeferral Plan
(Exhibit No. 10-kk to Registration Statement No. 2-87850).

{a) Description of certain amendments to the NYNEX Senior
Management Incentive Award Deferral Plan,

Description of NYNEX Mid-Career Hire Program (Exhibit No, 10-11
to Registration Statement Ko 2 B7850)

NYREX Mid-Career Pension Program (Exhibit Ho.  10-mm to
Regintration Statement No. 2-87850) .

NYNEX Estate Planning Legal Services FProgram (Exhibit No, 10-nn
to Regiatration Statement No 2-8B7850) .

NYNEX 1984 Stock Option Plan, as amended and restated {Post-
Effective Amendment No. 1 to Registration Ho, 2-%7B13, dated
September 21, 1887).

NYNEX Senior Management Long Term Incentive Plan {Exhibit
No. (19){11)1 to the Registrant’'s 1984 Annual Report on
Form 10-K, File No. 1-8608}

ia) Description of certain amendments to the NYNEX Senior
Munagement Long Term Incentive Plan (Exhibit No. (19} (1i}4

to the Regiotrant's Filing on Form SE dater March 27, 1987,
File No. 1-8608).

(b} Description of certain amendme ts to the NYNEX Senior

Management Long Term Incentive Plan (Exhibat No. (19)1{11}1
to the Regiatrant®'s Filing on Form SE dated March 21, 19%3,
File No. 1-B608}.




Exhibit

Humber

(10) (141} 14 NYNEX Senior Management Non-Qualified Pension Plan (Exhibit
No. (19)(ii1)2 to the Registrant's 1984 Annual Report on
Form 10-FK. File Ho 1-B608).
{a) Description of certain amendmenta to the NYNEX Senior
Management Non-Qualified Pension Plan (Exhibit No. (19)1(11)6
to the Registrant s Filing on Foim S5E dated March 27, 1987,
File No. 1-8608]).
(b) Desgcription of certain amendments to the NYNEX HNon-
Qualified Pension Plan (Exhibit No. (191{ii]7 to the
Registrant's Filing on Form SE dated March 27, 1987, File
Ko. 1-8608) .
{c) Description of certain amendments to the NYNEX Senior
Management Non-Cualified Penoion Flan (Exhibit No. (19) {11)1
te the Registrant's 1%B87 Annual Report on Form 10-K, File
Ho, 1-8608) .
{d) Description of ¢ertain amendmenta to the NYNEX Senior
Management MNon-Qualified Penoion Plan [Exhibit Ho. (19)(14i)1
to the Registrant 5 1%91 Annual Report on Form 10-K, File
No. 1-8608)
{e] Description of certain amendments to the NYNEX Senier
Management Hon-Qualified Penpion Flan (Exhibit Ho. (19) (11i)2
to the Reqistrant's filing on Form SE, dated March 21, 19891,
File Hao, 1-8608) .
(f) Description of certain amendments Lo the NYNEX Senior
Management Non-Qualified Pension Plan

(10) {411)15 Description of NYNEX Hon-Employee Director Pension Flan
(Exhibit Ho. (2B) (1)1 to Amendment Ho. 1 to the Regisatrant's
1987 Annual Report on Form 10-K, File No. 1-8608).

(10) (211} 16 NYHEX Senior Management Non-Qualified Supplemental Savings Plan
(Exhibit No. (10) tyi11)dA) (18] to the Fegistrant's 1988 Annual
Report on Form 10-K, File No. 1-8608)
{a) Description of certain amendmoento to the NYNEX Senio
Management Non-Qualitfied Supplemental Savings Plan

{10) tidid) 17 NYNEX 1987 Restricted Stock Award Plan (Exhibit No. (28} {1}1
to the Registrant's Filing on Form SE dated March 23, 1984,
File No. 1-8G608)

(101 {11i) 18 NYNEX 1990 Long Termm Incentive Program (Exhibit NHo. 1 to
the Regiptrant‘s Proxy Statement dated March 26, 1990, File
Mo. l1-B&08)




Exhibit
Humber

(1Q) (131} 19

{10y (212) 20

(10} tidii}al

{10) (111)22

(10} {1i1)23

(10} (141} 24

110) 111125

(103 (111126

(1o fLzada?

(1007 (yi1) 2B

[10) {111)29

£10) tiidi) 30

{10) fa31) 31

(10) (114)32

HYNEX 1990 Stock Option Flan (Exhibit No. 2 to the Registrant's
Proxy Statement dated March 26, 1390, File No, 1-8608)

NYNEX Stock Plan for Hon-Employee Directors (Exhibit
Mo. (10){iii) (A)22 to the Registrant's 1990 Annual Report on
Form 10-K, File Ho. 1-860B8}.

Description of the NYNEX Supplemental Life Inpourance Plan
{Exhibit No. (19)(i)2 to the Registrant's filing on Form SE,
dated March 21, 1993, File No. 1-B608].

NYNEX Executive Hetention hgreement (Exhibit Ho 110} (11} (A) 24
to the Registrant's 1993 Annual Report on Form 10-¥, File
No. 1-8608] .

NYNEX Executive Severance Pay PFlan (Exhibit No. {10) tarl A)25
to the Registrant's 1993 Annual Report on Form 10-¥, File
Ho. 1-8608),

NYNEX 1995 Long Term Incentive Program (Exhibit Ho L to
the Registrant's Proxy Statement dated March 21, 1994, File
No. 1-B608)

MYNEX 1995 Stock Option Plan {Exhibit No 2 to the Registrant's

Proxy Statement dated March 21, 1994, File No. 1 #8008

NYNEX Executive Retention and Employment Agreement (Exhibit
No. (101 1111)28 to the Registrant's 1994 Annual Report on
Form 10-¥, File No. 1-860B)

NYNEX 1990 Stock Option Plan as amended (Exhibit No. 2 tco
the Hegistrant's Proxy Statement dated March 20, 13395, Fi.«
No. 1-B60OB).

NYMEX 1995 Stock Optien Plan as amended (Exhibit No 1 ¢
the Registrant's Proxy Statement dated March 20, 19%%, F...
Ho., 1-B6ODA)

NYHEX 1995 Long Term Incentive Program as amended [(Exh.t.-
Mo. 1 to the Registrant's Froxy Statement dated March . %95,
File No 1 BGOB)

HYMNEX Executive Officer Short Term Incentive Plan (hxhibi®
Mo. 4 to the Registrant's Proxy Statement dated March . iaal
File No. 1-B608)

NYHEX Zxecutive Employment Agreement

Descripticn of NYNEX Senicr Management Non Qualified Delined
tontribution Pension Plan.




Exhilbit

Humber

100 (141133 Description of NYNEX Senior Management Account Balance Deferral
Plan.

{11} Computation of Earnings Per Share.

{12} Computation of Ratio of Earnings to Fixed Chargen

{13} HYMEX 199% Annual Report to Stockholders

P21 Subsidiaries of NYNEX.

{23] Congent of Independent Accountants.

{24} Powerrs of attorney

(b Reports on Form 8-K.




SIGHATURES

Pursuant to the reguirements of Section 13 or 15 id)

of the Securities Exchange

fct of 14934, the Hegistrant has duly raused this report to be soigned on its

behalf by the undersigned, thereunto duly authorized.

NYMEX CORPORATION

By P. M. Ciccone

Yice President

Pursuant to the requirements of the Securitlies Exchange Act of 1934,
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March
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and Comptroller

L. 1996
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Vice president and Comptroller
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E W, Bromery®* (P. M Clccone,
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John B 4Statlord*
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-gunting Ofticer]
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REPORT OF INDEPENDENT ACCOUNTANTS

Cur report on the congolidated financial statements of NYNEX Corporation and
its pubsidiaries has been incorporated by relerence in this Annual Report on
Form 10-E from page 26 of the 1955 Annual Report of NYNEX Corporation In
connection with our audits of such consolidated financial atatementa, we have
alao audited the related consolidated financial statement schedule linrted .n

the index on page 22 of this Form 10-K.

In our opinion, the consolidated financial statement ochedule referred Lo
above, when considered in relation to the basic consolidated financial
statements taken as a whole, presents fairly. :n all material respects, toae
information required to be included therein

Coopers & Lybrand L.L.P

New York, Hew York
Fabruary 5, 1996




NYNEX CORPORATION
CONSOLIDATED FINANCIAL STATEMENT SCHEDULE
SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS
(In =illions)

——eQLEMM A - COLIMM B COTIMN COLUMY O COLUMN E
Additions
b1l (2}
Balance at Charged to Charged to Balance at
Beginning of Costs and Other End of
Dessription Pericd Expensen ACcounts Deducticns Period

Allowance for Uncollectibles

Year 19%9% . . . . . . . 5 226.7 $ 175.8 $3238.4 ([(a} $419.3 ib) 5 221.6
Year 1994 & ows o i . 3 2U4.7 5 178.9 $2C0.0 f(al $356 .3 B 5 226.7
Year 19%3 . . .« . . 5 '1590.3 S 144.0 §134.0 {a 22631.¢ 'b 5 204.7
Restructuring
Tear 1995 . . . . .. % B47. 8 5 aee R 5411 4 : 436.5
Tear 15%4 . . § o 51.522.5 5 ==-a s - £674 .6 5 B47.5
Year 1383 . . . . o oL 5 274.0 $1.570.1 5 31.0 (c) 53152.8 51.522-5
Valuaticn Allowance for Deferred
Tax Assets
Tear 1935 5 42.2 § 7.3 ald.2 $17.6 5 29.7
Year 1994 . . . . . . § 113.9 5 -- § ==~ s 7L.7 5 42.2
Year 1951 =3 - §1i1.9 g == R 5113:9
la) *=-ludes amounts to establish a reserve for purchased accounts receivaples
(bl i-ounts written-off as uncollectible. Amounts previcusly written-off are credited dirvectly to this account when

recovered.
(el Amounts charged to other income.

30
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Form 10-Q

SBECURITIES AND EXCHANGE COMMISSION
(Mark one)
X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the gquarterly period ended March 31, 1996

OR

TRANSITION REPORT PURSUANT TO SECTION 11 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commipoion File Number 1-8608

NYNEX CORPORATION

Incorporated urder the laws of the State of Delaware
I1.R.5. Employer Identification Number 13-318090%

1095 Avenue of the Americas, New York, New York 10036

Telephone Number (212) 395-2121

Indicate by check mark whether the registrant (1) has filed all reporta
required to be filed by Section 13 or 15(d) of the Securities Exchange Act of
1934 during the preceding 12 months (or for such shorter period that the
peqgintrant wan required to file such reports), and (2) has been subject to
such filing reguirements for the past 90 days. Yes _X . No

Ar Apral 30, 1996, 436,779,492 common hares werie outstanding.




Ll

Farm 10-Q Part I 2 ] 10N
NYNEX CORPORATION
(In millionen, except per share amounta) {Unaudited]
For the Three Months Epded March 32 L) | — 1335
OPERATING REVENUES
Local pervices S1,669.0 $1.661.2
Long diptance 274.5 257 .6
Hetwiirk acoenn BEX, T BHY.D
uthes — —a52.4
Total operating revenues _1.254.0 _31.354.2
QPERATING EXPENSES
Maintenance and support a07.9 7469
Depreciation and amortization 640.1 662 .4
Marketing and customer services 343 .4 Jie.0
Taxes olLher than income 214 .1 259 .5
Selling, general and administrative 649 B 571.9%9
Other —l6l.0 I B
Tota) operating expenses 2. 816.5 _A.T781.2
Uperating income 417.5% 573.D
Other income (expense] - net 21.5 (25 .4)
Interept expenoe 165,1 191.6
income (lops) from long-term invemtments 6.4 B.4
Earnings before income taxes and cusulative
effect of change in accounting principle 3310.3 164.4
Incoms taxen
Federal 94 .7 91 .6
State, local and other —Al.8 - 22.¢6
Total income taxes —LlL.5 —ild.2
Earnings before cumulative effect
of changes in accounting principls 213.8 250.2
Ctuymulative effect of change in accounting for
directory publishing income, net of taxes (Notel(b)) 131.0 =y
NET INCOME §_J44.8 & __450.2
Earnings per share pefore cumulative effect of change
in accounting principle - . 1. | 3 —.ad
Cumulative effect, per share, of change in account ing
principle & a0 &
Earnings per share - I ] i .33
Weighted average number of shares ocutstanding 434.5% iZ24.7
Dividends declared per share a .53 3 .43
Retalined earnings
Beginning of period - 54,208 .2
Net income 44 .8 250.2
Dividends declared (255.7T] (2%1.01)
Ot hey —{17.3) —24.3
End of period - 11.8 sd.adl. b

See atcompany’ing notens to coneolidatead

LB

financial statements
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Form 10-0 Part I
NYNEX CORPORATION

P e Tita) ' y = ]
iIn milliona) {Unaudited)
March 11, December 11
199§ 199t
ASSETS
Current assetn:
Cash and temporary cash iAvestments . 101.4 5 93.2
Receivables (net of allowance of 5243.6
and 5221.6, respectively! <,868.5 2.636.2
Inventories 141.6 141 .1
Prepaid expenses 116 .7 1602
Deferred charges and other current assets 5.1 —450.23
Total current assets 3. 763.5 —A.6A1.1
Property, plant and equipment at coot 16,161.5% 15,734 . &
Leps . accumulated depreciation 119, 222.8) 118,679,
14 9389 ~17.05%.13
Long-term investments 1,35).0 3}, 286.2
Deferr~d charges and other assets —L1.979. R 1.871.3
Total Asssts $§26.035.2 815.895.5%
LIABILITIES AND STOCEKHOLOERS'™ EQUITY
Current liabilities:
Accounts payable 5 2.660.7 $ 2,%02.2
Short -term debt 447.2 506 . &
Other current liabilitien — | — 5774
Total current liabilities _A.556.2 —J.JBE.2
Long-term debt %,094.8 9.316.9
Deferred income taxes 1.349%.1 1.332.4
Unamort ized investment tax credits 191.1 198 .8
Other long-term liabilities and deferred credits 1,960.0 1,885.0
Minority interest, including a portion subject to
redemption requirements (Note (d)) 1.571.2 1.077.4
Commitments and contingencies (Notes (c), (f) and (g)]
Stockholdern® equity:
Freferred ntock - §1 par value
shares authorized: 70,000,000
phares issued: None
Preferred ntock Heries A Junior Participating
51 pay value
shares authorized: 5,000,000
cshares issued: MNone
Common stock - 51 par value 450 . 5 447 .2
shares authorized: 750,000,000
chares ipsued:
at March 31, 1996 - 450,526,815
at December 31, 1%95% - 447,174,181
Additional paid-in capital * 6,717.9 6,5%66.9
Retained earnings 71.8
Treapury stock (14,760,318 and 14,756,156 shares.
respectively, at cost) 1591.3) 1591 .1
beferred compensation - LESOP Trust S . b 1 T B S— T
Total stockholders’' eguity _ 6.310.8 _6.079.2
Total Liabilities and Btockholders’ Equity £26.033.2 $235.8385.3

*  The second and third quarter 1595 dividends were declared out of Additional paid-in
capital

See accompanying notes to coneoclidated financial statements.

3




Form 10-Q Part 1

NYNEX CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS

(In millions) {(Unaudited)
For the Three Months Ended March 31 1996 1955
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income 5 344.8 5 250,72
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation and amortization 640.3 662 .4
Amortization of unearned lease income-net 22.6) (20.3)
Deferred income taxes - net {36.2) (41 . 5)
Deferred tax credits - net {12.8) (10.5)
Changes in operating assets and liabilities:
Keceivables 1232.3) 6.2
Inventories (0.2} (15.0)
Prepaid expenseg 43.4 {99.8)
Deferred charges and other current assets 115.0 107.0
Accounts payable (233.8) {215.8}
Other current liabilities (129.1) (132.7)
Qther-net —178.7 194.4
Total adjustments 310,23 194.4
Het cash provided by cperating activities _655.1 . G44.6
CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures (633,1) (686._1)
Investment in leased assets (23.3) {16.5])
Cash received from leasing activities 27.8 17.3
Other investing activities-net — 170.3) 165.1]
Het cash used in investing activities — (698.9) (730.4)
CASH FLOWS FROM FINANCING ACTIVITIES:
Ippuance of commercial paper and short-term debt 5,801.2 3,238.4
Repayment of commercial paper and short-term debt (6.042.9) {2,986.13])
Repayment of long-term debt and capital leases (64.7) (43.5])
Issuance of common stock 111.9 28.8
Dividends paid (238.6) {223.3})
Minority interest __485.1 —__48.3
NHet cash provided by financing activities _ 32.0 62.4
Net increase (decrease) in Caph and temporary
caph investments a.2 (23.4)
Cash and temporary cash investments at
beginning of period 93.2 R . i
Cash and temporary cash investments at
end of periocd £ _101.4 S 1ll14.1

See accompanying notes to consolidated financial statemento




Form 10-Q Part I
NYNEX CORPORATION

HOTES TO COMSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

ta}l BASIS OF PRESENTATION - The consolidated financial statements have been
prepared by NYNEX Corporation (*NYNEX®) pursuant to the rules and regulations
of the Securities and Exchange Commission (the "SEC”") and, in the opinion of
Management, include all adjustments necessary for a fair presentation of the
financial information for each period shown. Certain information and footnote
disclosures normally included in consoclidated financial statements prepared in
accordance with generally accepted accounting principles have been condensed
or omitted purspuant to such SEC rules and regulaticns. Management believes
that the disclosures made are adequate to make the informaticn presented not
misleading. Certain information in the consolidated financial statements for
199% has been reclapsified to conform to the current year's presentaticn. The
results for interim periods are not necessarily indicative of the results for
the full year. These consclidated financial statements should be read in
conjunction with the consolidated financial statements and notes thereto
incorporated by reference in NYNEK's 1995 Annual Report on Form 10-K

(b} CHANGE 1IN ACCOUNTING PRINCIPLE - Effective January 1, 1996, NYNEX
Information Resources Company (“Information Resources”), a wholly owied
pubsidiary of NYNEX, changed the recognition of its directory publiching
revenue and production expenses from the “amortized” method to the “point of
publication* method. Under the point of publication method, revenues and
product expenseés will be recognized when the directories are published rather
than over the lives of the directories (generally one year| a5 was the case
under the amortized method. NYNEX believes the change to the point of
publication method is preferable because it is the method that is generally
followed by publishing companies and reflects more precisely the operations of
the buainess. The initial effect of the change to the point of publication
method is reported as a cumulative effect of a change in accounting principle
which resulted in a one-time, non-cash gain of $131.0 million, or $.30 per
share, in the first gquarter of 1996, The irpact of applying the point of
publication method during the first quarter of 1996 resulted in a

$3.6 million, or 5.01 per share, decrease to net income.

Pro forma results, assuming the point of publication method had been applied
during the first quarter of 1995, are as follows:
Three Months Ended
March 231, 1995

bExo forma = A4 Reported
Net Income (In millions) 5247.7 $250,2
Earnings Per Share $.58 $-59




Form 10-Q Part 1
NYNEX CORPORATION
HOTES TO CONSOLIDATED FINAMCIAL STATEMENTS

{Unaudited)

(e} FINANCIAL COMMITMENTS AND GUARANTEES - As ol March 131, 1996, New York
Telephone Company (“New York Telephone”), a wholly-owned subsidiary cof NYNEX,
had deferred 5168 million of revenues (5141 million under a New York State
Public Service Commission (“"NYSPSC") approved regulatory plan associated with
commitments for fair competition, universal service, service gquality and
infrastructure improvements, and $27 million for a gervice improvement plan
obligation). These deferred revenues will be recognized as commitments are
met or cobligations are patisfied under the plans., If New York Telephone ip
unable to meet certain of these commitments, the NYSPSC has the authority to
require New York Telephone to refund these revenues to the customers. During
the firast quarter of 1996, 520 million was recognized in ~onnection with
intraLATA presubscription ("ILP") commitments that were met in 1996.

(d} MINORITY INTEREST - Consistent with the terms and conditions of the
December 1995 transaction, during March 1996, NYNEX monetized its investment
in Viacom Inc. (*Viacom®) Series B Cumulative Preferred Stock by an additional
5500 million. As a result, NYNEX has monetized a total of 5600 million which
represents approximately 50% of NYNEX's investment in Viacom. The additional
5500 million of proceeds from this transaction were used to further reduce
outstanding commercial paper. The additional proceeds received by Kipling
Aspociates L.L.C. (a 50% owned and contrclled NYNEX pubsidiary) from Mandalay
Investors L.L.C. {(a third-party owned and controlled entity) are reflected in
"Minority Interest, including a portion subject to redemption requirements.”

() SUPPLEMENTAL CASH FLOW INFORMATION - The following information is
provided in accordance with Statement of Financial Accounting Standards
Ho. 95, "Statement of Cash Flows":

For the Three Months Ended

March 31,

{In millions) 1996 1995
Income tax payments - net ) 5 25.7
Interest payments $ 174.1 5162.0
Non-cash transactions:
Comron Stock issued for Dividend Reinvestment

and Stock Purchase Plan and stock compensation

plang 5 3l.2 & 30.6
Commercilal paper borrowings classified as

Long-term debt £1,697.8
(f) REVENUES SUBJECT TO POSSIBLE FEFUND - Several state and federal

requlatory matters may possibly requ.re New York Telephone and New England
Telephone and Telegraph Company ("New England Telephone”] (collectively, the
“telephone subsidiaries”) to refund a portion of the revenues collected in the
current and prior pericds. As of March 31, 1996, the aggregate amount of nsuch
revenuen that was estimated to be subject to possible refund was approximately
5274 .6 million, plus related interest, of which approximately 5200.0 million
io attributable to affiliate transaction issues in New York Telephone‘'s

6
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1990 intrastate rate case. The outcome of each pending matter, as well as the
time frame within which each will be resclved, is not prepently determinable.

(g} LITIGATION AND OTHER CONTINGENCIES - Various legal actions and
requlatory proceedings are pending that may affect NYNEX. While counsel
cannot give assurance as to the outcome of any of these matters, in the
opinion of Management based upon the advice of counsel, the ultimate
regolution of these matters in future periods is not expected to have a
material effect on NYNEX's financial position but could have a material effec.
on operating results.

(h) SUBSEQUENT EVENT - On April 22, 1996, NYNEX and Bell Atlantic
Corporation ("Bell Atlantic®) announced a propoged merger of equals pursuant
to a definitive merger agreement dated April 21, 199%6 that provides for the
formation of a new company to be named Bell Atlantic Corporation. Under the
terms of the agreement, NYNEX shareholders will receive one share in the new
company for each NYNEX share owned and Bell Atlantic shareholders will receive
1.302 shares in the new company for each Bell Atlantic share owned The
merger, which is expected to qualify as a pooling of interesto [or accounting
purposes, is subject to a number of conditions, including regulatory
approvals, receipt of opinions that the merger will be tax free, and the
approval of the shareholders of both NYNEX and bell Atlantic. The transaction
is expected to close within twelve months.
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RESULTS OF OPERATIONS

FIRST QUARTER OF 1996 AS COMPARED TO FIRST QUARTER 1995

Het locome

NHet income for the first quarter of 1996 was 5344 .8 million, or 5.79 per
phare. Net income for the first guarter of 1995 was 5250.2 million, or $.59
per share,

Ner income for the first guarter of 1996 includes a gain of 5131.0 millicn, or
5.30 per share, for the cumulative effect of a change in accounting for
directory publishing income (see Note (b)) and a gain of $45.8 million, or
5.11 per phare, from the pale of NYNEX's interest in Vanstar Corporation
(*Vanatar~). HNet income for the firat quarter of 1996 also includes charges
of 51931.5 million, or 5.45% per share, for certain special charges related to
various self-insurance programs, legal, regulatory and other obligations and
contingencies, and for pension enhancements. Net income for the first guarter
of 1995 included a charge of 553.8 million, or 5.13 per share, for pension
enhancements.

Excluding the above itema, net income for the first qguarter of 19%6 would have
been $361.5 million, or 5.83 per share, an improvement of %$57.5 million. or
18.9% over adjusted net income for the first gqguarter of 1995.

Cperacing reveoues

Operating revenues for the firast quarter of 1996 were 53 3 billion, a decrease
of $100.2 million, or 1.0%, from the firat quarter of 1995,

Includad in operating revenues for the first quarter of 1996 were special
charges of 555.0 million related tc customer claims and a 514.0 million refund
ordered by the NYFPS5C pertaining to intrastate gross receipts tax collected by
Hew York Telephone on behalf of interexchange carriers. Included in operating
revenues for the first gquarter of 1995 were revenues of NYNEX Mobile
Communications Company (“*NYNEX Mobile®)], which was deconsolidated as a result
of the Bell Atlantic NYNEX Mobile ("BANM®) cellular partnership formed on
July 1, 1995, amounting to 518%.3 million. Also included in operating
revenues for the first quarter of 1995 were 516.8 million (£3.5 million
intrastate and $13.3 million interstate} of revenues from interexchange
carriers associated with gross receipts tax collected on behalf of the taxing
authority. (New York Telephone is no longer required to collect groas
receipts tax from interexchange carriers and to remit to the taxing
authority.)

Excluding the items discussed above, operating revenues would have improved
$174.9 million, or 5.6%, over adjusted operating revenues for the first
gquarter of 1995. Revenues from New York Telephone, New England Telephone and
Telesector Resources Group, Inc., (cocllectively, the “"telecommunicstions
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group”) would have impreoved by 5.1% to §3.0 billion. Revenues from NYNEX's
other subsidiaries (the “"nontelephone subsidiaries®) would have improved 5.71%
to 5308.9 million.

The adjusted operating revenue improvement of 5174.9% million, or 5.6%,
includes the following categories:

Local service revenues improved 525.3 million, or 1.5%. The 525.3 million
improvement results primarily from the net of (i) a 552 million increase
primarily resulting from increased demand, driven by growth in access lines
and sales of calling features and (i4) $26 million in price and required rate
reductions in New York and Massachusetts,

Long distance revenues improved 516.% million, or 6.6%. The 516.% million
improvement results primarily from the net of (i) increased demand for message
toll service and (ii) price and required rate reducticons in Maine, New York
and Massachusettn, and decreased demand for private line and wide area
telecommunications services as a result of customer shifts to lower priced
services offered by the telephone subsidiaries and increased competition.
Certain decreases in long distance revenues, resulting from competition, are
being partially offset by increases in network access revenues.

Network access revenues improved $54%.0 million, or 5.6\ The 549%9.0 million
improvement results primarily from the net of (i) a 563 million increase in
interstate demand and an $18 million increase in intrastate demand, and (ii) a
$27 millien reduction in interstate and intrastate rates.

Ocher revenues improved 5B83.7 million, or 23.1%. The 583.7 million
improvement results primarily from the net of (i) a 538 million increase due
to the cessation of "setting aside” revenues at New York Telephone as a result
of an NYSPSC order approving a performance-based regulatory plan (the =Plan-}
cffective pecond guarter of 1995, 520 million of revenue recognized in
connection with ILP commitments that were met in 1996 and a $23 million
improvement in NYNEa CableComms revenues due to significant increases in cable
televioion customers and in residence and business telecommunications lines
and (ii) a 517 million decrease due to an accrual for anticipated service
obligations under a service improvement plan (see State Regulatory).

Operating expensesg

COperating expenses for the first quarter of 1996 were 52.8 billien, an
increase of 535.3 million, or 1.3%, over the first quarter of 1995

Included i1n operating expenses for the f rat quarter of 1996 were pension
enhancement charges of 5107.8 million, a §$14.0 million intrastate qroos
receipts tax refund (pee Operating revenues above) and special charges of
5110 0 million related to varicus self-insurance programs and legal and
requlatory contingencies. Included in operating expenses for the firost
gquarter of 1995 were pension enhancement charges of §$83.8 million, 516.8
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million of gross receipts tax collected and remitted to the taxing authority
{see Operating revenues above) and NYNEX Mobile expenses amounting to
$5174.6 million.

Excluding the items discussed above, coperating expenses would have increased
5106.7 million, or 4.3%, over adjusted operating expenses for the first
quarter of 1995. Telecommunications group operating expenses would have
increased 558.1 million, or 2.5V and the nontelephone pubsidiaries’ operating
expenses would have increased 548.6 million, or 22.0%.

AL the telecommunications group, the 55B8.1 million adjusted increase results
primarily from a 533 million increase in employee related costs resulting from
higher salarien and wages partially offset by work force redurtions and lower
benefit costs and a 57 million increase in advertising and marketing costs.

At the nontelephone subsidiaries, the 54B.6 million adjusted increase results
primarily from an increase in NYNEX CableComms expenses due to significant
increases in cable television customers and in residence and business
telecommunications lines.

The components of the pension enhancement charges for first quarter of 199¢

and 1995 are as follows:
For the Three Months Ended

March 31,
(In millions) 1336 1235+
Pretax = After-Tax Pretax — After-Tax
Pension enhancement charges 5 B87.4 $54.1 £71.6 545.9
Postretirement medical coats 20.4 12.4 Jgz2.2 2.9
sl07.8 S66.5 Spl.8 2538
. 1996 - 380 management and 580 nonmanagement employees

19%5 - 500 management and 400 nonmanagement employees

Qperating income

Operating income for the first quarter of 1996 was $437.5 million, a decrease
of $135.5 million, or 23.6%, from the first quarter of 15355.

Operating Income, after adjusting for the items discussed above in Operatinrm
revenues and Operating expenses, would have been $710.3 million, an
improvement of 568.2 million, or 10.6%, over adjusted operating income for the
first quarter of 1995. Operating margin for the first quarter of 1995 would
have improved 1.0 percentage point to 21.4% from 20.4% adjusted. This
improvement resulted from improved productivity as adjusted expense growth of
4.3V wan outpaced by adjusted revenue growth of 5.6W%.

10
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Other income (expapse) - nel

Other income (expense) - net for first quarter of 1996 improved %546.9% million
over the first guarter of 1995. The 546.9 million improvement results
primarily from a 566 million gain on the sale of NYNEX's interest in Vanscar
and a 510 million unrealized “"mark to market” adjustment partially offset by
$31 million of coste associated with the formation of the BANM cellular
partnership and a $% million reclassification of capitalized interest to
Interest expense associated with the discontinuance of regulatory accounting
principles (Statement of Financial Accounting Standards No. 71, “Accounting
for the Effects of Certain Types of Regulation”).

intersest expeanse

Interest expense for the first quarter of 1996 decreased $26.5 million, or
13.8%, from the first guarter of 1995, primarily due to the aforementioned
reclassification of capitalized interest from Other income (expense) - net and
a decrease resulting from interest charges on the revenues “get aside” an
required by the NYSPSC in 1995, 1In addition, total debt decreased from

510.1 billion at the end of the first quarter of 1995 to $9.5 billion at the
end of the first guarter 19%6; however, average interest rates remained
egsentially flat at 6.9%.

Income (loss) from long-term investmeants

Income (loss) from long-term investments for the first quarter of 1996
improved 528.0 million over {irst quarter of 199%95. The $2B.0 million
improvement results primarily from the net of (i) equity income from the BANM
cellular partnership and (ii) losses from investments in the Tele-TV
Partnerships and PrimeCo Personal Communicaticns, L.P. ("PrimeCo”).

income Laxes

Income taxes for the first gquarter of 1996 increased $52.3 million, or 2.0%,
over the first quarter of 1995 primarily attributable to a four percentage
point increase in the effective tax rate for the first quarter of 1996 over
the first quarter of 1995 primarily repulting from 5$1% million of research tax
credits recorded in the firat quarter of 1995.

Cugulative effect of change in accounting principle

Effective January 1, 1996, Information Resources, a wholly owned subsidiary of
NYHNEX, changed the recognition of ite directory publishing revenue and
production expenses from the “amortized” method to the “point of publication®
method. Under the point of publica ion method, revenues and product expenses
will be recognized when the directories are published rather than over the
lives of the directories (generally one year) as was the case under the
amortized method. NYNEX believes the change to the point of publication
method is preferable because it is the method that is generally followed by
publishing companies and reflects more precisely the cperations of the

§!
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business. The initial effect cf the change to the point of publication method
is reported as a cumulative effect of a change in accounting principle which
resulted ir a one-time, non-cash gain of 5131.0 million, or $.30 per share, in
the firat guarter cof 1996. The impact of applying the point of publication
method during the first quarter of 1996 resulted in a 53.6 million, or 5.01
per share, decrease to net income.

The pro forma amounts, assuming the point of publication method had been
applied during the first quarter of 19%5, are as follows:

Three Moncha Ended
March 31, 1995
Ero forma As Reported
Net Income (In millions) 5247.7 $250.2
-
o

Earnings Per Share s .58

While the application of the point of publication method is not expected to
have a material impact on total 1996 and pro forma 1995 results, the impact
of the change is likely to materially effect the guarterly results due to the
nature of the change.

JUBSEQUENT EVENT

On April 22, 1996, NYNEX and Bell Atlantic announced a proposed merger of
equals pursuant to a definitive merger agreement dated April 21, 1996 that
provides for the formation of a new company to be named Bell Atlantic
Corporation. Under the terms of the agreement, NYNEX shareholdern will
receive one share in the new company for each NYNEX share owned and Bell
Atlantic sharehclders will receive 1.302 shares in thie new company for each
Bell Atlantic share owned. The merger, which is expected to gualify as a
pooling of intereste for accounting purposes, is subject to a number of
conditions, including ragulatory approvals, receipt of opinions that the
merger will be tax free, and the approval of the shareholders of both NYNEX
and Bell Atlantic. The transaction is expected to close within twelve months.

It 18 expected that the new combined company will recognize recurring expense
savingo of approximately 5600 million annually by the third year following
the closing as a result of consclidating operating systems and other
adminiptrative functions and reducing work force levelam. O©Of these savings,
5300 million 1s expected to be achieved in the first year following the
completion of the merger with an additional 5150 million in each of the two
succeeding years., Transition and integration charges of approximately 5500
million are anticipated in the first year following the completion of the
merger. An additional 5200 to $400 millioci. in charges are anticipated over
the two succeeding years. Annual capital expenditures for the new combined
company should reflect approximately 5250 to 5300 million of incremental
purchasing efficiencies.
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Information contained above with respect to the expected financial impact of
the proposed merger is forward-looking. These statements represent NYNEX's
and Bell Atlantie‘s reasonable judgment with respect to future events and are
subject to ripke and uncertainties that could cause actual results to differ
materially. Such factors include: materially adverse changem in economic
conditions in the markets served by NYNEX and Hell Atlantic; substantial delay
in the expected closing of the merger; and a significant change in the timing
of when NYNEX and Bell Atlantic expect to be permitted to offer long distance
services within their regions.

CURRENT BTATUS OF BUSINESS RESTRUCTURING

keseryve Utilization in 1996

The restructuring reserve balance at March 31, 1996, which does not include
the liability for postretirement medical benefits associated with employees’
leaving NYNEX under the business restructuring, was approximately

$283.4 million. Summarized below are the components of 556 million of
reserves utilized during the first quarter of 1996:

(In millions)
Severance 5 26
Process Re-engineering:
Systema redesign:
Cuptomer contact 11
Customer provisioning
Customer operations 14
Customer support —
Total systems redesiagn
Work center consolidation 1
Branding
Relocation
Training
Re-engineering implementation ot
Total rocess re-engineering 32
Sale/discontinuance of information
products and services busineasses 5
MNontelephone subsidiaries’ restructuring a3
Total adb

oy
LX)

| N

Coat Savinga

Since the inception of process re-engineering and the special pension
enhancement program in 1994, approximately 13,000 employees have accepted the
retirement incentives. On an annualized basis., this will equate to an average
reduction in wages and benefits of approximately 5700 million. A portion of
these cost savings will be offmet .y the effects of wage and price inflation,
growth in volume of business and higher costs attributable to service
improvements.
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CAPITAL RESOURCES AND LIQUIDITY

Caagh Flowa

COperaring activities: Net cash provided by operating activities was 5655.1 and
5644.6 million for the first quarter of 1996 and 1995, respectively, an

increase of 510.5% million., There wasm a 594.6 million improvement in net
income and a $22.1 million decrease in depreciation and amortization primarily
due to the deconsolidation of NYHNEX Mobile. Changes in operating assets and
liabilities used 5437.1 million of cash flows in the first guarter of 1996,
primarily as a result of increased accounts receivable and decreased trade
payaples. Costs aspociated with re-engineering activities reserved for in
1993 resulted in cash outlays of %520 million and $34 millicn in the first
quarter of 1996 and 1995, respectively. Pension enhancement charges in the
first quarter of 1996 and 1995 did not materially affect operating cash flows
because the cash outflows will be incurred primarily by the NYNEX Pension
Plans in future years.

Invescing activities: Net caph used in investing activities waps 5698.5 million
and 5730.4 million for the first gquarter of 1%5%6 and 1995, respectively, a
decrease of $31.5 million.

Capital expenditures were 5$5633.1 million in the first quarter of 1996, a
decrease of 553.0 millicn, from the first quarter of 1995, primarily due teo
the deconsclidaticon of NYNEX Mobile and decreased purchases of computer
equipment at Telesector Resources Group, Inc. The largest component of
capital expenditures continues to be for the telecommunications group. These
capital expenditures are funded through cash generated from operations.
Buildout of the cable television/telecommunications network in the United
Kingdom continued.

Other investing activities: In the [irst quarter of 1996, net cash flows from
other investing ictivities were $5.2 million higher than the first quarter of
1995. During the firat quarter of 1996, cash inflow resulted from the sale of
NYNEX's interest in Vanstar which was offset by additional investments in
PrimeCo, the Tele-TV Partnerships, FLAG Limited, P.T. Excelcomindo Pratama,
and an initial investment in Infoseek.

Sipancing activicieg: Net cash provided by financing activities was
£52.0 million and $62.4 million for the first quarter of 1996 and 1995,

respectively, a decreape of 510.4 million. Total debt decreased

5301.5 million from December 31, 1995. As a repult, the debt ratio decreaved
to 60.1% as of March 31, 1956, compared with €1.68% as of December 31, 1995
The proceeds from the monetization of a portion of NYNEX's investment in
Viacom Preferred Stock (see Note (.)) were used to reduce commercial paper

Oon April 1, 1996, 555 million of New York Telephone's 3. 375%, Series I
Refunding Mortgage Bonds matured. Proceeds necegsary to repay these
bporrowingo were raised through the issuance of commercial paper.
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Issuance of common stock: During the first quarter of 1996 NYNEX continued to
iasue common stock for employee savings plans, the Dividend ReinvesiLoent and
Stock Purchase Plan ("DRISPP"), stock compensation plans and employee stock
option plans resulting in an increase in equity of approximately 5143 million.
The noncash issuance of stock, primarily for dividends in connection with
DRISPF, wan 531 million. The dividends for common stock remained unchanged at
5.59 per shaie in the firet guarter of 19%6.

Minority interest: Financing cash flows in the first quarter of 1996 included
net funds of 5485.1 million primarily provided by the Viacom monetization
proceeds (see below) .

Liguidicy

Viacom: Consistent with the terms and conditions of the December 1955
transaction, during March 15996, NYNEX monetized its investment in Viacom
Series B Cumulative Preferred Stock by an additional £500 million. As a
result, NYNEX has monetized a total of 5600 million which represents
approximately 50% of NYNEX's investment in Viacom, The additional 5500 million
of proceeds from this transaction were used to further reduce outstanding
commercial paper. The additional proceeds received by Kipling Associates
L.L.C. (a 50% owned and controlled NYNEX subsidiary) from Mandalay Investors
L.L.C. {a third-party owned and controlled entity) are reflected in *"Minority
Interest, including a portion subject to redemption requirements.”

At March 31, 1996, NYNEX had £$950 million of unissued, unsecured debt and
equity securities registered with the SEC. The proceeds f{rom the sale of
gecurities would be used to provide funds to NYNEX for general corporate
purposes. At March 31, 1996, NYNEX Capital Funding Company (®"CFC*} had

$637 million of unissued medium-term debt securities regintered with the SEC.
wWhen issued, these securities will be guaranteed by NYNEX The proceeds from
the sale of th-~se securities may be used to provide financing for NYNEX and
the nontelephone subsidiaries. At March 31, 1996, New England Telephone and
Hew York Telephone had $500 and 5250 million, respectively, of unissued,
unsecured debt securities registered with the SEC.

Following the announcement of the definitive merger agreement between NYNEX
and Bell Atlantic, the credit rating agencies reaffirmed the current ratings
of NYNEX (including NYNEX Credit Company and CFC), New York Telephone and

New England Telephone and, in certain cases, negative outlooks were changed

to credit watch positive. Management believes that the bond ratings are
indicative of strong credit support for timely principal and interest payments
in the foreseeable future.

§£1.7 billion of outstanding commercial paper borrowings was classified as
Long-term debt at March 31, 1996 under the unsecured revolving credit facility
entered into on November 10, 1995 with Chemical Bank as the administrative
agent With this facility, NYNEX has the ability (and intent) to refinance
the commercial paper borrowings on a long-term basis.
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REGULATORY ENVIRONMENT
State Regulatory

New York
Competition II Proceeding: In response to an NYSPS5C reguest for comments,

in April 1996, Sprint Corporation ("Sprint”) filed comments objecting to
New York Telephone's implementation of ILP and seeking the imposition of
sanctions or penalties on New York Telephone. HNew York Telephone has
submitted a response opposing Sprint‘s contentions.

In December 1995, MCI Telecommunications Corporation (“*MCI®) commenced a
proceeding in the New York Supreme Court challenging the VYSPSC's reciprocal
compensation scheme for interconnection between carriers. MTI, the NYSPSC and
New York Telephone have entered into a stipulation that removes the case from
the court's active calendar. The NYSPSC has agreed to address the effect, if
any, of the Telecommunications Act of 15396 ("19%6 Act®) upon the challenged
rate structure,

In the NYSPSC’'s proceeding examining the terms and conditions for resale of
New York Telephone mervices, to be effective in October 1996, the NYSPSC is
also conpidering igsues with respect to the unbundling of network elements, an
prescribed by the 1996 Act.

New York Telephone has filed with the NYSPSC a proposal to accelerate the
implementation of ILP in analog central offices, for completion by October
1596,

Incentive Plan: The Plan approved by the NYSPSC in 1995 eptablishes service
gquality targets with stringent rebate provisions if New York Telephone is
unable to meet pome or all of the targets. sased on service performance
results through March 31, 1996, it is probable that New York Telephone will be
required to issue rebates to customers (see Other revenues). A reasonable
estimate of the amount or range of any annual rebate cannot be made, pending
NYSPSC action regarding the waiver of certain service results for the period
in question and pending pervice performance results for the balance of FPlan
Year 1, which ends August 31, 19%6.

dew Hampshire

In April 1996, the New Hampshire Public Utilities Commission |{“NHPUC=|
initiated proceedings for che purpose of implementing ILP by October 1996.
New England Telephone and other local exchange carriers ("LECs") are required
to file implementation plans with the NHPUC by the end of May. Hearings are
scheduled to begin in June.

In April 1996, the NHPUC solicited comments on proposed draft rules to govern
the authorization of local exchange competition. The NHPFUC annocunced that
draft rules will be filed with the state legislature in June. Hy statute, the
rulemaking process must be completed by year-end.

16
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Faderal Regulatory

Telecommunications Act of 1996: During 1996, the Federal Communications
Commission ("FCC*) will conduct a number of rulemaking proceedings in order to
implement the 1556 Act. In March 1996, the FCC issued NHotices of Froposed
Rulemaking to implement the Universal Service provisions and the Open Videco
System provisions of the 19% Act. In April 15906, the FUC issued a Notice of
Proposed Rulemaking to implement the interconnection obligations imposed on
LECs by the 1996 Act. While the outcome of these rulemakings cannot be
predicted, they are likely to have a significant impact on the telephone
subsidiaries' rate structures, rate levels, and revenues. However, NYNEX
believes that, while it will face pignificantly increased risks in its
traditional markets, there will be significant opportunities in its many new
markets.

In April 1996, NYNEX entered into a two-year long distance resale agreement
with Sprint Communications Company, L.P. NYNEX has filed a Section 214
application with the FCC to provide out-of-region internmational long distance
service and expects to begin providing that service this summer. NYNEX also
expects to begin offering long distance service this summer in six states,
pending regulatory approvals: Arizona, California, Florida, Georgia, Illinois,
and Texas.

The 1956 Act reguires Regional Bell Operating Companies to meet a checkliot of
items that open their local networks and markets to competition before being
permitted to offer in-region long distance service. NYNEX expects to be
operationally ready to begin offering long distance service in New York by
October 1996, in Maaspachusetts by June 1997, and in the rest of the states
within its region by December 1997.

Price Cap Plan: The FCC expects to ispue an order in the latter part of 1996
in its Propoped Rulemaking regarding the productivity factor used by LECs in
the FCC price cap formula. The Proposed Rulemaking will consider changes in
the determination of the productivity factor., the recognition of exogenocus
costs, the extent of carrier sharing, and the formula for calculating the
price cap index for certain services.

In March 1996, the U.5. Court of Appeals for the District of Columbia Circuit
denied petitions filed by New York Telephone and New England Telephone and
several other LECs for review of the FCC decision that had required each LEC
to (a) “"reinitialize” its price cap index to reflect a higher produccivity
factor, and (b} recalculate its price cap index on a prospective basis to
exclude cost increases due to changes in the accounting treatment of other
postemployment benefit expenses.

Ocher Federal Regulatory: In January 1996, the FCC ispued a Notice of Proposed
Rulemaking addressing the charges mac + for interconnection between LECs and
wireless carriers. Currently, such charges are established by contracts under
the jurisdiction of the state regulatory commissions, some of which are also
reflected in state tariffs. The FCC requested comment on its tentative

17
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conclusion to require, pending the conclusion of its Proposed Rulemaking,
reciprocal “"bill-and-keep” compensation arrangements under which the
originating carrier would no longer pay the terminating carrier for access.
Adoprion of the proposed procedure would have a negative effect on the
revenues of the LECs, including the telephone subsidiaries. The telephone
supsidiaries have filed comments opposing the imposition of "bill-and-keep*
arrangements, but supporting reciprocal payments. Reciprocal payment
arrangements have been in place in New York since September 1995, and

New England Telephone has begun the negotiation of reciprocal agreements
with wireless carriers in its states.

18
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(4) (a) Rights Agreement, dated as of October 19, 1989, between
NYNEX and American Transtech Inc. (Exhibit Mo. 1 to the
Registrant's Current Report on Form 8-K, Date of Report
October 20, 1989, File No, 1-B&08)

First Amendment te Rights Agreement, dated April 21, 1996,
between NYNEX and First Hational Bank of Boston, am
successcr rights agent

(12) Computation of Ratio of Earnings to Fixed Charges
(18) Lecter regarding Change in Accounting Principle
(27) Financial Data Schedule

(b} Eeportno on Form B-K.

Ho report on Form 8-F was filed by the registrant during the
quarter for which this report is filed.
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Pursuant to the requirements of the Securities Exchange Act of 19314, the
registrant has duly caused this report to be signed on its behalf by the

1996

NYNEX CORPORATION

A. Z. Bepter

A. Z. SBenter

Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)




ATTACHMENT L

COLLECTION OF DEPOSITS AND ADVANCE
PAYMENT FOR SERVICES BY APPLICANT




----------------_--__—|

COLLECTION OF DEPOSITS AND ADVANCE PAYMENT
FOR SERVICES BY APPLICANT

NYNEX Long Distance Company mtends to seck securny deposits from customers, under
certain circumstances, as set forth in the proposed tanit, Attachment |

NYNEX Long Distance Company does not currently intend to seck advance payments from
customers. Instead, all charges will be billed in arrears. In the event that NYNEX Long Distance
Company elects to collect advance payments lrom certain classes of customers under certaim
circumstanees, it will amend its tand7 to reflect such collection
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