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Executive Secretary 
Florida Public Service Commission 
2450 Schumard Oak Boulevard 
T aJJahassee. Florida 32399-0850 

Re: 

Dear Sir. 

Application of Addle! Communications. Inc. 
for Approval of e Stock Purchase Agreement 

On behalf of Addtel Communications. Inc .• enclosed please find an original and 
thirteen (13) copies of lhe referenced Application. Also enclosed Is a check in the amount 
of $250.00 to cover lhe filing fee. 

Please date stamp and retum the enclosed elltra copy of this letter In the envelope 
provid&d. 

Ptease call me should you have any questions coneemlng this f~ing. Thenk you for 
your assistance with this matter. 

EPG/bg 

Enclosure 

C11 , 
f 

SlniiU 
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, 

• • 
BEFORE THE PUBLIC SERVICE COMMISSION 

STATE OF FLORJDA 

APPLICATION OF ADDTEL 
COMMUNICATIONS. INC,. 
FOR APPROVAL OF A 
STOCK PURCHASE AGREEMENT 

CASE NUMBER ____ _ 

APPLJCADON 

Addtc:l Communiauions, Inc. (" Addld• or "Applic:ant"), pwsuantto the opplicable Swutc:s 

of Florida and the Co!Mlission's Rules and Reaulo:t!on.s currently in effect and/or subsequently 

c:nactcd, hereby rcq\1C51S Colllll\Wion approval 10 consummate a Stock Purchuc Agrccmcnt (the 

• Agrccmcnt"). 

A$ will be dcscn'kd in~ detail bclow, Addtcl propose$ to enter Into a Stoclc Purclwc 

Agreement1 belwccn Addtc:l. SA Telecommunications, Inc. ("SA Telecom") and the lndlvlduol 

shan:holdcn of Addtel. whereby SA Telcc:om will acquire all of the Issued and 0\11.5Wldina lohAra of 

Addtd. As a result of the A~l. Addtc:l will become a wboUyowncd suhtidiary ofSA Telecom. 

AJ Addtc:l is o regullllcd enlity in the Suuc of FloridA, Commission approval to consummate 

the A8J cemcnc is rcqUCSICd. The proposed A8Jccment will result in eos1 uvinp because of discouniS 

on QUIIIltity orderlna of matc:rials tmd tcf'iccs end ~ill enhance tbc lc:vcl of fCTVi,..., for all in\'01\cd 

customers. At the SIIIIIC time, approVAl of the JliO.POSCd A111eement ~ill not In any way be dcuimcnllll 

10 tbc public intcll:SIS of the State of Flori~ bec:autc thcc:usiOIDm of Addtc:l will continue 10 rcceh-e 

Pille ·l· 
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lhe same high qualitY Krvlcc pn:scntly renckfed to !hem lll1d no party to !he propoJCd ~nt will 

be given undue advan~agc over any oilier party. 

ln support or this Application, Applicant shows !he followina: 

I. THE PARTIES 

I. Addtcl Communications, Inc. is a priva~ely beld California corporation wilh prineipcl 

offices loaned o.t 143 S. OlendaleAvenue. Thild Floor. Olendale, California 91205. Addtcl iJ a noo-

dominant Clllrier lhal resells domestic lll1d intcrn8tionallong distance Krvlcc purchased from various 

t'acilities based Clllriers pur&~~DDtto lhc FCC's Co~lth-e Qvrlu policies. 

2. Addu: I iJ aulhorizcd by !he FCC co offer domestic inlcnwc and intettwional RI'Viccs 

in oil nny (50) suues and !he Oistrlet of Columbia u a non-domhwu eatrier. Addtcl cum:ntly 

originmcs intcrsWe ua!Tte in fifly(SO} sw.cs, aod provides inlrwate 5etVice, purlUIUl!IO certification, 

~gistnuion or tariff requimnerus. or on In unrceulatcd bosls. in twelve (12) States. Addtcl iJ a 

ccrtiliaucd C4nier in the Swe of Florida., 

3. SA Telcmmmunkalloos, lnc.lu publicly held Delaware corpoc'llion ~ilh principal 

offices located a1 1600 Promenade Center. I Sib Floor. Rkh4rd5oo, TC'US 75080. SA Telecom is a 

non·~aulatccl holding eomp1111y wltlch does noc dlrcetly ptOvide lona dlswlct sc:rvic:c, but rather 

owns other wholly-owned IUb&idilry busineD:s "hldu-cxll clomc:sllc and lnlemllionallona diiWICC 

service. 

Ill Florida. AdctdptO.tdoo .,_. K• ; =n•lcwkwiiCf\'icoo....-coCenfllco&torl'llbho 

c..n .... ~cnco IOid NeooMI!r H.-.. 290 '-od ~~~-"-ffia DocU 1'1.-nbor 9tl119-n. Order N......, ~16. 
dl'«ttuclau ,._, 12, 1992. 

Paae -2· 
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L DESIGNATED CONTACT 

4. The designated colliiiCt for questions cooceminglhis Application is: 

Edwwd P. Gotlwd. Elquin: 
(Of Counsel) Now11lsk.y & Bronston.l.l .P. 
3SOO Nonh CaUJCway Boulevard 
Suite 1442 
Mel4ltic, LoulallUIII 70002 
Telephone: (504) 832·1 008 
Telccopler: (S04) 831-0892 

S. Copies of such conapondence should be sent to: 

A vU.m Lonslcin. Prcaideot 
Addtd Commwlicalions. Inc. 
143 S. Glnldale Avenue, 1blrd Floor 
Glnldalc, Califomla 9120S 
Telec:opier: (818) 265-3027 

lll. THE STOCK PURCHASE AGREEMENT 

6. SA Telccoro JII'OPOfeS to acquire All of the Issued and outstandina ~hares of Addtcl, 

following which Addtel will become a wholly owned subsldlory of SA Telecom. SA Telecom will 

continue to operate the acquiAid entity as an indcpeodcn1, but wholly owned, su.bsldiaty. 

7. Addtel \Jiill main its pi'CSCilt, distinct COIJIOtltC SUUC!u.rc and Identity, and will 

continue to opente in all material n:specU as it presently openues. punuantto opcntina authority 

cum:ntly in piKe in the swes when: Addtd presently cooducu business. 

8. AsaboldinaQOmJ*!YwlthcoruolidaltJCiopenuingn:vcnuc:sofapproxlmatdytwml)· 

two million two·hundn:d thousllnd ($22,200,000) dollArs for the oilll! (9) months ending Seplcmnber 

30. 1996, SA Telecom iJ wcll-quaiJOed to consu.ntmlltc the tnu~S~~Ction which Is the 1ubject of :his 

Application. Current financlaJ iofonnatloo for SA Telecom is altaehed hereto u Exhibit ·o•,, 

Exbll>~ "8.,. SA Tclecom'l- ..-Form lo.QSB flllnl, rorlhcq-'Yporlodcadecl 
Scpumbcr30, 1996, "'illllhcs-iua..S EadllaeoC... lp!oe 
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9. Add~llw BMual opcrati~~& n:vcnucs ofopproldma~ly lhlny million ($30,000,000) 

dollars. Cunmt flll8DC:iAJ infonnation for Add~l is euachcd hemo 8.$ Exhibit •c•.• 

I 0. AppliCIII'It proposes o Stock Pure !we Agrccrocnt as follows: 

{I) SA Tdccom 5hall purchase all of the issued lllld O\llSl.IOdi.na shires of stock 

of Addtd, froro the Individual sblreholdcrs, as lei fonh In Exhibit • A •-; 

(b) The individual slwel10ldcn of Add tel shoJi sell1111d deliver to SA Tclocoro nil 

of the iauod IIDd ouwanding shan:s or the stock of Add~l; 

{c) ~I will become, by vinucofthestodt lliiDS(cr, 1 wbollyownedsubsidialy 

of SA Telecom; lllld 

(d) Addtel 5haiJ continue to opc:miC as 1 rqulated entity pursuant to it.s present 

certifications, rcglslnltions, wilT requirements IIDd rate struc1uret, or on an 

unrcgul&led bosis,as provided by 111111 pwsu:anllO appJialble law. 

II . The tedlnlc:e.l,l!llllllieN! and fUIIIIliCial pcriOMd of Addle! will remain lhc: SIUIIC after 

the triJlSaCtlon. and will collllnuc to serve lt.s IUJICC{ive aastomets with the present hia)l level of 

expertise. 

12. Thus.lhc: Agreement will only eff«t e chanae in owncrahip oftbc stodt of Add~l. 

Otherwise, Add tel will continue to operate In nil rcspcets as it cum:ntly opcri!CS. 

IV. PUBLIC INTEREST CONSIDERATIONS 

13. Critic:e.l to lhc: pi"C)pOMd A&J«ttXllt is the need to ensure the comimwioo of hia)l 

quality service to all CI.ISlDIIIa"l aun:ntly saved by Add~.l. The propoted lm\SIICtion will sen-e the 

public in~ for lhc: followina reasons: 

• Eahlbil "C" .. Addlth "--ll)o •• _ _,.,.-.!Mel n-ew--.. ,.,. lbe lour (4) ........ 

cndod ~tmbor JO, 1996. 

I Nou 11111111e ..-. nn-w n,_. t..v. bocn I"IICIIa.s trom EJdllblt ·A·. ~ld lhla Commluloa 

des in to review~ llnanclaltttm~ of &he pi'OPCOIOd lriiiiWIIGcl. tudllllll<tlaltll-111 be fHOvtoed 10 lhla Commlulon f« 

llr "'*'17 t a; :• &oe. 

Poae -+ 
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{11) It will en~~ble Addtel to operate with a mon: efficient level of ICI'Vicc by 

affiliating Addtcl with o publicly held pemlt operation. The triiiUaCtion will 
enha.nc:c the opcrnting efficiencies, including 11141'kd efficiencies, of Applicant. 

(b) With the access to the ~aria eapital btit of SA Telee<~m, IS itc paret11 

company, Addtd's operation will more readily increase in size and 
profitability, due to mbaoood economies of SC41e. 

(c) The tmniOI:tion will result in COli J4Yinp beeause of diacounts on quantity 
ordering of ~n~~terials and services. 

(d) AecordlnalY· the proposed _..arecmmt will IC:I'\oc 10 aa~e • beiglumed le\"CC 
of opetllina efficiency which eeneraJiy will serve to enhaoce the ovaall 
capacity of Appllcmu 10 QOmpete in the owi.;ctplac:e aod thus 10 pro\idc: 
cdecommunic:aliOilS services for a grcata number of Florida eustomc:rs at 
competitive I'Dtes. 

14. The propo!Cd ll'IJU8Ction will be beneficial for the shareholdera of SA Telecom. as 

the StOCk pwd:lase aarcemeru will add Addtel as a wholly owned subsidialy of SA ·aelccom. 

IS. The proposed ttaosattioo will be beneficial to the 5hareholders of Addtel, as the 

ltiUISIICtion Is for fair eoMidCrDrlon. 

16. Finally, both otpnizations "'ill benefit from f' cwwtmies of scale. u explained above. 

V. CONCLUSION 

17. Conuni5$ion approval is requested for the Jlf'OP05Cd Apccmcot ~'CCII SA Telccocn 

and Add tel. Thla II'DnSICtlon will result in OCI5t savin(p bccaUJe of discounts on qUMtily ordmna of 

materials and services for both QOmplllies. and will mhaooe the level of servlc:e for all invohcd 

cusromcrs. At the same lime, opprowl of the proposed AaJcc:nau will noc In any "''Y be cleuimenW 

to the public imeresu of the Slllte of Florida because the customcn of Addtel will continue 10 receive 

the same high quality SdVloc prc:iCIIIJy rmdercd 10 them IUld no pony to the uansactioo between SA 

Tc:lccom and Addtel will be gh"m Wldue lld\1U'IJa&c 0\"Cr any ocher pcuty. 

PO£e ·S· 



• • 
18. WHEREFORE, for lbe reasons Slated helein. Applicant rcspeclfulJy n:qucsU llw lbe 

Commission IWihorl.u: SA Telecom and Addtel to coliSWlU'1llUC lhc StoCk Purchase A~t 

described obove. 

DATED lhis..Zsh... day of JMuo.ry. 1997. 

RcSpcc:tfully aubmlned, 

Ed Wild P. Gothard, &quire 
(Of Counsel) Nowalsky & Bronston. L.l..P. 
3SOO North Causeway Boulevard 
Suite 1442 
MeWrie, U,ulslana 70002 
Telephone: (504) 832·1008 
Telepbone: (504) 832·1984 
Telecopier. (S04) 831..0892 

Counsel for Applicant 

Pegc -6-
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STATE OF LOUISIANA 

PARISH OF ORLEANS 

}'EBIFIC.\TION 

I, Avlnun Lonstcln, nm the President of Addu:l CommunltAtlons. Inc,. and a.m 

authorized to make this vcrificntiOn on Its behalf. The ltateme:nll made in the foregoing 

Applicntioniii'C uue of my own knowledge, except nsto those matters which rue thel'llin 

Slated on information and belief, and u to those matters I bclic:vo them to be true. 

By: a .a 
Name: Avilam !Lonstei} 
Title: P~ldent 

Swom to and su~"bcd;::;; ~otaty Public, in and for the St.ote and Parish 

na.mcd nbove, this'ttJ..day of 1997. 

~ 
Nolllr)' Public 

My Commission r:xpln:s: tit duJ/ 
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EXHIBIT "A" 

STOCK PURCHASE AGREEMENT 



ax 110. w ss3027 

STOCK PJJBCHASE AGREEMENT 

BYANDAMONG 

SA TELECOMMUNICATIONS, INC., 

ADDTEL COMMUNICATIONS, INC. 

A VlRAM LONSTEIN, 
CHARLES TONY LONSTEIN, 
DANIEL G. LONSTEIN AND 

DAVID R. LONSTEIN 

P. 3 



DEC-17-96 TO£ 11:56 }j FAI NO. - 653027 ?. 4 " 

TblJ S!OCic Purdllle ApemCII1 C¥m'mmr> II mad& as or oy aDd 
II.IDOCII SA Telcmmmltl.leatiODI, IDe., a Dcla~ axpoaaiall CPmsbaK('), A4d%d 

CAnmumiarriona, lac., a Call!amia CCIIpCirl!ioa (tb. "Cm;ptpy"), Gld Avinm Io!W'in Cbazlo 
Touy Lowuir, Dc!id 0 . ldl I 'n, &lid .Dnfd R. [madn, !he holden or &llllilep%.\1 of·~ of 

the issued IDii ogmpnc!!"' ahlrcs o! Clpilll JQ)CJc of lbe Cowpauy (mdividllally a "Sbmhgl,.. md 
collectively the "Sbaqhgldm"). 

WBERE.AS, puz:NIIIIr 110 t11ar ceraiD l.cal::r o! 1.1111111 diiCCI u ofNCM:mbcr 27 r1'996 by 1D1i 

IIIDOIIIIbe pe~ties ba'tlO (lbt "'&#Ff oflmmn. m. Shll'lbolden COiiD1elli:o!IO ..n &lid Pun:basct 
coii!IKU:d 110 buy, all of lbt l.uued IDd oo""'!Vtina ~baa of capilalltoc:k of the Compc.y (the 

"Sbaa::;a") in~ witb lbe !ami tblnin expnucd &lid IUbjcctiO tho IIXIICIIIioll of dcti.Ditive 
~ .m, forth JUCh l!:miJ: ml 

WHEllEAS, l'llldlucr dcsila110 pwcbaw, lll!lllbt ~ dc:lltc 110 JCIJ. all of tbe 

Shares in acc:ordi.Dca wilh che JamS bcroo!. 

NOW, nmREFORE, In OOllllderaliOD of tb11 mutual benefits to be deriw.d &lid the 
~~tptescn•erioaJ mel wmalllica, c:oaditiolll &lid prom1aea bcrcin coalllincd, IDii otlw aood &lid 

val\labl~ ~ lbe rc:eeiplaad .. ,m rn r ')' of'l'l!lldlce badly ld:Dowtcclaal. md fatcM!n& 
ID be leplly bo1md hc:reby, lhe pctics b:mo hc:reby 111U U !oJlows: 

ARTICLE 1. GENERAL 

SuUoll Ll Dt&ltiOD.J. thllcsa ochcrwilc llls.i Ia Ibis Ali t, tho followull rczms 
st-all bavo the foUowilla mc•nlnp, mel other tams lba1l baYa tbe mranilll usiJDCCIIO I\ICh rcrms 
olscwl=o in lhLs Apcmcnt (all :Neb dm.inltlons 110 be equally applicable 110 \.olb tbc alaauJar Cld 
plllnll fomu of my of the 1m1m berc:in def!I!Qf): 

AMII•tt lba1111101.DIII7 Pc:aoll Chit, d.lrclclly or llldltea1y, CCIIIIr01I, or ia CUIIrnUod by ot 

UDder commoD COIIInl1 wtm, ~ PasoD. F« die pmpo~C~ or~ dc:finiUoll, "!1'!!tml" ("a.adlldill& 

!he tcm.a •szmml!cd by' a.od """"ct snnmon mntrpl will!"). u used with reiJICCtiO m;v Penca, 

me&AS the power to dinoc:l or CIIII.IO lbc dlrcc:U011 of lbc Ollllllcm&nt &lid pollciu of IIICb p....._ 
d1rcctl.y or iDdira::dy, wllclhor lb.rouab lbc oWIICab.ip of YOdQa wuziti-:s or by cmJiriCt or othcrwUe. 

Apatna•-a Dett lbal1 maa , stx Mapth Mntrm•a Date Jb&1l 

mean • md ElrbfMD Mopth ADDixman pare &ball mec. . 

1 



DEC-17-9& TO! 11 :57 Al FAI NO. 11ij653027 P. 5 

Agd!t Bid Amppnt ahaUIIIC&Il S JUCh amown beiDa obu.i.Dcd by the Compaey 1.a 
rood faith u a wria= quota !rom arqlOII&I CPA fizm for atull audltofthe Co~~~pa~~Y's fizwlc!al 
statcmcna u of aDd fer the year coded May 31, 1996 coadvc:lcd m K:C0n1aDce with OAAP. 

Bnalpw lballmc:u tha busiDaa of the Compul)' u ooc"'IMcd l.a tbc oonn•l counc prior 

to the c!a1e hcfto:t laelwtina wllboul Umlwi011 the buaina:a of nwtcria& ld1l.a( IIIII. JKOVIdina loaa 

diJtaou telcphcme JCYice (o11 1 wboletale llld retail bu!J) 
withoullim!wioc. thc followilla additional · 

Bgdaa• nv lball-~ clay other 1hlll1 Sazuzday, Sullday or 1 clay 011 which tbc 
commerdal btakina i11rtiluli0111 ill Dallu, T cxu nlllltborized to be d .OJCCI. 

Qpdpc Pat! tball- tbc elate 011 which tha Purcbuct ~ llld. rccdw:s lbo Sb&rcs 

(&lld 110t the Efrcctive Dm), whlcb dale aha1l be tbe dala ak whidl tbc cxoS!rioc• Slit !otlb l.a 
Anic!e V bcftof a.. uricf!ac! ot IUdl Olber clay pDor to U tbc Compmy aDd 
P=lwc: lball mii!IWJy -crec. 

C!mipc !Date AC$!!JIAU Bcsotnb!e lball - biiJod IClCQIIIIQ tcedYiblc IDd properly 
a=d b11t uabil.led ICCOtiDtJ receivable ollhe Compcy u of the Clolilla Date • 

.CW ahall IDeCI the lll1c:l'llal ~ Code o( 1986, IJ emmdc:d, &ad lhe ruW IDd 

• rqulaliom protll.ll!ptcd tbc:reu:ldc:, all u tbc .._lball be ill c&c:t 11 tile lime. 

Cg!Jf$S!d Acc.oppq Rccctreble lball IDC&tl act Closillg Due AecOuaa .Recdvablc: 

subJcq~~a~lly co1lec:1ecl withill (1) 90 clayr of tha Clos!na Dale for ICCOIIIIU rtccivable of tbc 
Compmy blUed as oftbc Closin& Due IIIII (b) 120 clayJ o!tbc Clos!lll Date for properly &CCtUCd 

but unbillcd ICeOIIII%I RCCivable o! tha Co~upmy u o!tbe Clo.iq Date &ad JO rc1llded on the 

Sell!em= Balallec Sheet. 

• 
Cpmmqg S!!l1:k ahallmc&ll tha-=- lhlrc ot the Co~~~PQ~Y. 

Cqpllld pr Aamm mtlball- 1111 WUII.a,IIJ'CdiiCIII, UllllcnuDdilla. lcuc, Jllblcuc, 

lic.e:nse, subllceue, cllsa:ibatioc apcmt.Df. ptemluory 1101e, eviclalcl o!bldtbtrdnat, illdemurt, 
in.stnlmcor.. ~ la.rurmcc polley, IIIIIUlty or other bl.adln& coiDIIIiiiDCill, wbctber wriac:o or 

oaJ. aad lbaiJ i.Dc'luda my propoal or other otrcr to my P-to tiller IIIlo IllY of the t'onlaol.aa. 

Dcbr A4INU!pcpt tba11 meaD a~ m II» blltiall'lln:bla Price l.a 1ft-equal to 

tbe am.ot1111, 1!111)', by wllldl (I} ToW I fehillcja o!lbe C«npen:y u oCtbc Cl.oll.a& De.le Rduc:ed by 

~(II) lbc rum of tub &ad Colkcud Accouurs Recdvablc. 

·~ 
Dlu!qagrc fkhafglr or Schafulq lhall- the ldlcdulc.to lb1s Alfccmcot <kl~ by 

the Shan:holdcn mdlor the Comp~~~y to P=hucr Whfch arc approved by Pwcha.scr (with 

2 
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rtMtvlliou of Ill riP. .mil ftiiPOC\ dlcmo) llld ~by mmnce10 11M SICilon orlbli 
AarumtDt to which e&Ob eu.c.b achedule Nl&la. 

ERJSA Jball-me Employee Ri.:dn:UWII1lllrome Security Act of1974, as omezySed 

fJI!du'• Fte A!!'M'PC' ehal.l maD !be F"!Ddcr'a PM Apc~ctiD diC !CIIlD o! Exhfbjt ll 

h=1o 10 bt executed by Pun:bucr md cadi o!lbc Sbal'lboldcs c tba Closlaa. 

GMP ahiJ.I- ,_..ny KCCpted ICCOIIIISizl& pr!Ddplea appUed OQ & c:aD1i11C111 b&siJ, 

ln4th!wtnmlllalJI!IIIII w!tll !WpeCt 10 cry J'maa, wllbom cblpl"-foo, llld 'fltlrlwr or AOI 

mntinlti:UI, (1) all lndtbttclnn• of lliCh p~ for bwowcd -.y which IJ cMclco=l '7'/ I DOle, 

boDd, dct "'"e or slmllc iDsiNmall, (b) all obllprll!!!! of IUch PCDCIDID ~ oficU= of c:rcdi1 

or bonkm' &c:eq~t~~Aissuoclcr u •'kl fer rbe IICCOUIIlo!aacbPmcm, (c) allliah!litla acuml by 

any COil.SCII.S\I&I Ucn (mcfndina C8pballcuea llld Liwls aiaina !A cmn«etiOD wilh purcbuc JDODeY 

ckbt), (d) oo Q)' poperty OWIIOd by euch PUJOG evm If au.c.b Penon bu not ISSIImC4 or otherwise 

become liable for the paymcntlbctco!to the caau o!tbe l.wcroftbo IIDOIIIlt of the d.cbtucured 

tbcraby or the value o! the propcny ~ to Jllch Lim. (a) err CllpUaJ rtoe1t whidl. I'IUl iu c=s 

(or by the 1m11.1 o!a:uy ~ II:IID wlllcb it il coawatiblc cr fer wlllch 11 b ~). ot upoc1 

tb~ happca.laa of any tvmt mmaa or il meM11otily Rdc•mable, punuant to a sicltina fund 

obUplion or oclwtwiM, or il l'ld"l!'•hlc at lbo 10lc opdoo of the holder tbcreo!, (t) ro the IIXtCDt nor 

otbc:wi.sc lncludod, any a- of au.c.b PcnoD of any Olbc:r Pc;:soc'a ~ or oW::r 

obUptions clacribod Ill (&) 1llrciUib (d) in tb!s ddinlliaa; provided.lloMve:r, thallndet.coc!ness shall 

not include trlld.o payabla i.n&=nd in the ord1Duy cow. ofl>uain"' an4 payable in ~rd&Acc 

With CUSIOIIW)' ptaCticcs. 

TnxCIJPT N!ISII shallmem tboM crtCiiA JX'(IGiissary DOleS~ by tbe C "ICI1Y ro _ 

and m !be orlJizlal Ffnci.pll &IDOUDl oCS and---· 

LilA ah&lJ mean all monaasa, d..b of trulf, cWm;, lie~, IK\Irity latcresu, plec!Jes. 
bypotbccaliooa, coodi1ICIDal ..W C0111r1CUt c.lalma. n,b1s o!Atrt ~ opdoas, ~ llabWdcs. 

oblipzlona. apema~~S, pdvlleps. llblrtiel, .,..,.,., ri;hll-of·way, powen of auomey, 

limiwlons. rac:rvaDons, n:sa:i~ and Olbct I'DQIIDbranoa of any kind. 

Mtrpia! A4rspc E"fS'! ehai.IIDUQ 8Z{1 (a) chao&t. d.cw1opDeot or effeo:t (lndiYidll&lly or 

tn the •u•ecat!!) 1D the pwra1 a&in, man•p"'C'U, tmm.m. JOOdwill, raul!~ or operad0111, 

condition (finanrl•l or otlwrwUI), aaea, l!ahlllriw or prDI1l :u (wbab• oc 001 me IWIIIt dl-r 
wouJ4 be covcnd by !A.,_) dial woald be IIIIIUial and 111-10 the Com~*)' (ot rucb other 

p&lties u tho GOI1IIXI Rll{lllnll). or (b) ~ oc c1.eYe1opa1co1 thai would (lndMdually or In the 

.aateaate). after alvina dfcc:t to lhe TI'IDI&CiioDS, Impair I!M Coropeny'a (or such odic pu1ics, u 

3 
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the coli!Q% requlra) ability or obllp!loas 10 pcrlbrm 0111 d.aldy buis Ill)'. obllpllcm such PC11011 

bas Ulldct !he Opcraive Docuzzl=s or In the ontiJwy counc o! iu bllllinas. • •· 

NpnogQdtaUqp ACJ""'!RQ shall mtin II» NWOIWIIrjOll ~' In rhe fotm of 
E!hilzjt A bcrcLo, ID be """ded by cadi of the Shmholdcn .Z the Closfna, 

Opcntfn Dogmtl:ll1!! abai.IIIICIII Ibis ~ lila NoasollclDDoo ~ !be 

Pledp ~!be rmdc'a F• Apcmc::t, mrhll oct.Contrtdr or Apc:malb. doazmc:ub, 
md ceni6cc:s cunrto:! md ddiwnd by or 011 bdlal! o!lbc Oorq•rrf, lbt Sbardloldea. hrclwcr 

or tTSC at or bc£ora the Clcwinl pumlltlt 10 Ibis AammCIIL 

.Qrda: lhaiJ-IIIY order, Wilt, 11\fiiiiCiioa, ckcrc:o,judptm, awed or ~OD of 
any t:ribtmal. 

PmpH! sbaD ma:D all pamits. •••d ie ''cmJ. ccrti1i~ appi'OYill. ~' 
vcii!!M! ...,~ ..... ri&I»Mf·....., ITI!Icbl• .....,..,_ fmm1mjha. -- ordilWMCS liccmes . . _... ..... -~· ............... -. -......-. ' 
and otbcrri&hll of t:VCtY lciad mdcbmclc (a) lmdcr ey (1) {edml, swe,local or!6m;p ~ 

otdin•nt:• or noJUI.&I.Ioa, (l} Order or (3) «>M!rrn wilh IllY TtibuDal or (b) sraotcd by IllY TribwW. 

Pmpp dlall - 111 lo4Mdllll, pctDaSblp, wodmoc, joillr YellNI'e, llmiled liability 
compmy, corponlicm, INJI, ~ cq~nimioo or Tn'blmal.. 

PJtdro Mntmmt aba1.1 maao the Pled&- A&J- cualtCd bctwm1 die Sbartholder 
A&CIIt and Purdwct 11 Oos!DJ, In IUbsWmally lbe form of EJbflz!r B bcnoul. 

Pial ltd 5tod!. sballmnn 500,000 shares of Common Stock~ I p1r Vil!" o!l'utcllaw, 
iasued by PIRhucr 1D USC. 

Pmdadl abaiJ- all ptOCIIx:s memp I iid, jli"OCI'tad.liccDMd, WidOUIId or diJin~ 

by the Comp~~~y. 

Ral Propcnx aballmaaolha mJ fii'OJifftY oW!Ied by tile ComPIDY· i! my. 

Snt!cmmr Dat.c abalJ -the l.aiCf 10 occur of (a) 160 da)'l a1tc:r tbe Clorin1 Dee or (b) 

the d.a OD wblcla Purl:bl.la md lbe Slwdloldcn reKb &lfllillCIIJ OD lbe Scalc:wa11 8&1111ee Sboct 

1D ac.cordancc wilb Scqjgp I $ bl:fto! 

Shaahpldq Ap:pr abalJ mao Avirlw r....,.dn at:1iQ1 u 11= aad duly quallfie4 iiZIDIDi:)' 

In fact for aliii!Cll Sbarlboldas for pl.lrpOMt oflhi.t ~\. 
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Sbuchqldcr P•D;Gtaca sballiDCIDibe pq~> "!liters Jet for'lb beside CKb. Shacboldc<'s 

name u !Dllow.: Avirlm 1..ooslelD 15%, Charla TOll)' l.OIImiD S5Yo. Dt.aicl R. Lonaldn U%, and 

David G. Loastrin IS%. • • 

Snht!dlaa sballman wilb respect 10 ~~ey cwponziOil sballmcu ~~ey other corpora:iou o! 

which at !cut a majoril)' of the eccmitjtt havizla by choir tanDI otdl.Dary volin& JIOWI!r to clc= a 

mljotily of lbe Boad of Dnaoa o!M:h od!cr ~ u a lb6 time dlt=tly otlDdirectly 

ownt4 or COD!rOllod by lllch fim eo~porl111oa, ar by lllch fim Qiapo•ldioD 111111 01101 or moN of iu 

SubsldiariC$. 

l:wa abaiJ meaa &117 Ccdcnl, IIIIa. loctl, COIIIIO". ar a.ip tua or dmilar c:barps 

imposed I7Y my Th'buDIJ (mdudiaa wilboull!mhwtjm, M!jmer..c! ar e=.1 ~. !nnchfte, IJ'OSI 

recc3pts, sales, 114 valorem. OCC'qwtioa, wiDdCal1 pco1!11, ~ ~ dud-. soeia1 

security, UIIC:SIIp.loymcnr, c!isabllity, witbboldlnlo aciM, 111e, oaada, pi)'TO!J. real ~r J*IOW 

property, value added. &ltl:madvc. oc 'i* y or ott. taxa. •sta• ·- ''''• &a.lcvica. impoJU, 

dwiea. d.cdudiOIU orolbercbGJcs o!my~~~~~n ~(mcludizllo witbola l.imilltioa, bAa est 

md pcll&ltia) impolil:d by my law, rule or "'l\llltloo. 

Tv Oblipriqpalblllmem my Tlxa vddch ce ~~~~:•'ha••Ne ar rdllliq 10 cbe...., ar lbol ' 

Business o! the Compaey fDr flf1 periods~= or bCorc cbe CloeiDJ Diu or 1¥llkh may be 

applicable b«eu H of tho IWIJIC:t!ons MOtemplallld llcRby. 

Tu Rcrpm• shall lDUII all reporu, eleetioar, dcclm.ticm. d.aims fDr ~ oQu!ITn, 

infol'llWion .swemems llld MiliUS (lncludtna schcd.u.lcs llld anvhmenll therwlo) rc1atiDa 10 or 

required 10 be fi.lod In ~n ~lh, Ill)' Taes parmmt 10 IWWcs., ru.lcs. and lq'lll.alions of aay 

Tribunal. 

T pto! r.tabJI!t!a sball mu.n all UabWtle-1 ofcbe Comp&ny cOIIIpllllld In eccon1aneo with 

GAAP (i.lldudina acc:ucd but lll!plid ,..,..:loa, sick pay llld ~pay fDr anployea u o!lho 

Closina Date). 

Tpn•a£11op prTnp••ctfqna abll1 mean tbc &eqW.Ji1:ioa ot tcOCJc. por!Ql"'D&QCa o! cow:wuJ. 

az:d ~ons Of'!!!C!DPiccd baeby In evil cue u eonremp'md by this~ 

Tdbpnol shallmtiD my P'"""""''l, ubitrt11611pmel.eoUIUif IllY ida~!. 1t118,111l1A1Apal 

or otbcr govrmmcmaJ clepll:tlnalt, commlnloa, boltd, burcall, qcey, ilillbaclry « hlriNznlalality, 

cfom.,Qc or forcip. 

Updhpqt.S Eacrpw ,!,mggpt shall&nea~~lhll portloq of !be Evrow Amowu DOt •ubJc= 10 

, aa uarcsolvc4 C l olmed Amo\iDI. 

. --
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Wbplcs••• Bad Dtl!t W1l mcan all billed ~CCG\11111 rcccivlblc of the Compii!Y on the date 
of lhiJ AcrM=l:lll rei.IICd ID !be Coazpuy'• wbolcs!lc lqlf!starn bo•dMSJ ltoiD {a) .wbolcaalo 
&CCOIIDI clcbcoa olbcr lhm !be Nuxd Ddlcao IDd (b) &'0111 die NI:IIICC1 Dcbcori wll1ch rcm&ID 

w=llecud by lha CoGipiiiY OQ the 611t date .. bUJiaa. 

Secdon 1.2 • Prwriou Aer-aat. The J*U• blmo cxprculy adcDo'wl~. coll&ui 
l1lli 11= th.t !h. L6llct ofliiwit hu bMD :ep1lecd ill illllllinty by this~ aDd fJ Wilhoul 
my !unb.cr r-or • w~~auoeYu. 

Seaioa 1.3 ~-tID S.U.. SUbjca 10 lha tams IDd CCIIdidoal o!lbc Opacive 
Doctlmcnl&, c tt. 0~ die Sbarcholdcn lha1l JCil. trandtr 1114 deliver ID Plucbuc:, and 
Purdl&lct lhaiJ ~all o( lbc Sharwa. 

SccUon l.A Pardaut Prb. The ~&Pille purdwt priec !or Shiro. (Ibn •pun;bsy 

~~ lhaiJ equal (lbl M!pitisl fwbee M&a'"), lllbjec:t 10 rcdui:UoD by tbo Oebt 
Adjurtza.mL 1llc lalzial.Purdluc Pri.ce iDd1lda tbc lgrepla comi4aciOD o! ID be 

rcceiwd Jnii'S''*"' to the tamJ a!lbc NonaoUc:fnniou Apc:mc:nb {lbl "NgpaolfshJripp Fcs"), with 

&IIIQieploe of' of llxll N-lldlldoa Foe bciJII peyabl.e c CJocfnlo IDd the rem•jnfni 

10 be held mcsavw (1bc "E'G'!!P Ann!'!"') p • • ID die caaow pvvbions fP"CCficd 
below, wilh lld!IIDOQDI:J beina lllbjec:t 10 rccb:don by the Debt Adj~ n. 1nitl.al P'ladl&sc 
Price:, Jllbject to tho Debt Alljustman.lhall be ali!!C8•cd IIDODi the Slwcboldcn in accordance Vfith 

lhe Shaftholc!ct Pcrcc:zllqcs u follow!: 

Nmr gf Sbm:bpldq 

A vil"'ll1 Lon.mlln 
Chados Tony Lomtcin 
Daniel O. l.oMtcin 
David R. Lonslc:ID 

Tow 

Nqpaglisfmiqn Pee 
paphlr " C lnrinr Held ip faqqw 

$ 
t • 
$ 

1 

.. . 
s 
$ 
1 

Rqptlns1qgfPvrrlwe 

Prim Pmblc 11 Clminr 

r . 
• . 
• . 

N~ tho~ thclni%i.l PurcbuePdoc abal1 be~ 10 ~u-• in the cvau 

that Pwdwct'• duo dilla=te lllvet!i~U!oa or llldlt l'eWI1t aa,y m•tnWidvlac c:hanat In tbt 

r
results o( opcnlioot or finmriaJ eondilion rdlccud by lblaudl flnencl•l 1'•1•1DM'I or m-eals allY 

otha" ~ that D1111:1i&1Jy a1fceq the 'YIIIIC oC the Company. Howevc, i! tbo lAilitl. ~­
Pwdwe Price II ~\IAIO u a r-.ul1 o!tt. dut clilla- ouDed 0\ll by or on beba1f of.~ebl:iiii 

raultl iD. ~ of{•)- th& • cbe Compeny and tbe lwve tho 
ri&hiiO withdraw from Ibis ~~ without MY Ua.bllhy or rums • and (b) 

• • .:r leu, audl rcclucdOD aha1l ftdliCC lhe Ecow Amo\IIIL n. Company md tho 

Slllleboldcu qree 10 14via Purc.buer If~ "'iplffcant CYCII'I or marcritl chanica" with respect 

to tho CoiDpaa:,y ocwrwbicb -wtlllllal.ally &!l'ec:t tho v.lue o!t.bc CGUP'\)'. For purpo .. o!thiJ 

A.Jreemeat. .. ,im ffiqm cNmt! •nd mJtnW ;hppm .. ahaJJ lncludc withoullimlwlou any ~ : 

1n tilt Company's wcu, Ua.billlics (colllinaCDI or ot.ba'wUe). poas revcllllc, COlt of salc:s, llOJS 

' 
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(b) ForJIIIIPOICI of coUectj,., oflbe Co • ~· C!arina Del A ••ttN R&ceivabl. !mcD 

the Clodng D~ 10 !he Settt«n«n• Plla (the "Sm'cmcnr Pcrlpd"), m. followizla ~ abal.l 

apply: 

(I} All collediam clazfD& lbe Sen!,..,.., Pedocl recdwd ~tom 1he IIN't)\IZII dtbcan 

of tbc Compaay lha11 be app1led to lbc iDvoioe imcodcd 10 be paid by such acco mt cS.blor 

if such im=l cac be dotrmincd I! JUCb 1111ca1 CIIIIIOt be dctamiDid. .._ p&)'IIMKil ~ be 

applied 00 • ·= ia,&ll. buil". • . 

(U) TbeCompaxy will eomh»'OIOUI!li&elU tudllld aeclltllld co.lloc:lioupollcles, 

procedDra «nd practi.c:as, but wUbcul !!!tp""'sibDity 10 iDIWII:a lepl or collccUon 

~; fmp 

(c) UpoD lbo lart:rto oceur of (1) reccipc offtlll pi)'IDCII1oflbe Debt Mjllftmcl: Shon1a1l 

by~ ar (u") lbo Sculcmatt Due, Pl.lrcbac:t lha11 ua.fcr to lbo Sbueboldcn iD KCOrdlllcc 

with tbc Sbueboldu Pcz=:qes lbo Compaay's rilhla to IDY Closioa Dt= Accouab Rcedvablc 

wbicb rem.al.D Ulleollccted by tbc Compaey OD lba !Slit d.y att.cr tile ClosiD& Date so lhu ea.cb of 

the Sbarcholc!cn may Ibm tab his - .:cps. i:odudiac. wh.bollllimitadoa, lba 11M o! -:oll6etiOD 

agencielllld litiprioa, 10 c:oUcct tbclull ~ "''•nc:c• tbcrtofiD due eounc. 

Section 1.6 Cloa1DR Dcl.lvcrla. W'llboul Um!tfag tba ddlwria &I the C!cmDI Nt fonh lD 

~&~tbcClminr 

(a) each ofd!.e Shmboldas lhall di!Mrto Purclwcr(l)cctl1iwu ltJAUcm!Da 

lhe Sbara. -"'ned fr.II'&UJf« to Purcbucr, wbicb sbaD lrmJfcr 10 Pwcbalcr aood duo 

10 tbc Shares, !rcc aDd dear of all UCD.J; &lid (al) such adler don • u, iAcludlD& officcts 

ccrtific:~~a, opillio!l.t o! eollllld &lid ot!= Coolrla:l or~ u may be ~ by 

tluJ AgruiiWI1,. t"'OO•bfy requested by Purcbasu; &lid 

(b) Purcba.scr lha11 dclMr 10 Cflcb of the Shardlolodeu a cbeck equal to t& JUIII of 

tbc I.aidl1 Purdwe Pric:c 10 bo pa1d to mcb Shareboldcl &l ctollna as let forth in Sqt!go '? 
J..i b.c::=t; tbc PlcdpS Sba:a, &lid I! tba A?:alc AmD&cmcDt occun,15il tliiinSt • 
Differeatlal (Dot 10 cxcetd 

(c) Putcbascr lhall bold S .. ttba lAltlal Pllrdwo Price in ~w u 

piOvl~ ill Sqes!pp I 4 JI'II'NIIUIO tba 1C%D1 of Scst!qp I ,7 bcrcof; mbjoa to dccrcw by 

tbc provisions of $«#goa I sand I 1 bmct 

I 
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SCdi4D l. 7 Eurow. 

<•> Ala ctminJ, (I) Parchucr lball bold 111---lbe E~czvw AmoumiO sciafy 
Ill)' cl.1ims mad& by Pun:lluc:r iD lapocl a!(A) the Debt~ Gld (B) IIQY brad! or 
noiiJ)CI'form•acc by &II)' o( tho Shartholclcn of Ill)' .rqnucpwioa, Wlmlll)', I:OVCZII.Qt or 
alba-obliaatloo of IllY Sharcbo.ldc UDder lhll Apcmerlt. IDd Pwdlucr sball dcllvu 10 lbe 
Sba.rcholdcr Aicat. JlOCk ccni&ale • .,.. aa~dne the Plcdpl Sluck ilaued 111 tbe DIIDG or 

the Shlreholder A1C1 co bold oaly lD KCOidwc with tbe Pledac Apcmcm. ~ r aball AOt be~ 10 !!!P'CIIIe sbo Esqow ,Ammmt !rem l!l'f of Its orbct (upd. 'Ad 911•• 1 

L~W~~ illl AmmlllliD Ill)' lDIIIIICI' Purdwer may daft. 

(b) On the S«ttlC!"C''T Om. PlldlaMr lbiJl ~ the Elcrow A1DcM1D1 b 1 the Debt 
Adjllltmcll, if my, u pro-Yid8d Ia Sc:c.1jqp I $ bcreo' aad the ''""ID'"i bal.wc of tho 
Exrow A"V'"D' dll:r JIICb Debe A.d}llsmx:m md otber dlcrlbmloa• provided for bctciD sball ,. 
be 1e6:ucd 10 IS the Acfiung:l E'C!!t" Amgsmr .. 

(c) Subject 10 rlJisls of Pun:lwlr to collti.Due to bold Clajmed AmoiiDU wilh 
respect to Cocrtestec! ClalmJ DOt )'ll6Dally raolvtld in~ v.Uh 5m'm 1.7(cl hcno!, 
Pun t,- sball r-1 to tbc Shlrlboldas 11111CC0tda.Dco witb tba Slwdloldou P~ to 
tbc cx=t IUdl faDcb haw POt otbcrwbc bee dlluibafcd u pi1)Yiclcd hlrai.D; (i) SCM a( the 
Acijumcl El!:row ...-..moi!At 011 t!le ~ wb,lcll !I !he J.a1.t:r to occ:ur of (A) the Sc:r;tlemcat Date 
or (B) Six Mouth .Anniverwy Dale; (li) 2$% oftbc Adj~ Elcruw AmoWit on tho date 
...tlicb is the Ia= to occw a!(A} &he Scafcmcnr Daze or (B} the Al:whawy Daze; IDd (Ill) 
tbe mnafndrr of lbe Adjlut.ed Eacrow AmouDI OD &he dale wbldl is lbc !lll:f to occ:ur a( (A} -
the Settlcmc:nt Dale or (B) tbc ElJ}I*D MOIIIb Anni--r Dale. AllY IIQIOIIIIU pal4 10 lbc 
Sbarcbol~ &om tbc E:.crow Amollllllball eam lD!aut a1 die avcnp rate pet IAtilllll 

quotod for ooe ycc jumbo c:cnific.a1£t a( deposit by maJor baiW in New York, New Yodc 
u ~in the IICII4hwu. edi!ioo of71tl WIJII ~~~~ J0111'1111l zlbe drat md Jut day a!ach 
Rleasopcriod. 

(d) A1 my-oa or ban tbe Ellltt'c MOCib A.t:wivmll)' OC.. .Purchuc:r may 
live tbe Sharcholdc:r Apllt wriucn DOiice of a claim (a "Np!jcc gfCJ•fm") lhllllly ooc 01 - . 

more of lhe Sbudloldcn lw bradlcd or ot . Ill Dill more 1he 
oas. WlmiDIIcs. COYCIIIAIJ or otbar obll all aod-

w lliiOUIIt Ulldl r 
(!be • . after a Notic:o or Claim 1.1 &fveD by Pur~ to 
lbe Sbudl.older 40111. lbc Shercboldcr A&CIIIIball bavr: the riald to ftlc With tha E1c1ow 
Aielll written 110tice that tbc Sb.ercbolclcn iDtaGd 10 CODIUI Purclwa'l clalm. lf. withi.D 
I\ICh I 0 day period, P=buc: docs !lOt reed YO Juch 110ticc fioom the Shlrcbolder Aacot ~ 
recclva aodc:c &om the Shareholder .AF~tlbaii'UCh claim b UDCOiltat.s. Pun:!wcr may 
rediiQ: the Ecow AmOUIII bytbc Oelrncd Amoam. IL !xJwoM:, wfth!AJIICb 10 day pcdod, 
Pwdwer aball receive DOtiee &om tbe Sh~Rboldcr A&ct of lbc IDta:1doo of tha 
Sblrebolderl t.O CCI!!ICft Purdwa'1 Nodc:c o!CI&Im md lbe UDdcdyiDa d&lm with respect 
to the Elc:row F\:wds (a •Q!ntrttcd C•hn"), lbcn Purdwcr .sball cor:tfm~r 10 bold lb& 
Cl&l.med A.mol:wl Ulll!l the earllesl 10 oeav of: (I) rcecfpt a( writtcn IICIIiu &om tbc 
Sbarcholdcr Aa=CODCC!!dna to the rcleue o(tbc Oajmad AmOilll\10 Pun:bascr; (II) rcc.cipc 

' 
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oftbc Cc:n:iiica:eofi.Daxpocetioa or Bylaws oflbc Ccpll!)', (b) result In a default, or ~vc rise to 

any riahf of trzmWrioa, c:e-Dcino or a=al.cnlioa or loa of 111¥ bcDcfu (with or W!thoul the 

livina ofiiOiicc or IIJIIC ofdml «bod!), orreqt~Wtbo co~~ta~t, wovt.J. WIM:rarocbei-acdoo by 

any PCDOD IIDdlar any of !h. ~~am, condition• or pro¥ilioos of~ or Aplcm.c:Dl or obUIIDno 
to whlc:b any Sbanlbold« or daD ComtiiiO' Ia a pinY or by -.tlidl UQ' Shan:boldc or 'ibe CcmJIIIIY 

may be bowld,. (c) -.&11 In t.be c:rcalloc or impocilloa of ID)' Lico oo any of lb. pcopaa1)' of eny 

Sh~N.oldcr or t.be Colllplll)', or (cl) ~my Otdlr, IWII!e, rule ar rqulllioo appliuble 10 IllY 

Sharcbol<W or daD <Ampeay or my of ill pc opetliel or aacu. 

(1) 1bt eouowm, UDIUdited fim ieJ ••fe I of tbc Cc+ J '1)1 .... hwelo!orc 

beeDd&lhwe4 toPulclluar. (!) lbc '"I~N»Ibecloflbl Compe'l)' u o!Mq 31, 1996 (tbc 

'AmmeJ Ra!mq Slw!") &lid the mtrmmu of opallio111, of stockho'Ws equily &lid of 

c:e.sh 11owa Cor -=h of lbo 0110 )"CCr paioda Clldcd DcccDber 31, 1994, l)erCDbc:r 31, 1993 

&IJd n...-.....bc:r )1, 1992 tojCibu witb la'f nd.al.ed OOC.IIIId•:Wnk '• {I\ICh t.J,;, ~bed.&, 
tbc rcJatcd tmC"'C"Jl of opaciou, of "'XJchoi<Ws cqllh)' llld of cub Dow1, and lbe Rll1od 

aota ad .. ,_.,, .. bei=a blre1Da1btt to~ n:ta:aed to u tbe •AMpt Ein•nsi•' 
Sm•npcpu"); IDil (d) tbtUDU!hed t.'- a11e1t of !h. CoaiPGl7 u o!Octobcr 31. 1996 

(the •Jntqim Belmsc Sbm·'? IDd tbc nliUd lm&Uditld tt•,.,.,.,t! oJ opcraiocs. of 

rocJcboldft!'J equlry IJid of cub 11owa Cor the five IIIOIIth paio4 IbiD eaded (such be.lan~ 

at-Is, me~ ••t mu of opcnliolll. of coclrbolda'a equity and of C4.lh 11o.., bcill& 

~to~ meued to u tbc 1mafm flnencl•l Sl!fsnnm"). 

(b) The Anmlal Fin.IDdal SmCT!!C!!!! IDd the llllerim FiDwlal StaUmcniS 

(coUeedvely,lbc -fT'Mi•' smnnm"), illcla4ixla lbc rd.:ed 1101e1111d tcbcduln, have 

boeD ptepcaod from die books IIIII n:corda o! the Cowpmy which t=ln%dy rdlcd tbc 

IZ'&n•cdrru of lbc CotDJII! l)'. Tho flnrndtl S•f!1m!C!!b! - UUC, complciD lllld OOIJ'et:l, were: 

ptepced lD accordllll:e wfib QAAP,I\lbjcd to IIIICDliii"Cm"l )'eiMIId audit llfjllol1lftcots 

whh IQJICC1 to tbc Interim f ini!)Cjat SII•CT!!C!!!!, IDd cxcep~lba tbc flnmdal Swcmcw 

do IIOt c:omaill a:uf!ielcn1 fooiiiD!oc pracnl&lion 10 comply with GMP IIDd u othawisc 

described oo SC!jSign 2 7/b) oftbc DisclaM'e Schedule. The f inancial Statements present 

Caltly th.o t!nanrlal posidoa of ella ColnpiDy u of ella~ of such*"" 11+<1~ The u.d4 

VCOI='S and oCblr r-ivabla of !be Com~*!)' .tddlaw c!assjfied as CI.IJ!Cl asrcts oo the 

Interim Balm&:e Shel1 bavo lrlMD from boa& iidc D"'IIMM::i11111 ID the Ol'diDary COline of 

business, - true IDd ~ llld ate vaiJd &lid CDfcm:able daiml ~joc:t to oo ri&ht of 

of&ct or COUIIIadaim IDil- collect.'ble wtllliD 120 d&yl CoUowma 11M Closlna Daze AI the 

face lllllQ\IDt 1bc.rco! Tho iDYCDtories of the 0 m 1 y rcflec:ted no the IDrcrim Balmcc Sho:t:l 

ate true ADd ooaed &lid c. Jal&ble In !he ordinary c:oune of b•nsfnc:u, lllld the' valuo of 

obJole!D ~lllld rnetcz!aJa ofbdow IIIDdcd qgali\Y hu been wriltco doWD or teKtYed 

tplnlt c:onaiJtall with 11M C :II I pm)'t put pnctic:e IJid iDdiiiU)' -.:lards. n.. 'bav. been 

no Wthc·upl o!lnYCtorla or ocbar UMUind\lded In lllch r~nmclal Sl&lcn:ICOU. 

(c:) The Compeny bu oo ~- (OOIIIlDpGl or othawile) olhc: than:(!) those 

Jd ~rtb. or raa iod aplnst ill the lnleriln Balmcc Shccl, and (U) lbc5c 1A.=:n4 lin" lhe 

12 
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dec oflbe illtaim B•'mes ~ lD lbe ordiD.wy COIIISt ofbusbyn ax! C011Ji1ta1tt With put 

pracdca. Till Compcy hu DO llldebtec!Dea otbat llwl dl.lcloud In the f!naocltL 

Swcmlllll &ad lla1cd on SOF1jpp a 22Cdl of !be OiJcloaure Sdledulo. ~ - 110 

ru:civabJa oflbe C'«aptDy ~by Aftiliatn oftbc Compaay wllicb 1ft DOt disc:loscclln 

tbc lmnim f'"mmritl Sm._..., axllia1.ed 00 Sdwtnls 2.12 of tile Disclolarc Scbectulc. 

(d) Tbc Compu~y'a boola of acco11111 haw bcal bpt Kcurrtely In l.be orcl.!nuy 
coune oft-orin n, tbc ll""nctioo• lllllll'ld lbcrdD l'qiRIC01 bona tide "*Daectio111, &ad the 

revawc:a, cxpc::IIMI. .-a .ad Uebilhia a! !be C c llliPi41' lsav. beCI propcdy recorded ill 

auch bocW. Tbt ComJMI%1 bas ld.eqllml)' ftmded all acaued employee~~ COliS md 

S\ICb. 1\md.laa II rUieclMI ill the l.alerim fjnanda! Sw.mmra. 

~aU 'I''UiuoudCondfdonofAsAaudPropcny. lbcC s~aDO 
mrtrftble Ude to lll)'md all UICU rdlce'.ld 1D lbl h ... nm finmrhl SmaM'DU OWDCd 

md uscdizllbe opacicco!lts btnbm, ax! JU$ II!!!!! ere Cree IDd deuot all Sq;t!pp 2 I 

of the Di.sclotura Scba!lllcfilnb.er IIIII btfi I tlllealld COllljlle!e dcscrlPdon of all real ibd llllg!ble 

pcnoaa.J po)Alt)' CllmDily J....S or othawile oceuplod or used !Jill DOt~ by lbe Complny, 

INC, c:otrec:t IDd ~c!• copies of wbidll-mi Olhet C*!!lt a:s ar ~ i..-hxfi"' all 

'""m•1mcnD llld modifirwrions dllrcto haw baaotJte bee cleliYe:ed to dY C • ;•zy. Each oftbc 

1-I.J a va1l4 and biDd!D& obl.iption oftlw pmiel tbemo 1114 Milber lhe Company nor tbe Jwor 

lbcm.md.c:r llln default lllldcr, &Del DO c:orxfi!lon cocists tbt1 wilbDOiico or lapse of time or both wou.ld 

coeftilmC • ddlwlt \llldcr lll)'llxh 1euc. Tbt c. I 'I*' If a!,joys ~ llld llllllil=tled pouusiou 

under all mch 1-. Tbt ~ doa DOC OWDIIl)' R.-1 P10pcil)' or Ill)' iDurwt tbtrdD other 

than thcn:al pope:ny lcaxs llatc41n Scbcdul•2.1 oflbcDIIclosun:Sd.dule. All pD"IOD&1 ~ 

not Itt fotth in Section 2 I ~~the Disdoi\IAI Sclwi.UI• and rctla:ted on lhc FiDa.N:ial StatcmcDU b ...1 
~ by tbc Compmy. All pOJAII:)' OWDed or leued by thAI ComJMIIY &lid reflected on the 

Fin•ori•l S,.,._.... ocloc:aLI!doa tbcprca:lilaoflba c,., ;• ~is In aoocS QSICtl!ill& cooditioo &1111 

n:peir, ordiDir)'- atxf felt~ b Jai1ablc for lbc I*ID wbich tbc same Ia C\I.IIUiDarily JN1, 

iJ 5-ee from defecu other tlwl minor ~ lbel do notlnlafe:e with or dell"ct &om the we or 

valua thereof atxf Ia IIICI'I:bmlabk and DOt obtolc!e and Ia of a qLI&llry atxf qllllllity preac;nuy uable 

ill w Oll'diDary counc of lbc op:tation of lbc Bas!nw of the CampcJy elld Ia ell o! the aucu 

C\IITIIllly IIJed or IICCdcd In aid BIZS!nt:ss. The 'buildlnp, ~ ~~~. asxts &Del 

operations of the Compa~y coa!OI'ID wf1h all applicable renricti'ti'O coWZI&IIU, dcoda. lease~, &lid 

rulrictiona and all IPJIIJQlll~ ifedasl. ltlle &ad Local laws, ordtnw:ea, Nlu and reauJWnns, 

illcllld.ii!.a. Inn DOt 1lmitcd to. !hose relallDa to ZlltlliDa and lllll!ltilla cooditions. 

Secdea :U UdpUoL .£x=ept u dlrlonc! In Sat1m z 9 oflbe Dbdoan Scbcdule, tbcR 

I• ao ectlon. order, clai.m. llllt, proceocttna. Ullps:lon, lnYblliptlon, Inquiry, rwvicw or nodce 

("Pmcq;ding") pcndq or dlit:llltllod •plnsr. rda!iaa ID oc &ffcc:tlna the~ or Its ')li'Opatles 

or uacu or IIQ)' otllccr or dlrec=r oflba Cnmpony l'li.JIID& 10 thc Complll)', at law or lA equlry, 

before IIQ)' Tdblmal _.is !baR &A)' buis far .-niD& tbe fin&oiaa, N001 of d» Pr l etdinp li.J:.cd 

on Ssq!on 2 9 of the Oilclosurc Sebecbda -wd, It detaml.ocd advcncly to the Compmy, 

lndl Yidually or In tbll qarqa~ baw a Malerlal AA!YCI'IOl!!rect. Ntllher the Compmy rsor IIQ)' of 

ita propanes or uscu u spociflcally by Dllll&, aubjeet to Ill)' curmltly c:xiJtinl Order. Except u 

diaclosed ill Scsipp 2.9 of the :Oisd011n Sdlodllle, the CompaDy is oot Sllbj cct to Ill)' Clllml1ly 

ll 
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c:xi.Jticg ProcoeCiiDa by 111y Trilnmal. Tb.rte II 110 buis for tbc usenioo of lilY fmciedina by 111y 

Triblm&l or 111y Penon rcpnilna 111y violalioa of !eden.~ or swc rccudtia laws. • •• 

Sedloo 2..10 Abscaa ofOu&a. Exupt u set !onh in Scql<m 2 10 of the O!xlosurc 

Scb.cdule, m=· May 31, 1996, tbc BUJiuesl oftbe C'.ompQy baa '-o opcaar.d in Uld ordinary 

c:ouzx c:ouA"mt wUh,pul piKdce IDd lbere baa DOl bcCD (a) lilY met.,.W ad- cblllp 1D tbc 

Busiutss, opatU061, ~ eoadi!iee (ftntnei•' ttt C!t~JarMse). prospecu. uuo or l!ob[lltfes 

(~or Olbcrwilo) of tbc ~ (b) Ill)' dividiDd cS.d.lred or~ or cli:ru:JQulioc made 

on tbocapi1al.sux:ko!lboCi!iqcy, or lilY Clpllllatook tberlot,.,...,., ar npurcllaJod; (c) 111y 

iDcum:Dce of ~q._ rnctetc•'M" or nm"'allzlc:eue in lbo cumm Uahi1llics a!tbo Compcuy; 

(d) lilY ul&zy, bacws or • • pcncati® iDa- to 1111 oflicen, =J~Ioyea or~ of !be 

Onnpmy; (e) llDY pendiaa or tl:lraltaed labor diiP'f"'S or Ol.blr labor probe• apirm or llfecUal 
the Co!DJIIIIY: (f) lilY lri!IIICdon or Cor=sct ot ~ 0t •med!Ml!• or •mdollf')D of lilY 

lraDSaaion or Ccanct or A(ICCI11CII% by the Coalplay, c:xccpt IIOim&l cnowcotlms or Ccarzw:u or 

All c• """''' "'M"ml lD D~aW IIIII ICOpC wi%h pdor JDCCica IIIII c:ou::ral!Dto lD lbo otdiD&ry 

cou:ae of bnrlys• C0111111m! wflb put prac;l:ica. (I) lilY IIIOI'Tple, ale, ~. cllJaibutiol1 or 

Olber diJpoJitioD of lilY .,.... by tbe Compcty, 111:11pt 1D lhe ordlDiry COII10 of buefnm CODSimGt 

with past prsetlcn, (b) IIIJibcft-, climap, dawetlon or loa by tbc Compcy to or of 'my o!iu 

- c:xccpt to the cxreal tbllmy- d.lmapl, dawyecl Of lost 11&1 bcCD ~ or'rcplac:cd, 

(I) lilY capital cq "C dinsrcs foe eMition• top~. plarn orcqujpulcot lD CX~ZSJ ofSS,OOO, (j) any 

graa:u or aeditro lilY Cllltolllcr or dlnribUIOr on ICt!DI mered•lly more !&VOtable t.b.aD the terms on 

~ credit has beCD • • '*' :led to IIICb CIISIIIlmCr or dila:ibular ID !be pqt oor chaopd tbe =- or 

my crcdh previously cmodcd, (k) lilY dl&qc ill lbe acc:olllll:lDa mm · ds or pncdca followed by 

tbc Clmpmy or .&DY ~ill !be depRdldoD or IIDOl1iadca policies or n.1a1 bcm.ofora adopw1; 

or (I) lilY odla" c.hqe in t11o DINI'O of, 0t tllo IIIIZlDCf of cooduclllla. the Busloess of lbe Company, 

olbcr Ibm chazlael tblt lllli1bc: have bad, 1111r rcuo!llbly may be expe=d 10 have, a Marcrial 

• .4-orenc Meet 011 tbe Bus!Daa o!tbo Comp~~~y. 

Sectloa :Z.ll Uad1sdolcd Llablllda; Commi(111111J1. Exccptu diJclorod bl dla OiscloSW'C 

Schedule, tbt: Qlmpauy has 110 llldebtednct•, li ablllda or obllpdocs. wbldlllr ICallld, abtolllk, 

C:OIItizl&e:u or ~ and wbdher clue or to t. · m« drle, llld rherc is 110 buis fOr lho usmi011 

apiost the Company of lilY IUCh l11dtbtedoen, llahilliy or obllptia:l. that _.. not ~ or 

~ qa1Dst In the Fi11•uci•l Swemws. Tbe Compcny 11&1 performed all Coruracu or 

Aere=tS to 'Wb!cb tbc CAlmpaoy 1s a puty, IIIII tba'c b aot Wldcr aey mc:b Coatzxt~ or 

~ my m...; 111 dc£ault or evCD! of dc!aall or CYelir 'MUcb 'Mill MtiA:e orllpR of time OJ 

bolb would~ a cMfwlt. 

Secdoa l.1l B.lmroui1Dtal Matun. Tbe C«ap~~~y baa duly compllcd with, &ad iu 

Busbeu, opcntioal. wcu, equ!pmcur. leuebolds IIIII Olbcr lldlldcs arc In mmplimcc with. lbc 

provisioai of all :feclcftl, ,_IIIII local ~ bcallh llld M!Cl)' 111111, codes IIIII ordlntne"' 

aod all rulciiDd tq\IJatlolls prnmulaeted ~. ~ (&) ll!r cmlaii!!«U, (b) dl.och&qa 10 

SlllfJ= water or a;rOIIDd -=· (c) soUd or Uquld MStO disposal, (d) lbe uao. ftorllle, ~CUI. 

btodlfn& 1Z'IAipOn, dbchlrJc, rclcuc, « ci!Jpos&l of toXic or~ 11m_. or 'Wa.lla, or (e) 

olbu cnviroumelllll, bclllb or sde~y manm.llduclina. witbowllmitAtloo, tbt: Com~ 

Envitoamcnul RelpoDIC Compeosadi)D and lJ,abUJty Aa of 1910,42 U.S.C. §§601 CLJroll~ u 
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• • 
UNITED STATES 

SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 

Form lO·QSB 

[X] QUAR'IEU. Y REPORT UNDER SECTION 13 OR IS( d) OF TilE EXCHANGE ACT 

For the quanmy period ended September 30, 1996 

( J TRANSmON REPORT UNDER SECTION 13 OR I S(d) OF Tli£ EXCHANGE ACT 

For the lr.UU!tion period from to __ _ 

Col11l1llssion FUe Number 0.18048 

SA TdCtQmmuplqdgps. las. 

Dclanrc 7S..U51!519 

(St&te or other jurisdiction (IRS Employer Identi1icauoo Number) 
of incorporation or oraanjl!ltion) 

1600 Pmmcnads Center. 15th lJPOr . . RidJanlsgp, Tg·as 

(Addtess of principal cxeeut!ve offices) 
75080 

(Zip Code) 

(972) 69()..5888 
(Issuer's celepbooc: number) 

(Former DI!De, former address and former fiscal year, if clw!ged siDce last report) 

. 
Check whether the Issuer (I) filed all reportS required 10 be filed by Sect!on 13 or I S(d) of the 
Exelwlee Act dmin& the past 12momhs (or for sueb aborter period tbatlbe re&iJttlnt was 
required 10 file suc.h rcpoiU), and (2) bas been subject to IUCh filin& requircmenlSI for the past 90 
dlys. Y c:s ...L No_ 

There wm: IS,620.S3S shares oflbe rcsiJtrant's common stock 0\IIStlllldiJig as of November 12. 
1996. 

Tl"'ll.titional Small Business DisclOSUre Format (Cbec.k One): 
Yes_ No..X.. 



• • SA TELECOMMUNICATIONS, INC. AND SUBSIDIARIES 

INDEX 

Part J. Finnocial Information 

Item I • Flnancial Swemems 

Consolidated BalaDu Sbccu 1-2 

Consollidalcd Srawnenrs of Operations 3 

Consolidated StaiC:mems of Sbatebolded Equity 4 

Consolidated Sratcmcnts of Cub Flows 5 

Notes 10 Consolidaled Financial S~ts 6-8 

Item 2. -Management's Discus!ion and Analysis of Financial 
Conditioo mel Results of OperatioN 9-14 

Panll Other lofotmatio11 

Item I. - I.egaJ Proceedings 14 

Item 2.- Change in ~wities 14 

hem 3. • DefaultS Upon Senior Securities IS 

Item 4. - SubmissiooofManen to a Vote ofSecuril)' Holdcnl IS 

ItemS.· Other Information IS 

Item 6. ·Exhibits and Rcpons on Form 8-K IS 



• Pan L FinancW lnfonnanan 
11a11 1. rm.mci&l Ste!C!T!C'nts • 

SA TELECOMMUNICATIONS, INC. AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEEIS 

(Unmditcd) 

C111ta11asscts: 
Cash md wll cquiYalcllu 
Aa:ounu ltld DOI.C:S receivable: 

Trade, act of alloww for doubWI _.,, 
o($391)15 IDd $475,145, iCSpa:litely 

Olbc, act of alloww for doubcfill 
KCOillll3 of $31,479 

IDVCIIIOi)' 
Prepaid cxpcnfd &Dd ocher 

Tol&l cum:nt uscu 

P1opcey aod cquipmca~ 
Leu ICCiilii1IUlcd ~ODIDCI IIDOftiDiiaa 

ASSETS 

Ex&:ess of cost over lid. wcu KqlliRd. act of ...,_,..,ed ~ 
ofSI,I37,714111d $1,061,133, •cspa:lively 

Toulwcu 

September 30, 
1996 

s 12,690,949 

5,331,035 

1,435,050 
102,671 

1,043,467 

20,610,172 

1,704,671 
(I ,282,691) 

7,421.910 

17,720,194 

2,065,061 
424,561 

2,419,636 

$41.24~611 

DeccmbaJI, 
1995 

s 123,731 

4,022,131 

407)50 
146,037 
292,439 

5,691,195 

3,911,652 
(495,613) 

3 416,039 

16,:69,641 

63)21 

63.221 

$261040.103 



• • SA TELECOMMVNICATIONS, INC. Ai'ID SUBSIDIARI£5 
CONSOLIDATED BALA.NCE SHEETS- Corulnued 

(Un.mdlt.cd) 

LIABILIDES ANI) SRA.REROLDERS' EOUJTY 

September 30, December 31, 

Clli'Rm li;bili!ies: 
Al:l:ounU payable -ll"llde 
Accrued laQ"'"'m!!nicatians apc:nsc:s 
Olber 2ccrued expenses 
Acquisition obliptim 
Short-~etm notes payable 
Cum:m matumies oflongo(Cim debt 

Series A ,..,.tmn•ble preferred SfDCk, $,00001 par value, l.SO,OOO 
shares wbodzcd; 180,000and 166,667 sb.ves iuucd, mpcciMiy 

Slwdloldas' equity. 
Sc:r:iea B Prcftn<d IIOdc; $,00001 par value, 12.,.500,000 

slwcs llllborized, ll.S,OOO sb.ves inucd In 199~ 
Cammon Stock, S.OOO I par value, SO,OOO,OOO sb.ves 

llllthorizcd; 16,818,053 and 13,462,120 issued, respec:livdy 
Additicoal paid·.in c:~~piW 
JlmjnM deficit 
Treasury noclt (1,197,SlS shares &ad 240,072 sb.ves, 

respectively) at con 

T ocal Uabilities and sbartbolders' equity 

2 

1996 1995 

s 1,475,812 s 761,880 
1,121,410 2,337,420 
1,337,923 1,163,603 
2,070,000 

44,429 415,610 
528,873 3,795,216 

7,218,447 8,533,729 

2&~84.!44 7,:!93.670 

1,310.092 

575,280 

1.682 1,346 
26,478,621 20,855,099 

(11,557,039) (11,996,179) 

(3,853,915) (456,601) 

11,069,299 8,971,945 

$41.242,682 s 261040,103 



Totocomm.unlcorlocu,......,.. 
COIIol..-.. 
0.0.,.,.& 

()pcnliq--Oc:Dmi.&Dd , • • b"w 

D; n=&Dd 

~~-dlarJol 

To&tl~..,_ 

'->t(lo:A)fiOCII_....,.,.. ..... ldnodw-­
(a,c-)&od_.._,.ikm 

Olllct--(..,.....}: 
~ ........ 
Olllct 

T...,odw..._(~) 

'-o- C>OG!IDIIloa op<Dilaaii>Wn~ k.ta) 

D 1 , oocdopw 1 ,_, .. .,...._......,.~,..... 

~.-y-·p!D()oll)oo d p' 'o/4* 
Nct--..()oll) 

l'ldcrod o!i"'daaooooq.. .., IDcloodile -
Noo"->Ooul'l'!.&cabltiO_.., • t' , 

fl>cOtno (loos) pet .......... ill.-&ad-..... "'))i"'laai: 
CoaU..ula, _ ...... 
Di 'a,.,OpG 6nc• 
Eatwt .,. 
Net--Oou) per 111.-

..,. o:::acacDe (IM) per ..,.. 4J s hfe 10 CIOIIIiiDOI ... t f I -. w..-..._.r_ot_._. __ 

.....,..... .... ,. 
"-Ooul pet-- ._..,ftlldiluobo: 

Cocu ... .u., op<l'lbl 
c b ... opc:ta&xu 
~$'f7IIIIIJ 
W•l fncomo (looa) pcr lll&!o 
Woe..._,. (lou) pcr ....,..,pplical>k 10 -llhonboltl&n 

wape.~a-..-oi--WI .... 
. ..........,ro~61.-

s 7,96t,?IA 
4,769,107 
J,lf2.,677 

3~21,72'7 

(UI,lll) 
SI,!S7 

Oll,!ll! 
(l,lf7,211) 

(SO.lll) 

I Q,?17 t139J 

S (O.OS) 

(0.11%) 
I 1!!2!:1 
I co.on 

1&,117,719 

s (O.OS) 
s 

~el s j0·2!J 
s j0:07) 

"•l'V" 

(109,103) 

(I,IU,H.S) 

1 o.:uum 

I (0.01) 
(O.o2) 

I j&IO) 
I j0-10) 

u.m,oos 

I (O.ot) 
(O.o2) 

I ffi·10Z 
I jO.IO! 

u1m,oos 

.. ,. .. ~-n. , ... - ... ......,,.,.ot ___ loioll 

) 

• 

s 22,199,12t 
ll,OSI,!Ii! 
t,I>IO,I&J 

12.5,569 

(1,)S2.P7l) 
46,)12 

Q,)OS,?lO) 

(I,IIO,Ul) 

(l,IIO,UI) 

1,117.!!! 
m:rn 
!ltl,ll!l 

s .,,,1190 

s (0.07) 

0.11 
I o.a. 
I 002 

",!!2..119 

I (O.D6) 
s 

0 10 
s O.D4 
s 0.02 

ll..al.JI9 

s IJ,m,.2 
9$74,!)1 
4,1n,QII 

4,121,.5 
909PI• 
14J,SSI 

S,SII,$17 

Q.l!JJ06) 

()4f,l60) 
9,1?0 

11S4,<40) 

(1,737~ 

!C1S,!!O!!) 

(2.212~ 

(2.212~ 
~,66'7) 

S p.a:UU! 

s (0,16) 
(O.G4) 

s ffi.20! 
s 1,\!JO! 

111129,177 

s (0.16) 
(004) 

s ffi.20! 
s !0.301, 

111129.177 



SA TnlCOblM\IMICATIOHS. INC. AHD S\IBSIDIARII!S 
COHSOUDATlD STA TUI&I'ITS OP SIIARIUOU>I!RS" EQUITY 

(\.lo>oaii<W) 

Soria8 """""'' btfmJd $'?!' ? •aas• ..... Rc'*"4 Tl.....,. 
8ilm 6IIMII a.w 6IISIIIIII Ql£sU *lilil bU lJIIII 

1lll-.. .. l-ll,l99-' IIU61i,l l9 ' I,OJ7 s ll,&3,114 s (!,«W,I64) s {3.0,9!0) s 9,9U_l!7 

Pr1vt.t. pllc:__, of~ aliOCk I,Sfl,4J9 119 l.f)4,)l7 ~.,. 

-o(--b -•or.,..,.. &3,501 IJ na,410 (lU.&SI) l»,&SJ 

l_........•ol.soict AR 1r n• ... • l'lcfura~ -"' """""'-oeusc 261.)50 261.)50 

'-of Sales D 1'11'1GT .. Sood: 
far ..,...W.:.O otiJSCl 111,000 s 0'1,114 fU,IM J.lSO,OOO 

._orc-.s-r..douo 
w ....... l\w ~iloe or usc 2.101.100 Ull.JOO 

»cclau "' ... paiod !U49,fll) (1,249,!1)) 

0.'-<1 "~ lO, 1991 IY,OCIO s f]1,1l4 ll,tt1,10l s •an s 2J,l1!,S41 s p.mrnJ $ W't"l) s 1!,!!!,4U 

~··-)1,1119! 111.000 • IU,110 ll.<Q,IlO • 1.]44 s 10,1»,099 s '"·"''19) s (4S6,601) ' 
,,.,,., 

........ .,._of __ 
lli,'IOO u 30,111 J'IO,OGO 

t-oe-.-ror: • Eaadaoo( ....... ··~Olf •• 1<0,41:) (411,]1.) 0,10 
llloooda or -...a. 1,090.000 109 1,]62.)91 t.lfUOO Comc<-o(- 1fl,t !f ,., 449,91) 4.10,000 
<Mw 41f,]ll 41 911,614 tii,&Sf 

.......,..oe,_IID<kb 
acqobi..., .ruse-. (IU,OOO) (S1l.2JO) 10,0%1 ., l,&n,m (1,9110,000) (I,NI,w;l) 

·-r~- 141.W ua,m 
,..rand oll..wa.J ·-

iododqiC<I- (19Ul1) (191,1)1) 

Nu ......,lbr.,. period fl1,1!27 &11,111 

a.t_,ooSc.........,50, 1996 s lt,au,.o-n s lin s 3$4!!,6.11 S (U,SJ1,0!9) .I 0 .!9,.9U) s 11,069,1'99 

Thl: acciCII.'II,..,;. nolla are &a ..,_.t ,..t ofh• CC!IaiQild:..,. ~ ~ 
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SA ... COMMUNICATIONS, INC. AND S. lAJUES 
C'lftfSOUDA n:D STA TE.I\1ENTS OF CASH FLOWS 

(Ur.audilld) 

For tho lliDo IIIOIIIbJ 

Cub ~!Don hn ~ actiYillcs: 
Nct'-Oca> 
AdjUS!ments t:D .........n.""' loa (I)""' cuh mal by 
..,.lin& acti'f'ilia; 

LoA hn di!!W!•inued ..,.Docs 
~ilan·pioOD~o(dcbc 

Depradatic ODd amcct.izadao 
Provislcc. for a-Clll.....unll ~ 
Provialcc for Russian WD~~nlos:sa 
Cub used for d!.contjnswd SA TC bolsiocss 
(locreuo)"--in: 

A.ccoiiiUI ODd - noccMhle 
Propoi4 ....... ODd oCbcr 
Olhor""" 

lncnuc (~)in: 
Al>couml .-,.1>1• and """""" apalla 

Cub nowa hn ~ acll>\lia; 
Additioaa to PRPC'Y and oquipmcm 
Putdwc ofUSC, DCt o( cull aequind 
C..h 111«1 for cllKon1inuocl SATC busiocu 
Olhor 

Nee cull aad m ~ ac:ti1'it.ia 

Cub 11011'1 from lia&nciai IICIMtict! 
Nee elwlacs In lbort-tc:u~~ loaDs 
IDcrcau in Jaaa lam dobc 
Pnncipal ~ ODlq-tc:ull obllptiODS 
OdlC !ssum:o ooct 
1'1-..da hn pMw pla-mM\1 o( _,.,..., """* 
l'loccoda 6wD Scria A Prelcmd Sl<dc 
l'toecccb hn Clll:t'CiiC o( _,_ 

p, 11 hn -mo. ol cpiaaa 
Purehuc oi11QJU1y lloek 

~oaaM <'*'->m cuhcd ~ 

c..b II~ ofpaiocl 

5 

s 

s 

' 1__. t~rmb.ulQ 
1996 .!ru 

6)7,227 s (2.249,61l) 

475,000 
(1.&17,171) 
1)96,316 909,014 

718,741 31l)U 
1u.na 

(ll7,4l1) 

(:!)46.6Sl) (1,041.741) 
Ql0,624) 114)H 
(440,838) 41,2~ 

IUJU 11.773 

(1.1~ (I )OS, I!?) 

AA6,914) l6S,792) 
(6,154,147) 

(lJ)IP) 
(3H1l! 

(l,$46,914) (6,973,911) 

(10,571) (461,021) 
19.,300,695 7,000,000 
(9)19,771) (1,171,112) 
0..156.201) 

1,6al,50) 
1,000,000 

1,359,149 
100,ll0 l7S,4S9 

(l,900.QOO) 

16,27),674 l,4li,7H 

11,167.111 (60.3U) 

123,731 ll I 431 

12.690,949 $ 271.075 



• • 
SA TELECOMMUNICATIONS, INC. AND SUBSIDWUES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

(Uuadlted) 

NOTE A- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

lbdmcrim W'sof!C!"ed fmladai-1111'C lllolo o(SA T•la:ouwunlrPo!om, Icc. &tid JUbsldilrict (!he "Complll)l"). Those 
insuim coasolldl=d filwJcW JWcncDU II'C prqiii'Cdpunuan~tolhc~ Cor~ co Fam II).Q$8. The OomDbtr 
3 I, 1995 conso~ balance sbCCI data wu cktived 6om 1udiled eansoticlated fiNDdalllllall cnu but doa 1101 Include II) 
di.tcloJures ~Ired by pnel'llly ~-dill prilldJ!tes. The 1!11~ t«DDilcfileclllnandali-IIDC! ooca cbcmo 
should be rad Ia 0011junalon willllbo ccmolldalcd -=" Uld ooca Included iD die Complny'a Lucslamllllrcpcn co Form 
IO.K.SB. Ia die oplnbl o( ~!he lat.crim _.,.a,tered lia.tudaJ aa:r~ncu ret!CCI allldjumlcntl (COCI.IIstin& coly of 
a normal~ oarurc) ne=uary for 1 fait pre,...... of die coasollclated ftN,.Itl po.Jdoo and cooaolldllcd mvlll of 
opcrllioas Cor inlaim periods. 1bc cumm period consolldlled ..-!a of cpcradous ere 1101--..ily lndicadYc of taUiu wllldl 
uldawcly wW be reported Cor die ftll1 Casal yar Clldil!& Dcccmbct 31, 1996. 

Ad~~ rcomtaiDd cmSJCrion• baw bcco climinra:d Ccrcam prior period rr 11J1J bav. bellO mleqtr.ed 
for compltlllw purpoa:s. 

NOTE B - ACQUISITION OF FIRST CHOICE LONG DISTANCE, INC. 

Elf .aM Scpr=btr I, 1996, rhc Ccmpcy acqWted Jllbla;ulaJiy an of die uscu or F'ltSI Ololco Loq oaa-, 1:1c.. 1 J".rlldl­
baxdmcllcrlocllcdmA:IDriiJo, T-.foraiOIII~ioDofSl,070,000C~>eludlnt~apccuacr-cnu). lbc­
ac:qulrcd Included Finl Olob'1 CWIOm<f bue of opproa.lawely •.$00 QQtoalm ond IWO SlemCN ScrombcrJ~ DCO 
Calll'll omu rype switdlc:s, whlch will be~ laso lbc Cclnpo.oy's c:Wzill& ~ Plm Choice bu IIUlll&llz:cd rt'YCIIUCI 
oflppcoxlmatcly S3 mmioo, based on Its AuiUJli99611MUdlcod IIIGlllh.l)' ~•awe. 

1bc ac:qub!tlon wu ..:counled for u a purcbuc, w1lcnby lbc - poltCllaM price owr 12M •-ac:quircd bu bcell monied 
baxd upoD lbo C.lr nw1cct values or UKU acqulnc!. The-of cou owr act UUIS acquired of~s-.ooo lind n-JI<l< 
~ of$120,000 II'Cbclna1111011!mlcoa Jll'llcbl·l.,. balJ owrl5 andl yan, n:specdYcly, 1bb allocadocl wu based 
.., pn:limiuy ....... _ IDc!IZII)' be revised ... laiCr cilia. The Company's COIISO!iollllcd --o( opondoas iDchwlc die 
raults of opCJIIious or first Cboicc siac& Scpc.mbcr I, 1996. 

The ro~~ow~na IIIIODCIIUd pro forma CICICibiftcd -w ol opnr~ou or die Coolpaay usmncs dllillbe acqulddoe oe Finl 0oo1cc 
wu comp~d" Ill .. bcai=iD& of 199S. 1bac pro r-.- rtprtSC~~IIIIt blsDbl opcndccraultl orf'n~ Qoico 
combmcd wrdl dloK o!tl!cCaDpoayl'l!h ~ ld)'•a "'C wllldl ciY< ~cc 10 ~apcue IDe!~ cxpcmc. 
1bac pro forma IIIIOCIIIIIIIR DOC nccasanly ladlr:ciwc ol-soJjd•cd opaDI& raalts whitb ~ blve bcc:n included ill d)c 
opalliolu of die Companydurlq die pcnods prcscnlcd. or iOIIIcb 1111)'.-llilllbc lllcln, bcclu.M lbcM asn0111111 do 1101 rrllea 
ftllllnlllll11iulon llld nrlldlcd scrvfc:c-oplimil:ldoa, llld 12M ayoa pac dfca of opa IAi&. MWaa. cmcnlllld liCimlNJtn1Jv• 
exprJUCS. 

Rncnua 
N<lincomt (lo>l) 
Nd lou per a.barc OU""""'in& 

' 

For tbe Nlae Moatbl 
Ead~d Scplcmbcr 30 
-LHL tt?s 

S24J67,7%Z SI6JII,071 
311,779 (l.6l9 .. 74) 

SU'2 S(0.24} 



• • SA TELECOMMUNICATIONS, INC. AND SUBSIDIARlES 
NOTES TO CO!'ISOLIDA TED FJNANCL\L ST ATEM:ENTS • Cootiaucd 

(Uoaud.ltcd) 

NOTE C ·NOTES PAYABLE AND LONG TERM DEBT 

On Fcbnllly9. 1996,.S.CSO,OOO of !he Company'J 1%Convat1'blc Subon!inaltd Dcbcnrwa duo ill 1Wie 1996 wae coavt!Ud 
ltuo 267,1S6 ~ oflbe Company'$ Commoa SIOdt. 

On Aullllll2. 1996, !be Compaoy c:oa•mnm ..,, a~ pla:lcmcl orm .200.000 or lu 10% CooY'Crliblc Nola 01>c 2006 (lbt 
"Noca"). ~ Noccsarc c:ummly CODYCnl'bk lnlo lbeCompaoy's Common Sl.ott ll& coavcrslaa prb of rus per llllare. The 
nc1 proceeds &om !be sale of !be Noa wm IPPfOXltwoly ru.A million a.l\cr Jivinc ciT'cct 10 !he cr&csacdon reWed fees and 
·~· The Company UICd approxlmJ~tly Sl2.0 m11lion of &be 1101 proceeds &om lllc privasc p~entco repay cc:nain 
lndcbltdness, attd to repurc!we or redeem cenalD lham of lbe Company's Common Scock &ltd 0111Jtl111C!in1 ckbcn~ The 
Compaayplmsto urllbe d:le ~ orlbe pocads (~ SIU millioa) primarily 10 cfi'<Ct acquililioiU 11>11 nra!tJk 
.atliaMCS, 10 !!!W capilal Cllp<ftdicwu. &ltd fw cmcnl corporm pwposa.. 

ln S<pl<mber 1996, lhc Compaoy rcdccmtd b $2,000,000 priftcip~JIIIIOUIU of' caa¥miblc dcbaiiiii'OS wllkb had been bmtd ill 
!Mud!, A prO and June of 1996. A $331,313 loss on cxtinJUishmenc of debt wu reccwdtd on tltls redcmpdon. Thu loss was 
inCWTeCI because lllc dcbcnlwa had been recorded lllcst dian their princ:ipd or fiCO amaunt due to dlo val111rion ofwunna 
Wiled ill conjW!ctlon with lhac debcnwa. 

NOTED-STOCKOPnONS 

On March 21. 1996, the Boon! of Olm:ton 171'\ltd opllons under the 1994 Employee Srock Option l'tln 10 pwdwc up 10 
601)00 shares of die C0111pao)"s Common SIOCk co employees ac • price of$2.03 per abarc (markcc vaJue oo lhe d.u4 of Jnlll). 
After a rixomooth Wlllina period, lhc lltlrt.t IICAjllfred upon ~erdse lillY not be sold wller lhln periods Vll)in& (1om al&htten 
10 thirty OJO!Illu. 

NOTE£· COMMON STOCK PURCHASE WARRANTS 

On May 7, 1996, tbl holders of !he Common Srock Pwdwe WamniJ bJue<l billie Cwnpony'• Squmbu lO, 199S pri¥111t 
pl.occ-mcnt cxctclstd ruch wamna fw IUI...,_pte of 1,070,000 &ham or Common Srock a1 an ourcise price o(S 1.2.5 per sluce 
ot S I ,337 ,500. lll-uon whh such ,..ny uudlc, !he Company luucd ..tclh!O!!II Common SIOCk Purdluo WIIIUIIJ 10 such 
holders audsablc 1:110 att aurep~e or 1,337)00 lham of Common Scoclt a1 ao cun:bc: price of suo pet~ betwU2I 
~bet 7, 19961Uld Mq7, 1991. Oac oflbe holdal ofmch ....,_ ~ lnlo 7SO,OOO Jbans of Common Sl.ott lw 
llptd noc ~ uadst such-~~ bc:forc 1&niW)' 1, 1997. 

NOTE F · EARNINGS (LOSS) PER SHARE 

e.mlnp pet Jb&re were cak:ula1td based upoo lhc wciJhl<d ~Vet~~• number or Jlwu -lll>dlq c1uri11J lba period plullhc 
dllu!M clfo:ct of SIOC:k opcioN.Ilock womau. ond Series A Ptcfcmd $lod( uslq die Modi !ltd Trcuwy Srock mdhod. cxoq>r 
wbut lhc USlll!!td a<n:oK w convcn;loa of mch ~rock opdous, tiOCk "Ill &!!II &ltd Scria A Prcfcmd Srock would be ontl­
dllu!M. 
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• • SA TELECOMMUNICATIONS, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS- Continued 

(lJuodlttd) 

!'lOr& F • ~GS (LOSS) FER SHARE- Coutinucd 

Primary: 
Avenge Shares Outsw\dlng 
S1ock'Opdons 
Slodc WllrllliS 

Total 
Less~ Shares PI'~ undd 

che Treasury Melhod 

Full Dilulloa: 
A •ena• Shares Oulstalldlna 
SIOC:k Options 

For tbe Three Moptbs 
Egdcs! Stptcmb¢r 30 
1996 --1m 

16,117,789 J 1,778,005 

16,117,789 11,718,005 

I§ IJZ 712 1 t,pa 003 

16, 111,189 11,]7J,OOS 

For tbc Mile Moatbs 
};ndcd Stp1cmbcr 3Q 
1996 1995 

,.,972,$46 11,129,177 
2,941,023 
ll~ 2Q2 

19)15.416 11 ,129,177 

a l~S QIZl 
16.2§111? }1 I§,JTI 

14,972,546 
2,948,023 

11,129,177 

Siodc Wamnu- 1,394,901 
Series A Preferred SIOdc 

Tow 
Ltss: ShirtJ pili'Chl!td lll!de 

lho Treasury SIOCic Molhod 

16,117,719 

NOTE G -J>URCHASE OF USC SECURITIES 

11,778,005 

II Zli2S!~ 

I ~~~ !1!1!1 
20,75$,476 11,129,177 

!ZlDQID 
II ~irl ~12 II 1~21ZZ 

In 1995, In c01111eodon wllb lbc acquisition o£ U.S. ColnnNnlcatioos. Inc. ("USC'), ihe Company Issued securities ("USC 
Secutitles'j comprised of (l) lhc aoca bavina an cri&fnal principalantoUIJI of $4,250,000 (l~ !25,000 sham of Series 8 
Cumul.uive Convmible Pzefared Stock. ill<! (jli} wamnu cxcrcUable in10an tURJIIC of 1,050,000 shares of Common S1odc 
tl s 1.25 per $bate. 

On June 21: !996, the Company compi<V!d d>c acquis"iticn of all oflbe USC Securilles forana~gau of s:JOS,SOOofCI!blftl 
lhc !s.uanc:o of 843,023 shares oflbe C<>mpany's C-011 Stock.~ In 111 ~i.lwy saiD on wly miDauisluncnl of 
dcb1in lhe amG~WofS2,149,191. On Au&UJI 14, 1996,1hc Con)pany racqulred !be 843,023 shares of !be Cocnpany's Commoc 
SIOCk for $2,900,000 or cosh. 
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• • P•rt L Flnanclal laformalloo 

Item l. Man1funcpft Dlmusjgn 1nd Anwlnb oC EJnendal Caodldpn and Benita pCQ·pcaUqos 

The followin& lsadlsa.wlon oflhccocuolid.:tud llzwldal coodldonlllll ruulu ofopmlians oflbc Company t..-lherhr« moruh a."ld nine 
IDOOih periods Clldcd s.pumbcr 30, 1996111d 199S. ltibould be !tad lllcoojunalon wish die Company's l.alut wuul ~pon oa Fonn 
IG-KSB. 

Gtnenl 

The Ccmpany is • rqloo&lln:m:xch.ul&e c:anitr ("'XC") provldina a wide ranae of doaladc u:lccommunlcatioas SCtY!c:cs thtouJh tu 
nr:IWorlt or OIO!lccf and lased CIGUidcs. The Cocnpa.ay'a CU110111crbuo ls primarily eomposed of $lllall and medium siud commercial 
ICCOWIU 111d raidend:aJ CUSIIXIlCII QliiCelllralcd In RCOndary IIIII 1\1111 cn.ut.cls In lbc IClU!hwCSW11 Uciled Slllcs. Ill addklon 10 provid.inl 
"I+"" domcsllc loa& dlancc savlccs, the Cocnpmy aho olfcn ~ loo&dlsi>tnurcMccs. cp<n~Crsavlccs, !'&lin& JCMccs, IIIII 
other prodllcb SliCh u voice sad ciD privale llDcs, "aooolar ~ ~nvct Clllds. wboks&lo loa& diswl<:e savlus, IDd loaJ c:xchan&c 
scM<:cs lhroup an alllmcc with Soulhi"CSSI:m &IL 

The CompoAY cm.emllhc u:kcommunlcadoos buJillcss in 1991 dvou&b tile acqubldoc of Non!! American Telcc«nmunlatioru 
Copcnilloo ("NA Tt:'"). a ~unlen'oo• pro->cltr olfaina tn:.madoaalloas dlmDc:t 1ct¥1ct 10 forcip QIJIOmcn. lA 199411111 199S. 
the ComJWIY ..:qulred two Tcxu-buecl swllcbed ruellc:n, Lena Dlllan~ Network. Inc. ("LON") or Daltu. Tuu and U.S. 
Communbllccs, !nc.("'USC")orl.cvctl.llld, Tau. ~ 1996, dleCocnpany compleudascucqulsllionsofswh:hcdracllas of Jon& 
cllslanu u:lepbone savlccs loca:ed In AmmUo sad McKI:Incy, Texas, sad acquired tile stock of Uoiquat Cocnmwalcadau, IDe., a 
companye2lPied Ia OUiboand celcmatU!ia& md lllirdpcty -cr w:tUicallon ~ Abodlltbl&l996,1ht C«<pauy expanded 
ill n<IWOI1c lhtotiplhe acquisition of swilcbill& equlpmen1ln AIIIWlo aDd Lubbodc, Tcx.u and Pboctllx, Arizona and lhe additions of 
!cued II"IIWilinl.on tlr.clllda bc!Ween the Pboenbt swilcb and tbo Company's swllcbcs In Dallu and Levelland. Texas. 

TbcAmlrillo, TcwwcucquiJmonofF"niO!okc Lena Dislanc:o, IDe. wudf<C:dvcS<planbcr 1, 1996. The amuacquirc<l induckd 
FlntCboict'a CUIIOmerbueotljlprOlC!rnmly<I,SOOCUSlCmallllld IWO Slcmccs SlnXIIbaJ-Carlsoo DCO Ccnnl Office type switd>cs, 
whkb will be In~ into lhc Coalpany's cxlslbla necwork. Fim Cbolco bas &IUluallud R!Ycnues o( appn»rlm11ely $3 mntlon buecl 
00 irs AulliSI 1996 monthly rncDIIt.. 

Tho Company nwtcu itS J<1Vkcs In an:u ill tbc soulhwau:m Uoilt<l SlaUJ mvcd by lu nctWOtlc primarily under the ·usc; "USJ; 
"Southwcn Lea& Dislanco Ncrwcrit'' and "Flm Cbolc:e Lo!J1 Dlslance" ll.cle IWIICS. The II'OWih of lhc Coalpany's lnldat ct111omcr b~ 
wu lhe result of ill acqulsidoll or LON, USC and Fim Cbolco. The Coalpany ant1c!po1a Amlrc p"OWib wtU mulll'rom sales IIIII 
marb:tinaclfortlofirs salcs forr:o sad l'rom CW!!Inucd ao::qukidocls oru:Jccommun!carions companies ...:mbt irs matU!~m.,.. ad"JKCI'I 
tb~IO. 

011 AIIJIISI 12. 1996. tbcCoCIIp~~>y -PI!!!m"..t aprivale plaocemcmotS27.200,000 aria IO%CooYCIIible Nola dale 2006 (lbc "NOleS"). 
The Note~m =dy-valible laiOihc CoCIIp~~>y'tCocnmoo Sllocka1 1 e011w;s!oa price offl.$S per JhaR. The nu PfOC"ds l'rom 
lbualc of !lie NC!kS wm appoxiol)allely SlSA mlllloo all#afvlnaeft"caiO lhcii'IIISaCdon rclllc4 rca lllllapcnscs. The COinpanyiiSCd 
~tely $12.0 ixulllon of lhe nel ~ds from lhe priva!G placcmcn110 ~y ceruin inclcbudncss. and 10 rtpwtlwc or ~wn 
ccnllosba:uofb: Cocnl*')"t Common SIOdt and outstiDdlna debcaona. Tho Company plaos 10 ut!1iza lht balanaorlbe PfOC"ds 
(~Jy Sl lA aW1loa) primlri1y to eft"ca acqulsilicm and~ am-.:s.co lllalc& apDl Clq)CIICIC.U, and !cr pcral earponte 
purposes. 

Fonnrd ... l.99kler S tatcmcpb 

CAn.aJn or lhc mtemcnu lllacle in Ibis I'CpOft ~ (OfWild.toolM&- Sodl m~C~~~a~u are based on an weumcnt or a vor!e1y of fiC!On, 
contin1encios and unccrulntlcs dermcd relevant to manaacmcn~ lnc)udilla lho Company's cwmtt neptive wh now pcHhion, tho 
CoCIIpony's hlPorical opctlllna losses, tbc need for ln~ oftbcCompany'a acqWsltlons. the n!JUWoryaiY!ronmull, and olhcr risks 
lacflmcd in Ibis and the other 1Wnp wkb thts-ridcs ltDd ~Cocnmbsloa. As a~Ulh, the-' .-tlJ rcalbzd by 11M Conpany 
c:ouJd dilfcr uutaially l'rom tile Sllten!CI1U made herein. Raden of Ibis RpOIIIR audoned 00( 10 Jll- uodue n!llanu onlhc forwvd­
looldna slltcmcniS made In this tqJOI'I. 



• • Ray Its or Oos;-ntlqnt 

The follow!na table KIS forth emaiD lums in lhc Colopany"s Consollda~d Statcmc:oiS of Opmdoo.s u a pcrerl!C.&e of iu opeminc 
revenues for !he three IDd nllle monlh periods cadcd Scptcmbct 30, 19961Dd 199S. 

f« lbc lluft For lhc oinc 
montlu ended montlu coded 
SCR!£ml!l:[ JQ, Sf.:DU:,mb:tl l2_ 

.l2H .1.W .l2H m1 
Jtevcnuc 100% IOCW. IOCW. 100% 
Cosl of rcvc:nue ..64 ~ .J2 1l! 
Oross ptoJic 40 34 41 lO 
Opemin& cxpcNC$: 

OcnmiiDd admlnbtnldvc 35 J.4 33 ll 
Depttclatloo IDd amoniz:ldoo ' 1 1 6 
NOORCUtriaa R.ussiiD YGillae cbatJc - ..l. - .1 

~·!loss) from allllilwina opcru~cas (l) (9) I (!0) 
OdJct mcamc (Cli:JICilSC) (I) (l) <6? (l) 
Dbecmtioucd opctadcw (3) (l) 
Exnonllnary pin (loss) on exlinsullhment of debt w = J. ..; 

Nct incomc (loss) Wl2fl Wl2i ....ui wm 
E8J1l)AIQ (loss), u detm.d S4321l~ SQ2,2l2) s 1,7n.:lll2 S Q;IR2~l 

cq Eaminp (Joss) befono interest, tues, depreciation, amortization, nonrccurring chqes, and other income (expense) or 
MEBJiDA" (as defined), is a commonly used meuuroofpecfo.mancc In the teiCcOinmun!Wloms lnduroy. AJ uwl bt~ti.o, 
EBITDA iJ 110( ln!ea<led as either 1 substirute Of' repla=ne:nt for oper.atina income (u presented aecOI'dlns 10 GAAP) 
as a measure of fmancial resul11 or opcmlons Of' (Of' cash flows fiom operations (u pR$C11ted -.xon:llna co GAAP). 

Drtt Magtha Ended Ssercmbcr 30· 1996 Vema Dm Mqnrbs Ea4cd Scpscmbt:r :10. 1925 

Revenues incrcucd by SS02,4 17. or 7'1', from $714S9,J67 (or lbolbreo monw ended Scptembct 30, 199.S 10 $71961,784 for lbelhrco 
moolhs endtd Sepccmbcr 30, 1996. Thll SSO'l,417 nCI In- iD mcnues wu lhc I'C$\III of (I) tho Flm Clio lee acquisition which 
c:oncnlucdS272,923,(U)aSSi01,570 lncm.sc in 1M C«nprny's•w maou. primarily Win& hu incaul p'OWib (Cl!Ciudilll em Fil$1 
Choice JCqnhitfoo), and fw) 1 IICl dcc1inc ot s:m,0761a-rdadq to conalft cpen:or setVicq, and the C«npaoy'J wholcsalc and 
fltrmmjonai!Jusl:lcJs which the Com)*IY ~de JGu!zinl The Complayha-dl!llcd to <n~phaiD die SCIICnlloo of"l+" ,.,..,"" 
from inllmll lfOWih and ""''"illdonJ. and 10 dc-ctnphuhe die marlc.cUna oflu QPCt111Dr scrvlcc, wboi.Woc: and ln~amrlonal busin..s 
bccsuJe "I+" buslnta emi= h!Jhcr pou profit maralo.s. As a I'C$\Ilt, tho Company cxpcciS lis opct1110r scrvlca, Wholesale and 
fntcmmlonal rovmw:s 10 remafn fill (If decline in thol'unote, Ulllm an oppotllllllty ariJes wbmy 1110 m&IJW for Jueh llnu of business 
are tom parable 10 tho ComJ'II1')''J cdlcr produCIS. 

Grca proiu lnawcd by S64S,.o4lltom Sl,S47,63l fbr die lbtcc mOCibs ended Septcmbet 30, 1995 10 S3,192..677 few cbc same quar.cr 
Ia 1996. The p-oss profu _,.p, lncreacd byes% .!tom J.C% fard!o ll:t=moNIIundad Sqiccmbct30, 199$'10~ foc-lbolbtcc 1110Cl!ls 
cndt.d Septanbct 30, 1996. This iacn:ac wu primarily lllribullble to cbc lmqratlon a~~d opcndon of lh• Company'• nnwwt c:oaplcd 
with ., in=ucd oumbct of ca1JJ ori1inllina and ccrmlnadna on die n~ Addltloclally, dlcro has been an lmpro•cd call111ix wi1b II>• 
lower mergln OJ>Cf'tor urvfee and Wholes.tfe cnJ!Ic dacllnllll whD.o being "'plmd with clio hll)ler miiJin "I+"~ tnoffic, 

Oc:n<nl and adlllinlslndvc cxpeosc lacr 1"1' d by S2U,2JIItom $2.S47_s6$ fDr lbotbrcomonms ended Sepccmbct 30, !99S to $2,762,103 
(orlbc amcquan« io 1996, and uapcrcc~~t~&Cotrcvawa. iDCi t from J.C% Ia 199S 10 3S% In 1996. 1l'bc ia=uc Ia coa.l &e>ml 
and adminisnliwe cxpc:osc md small~ u a~ o! ..-....sIs pr1llllrily Clribuiahle 10 lilt &Cirinl up for addJdonal JTOWih 
and acquisldoDJ In anticipallon of an earlier e!osina daLO (Of lbe N~ Olfcriq !han tho aaual clotln& dale .ill AuJIISI 1996. 
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• • ~~lm0f1!zallooapc= faa sed bySI2$,1116:omSS3l,lll forlbe dlreciDOIIdls cadcd Scpqmbu30,199S 10 S6SI,924 

for lbc sun• qwwr in 1996,1nd u a pcn:cnsaac or rnonua, iDmua! trcm m In 1995 co 1% in 1996. This IDcR:ase resWicd trcm bJ&bcr 
depredation l:ld amortlzalloo ~ arisinJ from lbt acqulsitloa ofFint Clloict lftd ina.-d depredation &om the tcqllblllOa or 
swllchinland other nctwm cqufpmenL 

Dwill& the dlird quarut of 199S, the Compa~~y lncumd 1 S ICl,.SSI DOIII'CCU!rinl cflatr;e 10 opcndacu rcla!itla10 lbe diJcootizluadon or 

its_.,, un!cplms Ru:J:sim -=no. This cbqt WIJJI).Ijjo (or COliS wodalcd with wiD41111 down lbc alf&ln Of tbcsc VClllllrc:s 

loclllclilla tmninatioa CostS, coDcctability of rccciVIbtcs. Inc! wnte-downs of ccttllft uscu. 

EBrTDA lncrused by ~62,106 trom ancptioc Sll.9l2 for die lbrcc moatlu coded SqKtmbcr 30,199$ to a positive ~19,&74 for lbc 

Amc qu&n;c: in 1996. Tbls iaaUK is prim.aril)' wlbwable 10 Improved crou profit C1111Jins on ina.-d rcvcnuu. 

Tho Compa~~y blalmd 1 lou 6-om ewtt!nulaa opc:rwtlonsofS709,70l for the three 111011ths ended Scpltmbct 30, 199$ vmw 1 lots liorn 
tontinUinl open!locu Of$229,0$0 for tht Jlmt quiiiCr Ill 1996. lhb ltnptO'Icmall\oU primll11y anribwblt 10 !::!proved crou profit 

~ panially oJ!sd by IDauscd dcpr1:dlllco lAd amoniD!laD. 

The c-pusy bad lid odlcr apcDIC Of $241,262 for lllc lbret IIIOAibJ elided Scpumbu 30, 199$ compucd 10 Oct odlcr CJiliCI1K of 

S606,3SS fonhe same quartet in 1996. This lncn:asc wu prim1111y din 10 ao inarue in llllm:sl flCJICIIM trcm $2$3,12110 S6SU12 

rclalcd 10 die ~ccofdle Nota in Au&US~I996. 

The Compt#Y ~ec:osdct! 116 tMw•l $22.5,000 provWon for opcmina louct duriaalh• pbasc-o~~t pctlod fot ils dbcontinutd Scr.teale 

AbsncundTttle C#pcndoa ("SATC") llllbslcllaty fCC' me thrtc IIIOIIINcudcd Sepumbct 30, 199S. OD fcbnwy 29, 1996, SATC wu 

JDid ID aluy IIICIII!Jrro!SATC mJ!lllcmtlllllld c lmpclnncalbs wu rtCOnlcd uofCcccmbcr Jl, 199,, 

Tht Compcsy iaamcd 1lou c.~~ of debt of$331,113 for mclhree lll«<lhs coded Scpcembet 30, 1996. Tbls lou nl.ala 

10 lbe Coalpml)"s rakmpdoo ofils S2 million principal WO<ml ofcoaVU!iblcdcbalmns from doc pOC*Ub of dot Note o!l'criq. The 

ec.:avatil>lt 4<bauwc:s bad beal • owdcd 111m ldlln die priocipd or oo anOWII due co the v1hu!loo or warrants luucd fn cot1jllnaion 
with theuo cooveni'olc dcbcnturu. 

The Compc!)'incurnd a net loa ofSI, I1S,96S ror lbe dim months ended ScpcanbtrlO, 199$ u cornJ*'cd to a net loss ofSI,t67.211 

fCC' dot- qua:ur Ill 1996. Tbls lmprownrtlls prbarily IIIJils&ablo 10 lha lnaused lntuat ClCpcnJO and the oac·limo ex~ 
lou oo cxtinJ!Iishmont of d:bc, panially offMt by lmpnMd crou protlt lllllpiS c.~ i:z:lc:raRd t<VaiGC:S. 

Nine Mgnrbt Ended 5cgrcmbcr lQ. J9H Vcms Nine Mpntbt Eocfcd Smcmbsr]O 19M 

Rcvcnuct lncRaud SI,C26,117, CC' 61%, from S 13,171,94l Cor doc olno montlu cadcd Scpambct 30, 199S 10$22,199,729 for doc 11ino 

IDOOibs ended Scpcrmbu30, 1996. This Sl,~26,711nct blcnaso In nvcnucs wu the MU!tof(l) the eunomcn, net ofl.llrition, obtained 

in lhc USC ccquisitioo wblcb contn"o<<ted SS,97'1,677, (ll) the First Cllolea acquisili?o wbldl concribwd S222.,923, (Ill) a S3,112:W 

m.:z-1a the Company's "I+",_,_ primlri)y arislna from lllsaul 1J0W1b (ClCC!udlD& the USC and FiB! Choice ecqubldocu), Inc! 

(iv) I lid declillc of,SU0,096 in I'C\'Cl1lle n:lot.q 10 caula opcn%01 ICtVica. aod doc Company's wbolcalo Cld ~ busin<ss 

wbldl the CoaJpa:sy is de JN"rinl The c-pany bu COGiimlcd 10 cmplw1211 the pocra!lon of"l+" l'tWIIUc fJtN:I fnumal pVWih 

and ~Inc! to do ampbasbx: die m.vb:dq of its ope- ..mec, wb''mlcad izau rdoarl b sl cas bca=se"l•" basloas 

emla a hll!>ct pass pro& mqla. AI I nsWI. dbc Ccmplfty cxpcas its opct110t M:rlllces, llllloJcsalc and lnwn.rUoa.rlrnonua 10 RIIIUI 

n.u or decline In die funn, Ulllcss 1ft~ rrilcs w!Jcn:by the flllrJirts fOf .illdlliDcs o!l:so:slocss 1ft COCIIJIU"bltto the CGalpany's 

odlu po.:lue!L 

Oroos prorn locrcased by S4,9Cl.IS3 6-om $4,191,011 Cotlbcoinc mondu ended Scpccm'otr 30, t99S to S'>,IC0,163 for thonlnc months 

cndcdScpumbcr30, 1996. Tht posspro&CiqiD IDu I by II%&.. 30% fCC' dot alDt -u.s CDdcdScpumbct 30, IPPS 1041% 
fCC' the aN: IDOOibs cndcd Stptombct 30, 1996. l'lllllocnuc wu prbriy lllribulablc to tht inlqratico .,., OpCnlian or doc eomp.,,., 
DOIWOi1l: coupled ..;thaD iDuascd CiiiiDbcr of calla cripYrina lDd ........... , C11 tilt~ AM#omJI!7, tllctc bu becDM Improved 

c:all llllx wl%b die tower IUIJID opc:raiDr scrvicc lAd wboJcsalc n!l'IC deehnfna while bm& nplaocd Wllb die hl&l><r marsJn "l+"l)l>C 

lnlllc. 

Ocncnl and ldminlltmlvc expense incnucd by $2,179,609 6'om ~)21,!14$ rot lhc oillc months ended Sqltcm'otr 30, 199$ to 

S7,COI,SS4 Cor lbe nin.c monlhs ended Sep\tnlbcr 30, 1996, Inc! a a perccn~a&c ofnfflftua, mnalncd C>Onmntat l3% durin& cadi 
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• • rupcctivt p<tiod. The inacase in lOIII a-=ncnllll<f adtnin~ cxpccse is aaributable to the aurina up for oddidonal &r"'WWb and 
acquisirlons in anticip;uloa ofJD earlier tlosinc dale for the Note otrtrins dwl the o=W elosiug dale inAugustl996. 

Ocptcei>rion INhmOfllz:ulon ~ incrw<d by$697, 126 6'0ID $909,014 for the nlDe mooilu ended Sep(Ctllber 30, 1995 to $1,6.)6,740 
!w the.,.,. nine mondu <nd.ed Sepwnbu 30, 1996,11ld iU a percen~~&c ofrovcnucs, inat.ued ITem 6%·in 1995 to 7% In 1996. This 
inaeasc I'C$\I)ted from hlsJ>a depc=ildoa llld ~ chqa ltlsin1 fi'am the JCqU!sit!on of'Finl Choice llld lnerwcd depRchtioo 
Ctcm the acqulsltbl or JWitc:hin& ~t~d other nctWotli: equiptl\c:nL 

llu:ift& the third q~~JWtof 1995, the Cornpanylnamd aSI43,5SI noorecurrlnJ clwJe to opmdons rtlal.e4to the dlxonll4uadon ofits 
not>-ttlecommunicoliotU Ruulall vc:nrum. Tbls dwp wu made for c:osu auocfmd with wlndlnc downo the al&ln or ~hac vc:nnuu 
includlnJ tennination cosu. colloctibUity of=eivable.l1 and write-down ofccrWa au.ciS. 

EBilDA inaused by S2,06l,2AJ ftom a nep!M S310,9l4 fcr the niM moodu coded Sepwnber 30, 199S 10 a pocitlve S I, 732.309 rw 
lhe nine monllu coded Sepfanbcr 30, 1996. This lnaeasc is primldJy lllribut:lblc to improved pu profit 1JW1W on lnat.ued ....___ 

TheCo:upany incumd a lou Ctcm continuina opmllons of SI,JIJ.$06 for the nine mondu ended September 10, 1995 venus Income 
Ctcm continviz>iopemlonsofSI:U,569 forlheame paiod in 1996. 1bls lmprvvema>t-primln'!y ~te 10 ln:rpcovedJIOA pcofil 
m&tJW. 

The ComPIIl)' bad net other cxpcnsc o'f Sl$4,440 for the ntnc monlhs elllkd Scptcmbu 30, 1995 cC!OIJIII'Od to tile net ocller cxpaue of 
SJ,JOS,T.!O fonbe same period io 1996. This lncrwc wu primarily due 10 an lncrcue Ill infmst cxpaue fzom Sl64.16o 10 SI.JS2.0T.l 
rclaud 10 !he iulwlco of the Nota in A up 1996. 

The Company accoadcd aa eddldonal 5475))00 plovlaion for opctl!&la IO&M:S dllrloa the plwe-«11 period for iu dlscontlnuctl SATC 
s:1bsldiary for !he nino months ended !iepfzmbetJO, 199S. Oil Fdlrwlry29, 1996, SATCwusold to alcty mcmbero!SATC manaacmcm 
and an impojtmcna loss was ruordcd u o!O.C<mber 31 , 1995. 

The Co:upany r=anlztd a net pin (made upoftwO compooeilll) 011 cxtinauisbment of dclx ofSI,ll7.371 forlhe Din• months ended 
Scpcerilber 30, 1996. The fimcocnpooont- a pin oo Clllinphllmcm ofdebl ofSl,l~9.191rcladnJ 10 lboe Compcy's rodempdOG of 
sceurldes issued In c:ooncalco with the USC aequbilioo for lUI qpp:eo£143,023 slwtsofcbe Company's Common Stock ..:d$101,500 
or cub. This pin wu a-..:oplz.ctl Ia the secoodquancr of 1996. Thae sccuritl<1 tcdecmed lntllided (I) Dotes blvina an -are~ 
principal amowst of Sl, 1$0,000 and barill&lntms~ll II% per IAIIIIID, (11) 111 'llf'1ll& of 12.5,000 lharc:s of Series 8 Cumubtive 
Convertible Ptcfcmd Su>cJc. md (Ill) a WIITiilt wlllch was cxcrclslble fnlo ao ~of I,OSO.OOO sham of the Company's Common 
Stock at any time prforaoJ~Iy 31, 2.000aupcr abaro price ofSI.lS. Thc~c:ca~pocsau wualouoo ~labmcntofdebtof 
$331,113 reladna 10 the Co:upony's rctlcmprioll o(iu $2.000,000 pMclpal amoum ofconwttiblc clcbalNn:s bom the JW0CCct1$ oCibo NOt< 
otrtrina which wu lncumd i:n lho thin! qllltiC of 1996. 

Tho Co:upony inaiiTed • nc1loss of$2,212,9ol6 Cor the nJnc IIIOftilu ended Scp!.CIIIbcr j0, 1995 u compared 10 oet Income ofS637.227 
for the amc period io 1996. llbb impcovcmau is prim.uily llll'ibullbk 10 !he onc.dmciiCl Cllti'IQnlloary pia:l on cxtinpbbment o( debt 
and impcoved profit ma~~lns, pllii.Uiy otrsct by ioCRU<d lnteml dpalsc. 

Liquidity end Cephal Bqqprcn 

Oil Au&USt 12, 1996, the Coal paD)' ccmplcttd a S27 .l au1llco private placanont of the Nott:s, wlllch .-e &encnlly convcm'blc II aoy lime 
aftu December 10, !996 a111 coavcnion price of rus per ~bare, Nbjca to odjuslmc:na In cenain cltc:wnswlccs. 'tbe Notes ll'C 

rtdecntablca the option oflho Coalpany In whole or in pane anytime on «allcr Aueust IS, 199911 CM!IIJ rodempcloll prices lllnlna 
at 107% or princfpal. plus accniOd iD.lctC$110 lbo rcdcmplion -. Eadl bolder~~ the NOles lw lhc n&J>t iO rcqvfze !be Company to 
~the NoteS In the m:nt thai all thr<eofthe follawin& cvcniS o=ar: (I) tl.c Coalpany IDcun C'CIUia Indebtedness, (II) lhc pn>o 
forma lnt= COY<nJO (u defined) ia bs than :LO to I, aDd (ID) the ..... closlnJ pia of the Com~y'· Co:umoo saodt is lw lban 
S2.00 por abaro (or the pRcod.inatwcmy crad'll)l dc)S. 

The CornJW!y hu used lbc no<t paouccb recclvctl tram lbc talc of the NoteS of appntll.tll)mly Sl5A mntioft aA.er dcductiaa eshlillted 
translaion n:lated f~ llld apmm 111 (l) rcfiii&IICC Cllistin& bank debt olapptOXlm&lcly S'7 millloo. (li) am: be lbe Company'• oplloa 
to purcllau 343,023 shamo(cbe Compllly's Commoo Stodt Crom former USC shorcbolden, (Til) ndecm orrcpurcllu• certain or the 
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• • C4mpllly's oviSWidlc& dtllal!lftS fat $:2.1 miUion, wrdl the rm&iftill& balwt of~lnweJy SUA m!Uion urmartLd ID cl!'ter 
acquisitiON llld Slr'llqk allimc:a, 10 lDIU capilaJ cxpmd&rura, and !Of ccomJ eoo IGI!e pwposa. 

CD NoYcmbcr9, 1996. dlc avcnscclosin&Prb o!dle CoiDJ*Y'aC.moo Srock had bcmlcs:s dlcl $1.00 !otdle pr1ot rwmry India& 
days IDd lhc CAmpany'a pt0 forma i:ll=st ~· (u defined)- las dwl2.0 10 1. ThctcfOR, If chc Company !news ..sdllioaal 
iaddlla!ness (odlcr dun an ...... 111%1 ...::cMblo IDd la....aory llDc or cndilu penni=! UDdct cbc No!& l.odcnnn) Ibm Ill• bolder or die 
Nora would have chc riaJlt 10 rcqulrc chc Ccmp~~~y tD rcpurcbaM lbc Nous. Manqcmel!.l c:urm~dy Is of !be oplllloa IIIII dlb rtSII'iclioa 
on ..sditional borrow!aaJ w!U have no ldvmc df«t on tiM Compo~~y' a opctllloaJ. 

The Company has~ dlftlculdcs iD clx&llDlna die DCCUIII)I clrculu &om U.S. Wat c-lcodona ("US Wtll"). die Rqlooal 
Bell Opcnldna Compolly ("R.BOCj which opc1lla 1ft JWaiUCb u ~ Colondo and New Mc:al~ cumnlly bcln, SUYCd by lbe 
Company. The.., clrculrs. wblcb must be obr.dned trom the local RBOC, ClllhlC the Cclciipiofl nc!WOct lb 6pcntt lilts OjiCbwn 
c1llclcllcy by lnc:rwlna die 1111111bcr o! callr ori&ialdoa and 1cnnbwll\l on lbe ne!WM:. Thb pfObkm whh lbe avallabfllry or US Wat 
drcWa Is 001 unique 10 lhe Company u odlcr caricn.,.. aUo ~~ lllls AmO dl!flcully. US Wat hat lhus far JIOI!aslalkd lbe 
nc:cc:D~~y cqulpcDcnl iD lhdr local ccnnJ olllccs 110 m«t die clar\Wid ror draw. SbGuld !he ladt or avallabl• US West clrculu Mftl!nu• , 
lhia ccndldon ..W have a acpdve lmpaa on pass ptOlll marp lftd dnls ptOilllblllly bcausc lho Company wiU be forced 10 ccrmizlllt 
calls otl'ils oc:work u a biJbcrcost dlan I!IG1Ilialrod onlu ootwor1t. 

The Company cxpcrialccdacpdve cub !low&-...-, ICU'IIIIa orSI)OS,I77 !otdlc llillc moolha cndold Scptcalbcr lO, 199$ u 
CGIIIjliiRd 110 s 1.1$9.549 tor chc lb period or 19!1&5. n.e ocpti\'c cull 11ow or s ,,.,,.9 Cot dlc ttlociiiOIIIIII CJided s.panbcr lO, 1996 
iDchldcs ~Jy SI ,OOO,OOO or claims !ar~n~UD~issbiiDd ~~tCCS~cllatJa wttldnl!• Compo~~ybeflrla wu-c~ by tbe 
CocrijiCily'•lona liD& nmnin!nn CIITicn IDd wnnllocal cxchana• catrlcn. n.e Company uumcb 10 v\JOIOUSiy patsiiC acldcmcm or 
lbcs.e cllspulcd chataa by dcmazlcllzla cash rcpaymCIII ot credit apiaJI tlmn bllllnp... 

~used In IIIY<Stin& oalvitlcs wu S6,1S4,l47 for die aiDe monlha elided Sepl=bcr 30, 199$ u com pond 10 $2,546,91• for tbe l.ilu 
period in 1996. 11M Sl,S46,914 iD 1996 wu auribu.lableiO lncreua In propcny and equ.ipmauprimon1y ,.laltd 10 awi1CIIIna equlpmau 
llld network uaoclalcd com. 

~ prvvlclcd by ftnanc:iDa acdvilics wu $1,411,752 !or !be o!IM montha ended Scpecrnbcr 30, 199$ u comp&Rd 10 S 16,273,67• for lbe 
like periodl or1996. The majorily of !be iDcruJc Is ann'bu~ablc 10 die~ oCtile 1>101a ia Aui\IS11996. 

At ScpecrnbcrlO, 1996,1ho Company had acalund cash equlval:at baiMu o($11,690,949 as compiRd 10 Slll,7JI 11 Occcznbcr 31, 
199$. AI orScpcanbcdO, 1996, wamoagpiul wu I poli!Jvc Sl))11,1ll IIGIDpllalluoaplinSl,l4l,IJ.411 Dt9cmbcr Jl, 
199$. 'lllis imptOvcmclo lllribatablc 10 lbc Iss>·-· or lbo Noca iD Aupa~l996. 

CD May7, 1996, slxbo16uso!lbcC.!M!! Scoct Pw I w W-luucd Ia tbc C-pany's ScpecrnberlO, 199$ privwplaocanclll 

exercised suet. -.nco Cot an acp<pk or l,o?O.OOO mar. of ConwOII StDdt • • c:xcrclse price of s l.lS per slllrc or s I ,337 JOO, 
ia -.......;on wldlsuc:h atfy curdsc, die Ccmp~~~y il:lucd .&~jnom! Coromoa SIOct I'Urd:aK W~m~~~:~ 10 llldl bolclcn cxcmaablc iDio 
an IIIJ'C&IU ofl.3l7JOO ~bares oteorn.- Stocta111 rxadlc pnce ofSl.40pcrWr<bcafta November 7, 1996and May 7, 1991. 
Ono o!lhc bolclcn o!Cicb wvnnu cxcrdsablc in10 7.10,000 ~hans ofCom!M!! Slack has opnd noc 10 ucrcuo llldl wvnDI IWil 

1anuary 1, 1997. 

C.pi!JI Ep-odl!pra 

Capilal expocndlrum rord!cnlnc IDCIGibs cudcd~ lO, 199610Clled$4,79l.ll26,ofwblchSI,l46,11lwui!Mnccd. lllemljorily 
oflllcsccaplW cxpcndl!W'C:Sn:lalrJ 10 switcltiDa c~oo:qulr«d by mQIU of capital lnas an& netWork cow Oilier lhan ..sdidonal 
lbtcd (ad]lda Clcb u swilchi.Qa cquopmmr rcquir=cnls as die DCIWork CXJ*'Cis, turure capl1al npmclirura n corpccLCd r.o be mlolmal. 
The Compeny'1 turure carpUa1 ~ relaud 10 oCMirit cxponaloa wiU be IIIICio pnmarlly 10 acquit« awiiCha lftd ,.laud oqmpcncOL 
Adchdooal swiiCblna equ&pmG -ld rcquh slpllicaol Clp>1al cqMIIIdollll'a by the Compolly. The Company upccu 10 uu pan of lho 

proeccdl orlbc !>lace otfc:nna Cor apiQJ CJJ #.,..... 

Holfdu end Sfamnel Y.rtatlna lo Bcupgn 



• • Comp311y's ~venues ~: acncn~ by ditca c!W. domcstlc locJ dlslanco eommcn:~l eus~omers, and, occordlnJiy, tbt Comp311y 
aptric:ncd decrcucs In ~c:nucs around holld.tys (bocll domcstlc and ~ Vlbtn coow<tdAI customm reduce rheir usaac. ~ 
Company's rounh liJcal q1W1U cndiD& December 31, which includes the 'Tllanks&Mni.IUI!ultOh. Olrislmu and New Yw's E~ 
bolldoys, lnd tbe Ccmpoay'JI fm f!Sall qlllltet cndlna Matcb 31, historically hnc been chc slowest rcvcn110 periods of dlo Company's 
llsa1 year. The Company's tlud opcntinc c:xpcrues, however, do ooc dcctwc cfurlnalhcu qiWI<!I. Accotdln&Jy, the Comp311y will 
likdy experience lower ,...,c:nucs and ~p In ia f1111111d foutlh lbciJ q~Wtm when compand with chc oilier f'isaJ qiWI<!I. 

E««t gCinRttfQn 

lnJl.uJoc is oo: •~~~~~<rial foetor atrcctlnr lbo CGmpoay's bnsir>no ~y. rransmisslon and switdlcd ~com pet mln~~~t bave 
dcatascd u tb< volume of rn!nii!CS Increased. Ocncnl ~ cxpauc:s sucb u Al&riu, employee b<ndiu and OCCIIp&IIC)' cosu ce, 
howcvc:r, $1bjul 10 llOilllllfnflallooaly pmsurtL Mlllqctntnl bu been &bk 10 Ulllllln thac ·ClpCIUCl d:lrouah COJI COOD'OI IDWIII'a. 

New A«gynllng Srandarda 

In Oc:obcr 1995, Scll<mcnl ofF'Ullllclal Ac:coandna Sll.lldlnls lolo, 123, "AttO'm•&.a !ot S&ock·bucd ~Arion" (SFAS 123), was 
lsJUtd. This sUilmC!It requires the fait \'2luc ofJtOCk opdonsandodlcri!Gdc.wcdcompcnllllon killed 10 cmp~ 111 elchctbe Included 
as c:ompc:wulon oxpense ln lhe irlcGmc Jlalancnl, « chc pro fOrma eJfta on net lnalmo and camillp pet sb.are ot such compcru11ion 
expense Is to be disclosed In dto !oomoca 10 die Compc~y'a ~ mttmai!S COCII!Imeir>& With die Company' I 1996 f!Sall year. The 
Comp1111y apeas to ldopt S.l' AS 123 00 I dUclOJU~ basis oaly. As IOdl, implem<nl2lion of Sl' AS 123 l:s DOl o:tp<Cicd to impoocl die 
Compaey's consolld~ balaoce sheet or .~~a~emeru of opcmions. 

hr1 n ·Other W~a 

II em J. Ltpl Procmllap 

Oa July20, tm, u ullwu ID<d lllcbc IOISI Jlllllclal DlralaCGWI iD Da.Uas, Tuu, c-o l'lo. 9S-071J6.E (S/MD A.,..,. 
v. SA Holdlnzt. 1~. t11t11 NM/1 Amuic.111 TtltCQIMUlll/aul~m~ ~). qalmt die CocDpally &Dd bs wbollyoOWDCd llllaldlaty 
Nonh American Tel~ Colpcndoa (' NATC") ill wbldl die plalndtrb ~ da.tp from lbc Cocupa•y &Dd NATC 
1D =css of SI.SOO,OOO (Of a.lll!&cd btt:xb of COIIInl:t. bracb of fk!uc!ary duly, COGSpltaey l.lld frrad ll'ishl& out of lbc tcm'••rioo 
or die co=lwu •JfWIIClll bc!wcerl NA TC &Dd pla!mltr. Tbc plala!ilf Is also I<CidrJ& an tcM'Jnrin& wltb rapcc~ro lib l"lg!nmhlp 
wl!h NA TC, lbc ls.sum:lc or :sbarcs of lhc Complll)l'a Commoo SIOCt aJlctcdiY owed 10 111m &Dd eumpLuy dlmiJCS aad lltOnle)''s 

fees. ~ C0111J1111Y bcllcvcs ill bas medtodous dt!=JU to die lllt&cd claims l.lld bCids 10 >lpcusly dc!CSid IUCh lawsull. Hownn, 
It the Co!llpUiy were n:qulrul to ~)' lbc allt&cd c~a.taos ill sudlli'OIJulL. II cauld ba~ 1 awaiallllw:rlc effect oo cbc Company's 
llzwx:ia.l condh!m l.lld rcsu1a ofopendcos. 0a Fdlnw}' $, 1996, cbc Company l.lld NATC rued a coumcrclalm aplllsllhc plalrWfr 
for brctcb or Ills cm<'dtq qreemcllll.lld o!her rdattd dalmJ llltJioa m ~ ~ ot d•map. Oa ·Jo.fln:h 7. 1996. lbc 
plaiodtr IDtd a vxraJ dclllal of IUCh ~ A bwilla was held oo lbc Colqlc)''s !IIOIIoa f« s-=ary Jud&mCDt oa July 12, 
1996 which wu l.wr \trt.Jiy dtnlcd &Dd DO cxdtt wu luued. Oa $epcaDbcr 1.4, 1996 cbc pPIIcJ ax~ for a_, onlctcd m•MirDfY 
but aonbir>din& medfatloo wb.ich did ftCX n:sulrlll ~ A aoqjwy trial baa bcca scheduled for Dec:cmbcr P, 1996, &Dd • jclnl 
!11011oa for pnlm111re ot lbb trial clslc wu mcd oo Novcrubcr 8, 1996. 

Tbe Compaqy b 1 pat1Y, from limo 10 limo, ID rouWic Uuplioo irx:lclcat 10 lu ~. MamJc:aro1 bdicYCS dw Ills 
unllktly lbat the lillal - or UJY or thue ·elalms « F"" .... u,. 10 wbltb the Co!llp&ll)' Is CWTC1IIly 1 pany It dclmiiiPod ldvme 
10 the Coaspaay would ba~ a mmtiaJ advcnc c/l'cct OD lbe C~' t llrwldai posltloo « results of opcl'lllooa. 

rum 2. Chlnaos In S<arrldos. 

N""". 

Ittm 3. Dclaults Upco Senior Sccurflfa 



• • Noae. 

lla:a 4. Submls:sloa ot Mamn to a Voce ot StcurUy IIAIIclcn 

Nooe. 

IICJII 5. Other IDtormJUioo 

N00t. 

(a) EJh!biU 

Z7. 1 F'IIII.Ddll Om Schccluk• 

• FUcd bercwllll 

(b) Rtpons oo Fona S.K 

Tbt Compmy lilcd 011 Jllly 3. 191116 a CllrTdll Rqlon 011 Fotm I·K dated Jlllle 2A , 191116 • c ' &llx pardwc ~ 
Howanl M>ddaa, William 1-J~ a Mar~aaac Reed dfeam as ot JUDe 1•. 1996 ot (I) an 115,000 __ ,'ina s1wa ot a 
Cowpiuj 'a Series 8 CmnuJvlvc Coawniblc Pu:femd Scoct. ('2) wamaa to ~ 1Z1 ~ of 1,060.000 slima or c:be 
CoqiiZ!y'a Onnm SIOCt. (3) a promluoly _, ia m rarqm pnadpaJ ._ omsandiq or S3,UO.OOO. Tbt c:oosldendoo 
COlt SIICb ~ • IMis'a<d ofan earllcr eull ~ ot SJOIJOO a !be..._ oha q;pep.e or 143,023 &l!arc:l of !be Coalpazly'a 
Common Sroelc. No fi.IWICW swcmcna were ftlcd. 

On July 30. 1996. c:be Cowpiuj !!Jed a For:m S.K to comet ccnaln e.thl'lriu fllcd willl rile Compmy'al'or111 I O.KSB f01t 

!be llsul ya.r <Dd<d Drttmbrr 31, 1991. No fin•ncl•l mremcata wuc rued. 

15 



• ' • PUI11UDIIO tilt RqMIIItJIIJ ortllr S«vrftltt EulllnaeAd or 19l 4, tbt Rctlltranlla.s duly COUJtd thlt n po" to~ 
Jl&ncd by thr undmiJnrd, thenonto duly autllortud. 

Dare: Novem~r 14, 19!16 

l f 

SA T<IUOIIIJIIUOial:lou, l ac. 

By: Jeck W. Marz, lr. 
J~ek W. Mal%, Jr. 
CbloC Eucutlvo Omcer 

By: J . Dayle! Parnell 
J. David Daracll 
VIer Presldrfll, Fluar:e and 
Cole! Fluadal Ollku 



• • 
EXHIBIT "C" 

ADDTEL COMMUNICATIONS, INC. 
FINANCIAL INFORMATION 

INCOME STATEMENT 
AND BALANCE SHEET (UNAUDITED) 

DATED SEPTEMBER 30, 1996 
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• 
& nD'tEL COHHWICATIONS, lN • 
,.,.... BALANCE SHEET 

SEPTEMBER 30, 1996 

COR.R.ENT ASSETS 

CASH - TAX ACCOCNT 
CASH - WELLS FARGO (NEW MAIN) 
CASH - wm.LS FARGO (SAVINGS) 
CASH - WELLS FARGO (SWB£P ACJ 
CASH - WELLS FARGO CD 
CASH - STATE llANlC 
CASH - WELLS FAAGO (AM'J'EC) 
CASH ON HAND 
ACCOCNTS RECEIVA»LE 
OSBI RECEIWUlLB 
ONBITJ pn REC:SIVA»LBS 
CNPOS'I'ED C/R AND ADJUSTMENTS 
ALLOWANCE FOR BAD DEBTS-RETL 
ALLOWANCE FOR BAD DEBTS-WHLSL 
SHAREHOLDER LOANS - AVI t.. 
SHAREHOLDER WAifS - TONY t.. 
SHAREHOLDER LOANS - OM t.. 
PREPAID P.Xl>ENSES 

TOTAL CORJU:NT ASSBTS 

FIXED ASSETS 

DIAL.ERS 
CRJUl'NEL 8ANltS 
COMPOT£R EOOIPMEiNT 
SOFTWAR.E 
FORNITt1R.'; t. FIXT'tJRES 
OFFICE EQUIPMENT 
ACCOHCLATED DEPRECIATION 
ACCOHt.Tt.. DIAI.ER DEPRECIATION 

TOTAL FIXED ASSETS 

01'KER ASSETS 

DEPOSITS 
CARRIER DEPOSITS 
ORGANIZATIONAL OOSTS 
ACCUMULATED AMORTI~TION 
ROYALTY RIGHTS - ACCOM. AMORT. 

TOTAL O'THER ASSETS 

TOTAL ASS£1'5 

ASSETS 

$15,257.06 
46,651.45 
39 ,007.00 

2,375,066.52 
19,405.78 

226,176.44 
19,256.10 

150.00 
4 ,026, 107 .80 

188,602.49 
1,572,602.95 

(173, 236 .70) 
(607. 672. 53) 

(38,085.411) 
60,796.911 

201,259.54 
45,215 .18 
19,255.65 

426.416.36 
41, 400.00 

2311,406.64 
60,627.49 
18,580.59 
26,626.01 

(234 ,741 .84 ) 
(216,000.00 ) 

2,370.00 
6,000.00 
2,600.00 

(2, 469. 97) 
(17, 462 . 161 

8,035,816.23 

361,315.25 

(8, 962.13) 

$8,3811,169.35 

-·············· 



• 
A.nOTEL COMMONICATIONS, :tN • 
.- BALANCE SKEET 

SEPTEMBER 30, U96 

LIABILITIES AND EQUITY 

CtJRRBNT LIABILITIES 

PHONE TAX PAYABLE 
PHONE TAX ACCRuto 
PM'RO.l.L TAXES PA'iJUlLE ADP 
DENTAL P.L.A.N 
ACCROEO PA'iROLL 
CARRIER ACCQON'l'S P"YABLB 
ACCRtr.ED "CARRIER PEES 
ADVANCE PA'tKENTS RECEIVED 
CUSTOMER DEPOSITS 
ACCOON'l'S PAYABLE 
ACCRUED £XliENSES 
INCOME TAX PAYABLE 
LEGAL SETTLEMENTS PAYABLE 
SUSPENSE 

TO"''AL CtJRRBNT LIABILITIES 

OTHER LIABILITIES 

INVESTOR NOTES PAYABLE 
INVESTOR NOTES PAYABLE INEWI 
DISCOUNT ON INVESTOR NOTES 

TOTAL OTHER Lu.BILITIBS 

TOTAL LIABILITIBS 

EOI7ITY 

COMMON STOCX 
DISCOUNT ON STOCX 
RE'l'1UNEJ) EARNINGS - PRIOR 
ctJRRENT YEAR - NET INCOME 

TOTAL EQI7ITY 

TOTAL LIABILITIES AND EQOITY 

$185. 195.29 
60,770.41 
2,640.51 

(469 . 44) 
93,646.80 

5,195,897.29 
1,960,393.35 

5 ,000.00 
38,750.00 

127. 152.24 
251,124.89 
(76,000.00) 
50,000.00 
(2. 606 .84) 

4,042.23 
655,819.98 

(376. 000. 00) 

62,500 . 00 
(55, 400 .00) 
77,789.47 

127,923.17 

-----------·---

7,891,494 .so 

283,862.21 

----·----------8,175,356.71 

212,812.64 

~-~--- ---------$8,388,169.35 

···········-··· 



• • NOWAI.SKY & BRONSlON, L.L.P. 
A1TORNEYSATLAW 

lAO 
-NOimi CAUSIWAY IIOUUVAitD sum._,..,. .. .. 

MllTAtalf. t.OUI5INlA 1IDD 
TIIDHIOh"Leot!GZ·I"' 
,ACSIW" e C04J Ol_, 

fi.MAII -.......--. 

HNJfiMIN W. 8~$101'1 -
EDWAitO r.<:X1Tl 11'1110 

Olc-1 

Wrt!Ka Direct Dial NlltnMr 
(1041 n2·1oot 

January 7, 1997 ~,.,.,.., lHf~"· tllu. ' "' 

VIA AIRBORNE EXPRESS 

Executive Secnt!Airy 
Florida Public S.rvlce Comml11lon 
2450 Schumtrd Oak BouleVard 
Tabhassee. Florida 32399-0850 

Re: 

Dear Sir. 

O 4 J r; -"~• Ill,.., .1.4Y 0 9 '9l 

Appbtlon of Addtel Communications, Inc. 
for Approval of a Stod< Purchase Agreement 

On bef"lalt of Addlel Communications. Inc., enclosed ple8$fl lind an original and 
thirteen (13) copies of the referenced Applk:atlon. Alto enclosed Is a check In the amount 
of $250.00 to cover the filing fee. 

Please data stamp and retum the enclosed extra copy of this leltar In the envelope 
provided. 

Please caU me should you have any questions oonceming this fifing. Thank you for 
your asala!Ainoe with this matter. 



r P. 18 

amwed, !be Raource eoa--ioa aDd RecoYQ}' ACf. 4~ U.S:C. §§6901 ct=~ u amcndecf,lbc 

Federal Wmr PoUIIIion CoalloLAa, 33 U.S.C. §§12$1 Q.IIQ., u "'l•nded, tb.t<:Je110Jr Act, ~2. 

U.S.C. §§7401 J:l.leiQ-, u •mended,lbc Occupuiona1 Sa&ry llld Helllh Act of 1970, u •!M!ldecf 

("OSHA"), lbc Sa& Drizllc!Da Wa= AQ, u •'"C"dcd, lb. T~ S~ Cozlzro1 Aa, u 

ammdcd, lbc Supcdlmd Amcnd!I!C!!IJ md Rall:lhorlzatia Act <If 1916. u emc:pdtw!, &lid odJ.er 

.uvlroammul ooii.ICI'YIIioo or :protc:cdon taws. 1bc:rc II DO PrcccediDI pcndina or~ 

aaalnst lbc Coi:Qp&IJY rcl.alna to t11.e =viroDIIIIIIU DOr IJ t11ae a bull for the wenioD ~ t.bt 

Comp&Dy of all)' PM ,.,.,In& Tb.t Cornpev bu DOt ~* ~ of. or bows o( &IIY p&SI. 

prc$C111 or limn m=s, eoadi!icms, facll, dzcnm"'l!CTS, KtMii.cs, pncdoca, incldatts, accioaa or 

pbm chi% may iDtedi::e with or pnrvta.t c«up'imx ar 'XG'in'wf cvmplianc;c or that mi1Jn ca •w• j • • • 1e 

a violalion of any lcdc:al. sw. or loc:al C11viromz1c1111 ballh or Afety laws, coda or onfiNrnC"$, 

and any rules or ~ promulpt.ed lbc:relmdlr, wllleb relate to tbc use, OWDCnhlp or 

occ:upaz~CY oflbc popaty or t.bt opaui.oa of !be Buamas oftbt ~· 

Stedou 2.13 PCAiloa Man.n. lbe Olmpmy h.a De¥CZ' mai,nmtned or OOIII1'!butl:d to arry 

defined bcllcAt pmtl<m ptms (u de11ned In Scc:doo 3(2) o!EJUSA C7f my muldiiZiployer; plans (as 

defiDcd In Section 3(l7)(A) o!ERISA). EKh employee bcDcl!t plaD (u dcfi-' lD Sectlo.a 3(3) of 

EUSA) (each, m "Pmppgyrc B'7'Cffl PJap• or "Ellll") ma!l"'i..,.., furCIIIproy.:, oftbc Comp~Z~y 

ot to wllieh !be eo .... ..., has COIIIIl'bu!ld &Dd lltl rel.llcd IMl qrccmt:IIS, IDIIUity OOIIIJ'IId or &II)' 

other fuadiDa or lmplc=mc!!lina imlrummt COIIIPiiCI cuzrc:a11y 1114 has c:omplicd ill tbc pu1, u to 

:form, operaiOD and admhllslra.lo11, wilh !be proY!Jions of ElU:SA. u amepcled, llld all oth~ 

-wllcahlc laws, Nics aDd~ md wl1h die C4dl ,.,. required ill order to ~ ux-quallfiad 

1lDCict Section 401(a) or 403(a) &lid S01(a) o{ tbc Code, lad oo evazl ha occurnd tbla m.y pw mo 
10 diJq•talifie.tion o!arry SIICb Plan lllldcr sa:ld Scd!m• All-Pry TribwlallpJII'Ovala for tha 

Employee Bcucfit PllllS have btcD obtalnacl. EKh Employee Bcoefit PLan tba1 is subject tbctetD 

meeu md bas met a1 all till= the minimum tuDdJq II&IICianiJ of Section 302 o!ERlSA. Section 

412 o!tbt Code md any Olhcr ~p_pllcabla law, aod 110 ~ fwldi:la dcJic:iez~q, wbctbcr or 

net waived, cxiJU with r=pca to Ill'/ ludl Plm. EKh Emp10)"10 Bc:dt Plan tbla ia m cmploycc 

pcnsioo bmcfi1 pLan (u ddiocd Ia SCC1ioo 3(2)(A) o!ElUSA) bu been duly lllllhorizllld by the Boml 

o!Dhcctoa o!the Comp111y &lid a ~vorablc dctCTT!!iDarion u to c.h:quallficazkm l.llldertt:l Code 

of ea.ch IUCb amployce peosioa beAe1it plan bas been made by the lmcm&l Revenue Scrvlco. The 

Compmy has cWivereclto Putc.lwer the !oUow\aa ciJw:mnrnn! u m df'eet OD the date hereof (A) 

crue, com:c:1 md compte~~~ copies o.f ca.ch PWl. illdudiD,c all amc:ndmmta ~ wbkh is au 

employee pc!lSIOD bc:ndlt or wclf.n benefit piau (withln the awnma ofSccUcms 3(1} or 3(2) of 

ERJSA}, md Ill tile cue o! r:ry unwrltttm Plalls, descriptions tbctwr; (B) wllh respect to ~Y PllllS 

or Piau ·-lldrnC!!f1! desmlw:.d ill the forqoi.Da dallol (A), (l) the most recct detexxnhvt!oa leacr 

issued by !be """'"' R.cvcaiiC Sc:vicc after Sepcaalc 1, 1974, If arry, (U) alllnlll qreemcau C7f 

other fun.d.ina CollttliCU or Aa;m:mems. ~ illsui'IDce watr..:ts. &Dd (l.li) the moll r=t 

act\llrial vahwio111, 111111111 repents, SUI.1UIWY plan clescdpdoiiS, cmployoo hmdbooks or other 

c!eseripdvc maiCri.tJ.t I\IPP!icd &Dd employee or l'lllilec sWIIIIl.lrlea o! matclial modifiw:l0111 and 

I\IDIIZIG)' mnllll rqJOrU. if arty. With ~ to Ill'/ Piall, DO problbiled ln!DJICU011 (~tblll tbc 

mc:anill& of Sccl!oa 406 ofElUSA atttJior Scctioo 497S oftba Code) aiJU which coald llibj~ the 

Comp&ny to any llabillry or cMJ pc:aalry WCiml J1WJU&Illto Scc:Uon 502(1) of ERISA or a Tox 

imposed by Scc::tion 4975 of tho Code. Ndtbc:r the ~ I10l lilY of ha Affl!lete~, DM my 

admlnl.rtrar.or or fiduciary of my Plan (or aac=m o! my admlalsuator or fiducll.ry of any PLan (or 

15 



DEC-17·96 TU! 12:08 PW ADD~£IEC 
P.IS 

•a~t of my of !he foregoiDr) bu ~ ltl acy lniiiSICtioA or a.cw1 or f&lled ID a.cr In • III&IIDC'f 

wbi.ch iJ lilccly ID JUb.i«t the Compta~Y. ID any liabllll)' far I btud!, or f!dUCWy or olhq dul:y UDder 

ERISA or my ocher lf'P'hbla law. ·The ~0111 CODtcmplll*l by 1hlt AJI'CCIDCIII wUJ aoc bl, 

or cause my, prv.bibilld Klioa or tnn"nioa. 

There II'C 00 pend ina cl.aima, in~ or UWII or lniOII ("CJelmt") aDd, ID tbo Mit 

of each Sbateholda'a ~ ao NCb CUia1J.,. pl•,..t or~ qalftlllll)'l!.mploya 

8cDcfic Pb.a or ftdndny ot ID1 such plan by Ill)' panlclpaa!. bCIIc1l.dat)' or Trlblloal with 1W1J*t 

ID tbe quellft"'!!foD or~ of lll)'llidl Employea B-et Pia Ndlhlr ct. C«Dpeay 1101' 

any of the SbanboJdca bu made, oor wW any ot lhc:m or 1117 of l.hc ~mpul)''l employee• or 

1Cj4 )E "'tJYCS male& p:far ID die Oc>c!PI Dale, Ill)' ttp 1 r doa io or~ or~ wilb, 

my of the Compll!y, lbo ~lllpiD)''t carplor- or ury orlbD Sharcboldcn ~ wriac or Oll.l) 

with rapcct ID (i} rba FCMAOIII of any ~ beol!11 ocbcr rballl.boM JXOY{dod UDda' any 

&!ploy= Bcudt Plm dlsciOted ID Purcbuer em Sdr!u!c 2 1' ot !be Dllcl0111rt ~W.. or (U) 

the ccmtulualiOQ ot my b!Mfiu boyoad rba oo.;., D.tlc Ulldu lltr'f £mployc.c s-1!1 PWl. All 

fi.ll.op n:quind by ERISA llld !be Code u 1D arb Pl.m l»~ bciCil lfmdy &od llld all DOdca aod 

dltc.losura ID ~ RqlllNd by fJUSA or rba Code bave bciCil dmely ~d.cd. £1Gb J'lm 

1D which ERISA S=icma 601 rhrou&b 609 aad Secdoa 49109 of tbo Code apply bu bee 

admiDislcrcd iD ~I•OCYJ wilb such S.CUQIIJ. Tbo CoalpiQy bu md or sba!l make t\11.1 aod 

timely piYmCII1 of alliiDOIIDtl wtJlcb - requi.Rd UDder tbl ICII!.I of 12M Plw ID be peJd u • 

coalributioa ID ad! SIICb PIID with rapect 111 the period &om th• &lld orlbe lui plm )'At IDdl.a& 

before cbc dal.e of this AczW ID lbc Clqsjn1 01111. Tbc Cccapeay dociiiOt lave any act\m.d.cd 

obUprloD.I with respectiD any Pl&A. All COIIllllbutiODt mado to or IICCNICI wHh reqxoct to all 

Employee s-filPIII!. G"Odcdul:dblc UDder Semon 404 or 162 ofl.hc Cocl.. No IIDOIIliU, DOC any 

&SKU or my Employee Bendit Plm arc lllbjea 111 Tax u lllltCWcd bwlnca tlll:lble iDct'alc WICier 

Sc=ioa Sl I, 512, or419Aoflbc Code. No !acu edit whkb could I'CIIIII !II I mmri.al iDcrcuo In 

premium cons ofP!w!orwblcb bcocfiu- iAN'Id on~ lw ciD bma4t cosa o!PliDI 

whieb provide Mil iamrocl bcncfi~J. No PIID prov!da (or bu my obUaatlo:l or commiUDDIIlto 

prt:v!c!c) bcallb, D*lical, dlabi111y, Ufe or ochar llllllllt baD&ftll With ~ ID IDY ~IIITIJ1l or 

former employ- (or bc!Cfid'l')' lbcroof) of tba Compaay bqoad llldr I'Cii.tc:mct or otbu 

leJm.iaalicm o! SCJv!ee (olbcr lhm ODYa'IIC m'N'nec! by TI!Wl, Sllllltde B, Pet 6 ol !IUS A. wbleb 

~vcrage is t\llly pald by the (oaDcr employee or hla dtpmdalll), Tbcrt W 00 Con1J1CU Dr 

Agrccmcna wbleb will pi'O"ic!c ~~~ to my oflk«, employee. a.b&rwbolckr, or hlahJy 

~ IDdlv!dual of the Compl!l)' wllleb will be •ptiiiChw.t JIIYIIIeo%1"\IDdCf Sc.etloo 2100 

of the Code tb.al are ~·rt.!ble to die c:ocnp.ey or .ubject 1.0 Ta Wldlr Sea!on •m of !.be 

Codo. All croup b.alth plw oll.ha Coa:lpmy .ad CIICh oC Ia A.O!JJ~.~a ba'l"t '-a opc31od In 

compllmcc wilh lbc aroup lalth pl.azl cooliDUIIIGo co.....,. r.qultGnenu of Pan 6 or Subdll• 8 

oCTitJe I of ERISA md Seclioc 49108 ofcbc Code. 

S«doa :l.H LaborManan. ~u-!onblu5ft11m2 !4o(dleDilclosureScbodule. 

the Compllly bu ao obUpliODI, coa!IDcau ot ochlrwlu, Ulld.lr my employmclll or coAIU!Iioa 

Coanct or ApaDcur. orcoJJccti~ bca•i"'"l ...,.._,or OLbu CoatriCt or Acz•ioodll with • 

lsbor Wlloo or ol.hcr labot or employee IJO'IP. 1baw .,. DO .tron. Pill lilly bd.aa llllolk or 

~ byoroc bdW!ofmy laborua!oo w!lb~WJ!CC' to lllecmployec:so(tbe ComJ*I)'· The 

Compury II In compllm" whh all fed«ral, IW. or odler applicable Jaws, ~~ or fol'fip~, 
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rogazdUlg cmploymcm mf cmpl~ ~ca, tams llld condition• of cmplo)'IIICIIJ &Dd"wqeJ 

and hours, aod bavo poe aod -DOl CQiipd ill'&ily ~labor~ •No tllliW' J.abor pmcric:~ 

complai:u tpiDsc cbc Compc:ot b pnfiaa or du wl before tile NIZiooal Labor 1UIId001 8ocd. 

1bcre is no labor Jlrllce, dit;pJic, siO'IIo'dowu or 110ppqc pcml'na or~ apinst or illvoMzia 
chc Compa~~y. No 1qn P •wioa q'*li011 exists 1c ~ c moa lbc 1111ployeq o! lbc (Avnpeoy. No 

cmploymen~.relatcd jp'ieviiiCe or 'mema! or IDCOD:o&l complaiDl or llabillry with ~ 10 tbc 

l&i'D1illalion o{ uy crmployee, GOOIIII!Ial or qcc cxilla. No ubilnlioo pn1 c.-din 1 ~ 0111 of 

or UZIIIu a.ny co!lo=ive bapilliDa qrecD811t iJ pcml''l llld ao clllm tbmf.or baa t..1 w.tmd. 

No collcclivo bapillizlc lpCIDCDS IJ =Uy beiDa DiiJ0Cia1M! by lbe C. LllpQf,IDII chc C4mpauy 

bu not cxperieaced lilY labot dUiiculcy. 1'htra bas DOt bealllld !bore 9lt1J 1101 be &II)' advc:sc 

c.bangc ill rolado111 with cmploywa of the Compmy u a rc:Nlt o! &II)' &DDOunO'tzlmt or 

coosumm•lioo o!rbo trmAt:lioal """"'Tq!l•"d by lbia ~ No c:mplo)'et oflbl Compauy 

ia ill viobaioa of my =m a! my~ r Kl, or Ill'/ odlcr C«<znncl or~ 'NUb or 

&II)' resuiaivo COYal&ll% Of 11J.Y olbct cnm!M!! law obliplba 10 & !oaacr employer rda!iDa 10 lbe 

riaht of a.ny lucb ~~~~~ploy= 10 be cmployc4 by tile Ownpsny b .,. of tb.a Win of lbo 'lwsjncp 

condu=d or u. be conducted by lbc Comj)llii or 10 lbo '* oC lrJdG tcCMa or pn~pr:!eta~y 
illformalicm o! Otbcu. 1114 chc cmploymcm of lbe Coaipllly'• cmplorccs cloa 1101 rubje= the 

Comp&ll)' 10 liabWty in mnncct!on with JIICb COYaiiii!S or Conttv" or ~ 1bcre l.r 

oeill= pczvM, aor thlalax:d P!o: c fiap with lapccliO cy Cmrmc:t or All•• ml, COYCD&IIl or 

obUplioo n:flm410 IIIQ~ wls ~ 1111 bul.l for uscttiDi tbc Ioreao!nc. 

Section 1.15 Taxa. All TIUS chat- dllc illld ,.,.abbe by chc Comp&ll)' have bec:n dmdy 

paid. m:1 the C«npooy b.u dmdy 6l.cd (&lid. dltouJIIIbe OoRoa 0.. will timely file) all forcip. 

fcdcnl, a-. ~.local illld ~Tax Recuma roqWc4 by law 10 be tiled by tbc Co0pa1y. All 

auch Tax R=ms II'C INC, complete and GOrl'= In Ill iespec:lllor the perlocb CO"Owcd tbcrcby. The 

Compmy is 1101 clc1irlqUCIII in lbc payment of aoy Tax. !here Is no Tax do11c!eoey asscncd apl.n.st 

chc Comp&Dy, l:ld tbac b 110 llllpal4 -=· propoJ&I Cor llddilioDal r-. dc!idCIIC)' or 

~ ill the pa)'IDCZU o{ 111y of the Taxa of tbc Comp&ll)' or a.ny violcioA of a.ny fcdaal, 

swe. local or fordan law11W couJ4 be u:scncd by my Tcx Trlbwl&l. lbere an ao Tcx l.lau 11p011 

&D)' propcnics or assets of tho Compaoy. Exupt as $d forth oo Soctjon 2J.S of tb• Disdosurw 

Sdleclule, 110 [nl'l:mll Rcvonlle Sc:vic:c, sw. or loca.l, audlt, l.nvcsQp1ion or Procccdlna of chc 

ComP&DY is pcndina or duu" ned.mf lbo raul~~ of &D)' COII!picud lllc1lu arc pn1petly rc:flcacd ill 

chc Finmri•l Smcmctt• Tbc Compaey bu DOt l""'U"' li1I1 ~doc 10 arry Tcx TnDuDal o! the 

llmiwion pcziod cWr:ina wilidl Ill)' Tcx liability may bo werted. lbe ComP&~~Y hu oot coQII!Iitted 

&DY vlolalion of uy Cedm.l., .wt, collllt)', local or Cordp Tax laWL All manias required for the 

payment ofT axes DOt yet due and~ wiQs rapect 10 lb. opaciOCII o!lbe CoC~~p&C~y chrouah 
&Ad incJudlna the CJosLaa Dm have bccu approvc4. r ted •1•inallld etttQc4 upon tba boalcJ 

&lid fin•nrial S'*tcmrnrs All mocla required 10 ~ wil1lb6ld by tba ComJIIA)' from cmpl.n)"CCS or 

eo~ from cust0a1en far Tm:s, and lbc pon!oo of I1J'I 1\U T~~Mt 10 bo paid bJ the Company 
10 the appropriale Tcx Tribana1s or Jet asldc ill KCO\lDlllor JUtb Ji111P01C have been approved, 

reserved .,afnst &lid f:IIIClCd upon chc boolcs llld f!nancie! Slltemenu. Tbc provisions for Tcxcs 

sboWD on cbo 1IJI.Crim flnanc iaJ S mernam will be ed.equala 10 oovcr !he Ulbility of cbo Company 

!or Tax ObUptjons 10 the Cloaizla Dale. 

,, 
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• ScctioD:U61llvatory. No 111m illc!uded In~ fnvworl"' m&tcri&IJ or auppUe;, oflbc 

~mpaoy is plcdacd u ~tl.ilcrd or held oo QOC!Sip!!!wh' &om Olbcm. Allluc:h ilm:DlDry ITliiiU are 

· standard qual.lty 1oods ulable Ill !be ordl.aay eoune ofbusjne;,• 

ScaioDl.17 PrtlpricSI.ty IUpa. lht Ovnptny OW!II or Yllldly liral.., till: dabt to use 

all ~loJY, JII'OFi-r ia.6lrmatioo, lmoYM!ow, ~ (r'ft'U:c! or~. dal&, IICC!!n, 

"IS!oaw J.lsa. pcorascs, !omwlu, u.dc J1CZ111. "'cpL rww aumbca. coraputer 101twve. compuu:r 

propm~~, deell"'· itlwnriom, 1!8c!cmrh, m+mm NJim'UIOII' lad applfcetlons lhcrdor, 

~ ltld cwnmoc -cop)'lipa, ad~ copyriabl appliccirc" Ullk Dllllll (wiM'Iba 

or DOl repmr.d or .rqia1nblc), ..,;" llll%b, ICfY!ce awt ~lad lpp!bdom tbrmo: 

(~Ueclively, the "Pmm'cmv &18M'") ~~~«~svy to coaduct lbl Busfneu ottbc Compcy u such 

Bu.aW... is ptCICII1ly bciD& eoDCI•ec:ud. illl:ludia& wilbout l.imil&lioD lha IJWkmarb "iD&cnwwoaaaJ 
AASvamaae." "La Owrion Dlrlda ft llld "1400 ~rc". Smim il 1 zw of lbl I>iJdosure 

Sch.tdula ... fonh a comp1aU ad coaec:t lilt rllltludhl& ...ttboul Uml~ wbac appllcl~. 

rqistratioc DIVDPm IDCI cilla or ti.1iq. --...111111 mm""''911. u....... U'Jd/or royalty Coamr;u 

or Ap• ••tt) ofall PluJ• · 'NY JUpu. No.., • Cll' appo\'al o:f' my tblrd ~will be~ 

lot the usc otitic Plopietwy lliJbb by lbe ~ aftcJ lbe COI1JIIIIIIllld o!lt.lriiiAri:Uom 

eomcmplmd twr=y IZid !be tmwt!OJI'Ilwiil&ldet w!ll !ICC rtiUh In 1ny ttr.cll of my Coatt¥t ar 

Ap1:CZDC%1t rclaitlc ID &II)' Propritaty JUalm, No claim or oppolil!oo bu bcm UJcncd by IllY 

Penon to tiK owncnhip of ar tho CoiJIP&"Y's riahl to uu Ill)' of the Propritaty RJJh!J or 

cbal 'mflna or qucstiooiaa dK Yll.ldil)' or e.a.ct o( my Cozma.:t or •o\p'eemCI11 rclad.oa thcr:!o, aod 

lhcrc is DO valid buis foe Ill)' Neb clalm or -wm. lht Compa~~y bu OWZIII:Ph1p of. or valid 

bcco.ses to use all oL dK l'ropGamy R.laba. !acboflbtPtopiorwy RJpa l.r vall4IDCII\IbsU1iQa. 

bu aoc bMc caaulled. •bWooed or ot.bcrwiiC tcmineted aod, II apoplicable, bu beeo dulY~ 

rqialcrcd iDd !led. The Prtlprica:y JUa11!1 0\llllred by !be Compmy m OWDrDd fi11o-' clcv or Ill 
Llesu. The Com~ bu ann .all~~ 10 cmbllsh Uld pr.erve ha ~p of all 

Propriellt)' !Uifns, \!he Com.paey's use of lba Proprimty JUabu 'Will !!Of.IDCI dloO c:oaducr of lbc · 

Buslnc:u u preiCII11y mnd!'Ciad cSoel ooc, infriaae oc or viol.u.e che riaht;l of cy ot!Kr Pcno§;l No • 

Procoodfnp havo bcCI1 illrdlllle4, arc pcndiaa ar -lbrealaled lh.U ch•llqe Cll' oppo~etho ri,chu 

of tho Company wi1b respcq 10 my of the Propriclary RJahta. The Comp111y bu DOl *llvtd Ill)' 

DOtice or i.Dqu!ry from my Persoo. a!~ allepcl jnfiinpocm by 1be ~. The Complll)l bu 

DOt liven Uld is DOt bolmd by c,y Coulrla or Ap c:cma11 o( lnd=n ifiradoc in .. •" -noa with 1111 

PropriCIIZ)' Rialm or podDcl or nrv!ce ~lei or pufoan.cd by tho C«::peny. Nci1!xz tbc Crcpmy 

nor IJJ'/ Shardlcllder is awm or 1.!11 ~"I""""' by odl.en of the Compoll)"s Propdcwy Rlah!L 

Set fonh lD Snstfon 2 t?!b> oC dK D!Jei011R Scbcdulc is a list of all c:oa11dftl'!•lity Comncu or 

~ cmcred iDio by tilt Compe~ re111it1a 10 tho Propri~tay JUab%1 IDCI alliiiCb coutr1e11 

arc in (uJJ fo"" a.ad dfect. No Pcnoo bu beCI or is IUibodziDd to u.a& or OOVY my or tba 

Comj)&lly'l compuw 1C1ftwu9, COIDJIIIIIIf proanma, CCMIIpllllt l)'lllaiS. m•lllnl or Cl.ll' • ll.rla (or 

DIIY part rl=eof), aod, to tho lalowloclp of thc Comptny 11111 the Slwdloldcra. .oo JUCh u.ac or 
cop)inc bu occurred or is OCCIICloa. All aoftwac owned by 1ha ComJIIll)' is lilted lD S!!GT!oo 

2, 11ft;> of lbl DiscJosure ~Ilia, 1114 iJ lrcc &am dd'ccu Ill pr'OII'IIIIIIIl md opendoo 1DC1 

pu{orms .io loCCOI'daDcc with all publilbcd apcdlic:adoas thea &'or 1114 In ~ WI' II all 

wch.a.lcal. pi'Omodocal, and oilier: wriam maai.al wed or provicUd 10 any Pcaoa odlct lbatl thc 

Comp111y lo ~lliiCCtloo'lililli 1ue!l OWIIed wftwm. 

18 
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Stdioa l.ll SIIAC)' ObJICidoDa. The ()luq!CI)' il t10t oblipl.cd u JUm7 ot jndemni\'o:' 

uadtz lp)' tum)'; perfil! I I IW:C, comp}W011"0f I tmi1at boad Clf ocber Ccctrld Of AI!'Mment fuued 

aDd liAS oot CZil=d illlo any Con"'N'\ or AltW 10 UIIII'C pqmau, pa{o!!!!lncc or complctlon 

of ped'o~ o( aay ~or obHprioa of IllY PCDOG. 

SedioAl.19 No ltrobrL ~!be COIIIPIII)' DOt cy oldie Sbanboldcn bu CIUjlloycd 

my brolccr,IJIIII or fiDdcr or iDcul:roclllX)'llabllil)' !« tA)' bto.lcmce !-, c:omm!n'om or fiDdcn' 

fees ill connecl011 wilb the lnmKdona CM"mpl•red '-'by, exeept the feet &Dd cxpcnKa of 

Mavaick ~ Grov;p, which r:c lbc sole ot>!lprbl of the Corrq»D.)'. 

S«sic~D :1.20 a.-rdJ. !be miDulo books, boob of ICCOIIDI, Jtoc:k rccon1 boolcJ aDd othc 

rccatdJ of !be Compel!,)', all of wbich bave '-« wW be made. lVIil.able 10 PlarchaA:r, amrm 
.~m~t~~a and~-morda of all corpcn&e ~of !be t'OCkboldcn aDd Boetd.r ofDirec:IOa 

{aDd comm!n- tblreo1) sine. lhe illcorpotlllon o!lha Co~~~p~~~y. . 

SICdoD l.ll Compllaace WWI Lrlt; Coadoct. Tbe Cocnpaey bu Dot vlolalcd ot Cilltd 

:r.o comply with aay ~~CD, law, onflnm=, rcJUI&IIoa, nile 01 order ot IllY forlllllo !eden!, rwc 01 

local pya• ' "" ar my Olbcr Tdbuaa1 or llf1 .1'"'1"'"'1· crdcr, wrir, ~ or decee of my 

COW\ awJil:abl• 10 ia sua- « opaciaa, c:x=cpt whaw JUC!a YiolalioAI or &Duro 10 COIZIJIIy 

would 1101 haw a MJIIzia1 Advalc Etrcct oo !be Cocapaey. The Compray' • BusiDca Is conduc:•cd 

in c:onfCIJIIily wUh all fcdcnl. 111:11: md loc:a1 cucrl)', )IUb& udll~. b:allh, aDd OSHA rcquirc:mc:zus 

wall omer 6mlp. t.c~ca~.- -s loe&lao• a .. , aad .,..,. • ....,. ~ '!!!! ­
ComJll!!¥ bas all Permit~ !rom ewmmcn"' apocica ~ 10 COIIdlact ita 81111-aas Ibm aad • 

arc oow contcmpllled 10 be tQpducud. 

SccUoD l.ll Re(alatory Compllso~ Camp~~~y Is ln ioiuplw:lce With all swe aad 

fioderal_ lll1es llld re.ruladOJU. ~uc.b;4" !be .~UJiacas. iDcl~. but 1101. Um~ta<l 10! those 

•• ..,..z...,:._, · - 't .... ~ .......... -~.......... rt I...& ·- , SUt -....~ '-""" 

not llmltcd 10,1hc ~.a \llldCi 47 C.f.lt. §64.703- 64.707, aad !be tam1 aad 

condiliom witbiD each ordc: ~juriedictiOI)I!JIIIIborUy aad all rewed tariffJ. 

Sectlonl.lliDYatlllenC CompiUI)' Aft; Etc.. Tbe Compe.oy Is DOt 11:1 "iave:nmmt 

comp111y" or a co~ "co111r0Ucd" by 111 "inws!mc:a1 ~ wichiD !be mqoina of tbo 

Inveslmcnt Om11•Dy AQ of 1940, u ~mCDdM, 01m "ilr\e:IUI)CUt adviser" wi1hlD tbe mC&D!Da of 

tbe tnvciiDICit AdviKn Au of 1940, as 1111cndld. 

Sadlon l.l4 hblk Udllty Ho~"ln& Comp&ll)' Act. Tlwl 0 • "I if II t10t a "pub& Wilt)', • 

a "bold.ioa COIIIPID)', • 11:1 •atljllerc• of 1 "bnldUli COUJpcsy" ot 1 •subricfiay COIII}li4Y" of a "bnldhla 

__.._!!" • ~ tl,.: _;,.. nl'tlv: l>ltNII\ I.JriJIIY Ht>l.tl,. ('.llfi\IWIW :4clnf l~lS. II amended. or 
a "pubU~ UUUlY' WIIIU.D U1C IJict!~ Ofilia Feck:al J'OWU A.c:t, U I.I'IIIDIIII4..111011CLG._ 

ScctioD l~ WIU&IICC. Com!rwd in Sq;!m Z lS of!M ~ ScbcduJo b a complcl.c 

and acc~~r~.~e dacripdoll of all il:uuriDco lllliDtalacd by the Complll¥ with respect to tbc weu, 

pioputiel llld hl!inm oflbe CoalJUY. All of !be illlwiPic popc:nies o!tha C=npmy- inNrcd 

for thdr bctlcfit Wider Yal!d aad cofoiUiblc polic:fa, lPucd by lmaras riled B+ or bc!Kr. The 
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~ melmainrd by lbe ~ Is IIIIIIIOUDI:S &lid of a II&%I.U'e U Is eus!Oaw:ily melma!ry:d 

by Peno~~~ c:ondJM"riDIOP'""ioas lilmllar 10 lbcte oflbc Chii•J•QY. NODe ofllldl Wu:ra.acoCCMD&c 

willltnniDate on CODJUmlllllioll of lbc ln!awtioct t:MtrmpWcd brrcby. 

SectloA 2-Ul.ulnu:Aalllll Full Foru all4 E.lfedt Poueuloa cwlu I..••· Sec!ign 

z.26 of tbi ~ Sebldnle tO!!t!iM I mrnpl ... and ICCUI'IIe liJl of rJl metqjel CaauKis or 
A~"'".,.,. MH~ nMhw+i'M wff+wlf limiiMi.m •••• .,,,Jd4 with &ACe Cent Clli'II\JYfn•IM• 

dUWICc tcmca 10 tlw O:•i'JCDY ("Cmiq Amppsnp"), UCCD.~e~,1'01alt!a, opc:uinc and capital 

leases, uslpmenu and limllat Comracu or ~) o! the Co~~~p~~~y (tbe •Map:rial 

Co!!IWt•"). 'IlK' Material Owncu .,. valid, biadizlc and ill full fon:c IDd c4'ut apblst tbe 

Compall)' IDd have DOl hem llll«!dtc! or suppii!M!!ad Ia my llliDDtr nr rapec:t except u ctbdoscd 

on the DiJcloa\lre $dwdnle ~ u set fcrdl in 5«rioo? ?6 oftbe DiJdolure Scbcdnle, tbc:e -

are W ~ by ~f®ti.Y cb:mmdcr IDd ~ tbe ComE?' DOt I!J)' Sha.ttholdc:-lalo~ of 

DO IS qct.mdtr aay omer PlltY t~~emo.llla DO ..... oceumcllhal with lbc llpso o! 

time or acti.oa or inaction by aa.y JIC'IY lbereiO would mult Ia a Yiolalloa thcteo.t Ot a defllllt 

lhercunckr. 

O..~~D-c I .ln 'n- 0 d ·aa? elfllM:I>'u J C.a...4-l. ••...,.I.,.. 

IDd ~list of aD tbe C'«npmy's I"Ct''!!!t rea:ivablc Cmcludial apt -m!J receivable. lOla 

receivabla IDd 8dvaaces) u of October 3 I, 1996 aad u ofNovcmber 30, 19961howi.og thtlllll18 

of each aeco\lllt dcblor &Dd lbc 111101111t due !rom each by lavoic:e 1111111bcr &Dd cluL All of IUdl 

&CI:OUIII:I rcccivabla IDd aD iLCOIIIII roccivabla siDI:e lbc d&l.e lbceof ba\le ll'ixD ill cbc ordlDazy 

CQI.II'JC of lNsir:lcss for l'Yoducl:l cldiYa'ed or ~ t'tlldcrod. Ncilbcr lbc Colmpc~Y DO'I' my 

Slwdloldcr is awaz,: of aay C¥CDl or colldilion wilb ,qpcct 10 a ~ "--IIIODCt dlat cawca it to 

bdicvc lhallll)' IUdl rccclvable will 1101 be oollccttd ill lUll iD ell» COIII'IC witboulracn10 Gtipl:i= 

and will DOt be mbjc:c:t to CQIJilladaim or JCIOft The write-otis !or c!oubdlll ac:eoww R'ti~ed on 

r~ v.Muc """''""''' ~ .. , ........... ......, m will h&. ulhe c:ua mav be. de•amlncd in IICCOI\l&noo wit.b 
UAJU' IDa saJl j:inCQCe "'DR""""Y lflPI*liDa toeqm~Cl)' piV"'GGI 10r 111.1 11D"' 111P'UWC m:ctV-

Stctio.D 2.23 A.tcoii.DII P.,.able. Scqlgn 2,21 of lbc Disclosure ScMclule coamllu a 

CQmplc~ &Dd ~lilt of all the Company's qed accoUDU payable u October 31, 1996 &Dd 

Novc:mbcr 30, 1996, sbowi.o& lbt name o( each ac:eowrt creditor &Dd the 110011111 due to eaeb by 

invoi" number t.lld dale. 

St«<oD l.lll Irau tua.cfad lD t.be Dladol1ln Scheclllk.. &;sian z 29 o/lbe DildOI'IIR 

Schedule conta!D.J • complete IIIII ICC'III'Ire list or brief dac:rfpllon of (a) aD CIID'IIOt or pcnc\ill& 

ConlnittJ or~~~ (of real or petiODil popcny), betwmllbc Company and aey Penon lhal 

invol~. in lhc ~ tlw paymall or rcc.dpr by lbc Cc I I IJI*iO' o( JDQI't J.baa $5,000, which ClmiQt 

~·••••U•'II "-~~ .....-.U.o;r~...._,(lo) .U_.I•,._"-5•,.-- ( ..... I...U.. 

but DOt llmitcd to medical. protiHiwin& or petlSion plaas), c:mplo,YM bonus and ~"­

CQmpc:nsatiOil ~ and KCtUed and IIIIIISed viC&Iloo limt u of Oelobcr 31, 1996, of the 

Company and th:ou&b lhc aom, Due; (c) my CQmpent&lion, ~on. IC'ImiiU, or 

cauuldQa Concrac:r. or Apcie~JU bc~W~:CJ~IhAI CompiL~U' or aay of lhe ComP"''•• amployc.u, 

CQnsWtaats or qeolS for lbc l&sl twO fiscal yan &Dd at presau; (d) all Conuaas cr ~IS 

rcl.atin& 10 !he borrowizll of IDOOC)' by the Company or !be dlrcc:t or 1D4itut I'JII'IIliY by the 
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Compa.ay of any lhird PCI'JOQ, (e) lbo gmpbcr lid job catcJOrY of all~~plo)'CICS of !he 

Compiuy, includiq wilb ruptet to by ~ lbelr 111111t1., cl&lc o ymmt, Nra~t 

C("ftP""PtiOD (!DeJudlna Ala commlq lcw) lll:i d&rc IIIII IIIIOUIII of WI 0 ill compc:IISIIioo; 

(t) all Clpiul aueu or~ wi1h a book Vllue ,._ tlwl S200, ..ala& Conb my LieiiS or 

tdlli'diom the:~ (I) ~11m iii:Oiille Tu Rl:lumlfor i!iO J.utlblwe fill:aJ yara; (hl • list -

of all CollttiCII or AIJ ... !a D" !01 ~chcoDI!'I"' oflll)'priVItl P.~·blic w&iiriu would 

~ required (c:itia& tbc e;doaC•> !hmqf !!!!!!!lrin• l\lch -~~ r 11M COIIIIImlllation of lbc -

Ulll.lldloa """" "'Jdlft'd ~aerQy, or tor 111e sw••CIIIIIII of any ....,matfoll of lilY lllllerl.al d&ht. 

p:ivi1qe. Omrntt or All • m Cit cranylou cr~ 11:1, Ulc o '' Q4 ''Y or PurcbaMr llJIOD 

coMl!Dmll'fon o! cho ll'lmUcdODI OOI'I'"Ipl*'ed lMrabr. (i) all Pcmlu telll'ina to iay of lbc 

C:.OW.•ar'• opmti0111lllll llllllli1fl filed by lbc ComJIIII)'i 0> my Conuacu or~ o(lbe 

Company wi1h lilY of itS "«<.'poUiiOrJ, (k) cho ltllilqat CllltomaS of !be V""J4DY md the lCD 

larJest svppllc:n to tha C«npeny !« !be U21 )'UI' aided May 31. 1996, &DIS for tbe period tom 

JUDC 1,1996too=ber31,1996;(1)allfinanc!nac" "filcdculpedwbicbllltcho C :• I•"Y 

a a dcbtor{llllllillll'w:h •w'I!Q!!l-cmm:;!f.'tM o!4llnl'. &lid ldwi"Cidoo of~ Cont:Kt 

Of Agn:CalCD1 to \ttW:D IUCD" I'CIIIaJ:- lUiraLI \.WJCU ••e...,_ .._.~ 

bctw=!lbc Comr4ey &Ddany Pacm; IIIII (n) tbcCIC Codes and A.cccu Coclca oftbc Coaapieyo 

The Compauy ba DOt teeeivai oolicc, or ba kzlgwlcdp or IUIO!Ito bcli~ !bat any c:u=ma 

listed in the Dilclolulw Sdw!uJe iJ techina or praeatly iDl8Dds 10 leek 10 •cnninete or djminjsb its 

rclati01Uhip wilb tbo Compa.ay or !bat any l\lch custoiD«T will oot renew or continue ItS c:xiltina 

ConiDCt or ApcmaJt wilb lbe Company oo lbc expiration clale lhcRof (or otbcrwiJo) on termS at 

leut &S favotabl• to lbc Coctqmy u !hose Clln'CIIIy in d£or;t. 

Sedfon 2..30 Buk .. uanmu; Powsn o!A.ttor111Yo Scq!on 2.JO o!choD!teJosure Sebec!u!e 

mcnple~cly IIIII IP?mely liN lbe name of each bank. brokan.ge firm or olbcr financial illatitulion 

~ _s..;..a,. "- 0......~ a..... .. • ...s. .................... -c..... -a-·- ~ __, 

c&lll:e of all c:ub and C&lh equivalents COIIIIillcd lbercin at lbe Elford~ Dete.. Scqlgp 2.10 o!lbe 

Dilelcsurc Scbcdulc abo C"'GGp'e!•!y md a=nt:dy lim the- o( aU Pc:ztow eqtlw o 
1 ~ fO drut 

Omon, or to ha~ ICCCSS tberciO or to llllhori= IIIAurrions tbadn. md tbo ca.met of all pctia. 

if my, bolcliDa powc:n o! oaracney !rom dlC Company willl raped lbaCID « '4¥i!h respect 10 any 

otha mauer, llld the acco\ID1 n11111ba of any IIICb a.:eown. The Company does DOt mriatm any 

sccurilia or COIIliDOdlty trldina ICCO\IIIl cr ocher brokca&e KCount. 

Scc1ioll2.3l Trauutfou with A1!Uiatlllo Except u ut !orlb 111 ScetiM 2 32 o! 1bo 

Disdosurc ScbcdWc, die CGmJ!CY bu 001 cnppl in &IIY 101111, Conii'ICII Of A4)J• • II• I 111, OX o!hllr 

11211Rdi0111 with my Sbarcboldc:, d.irecmr, omcc:ar b:y CII!Pfa,.. o(cbe Oc11;e;,, cr any nrnbcr 

ofmy Sl!Ch i.DdMdual't 'mmcdi•m tiunllyor~orbcr Aft!!!.,. of the Coms-ey. N o(lbe OosiDI 

Dale. all &dvanus or lo&as ma4c by the ColnpL!ly co any IIOdcboldc:, otllca, dlteelot. employee. 

,tffiliere or aaem oflbe CompiD)' will have been n:peld in IIIII, witb ICoCNOCiln~~UStto me date of 

rcp&YIQC!IL 
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Stcdoa 2.33 Comzpt Pn~. Slllce lbe ~Deep!~ on oftbc Compaey,I!Jctc haoJe ban ao 

viola.dODS o! lbe rordJil Comlpt Prlctlce& Act Of ~ slml.lar lli&IO Of federal mtU%11 reladlla tO 

bribety or lim.ilu otr..s by !.boa Complay ot my of cbtiz qct~:. Ntilbcr tbl Compeuy aorrm.y 

eSt .._, w.. • ..,.. ~1..~ ,....,_..~a. c:..,...., ( .. __,, P .............. ._ \. . .a..u' .l~ .,.._ 

!ozeaoln&) h.u lillcc !be du.e of Coaxpm)" s lacolpolldOD, Jiw:a or ..,.S 10 ,;.... Ill)' sift or s!mllar 

bc.ocJlt of mor1 tbaA nomi"'' Yl1uc co Ill)' c:ustO'DI", JUpplier, aowmm•!!l•l~mployoo or oflldal, 

or Ill)' other Penon wbo is or may b. i.o a poGlioo 10 hdp or !Wid« tht Compaay or wist liM 

Compcy 1D • o ""'""= with lilY II:UII1 or J40J : r • ln!IIICti011, wllich 11ft or similar b=c:fit. l.f not 

&iv= i.o the put, would have a Malcial Ad- EfrK1. or V<illcl:l VIVIIId IUbjea lbo Cnmp~~~y to 

penalty Ul any pivm or cc-nm" • • 111 llrlpioa or Pre c c ~ina 

Sealooz.J<4 A.bMDceorWMurQacoT!ec!fbleAeecnwa. Al0c:to~31,19961Dd 

lllbe 4lle or acl:l ~ belfllA sbMt iDcJuded 1D the financial Star I 'rill¥, the ColD~*~)' bid 

"'~ ...._,. ,.__._,- '""""11..-.{~.1- _.......,...,.... ~t,.lt t..... -w "- ....,..J..,f •ntf ~tt:~ "Wf" rf-• J:':"•rr..i•l 

Slllmle:n!s. 

s~cdoD 2.35 No Dcrault. The Compal.!y is DOt 1D dlfimlt I!Ddc:r, m1 DO eon4itlon e:xists lilll 

with nodce or llpiC of time or bo'th WOilkl COG:!"'r "'a deWIIt lllldc:r (a) Its tcspeedve CeniAeato of 

locotpw rrim or Bylaws; (b) l1t1 C«mn or AiftCWA or evic1alc= ottn¥bter!nen fiw boo owed 

mOIIG)' tO wllkb !be CoiZiplllY il il pavor by wbicb the c~ or II))' of its uxu !lcnmd; or{c) 

.any Order of any Tribunal 

Stcdon l.36 CopU. o!DoCIIIDalta; Acaznq ollafona..S.a i'vnllaUd.. Tba Compcy 

or the Sb&n::holdca have ddh"CI"CCI or !IIAdo available to Pw-cbaMr complllf•llld ~ eop!a of 

:all dootu~mu LIJicd on the Dlsdorwe Sdwtul~ m1 all Olb:: lafi:wm•rio'l ~ for dccidiz!& 

whether to COIWalllllto the f!M•ectiom hereby. All of the exhibits IDd KhcdDiu provided by the 

Comp~~~y or tho Sb&n::holdca arc trUe, comet IDd eo~DPictc lD all mlllriaJ IUJICCllllld DO written 

Jtpt JO IE! ioa, Wm&lll)' or f"VZDCCI'IIIIode by lbe CompoDy ot the Sbareholdera 1D or pursuant tO 

!Ibis 1\p-ee!DCm tO!!!Jint orwUJ ocmsai:n my Ulllnle """"'M' or I melmlll f.an or Olllils or will omit 

lD JWe any m•rnial fKt to make such tepretemadon, Wlmlll)' or rt&l&mtlll oot mislc&dlDa to 

PurcJwer wbo arc seeWna COIIII'Ictc llld•=um itl!onoarian with f"UP"t to cbc Comptey. 

Sutiolll.37 Title to Sb.ara. The Sharchold.cra are tho law1\11 owncn of lb. number of 

:Jhuq ofCompiny'J Common S10Ck M forth below: 

Charltl T ooy l.ooltciD 
A v!naD r.ml"dD 
Danlal 0 . LcmstdD 
David R. Loastelo 

The Sh&rtholdera ~n the JOJe bolclm m1 owaen (bcAdklally and of rcccrcl) of all of lb. 

Company"• Common Stoclt. Each of the Sbareboldan bold~ aood, valid IDd lDdt!•dble thlc to 

such Shan:$. 1brt ShGwhoJdcn CDC.b poueu Al11 llllbodty and lepl rfahi to aeJ.J. lnlll&r IDd wian 

Ill;~ leplllld baridll ownenhlp oflbc Sh.aw Wuod to CDC.b or d4:m. !Jwllld clear of all 

Liens, Conii'&CU or ApemcutJ wilh ~ 10 vodna or lhe purch.ue iif lilt of seeunties. 
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.~JIIi"' riabla. proxies« Olbcr ialw.,.u offlt1llllln at my l'caoll ("Bt:mfF!Ipnt"). Thae ~ 

DO o~ riJhu or obi{Jtdaaa J!Ut*1 by uy oftbe Sbardlo'ldm to purchue or acquire &II)' 

of the Slw.t ~ pun!IIDIID !IW .-.,rccmau. U,POQ tbe llUI!cr of the Slwu 10 P~ 

.hcmmdcr It ClOI!q.l'l.ldiiMr Will OWII the carite leplllld b«nddc:i&lillterelllll tbe Slwa 6u 

llld clear of all .R&midlons. 

(e) No repa uuioa err WlmiiC)' of my at tbe Bhlrtholdm or tbe Colmpeey 

COII'tlill.od ill thiJ ~ or ' '" mr Ill !till D!JcloJUZ"e Sch.dulc COOQfn• Ill}' ll!llrUe 

sta:emcal t:1r oml!S 10 llatD I malllrial fKt -AI)' fn ordc 10 JXIIb tbellltllmlllll bcrefn 

or lhlnill. illlilbt at tbe ~ IIZidcr wllldllb.ey III'CI't 111111e. aot rct•t•d!na . 

(b) ~ Is DO fKt li:llo"'llto Shlreboldltl or tbe Compcxy wblch hu lpC:Cific: 

appl!c:arion 10 !till C'«npul)' IIIII wblch could haYO a Matmal Ad-Etrea bul which hu 

DOt boal set forth Ill dds Aar=Dan or die Dbc:IDJUnl Scbedl!la hlreiO. 

(c) 1be dUclosures In !be DiJdoii:R Scbrthdc •mw:lwl ba'CtO Jba1l relD Ollly to 

tbe lij4 utjmj !IZid -...nuria Ill tbe S«<on of tbia ~ 10 wbich lbty apra;l!y 

rclaUiand ·10 DO olhct rql'I'CSCIIwiotl or wmuty in !IW ~ 

(d) [a the - 0( fll1 ~ bctwcct4 \be Sl'' I iA tbe bod)' o( thiJ 

~ aad tborc ill tho Dilclorure Schad.ula mec:'vd hcmD (olhcr lhlll AA exccptioll 

QPUS!y Jet (Grtb u IUCb Ill the DilcJosuR Scheclulc in rd.uioo 10 a spcdlically idcndfiod 

rcp:uaDWiaa oc wwmry), lbose iD th!J AlfiGIIIII1 abaiJ amuoL 

ARne.£ 3. REPRESENTATIONS AND WAllRAN'I'DtS OP PURCHAS.E:R 

Excepc .. tel (onb In lhc Clilcl~ vbec!ufe datiwncliO lhc Corllj!G)' aad thoa Sh&Nboldm 

by Purdwcr c;cmt_j.. *Cl'llly wlth tbe -,cOC""riClll benrof (Che •Pmrbncr p!sloftK! Scbrdule"). 

Puzchasc:r hereby rep ='' !IZid wmwsto lba Compel)' and CKh oftbe Sbarellold.s as !ol.lcws. 

reprdlcu of Wbat lnveadp%101D, If my, the Co!llpaey or tho Shateholdcn lhalJ have :n!ldc prior 

hc:re:o: 

ScctloA 3.1 OrpujulioA; Qaa.W!cadOll. PUichucr " • cotpO!Cioo duly oraaoizcd. 

validly c:xistiQa 81111111 JOOd mnd'"l UDdcrtbe 1.aw1 of !till Swa oro.ww-. ~ bu full 

corporuo JIO"""'F &lid enrbmry to OWIIII:Id Jcua all oltbe popenies aDd- d DOW OW!IIIIId 

leases &Dd 10 carry on ita business u oow bcior cond~ 

s.atoa 3.1 A.Utilorlt)' ~· r.o tkla ~t. l'llrdJucr 118 the COlponlia pOwer aDd 

autboriry 10 uccute, llclivcr and pcrfODII !IW .Aarazn=t md tho other Opcndw l)ocu:pym~ 10 

which It Is a pany 1111110 eoosmnrnat•lbc II'IIIAdiDoJ CODtmlpWcd bcm1)' 11111 tblreby. USC baJ 

~ c:orporata power md aJIIbori'ry to CXC"'!It, dcllvw *lid pcftOml lha Pledp AIJ• D lim 11:14 to 

coi1S\ID'Imllt tbe U'&III&Ctlo111 COD.Ielllp.lrucd tblraby. Tbe cxeeutioo &Dd clcllvcry by Purdwtr and 
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USC of the Opmxive Donrmcnn m which itb apmy, &ad the COIIS\IIIIIII.Ioa o!tha ll'mlleti= 
conttmplotcw! bc:reby &ad tbmby, b&w bMD duly &ad validly ll.llborb.led by the Board ofDir=tots 

ofPun:huculld USC,r~, &lid DO othcroccpoaara JX'C 1 1fnp 011 the pat o!Purchuct or 

USC ate necessary wilh mpcct lllcmQ. Thla Apwmcat ha bocD cluly IZlll vallclly CXA:CUf.ld mel 

e!e.IM:mi by Pu:dlucr IDd CODStflula a J.tpl, Vllld IDd b!!!d!nl Obllpi:IOII o(Purcb.uet, adbtc:wbJc 

apiml i1 iA ~ wi1b iiJ lllmJ, e:xccptu CI4Dc-.c bcnofiiUI)' be limillllcl 'by bcnknapccy, 

l.DJolvency, Jnnd"lcnt ~ mcni.Orium or olbcr almllar lawt alfcct11!, cafotoem=t of 

cmiiton' ri,m:s. p:IC'Illy. Tba P1edp ~ wbiD eucuted llld dtllvered by usc. wW 

COIIJtiullc a lcpJ, vallclllld bizldl.al "'"lpiOD ofUSC, ca!oroeable lp!DJIUSC in~ .mil 

Ia tc:au, c:xupc u cnCorccmalf ..,f may be llml* by ~. i.Dio'-:lcy, tnwdlllezu 

couveyancc. mon!Drium or other llm1lar Ia WI~ WORCU!I!IIf of crrdi1on' rilhU ,_ur. 

N Of the clale bateo!. fl) ~~ kDowlcdie &ad CUcpl U CODIC!IIp!ltl:c! by lbiJ A&reemalt. 

!'Urcbascr lsDOt prnh!bited bycyTriblmal orCOIIIIXUir Ali- fioom ~Ita. eoc..Q)'. 

ScdSoo 3.3 ll!iwatmllllll!ir.at. Purtlwlr b ecquirizla !be Sbcu for ill c.~ ~&lid 

not with a view m tbc d!Jtdbution thcn:o!with!l1 rhe meenj"l oflbo Secunlia AcC or'l93l, u 

:unendcd 

ARTICLE 4. ADDmONAL AGREEMENTS 

Scctloa ~.1 Coacluct or BUJI.Dw of the Compaa:y. Each of the Sbarebol4~• &lid the 

Corapmy jol.ally IDd _..ny COYallll! dla1 &lb:r lbc clara bcRot llld prior 10 tile Clos!"l O&le, t!w 

Compmy shall amd!!Ct ils opetllions &CICIOf'l1iD& 10 tbcir DOmi&ICOIIIM ofbo11incn m pual111Dmct 

the.ir bunneu Oii'"r"rroa. keep avallabla the sctYiccs oftbdr ot&cn IDd employees, m•lnt;oill 

sa%!sfaemry r.)adonahlps wi1h 11=uoo, svpplicn, doala:l, &ICD1J, cusmmcn alld all otbm bavial 

bouiness rclaioasblpe witb tb&m alld «mM•U: m acrvicc alld m•iat•in Ill of U.. Compaay'J UJW 

in a menncr coosiumc with put practlcL 

StdtOD·U Fort.ruca by die CoDIP&JI1· Elcb oldie Shuebol4al alld lb. eomp.cy 

jointly &DC! sevcally covawu aod ape that except u COIIIII1!PWod by thil A,rocmmt, the 

Company shall DOt, after !be clale bcteof alld prior 10 the CloriQI Dttt. wilhout tho prior written 

COIUCDI of Pun:hucr. 

(a) !:que ldd!tlo'la! capiLli SlDdc or my ldclllb.J JCCUriuu or ob~ conwnlble 

iDto or cxcba.,ublc for, or lfv!lllany Pcnoo llt'f riaht 10 ~ ctplt&l S!Oek: 

(b) ac;quiR any lham of its Clp!tal atock: 

(c) clecJua or plY cy ciMdcnd; 

(d) Luuc ltOCk opdoDJ or lilY ltOCk ~OQ nibJ:s or Cl'tct into Cl)' ConUKl or 

AIII'I'CIICDt providloc for~ or paymc:DtJ tD my Pcnoft wt1h 1apect or 

by mcrmcc 10 tbt Clpila!IIOCit, ~tal- or "'Ckholdm' equity ACCfllllll or 

lhc Compaoy or pq any 111!0''"1f wlib rapect m aa:y of lhcm; 
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(c) sdJ lilY UMtJ 1110t ill lbt arrl.iDay COW"Jeofbnajncsr, 

(f) iJiue or illeur add!tiOII&I ~ lot boft'OWid IIIOIIC)'; 

(&) mortpJc, piH!p, an= a ICCUrity iDr.etat ill. or crtberwiJe cmmbcr ~ey of ttl 

popmies or aaeu; 

(b) mlb my brwt •• ""ill third plftia or ane11 of a ca;pilal DaDa ei!bcr by purchuiDa 

~ ecmitjq ar IIXU, wmribmin& ID c:apila1. a~ propa1Y or odlttwbc 
moklniiiiY lllvmmast; 

(i) mlb f1ZrJ c:oa=ill'IIIIIIJ for capilli G;M fimra or odic: c:ommjtmept or lmiiACtiOA 

otbc dum. ill !be on!illay COIIDC ofbw:iut:u w!tbout !be prior wrltlal COCUZll of 

Purchaser; 

G> iDcreue illmy!!14!!M'tbc<•CI;cl'ri<lll of or pay ~ey booiiiU or'J*ialawatdiiO 

a.o.y of i1l ~or of!iccn; 

00 ama:d ics ChaW. Cc:rti1icale ofiDI:oipoc orion « Bylawl except u may be QCCMU'Y 

10 facll!tat,c die~ pftbe lrii1S&I:U0111 comrmpw.d by thiJ A&tament: 

(I) _.IIIlO my cmploymcll, C011$!llrina brolcaqe,qcnt or COlDIIIiuloo Con~ntt or 

AIRCIII.CZit or~ 

(tn) ttJc.e a.o.y accion, or fill 10 take cy a.c:don, w nsuh of ;wblch c:1111 nuoo•bly be 

cxpee~ed 10 be a •mnin•t!on of or dd&uJt UDder any Material Cclltna; 

(• ) --..., _..,,, .. .._, ...... - •rr--- ..,.. _ .... - ,.,.Mt,, - ,_;,..._, • .,., u . ,.....;. J 

Comnct; 

(o) fai110 IIWDWil the ~d.coli.alll'aUilelll or olbc:wise f&U 10 prcurve a.ay of 11:1 

Propridlry .RJahls; 

(p) take on 1111)' DCW wbolesala busillau; or 

(p) c:11tct ll1lo a.o.y Coarna « ~ ID do my of !be dliQp dcrribed iD da.uxs (a) 

tbrou&b (p) ....... 

Scctl.on 4.3 No Solldtado11. EICh of ibo Sbarcbold.c:n and. lho Colllp&ll)', joi:nlly llld 

sevea.Uy, CO\'Clalllllld cpe dllt !be odr.ber dill~« ilS o15ccD, dircaon « Sblrdlolclc:rs 

will, nor penult Ill'/ of cbeir rc:spcai~ qcall or ttpi I!~ (mclucliJla, wilbDul UmU.tjoc, 

~ban tun, 1110111eY1IIlli rcouosants). clirccUy or illdireclly (a) .a.licil, iDiliale « IIICOUI'IIC 

a~U~DW~>u.w u r ~ ut u«R~a "''"' (\1) o.w&o~o ... , ~ ft!.J. . __. ......... .a-··'­

~ iJ1 my ._y wilh, or put!cipac ill 1111)' c!irmimss or~ wilh, my P-= with 

mpect to my poposal rep:c!wc'lllc ICqii!Jilioa «~of all or IUD&Ienl.l ronioa of1bc UMtJ 
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of, or 111y equity imcn:sl ill tbc Compcy or azt! "'•sf..., Mft!hinlfioa with tbc Compluy. The 

CoiDpiDY aDd tho Sbaebolclcn e&all prompcly ~ Pwchascr It laY Judi pfopoaJ or otr.r, or 111y 

inquiry or comna with CO' Pc:noc wilb ~ tbawfo, b lllldc aDd aball. ill lilY such oolice, 

ind.iute in R&SO!Iablo dcclil tbc idcutity of lb. o.lfaor llld lb. lC:Ims &lid eoodiucms or CO' sud! 

JIIOPO$al. AI a ruull of lll1tCfin& iDio tbiJ AIJ'=mcnt, Purc:lwct hu iDcumcl aod will ~DWwc 10 

incur aiptificur "XpM'• iD con ....; ...... with cbo trMuc;tiom «mtnnpl•red bctoby IDd in \hi ewzn 

of any breech of dill Won 4 3 or the ma'll'lf,llla of !be ComJIIDY or ltJ llDGk or &Zfllllbstanlill 

portion ofiu UJCU wUhia 110 days oftbc dale oftbia A&f•DW'•, ~ Compeay will rQmbuzx 

p.,.. ., - I'•• ..U "''F L 1:.. • 1.)" .... ".wl'JI\; a 1 1. • •· •• ~... ··-

COIUC!Iplaled bceby wilbiD tc day• of a rtqUitt !or rt!mbu.rlcmcm by Pllldw«. 

Sacttoa 4.4 ~da of Buta• ud l'ropfta. Pwdwer may ma1ot or c.ause to 

be made IIICh ~011 of the Blllinw llld popwtla of lb. Compeoy aod of ill financial aod 

l~pl COIIditioo u ~ or lldviu.blo 10 &miliari2a i:IJdtlharewi1h. Tbc CoiZipl:lly qrecs 10 

fuml.sh Purcbucr &Dd ill employcc:s, offices. qct~~~, iiiYca1mccl backers. po11111tial illvcston, 

~ COIIDid IIIJd other rcprclCZIIIIlv;, 'flilb Ill fill•nci•l, opcnnq aod ot.btet cWa a.od 

intormarlon CQDcrminl lbc ComP"'I.Y aod c:oaw:U~ma~a of !be C "'I•">' as Pl..~ shall fi'om 

limo 10 lima I'IUODibly nqUUIIIId will atford Purchucr &Dd ill employe«. offic:cn, aceOIUllllltJ, 

~aceat~tia\ ,, '"'t.nkm.po'enrfa' inwst.onmdocbcrcahori:zrdaqa • •••rivcsacccsa 

to tbo Compaey's ol!ice$ to review llldl cfoe\lmt:lll:l IIIJd dJdr boob llld reconis aod will bo eiwn 

oppommity 10 uk q!ICitioDJ ol; aod recc:lvc mswm from. roprc~CD~allvct of the Corupaoy with 

zespea 10 such maam. No iuvadp:iom by the Pun:bucr or iiS ~ I'CpiUilUl&llva or 

qc:nls shill ~ or otherwise> alfect tbc oblipliGD or liab!llly of the Compllly or aoy of the 

Sha:choldcn v.itb IUJ*IIO lilY litpi'IIICIIIIt warranties, COVCII&IIIS or qreerDODII made berciD 

or i.o 111 Edll'bit. ScJr1nJc or otbcl ~ca:.c, Coalrlct or Apcmcn1 or doc:uolctl1 (Uleludiog the 

Discloswe Scbednle), executed or delivered ill cotmeetion wilh this AJr«meelt. 

S«don •.5 Coa.lldaldalll)'. Each pany qrees Wltb rapeet to all tcdmical. commc:n:i&l 

lllld otbc:r infotmaUon that b fvmi•W or disclosed by the other p.nics, iocludlll&. but oollimNd 

to, jnfoan•riou rqading such j)IJ!)"J (l!ld i1S Subsidiaries' md Aftllietn') orpnlnrion. personnel, 

bmi.ocss Ktiviliu, c:m&omcn, ~Ubscn'bcn, polides, USUJ, finm:cs, ~su, sales, rcvcoua, 

tedl.aoloJY, ri&hts, obli,pnODS, lilbllitics aDd Sll'l%qies (the •tgfqmodgp"). thai. Ulllcss llld Ul1til 

!.be ums:acrioos COI1lallplaltd bc:ttby sba1l bavc been ~ (a) J\ICh lnfonlwlllll is 

con1!dendal and/or propricary to the fttn!l•hln&fdiJc:IOiixJa puty llld CII!Wcd 10 IIIIi shall recc:lvc 

tnilh to' u such by tbc -avm, pcry; (b) !be recc:ivloa puty will bold in confidtau md DOt 

dlseloiC or II.IC (~ iD zapca oflbc ll:miiCiiom : ut •aoJ•' md bcrcby) aoy IUCb Wormat:ioa. 

1:R&Ilna sucb In!OIUIIIloc wilb tho WDC deii'OO of c:aw IIIIi ooo.ddcnllalll)' u il acc.ordJ ill own 

COD1Sdmt£oi11Jd ~ laflmwrioo: prcMdcd, bcratevv, lha th.c rccclvinl party shall .DOl !lave 

Ill)' IUII'!c:tivc obllp!icm wflb respcc110 aoy Iafiwmlfioo tblt(l) lsm"•iocd Ilia Jllimcf pllbllcalion 

available 10 the senml publk, (U) Is or becor:oes pllbUdy lalown tbrouah no wronatW IC'I or 

oiDisaillll of tbc ,. c •rfinl pcny, or (lh') b koowo by the rcc.dv!l1a patty witbou1111)' propridal')' 

restriclioDJ by the ~d.iscloslnspny lllbc dmc of receipt ofsucb ID!ormatioo; IIIIi (c) all 

such In!otn!•riM fiuni•W 10 a parry by &ootber, unlcu otbcnWc rpeci!iod ill wrldn&, shall remain 

thoa pope.~ of !he Nmish!flllmv!Mfna ~ &Dd. in !bo cv=lhis. ~t b te:aWwod, shall 

be retumod 10 11, IOicdlcr wflb my and all copies made tbcnot upon u:qoest fltr such re1Um by it 
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(ex.ccpt for dM!!Il"'lb l\lbllil.a.d to a JCMI2UIIaiW qmey with the COIIICtlt of the 

mishinl'diK!osi.!l& pii%Y or llpalllllbpoala till! Ilia-be mriev.d wjth reuoaable drort), 

and cad! pan;y lhll1 confinn in wri1iaa to !be ~ compliwc wi1b 111y Nil ltq\IMI. Bach JI&I'Y 

her=~ dill tbc aCIIJidy alawflll flJ'J bracb by a pcty of ill obii:Pri<mr UDder Ibis 

sccdon Is iDadequ&re and that the odic putia shall be Cll1idad Ul cqgj1able rem~--. izldudiQs 

injlmetive rdieC, In !be cvCIIl of brad~ by my other party. 

Secdoa 4.6 lav11dpdoa of Fluadal Scac.aaa. The Comp&ny ~ to p., &Dd 

qrea to W~K fa independm• caUeed pub& &ceoUIIIIDII 1111 p~ IIICb en!mnce to tbc 

iDd.epeodesu ccnificd pubtic eec "'''''"'' ot Pu:rdrucr, IDd co c:mplo)ees or aep reriva of 

Purdwcl &S it may I gpebly reqUCII in COGD"'rlm wi1h lbdr rtvYw of tbc FiMJ!Cia! SWtmen!S. 

Sud! review sball spcrit!c:oDy inr:ludt, Wi1hoar Umjtcjca, die aaht to cxmine ay DOtal and WOtk 

p&pera related tboroto. 

Secdoa 4.7 A&rtcma.l to C0111vmmua. Sllbjec:t to the 11111m1 and coadhloas btreiD 

provided. each of tbl pu\ies berelo .,._ to UR COIIUilCI'GIIlly ra'OIIAblc cdill1l to clo all tbinp 

n.eussay, propct or adYiAb1e 'IIDdcr tpplitablc laWJ and rertfnjogs to ccmll!n!-and~ 

ctrective, u JOOD u ra'OD'bly p:Kdcabl&, diC II"• =~• marcmplr!M by lhia ~ 

inr:ludis:la. bus not limlted to, tbc olninina of all co..,. era, llllborizllioDS, arden mel approvals of 

lilY Triban&l rcqu!rod In conncc:tioa thcnw!lh IIIII iiiRialina or dcf=dina ay Jq,al aaicm that is 

nccen•ry or eppropdal.to pumilthe lniiUICiioas coo•...,pllled bueby to be OODI"mmnrc! AJ.my 

liule a4cr lbc Cosma Dare, if 1111 &rlbcr ...Uon is '*'_..,.. ,llr'OjiCr 01' advilablc to c:my o111 tbc 

pwposes of tbLt ~ lbt7a. u $000 u l.t l"UOMbly prllellc.bl&. cacb piS'!)' to Ibis ~ £ a il1ll 

lhllllakc, or came Ill proper o1'6cra to tUz, Neb .aiOD. No paey to Ibis A1J1 • a DaU abtll Wee or 

CIII3C to be llkm ID)' ll:liaa dial ~emu dx "P w 14rloot orwwildlll aprased b=cln to 

be UDII'IItl or islcom:d on the Clos!.Qa Date. 

Section 4.8 Acne= tot Reprdln1 Broken. Each ))In)' qrea that IIICb pat}' will pay 

or diJpll1c.. and bol41bc olhcr pan!a harmlc:u !tom, Ill)' clalma of' broken or olhtn for fiDII.cl'a or 

~ fca usatcd IS a result of scpc" retjms by tueh plllt)' to tueh bC'okl::n or otben, 

rcpn!len of wbelb.cr the cxi ttenca or I\ICh brobn oc olbaJ are disclosed bcrdn. 

Scdl.on 4.9 Nodce. The Compaey l:lld the Slwdaoldcr:s lball prompdy p¥e DDtic. to 

Pwclwer upoo becomini&WIIO o!!Moceurrcnc:e orfall~n to OCC\III', or the lmpaadina ortb.reau:zted 

ocew:nnce or failure to ~. a{ 1Q1 e-n that .would cawe or Ollllldlllte, any of lbdr 

rcpre:sc2ltlli001 or WIII1'&Diles bel.ac or beoanrlnawaue. l'llsdwer will promplly pve nodce to 1M 

Comp4Dy and lhc Sb.utbolders 1lpOD bee-ina IWil" of lhc OCCIID'C:IICC or (allure to OCCU&. o( my 

evan that would W~M or COII.IIilllu.IIU' of their"'* a •etioos or watralllia bema or bo m'na 

\IDINe. 

Saction 4.10 P~tbUc Allllollii~IDtl. Neither the Coa:lpay nor any oflhc Sbceholdas 

•hall imlc any prcu l"'cue or znalca lilY public stllcmCIIl wltb ~Ito lhU AJro«ncnl or the 

ttanJ&edODI eoDU~Dptar.d banby withous prier COOSCDI &Dd approval o! eM contan !hereof by 

Purc.lwa. Purclwct may disci OK lhiJ II'IIISKilon t1 any tlmll. 
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AllnCL£ 5. CONDmONS .PRJ'CEDENT TO CLOSING 

• Sec-doD 5.1 Ctun.l CODditlou. Ccmrummaiioa oftbc Ttwtoctioas lhllJ be subjeet to 

the iWi llmcm at the Closlnc De of each o! the !ollowina CO!Idilions: 

(a) Ng romctloa No coun hav!Da Jur!Jdlctloo ahall ,baw: I.Jrued. to tbe 

lalowledp of Purchaser, the ~ oruy Shate!lolde:, ul!Vuoaioa preveaU.aa the 

C0C1S111J1m11ti of lbD Trsnwrim tblt ablll DOt haw bee llayN or diaolwd ll the ClotiD& 

Dale. 

(b) Pnceecllpp. Alrpnl_.!lnp lllciD or to be lllcc ill CM!!f:C!!on with the 

lniiJirtions CMmnplmd hereby, Cld aU~ Incident lbDrfto sbaD be taJOmbly 

saliJfildmy iD bm &ali lllbii&DC* to lbD p&rliu ud their COIIIIM!, &ali !be pcu., &lid their 

COIIIl.l&ll!hall haw ncci~ aU llldl COIIIIICipln ori~Mie or OCI1ificd or oda cop!~ of IUcll 

doc>"Dmll! u t.bc pllUa or dxir c:ollllld 11113 rcuoa•bly request. 

(c) Other Am«mmrt The ~ Pcaoos sbal1 biYe cxeculfd tbe 

NOliiOJ.ic:jfa!ion ~the Fl.odcr'1 Fee~ ltld the Plcd&c Aarccm=t-

ScaloD 5.l CoauSJtiODs to Qoe!q-111 Puor of t!at Coapa117. CoDS• •rion of tbe 

Tnnsxtions sball be subject to lbc ft!lfillmcm, to the~ of !laP Comf"D>', or wriatn waiver, 

at or t..fore !be ClosiiJa Dale, of~ of the foUowiZJa eoJ>Ciidoos: 

(a) Bprgp!!dgpa epd Wamptig gC Pp-rsbyq Tbc ~ 

Mmlllies IIIII atrt!!!ICTI!J ofPurcb.uc-mnllinc:d iD dliJ AiJIII'!M!!l, tbe exhibiu bcrcto and 

the Purdwu DilclosVte Scb.odlllc. JbaU be cor:oplcu ud accunua u of llbe clato of thia 

~ Cld Jbal1 aiJa be campier mel em•me at aDd as of tho Cosma Dee. except for 

ehanaa COIUI:mplrtcd b)' chb A8% ~ u if mede 011 !be Oolilla OUr. and Pu:cbucr 

shall have pedotmccl or compliocl wilh aU apc111G11a ltld C:OVI:Il&DII required b)' thia 

AgrumCII% to be performed or c:ompUccl wtlh b)' them u or prior to lho Clalilla D11o. 

(b) Pgnzb••cr Oflim's Cca dftcetca.. Parchucr sb&lJ have ddivc:rcd to the 

Sblrehol.da:s a eer1iAC~te, dalcd lbo Closlq Data, of & Pl'aldcnt or Vlc:c: Pruic!CII% of 

Purdl&sct to the cfl*:l that (a) Jlldl PeaoD i1 femDior wllh !be provWool ofthll ~ 

md (b) r.be COIIdltiaas spcdfiecl ill SpctjAP 5 I IDd iD ScsiPD S2{&) haw beQ suisfiod in 

all metcrill u ., 'l 

(c) Gmrpmcptll Cogmua. Authgrfm1ppt. Etc. AJJ m.atl:rial COJDftlll, 

lllthorizati0111, orclen or lpprOVI1s ot, mel filillp or rq!s!mjons wllh, ll:ld uy pamiu, 

liecm6S or olblr 1114bath Jlonc required by,lllr/ IPP'icablc TribaDII dill n roqWed !Dr, or 

in coao«rioo wllh, !be aceution &ad d&llvcry oflbil Ajp"ccmCII% by the Company and lhc 

C.OIIsummel!on by the Compuy of !be aa.a.saaiDIIS c:ollleUijllated ~b)' ab&ll have bcea 

obc&lncd or mad&. 
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(d) Pmpopr op Almpph Amnacmcr 1D U.. e~~~~~t tllll m Altlrlllk 

. AmiiP.m=t (u defined ID_Scqjon S JCol occun, Pu:chue: JhaiJ have pa.id ID additicmal 

aqrcpte- ( ~rmcrur Qlffi:v.mle'"), Which IJ aos put of !he Inhia1 JPW'Chaae Prlee, 

to u.. holden of die IzMifor Nocc. eqllllto me dlffiJ CllOt> i! Ill)', '*"' ... 1!1. CDOIIIIl of en 
i.a.tercA 1bal me boldcn of !be laval« Nora woald ~ m:c!Yed ak tbt CJos!na Dee b.d 

!he Colllpllly DOl plid tucb IAvaw Nola ill full and (ii) !he amoWit tlliCb boldm will 

receive as iDiaelt UDder the AI~ Anaaa=l; provided bowncr. iD ao evan ahall 

NCb x-Dl&z ,.,, Ga.O. 

s.cdoD 5.3 CoDclldoDJ to Cloliq Ill Javor of Plll"dwu. Convi!T!met!oo of lbe 

TIIDSKiiom lball be lllbjcct to tbe 1IJJij!hnenr, to tt. NTjdoc:tjaq o!Purdwcr, ar ill wr:illal waMr. 

111 ar before tbt ClOiiQ& DIU of tiM foUowloa t4Ddhlou: 

{a) Cop!• gfReplpdom pfd!t Comp•py. 1ba Compcy :ball haw ftlml&bed 

Pt.ln:lwcr wilb copiet of suolllllou duly adoJIICICI by tho Board o! D!rcctora 8lld 

Shate.boldcn lpllrOvilla me mendon &Dd delivery of lbc OpcrariYe Don"DCC;l11, IDd lhe 

comnmmerkm of the"" .• dollS ()Ell iiiJdwd tbel.eby. c:enified u o!tbe Cloclq Datt by 

the Secmary or 1D A.al.wl1 Sccrewy oflbo Comp&~~y. 

(b) 0prp1pp atCPRD•d Cqrd!« Cpmpav apd the Sbars,bpldm The C4mpmy 

11111 the Slwtboldm lbal1 11m fumiW4l'llldluc: wil!ll.!l Qpizllon c!.lla!lbe ClosiaJ Dare 

o! ==xJ for lhc C• "i"~ llld Sllarebol.clln, 14 roan •nacbcw1 bcreiD u Exhjms 

~ 

(c) Bcpmcntadppa a·n4 Wam·pdw qfthc Cqmi)I'D' eqd Sbeabaldea. The 

............. .;-. Wllftll!iea &lid l"'tll:ICC" ofrbt Comp&DY &lid Shareboldan contelaed ill 

lhb Aamcmeru, Ulc exblbiu bt:mo IDd tbt D!JcloJ!Inl Scbcw1ul& JhaiJ be CCI!IDpl= Cld 

~ u of 1M elm oflhb ~ md abalJ allo be campllltl md accun:IC 111 Uld as 

o! the CJOe!p& Oalc, CXDCJ1C for chaqes comrmp'l"d by 1hb All cmca.t. u It made 111 and 

u ofthe C1cniaa Dee; and tba ~ 11111 acb o!tbc Sbmholdca abalJ bavc pa:focmed 

or c:ompll.ed wilb all~p~ZZ~G~~:~IDd CCMDI!Iltl Rlq1lirc4 by thia Ap-ecmezu 10 be performed 

or complied wilh by tucb PIDO!IIl or pOOl 10 tbc Closloa OalL 

(d) OMttr;s• ppd Shanbo!dm' CnUAsare. The Compail)' Uld each of the 

Sbarcholdco JbalJ bavc clellvcrod t10 Pun:hucr a caU1ic&lc, dale4 ct. CIOIID& D&la (and, 

wllh rcspm to tbc Ccmpaay, sipd by !be Praidea.liDd Secruary of JUI:h cntio') to lhc 

effi:ct lhat (a) !hey an Cm.nju wilh tbc prov!JioDS oflhb Apernclllllld {b) tbo condh!oDS 

tpecl11ed Ill Scqfon S I llld Ill Soskm S JCcl baV'C been wjsfted. 

(•) Cgyemmmgl Cop••n•• Aqthprigtlgpe, Etc. All m&tCria1 coOS&DtS, 

authoriza.dllll$, otden or app:ova1J ol; md dliqJ Ol ,..~ wllh, IIIII aey permltJ, 

Ucmws or otbc:r ~ m:qulrocl by, flJ.Yipplitabla Tn'bua.allhatii'C teqllited ~or 

lD c:.oiiDCCtioa wltb. lhc acc:aOoa. 11111 dellYay or tiiiJ ....,_ by Purcbucr llld me 
coDS\IIDI'1Wion by ~of tbc IIIDACdou co:scmplakd b.wwby lhall bavc been 

obtained or made. 

:u 



' ·-DEC· J7-q6 TOE 12:20 PM FAI MO. ~653027 :. ~ ' 

(f) Lq!alodPP. No law orMp.Uy biDd'izl& reaulazlouball have been tnectM thai 

cloa or -wd prah1bll, rem= or cldcy COlllllmll'l.l% of tbc l'riDAc:!iOIU or lilY f the 

coa4i1ioCJ to'lbt COIIIIIIIIIIIIZD of !he TrlllllcUCIDI or thai doca or would baw; a Malcri&J 

Advcrw m-et 0!1 !be Compoey. 

(J) Vtfradpp 'Ibcft 1ba1J be DO c&cuw In}~ wtit or preliaWwy 

I'UirliJUna order or a.ay othu Onler of a.ay nann IJMd by & Tn'bwlal or compc~CZU 
jmiric:don JOb e!ulna ar prgldbldDt caratnznmet!oo ar lltcriqlhc 1am1 o! lilY of lhc 

triDJ&aions provided !ar bmlll. ar acUoal "'*'I dam&&o buod 11p0a die !01 ecoiD&. 

(b) Np A.drm• Cb•ap.. Thin &ball haw OCCIII1'tld DO~ c.banae (wbelher 

or DOl CO'IUed by im• c) ID me U1C0 orftzvnriel condirion o!tbe Company liDtc May 

31, 1996 or iD !be Wnnnot!oo ftinllsbed to Pllreh.uer by tile Complay or lb.o Slwdloldcn 

wilh rapcct to lbc Coalp&Dy prior 10 lbc date hcno! 

(I) hrrll••cr'• lnyadpQo• Tbe JAverdpdone b)' ~ tDd lu 

rcprau lladvct ID eoDDIICiioD wi1h tha proposed Trauat:tlooa &ball DOt haw caiiHd 

Purchuc:r, or iU zep 1 !"iva to ........... _.. of aey facia ar dtum......., (CYQI if IIICb 

fxll ar cirorzni?I!!C'!!1 Win previously clbc1cmd to me Pulcbac:t 1D 1be Disc.10111n: Schedule 

or~ iD lbc ap..nw J:>oc\ime:w) 'flllic:h rdatc 10 lbc bo•m!!C!' opcaWoas, wcu, 
propcnies. li•blli1ics, fiMndal CODditiODS, ruulls of opentioo or d'fain of tha Comp&DY thai, 

In !he sole judpmz o! Purclwcr malr.c it !Da4Yiable for Purcbasa 10 JIR)Ceed wilh !he 

Tram:ac:docs I"«'U'""p1"•d by lbiJ ~L 

(J) lpdd!fldnn• At Cl~ !he Co!I!JI'QY abal.1 ba~ DO IDdGblednu& of &ay 

ldDd or camre cxcepc u diecJotcd ID lbc f'mancia1 Stetrzncnu 

00 Aad!Ud l'Popmz SIJUmmD Purcb.ucf &ball have received reviR4 

Fln•nci•l Starcmem• wiW:b have b=lllldlted wilbout qua.Wic:alioo &ad do DOt allow aoy 

clcvi.l:ico or c!cpnure &om GAAP Dl M:h rm.cd flmneltl Ststcwa!s fDr lbe yun eodcd 

(llld as of) May 31, 1994, May 31, 199S IDd May 31, 1996. All oftbe com auoriarcd wnh 

1he &lldit aball be banle by l'llrcb.ucr CC"P' u rdlocted by the Au41t Bl4 Amo11Dt previolaly 

expcll.Vd by lhe Co&:~~p~Dy. Sucb rtYised Fintprial S•uemruu &ball be foUDd 10 be 

saiJfacrosy to Pu:c:bacr iD i1s 101• mel absollda ~ 

(1) £mplqJct Imgtner!pu AI ar prior to tho Cosizl&,lb. Compeoy abal.l have 

C&IIICC!Ihoso employea !LJted by Pun:bucr oa Schtdul• BOO bcrcto to be laJ!!fn•rod by 

tbe Cowpcoy. All of lad!~ lblll ¥w bee empl.o)wa •c wlli"llllder Texas law 

&ad lhall, iD eonoccUon with such tt.tmillalioo, NCC!w PO lllotC thaD ~ sown.oec 

bulditslo ....,pect!,., wilb IUdlfm!!lni'!'XI. 1bc ~Schedule ptGVides allll oflhe 

scvcn.nce beodlu (IIIII)') provided 10 eaeb IIICb -piO)'IC. 

30 
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(D) CJCCpdg apd Amu Cpdct, No Pl!10ll :shall have dla riah'IO =luau: 

)be ua by 111e l)!mptll)' of die ac Coda &lid Acec:ss Codes llj)Oll COIU\Imlll&%!9'1 ottbe 

llaiiS&Ctiom COD'"'DJ'w.cl bacby. 

(o) lprcatAr Npta. 1bc Cot11PQY &lWl bavc paid ill Ml cbe 1IM:Itor Soca or 

have made olbcr~ wtjsfw:totyiO l'llrcbaw fortbe remow.l of NCb liabUhict 

from tht ~oy (&be ..,.,.,"mD'1C Anln'mnmqj . 

(p) Wl!plae&e Bed Debt. Tbot Complll)' &lWl have cxpc:~~~cd (\Illy 1111bc 111011th 

aided Oc:f.obct 31, 1996 CDIDIOUIIl oqua!ID cbe WbolcAlc B.d Debt. 

(q) I.cpdcr CgparpL l'lin:ll.uu &ball have rte:d\ICd lbc COa.seal of Ortyroel: 

BusiM'• Ctwdit 10 OODS!rmmmoo o!cbe lm!nniom rwcemplaled by lhiJ ~if 

reqa.ircd. 

(r) Other Me am. lbe Camjacly IIIIi Sbarchol.c!cn shall baw delivatlld 10 

Purclwcr, In fDJ:m IDd ~ !WtC!nl!.l)' ~ 10 co~ ft.r ~. Neb 

cetll&c.ca CDd odler evl4alcc u Pultbucr 11111 reuonably 1t:qDelt u ID tbt nrlefaelion ol 

the coaditiGDJ conuined m thi.J Sec;rjgp s 1 

ARTICLE 6. CLOSING DATE AND TERMIJ'V.TION OF AGREEM!Nf 

Stcdo..a 6.1 CloND& Dat., 

(1) Subject 10 !be dabt of the J'umbew ll!d lhc CoiZJ!U)' 10 tcminarc Ibis 

Aarecmal1 puriUIZliiO Aztjc;l, 7 btrcoL the cJos!oc foe the c:oonqpm•ricm of cbt ~ocs 

o;out. ,,,,Jiftd by dliJ ~(!be "C!Dssll(') Jball. 1llll= 111111ba dm or piau 1s aped 

10 in writilla bv lbc ComJ)III)' ll!d l'u:cJI&w, taka place a the offices o(Purdwer 119:00 

a.m. oc .A JUCh II= dct prior 111 u the ~~~~ may 

apo 11p011 in wnllll& (tbc "CJp1inr PJls"). 

(b) At cbe Onsin11o tho Ol!nptqy &lid the SharcholclcD, u appliublc, ab.all d&livcr, 

nr CIUJc 10 be dcllvmd 10 dlC Pllrcbasc:r, lbG ~ 

(I) tbc oripal ftDCk ~ ~ tbc Shara, IOJQbcr with ftDCk 

powers du.ly mdot¥d ln. blmlc; 

(2) the oph4otl of C4IIQia1 for the Company eDd !be Slwdlolclllrs m~ 10 In 

ss,don s lllz): 
I 

(3) lho cat111ato tc!cmd 10 in Ssgipo $ l(,A 4aud u of lh.c Cto.ioa Pa:.; 

{4) rcsiplllolu of the cllm:lOn .S o1I50CD of !he Compeoy; 

{$) (oocl mndfDI ~{II 1D valid C'di!I!W Cld fnnrb(v WI pa)'IDeDU) 

tiom the approprillc p a I I I ental lllllborida m C•Ufqmle _, each othew jurildi=oo llslccl 

OD S&Stjgp 2 I o(!M Dllclcmn Sc!Modulc; 
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(6) dlcNcmolid!ldoo....,. l mn llld lbc FiDdcr"s Fee All' m "aecllled by 

ucb of the Shan:holdm IIDd the Plodae ~-llted by the ~doer A&cm; 

(7) cctd!od copies o!lllo resolazicw ofdlc Boud of~ 11111boriziz1a the 

cxwnion, licllvay IIIII pcrl'on:lllllCC of tbt Opcntlve Doeumcnu; 

(8) the lovater Now mated ptld lD ftlll or CYide:lce of -.uzioo of the 

Allml•rivo Amli&CIIICIIt; IIIII 

(I) the CQlPOIIIII mlllllll boak:l, fiOOk Ulllder lldp:o, blink c:eni.ficatt boolu aDd 

COIJIOi&U seal o!lbt: Campoli)'. 

(c) At 11M C1qsin1o 1'llrdlaMr Jball c.&IISe to be clellvercd to Shan:holdm tha 

foDowill&: 

(I) !be .:cn111ara rd'llftd to ill Scgf= 'm> dwd u of~ Cloa!n& Om; 

(2) lbcP1edpAplmcDterJ'C'!!ed by USC IDd IDe Fl.adolr'e Acz-=c:xec:utod 

by Puzdlascr; 

(2) c:c:rt!ficd copies of lbc ruoluziacs of !he Board of Dlz=on of Purc.bucr, 

IUlbodziaa !be cxcc:utioD. cle.llvay 111111 pcrbmanrt of the Opeftlivt Doalmcuts. 

ARTICLE 1. TERMINADON, AMENDMENT AND WAIVER 

Sacdoa 1.1 TUIIlloado:o. ThlJ ~may be lamJn"cd a1 &II)' lima prior 10 lha 

Closma Dale: 

(a) by 1111111111 QliiiKlll ofdla Sharcboldm IIIII !he Bolnb ofDirccun of'J'urcbuq­

llld lbc ComP&!Iy; 

(b) by Shardloklas !!cry~ or wnnj o!Purdlu:r or by P...:dlasa 

if cry tqli'CICIII.Itioo or Wllmllt)' o! !he Compeny or my ~Jder c;:onta&,.t beteiB &hall 

have: bee iacwect or brcacbcd ill my l't''rnUI rapcc1. as 1D whidlllllltlcle m..u have be= 

&ivc:u to such puty, mel sllal.l110t haw beGl cured oro~ ~ 10 thc rusmtN-c 

mls!v;lfon or lbc ocber plltY ODor bc!cn lbc CloJIDa Dale, or by ellblr Sha:elloldas or 

Pwcbua I! my c:oodiliCII to !be caasurn!l!l!!m ofd)llln!D rioas • 1 ' ! ben !zr 

liw must bo ·1111Jillcd to lta urlmcrioo bas (ill tho &ood &llh jucfpen• of all of the 

Sblrdloldcn ar. ~adtT or cbc Baird a! DbCCllln of Purdlascl) bea;mw i• I 'I" terica!IO be 

{u!l!lled. 

(c) by dtber l'lll'cbuc ar Sblrcboldm if my pa e n 0:: ~ ar ocblr order 

of a COIII1 or ocbct llOCQpC"m• IJ.Ilhority prnCilliua the COtl:l\lllllii&OD of ihc Traasaetlosu 

s!lall haYe br• M'* fiDaJ llld~•i or 
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(d) •by Purcbascr Ot Shaeholdcrs if die Clos!ng bas DOt omJirCd OD br befOR 

1111U11y IS, 1997; pro~~ !IIRI!IGOdaiUII)' ~C'UIJidcd by written qr• • mmt 

bet 2 tbe pllties 1111! ~ ftmbet, lbiJ DO pt.ny sball be pc:mlu.cd 10 terminm 

~if m:h peny !a ill vioWi011 ofthb ,_., '"'" 

Sec:tloa 7.J !&cr ofTmalaalioa. 111 tbe ev=r of the t.ermin•rlon oflhi.s Agreemeau.s 
provided baeiD, th1J ,_.,OCIII:Ial1 aba1l bo:oav wbDUy vol4 &Dd have oo 1Unhlt fim:o llld drec:t 

except u berdDa1lar pmvided; &Dd lbcrc ahall be DO llabWty 011 lbc pan of Sbarcboldc:rs. lbe 
Couij!CQY, Purdwcr(ortbeir ICspcaive of!i.cco ofclincton) CltCCpt 10 pay tbc ~me provision~ 

of &sign 4 l he:eof; camply wilb lbc mnfidcnri•llty pmidolls of S«tfm 4,S bcreof. 10 pay !be 

!l=es m:l ccpemcs as~ 111 SC¢M 9,211111 cxx:cpc u olbctwise ptOvidcd bema. Nochica 
c:cnuiacd bc:rciD sball tdicYc lilY pt.ny &om li.lbilily !or !lJ brach of lbia ~ 

Sedfou 7.3 A.lllaulmt11L lbiJ A.pcmellr IIIII die cxhiblls &lid scbedulcs ~10 may be 

amended by the: parties blrtelo as my time prior 10 lbl Oodna Our, provided. however.· tbl1 my 
amcnd.mcut must be by Ill imtnlmcnt or iustnwwlllS i.D 'fllitin& liped IIIII dallw:red 011 bcbiJt of 

each oflbe p&nW hmlo. 

Sccdo11 7 A Emadoa; Wahv. Almy time prior 10 lbc ClOJ!Ila Om, ury pany hemD 

that is c=itlocl10 lbD ~IS bc:eof(wilbrcspcct lO ID,)' JUCbCOipoilta p&ny by lt:liODWcco by i!S 
Board of I>lrcc:uD or a cla1y llllllo!:ittd olliccr). may (a) CXIald tbc liroe .for tbc per{ormanco of my 
of !be obligl1ioo• orolbends o!my of !be olber plnlcs bemo, (b) ill wbole or In pan, waive my 

inamn:y in tbD repi P ,.,i001lllll wamotics of atJ.Y of !be otbcr pcnies hereto CXXJI•inct! herein 
or ill azry Clhibit or scbecluJ.e bereiO or ill my domman cleJjvcm! pumwn hereto, l:ld (c) in whole 

or in .PV'o waive c.ompli•nc:c with aay of the ICicctJICII1S of lilY of lbe olber panics hereiO or 
c:ond.ilioos ccn<~incd bemD. 1\JJy llfUlilCDI oa !be part o( my pt.ny hereto to any su.cb extension 
or waiver shall be valid u set forth in m ioswmc:ot i.D writina Jis;oocl and del~ oa behalf of 

such pany. 

ARTICLE 8. INDEMNlFICATION 

Section 8.1 lllcUm.olty. 

(a) Shlrebolcl.m joinlly &lld sevcr.lly aa- 10 lndanni(y and holeS J>ur,twer. iu 

officcn, clirectots, qem:s, &rtomc)'J llld ..:co\1111&11U ("Pyn:bmr lndgnntrc"'"} lwmless 

!rom my md all dama&cs. Joua •NIIich sbd1 include any diaWiutioo In value, UabWtles 
Qoint or acwnl). pa}'IIICiliS, obUptiom, pcllllt!es, cl&IIIIJ.lliiplioa. dnnwnds, defenses, 
JudJZOtm, JUits, procndinas, costs, d!sb"'"'ll'nl1! or expc:mes (llldudln& · wilbout 
limitatioa, fi:ca. disiNrxmc:oll mill cxpc::,sa of lllClalql. ""WmtJntl mel ~ prvfqsjon.al 

aclvUorl &lid of cxpen wialcsses &Del Q)SZI of f.avesllplioc &lld prepar1111oo) o! any ldlld or 
D&turo wlwaocvcr (coU=wly •p.mers"}. dim117 or indlrcclly rcsultloa' !rom. relatina 
to or arlsiJla out of: 

(I) m ICIIlll or alleac4 bn:acb or ooopa:(oall.ulc (putia.l or tor.al) of or 
iruccuracy in my iCPi ..-ntatioa or wamory or coYeDIIII or qrecman o! any of 
Sharebolde:$ or tbc CoiDpllly conW"!!d in aoy Opemive D?cwlcor; 
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Claim fOr wb!dl P\lrclwcr mzylef.t,. ttnjt5gtfq.Q ~fOr !boN dCCD~C~IIiscd 

ill rcspoASC to lilY cWm made by Ill)' Penon wbiclll.t a J*1Y 10 lhil Apc:~Cat or 

111 A 05 !late lbcrcof. 

(b) Subjca 10 Smfpo I I (Ql hcreot; Pwdwor ahaJJ J.ndCIIIII!Iy and bold the 

Shan:boldm llld thcfr rq~RX~~IIIiva, OO'icc1, cUzecton. AJCW, atiOnle)'lllld &CCOWI~ 

("Sc!!cr lndcmnltrs") blrmlcu 6oa:I.IIIY mel allD!!7'11e:t I'CS\IId.Ga hal or aUloa out oC 

&DY &enW or alleaed bruch or oonpcd'OZIIIIIICC (pudal or tow) of my ttptacnWioo or 

WUlUI)', COVC:I&IIt or qr=JIC1 of Purthuc C0111efMd illlhil AlfOatJ.1CIII or Ill)' olbcr 

Operative l>oewDIIIL 

(c) £tdl Sharcboldcr s11a11 mab liabillfy, llld WlJ IDdcmaU)' fw'clwcr. for the 

pa)'II:ItiU of Ill)' Tu liabll/1ia o!cbl C4w}M4)"wllhtupcc~I
D h• wcu llld lbo coodud of 

iu Busmcss 4url.aa all perloda Clldiaa u of or prior tO lbe Clorina. 

S•dioo l.l Jod•mnlflt•doo !INqllpluo( l.Ddtmwl._ Tbc (nd=nfftrat!on pnMdcd 

iD this Aaide I sba1l be appUc:abl.t v.1lcdMr or 001 DfJIIacnoa of dM tppllcabl• Purdluct lnc!tmnj!!r.a 

or Seller lad!mnitiC b allqod or pr'O'Q. 

S«doo 1.3 No T1drd Parv Bcat~Jdarl.. Tbc foa4oill& ~oo Ia li\'UI101dy 

for lhe purpose of F""""!"lbe panla 10 d:b ~ IIDd the PuttbaMr LDdaMJcoesllld the 

Seller IDdemol~ea 11\d ahaJJ DOl be deemed mmdcd to, or itu.aprtlcd Ill a m•ancr 10 coofer aay 

bc:Dalil, ri&ht or C&IISC of ACbOt.lllpoll, Ill)' olh£r ~ 
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SKdon 8.4 RtmtdMI ofl"D.rccwer. lnii:O'prcm: 1ina byPun:lwetto asacnorprose= 
liD.)' cllims Wider, or co~ caforce, this ApaDczll. tile Sbarcholdco COVI:IWit md 111= !hat 
they $hall notasxrtas ad611v ar barto recowry by l'utdwcr, and b=bywalvc Ill)' riaht co so 
assen 'uch det'al1e or bu aucb reco~, that (a) pdor to Clollq, lbc Compuy shall have b.ld 
lalcwledp of !be~ livill.a rile to tho ellim beina ~by it; (b) prior to CIOfiD&, 
the Compuy CJlilied in eooduct or toolr. ~ tha c:auvd or bro\lah% &boll% tbc clrnumm'P'S 
giving rise tO ib c:laim. t1t olhi!rv.iJo camibulld dlmr.o; (c) tbe CGmplll)' is estopped from~ 
or recovering 11p011 its claim by RUOII of havill& joi.Dcd In lbe tep ""ioas, wamntics aDd 
coVCIWlt:l m.clc by !be putics in lbiJ A&r• em:; or(d) t.b.e ~haw a zlab1 ofOOIIlributlllll 
from the Company m fba ma.ear that lbcrc is arry recovery apiosl tbem. 

ARTICLE 9. GENERAL PROVISIONS AND OTBERAGREEMENTS 

Sdoa 9J. Notica All ootices &lld Olbcr COIIIIDUDicatioas .bacl.mdcr Wll be in writing 
and shall be dcetned sive:n i! aad whcll cle.li~ pcnooally or traliJIDiuccl by W.X, telccopy or 
u:legam, lll1illld by ror;istcrcd or ccnificd mail (!Cillm roa:ipl roq\K:I1Cd) or IC&U by a m;oiiii=S 
next bw~ day colllier m lbo foUowill& Pe:10111 11 lbo !oUowi:J& eddtcAct (or 11 such other 
address !or a party u $hall 0. spociJicd by likt DO'Iice); 

(a) If co Pwdlucr: 

1600 Promcnedo C&o.tu. I Sib Floor 
RicJiard.aoll, Tcxu 75080 
~011: J~ W. Matt. Jr~ Cbeli'I!WI md Cllld'Exmn!vo Oflic:e:r 
Tolee4py: (972) ll9-IS43 

witlu copy to: 

(b) 1{ co lbc ComJ~&DY: 

143 S. Glend.alo Ave., l'birdFToor 
Olczldalc, Cali!ol'llia 9120$ 
A1t.e11U011: A vitam Lollltdn, Ptesld=t 
Telecopy: (118) 265-3027 
with a c:opy to: 

Telecopy: (__) __ _ 

(c) If co lbe Sbarellolclua: 

JS 



' D!C- !7-So iU! 12:2~ ?ll 

A vitam L&lt.ciD 
I 0915 B lutrsi.dc Dr .. A pl. 520 I 
St\ldio Cil)', California 91604 

wilh CQpics to: 

Owl• Toa;y Loaltain 
17J4 Gladys Dr. 
GJend•Jr, Ctti6lml• 91206 

DanW G. t_..,.;n 

414 pjeclmoot AVUIIIC, f304 
Glrndale. C•lifomia 91206 

David R.. I mstein 
6231AvtaAVCIIlle 
T~~:Z~~Y. C•lifomi• 91335 

rAI ~~ ~653027 

SccdOD U ,_ ud 2spa:ut:e. Tho Shovcboldcrt Ab&1l flAY &11 !w, cotta l!ld cxpen~a 
(inc:Jut!ina wilboul ljmjptjon,I!JDu o( ICCO•m!IQII,Ippra!scn &1111 Giifo.ayl) oflhc• Comptey and 

lbei: awn rus, c:osiJ md apc!!Jrl (IDd:udiDa wlllloaliiDI1taliaa, lilole ot .,._.........., 1114IUD!DeYI) 

i.a.cutml in cozmccoon wid! or rdlled 10 chi pt'IPC1IIiGa. ~ cxenrtinn, ddiYa)', 

satisfaction, rornpli•nc:• &1111 ~s:n:nm•r!O'l of 1hil Acxccmasl &1111 lbc ll'mSICiiOIIS cnn•empi&Xed 
beft4)' and tha ctosma condnlons bcmmdtr. Excqt u provid.ld i.n Srmon 4 l benof, Purclwrr 

'sbal.l PlY its own J\ICh foes, cosiS llld lliJIGIUS (lnc:ludin& wilboutlimiwiOD. lhoJO of -UfllllnU 

and IIIQniO)'I) . 

SecdoA 9.3 Iatarpreca:doD.. 1'bc bndinp c:omalncd in thiJ AIRCI!!rnl Ute fm m= 
purpasa Ollly md IIW11101 di:ct rhc mnnlnr or ii:ID:::rpml%l. ofthiJ .A~r==L Tcmu sud! as 

".bcnUI, • ·~ • ~refer to tbiJ Aptmrli11S a wbole &lid 110110 cbr ~ Jc:rJw::nc:e 
or peraanpb wbc.re !bay a;~PUT. Wilen rhc coalal Olbat¥l.lc rcquirc:s. Tc:tm~IIICid !n lhe plutal 

includo lho JmcuJar, &1111 Yke vasa, IIDicu lhe c:oolela Olhawi.N rcquira. 

Seuloa 9.A Coatarpatta. lbiJ ~CD)' br • • c r 1 in IWO or mon CIO\IZIIaplotQ, 

cacb ofwblch llull br clccmrd an orfllnal.IM &11 o!'Wbicb IIOp1her sball c:oomnne cme &1111 lbr 

- lol1n.1meat.. 

S.CUoo 9.5 M.Uwlurcnu. 1bb ~(a) CODII!o•vs lhe cmite qrca:DCI1t and 

aup cucda &11 Olbc:r Fliof c-xta or J.ai• .,IJ, bodl wriaeo IIDd ani, lliiiOQIIbr jllctiQ, oc fiZZ'/ 

of r.bcm, wid! respect to lha Mlject IIWI.r ~ (b) II DOt b:lrcudcd to &lid Wl1 001 cccfcr upon 

&DY olhct Pmon any rla!IU or RtllcdlCI hcnuDdcc or otbclrwUe wilh rupec:1 10 lhe .ubj~ mancr 
hereof, c:xcrpt fon'!P lhat may expm.sly aria u • ·eo~ of lhe TN~.AC!ioo; (c) aha.1l not 

be ulllllc:d by opaatioo of law or Olhrrwile; (d) bu bacn dratt.d by all of lha parties 10 thiJ 
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A&r=t *tld abo\lldlll)(be COIIS!Nedapwuay of !he parties~; Uld (e) Jhallbe aovcmec~ 

in ~ respcca, iacludlni validity, ID!c:rprctllion IIIII effect by lhc aubmndve laWI of the Stale of 
Texas without reprd 10 conflict of law provili0111. 

sbalJ affed the rep r terjoas ~ WWX" 'rlt o!tbc p&nill lbaara cnnrefrwf bereia.. m:l each m:b 
sept r ••riaa &Dd wwauf)' abl1l Nr\'fYe ~~ J;IIW3ripricm aod tb& CIODI\ZmmldoQ of1he a+• S*Cflna 

mnsemplced by Ibis Aazeeme:al uazil ~ (i) .. II) m•l!er! wbich DOCice bu 
bun givcn by Pun::huct 10 tbo Sb&rcbo1dcr AICIII prior II) lhal da&o, (u1 u 10 Tu lll&lla:1. which 
lhlll Jlii'Vive Wlllllbt JUDI1illa oftbt applicable IIIZUie ofllmlll%!0111, IIIII (Ill) with tespoct Ill tbc 
I\!)4C!SWitatiCIIIIIDd Wlll&lllila oftbt Sbarlboldm in &sigp 2]1 whicb lhllli\!Mvc jndcftnlts)y. 

Sealoll '-1 bulep.adat ON~crko' of Sbardaoldctt. Each or die Sb::rcboldcrs 
ldalowledaes aod apes tilat Sllcb Shareholder's cucu:ioa hereof COCltitula IIICb Sbudloldct'• 
qreem.eztt 10 be bolllld luespec:IMI or Ill)' ocber Sblrehol4a's cr:xe=IOD bcrto! IA 110 evan shall 

Purchuer be bouud by the~ .bareo!UD!ess all Shlrc.boldas ape 10 be bouad by the terms 

bcrco! lD DO nmt lhlll aay Shlrcboldcr -tJo &ils 10 nc111.1 Ibis Apolmalt be cmilled 10 aey 

p&)'mCDt bcmmdcr or uzxler Ill)' doo!!!M!!!! Cl' umACiiOD C II mpJacd hereby. lbl paties 

~ tbll the flir value of fAY llll:l:t tiCif'Cil'ed bcmmder IDlY be suhftwially less In lhc 
event JUcb tranrfu 'WU c:cwnmmmd witboat the baldit of die lamS IZid ccmdili0111 hereoC. 

S~cUoll U O&r of Jtmploymat ad Sa1aty a.dac:doD. lbl Cuuj•oy md 1M 

Sbueholders hcteby qrco that, in tbe 8VCIIIl tbt Closfnl oc:cun: 

(a) !be Shartboldcn aball mpnm~~: 10 be aaployed t\lll·dme by lise Compcuy !or 

a period o! aix t\lll IIIOIIIhJ Collaw!nl the Closina (the "Emm!htY"'ml Pqipd") 1.1 tbc 

!ollowizla IIIGII%bly salaoes wilh lhe foUowi.aa thles: 

Aviram LoMei.D 
Charles 'f oay lAIIstciD 
David 0. Loostein 
D!Uilcl R.. LoAstelt:l 

&lid lhc eludes IIIII responsibiJ!ties of ad! JUcb Sbln:holclet sbl1l be decide4 by the 

Comp~~~y'a Cbai.rmanllld ChW&•cu:iw Offic:c. 

(b) l.o the eYdillhalllBITDA Is IIOIIJ"'IIr or cqualiO . ..CI caleadat 
moOih durl.o& the third lb.ouah J1XIh atmcfar IDDIIIh ro11owill& lbo Closina Dtt., each lllcb 
Sharcbolclc2'' Alary aball be popol\iCIDI!d:y reduced (baed upcHI 1be amoao.t of Sllcb 
Shareholder's moatbly Alary) by !be IIIQO'.IIII by 'Nbicb the Conlpley'a monthly EBITDA 
is less tha.o • • ;rovldcd. bowl,..., ill 110 tvCDl sbllla Sban:bow.t's mombly Alary 

be n:d1lced below 65% of 1be montbly W.,. .wed aboYe. 

(e) if • Shareholder docs DOt maintain fUll-time employment c!uriDJ lbo 

Employmllllt Pulod !or lilY n:uon. lllCI1 Shar&holdc''• Alary sbl1l cease on lho dan of 
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cennizwion of JUdi employmcm; provided~. dlat ~ Compacy sbaiJ DOt ll:m\ln•!e 
a Shanboldlt tolely for !he JIWPOII ofredudJla ,.rme:s 

Sedion U. Ariiitrstlo!IL. Ill me cvc:m of arsy c1lspw4, CCllll'O\Iei'IY or claim of arsy ld.DI1 
or ~ &dsJag UDder or ill c:onrrctlon wilh this Apcmc:lu (IDchutt"i 1.10' &dju.nmcm ro tbe 
Initial Purthau i'rl=), the parl:iea II'D IIDible 10 l'IJO!vc lllrou&h laform&l discussfom or 
negotiltioDJ, lho pu1ics qrcc 10 IUbmh auth dJ.apult, conaovmy or d&lal 10 arbiil'llion 111 
a.ceord.ulce with lhc followill& pro=!utes: 

(-> £i!bu lhc Sh&Rbol6c:r Aaeut Of Pw:dlascr ta&Y ljcmend utnlnticll by 
JiviDJ lhc o!hct p&nies wrim:D IIOdcc ro l1ldl etr=, whkh aodce will (I} describe, ill 
reuoQI.blc delall, the ~ of the dl.lpur.c, CODilOYCnY or c:la.im. tbt: amgnm ft arsy' 
.involved &lid lhc RIDCCfy •ouabl. aDd (iQ IIIIDO aa foc!tpendo:m utllrramr wbo is 
~dIn lhc rao1Utlon or clhpales, eouuovcnfcl or cla1mf or luc.h a oawrc. ln 
addiliou. IUCh party dcm•tx!lnl artrilndoo ahall liD suc.h 1tep1 u .,. oceeuary ro 
~1! T tlrt!ilrldoll p&'O'm"'IRCJ lllll1i::r r.IK llik:l Q( ~ AI:DCriRA Art!lb!loll ~ 
(indudhla. wilbout limisat!on, a pa,._m at 1.10' lldminiJ1ruiye fees pn:lvidcd 

lbetewxier). Wllhin 10 Bulinca daya aflt:r lhe OCbct pu11'1 rc=lpc ot such clam"" IUCh 
ocher pany will.IIIIDC a teCOild iockprtJkm utri%raror wbo b aperlcDccd Ia !be I'C$0Mi.OD 
of 411pule$, COIIIrOYUIJes: or c:1ailm ot IUCh a namre. Tbc rwo ubitralon 10 IIIIDCd will 
prompdy sele= I !hi¢ .oeW1J arlllrrlfor Wbo is expctim:e:d ill die CCIOhltiOD O( disputes, 
comro'VCDb aDd dalms of IUCh a ~Y~Un:. ~ utlilralloa will be .bc&nl by a p&DC! of the 
three lrllllrtro%s so cbose11 (tho • Al'tlltrUion-Panclj Ia Dallas, Teu.s, &lid tho tc$0hu:ion 
o! !he dllpwe, COIIIrOYCn)' or claiiD will be ~ by a majodty VOte ot !be 
ArbltndoD Pm:l. Tbe Commcn:kl Al1ltlndon RDlcs of !he ~ Arbllration 
A.noeiatloD wlllaoYc:l:ll !he ccmdua of me lrilil:mlon. 

(b) The Atbiaa:ion Panel IDlY apportion betWee:lllllt panles u lhc A.tbi!ntlon 
Panel may clcc:m equitable lbc CON, CC$1111111 expenses of lhc utlittUion ~ by tbe 
;?anic:a; provided, !IDWCV!Cllh&t Purchucr mf the Sharcboldea, mpcedve.ty, llWI be 
rcspomibk: for = mf cxpcuscl o( die utrilraJxJr sdeaed by the SllatellQidu Apnt, tlld 
w rees 11111 ClJ!Mlses or tbe tlll.rd ~ sbaiJ be borocJ equally by ~ and me 
Sb.udloldc:re, rapec:tively. Tb: A.tbbr&doll Pmd may DOl awl%11 ~ on lAY award.~ 
made by !be A.tbitndoll Plllel. 

(c) 11:Jrt award telldcrcd by IIIII A.tbllradon .Paod will be 11.nal. CODCiuslvc IIIII 
bi.Ddlzl& upon !be partica Cld llJ:I Jndpmt dlereOD III&.Y be c:nltfCd aDd Cllforud In lA)' 
coun of com;•mm juriscl.laloll. O!ba lh&ll aaiom for ICIIpOI'U1 IIIII pc:nDIDCZI1 
~ rallef or JpO!Cifil: pctfomw•w or arsy -=don ace• II'')' 10 Cll!otce lbc award of 
!he Arbitradon Paael, the provblaoJ ot Ibis Scsigp 9 9 will coasdiWI: die evhuivc 
remedy of !ht parties IIlii a compltle Mfalse to 111:1 suit, action or o!her procadllll 
io.sdiUfOCI in 1.10' conrt or before 111:1 adm.illlmatlvo trilNIW with RJPOCt to a.ey dilputc, 
conO"Ovcny or c:laim arillq\Uidcl or In CODnectlon Wi(b Ibis Apeme:al or !he other 
comnc:u or Aaretmenu coaumpl&l8d bucby. Nothlnlln Ibis Scqlou 2.2 wW pmtCDt 
the parties !tom CMI'Cislq !bc!r riBhU 10 q:rmlne~,t thlt Aarecm=t In ICCO~ Yi!!h 
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Anic:lo 7. NorwitbltJwflns aey oilier provision In IIIIa Sazton 9 9 ID lbc coDI:rlly, the 
Albiln.cion Panel will DOt have the 1111borily ID amcm che proviJiom of this ScsrhtQ 9 9 . 
"'-'irbow obtalrl.lq the pdor wria.en eoasenr of llle Comp;aey llld Purt:lwer. -



FAX llO. 8182653027 • 
IN WI'IN&SS WHEREOF,Ibt put!c:s hc:dohaw c:x==cl this AiJ=nC111 or have camed 

!his Aar=nc:nt to be a.c.cw.ed ~ their cluly IWhotizlcd oJ'Iic:cn.. 

By:. _ _____ _ 

John FL Nupat 
V.ce Presic!cot 

ADDTEL COMMVNICA'flONS, INC. 

By.:~~-:---:---::--::---:-:-
~ AviPm Lclls1ci:a. ~~ 

SBARE.HOLDERS: 

A 'Vimm 1 noetcjn 

,.. ......... ""···· .. _ ........... . 

Daniel Cl. Lonsteln 

David R. l 11DJ1cjn 
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