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~ Applialtloa for Autborlty co Transrer Control of USLD Co LCI. 

Oea.r Ms. Bayo: 

Enclosed pleue fiod an orialnal and 12 ooplcs or the Application ror Approval of a 
Transfer or ConlrOl of USLD Communications, Inc. and LCI IJ'II.eTIIIdonsl, Inc. for filina 
whh the Commwion. Allo enclolcd b a duplicalc copy of tbiJ fil lna. Pleue datc-atamp the 

duplicate and return it in the selr-addreued, po~ta~e-pakl cnvelore rmvi<1.-.1 

Please do 001 hesitate ro call me If you have any qiiC$lions regard ina lhla fili111 . 

Enclruure 
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Btlon l.bt ORIGINAL 
STATE OF FLORIDA 

PUBLIC SERVICE COMMISSION 

Appli<:&llon of 

LCIIHTERNATIONAL, INC., 
USLD COMMUI\1CATIONS COIU'. 
and USLD COMMUNICATIONS, INC. 

For Approval of a Transfer of Control 

) 
) 

) 
) 
) 
) 
) 
) 
) 

APPLICATION 

Docl;ct No 

LCI lll!ematlonal, Inc. ("LCIJ"), USLD Communications Corp. ("USLDC") and 

USLD Communi<:&tions, Inc . ("USLD!")1 (collccuvely the • Applic:anu"), by their auomeys. 

hereby n:spcctfully request authority from the Florida Public Service Commwion 

("Commwion"), purauanltO Sections 364.33 and 364 34.S of lbc Florida StarJtes, co transfer 

control of USLDI from the cumnt sharebolden of USLDC to LCII. USLDJ currently is 

ccnitic:d to provide Intrastate telecommunication~ services in Florida. and will continue co 

operate as a telecommunications services provider In Florida ancr the transfer or c:omrol . 

Due to the timing of the Applic:anu' business plans, they rcspcclfully request that the 

Commission issue an order approvina the transfer or control on or before !Hctmbtr I 5, 

1997. In support of their Application. the Appllcanu provide the followmg lnform.tuon 

OOCUI<f h I Ml'"'fll·OATE 

USLOI - fO<D¥rty .._ u u.s. 1..oq o..._.., toe 09603 SEP 22lft 
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LCIJ Is a Delaw~~te terporallon bcadqutrtered 11 8180 Gn:cnsbom Drive. Suilc 800. 

McLean. Virginia 22102. The tempany is publicly traded on 1hc: New York S1ock Exthansc 

under lhe symbol 'LCI ' . LCD's primaty opcraling subsidiary. LCJ lmemauonal Telecom. 

Inc. ("LCIT"), is tbc sixlh larJCSI lnterc:JtC!wlie lclccommuniations company m lhe 1111ion 

baled upon pmubtaibcd celcpbone lines u reported by lhe Federal Communlcauons 

Commission ('FCC'). LCJT provides a full amy of local and worldwide long dis1ancc 

voice and data transmission aervices to busineascs. resldeolial cus1.omcra and 01hcr carriers 

over iiJ own nationwide networ\: or digital fiber optic faciluics. transmission (I(: I lilies lcasc:d 

from other carrit:n, and resold Lelccommunications serviCeS.' 

Founded in 198S. USLDC is a Delaware corporation bcadquamred 11 9311 San 

Pedro. Suile tOO, San Antonio, Tcw. 78216. and Is publicly traded on lhc: NASDAQ 

exchange under lhe symbol 'USLD'. USLDI. a Texas corpora110n located a1 the: same 

address, Is lhe wholly owned operaJins subsidiary of USLDC. USLDI 1s a fully in1cgra1ed 

local and intrTexchanae telccommuolcations company 1ha1 offcra a variety of ;crv~ees. 

inc:ludmg local u.ch.anac aervices. dircct di&J Ions distance, prepaid calling cards. travel 

cards. lnlemcl access. data transmission services. and calling ccmcr services. 10 customers 

1llroughou1 lhe United Stales. USLDI rc:ccived iiJ aulhorily 10 provide <elccontmunlcalioos 

services in Florill.t on May 21. 1990, IIIII May 30, 1997, in Dockc1 No. 9000.S6·TI 

(incerc:xcha.nie) and Docket No. 9702S3·TX (local service), rc:spcctivcly. USLDI abo IS 

aulhoriu:d by tbc FCC 10 provide intenlate and intcrlllliollll lclccommunlcallons scrvJCCS 

LCIT iJ aullloriJ.lod 10 provide ~ illlueldlana• .. rvlccs In •s "*'· u•cludon.1 Flotidl, and 11>e 

Dbtrld of Columbia. l..CIT oiJo Ia oulhoriJ.lod 10 provide loal ucllm&c acrvlca In 32 ''"'"· lncludin, 
Aotl41 HOWCY<t, l..CIT Ia 1101 d!Rc:tly alfoQcld by lhe 1nwfct o f COClltol PlopoiOd btn:ln 
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II. Dr.si.GHATID Coi\'J"ACTI 

The designated con~a<:ts for purposes of this Applltatlon are: 

Brad B. Mul5Chclk:naus 
Mariwm Z. Machlcb 
KF.I..LBY DRYB & WAAAEN UP 
1200 19th Street, N. W .• Suite SOO 
Washing&on. D.C. 20036 
(202) 9SS-9600 

Copies of all correapondena:. notices. inquiries and orders should 1110 be w:nt to: 

For LCIJ: 

DouaJu w. KJnJcoph 
Din:c&or. ReJulatory/Leaislative Affairs 
LCI lNTW'IA110HAI., INC. 
8180 G1'ClCIISboro Drive. Suite 800 
McLean. VirJinla 22102 

for USLD: 

Ken Melley 
Vice President 
USLO COMMUNICAnnN~ COitP. 

9311 San Pedro. Suite I 00 
San A01onio. Teau 78216 

Ill . Rlt.Qlii!ST fO IC API'ROVAI. TO TRANSI'Y.M m • C CJI'ITI!Ol. 0 1 USLOI TO LC II 

On September 18. 1997. LCD and USLOC entered Into a definitl,·e Agreement and 

Plan of Merger ("Merger Aarcemcm") puRU.tnt to which LCU wlllacqutre LSLOC by 

pwdwing all of !he company'a outltiJXIlna shares from !he current USLOC ~holden.' 

Sina: USLDJ is wholly owned by USLOC. tbc ac:quisilion of USLOC by LCII will resuh in 

a transfer of ultinute control of USLOI to LCII . The transfer of control will be 

accomplished throuah usc of a reverse triangular merger wbcreby a newly fonned. IIJlCCial· 

pu.rposc subsidiuy of LCU. LCI Acquisition CCH"p .. will be merged with and into USLOC. 

USLOC will be tbc IUI'Viving entity. and will thercafier be a wholly owned subatdaary of 

. 1 



LCU. USLDJ will collllnue 10 exist as a wholly owned AJbsidWy of USLOC. The boards 

of direclors of LCD and USLOC have approved the Merger Agreo:nxnt .' 

Uooer t.bc ~nru or t.bc Merger Ag=mcm, for c:~eh of USLOC's 16,,90.336 

out.st.anding sban:1 of common stoc:k. LCII will exchange a fraction of one share of LCII 

common stoc:k having a value of $20.00 bucd upon lhc averaac pric:c of LCII common stoc:l: 

for lhc 20 lnld~ days ending 3 days before t.bc merger, subject to ccruin cxcc:piiOM. 

A.uuming 1.0 average price of LCIJ common stoc:k equal to S14.00, LCJI will exchange 

approximal.dy .133 of one share or LCII common stock for each ootstanding 5hare of 

USLOC common Sloc:k. If the aversge price of LCII common stoc:k is more lhan S16.40, 

lhc exchange rstio will be fixed at . 1516 shares of LCJI common SUlek for QCh $hare of 

USLOC common stock. If t.bc average price is less than S11 .6?. the exchange ratio will be 

fixed Ill .9259 shares of LCII common stoc:lc for each oouunding share of USIDC common 

~lock. If the aversge price of LCII common stoc:k is less lhan S20.40. either LC II or 

USLOC may ttnnina~ lhc agrceme01 unless LCII ag=s to an exchange ratio tlut wtll 

provide at least $18.90 in value for eacb oowandma USLOC share, bucd upon the: avcraac 

stoc:k p.ric:c or LCIJ common stock. 

After lhc lTilllfer of control. USLOC will survtve for an indc:ftnllc: period u a wholly 

owned subsidlluy of LCII, and USLDI will remain 1 wbsldlary of USLOC The comJ>any 

will continue to opera~ as it has in the past. pui'SII.Inl to the same name. tanfr and opc:raung 

authoriry. Thus, t.bc lllltiSfer of control will be seamless and will have no &d\Cr~C tmp.cl on 

USLDI's customc:rs In Florida. On the contrary. USLDI's access 10 LCII's capnal. 

awu dcp><t!Qa !be tranaltr of COI>lrol are appmdcld hcre10 u Ar&odlma>r B. 
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ecooomics of scale, and various service offenlliS will enable 1t to improve its services to 

both existing &lid oew eustomen. 

LCD possesses all nnanc:lal. llWllgerial ana technical qualincatioru no;eu.ry 111 

assume ullinate conliOI of USLDI. AJ lilted previously, bucd upon presubscrihed 

telephone lines u reponed by the FCC. LCIT al~y ranks as the nation's siuh larges~ 

inu:rexc.lwJ&e curler. In 1996, LCO reported revel'IICS of approximately Sl I billion and 

net l.nc:ome of approldmaldy $74.8 million.' For the nm half of calendAr 1997. LCII 

reponed revenues of approximately $6S3 million. and net Income of approximately S4l.9 

mlllion.• U::I1 1s led by 1 highly qualirlcd team of management pellOnncl. all of whom 

have extensive background.~ in the telecommunications industry.' LCII's tclccommumcauons 

upen4c. and the public's satisfaction with its serv1«1. h clemoustnl<:d by !he facl that the 

company e.xperienccd 1 64", 4S" and 36% growth in revenues during 1996, 199S and 1994 

respectively, u well u a 68". 48" and 4S" growth, respec!lvely. in !he vulume of 

switched mi.auu:s of use during the same periods. 

Based upon the most n:cently reponed quarterly results for LCII and lJSU>C. the 

combined company will have total eonsolidau:d 1997 tnnualtz.cd revenues of Sl 6 bllhon • 

The combined company will have 12.4 billion long-d istance minutes of usage on an 

annualized basis, and over 180 million circuli miles of digital Ober optic capacity in the 

A"'!')' or l.Cll'a 1996 SEC Fonn I ().I( b "'F ' d b<r<IO u AIUdunall C. 

A"'!')' or LCU'a 11*1 roccm SEC Fonn 10.() u _.udal bcmo u Atl«luncnl 0 

Brid b"'arJJ>hlcAJ IIMtm<ftiJ """"""'In& c.adl or LCII'a ocnlor ......,<n><nl p<I'IO<Ind an: JC>P<ndcd 
h<'rtto u AI""""""" E. In llddl!loo, a proruc or !he LCI comp10la Ia oppmdcd ~.<:rtto u Alladlmrnl I 

USLDC'J ~ ror !he yw CDdcd Scpccmbtr 30. 1996 W((C $1110) million Mtpt>fl<d ''"'~ 
qiWttr 1997 .......,...., CDdcd Juno 30, 1997,.....,.. $60 million 

. s . 



United Swcs alone (wilh COI'IStNCtioo IIDikfwly 10 lldd over 140 million more by arly 

1998). 

JV. P\JIUC INTIUU!ST ANAI.VSJS 

ApproviJJ& the tnnsfer of ultima&c colllrOI of USlJ)I from iu curreru ~reholdcrs to 

LCII is In the public: lnletat . The llddit.ion or USLOC and USWI to the LCI family of 

companlc$ will enhance both LCIT's and USLDI'a ability to compete in the: market fur 

telcconununiCillons services In J'llorida. Both companleJ will hc:ncfil from Increased 

economies or seale that will permit them to operate mon: efficiently and thus to compete 

more effectively. SpecifiCally, the transaction sigmfJCantly expands LCII's direct geographiC 

presence and market coverage Into the Southwest and Northv.ut ponaons or the Unatcd 

Stntes, and enhancct its customer buc in the West and Southwest. The: acqu~uaon also wall 

give rise to coruiderable network synergies In areaa where LCII haa committed to build a 

subsllntbJ fiber opel<: network. Over time. COIUUJTICrs in Aorida will benefit trom thc: 

availabilily of increued local and lona diaunce u:k:c:ommunJCations product and scrvtec 

llf'C IORS 
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WHEREFORE. tbe Applianu respectfully request lhlt ll1e Commission aulhoriu a 

tranSfer of conuol of USLDI to LCII. 

Dated: September 19. 1997 

Respectfully submitted. 

LCIINTERNATIONA.L, INC .. 
USLD COMMUNICATIONS CORP. and 
USLD CO~tMUNlCATIONS, INC. 

Brad E. Mu hel 
MArieann Z Mac a 
Kl!LLEY DR W AltllEH u.P 
1200 19th SU'CCI, N.W. 
Suite sao 
Wuhlngto.n, D.C. 20036 
(202) 955-9600 

TI!eir Auorncys 
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VEIUFICATION OF APPUCAti'T 

I rcpruent l.Cilntematlonal, Inc . and each of lts subsidiaries and am 

aulhoriud to make thb Slltement on their beh.atif. I have read the foregoing document and 

declare: the statements then:ln 10 be true of my own knowledge, except as to rnaners which 

an: stated on lnfonnation and belief. As to those nutters, I believe them to be true . I so 

declare: UDder penalty of perjury that the foregoing is true and correct. 

By: 

Name: L6e /Jf. ({)tz tveR. 

SUBSC!p~fiR AN~ h before 
me this ~iy of[XL~ 1997. 

T itle : 

Date: 

~.u,lJM~.~ 
N~ Y PUBUC in and for uld County and Slate 
1 wu cornndutonrd !'Ioiii"}' u Uonftl M. Alcboltt 

My Commluloa Esplrn 12·31·99 

4 - I f> - '77 



SEP-lS-97 FRI 11:08 AH FAX 00. P. 02/02 

VWFICATION OP APPLICA.'IT 

I repre.~ent U.S. Long Olst.lllote. Inc:. ltld am aulhorlted to mlkc this statement 

on ill behAlf. I have read lhe Corqoing document and d«lare the sllttmenu thetein to be 

true of my O'Nll knowledge, ex«pt u to ma~n which are suted on infonmtion and belief. 

As 10 those m.uten. I believe lhem to be INc. I so declue under pcn&lly of perjury lhat the 

foregoln& Is INc and comet. 

By: \ ((C~ 
Name; Kenneth F. Melley, Jr. 

Title; Vice Presl.d""t o( R1.11ulatory Affair• 

Date; Sep te.T.bar 1St 1997 

SUBSCRIBED AND SWORN to before 
me this.!!.._ day o( Septnber . 1997. 

IIOCOI~fl 

SO' 19 '97 13112 
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&114 

USLD COMMUNICATIONS CORP. 
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A@!!!JiMOO AND PUN op Mg]!,GEB 

AGR.EEMENT AND PUN OF MEROER, dlled as of SeplaDbcr 17, 1997 

(this 'Aizcc:Ulelll"), 11110111 LCIINTBRNATIONAL. INC .. a Delaware cotpOndoo 

('P&mlt"), LC1 ACQtJISmON CORP., a Delaware corpontlon and a dlrccc, wboUy-owned 

snbJidlary of Parcm ("Mapr Sllb' ), and USLD COMMUNICATIONS CORP., a Delaware 

corpondon (die "Cocnp&ay"). 

It II H u a I u: 

WJIEREAS, !be Boanb of Dltcaon ot Parrot, MClJer Sub and lhc Company 

b&111: ca.cb dclctmlDcd lbal It is advisable and in tbt best imercsu of thdr tcspc:ttive 

stockbolden Cat Pata~~IO e&use Mercer Sub 10 maJt with and !DID lhc C0111pU1Y upoo lhc 

1ttm1 t.Dd subjcet 10 lhc c:oodlliooa ttt forth bemA; 

WHEREAS. ill tlls\bcraDu or such combtnlt1oo, lhc Boa.rd.s of Di.rccton of 

Pamlt, Mqer Sub t.Dd lhc ComPIDY bave eatb approved lboc metJU (lhc ·M~") of 

Merger Sub whb t.Dd into !be Compaey in accon1aoce with the applicable provillons of lhc 

Delaware Oellual Cofpomloo Law (the ' DGCL"), and 11p00 !be= a.ad subjea to tbt 

conditioas ~ forth bettln; 

WHEREAS, PlreDI. Metter Sub and the Com;>any IIILCDd, by approvloa 

ruolwioas aU1boriziDc Ibis Apeemc:m, to adopt thl.a Alrttmcnt as a plan of reorga.oiiadoo 

wilhin the nranla, of Sec:don 361 of !he Inlemal R.evt:mJC Code of 1986. u amc:odcd (the 

"Code"), and the recutatloos ptOmulplcd thcrc:undcr; 

WHERBA.S. Pareal, Meller Sub and lhc Compa.ay iDteDd thai the Merau be 

acmo•nu.d Car u a poolina-of-muresu for flow:~ rcponioJ. J'llfPO'CS; aDd 

WHEREAS. 'PIU1IWIIIO the Metter. cacb notf:J!JDdlol lb.m (a "Sbue') of the 

Com;>any'a Common S1ock. par value SO.Ol per share (IOidba with the preferred 1toclc 

pwclwe rl&hl wociatcd thcrewilh, tbe ' Coalpany CommoP SlOtt"), shall be coovertod Into 

tbe riJhl iO ru:d111: lhc Metler Coosldendon (aJ del\ncd In Scc:ticm I . 7(b)). upon the ttrmJ 

aDd Nbjcet 10 the COtlditlon:s let fcnth bttdn; 

NOW. 11U!REPORE. in CODJidendoo or the toreaoi.Qa and the awlllll 

covemma and ap m btRiu cotD!ncd. and intm!ina to be kplly bound bettby. 

Puent, Merger Sub and the Company bcreby •vee u follows: 

. I . 
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SECTION 1.1 1ba Mmcr. (a) l!ttpn Dmc;. At the Etreclive Tunc (u 

ckfiocclln Sccdon 1.2}. &Dd I>Jbjeclto m1 upoo lbe cams aad c:oodilloiiS of th1a ~Ill 

a.od the DGCL, Mcraet Sub shall be meqcd with &Dd iDio tbc CompaDY, lbe ~Cpanle 

corpora~e als1.eDcc of Muaer Sub shall cc:ue, &Dd lhc C®lp•ay shall c.ollllouc u the 

51UYlvin& corpondoD. Tb8 CompaQy u the swvivlna oorporalloD after lbc Mereu is 

b=in&ft.er aometimcs refcm:d 10 U tbe 'SUn!Yilll Corpofad011.' 

(b) C!9flnt. UDiw tbla AaJecmclll shall bavc been ccllllinated &Dd the 

lniiSICilons betdA contempl ated shall~ bce.o abaadoQed pursiWU to Secdon 7.1llld 

I>Jbjca 10 lhc pr!sftaioa or waiver of lbe condi•!oas SCI forth in Anlde VI, lbe cJosiDa 
under thia Asreema~t (lbe 'Cloalll&/ will tala: place OD or u promptly u practicable (aM iA 

a.oy cvcDl wilhln two BwineA I>aya) al\u Alls(IICIIoa or waiver of lbe coodidona SCI forth 1111 

Ankle Vl11 Clio officu ot Enmtr, LeviD. Naftalls .t: Pnnltd, 919 Tblrd A-. New 

Yort. New York. UDieas aoocber date, t!mt or place Is •sn:cd 10 in wtitiQe by 111c panies 

hereto. Tb8 day In which tbc Closin£ am place Is called the ' Cloalll& Da.te. • 

SECTION 1.2 GlfecSjvc Dmc· On the Closq Dace or u ~as 

practkahlc lbcra!tcr (&Dd Lo &rrf eva~~ wilhin ooc BllllDw ;;)ay tbc:rcaftet), the panlca 

b=to lhall QWO lhc Mcrpr to be CONIIllliDIIe.d by tulaa a tettificacc or mercer as 

con••mplated by the DGCL (lbe ' Ccrtlllcau: or Mcraer'), toecWr with a.oy requited related 

cenlllcara, with lbe Secmary or Swe or lbe SWL of Dda~. In such form as required 

by, &Dd W'CUICd In aa:onlm:e with the rtJCV&.DI provisiona or. the DGCL (the rime or IUCb 

filing beiog lbc 'Et!cc:IJve Time'). 

~ON 1.3 Etfe of tbs Mgw. At the Elfcc:IJvc Time. the etf~ of lbc 

Mc.racr shall be u provided In th1a A&rccmelll, 1M Ccnif!CilC of Mc.racr a.od tbe applicable 

provisiolll of the DGCL. Witbolllllmldng lbe aenenJ.irY of the foreeoina. a.od aubject 

lbemo, 11 the Ettcctive Time all the propaty, riL .u. privUc,Q, powcn a.od fnnchlse• of 

tbc Comp&QY &Dd Mcracr SUb sball V'Cit in the SUtvivq Corporatioo, &lid aU ckbcJ. 

liabilllb a.od dutie. of the Complny &lid Mcracr Sub &bali become tbc dcbtl, UabUitla &Dd 

dullcl of the Surv!vinl Corpol'lllon. 

SBCtlON 1.4 Cpt!Dguc of 11Fol1l!!flti9n· By·uwa. <•> Cgtlfgsc or 
Incorporation. Unleu otbe:rwlse delermiDcd by PueDl prior to the Effective Time, ll lbc 

Effective Time the Cati.lleat.e of lllcorpomloo or me ~oy. u In cffca irnmcdlltdy 

prior to tbc Eaccdvc Time, sball be tbc Cali&ale of Incorporation or the SUrviYiDJ 

Corporation Ullll! tbcreaftn' a!J)CIIded u provldtcl by the DGCL a.od IUCb Ccnincala of 

lncorporatioo: proylded, bowexu, that Sectloo 3 tbcrcof &hall be I.DICOdcd a.od rcstaU:d in 1u 

cmlrdy 10 provide WI the SW'Yivq Corporatloa may ~ in a.oy llwtul ICI or activity 

ror wbich cotpOr&lioas ~Y be ~ UDder the DGCL . 

. l . 
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(b) Bx-Lnn. Tbe By-Laws ollbc Company, u ill effect imalcdi.alely 

prior 10 lhc BftecUYe Time, lbal1 be !be By· !.aWl of !be Sllnivlzla Cotpomloo Wltil 

tbcreallcr '"" •.W u pcovldcd by lhc OOCL. lhc CatltlcaU of locorporallon of lhc 

SUrvivJ.oa Cotpoodon &DIS IUCb By-LaWI; proyldcd, bq!lm;r. IIW Artick ID, Seclioo 3.01 

~hereof &ball be aiii!'Dded IDI1 rcswec1 iD ill clllircty 10 provide !hat the Survtvina 

Corpmdoa'1 loud lb&ll ool!lllt of DOC leu lba.D lhrce mcmbm, all of a aiD&Ic clue, wid! 

lhc cuct n•rnber co be n.t ftom time co lime by ruolutloo af !be Boud of Dllucon. 

SECTION l.S P I!!QQD and Officm. 'Tbo ditec1on of Merae:r Sub 

jmmedi•&dy prior ID lbe .E1fcc:tl\'8 T'lmc &ball be the initial dinlclon af lbc SIIMvJ.oa 

Corporation, CICh to bold omce iD ICCIOTd&Jxc with lbc CertlfiC&It of 1ocorpomloo &DIS By· 

UWI of tbc SUrviv!q Cotporalloo. &DIS lhc offiw. of the Ccmpaoy lmmodlately prior 10 1he 

Elfoctivc 1izDe &ball be tbc ink1al o.rtian of lbc Sutvivl.Da C«poration. In ctdl cue lllllil 

lhdr respcalvc IIICCeAOn are duly ekdcd or appoilll.ed &DIS qualilled. 

SEC110N 1.6 l!lreq og CapjW Sud: At 1be lilfc.c:tive 1lmc, by vlnuc o( 

the Mczcc:r &lid wilhout any actlon on the pan or the Pam!t, MczJu Sub, the Company or 

tbe boldets or any of lbc foUowi.Da ~des: 

(a) Ccmymlon of Secutlrlq. P..leh ShJ.R u.uccs ll1d <NUttMi?s 

imaw11'1Cl)' prior 10 lbc Etreedve Tillie (excllldina any Sbue:l 111 be canulcd punuam 10 

Scalon l.6(b)) &ball be caon:llcd ll1d e~ ll1d auJOtD•ricelly eooven.ed, cubjccJ 111 

Soetioo 1.6(!), IJ1IO lbc rlJbt 111 receive validly lscucd, CUlly paid &DIS DOII&Sscuable &hues or 

Common SICU. par value $0.01, of Pam~~ (toatthu with tbe prcfem:d stoclc pllldwc: riaJua 

usoci&tcd l1l=wlt1l. the "P&mll Commoa Stoc.k• ) iD tbe applicabk nllo (the "Ex.chanle 
Ratio ' ) u followt: 

• lf the AvcriJC Stoclc Pra (U bcre.i.D&tt£r dermed) Is SfC&lC1 tbao or 

cqualao $21.60 bulleu tbao or equal 10 $26.40, tbe E.<cbao&e Ratio 

W1J be equal to SlO.OO d.ivldc.d by 1bc Avenge Stoao ~-

• II the A ver~~e Stock Pra iJ more 1bu1 $26.40. the Excb.al:!ac IU.tio 

lhall be equal 111 .7S76. 

• ~ u prov~ i.o tbe roUowi.Qa paraanpb. if the Avcrqc: S1oclc 

Price lJ less lhiD $21.60, the Excbao&e Ratio shall be equal to .91.59. 

• lf the A venae Stock Pra iJ leas dian. $20.40 ll1d the CoJnpa.ay tJXI 

P1m11 deliver tbc:ir respective notice~ cpcc:ltied In Sec:llon 7. 1(1). the 

£«ba. Rallo Jball be: cqu.al to $18.90 ci.!VIdcd by l.bc A vcrqe Stodc 

Prb (01' lliCb bla.be1' rado u Jpccjried iD Pareoi'J notice). 

Capllaliulcl. 1m1» llllcd iD 1bls secUoo have the foUowl.Da meaolnp: 

• Avena6 Stoclc Price ' mwu Ule a venae or tbe Dllly Per Sbuc Priee.J for l.bc 

c-,. (lO) ccnuecu.dvc tr1ldiD& days mdlDa on the lll1nl tndln& clay priot 10 l.bc 

- 3 . 
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CoalpaQ7 Sloc\:t.ol6en M6etilll (U defmed ill Sectloo 2 . .23); Q[()Vk's'' bow;yq, Ilia!. 

Cll.ccpl wllb respccliO Scctloo 7.1(0, if lhe Clo$q Dale OCQI.II mcm llwllhrcc 

IJ"Idilla 1!171 &Iller lilt Cc c•~ SIOC'kbo!den ld«tllla. luc:b COOII'CUIJve li"ldJAII!Iya 

alWl eDII 011 !be toCCCIIId trldiQa clay prior 10 llie Closq Dale. 

"Dally Per Slu.rc Price" for lilY ~ Illy ~~~~CaD~ lbc welpu:d averaac or lbo 

per &b.arc aci1i111 prica 011 die New Yorlc SIOCk E•,.,_., loc. (cbc "NYSE' ) of 

l'uelll C<""""lG Scock {u reponed ladle NYSB G'«npotlr. nw.tdoaa) for cb&l 

Illy: !IOY"W. bonyg, lhalll a. Pl.lall Com moo SIOCk does DOl lnde on &II)' Illy 

IIIIIICb pedod, cbe Dally Per Sllare Prloe feN JDC!I 41Y - cbc •venae of lbe 

cJosma bid aDd liked prices of Pmnl O>mmoo Slock on luc:b day. 

(b) c;,rqnasm Eatb Sllln: bcJd ill tbc ~ or 1be Co~ &ad 

CKb Slu.rc owned by Patear. Mcraa Sub or any dlra:t oc illdirect wboll) .,.._, "'bsjc!juy 

of lhe ~ or J>a.rcollmnw!llldy prior to lhe Enc:cdve Time aball. by vlnuc of the 

Merter and wllhoul any Kdoc 0111he put or lbc bolda lbacof, ccue to be ()!!!fftMina. be 

c&DCeled and retired w!tbout paymem of any ooosidenlioo tbcrefor &ad ewe 10 ~. 

(c) :' 'R'V'Kkm of OqqpMiM $Jt5k OpdgN •n4 Wempta (i) Each 

opdon OIIUtandiaa at cbe Etfectlvo TUDe 10 pwtlwe abarea of Conlp&Qy Common SIOCk (a 

'Suxlc Option' ) &nnUd Wider 1bo USLD CQmgpm!atioas Corp. 1990 Employee Stock 

Opdoo Pl&ll, u •menc!M, abc USLD Comnwmicarlons Corp. 1993 Noo-Emplo)'ce Dlra:tor 

Plln. u •nw::nlled, or any Olbct aiOCk plan or apccmeDI of tbc Colllp&IIY. which by Ia 1CUIJ 

II 1101 ~ill lhe MctJct (oollctllvcly, the 'Compaoy S1oclt Option Plam'), dWI be: 

•ssmncd by Parenl and d -~ 10 CODPinnr 10 opc:iOD 10 KQUJR, on lbc wnc lenDS and 

0DIIIlido111 /fiMUJiillffiiUIItdJs u ~ applitablc ~ luc:b ~ Opcjoo prior 10 lbc l!lfec:tivc 

Time, the n•mlv:r of llwa of P&reul Common Sloclt u dill boklet of JUc.h SIOCk Option 

would bave beal mdtlcd 10 ra:clve puriQ&DIIO lbc Met~cr bad JIICh bolder uerclscd IUCh 

opdoo ill flllllmnw!lat•ly prior 10 lbe Ell'c:cd\'C T"uoe (A)( tall:izl& ..aco KCOWit wbelhcr or not 

JUCb OplJoD WU i.o faa ~le) II l price pel' ~ equal 10 (X) lbe IQI'CJIIC eurciJc 

price for Compally Comrnoo Stoct ocbetwllc pwdluable pw1l1llll to sucb Scock Option 

divided by {y) die IIWDbet of ahuu of Pllall Co11W10D SIOclc ~~ enw! pwchuable pu.nua.al 

to ~Ueb SIOCk OpdoD; prpyidcd. bQwe•v. that the nwnbc:r of ab.ares of Paretll Common 

Stoclc 1ba! may be purc.bucd upon aadJc of aoy such SLOC:k OptioD &ball 001 iD:ludc &II)' 

fncllonal r.bare &.ad, Uj)OII aerdae of lbe SIOCk Opdoo. a cub paymc.DI aba1l be made foe 

&II)' fncrloslll aban: bucd upon lbc Clolina Price {u bmiA.t&T dc(med) of a 5lwe of 

PareD& Common SIOclc DO die tnd.inl day lmnw!ia«cly pl«CCCIQ,c !he dare or cJlc.rclK. 

"Clotlnc Price" abaJJ mean. DO ID;f day, lhe 1.ut ••poctail&k prlcc of ooe &!we or Plreoa 

Common ~ 0111he NYSE. Wllhln 1bn1c Buslncu Days after lbe Effective Time, Pareot 

dWI cawc 10 be cSelJVCRd to CKb bolder of an ouiS!&DdJD& SLOCic Op(loo 10 appropriate 

notice lellillc fonb IUCh bolder'• ri&bll punuao~lbacto, and such Stock Option aba11 

oo~ ill effeet on lbe aame 1m111 IIIII conditions. Pa.rcna dWI comply wllb lbe <enos or 

lbc Compmy SIOCk Opdoa Plam pw1UIDl to which lbc SIOdc Options were an.oJ.cd trom and 

after lbc Effective T'u:oe. 
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(U) A1 ~ Etfect!w Tlmt. each Wllftllt 10 puteJwt 11wa or Comploy 

Common Stoc:lc (a •wamnl'), ah&1.l be UIVII'cd by l'lrc:DIImli ""''"""' 1o amsun= a 

wunat co acquiR, oo lhe ume tams 1011 coodltioos ""'wu IIIJdandU as were applkable 

u.ada 111Cb Warruc prior 10 lbc Etfealve Time, lhe mrmher of &hues of l'lrc:DI Common 

SIOck u lhe boldu of such Wamot woWd ba-.e bcCD esllit.led 10 RICC!ve punu&DIIO lhe 

~er bad IIICb bolder exercbcd llldl W&mlll hi ftiiJ lmmedbtaly prioc 10 lbo Elfeetlve 

Time (DOt talcb!i IDio ICCOUnl Ylbelher or 1101 IIICh Wlmlll 1I'IJ lD faa cxae~) ll a price 

per sbue cqua!IO {Jt) the agrep~e cxetel.rc priee for Compauy Crcnmoo Stoclc odlerwtu 

pwt.lwablc punu&llllo IUCb W&mJil dMdat by (y) lbo Jm~~~ber of 11wa of Puall 

CommoD Stoclc d • wed purc:buablc plll'J\WIIIO mch W&m.n~.; pmy!Md, b9wtyq. lhlt lhe 

mom)w:r of &hues of Parent Commoo SIOClc dw IDlY be putthucd upon CxaWe of any IIICh 

Wamtll &ball DOt IDcludc auy !rxtlonal abare 1011, upon CW""Cisc of Such Wamnt, a wh 

paymcu aba1J be made few 1.!1)' ftaaioDal sbue based upon lhe Oosq Pric:c (u berclnah:tr 

deriDed) or a lbare of Parent Common SIOCk on lhe tradilla day immcdi&tcly pm:edlna me 

d.tlt of ex.t:ttlse. 

(W) PllCill aba1J eawc: 10 be tab;n all corponiC Klioo !!W''"ry 10 reserve 

for iiP"P a JUtnclcu momheT or &hues of Pamll Conuzlon Slod; few ddivety upoo 

exucbe of Stoclc OpcloDs &Dd Wamnu In accord&ncc wllb diJJ Section 1.6(c). WlthlJI lbrce 

8llliDcu D&l'$ a1le:r lhe l!tfedlve Trmt, Parent lhaiJ C&IIIC cbc Parclll Common SIOClc IUbjca 

to Sloclc Options 10 be ~C~isl=4 WliSCf lhe Sccllrilic:s ACI of 1933, as &melldcd and lhe rul« 

or lhe Scc:uritica and Extht• Crcnmi*J!M (lhe ·sBC·) lbeml.ndct (lhe •Sccwit.lc:s Act"). 

pw"'PWIIIO a cqlslntlon II&ICIDUII oa Ponn S·S (or any P~«:essor or ocbcr appropriate 

foross). &Dd lhalJ use iu bea dforu 10 C&IIIC lhe c:Cfect!YCDCU or IIICb rqlslnclon mccmcl\l 

(1011 lhe curreo1 lUIUI of lbe prospecnu or prospecnucs coaWncd lhercll\) 10 be nulncalncd 

for 30 long as the SIOck OptioN reiDilD OUUWidlnJ. 

(lv) The Company &hall lake such ICtioo as II oewury co c:auso lbe end lot 

date of lbe Ibm QI%TCII( offet~na period Wider iu Employee Scoclc Purcbasc Plan (u IIICh 

c= Is clcfiDed lD Sccdon 2.14 of lbc C~ Discloswe Scbedule) to be prior 10 IDe 

Elfcaive TIDII mS OD IIICh ~ as Is dcu:rmiDcd In accon:laD:e w!lh lhe lmDJ of Nth plan 

(the •pinal Pwdlase Dlle.); provided, lhll, JUCII c1w1ae In lhe offainc palod shall be 

coodidoned uponlhe C:ODP•mm•don of the Mcrp. On lbe Final Purchas.c Dale, lllo 

CO!Ilp&ll)' lha1l apply lbe tu.od.s crediiCIS as of sucb claiC Wider auc.h Employee SlaCk Purdwoe 

PLan wllbln each paniclpaDt's payroU wllhboldln& account c.o me purcbuc or whole &hare~ of 

C~ C«zuDon SIOclc ill accorda.ooe witb 1be 1mDJ of Ncb Employee Sulek Purcbue 

Plan. 

(v) ~loyccs of lbe Compluy as of lbe £trective Time shall be pumllled IO 

pattlclpatc iD lhe Pu=l'• Employee S!Oclc Purtbasot Plan commenclol on lhe lln1 corollmcnl 

clato of $UCh plan foiJowlq lhe Elfdvc T~~~~e. lllbjecl 10 lbe clllibillly provtsloru of t~Kb 

plan (wllb employ- recclvina moclll, for putpoiCJ of sudl dialblli()' provl.lloN, for KtYice 

wllb the Compa.uy « Parav). 

(d) Cee!tal Stock oC Mgm Sub. The one 11wt of conunon flOCk, $ .01 

pu value, of MctJer Sub I.IIUcd 1011 01umMq immcdwly pnor 10 l.he Bl'fcalvc f lme 

('1"'"n ..... _.. • .. . ,.., 
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&hall be coovcncd iDio aDd tXrl"~ for 16,S!l0.336 nlldly iuued, flllly paid &Dd 

IIOIIWBiablc &batu or COilliDOD llDCt, $0.01 pu Yalllt, of !be S!D'Vivioc Co!pontlon. 

(e) MbutmrM 10 fmnrr ReM, Tbc E~cbanc-; Ratio &ball be 

approprlaldy ld]llstcel 10 retlect fully the dl'tct of arq I1DCt split, revmc IJ'lll, I10tk 

dlvldeod <IDcbldill& u:ry dlvldald or dlslributloo of IDaltltkl collvatible lalo Pareat Commoo 

SIOCk), reorpntzatioa. recapiUIIZ&Iloo or odlc:r liD chmlo whb rupct~ 10 Pareat Commoo 

Srock oocurtiDc alter lbc date bcreof 11111 pdor 10 the Effective Time. 

(t) foolgga! Sbarg. No cenific:ales or aaip ~ leu t!wJ ooc 

&b.ve or PvcDI Coe11IIU' Suxt &hall be lsSIICd upoo lbc .urralder for exrh,enp of • 

eettlf'IUIC or c.ett!&ala wbidiii!V!!N!Ietrly prior tO the Etfectlvc T\mc rtpi'CXIXCCI 

outSUndi~ Sham (the •CaUftca~a•). In lieu of arq Nth fncdoQllabue, eacb bolder of 

Slwu wbo would oc:bc:nrlse bave been Clllillcd 10 a fnctloo of • lban of Pareot Commoo 

Stod: upoo IWiwkt of~ for mbanat &hall be paid vpon such Sl.ln't:Ddcr cash 

(wilbout hlwal) Ia llliii'IOWil cqua!IO such mcdoo amllipUed by lbe Closiq Prioe of 

Pamlt Comznoo Srock OD !be date of tbe Etfcetivc TilDe. 

SECTION 1.7 BI£haprc gt Cca!fga. (a) P•cbange Agenc. P&ral1 iball 

Wile 10 be cuppUecl, 10 or for Nth bank or aust COinJI&IIY u s.ball be atutually cblgmtcd by 

the CompallY and Pllellt (tbo: "Bxc:lwlac A&cllt•), In trust for t.be bcDcfit or t.be holden of 

Company Commoo StOCk, for ncb•nac ln accordaace with lhis Se.ctioo I. 7, throu"' t.be 

Excban&e Alent. ccrtifJC:&lle:S evidc#ina the 11wu or Puall C<lmmoo SIOC:k iuuable 

pulSU&Ilt 10 SccUon 1.6 ln cJcbanae Cor ouiSWidill& Sbaru an.J t.be ush tO be paid In !leu of 

rraaiowllwu. 

(b) &clygu pnvwtmt'· AJ. 50011 u reuoaably prxtlcable allcr t.be 

Effective Time, P&rall will ln!tNtl tbo: Extbanae A&clll to 11111D10 each bolder of recot'd or 

CaU&a!Cs (!) a ldiQ" of tnosmlua! (which &hall lpCClfy tbal delivery 111&11 be effected, and 

rlslc of loss and !I& 10 !lie Cenillear.es &!WI pus, only upon proper 4clivny of tbe 

Cc:rti!kaiCS to tbe E•rbanac A&elll &Del &hall be ln such focm &Del bave Nth ocba pzovisioru 

u Plf"'lt may reaaooably cpccl!y), &Del (ij) lnlcrucdons tO cJfr:ct t.be sumndcr of t.be 

CcnitkaiCs Ia errNnae for tho cert!tlcalcl evldalclng &bam of Pareot Commoo SIOC:k. 

Upon auuwkt of I Catitlcate for ca_.llltloa tO the Ercbanae AICIII lOJctbet with such 

lettet' ot !rlll&DIIa&l. duly cxeculed, and such ocher twlOUI&r)' documcnls u may be required 

pw1U&IJl tO such ~. tbe bolder or IUCh Ceniflale 111&11 be entitled 10 rec.elve in 

eJC!wlio therefor~) cenatlcaiCI nidcocina tbatllllllbet of whole ahara or Parent Commoo 

Stocl: which such bolder 1\U the ri&bliO RCIOivc Ia accord&ncc with the Excbaqe Ratio lo 

rupca of tbe Shuel fcnmaty evkknrtd by Nth CenificaU, (B) IDY dlvldeodl or otbtt 

diluibutiolll tO wblcb such bolder Is entitled punwnt 10 Scoctloo I . 7(c), and (C) cub ln 

rupca or Cncdoaallharu u pzo'l'ided in SecUoo 1.6(0 (t.be slwu or Parent ComrMD Stocl: 

and caab belnl. collcctively, !be "Meratt Cooaldentloo.), and t.be Ccrtiflcau 10 surrenducd 

&ball fOT1lnrilb be CIIY"'Itd lD the cVCOl or a tnmfcr of o'WIJC:tlhlp or Sbaru which Is noc 

registmod Lo t.be U"&mrer rcc«dd or tbe Comp&ny u of lbe Etroctlve Time, slwei of J>vml 

Common StOCk. ct\vl4etld.s, 41atributions and cash in rupee! or Cnclional 1twc.l may be 

issued and paid In IOCOriSaDce with tbls Anicle I 10 a tnDSCerce it t.be Certifiute cvldcnciJ1c 

··- .......... 
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NCb Sb&res is prevn1cd m 1bt Enb•.,.c Agem, Ka~mpinled by all doc:u.mew required 10 

evldeDcc I.Dd dfcd NCb ln.DS(c.- punl.WIIID cJils Sec:don I . 7(b) and by cvilieacc tba1 &Qy 

appliablo llDCk lmiiSfutaxa bave been paid. Unlll 10 JUrmldcred, udl Otlllflodin& 

catificalt lbat, prior to lbo Btrccdvc 11mo, reprtR1llcd Slwel will be dccmod from I.Dd 

at\tr lbo Btfecdft 'I'Ialc, for all COIJIORit pwposu, o1btr than lbe payment or dividends I.Dd. 

rubjcc:t to Scc:doa 1.6(1), 1D cvilieiiCC lbo OWDt:nhlp of the ~ of wbolc lllarcs of Pueot 

Common SIDc1c. I.Dd cub In :rapect of frac:tloml &hates, Into wblch such Sb&res $hallluve 

been COIIvaud punu&llliD 1bt provisloN bc:-cor. 

(c) Dlsqi!Migru Wl!b Reapeg 10 Uoexcl!enc¢ S!wts. No dividmlJ or 

olber dlsailiutlom declared cw made att.er lbe Etrcctivc Time with rupcct 10 a:bares or Pamu 

C"Niii!O)II Stoct pa}'ll>le to aoddlokk:n of record u of a d&ie ancr lbe Etrcalvo TUDe $hall 

be paid 10 !be bolder of IllY \lllll1ltaldmd Ccstiflea!C •llh rupee~ 10 the cham of Pamu 

Common Stoct !bey are cn!irled 10 receive pwN&Ot 10 lbe provisions hereof lllllillbe boldc:t 

or IU'b Ccnltkalc sball ~ such Certifica~e pww.an110 Section 1. 7(b). Sllbjec:lto 

applicable law, foUowiQa suncodcr of lll)' sucll ~. 11:1= aball be paid 10 !be rcconl 

bolder of !be cc:rtlflcaiC$ ~ wbole &hates of Puc:nt Common Sux:k luucd lo 

cxc:ballge lbcre!or, wldlout IDretal, lllbe tllllc of suciiiUtTaldct, lbe amoual of divldalds or 

olhet disuibutions pa}'II>J.o 10 ~torkbolden of record u of a IU~r att.er tbe Etl'ccdve nme I.Dd 

tberetofote paid with rcapca 10 IUCb wbolc Ularcs or Parent CoiiiiDOil Stock. 

(d) Ttantkn of 9!1nmbin, U &Qy ccn.ifaar for ~huts of Pareo! 

Common Stock is to be issued In a name odla than thlt In Whkh lbe Ccnificat.c IWietdetcd 

In exchanae tberefor Is re&i~Urcd, It will be a coildltloo or !be lssua.nce tbereof that tbe 

Certltil:a1e 10 ~ wW be propcdy endorsed I.Dd Olbawlse ill proper fortD for 

tn.nsfcr I.Dd thl1 tbe Penon ~ such n cbaaae wW bave paid 10 Pareat or &Qy a&cnt 

deslpllled by It lll)' tnnafcr or otber caxu required by reuon of the luuanc.c of a certiliate 

for &b&rea of P~m~~ Common Stoc:lc m Ill)' a.ane o!bu than 11w of the lqliltcccd bolda of 

lbe c:enificale IUCmldcred, or c:stabllsbcd 10 lbe uus!M:fion or Pareat or~ 11en1 des~ 

by It that such w: bu been paid or b 1101 payable. 

(e) No l.!abUiry. Nclthec Pare111, Mercer Sub oor lbe Ccmp~~~y $hall be 

!J&blc 10 any bolder of Company Common Stock for 1.11)' MtrJer CoNI&n.tloo dcl.ivmd 10 ~c 

pub II<: official pwsu&IIIIO any appllcable abllldoncd property. C$Cbeat or 11mllar law. 

(I) Wi!hhQ!dlnr R!&!!u. PaRDI or the meN~ AJmt abaJI be eDiitlcd 10 

dc:d~ I.Dd withhold from !be Mersn Conslclc:ntion Olhawbc payeble punuanc to this 

Aa,rccmcnt 10 1.11)' boldu of Cocnpany Co11110011 Sux:k such a.mounu 11 Pareat or the 

&cm.o,e A&en~l.s rtqlllred 10 deduct and withhold Wb rupcetiO tbe mann& of WC::. 

pa)'UICDI undct !be Code, or any provision of Jate, local or forci&D WI law. To !be ~~~~ 

that lmO\Il\ll are ao withheld by Parelll or tho E1chanae Alrnt. such withhold IUJlOUDU aball 

be au&cd foe all JJUlPC*I of Ibis ~ u luvill& been paid 10 lbe boldu or the Sban:l 

in reapca of which sucll dcQK1ion lJld wlthboldblJ wu made by Parelll or !be Exdm,..: 

AJCtll. 
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SECT10N l.S. Sug TnDtfcr !!png. Allbe Ellectlvc Time, lbe JIOek 

cramfcr boob of the C•"i•DY Wll be c.loMd, and l!lm: lhal.l be DO funhc:r rep"Ptio<J or 

atnsfen of tile Compaay Common SlOCit lb:rea.ftcr oo tile rcc:on1s of lbe Cocnp&ay. 

SllC110N u No pvnbq n..mcghm Rim 1o Qnnp•nr Cqmmgo Sm•:k. 
1be Matte Coaddaadoo ddlven:d upoolbe 11111cader fot ercmoao: of Slwa io 

ac:c:orclanco wllh tbe tm111 bcreof siWl be deemed 10 b&vc been isNed lo tillJ u rlsractlon of 

all riaW penai.alllc 10 such Shafts, and lbere shall be DO fl&nllel ~ of atnsfm on 

lbe records or me Survtvq Cotpontioo of Sbarc$ Wbich wen CUU1&Ddilla !mmrdia~ety prior 

10 lhc Elfe(tlve Time. If, aft.et lhe Btrecdve n-. Catitlcara are p.rrsented 10 lhc 

SUrvivbl& Corponlioll tor Ill)' fQ50il, they sball be c:ancclcd IUld w:lwlaccl u provideG io 

this Alticle I . 

SEC110N l.JO l.oft Sto!m or Ds1qpyq1 Cmlfic.a!Q. In lbe c>'enl any 

Cctlificale lhal.l have been lost, SIDleD or clellroytd, lbe &cba.,e ~ sb&ll luue In 

ucbe"ic (pr IUCb bt, IIOie:D or clesu~ Ccrilllcalt, upoo the meldoa of an affidavit of 

that fact by lhc bolder lbmof, such abares of Partm Common SlOCit u may be required 

pumwlliO Scctioo 1.6; pu:Yk'cd, bgwcyq, lb&t Pvcu1 &nay. io 1U dlJCR.IlOD and u a 

coodllioo prec 'm 10 lbe !unerre d:lmo{, RQulre tile owoa of NCb l01t, liOien or 

deslroyccl Certificate 10 dcUver a bocci In such sum u it &nay rc.uODib!y direct u iodannlty 

apiost any cJ.alm tlw may bo made apio5t Parent or tl~e &c:hangc A&CJl! wilh mpcctto the: 

Cenif~ aiJepf 10 have been losl, IIOictl or dcsuoycc!. 

SEC'IlON 1.11 Tax a.gd Acmyntinr CoDK911tnr.q. It U intcnclcA by lbe 

paniu bcteiO tba1 !be Matu shall (i) collllilwe a rrorpD!z;atlon within lbe munio& of 

scc:cJoo 368 Of llle Code, and (i!) RJbjca lO ippllcablc ICC,..11YI"& l~df. qualify fpr 

~ounlin& IIWIIICnl u a pooliJla of ioluutJ. The pan!ca bm«< benby adopt this 

Apee:mcti u a •plan of reorpniutior:~• wllbio tile meanio& of aectlons 1.368-2(1) and 

1.368-3(a) of 111e Uolled State. n-cuwy ReauJ&tions. 

SEC110N 1. 12 Iak!na of tl'(t:IJ&Q' Action: Fl!nl!er Arooo. E.ch of Puent. 

Mercer Sub and llle CollliWI)' wiD laC all such rruooabk lUllS lawM ICtioo u may be 

!!CttSVry or approprialt io order 10 ~the Metter io IOCOfdl.ote with thl.! A&fcc:meDI. 

11 promptly u poulbLc. It. at any time alia till: ~tlvc Tilne, any IUCb Nrlber action is 

"""!Pry or dctitibl6 10 carry ow lhc purpoiltS of this AJitCQltlll and ID vu1 tlll: Sllrfivi!li 

Corpondon wllb tillJ riP. d11e IUld pouealoo co all weu. propcny, rig.bu. privileJCI, 

powen and tranc:bl.., of lbe Compan,y and Merger Sub, the otrKXn and dlteclOn of lbe 

Company and Mercer SUb J.mmedi•tely prior to lhe l!ffeclive Time an: fully authortzed 111 the: 

name or lhclr reapectlv~ COJ110Citlons or~ 10 take. and will take. all such !Awful and 

occesury actloo. 

SEC110N 1. 13 M•!lil!tl A4YYK Blfoq. Wbco used In connectlon wllh lbe 

Company or any of Ita Subsldl&riCI or Parmi or any of iu S\lbsidi.&riCI. ulbe CI5C may be, 

lhe term •Mataial Advcnc Etrcct" ~~~ea.~~~ any cJwlae. effec:t or cara.umuncc tlw Is or Is 

reuooably llkdy 10 be uwcria1ly advcrac 10 t11c busincu, operations. U5Cll (locludi.al 

iD'•"&i"le aacts), condltiou (nMJ!C;.I or otherwl.le). llabUidel oc rcsulll of operations or the. 
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Compl!l)' IJII1 its SUbsidiaric:a or Plmii&D1111J S~!ldlarlcl, as the cue may be, io each we 

!Wn u a Whole, otber lb&n IUCh c:ban&cs. effects or wcumt:tanccs !hat affc:cl aenenlly 

providcn of ce!,ecommunlca!ioos liCtYiees limllar10 tho ComjNIIy or Pan:111, u the we may 

be. 

ARTICLED 

REPRESENTATIONS AND WARAANll.ES OF THE COMPANY 

'ibe Comp&QY bcfcby rqm:sc:ots aod WUTlDU co Pt.mll and Muaer Sub !bat, 

except as set fOrth in tbe wri1= dbtlolurc IChedule ddlmcd by the ComJ)&Q)' 10 Puem (the 

"Comp&~~y DIJclosure Scbednk•): 

SEC'HON 2.1 Corpon11 Omniu1jop. The Company Is 1 corporation duly 

organized, va1ldly cx1slllll and lll&oo4 lWidJn& uncler the l&wt of the State of Del&.,_ aDd 

bu aiJ requialle corporat.t pt)WU IJII1 aulhori!y 10 OWD, operate and lease iiS propenles aod 

u.scu u and wbere !be ....- are oWDCCI, operated or leased lUid 10 eollduct iu busiocu u It 

is DOW bd.Dg IX'nd"•trd. T1bc Comp~~~y 1J in good •Widin& and duly qualified or I.Unscd U 

a forclan corpoB!ioo 10 do bulineu io ~bose jurilciJcOOIIs lUted in Scc:tloo 2.1 or the 

Company Dlsclolure Sc)w!nk, mc.b jurisdlclions bd.Dg the only juriJdk:tjoa< Ill wblcb the 

loatlon or !be piOfU1Y and useu owocd, operated or lc:asecl by the Comp.toy or the D&lllre 

or the blllloetl conducted b)' the Company mUcs such quall&atloo or llwuina necessary. 

except wbere the failure 10 be lO qualified or Uceosed would 1101 rc:uo111bly be cxpcaod 10 

bave a MalcrlaJ Adwene Elrect. The Comp&~~y bat beretofon: deUVCTcd to the Purchucr 

complete and coma c:opkl of lbc COI!Iplll.)''t CertlflWC or lncorpontlon and By·l.aWJ, as 

amended to and u in ertca on the dale bereor. 

SECTION 2. 2 Ctpltaljqljon.. (a) The alllhoriz.ed apllll stod: or the 

CornplDY eonslsls of 50,000,000 &hares o( Company Common Stock and 10,000,CO> lharu 

of pre!ared rtotk, par value S0.01 per lbare ("Company Pn:!etred Stod:"). As or tbe date 

berea!, 16,S90,336lbarcs ot Company Common Stock aod no sbuu or Company Pn:femxl 

Stock are issued and OUUWidllla. 

(b) All outsWidin& lbareJ or Compat~Y Common Stod: are vall41y luucd 

and ouumv!ina, fully paid and IIODWUuble, and, except u set ronh Lo tbe Company'' 

Ccnl!k&te of lacorporatioa. tbere &1'1110 prumptive or 1ilnilu ri&bls In rc:spet1 of lbe 

Company COIIIIIIDD Stod:. All sban:a of Comp~ny Co!llmoJI Stock l.lsuable upon the extrdsc 

o! Stock Optlooa and WLITIIIIS will, wbea Issued Ia ~W>rdance lht:rewith, be validly issued. 

fully paid and !!On'"CS"ble. All ouatandlna &h&rea of Coalpa~~y Common Slocl; Issued 

since July 1. 1994 were issued in eompllaooc Ill tltiD&lUIAJ respects with all requ.lrcmma or 

til applicable federal and ttate lOC\IIItles laws. 

(c) Setlion 2.Z or lbe Company Disclosure Scbedulc tea fonh a compku: 

and correct list of (i) all SIOCJc Options, and (II) all WIJT&DU, IM!winl u 10 ucb bolder 
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lhcrto!, tbe lllmbtt or ihtttt of Campllly ~IIIIIIDil SIOCk Pibj«:t tbmto lJid the 

curclsabillty, cxcrcito prlco lJid tmn!Da1io11 dale lbaefor. 

SECllON 2.3 SUbJ!d!aM. <-> Exccpc for !be SUbtldW!es linecl ill Sect!o11 

2.3(a) of 1hc Compel)' Oltclosure Sdleclule, Ibm an: DO cntW.cs 20" or more of wbotc out· 

auxsq YOdDc em•ritk• or ocher cqulcy i1lleruu uc oWDI:d, diretlly or i11d.lrecdy throuah 

one or more inc...,.,.,ivtc., by lbe Cocq>any. &dl SUbsldlazy ollbe Compe..Qy u a corpora

tion duly oraanlred, vaUdly rr~st~DI aDd In Cood fU!ndiDI Wlda 1be I&WJ or tho jurbdlcdoo 

of lu lnc.orponllon (wbleb jgrildlcdo11 iJ lodkaled ill Secdon 2.3(-> of lhc CompaD.y 

Olaclosure $cbecht)e) aDd bll all reqalsite corpora!e power a.ad aulboricy 10 OWII, openU aDd 

lc&se ill ~ aDd wea u aDd Wbc:re lbe u.mc an: owned, openled or !used by such 

Subslci.Wy aDd 10 ~Ddllct Ill budDesl u ills now beiJ11 CIC:'DdliC'cd . &dl Subsld.luy is ill 

sood ., .. ,'11111111 duly qnellf!od or licensed u • forelp c:orpontioll co do btuillw ill CKh 

of lhc jwis4lctloal ill wllkb lbe locllioo or 1hc propcuy aDd aueu OWIICd, operalcd or leued 

by such Subsldiuy or 1be oature of 1be bn•lges• cood11C'cd by such Sllblldia.ry :nUa such 

quJIUlcalloD or lic:eusloa DCCUAry, exupt wbae the laUurc ~o be JO quall!'ICd or 1ice1lsed 
would DC( rwooab!y be c:xpec~D!IO have 1 Malcrial A.dvcne Et'fctc. The CornpaDy bu 

heretofore ddlvmd 10 Paten~ complclc aDd comc1 ~ of each of iu SUbc:idiaries' 

ccnificatc of lriCOI1)0nlloo IDI1 by·LaWI (or similar orpnlucl<mal documcnl), ill each cue u 

amended co aDd u ill ctfec:t oo lhc claco bercof. 

(b) Secdoo 2.3 of tbe Compa.ay Dbclosure Schedule acts forth tbe llllho-

riud capiw IIOCit of CKh Sllbsldllry of the Compa.ay. the number of OUU"rxtina &b&rca or 

eWI clus of such capltallloclt l1ld lbe Comp&ll)''a (or. lo the C&ll. of SUbs\cl.lanta lnd.lrcctly 

owncd by tbe Coa>plqy, • sprlf!od SubDI!Wy's) OWDCnblp of each web c:lw. Tbc: 

Compt.IIY or auc.b SUbslci.Wy bas cood l1ld Yl1ld title 10 all racb lbam free aDd ckar of all 

rnon&IJC$, plcd,a, chim.l, lials, ICCIIrity i1lluucs or otber restrictl<ms or cncumbnncc:s of 

1.11y ldnd or D&JUre wbalsoevcr ("Pm•mbniiCCI'). All of tbc: ouunoohll sbam or capital 

S10Cic of cacb SUbsldluy of lbe Conpv uc vatlc1Jy w-1. fuiJy paid l1ld 110mneuablo, 

l!ld lbtre ut oo pttCillplive or limiJ&r npa lo rcapect or IDY w.m of capital st.ock or &ll'f 

SUblidiaJy, O(ber t11a11 prec:mpdve rl,¢u bcld aoldy by tbe Company. All or tho ouuandlna: 

shares of each SUblldWy or !be C«npall)' wm luucd In compll&llcc lo .u IDilcrlal rapecu 

with all req~ of all applicable fedaal &lid swe ICCUlillu law.. Ul:cpt u ICt fonb 

in S«do11 2.3(b) of thr: C«npany DU.:Iosun: Scboc"''c, nrilba thr: CompaQ)' DOt &IJY Sllbslci

Luy of the Coll\p&DY owns &IIY capital C10Cit of or ocber cqulry inltruc or any ldnd or naiiii'C 

in &IIY Penon. 

SECTION 2.4 No Cgmmlgpgq 1Q lwe Capjql 5Jocls. Ex.cc:pl for tbe Stoelc 

Options aDd the Waznt~~~&Dil u ICt fonlllo Scctl0112.4 of tbc Company DisciONrc 

ScbcduJe, there are 110 CJ1!193Mioa opciom. watnDII, calls, coovertible ecaaidcJ or otbc:r 

Ji&bts, lJrCXf!!C1!!1, (;(M!Imkrpcm or otbe:t iMntmeals pltiU&!S CO wbkh tbe Colllpa.ay or ley 

of 111 S\lbsi<liarb Is or may become obUpccd 10 aulllori=, issue or U'&IISfer any sharcl of lu 

capital C10Cit or arry olber equity IPI.cre&l. Pxccpt u ICt fortlb lo Section 2.4 of chc Co~y 

Disclosun: Scbcdule, Ibm arc 110 ~ or lllldmWidl..Qp lo dfec:t 1111001 1.11y of lhc 

i!Wdlol&n of die ~ or 111Y IUCh Subsidwy or Wnb 1Jt1 otbc:: Penon l1ld by which 

the Cornpa.oy or &IIY sucb Sllbcldi.uy 1.1 bound with n:spccc c.o tbe votllla. U'&IISfu, cllspolilion 
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or rqlstndorl UDCicr lbc SccwUlea Act of my lbmJ of eaplt.ll ltOdc of lhe Compaey or IllY 

of 111 Subskllarle$. 

SEC110N :U Authpdpdmr E.uq!!lgn ell!! J)dlvqy. Tbr: Compaoy bu all 
requhll.e COlJ)Orll.e ~ llld llllhorlly to a m •tt aod dc.llw:t da1s AIJecmtlll &1111, aubjccl to 
obfatnq &II)' t"' •ery ""Cthok'tr appcoYal of lhc .;,a•• ""'DI. 10 c:any CM lu obliplions 
bacuDclcr. ~ cxcnttion. ddlvay aod paftii!Nrw or lhil AafOr w01 by l.be Compao,y &1111 
lbc Nmlll!!!rmrloo by lbc Compao,y of lbc traDAt11ons COOiallplated bucby bave been duly 
alllhorlud by Ill requhlre corpoRr.c acdoo on lbc pan or lhc Compl.tly. mepc 11w lhc 

~·· l'ockboldm ut required to approve llld ldopt da1s Alfecmr:at. nu. Agreement 
bu bettl duly cucu!I!C! aod cldivered by the Compaay llld, Nbjcct 10 IUCb stocJcboldcr 

approvalllll1, eswmln,c lbc clue awborlnrion, rxccmlOD and delivety by lhc Olber partie$ 

btRIO, eons~~~U~a lbc ltpl. Y&Ud &lld biD.IJJI& oblipllon or lbc eomp.ey. edon:cahle 

~ lbo ~ In acconkoc:c wi1h Its unm. ex.ccpl u IUCb cnl'ora:abDII}' may ~ 
limited by (I) bllllavpley lawl aod limllar laws aft'ccUnc creditor's rWus acurally &lld (iJ) 

eeoertl principia of cquhy, repnllcu of wbelbn weTted In a procccdin& In equlry or at 

law. 

SECTION 2.6 Osnqnnppl Appmnla eM Filing. No approval, 

IUtboriulioo. coDSelll. Uc:auc. cleanacc or order or. dcclaralloo or DOtifatioo 1.0, or fillDa 
or re&istratiOa wilh, my JOVCll!!!!tDIII or fCIUlatory aulllority is requlrcd in erda (a) 10 

pcnnlt lbc Company 10 COMI!!!m•r.e lbc Mc:rau or perform Ita obUptions Wldcr this 
AJ1""'!llCDC, or (b) to prevcllllbc ICrlll.lDaUoo of, or maiCrillly aod admaely llfcct, IllY 

govemrDI'llhl rialrt. privUcae. aulbodty. frorchlse, llccose, pem.it or ctnllbtc or lhc 

Compul,y or ao,y of Its Subsld.larics 1.0 provide lu ICtYiccs or c:any on lu buslnus 
("GovemiJV'f\LII llccnvs' ), or 10 prc•'CU ao,y lllllerlalloss or diJadY&DI&&c 10 lhc 
Company' a budneu, by reuoa of lbc M.etJcr, ex.ccpl for (I) filin& aod rccordin& or tbc 

Cetlifieale or MerJct u rcqv1re4 by lbe DGCL. (U) 1\hQp aod olbcr required JUlnDI•dom 
UDder lhc Hllt-&oa·indioo AnliiiUJt llz¥o•emcna Aa of 1976. u •rncnclcd (lbe "HSR 

Al:l"), (ill) SllCh otbeT colllalll, llllllloriulioos, filloa, approvals and reaistruioas (olbcr lblll 
GovctliiDCotal I...il:ellSes rci&Jilla 1.0 lbt: provlsloo of tclccommunic&tion K.IVIca) wb.l.cb It IIC!I 

made or oblllood would oot reuonsbly ~ exp.ected 1.0 have a Malerial Acfvme Etfea, and 
(iv) u set forth In Sccdon 2.6 of lbe Compaoy DIJCiosurc Scbcdule. 

SEC'IlON 2.7 No CPoOig. Subject 10 conplil.ace with lhc Oovcmmennl 

Ucatses dc.Kribcd in Sectloo 2.6 of lbc Company DIJCIOIWC Scbccbdc a.od ob'•lnin,c tbl: 

other CODJC1U aod wa.lven llw u. set fonb llld dclcribc:d in Section 2.7 or lbc Comp&ll)' 
DiJCiosurc Scblc1ulc (tho "J'rtvtte Cooseu!l"), no:llbcr lhc <ACI<lltlou. dcllvcty aod ~<>r· 

m&Ot;C ot thb AIJ'CCIOCU1 by lhc CoJ'DPUI)', nor the consumm,u iQo by lhc Compaoy of tbl: 

tnnsacdons coownplalcd hereby, wUI (I) coD1Uct with. or I'C$\IIt In ll breach M vloi.tlon or. 
any provisioa or lbe ccttificate of ltlcorpcntion (or tlmllu oq;aatnrioD&I docwntlll) or by· 
law$ or lhc Company or ao,y of Ia Sllblidiaria; (U) conrua wldl. ruult In • bruch or viol•· 
tloo or, Jive: rise 10 a deftult, or resv.k In Cbt acccJentloo of patormaoce. or pc:nnlt the 
accelcratloa or pafortii&!'Ce, UDda (wbccbcr or oot afttr lbc &lvina or IIC!IJCC M Lapse or time 

or bol!t) Ill)' Ea:wobnnce, DOle, boocl, IN!cnrun:, JII&C&DC)', lcue, lia:nse, I&JUmc:nl or 
otbcr lnslnlmeJII, writ, iJVuoction, order, jlldpDCDI or decree to wbkb the Company or aey 

· II · 

IU.lUOMI& 

.. t~·~ 

loll on 



• t.~lllj.0/ 11 1 !D.U ! Z:UI Y.U 21271$8000 IOUIIEit I.E\' I II 

of ill Su~ or ll/,'J of ~ mpcai~ ~ or weu It 1111!~; (UI} clvc rise 10 a 
decluatioll or impotlli011 of .arry BDcumbnncc upon llQ)I of 1hc pcopertiu or useu of 1hc 
Compa.Q)' or AllY of Ill Sllbridlarie$; or (lv) impair 1hc CompaiiY's buslncu or advencly 
ttrect IllY Go~Wii'W tel Lioenttl D"C"If'ry 10 enable !be Compatl)' &lid Ill SubcldlaricJ 10 
cany on 1hc!r bo!ll.om u pRICIIIIJ Q.',.,..,, IWCpl, In !be Cl1tl of cl&usu (il), (ill) or (lv), 
Cor llQ)I c:on1lla, brclcb. vlobdoa, ddlult, aa:denlloo, dc:cluallon. impoaldon or 
lmpalnncm thai would 1101 m.sonabty be expected 10 mve a MaleNl Advcnc Effect. 

SEC'llON a SEC Plllnra. (a) Tbe ~y hu filed aU forms, repotta 
and cloc:tuncut• n:q~~txod to be filed with tbe SEC rlnce Oaober I, 1993 and hu made 
avallabU 10 Puem (I) lla Amllll1 R.epo111 on form 10-K for lbc f\scaJ yeus CDdcd September 
30, 199-4, 1995 and 1996; (IJ) Ill Quu1Q1y Rcpo111 011 Porm 10-Q for !be~ period$ 
codal Dcccm"'".r 31, 1996, MudJ 31, 1997 &lid June 30, 19!17; (ill) aU proxy JUIQDdlll 
rclalin& 10 1hc ~·a !NilCrl• of ~ldcn (W!IcUier i&DIIII&l or ap«IIO beld since 
Oclober 1, 1993; (lv) all odlet rcpoJU or tqlalr&rion IWemt:!IS (other dwl!UpoJU 011 Form 
10-Q not rcfc..:cd to In clause (U) above 0r oo Poan 8-J< flied before Octbbcr I. 1996) filed 
by tho ColllPUIY with !be SEC &iDee Occobu I , 1993; aDd (v) alliJI]j'Qdmenra, supplcmcna, 
exhibits and ctoc:omenrs lncotpOI'Ited by rcfOCIXC 10 &liiUCb reporu llld rcgiJ!nt1on 
statemcn~~ tiled by 1hc Cornpany wilh !he SEC (collcetiYC!y, l!bo 'Company SEC !Upotta'). 
Except u discloled in SectioJI2.8 ollbe Company Dl.sdolure Stheda.lc, lhc ColllJ'ID)' SEC 
Rqlons (i) wm prepared In I!CCOrda.noe, and complied as of tlldr mpectlvc dares in all 
ID&IO'i&1 respect~, wilb tbc ~ of !he Sccuritlca Act •or lhc Secwides fubange Act 
of 1934, u amended and !he SEC' a rules lhemmder (!be 'Exdl&n&e Act'), u the cue may 
be, and (II) did DOC a11be lime d:!cy were ftled (or If amended 01· supcneded by a ruing prior 
10 lbe dalll of lhla AJrcen:IC:al., lbcn 0111be cltJe or &UCb flllD&) coDIJ.ln any uii!Ne stalcmcnt or 
a material flct or omit 10 IIlii» a material laarequired 10 be sUUd tllcrcin or n«enuy in 
onler 10 maJce lbe lll!temtm• lbercin, In !be liJht or !be ci.ro!!Dmnce, unclcr which d:!cy were 
made, DOl mlsleadioa. Tbc Company w !Ucd with the SEC U exhlbiiS 10 !be Company 
SEC Repom allliJ""rn<UI, COIIInCU llld olber docucoenrs or IDSUUrlletiiJ required 10 be so 
filed, and Jllcll exhibtu arc anrccr and complele copicJ of I\ICh llfCCIIlCl\11, coll!nctl and 
olhe.r doounn!IS or iniiNmetw. NODC of lbe Company's Subsldiulea is required so file any 
forms, rcpons or ocher ctoc:o•mcms wilh lbe SEC. 

SEC'llON l .9 AQipc!al Srttm!mll· Aby:rq of Up4lglo!ed ll&blllsjea; 
RssiV&b!cs. (a) Tbe Collij)any bu hefelororc dclivmd 10 Plata~~ compkte llld correct 
copiu of !be rollowin& flnaml•l Jll!nnrnls (lbe 'Comp&II,Y Pi:am:lll SlllaD•m• ' ), all or 
which bavo been prcpt.rCd frOIIII tbc boob and rccord.s of the Company and ill Su!Nkllariea in 
~ wilh ,_.uy """J*'d accouarina prlndples ("GAAP") corulstenlly appllcd and 
maintahv:d lhrou&hOU!Ihc periociJ IDdlcAted (acepc u may be l.ndJca~ In the noses lhercto 
and except !ballbe UIWidlted Cocnp&ny rcoaneial SCIIQneOII may DOC ilxludc all DO!a 
lbcrcto requ.ind by OAAl') and fairly prcseot in all material ~ lbe financ\.11 coodlllon 
or lbe Comp&ny and Ws Subridl&ria 11 lbelr rcspoctivc datu aJDd !he rcsu11.1 or lheil open· 
tio111 and cub fl0\111 for die pcriodJ coveted lbereby, ·~ lhat u.naudlsed ln.a:rim rcauiiS 
were or arc allbjca 10 oollDil and I'CCWTinc year-cod adjuslmeoll whlcb were DOl or arc 001 
expected 10 be mi!Crialln IIIKlWII: 
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(I) audited COJIIOJidaled ~AlA &bccU II Scplmlber 30. 
l99S &lid Scpcembcr 30, 1996 m:l audllocl COIIIOIIdalocl rwcmt1IIJ of iocome. 
cub Oows and ltOCtboldtn' cqully or 1be Company and iu Sublldl.uics roc 
lbe fuca! yean liA tllded, audited by Al1llur Andencn UJ'. iDdcpelldenl 
~ pubUc ICC c••tC•tQ; and 

(J{) Wlllldiled COIIIOIIdalocl bel•ncx Wet (lbe "Coalp&llY 
lntaim Bai•!Y" Sbcct") of Clle Compauy and lu S\Jbsidlaries at JUDe 30, 1997 
(lho "CompaDy ltCcrim Ba"ncc Sbccc Da&c") and COI!fOIIdasalaulemenU of 
llxmlt and wh flows far lhe dine and llblc monlha lbeo caled. 

SudlfHrcmeotl of lncome do DOl contain &.QY lll&lciaJ ilan of special or ~ 
revenue or iDcomc or Ill}' IDliUi&l il= of rtYeux or income - tamed ill lbe otdllwy 
COW'It of busjnns, except u exprculy Jj)ti ifood lberdn. 

(b) &cepe u a.od 10 lho extalt refleded or rtJM~ed tatlnst on the 
Compaay lotaim Bal•nee Sb«t, and w:cpt fo:t lilbilllks wblcb wUJ DOl bavc a Malt'NJ 
Adverse Efrc:ct, Ddthu tbe Compeey nor IllY or iu Subddlarles bad, u of lbe CompaQy 
1nruim Bal•ncc Slxtt Dalt, Ill)' J.bbllitla, clebu or obllptions (wbclha ahfolule. ICCNCd. 
colltiQ&eot or ocbawist) or IllY DUIIre dw woWd be Rlqlllrcd u of m:.b cSa.lt 10 have been 
lnchwlcd oo a "'''""' lbcel pcepucd Ill accordallce With 0~. SiDcc the Compaay IJII.Crim 
B•!ancc Sbcct Da!a, oeiCiler me Compea;y 1101 allY or IIJ Sulmdianta bu looitrcd or NUercd 
to cxJst all)' Uablllly, debt or obllpdoo (wbetbec ~Jult, ICCNcd, co~J~in~en! or olbe""i5e), 
except llabllltl.es, debt and obllpio01 iiiCtll'1'cd Ill tbe onllnuy coune or bwiDcss, conslswll 
with pUt pncdce, OODt of wblctl wW bavo a M&1uW Advcne Etfect. 

(e) All rca!vables of lbe (hnpaa;y and ia Subsldiariu [ux.ludln& ""C'•nll 
rcc:eMblc, loans receivable &lid adY~.t~Ca) wtlicb arc rdlecloclllllbe Company I.DLtrim 
1hhD:t Sheet, &lid all sucb noccivables wllldl bave a:Uco l.bcrcatt.a and prior 10 lbe 
Effcaive Time, baYe uiJCD or wW bavc a:Uco only from boaa nc1c cransaenons Ill !be 
ordlnaty course of buslJlcu. lho: eanyq value of IUCh receivables approximalt their b.ir 
madr.ct valuu. a.od adeq1IIIC I'CMMI for me Coalpany'a rcttlvablta bavt been cst.ablhbcd :Ill 
eccotda.nce with prior pndicc a.od 0~. 

SEC110N 2 .10 Ccruln O!bq Flrwncial Bcmm•!!l•lo!u. (a) Exccpc u set 
Cortb in SecdOD l . IO(a) or lbe Compeny OiJdosute Scbedu.k, lbe ~ bu DOt aiDcc 
October I, 1996 pcotidcd aay IOllaial apec1a1 promotiooJ, djxouDIJ or olber lnctmivca to 
its employees, aacau. 4Jwibu1on or CW10IDa1 Ill CO!!IJCC'Ioo with tlx: ao!leltatloo of llt:'lf 
orck rs for auvlcc provided by lbe Complll)' or .aa;y S\lbaldl.uy, oor baa lilY cwtomcr pn:
p.ald lilY maltrialll!WJ.OI (Of aervlca 10 be proWled by lhe Company or &.QY Subl~ in 
the future, c:ltCtplin eotmealoo wlcb tbe purc::llu.iDa or debit W'CI.s. 

(b) To lbe Compttl)''l Xllawlcd~. lbe C'«npany &DCI ill Subsidiaries bavc 
paid or tlilly pcovldcd for all accc.u cbarJet property payable 10 local &ltCb.anac Cltricn ror 
ac:ccss facUlties wl bave propcrlyrqM~nod Ira pen:entltc of~ we CPJU") 10 sucb 
CUI'ien. txupt 9lbe%e lhe fallllre 10 4o $0 would not ruult In a Dl&ltfW llabiUty or lho: 
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Company or iiS &lbl!c!iula. AJ or lbe cl&lll beroof, co the CO!Ilpllly's Knowledge, !be 
Co111paey md lu SUbsidiarica do 1101 bave, IUid at 1hc Closq !he C0111pany IUid its 
SUbsidiuiea will 1101 bavc, mlf mucrlal tiability oo ICCOiml or PJU. 

Sl!C'IlON 2.1 ~ Abtetg pf Ch&nsn. Except as 1ott forth lo Section 2. 11 of 
lbe Cotnpany Disclosm-e Scbedul" or !be Colllp&ll)' SEC Reports, Jiocc October I. 1996 the 
Company &lid lla &Jbsidivics b&ve CC>IId'JCfcd their rapective ~inl:s$es only In the ord.l!wy 
counc &lid oeilber lhe C'«appuy 110r &II)' of Ill Subridlt.ries bu: 

(a) otbcr lban c:cnain of lhe Stock Opdoos md Wtmllll as set forth In 
Secdon 2.4 or 2.11 of lhe Coalpaoy DilcloJUn: Scbcdllle, luuocd or sold or aWborimS for 
issuance or sale, or gr&Died any opciolls or made other •aroemew of t.bc type refemd to in 
Section 2.4 wilh mpoct to, any ab&m or ita capiLli StoCk or any odler of IU KCU.rides, or 
&lleted ID,Y tr:zm or ID,Y of Its OVISIII•''"& KCUr!tles or made any ch.loae In iu outs11rx!q 
ab&m of capital tiOCk or 01bu owoenhlp Ulleresu or its capitalization. wbct.ba by reason of 
a reclm!11catlon, recapltallntio11. stock ~pill or COIIlbination, cxchanao or TCildjllstmenl or 
lhllrea, IIOCic cliviclcDd or otbcrwltc oc redeemed, piii'Cbascd ;>r otberwl.se ~equl.n:d my or ita 
Or iu pani.Dl'l e&pll&l&toek; I!!'Qvidcd, boweycr, the C~ COD!aDplale$ effectiag the 
coovonions set forth In Sett!OD 1.6: 

(b) tmolnllt.a1 or received llliY ~ of letmioadon or llliY m.uaia.l con-
traa, lease, license or otber JIICCIIIICIII or llliY Oovem111em•J Ucense. or suffend llliY 
dA.all,e, d~tioo or loa ('lli'be1llcr or 1101 covered by lnsul"al"a) lhat would reaso111bly be 
CXJ*(ed 10 bavc • Material A.dvcne E.trcct; 

(c) made aay chllllge In tbc rau: or c0111pensallon. commission, bo11UJ or 
other rernunen.llon paylble, or paid or agreed or orlllly promised 10 pay. conditionally or 
olberwlse, &11)' boms. extra cowpe•iNtion. pension or sevenace or vacation pay. 10 any 
director or oflkcr, or any rnaa:rbJ sucb chllllge 10 any employee or the Co111paey or any of 
lis Slllni~ c=p! In any wo In IIIII onlilwy Cowte or bullncsl COQJUICII with prior 
praGtlce oc u requ.J.red In ICCOlllm;e w!tb l.bc apernenu &scribed In Section 2.13(b). or 
pltns dlJcloaed Ia S«lloo 2. 14(1) of l.bc Colllpaoy D~!osure Sdlcdule !bat wen: In effect u 
or October 1. 1996; 

(d) made any Increase In or commitmcm 10 incre2sc any CIJlPioycc bcnefill, 
lldopted or lllJdc llll)' commiiiTlCnl to ldopt any additional ~mpJoycc ~nefit plan or lllJdc any 
cootribudoo. Olber tbaJl reauWfy 5Cbcduled colllributioo.s. to 111y Employee Benefit Plan. u 
defl.IICd In Section 2. 1<4(a); 

(c) clwlged Ill)' v counting practices, policies or proceduzes utilized in tbe 
prep&rlllloo of !be Compaoy Fit~~neial S~a•rmen". ex.cept u required by GAAP. the SEC, 
the Fina.nclal Aa:oiiDI.In& SW!dards Board or u olbcswisco let rorth iD !be Coropa~~Y SEC 
Reporu; 

(0 JUffmd ,IIU' clwl,cc. tVC!ll or co.Dd.ltlon !hat, in llliY WG or In tbe 
aggregate, ha4 bad or b l'C&$0tllbly llkdy to result In a Material Adverse Effect: or 
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(J) eniCred Wo aoy 11Jeemall or made aoy commltmtnt to take any of the 
types or action delcrlbcd In lllbpara&npbs (a) cb:ousJl (t) of this Section 2.11. 

SECTION 2.12 Tu Meum (a) Por plllpOSU of lhl.a Atrecment. 'Tu' or 
' Tuca' &b&llmcutaw, fee., levies, dudes, t.uitYJ, Imposts 1M covtl'IIIDCJIBJ Impositions 
or clwJes of my Jd.od In the JWU:e of (or slmiLu 10) taxta, payable to &AY fedcnl, lUte, 
local or fotei1D taxiqJ llllbori!y, Prine! in& (witlloullimllldou) (l) ~Dcome, tnochlae, profia. 
gnm rec.c:ipcs, ad 't'OWrm. Get wor1h. valUe lidded. lllca, we, KrVice, ruJ or pcnoaa1 
rnopcny, specblartai!T!t1'C•, capiUJ stOCk, llctnse, p~yroD , wbbbo!dtoa, cmploymcar.. 
soclalliCaldry, wcdzn' comp 1Ption, IIIICZDploymeal C'«''p""Pdoo., u:ilil)l, acven.rrc, 
p~ acbe, 111mp, OGQipllioo.. pmnhnm, wiDdfaiJ proftu, IWISfa and p1ns IlleS, 
aod (il) lnluesl. palll.ldu. lddltlollll IIXQ 1M ad4ltlolll 10 tall lmpoac4 with rapoct lberclo; 
and ·ru Rtlwm' thaiiiiiWl mums, rtpOIU, and ltllormatlon lllrtm,.,..• wllh respect 10 
Tua required 10 bo flied wllb lbc UucmaJ Revo~a~e Se:rv~ (the ·ms ') or my olbcr wtillla 
autborlty, domestic or forelp, l.aclud.l.Qa. witbout limltatloo, co11.101id.a.ttd, combl.Dcd 1M 
unlwy tax mums, lndudloa rt1lll1l.t requirtd In ronoectltm with Ill)' Employee &ocf11 Plan 
(u clcfiDrd m Sccdoo 2.1 '(a)). 

(b) The Compmy on bebllf of lt1tlf 1M aD of Ill SUbsidiaries bcreby 
rq~rcscniS thai, ot11tt than u disclosed ill Sccdoo 2. 12(b) or the Compmy Dilc:losurc 
Scbcdule or ibc Comp&Ay SEC Rqlons: Tbe Compaoy lDd Its Subsldiarles have tinlcly filed 
aD United Slalc5 fcdenl lllCOIDe Tu Rclums tnd all olbcr llllteril.l Tu Returns required 10 
be flied by ihem. AlliiiCh Tu Retwns an: cotnplcte lDd corm:t In aD nvJerial respecu 
(except to the = a reacrve bu been csllblilbod 11 n:necled In the Comp&ny lntuim 
&lm:e Sbc.ct). The Compaoy lDd ill Subsidl.arlc$ have tlmtly paid &lid dlscJwted all Taxes 
d110 Ill coODeCtloo wllh or wtlh respect to the pc:riodl or tnnPI:tions covered by rucb Tu 
Rdums IIlii have plld aD olbcr TaxtJ as an: due, eutpt rucb u an: boil!& coa~ttted In &ood 
flllb by appropriate p c :cc dlop (to tbc = that any auch procccdioa• an: roqWRcl). and 
then arc oo OCbct Tax.ta lha1 would be due it wened by a tuioa autboriry, exc:ept with 
respea to wtllch tbe Coro~ it majnca!moa reservca Wl1cu the taiJIIre 10 do 10 would not 
have a~ Advene Ell'cct. I!X.cq)( u doCI DOC Involve or 1IIOll)d DOC result In !lability 
to the Com~ or Ill)' of iu Subsldlarla lhal 'WOuld have a Material Advene EtfCCI, 
(I) th::te arc 110 wt llcns on aoy as- or the Company or aey or liS Subridlu\ca; (il) neither 
the Compa.!IY oor Ill)' of liS Subsic1Wics hu putoc!aoy waiver of Ill)' li.IOJio of llmltatioo.s 
with rupee~ to, or aoy exlellSioD of a period for the IU«111mtal of, Ill)' Tu; (Iii) no unpaid 
(or~ clcftdm:la for Tuca have becJl claimed, propoaed or auuscd by 1.11y IUt.Ot 
or odlcr pawmal IUiborlty w!lh rcapect to the Compally or my of its Subsldi.arlel; 
(lv) then ue 110 pe1ldi.D& or, to tbc Company' a K.nowledce. threaleoccS audits, lnvcatiptio:ns 
or claims Cor or rclallq to aoy liabilily ill rcspcc1 of TaxtJ of !be Coolpaf1Y or aoy or iiS 
Subddladcs; &Dd (v) ocilber tbc ~ DOf any of ill Subsidiuica hu requutecl any 
eX1emloo of time wllhin wbkh to flle aoy c:um:uLiy Ullflled Tu R.clllms. Tbe acauals and 
ruervea for Tu.es (hrludlna clcfand ww) rc11eclod In the Company l.ntcrim &lance Sbcet 
arc lD aD material mpoc;U adcqu&ll: 10 cover aiJ Tucs IICCfUAblc throu&b the dale Lhcreor 
(incJudilla Tuca bolna conwUd) lo aceordmce witb OAAP. 
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(c) Tile ~DY 011 behalf of 1&1! aft!! all iiS S\!bsid.iuits btrtby 

repi'C$CIIJ lbll, olbct dwl u cllvl06Cd ill Sealoo 2.12(c) of !be Compaoy Dildoawe 

Sdle4uk or tbc Compaoy sse Repom. and ocber dian with t'CipCd 10 l.etnu lbe lnaa:uncy 
of which woukl DOt bavt 1 Mllerlal Ad\'me Etl'ec:t: (l) oellbet !be Comp.uly DOC any of iu 

Subcidiaries il oblip!rd Wider any qnemca~ with respect 10 lDdu$triaJ development bonds or 

otbtz obliprlom wUh rapec:t 10 Wbicll die cxdll4ablllly fl'cm JtW1 iDcome of lbe bolder for 

ftdaal « ltlle !ocmr lax J)QIJIC*S could be affec:ted by die cnmact!oo• CODICmpl&lcd 

baeuade:l, (II) Ddlbcr Cbe ~ DOr any of Ill SUbsldl&riea 1.1, or bu bee11, a Ullllcd 

Swa ra1 propalJ hold~~~~ oocporatioo (u dcfilled ill aectloo :a97(c)(2) of !be Code) clwiDJ 

lbe appllc:ahle period spocl1lcd Ill Jec:tlao 897(cXl)(A)(il) or ~ Code; (UJ) oellher lbe 

COIJIP'II)' nor 1111 of ia Snbddleries bu ftled or beal hrlnWI ill 1 c:omblnol1, coosol.kUUd 

or lllllWy reazm (or P•...,.!!Cial cqui'tllaa dlcrcof) of aoy Pmoa Olbcr lhllllbe Coo!paoy 

and lu SubsidJarte,; (lv) oeldler lbe C«nptll)' DOr aoy of Ill S\IWlarlca b liable for Taxes 

of any Penon olbct diiD lbe Ccqn1•~ and Ill Sllbddlulea, or· cum.nlly UDdc:r aoy 

~ obll&llloo 10 lodcmnlfy 1111 Pmoo with rapec:t 10 Taxea. or 1 patty 10 aoy lax 

sbarini ~ or azry OCbc:r apcmcD1 ~ for pa)'IIICIIII by lbc Company or ury of 

Its Sublilliar* with respect 10 Ta.us; (v) accpt C2IIWa lhc baldXI.al OWDenbip of wblcb b 

wholly ownecl by lbe CDmpll:l)' &Dd/or Irs Sublidiarlea, ncllbct lhc Compaoy aor aoy of l.ts 

Sublldlaries is 1 puty 10 aoy joiol Ynlllft, partncnhlp or olhct amtllement or colllt1Cl 

which could be ln:a1cd U 1 panoenblp for UDilcd S~ fedcnl iDcomc lax pw'J)Oiel: 

(vi} ncil!xr the ~oy oor aoy of iu Subsldlarir::J u a party 10 any IJ=~Dtllt, eOClllld, 

amJ!i=all « plao lbat would result (takilla iDI.o ICCOWIII lbe tnDSaCtioDs com.empl&lcd by 

this Apemcm). acpara~ly oc ill tbc •II"Pl.C. ID lhe pa)'IDCI'II or aoy • exuu parachute 

paymc:DIS • withilllhe li""Dfo,a of aectioD 2800 of lbe Code; (vU) tbc prleea for aoy propeny 

or vMcc:J (or for lbe uv of IIIQpC>1)') proYidocl by !be Comp&Dy or aoy of iu Sublldi&rlea 10 

aoy otbtt Sublidl.uy or 10 lbe C«nptoy bave bcCII arm'aleoath prices dc1.etmined usJnc a 
metbod pcrmllll!d by lbe Treasury Rqulallom UDder aeclloo 4&2 or !be Code; (viii) nr:ilbet 

lhe Comp&Dy nor aoy of its Sllbsld.llrics b 1 'eomc:Diloa corpomioo' IUldcr -uoc >41(() of 

tho Code or any comspondloa provision of nate. loeal or fo~lan bw; (l.x) nr:ither tbc 

Compaoy nor 1111 or Ill S11bal4ilr!ea bu made ao ele¢1ion or Is required 10 treat aoy or lu 
asscu u owued by &DOlher Penon for (cdc:n.l l.oc:ame w. pulJIOSCS or u ~ax-e •c:mpc bond 

fiNQN!d p«opaty or IIX-exmlpl uv pcuputy wilhin tbc r:nnnio& of section 168 of lbe Code 

(or IJfl conuponc1iDa provllloo of Nil:, loW or fore11n law); lDll (l) the Colnpaoy Is noc 

an illvwmcnt compaoy within tbc meanin& of sec:tion 368(a)(2){F)(Uil of the Cock. 

SEC110N 2.l3 Jldirlgps !!j!h f.rnpi"YW and Sa!q AccQ!I. (a) Except U 

v1 fonh ill Sccdoll2.13(a) of lllc Company Dbclosutt Sc.bcdulc: 

(I) No coUeellvc buaalnilla ·~ wl!h ~spec~ 10 lbe buslor:u 
oC the Compaoy or any of ill Subild.larics Is eum:J>I!y ill cffce1 or beiDa nccoti&lcd. Nel!her 

the CompiJlY nor a.ay of ill SubtJdlaries bu ey obli&atlon 10 ncaoliau ey JUCh eoUoctive 

bupioioa I&ICC""''I' 

(ii) Tbue uc 110 strilca or wodc a10ppaau pendln& or. to the 

COI'IIj!lll)''S Kslo1"led&c, lbzutenr:d wllb rcspca 10 !he Clllj)IO)'ocs of the Coropaoy or any of 

ita Subsk1!arics, DOC bu aoy IUCb strila: or woe\: llllppliC occurred or. 10 the Compaoy's 
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l<Dowledp, been tbrut.c:aed Jlot:e Octobct I, 1994. There Is 110 repRvnmioo elaim or 

petitloo or compldlt pendq before lbc Nldollll Labor Rclalions Board or &111 li.W or 1oa1 

labor aaeoq 1114, to lbc Coalpally'a KDowleqc, no quat1on eonccrniDa reprc.ICIIWion hu 

been rWed or llllelleDcd .moe Oc:lobc:ll, 1994 rc:spccdaa lbe ~loyea of lbc Ovnpany or 

lily of ils SUbdd1arka. 

(W) To lbe Compt.11y'1 KDowlcdgc, 110 c:har&C$ with rc:spca 10 or 

Rllliaa to lbc lmlnm of diD <:on..,any or ury ilJ Subcidiariea are peDCI.illa be! OR lbe Equal 

Employmw Opportunity Commlnion or lilY stlLO or locallpDC)' rupomibk far lbe 

prevemlon of UDI&wllll cmpiOJIDCIII pracdcC$, whkh wovJd I'UIOil&bly be npec!td 10 bavc a 

M1r.uW A.dvma meet. 

(b) S«tioo 2.13(b) of lbe Company Dbdo$111'C Schedule conuln• a 

complete and correct llsr of al!l m.&IUiaJ c:wrcnt c:mploymw, lliiiJII&tml:lll or other oollllllti.D& 

&&fCC!!!C!!!J wilh ury PttiOIIS employed or maloed by lbc Comp.ny or any of ill Sllbridl.lrb 

(includio& IDdepeDdeDt coosulllllll and Mn!m ... lon qcna), oomp.lete a.od coma copies of 

wlllch bavc been delivered to P&m~&. c::xocpt lbal, wllb lUpoc:t 10 aarcclliCllU wilh 

c.oovnluion agcD~S, C0111f1lcte and comet copies of all forms of "'ex menu usc:d by lbc 

Cocnp&ey bavc bOCD ddlvered 10 Parmt. All of lbe COIDpllly'a IIJCCIIICDIS wilb cvmmlulon 

agcms arc IUbsWl!ially tlm.llar to sueb fomu of •Jrcemenll. 

SECJlON 2.14 l!m;Ot fkm. (1) Scc:tioo 2 l4(a) of lbc Comp&oy 

Dlselosu~ Schedule vtt forth with RSJ*t to all CUI'rHil empklf= a full a.od compltlC IIJt 

of all executive c:omrcnJadnlll. de!emd compen~~tlon, $lOCk oWIIU'Ihlp, atoc:k pwclluc, 

stock oplioo. mtriclcd $lOCk. perfClltll&ac. abare, boow IJid Olha inccnlivc plans, pension, 

profit sllarlna. uviQp, thrift or rellrcme:llt pla.as, employee stoCk owoenhip pla.as, life, 

health, dental and dbabUily plans, vaca!loo. sevcnntC pay, aick leave, dcpendalt urc, 

c:alc~erilland NllloD rclmbuna:ncat pluls, IJid ury olha ·cmployc:c benefit plans' within lbc 

me• nina of lbe Employee Rairc:mcat Jrcune Sccurll)' AD. or 1974, u •nrndcd ('ER.ISA ' ), 

cuml1llly m•IDTJiged by lbc eom,any or Ill)' of lu Sublidl.uka or with rupca 10 whic:h lbc 

Compury or ury of Ill Subsidiaries may bavc any ll&blllry or obUptlon (direct. lodlrect. 

coDlingc'nr or Olherwlse) 10 aey employee, for111U cmp.loycc, dltecror or fOf'lllla dircctot (or 

any of lbeit <kP"Mtlllt or beiiCrJC!arles) of lbc ~"llY or uy of Ill Subsidiaries or 10 lilY 

aovcmmcmal ~ (llldlvldual.ly, 111 'llmployec .Dcnc.iu Plan" and collectively, t.bc 

·Employee Beoeftl Plt.nl'). Tbue baw bccD ddlvmd 10 Pan:111 or Its cOunstl complete &lid 

cornet copies or &II wr!11a1 Employee Bcoc£11 Plllls. 

(b) No Employee Bcoc£11 Pl&o Is, a 'dc:fmod balcftt pl&o' Wilhlo lbc 

mcani111 of teCiioc 3(35) of ERISA 10 wbkb EIUSA applies aDd nctlbrr lbo Compaqy nor 

aey or iu Subtldlu!u bu UJY ll&bUlty whb rupee~ 10 any JUdi plao Ncalbor the Comp&J\y 

nor any or 111 SUbaldiaries lw evct conulbulod 10, or wilbdnwn in a complelt or putW 

wilbdnwal tram. any ID'd~loye:r pl.ul (wllhill 1bc mcanl'll or Soblllk E of Tille IV or 

ERlSA) or i.acum:d C>Oiiithai*"' Uabl1iry audcr -.doll~ of ERISA. No Emp.loyec Bc~~eflt 

Plan provide~ for mcdiW oc bc&llh bcDcllll (!hrouJh lnsuraoce oc olberNisc) to lad.i.i4uals 

otbcr !lwt eum:ne cmployees or lbe Company or any of i.cs Sul»ldlarlu (oc apooract and 

depcnclencs of JUCb employees), eucpc 10 lbc e.xJall orce<nry 10 comply wilb ·Applicable 
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Bcue!iU Law• (laehwfq MCtioD •9808 oflbe Qldc). • Appllcable Bcoefiu Law' ref en 10 

!he Jepl l cqolte&DUAI 1Ji4 !ltod 11p011 c:m,>loyee bclldll pLw by die Unmd S11tcs oc any 

politial subdlvUioo lhenof C"mcludlal COBRA ID4 lilY noqulremenu enforced by die DtS 

wilb rapecl 1D employee badil plul iDiawfcd 1D ooo/~ WI bald\U OD lbc Company, lilY 

of Ill SUblldlariea, any ol dll:.il ~ employ•. or aay lniJt malm•lnrd ID ~ 

with llll:h J!mployeo Bcodh PIID,). 

(c) Each Employu Bctdil PIJn (&lid cadi relatlld ln!Jt, IDs1nDCc co~X~"~Ct 

&lid fwwt) Ia ID compliance ID all maraialmpocu ID fonn &lid ID opc:rallon wlth all 

applicable requ1rcmenll of AWic:able Bczlc(a Law (iae!gc!!Qa EIUSA &lid lbe CGdt), ID4 IJ 

bci.al odiJ!iniueftd 1D a.D mar.erial rapcc:U In acconi&Doe wid! all relevllll plan doalmc.au 10 

die extcDI CCXIS1m# with ~le Bcuef!IJ Law. TbcTe hu been no prohibltlld trulUc:tion 

wilb rupect 10 aay lllllpl~ BeoeCII Pl&o Which would result in lbc impodti.oa of ury 

malt.rial uqUS eu.lre ux. To dll ~·· Xnowlcdft, 110 Employte Bcnefi1 Pl&o IJ 

Wldct IDYM!grioo or lll4ll by dlo Dc:partmcn1 or Labor oc l'nlanal Revtm~t~ Service other 

than as put of a routiDIIIU audk of die C«upany. 1ba'e an: DO lepl aaloal or slllu 

pcodJna or, 10 lbe Coaapaoy'a ICDowlcd,e, threaiCnrd J.piDII or with rapcc;110 any 

Employee Bcaefjr Plan or lbe UKU of &II)' such Employee Benefit Pl&o or -a•UUt any 

tidueluy of m.yllll:h Employee 8cDtfi1 Plan &Dd die C«npany bu DO Koowlcdce of any 

fld:J thll coeld Jive rise 10 m;y such .aioos. lba'c b&s becD full comp!Wlu 111 lll matuial 

respect~ wl.th lbe DOdce and coctl.ollatlon rcquireiDoenll of aection 4980B of the Code 

applicable 10 lilY Employee BcDdit Pllll. 

(d) Bla:cpiiO die ~ let forth ID Sccdon 2.14(d) of !he Complll)' 

Disclosure Sebtdule, DO provldon of any Employee Bcnd"u Plan bccomu efTcc:tive in lbe 

even~ of a c1w1p In conaol of !he cmpJoyu malncalnjna RICl Euq!loyce llcu(at Pl&n; 

neither the Comp&ll}' nor any of ill Subddluic$ b&s ap-ccd to !he treJ.Iion of ury oew 

employee bale.t'll plan or, wilb respec( 10 any erip!'\1 Employee Benefit Plan. &II)' intreue 

in balefits or chan&t in employee covcnce wblcb would III&ICrially lncruac the expmlC of 

mab:IIIID!na such Employee Bcnefil Pl&o; no provision of any Employee Bcncflt Plan protlib-

111 !he anployu maine•lolna II from amcMi'\1 or tennloarina lliCh Employee Badit Pl&o at 

lilY time &lid 10 lbc tulles~ c:m.a~llw law pamil:s. ~ 10 tbe ex1a11 Jet fcmb in Sccdon 

2.14(d) of tile ~ Dbtloswe Stlrdule, the COClSIIIIImllloo or !he Meract or lilY ocbc:r 

transacrloo oolll.elllplaled by thls AJrtai!Clll, In and of itsdf, will not rault l.o an incrc.uc In 

!he ,._1111 or ~ or beodlu or ~ !he v~ or dml.nc or p&ymt:ll or m;y 

llenefiu or ooillpamadon payable UDdct aay Employee &neru PILD in rapea or uy C1llploy· 

ec of !he CQ~~~~W~Y or any or 1u SUblldiarlta: and oo employee oc former employee of the 

~ or lilY of lu Subsldlaric:s will be cnr:itlod 10 any SCYtf1JXC benefits UDder the &crms 

of any Employee Bcnefu Plan solely by reuoo or !be cooprmm,uloo of lbc Meracr or any 

other lnNectiotl CO!IIelllplaled by thls Aareanem. 

(e) AI DO lime alncc 1111 OtJ•nln•lon of the Co~ny oc lilY of iu 

Subddl&riu bu lilY ~ (OIIIU than the Comp&DJ, at>y ..,cb S\>b&ld.ary ot DUIIna 

WOtrNIIoo Coacepu Corp .. or ury Subddlary of BUU.,. lotonnatioo Concepu Corp.) been 

an 'EJUSA a.ffilla~' of the Compe~~y, any aueb Sllbrid.laly, or bolh. 'EJUSA arru~· 

means uy ltlde oc bu.sinesa. wbolhct or not lncorportled, wl\kb roaclber with !he Company 
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or aay sud1 Subsidiary. Is or wu u Ill)' time durV!c JUCb period aut.ed as 1 "•inak 
~· wilb!D die """'aq or JeCiloD 414(b). (c), (m) or (o) of lhe Code or 11 pan or tbe 

s&IJit · coacroUed crouP" as d1c C~ or aey such Sllbfld.Wy wilbin tbc """'"'"'or 

sccllon 4001 of EIUSA. The~ n1mbcr of ltued employees (wllhln lbe """'"I'll of 

section 414(11) or (o) of tbc Code) of cbo ~aDd ill Subslcll.arie:l cloca 1101 c:xcoed 10" 

of lbc aprq110 n•mbct of CIIDp~ or tbc Comp&oy IIIII lu SUbcldlarics. 

(0 All aaioDS required 10 be I1Dn OD bdiiJl Of Ill)' Employee Beocfil 

Pl&ll tb&l il a IJOC!cty>Jdcr of tbc Compf.Qy. ill onSet 10 df«n"'t lho Mc:rp or tbc ocher 

lrUISICUonl CW!!f!!IPllled by thb AJrcem "''· lhall bave been duJy autboriud by tbc 

appropriale ~ or IIICb Eulploycc BcDc1\t PlaA. 1!14 abaiJ COOipl)' with lbe lenni or 

lUCh l!mplo)'ee Bcadh P1ao. ERISA aDd ocllu applicable t&ws. 

SECTION 2.1$ Dele 10 Pmpcnlg. E.w:pl as 1C1 forth in tbc Company SEC 

Reporu or Sccdoo l .IS of die C«npay I>iacloluro Schedule, lhe Co~ aDd ~b of 1:11 

SUbtl4l&rica bave lood IIIII ladoreuible tlllc 10 all of !heir propc:nla aDd wea. tree aDd 

cl.ar of all EocumbnDcel, eJCOtpCliau for ~axes DOl ya due aDd pay1blo aDd NCb 

Encumbrmces or oc11a •rrecdoDS or title, lr &ny. u do 1101 :mtal&lly decr¥1 C.rom lbe 

value of or Wafae M1h tbc ~ we of lbe propcny afftclecl !haeby or wtUc.b would 001 

l'QJO!IIbly be c:xpocud 10 bavc 1 MalcrlaJ AcMne Eli'CCI, aod ClDXpC for ED:umbnlxca 

whlc.b secure llldcb!edDeu nfloc:led illlho Comp&Qy Inu:rim &lance Sbcct. 

SEC'nON 2.16 ComplW !dth yWJ: Lcp! Pmcqdlpg. (a) Nrnber !be 

Comp&IJ)' nor aay of Ia SUI»Id.Lvla b ill vlo~ or. or In d.:fault with re:spcct 10, &ny 

applicable SWUit, rqull%ion. orcflnuq, writ, iiUWICdon, order, j11dpn<.nt, detrce or any 

GovU'I:IIDCIUI 1 im)Se whi.cb vlolalioll or default would rcuonably be upcaed to bavc a 

Material Advme Etfcct. 

(b) &cqlt u ICI forth In lhc Compuy SEC R.tpons or Section 2.16(b) or 

lbe Compe.ay DIM'Iosun Sc.bednle, lben Ia 1110 order. writ, I$Dcd0n. judJIIICII' or decree 

OUIP"''1ina aDd oo lea&!. adm!nhtrllivc, &tbilnlion or other covemmenul proc""'lna or 

lnve~tlgatloo prrxtina or, 10 lhe Q!mpaay'a IU!owlcdJc, lbrtateocd. and t11ere an oo c:Jalms 

(i«ludlna IIIIUitmd d&l:ma of whlt.b lhe Company baa ~) aaalnlt or rclatiaa 10 lhe 

Company or aay of Ia Subslcll.arie:l or any of !heir rc.spec:tlvc propenlel. asscu or buslDcCUC~ 

11w would ruroaably be~ 10 bave a Material Advene Elka. 

SECJlON 2. 17 Brpkm. l!xcept for ABN AMRO OUcaco Corporation 

(" AACC'), 00 brolcu, fiDdcT or IJJvesliliCDl a.dvlsoT aclecl directly or lndl!eCtly u 5\ICh for 

!he CompaQ)', arry Sublidluy of tbc Ownpaay or, 10 lbe QiolllC)•ny's!Cnowlcdac. a.oy 

stoc:lcholder of 111c Cocqp&ny In coiiiiCClioo wl1b thiJ ~ or the Mercer. aDd oo 

brolc.er. finder, lnvescmcm advisor or olher Penon b end• led 10 Ill)' foe or o!htr commission, 

oc odla ~ In mpeec !hmof bued In &II)' way oo Ill)' ICI.lon. ~. 

atnJI&UDC:Dl or undecJW!dmc tabA or made b1 or on bcball or tbc Cotnpany. any Sublid.lary 

or the ColllpiDY or, 10 lhc Company's .Koowlcdac. any 11ockboldct of lbe Qlomplll)'. The 

Company 1w berelof- fumlsbcd 10 Parent a cocnplcl.e aDd conut copy or lbe a,rceme!Dl 
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between AACC and the ~ plllSIWiliO w1lich suc.b fi!ID would be enlilled 10 any 
paymt:lll reJatillaiO lho tn-ctiom COI!lmlpla~ hemuldu. 

S.ECTION 2.11 l!fcllcc!pt! Propgtt. (1) The O>mpany and/or ucb or lu 
S\lbsldiarica OWDI, or b lblllilld oc 04.bawbc posaeua lq&lly cnCorc.eable ri&b" 10 we, all 
paiCIIll. lndcmad:;t, u.de IWZKI, tavlce awts, c:opyrla:bb, and any applil:atlons tbm:ror, 
teclmology, blow-bow, CiOII!pltrr sottwve pro&naiS oc applbiJom and anaJble or 
' mnclhle Jllopliea.'y l.atormWoo or mtn!a) dw are wed In lbe bwlncsl or lho C«npany 
and lis Subridi&des u c:w:ra&ty co• t ned, nz:ept u 'IIOUI<I DOC rasoaably be <:JtPCCibliO 

ha~ • Matrrial MYme Bftoc:l. 

(b) ~~ u dlJclosed La Secdoo 2. 18(b) of the Compatly Disclosure 
Schedule: or the Coalptey sse Rtporu or u would noi!CUOII&bly be c:xpec:ced 10 !lave • 
MaterW Mvcne l!trcct: (I) 'Ibc Company b DOl, DOr wUI 11 be: u a retllll or lho eucullou 

and ddiVCJ)' of lhls AaJ'c:cmeat oc dlr: pctfOllll&llCC or lu obliptlons bercundc:r. La violation 
or any limlscs , subtkc:Dsa &lid ochc:r lll''""'tllta u eo y;blch die Comp&ny b a party and 
ponuaDliO wblcb lhe Cca!.puv Is llllbolized 10 11M any pa~m~a. tndem&rb, setvicc marts 
oc cop)'ripla OWDIId by odacn ('CoalpaAY lblrd·Pitly lll&tllccDIII Ploputy RJ&bu' ); {li) 

No claims wid\ rctpect 10 tbe palalb, reJisl=d and awaial WlfCpmm! uadcm:.rb and 
Je1Yk:e mari:J, rc:siJt.ued copyrialltl. trade DlliXI and 111y ~pplicalions lll=ror owned by the 
COIIlplll)' or any of iu Sllbsl41uies (lhe ' Company lD1Cil«lu.aa Propeny RJpu'), any trade 
KCret maceria!IO the COIIIPIIIJ, or Company Third Party JJlltl)ecan! Ptopo1)' Ri&hLI 10 the 
eltlc:lll uULaa ow of any UIC, RProdlledon or distribulioo of Company Third Pany 
lnlcllec:tual Propeny RJpu by or lhrouah the ComP'JlY or 111y of iu SU~idl.lrlea, are 
C\lll'C.mly pc:ndlnf or, 10 tbe Company's Knowlo:d&c, !lave been lhta~ by any Penon; or 
(W) 1be Company bu DO ICJIOwJo:d&t of any va1ld lfOIIIldJ for any bona (Ide claim& (I) co 
lbc effca lballhe 1&18, !l«nsq or uu of any proc!uc1 or service u aow sold, llwucd or 
wed, or propoced for Ale, llccllse or UK, by tbe Company or any of ILl Sublidl&nes 
lllfrinrcs ou &II)' oopyriJitl. p&ttm. uademadc, sc:tvicc aw1t or tnde seaa; (2) apbllc the 
UK by tbe Compa.ay or any of iU SUbsldlub, or lilY tndmwts, uade IWIICI, trade 

aecrcu, copyri&htl, p&!Ulll, leChnotoa;y, tnow-bow or compuca software Pt'OJRlllS aod 

applicadom used La lhe bwioe:ss of tbe CompaA)' or any of iu S\lbsidhries u currently 
roodnctcd or u proposed 10 be: coudurled; (3) cballcngln& the ownenblp, validity or 
ctrec:tivencss of any of the Comp1J1Y !ntcllcaual Propei1Y Rl&bJ:s or otber crade ltiCtCI 

OWcrW 10 lhc ~; or <•> cballcnciD& lhe license or IC!laiJY enforceable ri&lu 10 US<: of 
ComPIJ1Y Tbird Pany [nccllccmal R.iahCs by lbe Coaq»ny or any of ils S\lbsld.Luies. 

(c) To the Company' a Knowlcd&c. there Is no material uoautboriz.ed UK, 
infrlna=t:nl oc mlsappropNlioo or any of lhc Coaq»ny ln!&:Uc:auaJ Propeny RlJhls by aoy 
lblrd party, ini:Judins any tmp1oyc:c: or ConDer anployec of the Comp&oy or any or iu 
SUbsidiaries. 

S.ECTION 2.19 I111!!!Jrp;. The Co~ bu berecoforc provided ParcDl 
wllb uue, complet~~ and comet copies or all maccrial lire and asualty, cenual li• bllhy, 
b<Jiiness lncmupdon, product liability and other lnsuraoc.c policies maintal.ntd by the 
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~&lid Ill SUbsldlub. Ncllba mc Coalplay oor &DY or lu SUbsidlarles bu. since 
oacbct I , 1994, beal ckl!lcd or bid re>'Ob:d or~ aoy polk)' or~. 

SEC'IlON 2.20 CoMAn•' cc. (a) Sa for111 Ill Section 2.20 ot lbl Conlpl.ay 
DUclD~UR Scbldule II a coqllc.to aDd comet list ot e.eh of Cbe foUowln& a,roetne:~~U, 1eua 
aDd Olbcr lmlrUIIIalb to whiCh die Coa!JII.Q)' or ury of Its Subsidluies Is a party or by whlcb 
Compury or all)' of !Is SUbsidia.rb or lhclr rupectiw: propenla or aueu are bouod: 

(I) eacllsuvlc:o or olht:r JimUar cypc of ~Ill under wbkb aavlus 
are provided by Ill)' otbcf Pcr1011 10 !be ComJII.Q)' or IB)' or ita SUbsldlatica wlllch 
provide~ for • oweria1 dl&oae In lbe COli 10 1lx Compowy or ita Subsid.l.ules or IUcll 
JetVices or lbc cypc lbercof u a result of lbc tnOSK•Ioas co~.-~~~p~Aulc~ be:teunder; 

(II) each operadoa Jwe (u lwor, lwec, sublessor or subleuee) or any 
rul or I&JIIible pmom1 ptopeny or aueu dw Is m11....W 10 tbr Company &Dd Its 
SUbsldiarla Ill= es a wbolo wblcb provide~ !Of a aw:erW cbqe in lbc pa )'IIICJIIs 
made or ..-!val by lbc Compaoy or lu Sublid.l.ules, u lbe cue may be , u a ruuh 
or tbc 17'1-c:tiom coosempluecl betcuDder; 

(ill) eacll a~ Wider wbkh aavku are provided by lbe Coalp&Dy or 
aoy of ita SUbsldluiea 10 ury m.tt.crial cwu>mtt 'lllbicb provides for a lllllUb! 
dcucuc: in lbc tea clwpiiO IUCb CWIOttltf or a matc:rial i.Dc:teale in t.bc cypc or 
ldD4 of ~ 10 be !PfOVidcd by tbc Compaoy or ita SUbsldluiea wilhout a 
corrc:Jpondi.aJ &Dd approprialo liiCiU.IC In tbc paymenu 10 be received by tbc 
Compaoy or Its Subsidiaries, u the cue may be. u a I!'CIIIlt of the tra.o.DC:doru 
conwnplaiCCI ~ 

(iv) aoy ocher mated&IIJhXIDCll:, lease lDcl ocbet i05tiUIDall to wbich the 
Company or aoy of I~ SUbsld.larla are a party or by which they are bcNDd, wbkb 
provide~ for a oweria1 clwlce In lbe tcmu tbmof u a reault of tbc traDSaCtioas 
COteellljilAulcl bemllxlcr; 

(Y) each •1~ (h,..hu!l"& caplul lcaics) under wblch any mooo:y bu 
been or may be botrOwcd or loanod (Oiba llw1 ~ 10 cwcomen m.ldt in tbc 
ordinary coune of budncu coosls- '11\th put pracrlcc) or ury IIOit, bocd, indenture 
or otbcf evldax:c of IDdtbcrdoeu (ocher Ibm trade payable$) bu beal Wucd or 
wumed (otbcr lbanlhose UDd&r ~ lht:re rcaWil oo oaaoi.na obliaatloru of tbc 
Compaoy or auy oflu: SUbdclia.rb), &cd exb auanmy or IllY cvldc.oce of 
illdcbtedotu or Olba obUpioo, or of dlC DCt wonb, of aoy Person (otbct tlwl 
codonemcoa for tbe piii'J)* of collec:tloa In tbe onll.oaty counc of busi.Doeu): &cd 

(vf) ury aareemeot or ocher Wldct1atlna that rulrlt:u, In &DY material 
I'CipcCI, lbc Comp~~~y or any of ill SUbJidlaria from provici!Da aoy 
tclecommunk"lom IQVIcca, maaPllln &II)' tdeC'ommnnkatj.)m bwlneu In any 
t.enllory or ll.lrlna Ill)' cmplo)'ecs. 
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A comple~e and com:ct copy of eKh llltinen aJTCClMlll, leue or Olbcl type of documeru 
required 10 be dlsclovd put111&11110 lhls Section 2.20(1) bu been dell-=<! 10 Parcn1. 

(b) ~ •&J-, lea18 or OCher type or doauneol requlnd 10 be fiLed as 
an exhibit 10 the Complll}''l SEC Rtporu 10 which lbe Compuy or any of Ill S11bsidl&rles is 
a pmy or by Wlllcb die C-OIJIPIDY or IllY or ill SubddJarla or lbeir reapccllve propmies or 
assecs are bocm4, except for diose coLCa .. -u, tbe Joss of Wlllcb would DOl mJODabty be 
t.qlOC!ed 10 have a Mala1a1 Adveno Etrea (coDec:tively, tbc ' ComPIIIY ColllriCU'), Is 
valid, b!ndlo& 11111111 tull force and dfeca and Is enforceable b)' tbc Company or rueh 
SUbsidiary ID accorclancc with lu lelms. Ncilha die Comp&Qy DOt lilY rueh Sub&idlary is 
(with or wilholu die !Ipse of dmc or lho alvlna of DOtleo, or bolh) in brexb of or ID default 
Wider any of 1Jic ComPIII}' Colllllell, llld, 10 lho ComPIII}''J Knowled£c, DO cxber pmy to 
any of lbe ~ Cotllnl:ll is (with or witboullho llpsc of limo or the sivlna of DOC!ce, 
or bolh) ID b!Udl of or ID clefalll1 uader IllY of lhe ComPIII}' CoDCtiCtS. wberc such breach 
or dehuli would retsonahly be expcdcd io have a Maierlal Ad:vorsc Bft'cci. No cxlsdos or 
compleltd ~ 10 'flhicl:ll.bc Company or any of Its SubJJd!.aries Is a p&rty Is subject 10 
tcnCJotia!lon with Ill)' JOVemN'n!ll body. 

SEC'llON 2.21 Permili Autbgrintigm, ell:, All GovcmmcDial Liccnsc.lllld 
each OCher mau:riaJ approvll, :llllboriutlon, conseftt, llceasc, ccnlficall: of public co:tve
aicnoe. ordtr or ocher pennit Of all sovawuaca! qeneics, wbe1bcr fcdcraJ, Ita!>:, local Or 

forelp, ...,.. eSIIJ)' to tlllble the Compaey and iu SllbJidlarics ~o own, operate and lease lhc:ir 
propa1ies and aucts u and wberc sueb propenles and aueu are owned, lcucd or openled 
and 10 provide sc:mc:e and cury on lbcir busiDCU u prumtly provided and conducted 
(tolleetivcly, l.bc ' COIIlpany Permits') or required 10 permlll.bc con1iaucd conduct of such 
buslneu followlllll.bc Merger ID lhe IIWIDtt COI)!Iuctcd oa the cbt.c or thiJ Agrccmen! arc 
valid and ia good aandlng wilb the issuiDa ascncies and DOt subject 10 any proc:ccdlngs for 
suspeiiSlon, modlllcalioo or revocation, acept for such Compu~y Pcrroiu which would 001 

rusonably be ~ 10 have 1 Malmal Adverse Effect. 

SECllON 2.22 EnylrpnmcnW Manco. (a) Por purposes of this Agreemenr. 
!be capilllized tcnnS dellncd below aball have tbe munln&J uc.ribcd 1.0 them below. 

(i) "&virot~~MDIII Law(a)' IIIU.IIS all fcdoral, 11m or local law (including 
commo'llaw), SWUIC, ordin&ncc, rule, reJUiallon, code. or other requin:mcnl reJitlng 
to the envlroomcDI, oatwtl fCIOW'CCS, or public or employee bealth and u!ety and 
includes, bu!IJ DO! lim.iiCd 10 the Comprebenaive Enviroamanal Response 
Compal.salion and LiabWty Act (•CE'RCLA '), 42 u.s.c. t 9601 ~ ~ .• the 
Jhzanlow Maleriab Tnnsporlltlon Act, 49 U.S.C. t 1801 .c1 KQ. , The Resource 
Coascrvalioa and Recovery Act ('RCRA•), 42 U.S.C. !f 6901 c.& KQ., tbe Clem 
Water M, 33 U.S.C. Section I 12.SJ c.& WI· · the Clean Air Act, 33 U.S.C. t 2601 
c.1 KQ •• the Toxic Subsllneel CollU'Ol be(, 15 U.S.C. f 2.601 ~ ~· , tbe ou 
Pollution Act of 1990, 33 U.S.C. I 2701 U ~G~~ .. and tbc Occupatlooal Safety and 
Health M, 29 U.S.C. f 6Sl ~ Bll·• u sucb lawl bavo been amcndc:d or 
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suppltmer•ed. IIIII lbc Itl'!lotions pnm•lp""' pun111.Dllhmlo, and all &ll&loaow 
Stale Of local swutes lJld UlY appllcablc ll'lllJfer JhnJ!t:a , 

(II) '&virollllle1)1•' l'crmlta' IIIC&III all1ppi'O'VI.lt, aulhorludolll, CONe!U, 

pennia, ~Pose~, rqisUidoos ud ~ RQIII.rcd by any applicable 

EavJrocwncrcal Law. 

(Ui) 'B&zanloua Sublwlcc{t)' IIIWII, ~ llnlhadOA, 1'1)' fiammaNt 

~loclvu, ndloectlvc lllllai&ll, W'll rormalclehycle roam illluiAIIon, polythlorillaiOCI 

blpbeeyla, pettollam lOll peuolewD pWUCU (IAcllldflla but 1101 llmiUd to wasu: 
pcuokum ud pcuolcum produtls), Qldb.ane, buardcus lll&l.trllh, b&z.udous WUICI, 

poUUWll:l, a;>mm!nams ud baDrclolls or IOXk Sllbnaocu, as ckfiDCd In Of I'CJ\I)&Iccl 

Wldef 1Q1 ~pptlcablc EnviroiiDcJIIII Laws 

(lv) "Release" liiWIS IllY pas1 or prueo~ apWLaa. leaklna. pumpizla, 

J)OIIriAa. emla:Jna, empcylna, dlJcharalnc, ~. ueaplftl, luehlng, dwnpJna 01 

c1lspostn& or a Ha:tanlow Substuq 1Dio dle ~. 

(b) The Company lOCI t.ICb Sub$1dWy or lho Compaoy 1w obWntd all 

Envltomnental Pctmilldlat - rcqWrcc1 for the lawful opcntlooo or lu bwlnw except ror 
auc.b Eoviromynul Pamlll tbc Callun: or whkb tD obcal.o "1lWcc 001 reasoo&bly be expociCd 

to bave a M&tcrial Advcnc Effect. Tbc ~ ud ItS SubfJd.l&rief (i) - In COIXlpllance 

wllb all tenDS aod coadl!lons or their Eaviromnc:olal PmnitS aod of any appllc.ahlc Environ· 

~~~~~~ Law, oxecpt ror JUCh tlllure to be in C01J1Pii&ncc that would oot n:aso01bly be 

c.xpccud to bavc Material Advmc Effect. 11111 (U) have not rccch'ed written oollce or UIY 

ma~trial viola•ioo by or JJII.IICrial dlim aplDst lbt Comp&oy or lilY llldl Subsld.i.uy under 

UIY Eavirollmt""l Law. 

(c) 1be:re have bccll oo Releases. or lhrcatcnlod Rrlcavt or Ill>' Huardow 

Subswlcca iDio, OD 01' undu aoy or the pi'OpCrUea ownod 01' opcnled (or fomxrly owned or 

operaled) by lbe Company or ury such Sllbcldluy, in ury case In such a way as lb atilt &ll)' 

UabUity (toetudl"a the cosu or iDvtstiprlon 11111 rcmtdWloll) l.tDdcr uy applkable 

Envlronmenlal Law 0111 would n:asoaably be e:q~CCced 10 baVll 1 Mau:rial Advenc Etrcct. 

(d) Ncilhcr lbe C«llP'll)' DOr lilY of Ita Sublldlarlct lw bec.D Identified as 

a potcnl.ially •espoosiblc pany 11 1111 fodml or swe Nllloaal Priority Ust ("Silperfuod') 

sltc. 

SEp'JON 2:23 Ct!ll?l!lnt Acql!lsltloos. Secdon 2.:23 or the Compaoy 

Dl$elorun: Scbedulc be~eto coDI&Ins a complele and correct lilt or all arn:emcou (" Mqul 

dlloa Aareemcatt") ucculed by the Ownptny or ury of Ill Sl&bcldiarica since Oc10ber 1. 

1996 r-"N to wllida 121e CclmpiQ)' or UO' or 111 Subaicll&riu 1w a.cqulnd « ..,_s 10 

acquire all or UO' put or die ltoCt or UNCI (lacllllllflllll>' cu~omtr llsQ of UlY Penors. A 

eomptcLC and comet et1Vf or !NCb of die Aoqu.Wdoo AlfCCUICCJ!t bat been dcUvued 10 

PIJ'C'D1. Nr.itber l!le Ovnpa'IY 1101' UO' I\ICb Sllblld.luy has Ill>' fUnbu maiU!&I oblipdon or 

liability undu any of the Acqulsid011 ~ or as a ruult or !be ln!ISICdollS provided 
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for lbcteln, e.u:cpt u cletcribcd In reuonable deull In S«Uoo1 2.2.3 of the Company 
Dbclosure Schcclllle. 

SEC110H 2.2A Rppb and B"'9"U. All ANW•nn, boob, lod&cn &Dd otnclal 
llld ocher RCOCd.s prepmd &Dd b:pl by !be Compaqy &Dd Ia Snbsjdfariu have bcCD kq!c &Dd 

completed In all maraia1 rapccu, aDd Ibm are DO lll&l.eri&l inaccuncica or diJcrcpaDc.i.es 
almliiiCd or ~ llle:rdn. 

SllCI10N 2., l!!!mMI Pmy DI!IWi!!ool. Excepc as J.Ct forth Ill Section 
2.25 of !be Compeuy Dbdosure Scbedult or !be CompiiiY SEC Rqlons, sltlce Occobcr I, 

1996 DO ~ bu OCCIImdlbat WO\IId be requlzf4 10 be "PQnccc U a Cerulli Rclldon•blp 
or R.elaled Trannrdoo, parllllll110 llall 404 of Rqullllcc S-X proaw.lplecl by !be SEC. 

SECTlON 2.24 Oplp!gn or Fi111psia! A4m. Tbc COIIIp&ll)' bu bcCD 

adviled by Ita f!Nry:le! adYUor, MCC, to !be etlec:t lha1 In iu oplolon, u of 1he d.lle 

bcreof. !he E"'Nnae Ratio is blr tmD a fiD&DCial poilll of view 10 !be holden of Sbarea. 

SEC110N 2.27 Poolipr Manm. Tbc Company bu provided 10 the 

Comp&ll)''& !odrpendmr "CCC"niiN• all iofoonat!oo coo;cohc actions talceo or~ 10 be 

cU.zD by lbo C ''P'"Y en ~ of Ia AtNialcs 011 en befo~ Cbo d.lle of !hls ~ !hal 
c:oWd reuooallly be ~ 10 ~Y atrec:t !be ability of PIJall to aa:OWII for !be 

business eomblnalioo 10 be effeclcd by cbc McrJCf as a poolill;l of i.lumu. Tbc Company 
llu provided 10 Plmll aleuer from lhe Compu17's lndepeJldcu public ICCOWlWIU 10 !he 
c.ffCCIIhal, al\u review, IUCb accounnry• lr:llow of DO re.uoa rdatiq 10 !.be Company t!>•t 
sbould prcvau !he Puem frool ~ fen !he Mct~Cr u a ponlina o( lnlcruU. 

SEC'TlON 2.U BcriWJtjgp S!afl:mC!!!' Jajpl Pxoxx Slal.t!JKntli>.;IJX"'PII· 

Tbc inf("'!!lriOD Rppliccl by !be eq-y widl rapec!IO lbe C~ llld il:l SUbsldi&riu 
&Ddlhelr tespcQ!ve oaic:eu, d.ireaon, aiOC:I:boldcD aDd ocber AftUlaJa (colltalvtly, tbe 
"Comp&Dy IJI!Ol'IIWion") for laclwloo llllbe R.qlslnllco SlltcmcJ~ (u dcfUICd In Secllon 
3.23) sball DOl at !.be time !hoD R.eJiatrat!oo Snremm IJ clcdamS effective by the SEC contalD 
lilY 11111n1e 1Uit1DCDI of a nwuial fact en 01111110 11aae any ma!Uial f:act rcqulml10 be 11at.cd 
lbcteiD en nc:ttS"'Y Ill orda 10 malallbe llllemtn'l lhc:rcln. 1.11 U&N or llx: clm•mmncn 
uodu whlcb lbey were llllde, DOC mlsloadJo&. Tbc COIIIpaay lntormadon auppll.c:d by lbe 

CO!i!piiiY for ioclaslotl ill.lbe jollll proxy Utt"""'K'pro,pc:cn•e to be sc:01 10 lilt stoei:boldm 
of !be Compt.Qy Ill CO"" a ion with lbe mettiD& or !be POCirtw>llkn or lbe Comp.aay 1o 
cooslda lbc MCiJer (lbe "Compally Stoctt.oldcn Meedaa") &1111, it RqUI.rcd, 10 lbc 
stoekbolclcn of !be Pamllill COGiaeaioo wilh !be II.1Ce1lna or !:be scoctt.oldcn or lbc Pvcol 

(!be 'ParCSll Scoclcholclerl Meed!l,a' llld, IO&elber widl tile Co:IJIPlO)' SIOCldloldcn MKI!na. 
tbc 'SIOC.kholdcn MocdQp') 10 coDIIdct 1be Pamll Commoo SIOCk luuancc (u deCIDed In 
Scaion S. l) (auda join& PfOQ' a•wrnet!llprospec:lll.l u IIDC1Idecl or auppkmalt.cd Is retem:d 

10 bueln u tbc '1olt!! ~ S.,._ryiPtUijlC>CIW') will DOC, on lbc ~ !he Jolnl ProJcy 

Sta"mtl!!ll'rospec:aJI (en~ IIDCI!C!mtl!! lbmof or suppkmalllhonto) Is f!nt m&llcd 10 

llockboldcn, ar tbc time of diC SIOC"bolclcn M~. or ar me Etroctlve nmc. coataln UJ)' 

'"'~ whkh.. a!auda time aDd In IIPI of 1b1 cin:wns~&t~Cet Wldn wblch II Wll be made, 

ls r~ or mlslcadilla with rcspca 10 1.117 rnalnlal Cact, or shall omll co nue lliY maaerial 
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(ICI ~ Ill order 10 J:11U= die lll•rments l1lldc lllmiD, i.a llgbt or lbo ciralnuLIIICca 
utwkr whlc.b !boy arc m&de, DOt C:a1lo or m!Jleadlna; or omit 10 11ate aey mawial faa 
nccemry 10 comet aey auotcmenl Ill aey w11u eocnmunk:ltlon wl!h rapea 10 !he 
sollc!latlon of pJ1)lics for llle SIOC.tbolden ~op wblcb bu become WJe or misle3d!Ds. 
If at any 111111 prior to lbo Elfeetlvc Time lUI)' eveDl relalllla 10 the CompaDy !'r Ill 
Subddlaries or t.ttJ of lbelr respedM offical, dlreciOn, siOd::holclm or olber A.ffillalles 
aboWd be dllcovacd by the OwnpaQY wbltb aboWd be set fon!b Ill an llllCild.meDl 10 the 
RcJistrallon Statomelll or a supplemeDt 10 the Jo.illl Proxy S!IJemet!I'Ptospect~~~, the 
Company &ball pi'OIIlpdy iDCotm PUCDI. Tbc Joblr Proxy Sllumesli/ProspcciW &ball COUiply 
Ill all mat.cria1 reapecU with !be requiicmcus of the Sccurilica Act and the B•rbanae Act. 
NotWilbUaDdlDithe foreeoln&'. the CompoQY makes no 1ep1 e"' ••atlon or wamDty with 
re&}*tiO any lnformarlon auppliel1 by Parall or Mt:raer SUb wblch Is collllincd or 
lncotpOraled by MC'm!CC Ill, or NmiJbed ill COilDCdlon with the prq>.mtion or. the 
RcibttatJon Slatemen1 or die Joilll Proxy Sllrrmcru/Prwp«'nn". 

ARTICI.Em 

REPRESENTATIONS AND WARRANTIES OP 
PARENT AND MERGER SUB! 

P&ml1 and Mtr~ct SUb, joiii!Jy a.ad JCVcrally, bcrcby represent and warrant 10 
the Company that, cXUpt u set forth In the wriucn di.sc!= .Kbcdulc dcllvcnxl by P2R:Ill 
to tbe Company (tbe "Pamu Disclosure Scbedl•le"): 

SECTlON 3.1 CO!Jl9AJO Pmglp!lon. Pli'Cilll IJ a COtpOration duly 
orpnlzcd, validly cldsttna a.ad In aooc! alllldln& UDder the Laws or !he StaU or Delawsrc and 
has all requilite cocpon.tc power a.ad aulborily 10 own, opcntc a.ad 1cue 111 propert1e$ a.ad 
wets u a.ad wbcn: !he amc m owned, opcnlCd or !cued a.ad 10 condiiC1 ics bwiDess u it 
Is now beiDa condiiCII:d. Pm:al Is In aooc! JWldlna and duly qualified or llc:cnlcd aa a 
!orel,tn corporllioD 10 do buaiD"U In thole jwildlcllonl in which the locatlon or !he propeny 
and IWCtl oWilcd, opcra1cd or lcucd by Parent or !he narwe or the bullllw co.cd\JCUid by 
Puent Dllkea 1\lCb qu•Jif>ealio:o or 1lcensins IXttSPry, ~ 'Wbere the tallure 10 be ao 
qualified or licensed wou.kS 11011 reuonably be expeelcd 10 have a M&taW A.dvenc Elfect. 
Puent bu bcrctoforc delivered 10 !he Compall)' complete and com:ct coplet or Pamlt'1 
Cettific?.te of Incorporation lll!d By·law•. u •llli'11C!M to a.ad aa. in effect on !be date hereof. 

SECTION 3.2 c,mt&!Jmlpg {1) Tbc twthoriled Qpiw stock of PareD! 
cooslsta of 300,000,000 rbarcs of Parent Common Scoct and I:S,OOO,OOO &hares or Jmfemd 
stoc:lc. pu valiiC SO.Ol per shale ("Parent Preferred Sloct") . A$ of lbo date bercof. 
78.SS4,21• lban:s of Parent COO!mn Stock and oo shires of Puclll Preferred Stock an: 
iuucd and oulll&ndq. 

(b) All Olllllillllllnalhml or Pllf.lll Commqg S!OCIC an: validly iuucd and 
out.standins, tully paid and ocmnemblc, and, except u set ro:rth In Parcm's Certlficate or 
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SECIJO.N 3.3 Sl'bs!t!Jer!q. (a) Tbe Slllltldiariu or Paswatllllecl In lbe 

exhlbiu 10 l'lr=l't SEC Rcpotu (u ddiDed Ill Sectloa 3.1) conaLIIUU tile Ollly lllAIIMW 

Subsldlaria of Pvcot. Erocb Sbbcld.lary of Paral b a c:GipORI1oa clll)' orpnlred, Y'llldly 

exlstln& &lid Ill JOOd m""'aa \lllder tile laws of Cbe jwildlcdoo of Ill llxOiponllon aod b.u 

~ RqU!IIIe COrporaft J)OWCl &lid alldlod!y 10 own, opua10 llld IUM IU proputlu aod IINIJ 

u &lid wbcre lbe Alllt are OWDed, opm.led or leased by NCb SUIIJidl.uy llld 10 aondll(t lu 

bllllllcu u IIIJ DOW bel.Qa ooncfncted. &dl S11Cb SllblldWy II lo 10011 modq and ~y 

qualit!M or llcalled u a !orclp corporllioo 10 do bl&tlnw In each of the jurlldlctlona In 

Which lbe loellioCI of die p~ ud uaou owucd, opcraUld or la&Nd by •ucb Sllblldwy 

or lbe DIIUrO or lbl bwl.Dea condllcted by NCb Sllbaldl&!y mak.cJ audl Q\l&lltlutlon or 

lkalt!Da ooeenuy, CD:Cpt where t.be ~ 10 be 10 quaJined or llccnacd would 001 

rwoaably be expcutd 10 have a MalaUJ Mvmc Etroet. 

(b) Pvcol or a SUbcldJuy of Partnl bu aood a.nd valid lltlc 10 all a/Wtl or 

c.adiiUCb Sllbsidluy owned by Parcat or &DOtber SUbt.Jdlary of Pucnc, free allll tJur ot 111 

~. All of die OUlllllldiol &bam ot capilli J1ocl: ot cadi Sllbtldl&ly or Parcut 

uc: validly !Jsued, fully paid llld oon•ucuabt,, and tbtro arc no prccmpllwt 01 t lmllar rlai~J 

In rupor1 of 1111 &buu of eapilal 11oct of 1111 NCb Subildlary All or lbe ouuundLD, 
~hue$ of acb SubNdWy of I'II1::Dl WC1'C liNed Ill eomplw- whll all requlrUIIICU of all 

1pplicablo federal llld Jta!A: IICCIIridu la'NI. &cqn aa ace fonb Ill Secllon ) .3(b) ot 1110 l'arGnl 

Dbclomro Scbedulc, ~~ellher 1be Puall aor any SubJidl.vy o/1110 Parenl Owntl ll1¥ Clj)ILII 

stod: of or olkr equily ioltreu of Ill)' ldod or D.liiiR In Ill)' Penon. 

SECllON 3.4 No Cm!!mll!!!rnllto b rut P.pl!&l Swk OWer ~IAll punlltnl 

10 thls A,pu:mall aDd ac.pc tor lilt lfOd: opt1oas and WIIT&liU M( forth 1.o Se«loll l 4 ot 

!he Parmi Dbclolutt SdiOduJe and In Ibis Ap'~mc:tll, !hlllnl Ia no OUUUind.llljJ optioN, Wtr• 

rams, calli, coo\'Cfdble ueu.rtties or olhcl rfaW, q:rumcnu, commiiJJlcDI.I or uthct IN II II• 

menu punuara10 whlch Puall or lilY of iu Sll~ b or ~ bocoiiiC obiiii Kd co 

aulhotUc, lu4IC or lrulsfct IJ\1 11wu or 1u capiUIIIIoc:k or •111 olhcl equlry lnlfrut 

SEC110N J., AwbQdgrkm• frmUlQD end QclJxcrx. PutOI aod ~iff&U 

SUb eadl bas t.ll rcqlllllle aorpons.e power and •utborlly to w:QIUI and ~Uilvu and, auiJ.)t<c 

10 obllinl.oa lll}' oecasary ltockboJda l pprl)VIl wtth rupee~ IO lilt ~t&M~Ctlolll CClllltiiiJllm-<1 

hereunder, pedono ill ob!lpllool uodu chll Ap~~ TliO u oc:utloo, dtJiut)' and 

perform.a.nce of thiJ AJpcaMDI by Parco! and MeiJer S11b llld !he DOIIIWMIIIIOII by l'allnl 

or Mc.rau SUb of l.bc IDJIACUoas DOat.tmplaled buoby have betn duly tuLbolb~~tl by 11! , 

~ilc eotpora1e ICdoa 0111.bc pan of Puc:nc llld Mcracr Sub, uup~chlc llwl ac«l.hukleu 

or Puent may be roqulted 10 approve 1.bc Pt.ICIII Common Stoek h~t.IIOI Thll Aar«mtnl 

llu bcca dUly excc:uWS aod ckl!vcnol by Parent and MerJer Sub a.od. lllb}ecl 10 ouch 

ltDCicbolckr -wi'OVIJ llld up•mh~&lhc due tuchoriuiJoa, r.ncuduo tJ)(J dc!l•u)' by 1111 WWI 

putlcs bcreto, OOOJdruta !he kpl, vllld and bllldlnl oblt,adoa of PMIJJI and lritta~r Sub, 
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CD.!on:cable api.asl l'amlt aDd MaJer Sllb In accordm:e wilb ill cemu, except u Neb 

rnfon:cabllil)' may be llmlled by (l) ~ lawa aDd llm.Uar lawa affectlnJ ~r·, 

ri&JIU c-nlJy &Dd (ll) ltJIItll p!Uipa or equity, reprdleN of wbccbcr IACI10d 111 a 
pf'OCXA"dlna ill cquily or at law. Tbc slwa or Parent Com!I!Of) Stock ro be i.UIIcd u pan of 
the MaJer Coollderuloo aDd upoolbe cxcrc:ise of the S!Odc Options aDd W amnii have 
bceu dilly reserved &Dd aothorizcd for tm"ncc upon COMtmmatiou of the Mercer, &Dd wbc:o 

imled plll'liWIIIO &Dd IIIICCOI'CI&Dce wldl dill ~ or aucb S!Odc Opdoo or Wanuu 
wUJ be duly llJiboril,ed, vaUdJ)' !slued, fl11ly paid UJd DO!!UFNp blc abarcs Of l'amJt 
Comt11011 Slodc.. 

SECTION 3.6 Gsrtgw• ' ' ' Apptmla eM f ilion. No approval. 
au:lbo.riwloo. CCIIISCIII, llccnsc, clcanncc or order of. clcdandon or uodr.:.t.lon IQ, or fl1ina 
or rcgistntioo wllh, arry COftrmx'l•cat « rcculltory authority Ia requlml in onlcr (a) IQ 

pel111it Partm or Mqer Sub to COJISI'!J!!!!I"' the Mcracr or perform lu obligations under this 
AIJ=Illml, or (b) 10 preveulbo lamiDatioa of, or IDI!trially and advencly affect, any 
Go~ I kenee of PaleD~ or UO' of IU Subll4l.ulcs tc provide IIJ Rrvict• or C11JY on 
lu businea, or IQ pm'CIIl any JDIIr:riallou or dlsadYautacc to l'amlt's buslncu, by IQIOII 

of the Mercer. except for (i) filiD& &Dd ru::ord.q of !be Ccttlt.icatc of MaJer u requlred by 
lhc DGCL, (u) fillJIII &Dd olber RqUiml &nbmiufom IUldu !be HSR AU, (Ill) sucb other 

comcou, aulhorizltloDI, tUJnc, approvals &Dd rcpmauom wblcb I! not m.a.de would not 
reasonably be a:pcacd to have a Malcrial Adu:nc l!tfec1, aDd (iv) u ld forlb In Section. 3.6 
at the Pan:ot Dlsc:losun Schedule. 

Sl!CTlON 3 .7 No ConOjq. Sllbjca IQ compllaoce wilb any Govetn.a'.enl&l 
U«rucs desc:ribed In SecUon 3.6 of lbo l'amlt Dbclollll'e Sdledulc &Dd obl.llniDa the 
CO:tlSCIIU &Dd waivcn lbat are Rt fonh IIIII clcactlbcd In Sec:don 3. 7 of the P&mll Dbc.lorure 
Scbednlc (the .Privale Con.Rau"), Dcilha the eucutlon. ddlvct)' and performance or thb 
Apcc:meu by Pareu or MCJcr Slab, oar the CON>tmmatkm by Parent or MCI'Jtt Sub of the 
anonsacdons COIII.ell!plaled hereby, will (i} coaf!icf with. or rcJUit iDa breach or vlolalioo of. 
arry provision of !be cmificalc of iDr::orponllon (or &imllar orpnlza.tioDal clocl.lmtllc) or by· 
taws of ParaJI or arry of ill S~; (U) coatlia wllb. rault in a bruch or vio:.alioo or, 
give rise IQ a default, or result iD !be ICCtluUion of performancc. or permit the accdaal:ion. 
or perf~. Wider (wltdber or not after tbe ctvlnc or DOCice or bpse of time or bolb) 

aoy I!.DcumlJnnco, llOIC, boad, i!!!lcnn~. JIIUI!liY, lease, &cme, qteculC:IIl or olhcr iottru· 
ment, Wf!l, l.qjwlction, onkr, Juc!pru or ckcrec IQ wblc:h PareD! or any of lu Subsidiaries 
or arry of lheit mpcaive propcrtlca or weu b tubjea; (ill) sivc. rise to a docl&ntlon or 
lmpositloo of aoy EDI:wn.braocc upon I.D'f or lbe propenks or wcu or Pan:nt or arry or Ju 
Sabsidiarles; or (hi) impair P~'• bwioea or advencly affect arry Govemm..Dial Lic:cmc 
DCC"A'Y IQ enable PaJ'CIIIUJd lu SUbfldlaricllto CUT)' OD their busiDc.u U pmeuJy 
cooclucud, a>tcpt. In the CIICI of c:bulca (II), (W) oc- (iv), for arry c.ooflict, bcuch, violation. 
ddaull, acc:denllon, dcdandon, hnposifioo or lmp&lnncnt !bat would 001 reu.on>bly be 

~ to have a MaccrW Advax Etrca. 

SI!CTJON 3.8 S§C PJ!Inq. (a) The Parenl bas flied all fomu. rcpons Uld 
documen.IJ required to be nlcd wtlb lhe SEC 1locc JIIIU&IY 1. 1994 and hu 1111de available co 
lbc Company (I) iu Annual Rcpons on Porm l().K Cor the lbal yean ended De«mbcr ) I, 
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1m. 199S and 1996; (ll) Irs Quanaly Rqloru on F-o[lll 1o.Q for 111e qu.uterly periods 
~ t.Wch 31, 1997 and Iu.ac 30, 1997; (111) all p~ &UtaDenls Rlatina to Pucnl's 
meetioa;a of JlOCkboldc:l (wbedlcr IIIIIUil or spc:clal) bdd 11.oce IliJWY 1, 1994; (iv) all 
od!ler reporu or rql.sttulon IQI!l!DC"" (adler llwl RepoiU on Form 10-Q DOC refemd to In 
clalliC (U) above or on Form 8·K filed bofaro Jmwy I, 1997) tiled by Puall with the SEC 
&iDee Jamwy 1. 1994; and (v) all •mc:mnxm, &Upplemcu!J, exhibits and dOQimetlts 
lnccrpol'lll:ld dlcrcln by refcrcooc 10 aii~Ueb nporu and re&IJ1ndon StllcmeDU tiJcd by 
P&Telll with the SJlC (col.lecUYely. m. • Plmlt sec 11.1po1u '). Bx.cept u d.IJclosed 1o 
Section 3.8 or tho Pamlt Disclosure Schedule-, lbe Pamlt SEC R.eporu (i) were prepU'ed In 
atCOniaocc, &Dd complied u of lbclr rupcclivc d&la In all matmalrupccu, with lbe 
RqllimDeml of the Sa:uritlc$ Att or lbe Exchanae Att, u lbe we may be, &Dd (il) did nor 
11 !lbe time lbey were fUt4 (oc lt amc:oded or 1Upencdcd by a fillna prior to lbe d&lc or thlt 
A~. then on the dale of filCh fi1loa) cona.ln any IIDliUC stllcmcnt of a outerlal hoct or 
omit to ltllC a material &a required to be JWed therein or !!IWmry In order to make the 
srncmcnts lberdn, in dll: ll&hl of dll: clxmmsnrvs UDder wblch they w= made, 001 
misleadJoa. Pa.reot has filed with the SEC as cxhi'bits to 1be PamJt SEC R.eporu all 
agr:cemenu, COII!l'ICU &Dd other 4ocUiiieiiiJ or ~ RqUlred to be 10 filed, and sucb 
exhibits are comet &Dd complett! copies or JUdi agreeme:oiS, coulnCU and olber cloctlmcJiu 
or inst:nunmts. Nooe of Puent's SubddlArles is requin:d to file any forms. reporu Of other 
docwncnta with the SEC. 

SECTION 3.9 PjOJoc!al Sliltements: Absm:e of U!!dlg!os¢ Liabilities; 
Req!rules. (a) Parent bat beretofOR delivered 10 the Comp.u1y complete LDd correc:t copies 
of the foUowiq tmm:lal mtc:mentl (collectively. lbe ' Parent Fl.nlnclal Statt•mrnrs') , all of 
w1tic:b bavc been preputd !rom the boob and m:ozdt of Parent and Its Subsi<l~ In ~r· 
~ with GAAP consistently applied and nWntaiDed throughout the periods lndiea!.Cd 
(~cept u ouy be ind.lcateclln the notes lben:co LDd excepc llw the Wlaudltcd Pareut 
F'IIWICial S~&~c~DCDU may not Include all notca t.bcre10 required by GAAP) and fairly present 
1o all marcriat respects the fin>ocbl colldition o f Puent and Its Subslcl.iariu IS at their 
respective ~ 1114 lho mWII of ~ir opmdom &lid wb llowa for lbe ptriod$ 'ovmd 
tbaeby, cxupt thai Wlaudiled l.ntaim R&Uits were or an: subject to normal and recurring 
year-ax! adjusnnenc• wblch were DOt or an: not expected to be material lo amowu: 

(i) audJ.ICd consolida!.Cd babrn ibeeu 11 December 31, 
199.S and December 31, 1996 Uld audited coDIOiidated ftltements or locomt. 
cub tlowa and IIOCkllolden' equily of Parent and iu Subsldiuies for the lbcal 
yean then ended, .tud.itcd by Artlwr Andersen IJ.l>, independent ccrtirll>d 
publie ~; and 

(ii) "N""r'cd consol.kWcd bol•nce sheet (the 'Puent Inu:rim 
B•"occ Sheet ' ) of Pamu LDd i1s Subsidlaric$ u 11 Juoe 30, 1997 (t.bc 'Pan.lt 
Intc:rUn Baloan Sheet Ol!C 111Jd consol.kWcd swanents of Income LDd ca.sh 
floW'I for the three LDd Jbt mopobs !beD e'Ddcd, 

• 28 • 



• Ot1U i t7 THU li tH P.U JUlUIOOO 

Sucb IWIIIIIZIU of IDeome do 1101 contalD any lll&laW hom of special or nonncurrlrlc 
revcuuc or IDcomc or UQ1 maltri&l hem of reve2JUe or loc.ome not earned In lhc ordlnuy 
coune of bwiDcu, w:epc u cxpmJly 'f'C'cltkd tbcrel.a.. 

(b) 5xcept u and 10 dlt ext=~ rdlcaed or ructVed &pimt oo tbe P&lall 
lDICrim Balmcc Shea, aod w:cpc for llabilllia wblcb wiD 1101 bave a MaiCrial Advcnc 
Et!ca. DCilber Pu'CDl ocr arty of lla Subsidiaries bad, u or lhc Para~~ I.Dit'l1m Bai&Dce Sbcel 
Datt, arty llaliUIIJes, ckbu or obllpdoDI (Vibetber absolute, aocrue4, coorm,eo~ or 
olberwitc) of 1111 aaruns lbal would be ~ u of IUCh elite to bavc Oea! Included oo 1 
balJ.Dce sbect ptqlll'ed In IIO:Ord&.Dce wkb GMP. S~ tbe Pvcu!lnlcrim Il&laDox Sbce1 
Datt, DCilber Puem oor any or Its SUbsldlarics bas locumtd or ~ 10 exlst l11'f Uabili!y. 
debe or obliprlon (Wbdber ablolule, acaucd, coadJlccm or OChtnruc). c:x.cept llabililiea, 
deb( w1 obllptloDI!Dalmd ID u. ordiDaly CIOIII1e of biWDcu, c:oasiila» wi.cb pua 
pnaice, oooe of wblcll will baTe a M&lnia1 Advene Etlcct. 

(c) &.cept u set fonh In SccOoo 3.9 of !.be Parc:DI Disclosure Scheduk, aU 
rec.clvablel of lhe Parcol: and Ill SUbsJdlarics (illcludla& IICCOUIIII rec.clvablc. loLos rea:lvablc 
and adVIIICIN) which arc rdlec:fed Ill tbe Pu'CilllDteritD Bai&Dce Sbect, and aU AICb 
rea:lvables which bave arlsallbacafter and prior 10 !he l!([ecthoe rmx. bave ariJto oc Wlll 
bave arisen ooly from booa tide tnoPd!oaa in lhe OC'dlnaty CGW1C of busloca, lhe canyitlc 
value of such rea:lvablcs approdma11: lbclr bir marlt:a values and 8dc:qum ~ for 
~·s rudvablc:s bave bocu arablisbed in ..:c.ord&oce wilh prior pnaice and GAAP. 

SECnON' l .JO AbKTU of Ch.aom. t!xcepc as set fonb In Secl!oo 3. 10 or 
the Parent Disclosure SciiCdille or !.be Pmnt SEC Rtporu, since Jamwy I. 1997, Plmll 
and its Sllbs141arlca bavc co~ lhelr tupeetive bwi.Dwes on'y Ill lbe ordilluy c.oune. 
&lid odthc:r Pua!IDOr aay of lla Subfldlaries bu: 

(a) tmDlrllled or recd.-ed attyiiOilce of IUillinatioo or IllY mau:ri&l coo-
traa, ~, 1iccme or other IIJeaDCDI or 111)' Govt111111CDI&l l.icemc. oc JUtrcred 111)' 
damage, dcsaualoo or loss (\1/bc:lher or aoc covered by l.asutance) lbal would reasonably be 
e,;:pected 10 have a Matedal Advene Meet; 

(b) clw!&ed Ill)' &CCOWlling pnw:tlces, policles or p~ utiliud In the 
ptqiUilloo of lbe ~~~~ rtDlDCU.I Sw=cou, utqt as rcquln:d by OAAP. the SEC, lbe 
Filwlclal A~ StiDdanla Boud or u otbawUe set forth in lhe Para~~ SEC Rq>oru; 

(c) suiJerecl any tbanae. l:\'ent or condition tbat, In any ease or In lhe 
agarcgate. las bad or IJ re&SCn~bly lili:ly to result in a MaierV.l Adverse Ell'~ or 

(d) trllCTecl into any aareemem or modo any commlanent to tan •ny of the 
types of acllon described in ru~ (a) throuch (') of !hi. Scc1lon 3 10 

SECnON 3. 11 Tal M•nca. (a) Parm on beball of iuclf and all or its 
SUbsid.i&riea hereby represerU lbac. ocber dw> IS diadoiCCI in Scctioo 3. 11 (1) of the Pa.relll 
Dircl~ Scbeclulc or lhe Parc:D1 SEC R.cporu, Parclll &lid Its Subsld.iaric.J blvt timely filed 
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all Ullited Swca Cedml ID:cme Tax R.clunls &lid aD 0C11r:r maiA!tlll Tu Recurm required 10 bo tiled by diem. AU mch Tax R=ms ue complcle &lid cocn:>ee La all I1IIIC:ria.l rapccu (cxccpiiO lbe emu a n:rctYe baa bocD a~&bllsbod u rdlcae4 La lbe PveOl Lalaim &lance Sboct). Pamllllld ill Subsldlatlcs bave llmtly p&l4 llld clltcbarpl all Taxa dlle La coiiiiCI:doo wllll or wilh rapca ID die perlocb or trmfiiCIIocs covmd by mch Tax R.c:alms llld have paid all OCIIef Taxa u ue clue, c:=epc 6UCb u ue belli& COIIlaUd ill JOOd f&h.b by appropriate proccediqp (lXI die c:xtE:DC tbai&IIY mch procw:dtnp 11t reqWred), llld Ill= lit 110 ollxr TllW dlat would be dlic If we.rted by a laXlaa 1111bari.ty, cxc.tpt wllb rapca 10 wblcb Pamll b malrpfntna n:rctYea llllleu lbe W1uR ID do 10 'WOUld DOC bave a 1'-btcri.a.l Advenc J!tfea. llxcq>c 11 does 1101 Lavolve en would DOC result iD liability 10 Part:at or IllY of ill Sllbsl4larlca lbal wou14 bave a Mllerill A.dvene Eftec:l, (i) there 11t DO tu lleos on Ill)' asseu of P&RD~ or lilY of ill Subtldlarb; (ll) lldlbcr l'amlt DOC any of Ia Subridiaries baa lfiJILCCI arry wamr of lilY JtallliC of timlutlom wllh rapca 10, or any exu:mioo of a pcriocl for lbe useumem of, lilY Tax: (Ul) DO ~ (or WlteSUVCd) clefidc:oda for Taxa bave bcCD cWmDd. proposed en weAed by IllY tuiDa or odx:r aovernmeott.I~&~Lborily wilb rapca 10 ~nt or any of ill SUblldlaties; (iv) lbae arc 110 peud.iDa or, lbe Parcnl'a Koowlcd,e, lluulalcd milia, I.GvestJaadoN or cl&lms for or re1aiJDa 10 any lbbUity La reapct( of Taxa of Parelll or lilY of Its Subddiaria; llld (v) Dcidler P.artn~ DOc arry of IU SUbslc1bric:s bu I'CIIjlle$led lilY c:x~a~~lon of dille witbln wblcb 10 file Illy curren!ly unfllcd Tax Recmls. The ICCNill a.ad n:rctYa Cor Taus (inr:ludlot ddmtd !aKCI) reflcacd In the PareD( IJUrim Balance Sbcd arc lo. all matcrbl rrspt"' ~~ ,, .... : ro ovr all laxea aa:nl.tble throu&b lbe dale thereof (lnr:1uc1iQa Taw beiDa contatecl) In acco~nce With GAAP. 

(b) P&I'C1ll on beh.lll of iualt and all liS Subsidiaries betcby represtn~J !bat, oilier tlwl u c1lstloled In Sec:lloo 3.11(b) of lhe PUUII DlsclollUC Scbc<lulc or lbc Parent SEC Rtpozu, llld olbu lba.D witb RIJ*lto ltm.t the l.oacwtw:y or wbkb would 001 bave a ~ Adveno liffeea: (i) arilber Pamll oor aoy or Its Subslcharia is obllaatcd under any ap-ccme:~~~ wltb respca ro loduluial dcvelopmall booc!J or odx:r oblipllocu with rcspcd 10 wbiclllbe ~ from pt Income of lbe bolder for fcdenll or IWC Income W pucpo6Ctl could be a.ffcacd by tbe traQSaCtioos GOOielllp~ btmmdcr. (II) odt.ba Parm aor any or Its Subsldiarlea Is, or bu been. a United Swea real propury boldloa corporation (u clefuxd l:o leetloo 897(c)(2) of lbo Code) cSurioa !be applbble period speclrled !:1 RCiloo 897(c)(I)(A)(ll) of tbc Code; ('Ill) ocllbcr Parenl nor any of lu Subskllarlea baa lllcd or been locbldocl La a combined, coNOlid&lcd or unitary rdUru (or wbltwbJ equlvalcollbaeol) of any Pa:ICXI Olber dlalll'vcrll U1d Ita Sllbsldiuiea; (iv) neilbu Patc:llt oor any of I.U SUbsld.larlu Is liable for Taxa of Ill)' Pcnoo olher thU1 PuCIII and iu Sub$1dl.uics, or currenlly uodcr aoy ccmti'KIIIal obllplion to Jndcmnjf}' IllY Pe:aoo with rupectto Taxes, or 1 pany ID aoy W abarioa apecaiCll or arry oilier IIJ'CGDeDI provldl.a& for pi)'IIYDIS by Patent or aoy or Ill Subsldlatlcs with respoct ID Taxes; (v) w:epc cntltlea lbo bendkW owomblp of wblcb Is wboUy owned b)' Pare:nc UtiJ/or Its Subsidlarles. oelfher Pam~~ nor any or Its Subsldl.tritt u a pany 10 lilY joio1 VCUI\IIe, panoc~ or other anqcmco1 or colllnCI whlcb could bo lrta.ted u a putii0'1hlp for Ua.l!Od Swa fcdcnl Income tu P"fl''OI: (vi) odtbcr Pare.ot oor any of ill Subsldluica u a pany to any •crccment. cootn.el, ~ or plan lhal would raull (takiG& l:lto aocouo& !be !AIIIaCI!ons comunpl.tlcd by lhls ~). sepanldy or In lbo agreJatA:, In tbc paymc111 of any ·cxc.css puacblltA: 
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p&)'IMIIII1 wlthla the rnetltli.Da of MCtloD 2100 of the Codf; (vii) the priw for any property 
or~ (or for die we of property) provided by Parenl or lilY or lu Subddlar\es 10 any 
olber SUbsidiary or 10 ~be P&relll ba~ boca ann's kQath prices ddmuilled usm& a mccbod 
permiliCCI by the Trc:uury 1tqulalkms UDder sec1loo 482 of the Code; (viii) ocilbu Paral1 
DOr lilY of lu SuN!d!erla Ia a "COOl' ••loa corpontioo" UDder JCdioo 341(0 of the Code « 
&QY cormponc!q provisloo of swe. local or :forelp taw; (b) oclrha Parent oor any of 111 
Subllc1larles bu llllde an elecdoo « Ia requlrod 10 ttut &II)' of Its &AeU as owned by &DCJlber 
Penon for fc:dcniiiiCOIDO tax purJIC)o* or u IIIX-exti:Qpl bond fimoced propmy or tax· 
eumpt use property wlllWl the mem'oa of ICCOoo 161 ot die Codo («lilY COIICiJK"dlrw 
pro...Uklo of ~~a, local or fore!ID 111t); IDd 00 l'mlll Is DOlan iDvMD~a~t company wtlhln 
tbe me•n'lll of ICdico 368{a)(2)(F)(IU) of die Code. 

SECI10N 3.12 Reladoru wl!h P.mploym a!¥1 Salc.t AJIID!I. (1) Euept as 
1e1 forth In Seclloo 3. 12 of the Pamll DbcloNrc Scbedule: 

(a) No collccti~ ll&rp.iaiQI q:IUIII(Ill wilh n:lpCd 10 tbt business of 
Pare01 or &II)' or iiJ. Subsldlarlcs is ama:cly to effca or be inc rqotialed. N!!l~ P&rc01 
nor lilY of lu Subcldlula bu &PY obllplloo 11:> zqotlal.e any NCb collectiVI: bupinlna 
lpecmenl. 

(b) 1btte a.re DO llrllca or wort stopp~~cs peodloa or, 10 Parmi's 
KDowlcd,c, lbrulaled wilh rcspca 10 die cmp loyca or P&rall or ury of iu Subcidiuies, DOT 
bu any JUclllllib or wodt ~ occuned or, 10 Puclll'a Kaowtoclcc. bc:cD lbrater:ect 
siDoe Ja.nuuy 1, 1995. Tbett II DO reptca~alloo clalm or petlllon or C{)mplalnt ~oct!Qa 
befon: the Narlona.l Labor ReWioas Bovd or any 1111c or loa! Iaber aaency and. 10 
Pa.renl's KDowloclae, oo question CIODCClii1D& rc:prcsa~U.tioo bu bc:cD rt1sc • or threal.eoed 
since 11111W)' I, 199S rapca.ina the cmployla of Pa.re01 or Ill)' of iu SUbcldluies. 

(c) To Parenl's Kllowloclae. DO cbarces with TCIJ)CICI fO or re!atlo,a to tbe 
bwiDcsa of Pareu o.r lilY 111 SUbcldlariea are peod'oc Wore tbe Eq\laJ Employment Opponu· 
nlry Commission. or lilY Jtatc or local *'tiiC7 responsible for tbe prevenllon or Wl!£wful 
cmploymenl pnc:dca, wblcb W<lUI4 rwooably be upecled 10 bave 1 MaJmal Advme 
E.Uect. 

SECI10N 3.13 l!g>sfit PIUD. (1) Complete and c:orrca copies of 111 
materlal writu:D Employee Beodit Plw of Puelll and liS Subsidiaries bave hem filed u 
ellhi!llls to tbe Par$'1 SEC Reporu. 

(b) No Employee BcDdlt PIUI of Pllelll or any of Ill Subsldi.&rle$ is, and 
DO cnatcrW employee beodit plm !ouocrty ma\mioed by ParClll and/or any of iu 
S\lbsidi.uics WU, I "dcfillod benefit plm" wilh1o lbc !QC.InlDI of loCCtioo 3(33) of EIUSA 10 
whlcll BJllSA applies. Nehhu the Parenlooc aDY of Its SUblldlaries bu cvrT colllribuled to, 
or wllbdnwo In a complete or panW wl.lbdtawal from, any multlcmploycr pllll (wllbln the 
me•nlaa of SUblltJe E or Tilk IV or EIUSA) or lncumd collllnceu llablUry uodu section 
<4104 or EJUSA. 
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(c) Eadll!lllployl:c llelldll Plao of Pareu &l1d ill Subsld.luica (and ~ 
rdWid lnlll., iDiuraDce UOJw:t &l1d flmd) Is ill COIQpl~ Ill all m.ucrial rupccu In rorm 
&l1d ill opc:n.tioa wkh aU appllcabla ~ of Applicable llcDeflll Law (hxlud.ln& 
ERJSA and the CocS.), and b beiDa edm'nlacmd ill all INitftal rupee~& ill acc;onSanco with 
all relevam pi&D """""MMII'I to tbo alal e(>l!tiwnc wllll Applicable BcDe1111 Law. 'l'bcte has 
betn 110 pmblN•td 11 11IOII"ttoo wldl nspecc to lilY Employee Bm:f!r Plan of Patall or ltlY of 
lu Sublldiulu wtlltJI WOIII4 rauh ill lbe iqlollllon of ltlY ma1crla.l ~ cxdte cu. No 
Employee Beat& PlaD of Pamlt or &II)' of ill Subtldla.ricl b Ulldct ~ or audh by 
!he ~ of lAbor or lnlerml Rnau Semc:e odll:r IbiD u pan of a I'OUiiDe tu &Ddi1 
of Para1t. Tbcre art 110 lcpl ac:dom or auks P"""'illa or, to Pamll' • Kaowlcdae. thrcalulcd 
aplmt 1111 l!mplo7• Baletil PlaD ot hrcta or &II)' of ill Subsidiaries or dx awu of aey 
IUI;b Employee Btlllth PlaD or a,plalt Ill)' tldlltiuy of IQ)' I\ICh Employee Balcfit Plan and 
Parem has 110 Kaowledac of 1111 tacu lhat 00\lld &ive rise to any such aaioau. There tw 
been Cull c:omplla.aoo lo aU awcrialrupecu wlllllbe notice and cootl.owlloo rcquuemeuts of 
J«tioo 498GB of lbe Code IR)llcahle to 1DY Employee Benefit Plan of Parent and lu 
Subslcliariu. 

(d) The CODFrmmar!oo of cbc Mcracr or aay oct.er ITIIIU.Cdoa coDICmplaled 
by lbia A,l'CCZDCIII, Ill a.od of kid!, wiliiiOI raull ill a malnl&l iDcnue In the MIOIIDI or 
c:ompeosatloo or t fta or aocektua lhl 'IUiiQI or t1m1r11 of .,.,_u ol any bcocfiu or 
compenwioo pl)'lble lllllkr Ill'/~ 8nldlt Plao Ia respca of aey e~~~ployce of Pan:nr 
or aey of 111 Subcld.lar\u. 

(e) A1 no time wu tbe OJ'I'"'"MG of Plmll or any of 111 SubsldLui~ 
has lliiY C3lliry (other lhllll Pare.ol or any such Subddl.uy) bcal an 'ERISA amllato• or 
Pm:or, any such Subsldluy, or both. 

SECTION 3.14 D!lc to Pmprah. Except u act forth ill the Pan:ot SEC 
Reports or SccUoa 3.14 of the Parem Dlsclosvte $c;bcdulc, Parc:ut &l1d eKb of iu 
Subcldlules have J00C1 &l1d ioddcuiblo tllle to all of tho:lr propcnlea and weu. free and 
clear of all ~. cxtq)llials for taxa DOt yet due &Dd payable and AKb 
Encumbn.Dcea or ocha lmpcrlocdons or titlt, If IIJ!I, u do DOC nwcri.ally cSetracs from 11x 
value or or IDielfue witb the prescu we of lbc propeny all'cctcellhacby or whldl would not 
reasonably be expoc:ted to have a M&leti&l AdYmC Ef(cc;t, &l1d CXA:Cpl for ""'umbrances 
which ICCW'C indebl.edlleu renCCIOd ill the Pam~~ lnurlm Bai•DCA Sheet. 

SECTION 3.15 Complbrr.t; wl!h Ywa: kol Pm qdln11 (a) Neidxr 
Pamu DOt lliiY of ill SUbcidluics Is lo violadoo or, Of lo default witb reJp«\ to, any 
applicable SWUIC, repl&doa, ordinana:, wril, ln,jlmcdoo. order. ~Ill. decree or any 
Go·•c!lh ental I "- wbkh viol&ricm or cldault "''lUUd reuoo.ably be elq!CCUd to bavc a 
Mau:rW Advcne I!tfott. 

(b) E.tccpt u a« fonh ill the Parmi SEC Rq1ona or Sccdon 3. lS(b) or ~be 
Parent DisdoiRlre Schedule, tbc:re II no order. writ, IJUI!IX"Ioo. judp.tDI or decree 
oorstAndlnJ &l1d no lcpl. admln1untioc, atbluarloa or other petim:Dial proceecllo& or 
investigation pcndlnJ or, 10 PollUll'a K.oowlcdae. lhlcarened. lad lbcre are no cla!nu (In· 
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cludllla Wl&QCft.ed cl&lms ot wblcb Parent bas Knowledce) avJmt or ~ to Pamlt or 
IllY of lu SubfldiuY.. or IllY of lbtll rupotdn propenles, aueu or buslncasc:s that would 
reasonably be expc c~ to haws a M.ti.Crlal Advtne Etfect. 

SEC110N 3.16 Jlmkm. BxCip( foe l..chm&D Blocbm. DO brolu. 6Dkr or 
lnvc:stmt:U lldwilor ICII:d 4lrecdy or ID4lnldly u such for Plteu. ~~zy S1lbsid.luy of P&rall 
or, to Puellt'alCJiowlod&e, ~ ROCkbolder of Pa.reot In coi!OCCtion whb lhLI Ap-ecmm~ or 
lhc Meraer, &lid DO bcom, ftl*t, lnytsnntn! lldYbor or olbcr Penon II mritled to a.oy fee or ocba c:ommlu!oo. or odle:r rtii1LIDel'1lll iD rapca lbcrcof 1wcd In any wrJ oo ~ act1oa. ~ UJIQiQIIiU or llllduJim!.iQa l&kal or mldc: by or oo bcba1f of P&rall, a.oy Sllblidiuy of Pare!!! or, ID Paren!'a Koowkdae. a.oy fl«kboldc:r of lhc Parmi. 

SEC110N 3.17 ImdkmY' Pwrrny. (a) Pam:ll andloc etch of 11a 
Sllbsidi&rics owm. « b Jlccmcd or Olbawisc posJCS~CS leplly cnfonzablc rishts to we, an 
palc!!IS, r.ndtm•rb, In& II&IIIICI, ICrVice uwb. copyrialla, and any appl.lcadoDs tht;re!or, 
tcchnolol)', know-bow, compu.tcr aol\ware proJrllnl or applleat!Qm llld Wl&iblc or 
ln!Jn,Jible propriecuy lntol'lllllioa « IIIIIUial lbtt are wed In &be bwlllw of ~!!I and lu 
Subsldluks u camu.ly coad''Cied, ccept u woul4 1101 reuoo•bly be expt.aec1 to have a Material Advcae Etrect. 

(b) EJtccpt U' dl!clcwd ill Scctloa 3.17(b) o( 1:hc Parmi OIICIOa•re 
Sclwcb!le or lbo Pamlt SEC Rcpocu or u would oot reasooably be c;qx• •• d to have a 
M.ttai&l Advcne Etfocc: (I) Pln:DI II DOt, DIX wf1l i1 be u a result of lhc c.ucutioo an:! 
dctivc:zy of thia AcJcc:mcat or lhc pafOI'DWICC of ill obliratloos bcrNodct. In violation of 
any licensu, rublicc:zlsa and otbct llfOCIDCDIS u to whlcb Pamu 11 a pany and punuan1 to 
whitb Parcul is alllboriz.cciiO IIIC &DY plllttlll, lrldcma•b. acrvioc ll1llks or copyriabu o'I/Dtd by olhcn ("Pare!!! T!Wd·PIJ1Y tc~•Hecnml Propa1y Rl&bU"): (II) No cWma with 
respect to lhc p~ICIU, re&lstettd and mauria1 UDreJimrcd t:radcawb and K~Vice maro, 
reglttercd copyrlahta, rnde namca and any applludons therefor ownod by Pare# or any of 
ill Sllbsldlulcs ('Pare!!! Inrtlltc:lllal Plopaty RJ&bU"), a.oy trade tOCret llllleri.al to Parclll, or 
P&Jalllblrd Puty rw•kcna' PaopaiJ IUcJus 10 lbe Cllall utsi.Dc WI of &II)' use. 
rcprtv!nctioo or disUibulioo of Pare!!! Third Patty lD!dledll&l Property Rlpu by or chrou&h 
Parctll or Ill)' o! lu Subsktlarle$, are aureuJy peodl'\J or, to Pw:nl'a Kuowlcd,c, have 
been lhre.llCDCCI by IllY PUIO!l; or (UI) Parw hu DO !Cnowled&e of a.oy valid pound~ for 
a.oy booa Ode cWma (I) 10 lbt cftect lila% lbe sale, llcemln& or wre of a.ay pr~ or lctVice 
u now tOld, lirrnJCd or IIIOd, or propoted !or u.le, liceDIC or usc, by Plmll or a.oy of Its 
Sllblidiarics inffizl&ca oo lilY copyrl&bl, palall, ua.clemuk. acrvla muk or tndc 1CCI'Ct; 
(l) against tbe we by Pan:ol or a.oy of Ill Sublldlaries of lD)' tndelnalts, r.nde IWIICS, trade 
SC>Cfets. copyrl&bU. pa~a~~~, t«hnolol)', lalaw-bow or COIIIJIUia 110ftwarc proJI'UIIl and applicuions llled ill the bo"'"H! of Pamrl « Ill)' of Its Sublldlariu u c:u.rrelllly coaducltd or u propocod 10 be oonc!o'C•ecS; (3) c!Jall«nlial lbe owoenlllp, valldJTy or efTectlveoua of 
aay of PIIU.llaWICCIIIIJ l'ropcey IUJW Of Olbtr trade IOCRI m:&lerlal to Parent; or (4) 
c.halle~ lhc llcmac or leplly al!or=able riah& to we or P&mll Thlnl Pany laWIOCGIII Risbls by Parcul or Ill)' of ill Subsldlarics • 
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(e) To hrcnJ '1 Knowledge, Ibm II no maltrial UDlUlborlud uu, 
latrl.o&em&D& or mll&ppropriatlon or any or l'llralt l!!lrHectn•l Propeny RigbU by any third 
pazly, includloa Ill)' employee or fOimU employee or lbe Puenr or any of its SUbll4i&ries. 

SECTION 3.18 Qmgyu: ctp. (a) Each·~· leaJe or other rvoe .or 
doo!!T!C1!J rcqWroclto be filed u ao e.xhihitto lllc P&rall'a SEC Reports 10 wblch ~ or 
uy or ils Subsldlarics Is a party or by wbkh PareD! oc any of lm SubsldlariC$ or lhocir 
re.specdvc prcpcn.lca or WCIJ ~ bound, exoepc for ~hose COOiliCI.t, lllc lou of which would 
oot rcaaonably be upo:ICCito bavc a Maacri&1 Advme Etrecc (colle«ively, the ' Pareot Con· 
triCIS'). Ia valid, biDd1l!a 11111 in fiill force aor:l etfecc 11111 u enforceable by Parent or nsch 
Subsidiary in~ witb Ill terms. Nellbcr Pumt oor any IUCb Subsidiary II (wilb or 
wid!oullbe Ltpse of time or the Jivina of DOtioc, or boch) iD breach of or In default Ullder 
uy of the P&lllllt comr.cu, &nd, to Plrelll'a 'XIIowlcdp, no other party to IllY or the Pare111 
Co.lllnQS Is (wllh or without lbc Ill* of lime or lbe atvlna o.r DOtlce, or boeh) iD breach or 
or In default under Ill)' or tbe PutDt Conlncu, where IIICb breach or default would 
ftllOflibly be~ lb have a MalcriaJ AdYCDoC: E!Iect. No cxlstlng or completccl 
ag;n:c:men1 to Wbldl Pareot or any or Its SubJidi.ulcs Is a puty Is 111bject 10 tmeJOtiatlon 
wilb my go~ body. 

SECTtON 3.19 Pmnlts. Aluborip!lons. etc. All GoYCT~~~Denlll Ucense1 :and 
each oebc:r IDiterl&l approval, autborlutlim. ooasent, IJcensc, liCltltlcatc or public conve
oia¥e, otdeT Of ot.ber permit O( all £OVCUIIIICillll 1£tDCle&, whether federal, IUIC, ioe&l or 
fo.rciiJl, mcranry 10 tlllllle Parent aDd its SlibsicliaM 10 own, opentc aDd lcuc lbelr 
propenlcs 11111 wea aa aod 'lllbue IQCb prope:nies and wets ue owocd, leued or opcntl:d 
aor:l 10 provide sctVIc.e and c:any on tbeir bwineu u presently provided and conduclcd or re· 
qu.iml to pennit !he collllmed coadua of such business follow!Ds die Merger 1D the m•nner 
Clnlduc:lccl on !be 4&l.c of this AiJecmc111 (coUcahod,y. !be • Pacelli Pennits') are valid and in 
good staodlng wl1h the issuJns I£CIICIC$ aod 0101 subjcclto any proc:eedlnr& for llll]X1Uioa.. 
mod.lfica!loa or revocadoa, ClCCPI for IUCh Parent Pumits which would not reaaonably be 
cxpcc:u:d 10 have a Matuial Advenc Btrcct. 

SECTlON 3.20 fnyjrpnmcpql Menm. (a) Plmll aod c:ach Subsidiary o! 
Puent hal oblaiDed all ~ Permlr. that are required for the lawful opera!lon of its 
bu.liDeal cxccp1 for such Envlrt>rmvrual Pmnits die !allure of wblch 10 obWn would 001 
rcason•bly be cxpectcc11o have a MI1Crial Advenc Elfect. Pacelli aod ila SUbsldluica (I) are 
in compliance wllb aliLCI'IIll aod coaditloas or their fnvlroi!!IIM!!ai Permlts and are in 
compliance with aod DOl in defaull Wider any applicable Envlroomcoca! Law, cw:cpt for 'ucb 
failure 10 be In complim:e lbtt woWcl DOl reuonably be cxpeded 10 have Maa:ri.al Adverse 
Etlrect, aDd (il) 11.\YO DOl received wrillell nodce of any ma1Crial violallon by or mll.eria.l 
claim aga!Jut Parclll or any mcb Sub04lary under any Envtroammol Law. 

(b) There have bce11 DO Rei~Wa or lhrcatCDcd Re!euu of any Hu.anlow 
Su'bsta.accs (I) lniO, on or Wldcr aoy of die propenla owned or operaiCd (or fol1Jlaly owned 
or opcntcd) by Pare:n! or any IUCh Subddlaty In such a way u 10 creace any UabUiry 
(LDCludlng lbe costs of lnveallpllon or remedladoa) under any appiJcablc EnvironmenuJ Law 
that would reaaooably be cxpcx:ud 10 have a MatcrW Adverse Elfect . 
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(c) Nd~ die Pamll or Ia Sllbaidlariel tmvc bcco ldemtied u a 
polttllially rupcxuiblc puty at any fcdml or &wed Natloll&l Priority UJt ("JUPCrt'wld") &ilc. 

SECTION 3.21 Bgnb end Bcma1a. AU aw-11!11, boob, lodacn and oll'lcial 
and otba RCOI1II prepared IUld la:pt b)' Putu aod IIJ Sllbtldladel bave been Up! and 
completed In aU lll&ll:rial•c'l* II, aDillbr:rc a.rc DO material iDia:uncla or d.ilc:rcpaDcles 
cow!rwl or refkcu:d 1hudll.. 

SEC110N Ul Pppllpr Mettm. P&relll bu ptOridcd 10 Pata~~'a iDdqlcDtlellt 
KCOUIIIaDU aU IDCorm.adoG CCdX• t • •"., ICtloos 111ct11 or ..,eec!IO be W:= by Parcu or any 
of lu A15llaces oo or before die elate of this Ap"l:allallll!ll ~ ~ly be ~eel to 
ldvcnely atfcct tbc abillly o! Pamll10 ICCOI'DI for the buslneu combination 10 be ct!cellld 
by ibe MeiJer u a poollna of inlauts. Pamlt baa provided C«npaay a kacr from Pa.rcn~ 'a 
iDdependenl public ~ to tbc effct:tlbat, after review'. IUCh accO'!D!llDII know of no 
reason reunna to tbc Pa.rcn~ t1111 abould prevcot tbc PareD! from &ea~\lllll.oa for the Mcr&cr 
u a pooll.n& of lotucsu. 

SECTlON 3.2.3 Buisreripn S~erqnmc· Jplnl Ptog Sgscmcnt/Prpmcqua. 
Subject 10 tbc ICQincy oC lbl "Pf"""'•doal of tbc ~ 1D Section 2.24, tbc 
rc&iatntioo l"'ttT!!C1!! (tbc "Rqlsttal.ioo StStt"¥1!1") JlUI1IWII tO wblch tbc P&mll Common 
SllJCic to be issued iD tbc McrJc.r will be ~ with the SEC aball not 11 the time tbc 
Recistration S111 t ur Ia declarod ~ b)' the SEC cont.alo Ill)' UDUW: sutemtot of a 
lilllCril.l CJct or omit to 1111t any IDllaial fact requlml to be Silted lhmin or necesary In 
order to mUll the r.~ttcmcnu thcrclo, In the llaht of tbc cltcumJI.LDCa ll!lder whlcll they were 
nude, not mlsleldiDa. Tbc lnfotmadoo supplied by Parcn1 In wrlrln& speciUcaUy for 
Inclusion In the JolDr Proxy Statcmm!J'rotpectus will DOC, on the date lbc loi.Dl Proxy 
Sea~ (or any •meadmeil lhcrtof or IUJIPicmcu tbcn1o) is tint mailed to 
IIOCkboldcn, u tbc time of tilt Stoei:boldcu McctiDp. or aJ the Etleaivc Time, coOCito any &t••= wblcb. 11 such time and In li&bt of tbc clm•mstaD"Ci' UDder which it ahall be awle, 
is false or mlslcad!Jla wllh rapcct 10 Ill)' IDliCria1 fact, or &ball omit to mte any material 
faa occeuary ill ordcT 10 lll&b the IWCmmll made therelll. IIIIIJ)ll of the dn:ummnct.s 
under which t!lty are mlde, DOt fa!Je or mlalCidtn,; or omit to stat.c any material (ICI 
necessary 10 COITCC( uy m•e:meot Ill any earlier communlutioo wilh rcspecc 10 tbc 
solicitation of proxies for tbc Stock!Joldcn Mccliola whlcb 1w become false or mlslcadlna. 
If at any time prior 10 tba E.fhctlve Tlllle lilY tVtlll rtlalillt 10 Pllttil ot illy of ~~ 
SUbsidiaries or IllY of their I'CipCCtive ot!lccn, directon, uockhn1den or Atflllates sbould be 
d.UcoYCt'Cd b)' Pueot "A'hlcb a:hould be IC( fonh Ill an amendment 10 lbc Rectstn.llon 
StaiCIDCnl or a suppltmcm to die l oin& ho~ ~pcaw. Pare;nt &hall prompily 
inform 1bc C«npaQY. Tbc Joi.Dl Proxy S~ 5ba11 comply ID &IJ mtaial 
rcspecu wilh ibe reqWremcu11 of tbc Scc:urilics A£1 and the Excbanp: A£1. Norwllhs!llndloa 
tbc foreaoizl&. Parent makes oo repmcaWioo or wamncy with respcc:t 10 any Compaay 
Worm.uloo which u COili&IDcd or locorpoatccl by reference In, or fumisbcd in coMectloo 
with the preparation of, the R.eclstndoo Stat.cment or the Joint hoxy Stalanal1ll'rolpea . 

r-t"'f" ..... - . ......... ... . -- -···-
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SllC'llON J.2.4 Ownmhjp or Mc:rm Sl!b: No Prior Ac!iy!tjg. (a) Merger 
Sub is a diroct, WboUy-owned Jllbsi4Wy of P&mllmel wu formed IRiely for lbc PUI'JIO'C of 
etli&lill&lll !.be ln.DUdioas ~~&ltd by this ~-

(b) AI of llle date bmoC mel !be Effective Time, expect for obll.ptioos or 
liabilitiu lncumd In eonnec1ion with ils lncorporalion or orpnizadon and the tnnsactiow 
c:oou:mplaled by this Alt'" ""'"'mel cxrqn for lhls A&rcemcm mel any other qrecmena or 
aJ'I'IIIICIIICt CONemplaled by this ~enl, MeJ1ef S\lb bas not and will DOC have 
iocum:d, cfuectly or lndlrect!y, lhrou,sb any subsidi.tzy or offlli.ote, any obligations or 
liabilities or c:npaed In any busiDcu IC!ivitia of 111y type or kind whatroever or eutm:d into 
any 1iJCCU1tUb or UDJI&C!Dmltl with any Penon. 

ARTICLE IV 

CONDUCT OP DUSINl!S$ PENDiNG mE MERGER 

SECTION 4.1 Cooduc! of Busms b'l' !be Co!I!!W!v Pmljng !he Mmer. 
During the period from the Clatt of this Agn:t:ma~t and contlouln& until the earlier of !he 
I.CtiDination of this Alfctmetlt or the Effc:c:tivc T'UDe, the CO!IllWlY covCJlllliS and avccs 
!hat, unleu Pare:ollhall othe;rt.tlse agee in wr!Jiog, !he Company lh&JJ cooduct lu busl.oc$s 
1nd sball c:awe the tw•ai!!tSScs or lu S\Jbsldlarics to be c:ooductcd only in, and the Company 
1nd !u S\Jbsidiuies &ball DOC t&lce any aclion except ln. the on1i.aary CO\IlSC of busl!Y:ss and in 
a ID&DIICT conristcm with put pt'2Ctlce, other lhan acUoiiJ llb:n by the Comp&Qy or ils 
S!lbsidlariel lo ostkr to fac:Ullate the Dt&otiatioo and execution or this ~ and !he 
c:onsummadon of the Ul.llSICtiow c:omcmplaled bcmmdcr wb:ldl actions would DOC brcadl 
any or lbe Compaey's ~- wamotics. c:oYI:ll&DII or ·~ herein; and the 
Compauy ahall use IUSO!IIbte commercW effons to praavc IUhlwsl:Wiy 1.n1xt the busln= 
organivnjon of !he ComJ!ADY llld it1 S\!llsidiuks, 10 kcr;p avall&blc lbo KrVI= of the 
present officcts. employees, .gents, disaibutor& and c:onsult&DU of the Company and !u 
Subsidiaries mel to preserve dlc prcscnl relationships ot lbe Coolpany and its S\Jbsldluics 
with curtomen, su:ppllen and other Persons with whlcb the ~ or any or itr 
Subsidiaries bu aiJnific:ant b'usincss relations. By way of am:plificat!on and not limitation, 
except as conlcmplaled by thil ~. oeltbcr !he Company nor any or Ill S\Jbsl.diartcs 
5hall, durloa !be period from the dale of this Ap1:emelll and c:oodmdng until the earlier of 
!he tamlnalion of this Ap'C •ocnt or the Etfoctlve Time, cfuectly or indirc:c:tJy do, or propose 
to do, any of the followill& without the prior wriu.en consent of Pamu: 

(a) amc:na or O!bc:rwlse c:ha.oge the Compaqy'• Ccltificau: or lnc:orporatioo 
or By-Lam; 

(b) l.ssue, sell, pJc:dte, c11aposc or or e•cumt>er. or authorltt lbc iuuance. 
we, plcdae, <Wpoaidoon or encwnbraDce or, any alwu of upllll &welt or any c:lw. 
or Ill)' opllolll, WUiliiiiS, c:oovc:nlblc ICCWilb or other ri&bls or lilY kind 10 ~ 
my shatcs or capital stock, or any other owoenblp inl:m:st (i.acludln&, without 
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Umitadcm, auy phaptom ~ In JhD Company or auy of ill SUbfktl&rics or 
A1fil.latca (w:cpl for die IJ!UIOCC of llbms Of CoiDpaD.y Common S10Ck iJsulbJC upo1l 

the cxcn:lse or the W&IDDIJ or Slock Opdoas, which Wamn~~ a.od SlOCk Opdoas are 
ouwandin& oo the dale bmot or pusuam U> lbc Co!J;uy'• Employee Stoclr:: 
Pwdwc Plan); 

(~) ICJI, pledJc, dlspofe of or encumber Ill)' UICU of die Comp&ny or IJlY 
of Its Suba4l&ricl (eu:ept foe We$, plcdp, dispositions a.od m::umlnacea of uscu 
in die ordilwy eoune of bn<ineU): 

(d) (i) dcclue, ret arld4, aW.e or pay ao,y dlvidctld or ocher dbtrlbulion 
(wbclber In Qlb. 110Clt or p opcny or Ill)' combiDallon lllen:o1) In mpcct of Ill)' of 
Its QPI1al SIOCk, cxccpc dial a wboUy owned Subsidiary of die ColDplll)' may ~ 
and pay a dlvldeDd ID Its parmt, (U) •pllt, combloe or recluslfy any of Its capiaJ 
SIOCic or luue or llllhort%e or propose lbe lssu.1.nu of any Olbcr I«Urilil:s In respca 
of, In lliii of ot Iii ~ fot iiWtl of IIi eapl!i.l itO¢t. or (ili) .mem tho: U:rmi 
or chaap 1111 period or extrelu.bWry or, pwcbue, repurchue, recSec:m or othoerw!Jc 
acqul.re, or permlllll)' Sublldllty 10 pwdwe, repurtbue, redeem or otberwlae 
acqulco, ao,y of Ill iCIQijl!iA or Ill)' IOCUrilles of Its Sulnldll.ric$, including, withoout 
l lmll&lioa. lbma of Compauy Common Sud: or Ill)' option. w111'1Dt or rigbl, 
dincJJ:y or IDdlrecrly, U> IICql1ire ~bare~ of CoiDpaoy Common Stock; 

(c) (I) acquire (by ~DU~tt, consolidation, or aeqodtirion of Jloclr:: or w.eu) 
any corpcntioo, pamx:nhlp or other businc.u orpnlratloa or dlvisloa chueof; 
('u) incur any mall:riaJ inclct.Jcd_. for borrowed IDOIIC)', ~~ for borrowlrlt• a.ad 
rcboaowia& uadu die Coalpt.Qy'1 aiatin& CRdlt fac:llitics or issue any debt scc:urllil:s 
or USUIIIC, IIWIDIOC (other thaD J1WU11X1 of bank debt of lbc Company' 1 

Subsldiaricl under cxi.sdn& crcd.h fecllitlca C'DIUCd inro In lbc ordloary coun<: or 
lnlli!ICSI); ('th) endorse or ocbawUe as an ac.commad&tion become raponsiblc for, lbc 
obllpllons or any Pcnoo, or make my masmal 10101 or advmcca, except for 
ClldortUDrnU, ICCOliiiDOCiatlas, loam or advantemew ill tbc ordloary tOIItSO of 
bulinea coosisltlll wllh prior pnctlce; (iv) authoriz.e any capital expcDdltures or 
puzdwcs of fixed Uldl olbcr tban ill lbe ordlaary coune of buslllcss coaslstcn1 wltb 
prior pnaicc a.od 1D 1bc IJJ"ptl! leu lhaa S I 0,000,000 prior to ~ 31. m 997 
and $18,000,000 prior 10 M.vc.b 31, 1998; or (v) CIIIUimo or amend my COII1nCl, 

agrecmca1. commllmCDI or l.l'l'lllJCIIlC 10 effect any of lbc matte:n prohlb~ by th1s 
Section 4. I (e); 

(1) m.tU any c:lwiCt ID !be rate of compeoratlon, OOIIlUiiuion, bomls or 
olbcr rCZDIIIICialion payable, or pay or aa;ree or promlle to pay, coa!lltioaally or 
otherwbe, any bonul. cxua COillpmmloa. pension or severaote or vacation pay. to 
any cUrec:lor, otrar, easployee, niHm•n. dlsalbutor oc agent of the Company or any 
of ita Subsidlarics except ID lbe ordlauy COUtiC or bu&lne.sa coaslstem wllh prior 
praA:llcc oc u CIIJ'I'C!Illy glw!ulccl for varioul ofriCCI'I or lbc Compaay bcpnnin& 
~ l, 1997 u required by IUCh officcn' cmp.lo)'lllt'D1apeemetliS, come:! ant' 
complde coplcl o1 wbkh '~Jeemcoll have heretofore been ddlvered by tho Company 

. )7. 



• Ottlllt7 THU 12: 11 PAl 2ll71SIOOO 

ro Plmll; or miD lilY I.Jx:rwc in or commitmcnt10 incftll( lilY tmploycc bcnrl'ill, 
ldopl or malce ury coaunitmcnt to adopc aoy addlliooal employee bciiCfil plan or 
make 1ey comribution. Olber than rqulll1y ldleduJc:d coDU'Ibutloru. to 1ey Employee 
Benefit Pl&ll; 

(&) talcD uy action 10 cbaQae arronntin& pnalc:es, polic.ie.s or procedures 
(lneludJ.oc, wltboul l!mharloo, piOCClduru with RS"peCt 10 revc:uue recoJ!Ildoo, 
paymems of ~·m payable or collection or JCCOIIIIG .te:elvable) except u requin:d 
by tbc SEC, !he FinaDCial Accounlina' Standards Bovd or GAAP; 

(b) lllllac ID)' maltr!al we election lneollilitent with put praeclce or seale 
or compromlle any mat,.W fcden.l, nate, local or fofd&D Tax liabUlly or a,ree to an 
eJtteDJiocl of a atatu~ of limitations. ~ 10 tbc cxtelll tbc IJIIOWil or 1111 such 
selllcmeot baa been reseMd for in !he nnaocbl IIJI!meni.S contalocd in tbc Company 
SBC Rtpons filed with tbc SEC prior to tbc cbte of this Agrecmcnland except u 
described iD Section 4.l(b) of the Company Dbclosure Schedule; 

(I) pay, disclwJe or nrldy Ill)' cl&lms, llabUlties or obllg11ions (absolute, 
IICCI'UOd, COIItioaent or ~) thai are individually or In the agrepte llllterialto 
the ~ and Its Subsidiaries, otha than tbc pa)'lll£lll, cShcb.t.rae or satisfaction in 
the ordllwy coone or bu.siDcu and co~DI with jWt practice or llabW:.Ies reflected 
or ~cd aplosllo lhe Company Finaocial Staremcnu or lncumd thereafter ln tbc 
ordin.uy counc of bolillcu and eoosl•!cnt with put practice; 

O> lllc.e any ac:tlon to cScllst a security of the Company from &DY sccwiti« 
exch•nac; 

00 recommend or ukt any aetion to adopl a plan or diuolutlon or 
liquldadon with RS"peCt to the Company or any or ill Subsldiarics; or 

(l) lllc.e, or aaree In writloa or Olhetwbc to take, any of the actions 
clescribocllo Sec:tiom 4.1(1) throu&ll (k) aboYe. or ury action whlcb would mala: any 
of the n:piCialllrions or WU'nlldes of' the Company eontalocd in this Agrcc:ml:1:lt 
\lllllUC or inl:onect In any m&lCrlal ra;peet or prevens the Cotnpury hom pcrfotmin& 
or cause tbc Cotnpany not to perfonn lo all matcrlll n:specu Ill eovCII&DIS ~rein. 

SEC'I10N 4.2 No SqJ!cilat!on. (a) Upon exccution of this A1n:emen1, &be 
Company dOCI not bavc, or WJI lmmetHa.tely tcrmln&le any cl.lsc::wlloos with. &QY third party 
ccmcemlnaan Altttmtlve AcqulsltiOII (u defined below). From and after the cbu: ur thls 
Agrc:emCDI IIDtll the earlier of the EtfcdiYe Time or the tenn.inatioo of this Agreement iD 
acconlaocc with iiJ wmt, the Co!!IPII11 aiWJ. not. and sbaiJ not permit any officer, dltector, 
employee, inves!!llCDl banlc.ec or otha •aeot or the Comp.tny or ury Subsldl.ary of the 
Company to, dltecl.ly or lndlrectly, (I) aollell, eneaae In dllcusdoos Of oeaodate with 1111 
Pe raon (whether aucb dlJawlons or aqodatloas are lnltl.atcd by the Company or othetwi~) 
or ukt any olber aclioo lotmkd or dcsi{nc4 to (Jcili~&~~; lbc cffotU or ury Penon. olhcr 
th.ln P2rcnt. rdaliQIIto the pouible aequ!Jldon of the Company or any or lu Sub114iarles 
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(M1clllor b)' ny or mqv, pur9IIIM or ~l.l&ltiOCk, piiiWM or wcu or olbtrwllo) or 
lQY mat.adal portbl ot Ita or lhtlr c.apkallcoek or wcu (wllb any such efforu by any Aac:b 
Penon, lry:lw!ID& a linD prOpoSal to mak:l: such an acqu1Jitlo11, to be rcfcm:d 10 u an 
• Alcamtivc AcquUllloo"), (U) provide IDformation wilb rapec110 lhc COIJlP&IlY or any of hs 
Sabsldlarlca to Ill)' Pc:noo, OCber thaD Pama.. rcl&ti:Qc 10 a pouJblc AliCIJWlvc Acquisition 
by a.cy PenoD, Olb:r lbaD Pamll. (ill) ear.er ilao 11111JCCIDCDl witb auy penon. olhc:r thaD 
Parent, provldiaa foe a poaJb1e Ahcmalivc Acquisilion, or (iv) mak:l: or Rlboriu any 
Atr:ment, JeCIJ'M'+IIIIalioD or sollciWioD in support of a.oy pouible Alltmatiw: Acqalrltlon 
b)' lilY l'moa. Olbu lh&D bJ P&relll. 

(b) Nucwldll'•n•"'ll die forqolo&. 1he rwriclio111 1e1 fonh In Scctioo 
4 .2{8) &hall DOt pre~ die Board of DUeclon of 1he ~(or its a&cnu punua.o!IO Ill 
i~UUUCtioDJ) from llkiDa &111 or llle foUowm, acdoDI: (I) fllnllsiWia iD!OilllAIIon coDCC'llliol 
the Compauy m:l ita busl.ocu, propat.lca IDd auco 10 lltY lhlnl pany or OJ) enpJIOJ m. 
dbaluioDS or zq,.la!IDJ with IUd! lhird party c:onccrolaJ 111 Altml.&dve Acq\llsllloD., ID 
eilbu IUcli we providtd thtt ill ot 111e rollowlct eYtlillalWI hive oecumd: (I) 1001 dlln1 
party Is 110( an A1'lUlalz or lhe Compell)' and :bu made a wrlll.en, bona Me propoaa1 10 dbc 
B4wd or Dlzectoa of lbe Compaiu' to &cq\1lnl the Company (wtllch proposal may be 
cooditiooaJ) lbrougb an A!l.emallvc Acql.lls!daD which proposal ldeDilllc.l a price or ru~ge or 
va1uu to be pald Cor all or lhe CJI!11f1Mina $eC:Url!les (blcludina StoCk Options and WliTIIJU) 
or substauliall,y all oC lhe Ulell of lhe Compall)', and If CODSUI!IIIIli44, based on lhe advice of 
lhc Comp&ny'a l.aYeltmcnl banbn, lhe Board of Direclon or lhe COU!pllly lw dctamii!Cd, 
ill eood faltb, Is - favorable 10 lhe ltockbolden of lhe Co!Jlp&ny. from a fln•ocial poiJII 
of vlow, lba.o lhc lamS or lbe Mcqer (a ' SUperioc Proposal'); (2) lhe CoalpAI!Y'I Board of 
Directors hu dctmnincd, based on 1he advice of iiJ inve&IIDCDI ba.obn, dw llldllhlrd put)' 
is f~.D&DCially capable or coDP!!!!m•rina such Superior Propos~ I: {3) lhc 8oud of Dim:lon or 
lhl: Comp&~~y aha1l have clclmlliocd, afttr COD.IUI1atlon with Ill owsldc lepl counsel, lh.at. the 
6ducialy dulles or lhe Board or Directors or cbe ComPIIIY ~ lhe CompA~~Y 10 furnis.h 
in!ormallon 10 IDd ne&oliate with suchlhlrd puty; and (4) P&rcn! lhlll b&ve been notifiOd in 
wri1ina of such Allall&tivc A.c:qulsltioll, iocludil)8 all of ill tmns and coodltions, and shllll 
have been &ivcn copies o.f mr.h ptuposal. Punhamorc, nochlns conWncd in lhl1 As-
5ball pm't:lll tbr: Compaoy from lalci.n& AllY position with rapcct 10 an Alc.emativc 
Aequ.ishion punuaot 10 Rules 14d-9 and lcle-2\IDikf lhc &cban&c MI. wbicb is consi.slcnt 
with the advlco or c:ot.mSel conccm~n& the rlduclary dutlea or the 8oud or Dlrec10n or !he 
CompuJy under applicable law with respect 10 a teDdu offer c:om.menced by a lhizd pany 
other thaD 111 Af1ill.tl4 or lhe Coalplll)'. 

(c) No<wldlswldJna the foreJOio&, the C~ aha1J DOl provide any DOD· 
pubUc lnrormalloo 10 luc.lt lhizd pany Wllcu (i) II hu prior 10 or contemporaocous.ly 
lherewbh provldl:td such i.nformJrion 10 P&rcDI or Parczu'a rcpn:acllwlva; and ( il) lbe 
Company provides such -.public lntormalioD pumw1110 a DO!!dirclosurc IQCI!IDCDI with 
u:nns wb.icb ue 11 1eu1 u rcsuiellve u lhe ooodiJc.Josuro •s=melll boreloCore elliUOd lniO 
beiWCCD Parcn1 and lhc Complll)'. 

(d) In add.idon 10 lhe forqoln&. the Complll)' lba1J DOl ICCCpl or cniCT IIlio 
auy agcemcoa coocem!D& &.n Alta:uadve Acquhl!ion toe a period ot DOl leu lh1n 48 1iou.J1 
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attc:r Puent' a recelpt of a DOtlcc of tbc auiCI'I&Ilelma of IUCb pn>poul of t.A Altunatlve 
AA:qulslt!oo Upon compllaD:c wllb all or tbc forqoioa pt0Vill1!111 of lhll Section 4.2, lbc 
COIIIplll)' Wll 1lt flllided 10 (I) c.b&.a&l lu ncollllllllldalloa Cioaccrnlnllllo MetJct, &1111 (II) 
tiller Into lD apemt:ll willa IIUCb third patty cooceml1lJ lD Allcm&tlve Acqubitlon provided 
tlgt the O>mpany IIWJ lmmcdi!!eJy I!I.IU paymall In tll1l 10 Parent of lbc Fee u ddiocd in 
Section 7.3 below. 

(c) lbc COtllp&Dy lball aiiiiR !bat lllo of&en &1111 ciWaon of lbc 
Com~ and 113 Sublldl.arlcs and 11zy inVCIIDICnt banktr or other financW advisor or 
rep~ I'CII.I.ocd by lbc ~ or any SUbaidla.ry of the Compll1)' arc aware of the 
remictions dtll:rihed iD tbls Section 4. 2. 

(t) the Complll)' lball be tlllltled to provide coplq of tbls Scctloo 4.1. to 
thlzd J)lrtla wbo oo an Cllllrely WIIOilcltcd buu afttf lhe dl.~e bcreof, coa~aet the Company 
COIICCrllln& lD Ahcmative A£qulsirJoo; provided that Parent &hall coocutmllly be oodfle<l of 
such COIIIICt &1111 lbe clctivcry of sw:h copy. 

SECTION 4.3 Coqtuet of Bl!sloeu by Parept Pe:pd!ns !be Mcner. Dur1tJi 
the period from tbe dale of l.hls AsJcciiiCil and collll!alt.aa IIDlll tbc earlier or tbc tcnll.iiJitioo 
of tbls ApeemcDI or lbe lilfecdvc T1mc, Pare.~~t eoveiWlQ aod I&IW thai, unlw lbe 
Comp&ll)' aball otberwlse qne iD wrltlna, Parent lhlll coDduc1 Ju busiow, and cause tbe 
buslocaes of ill Subsidlarlu 10 be eoodueled o.n.ly In, aDd Puc01 aDd w Subaid.iades sball 
DOl liP anr aaion CJtCCPI iD, tbc otdlouy c:oune or bullnels aDd coDt!mnt wllb pw 
practi.cc, except for actions lllkcD by Pl:reDI or w Subtidl.arics iD order 10 faciUtatc tbe 
oegocialioo aDd ~D t f lhls Aglumc1U aDd lbc conswnmallon of tbe transacrJoru 
comcmpl.ll.cd b:m.mder whk:h actions would 110( breuh any of Plmlt's or MtreCT Sub's 
representations, warr&lllla, co~ aDd aarccmenu bcrcln. aDd ah&ll DOt d.lrcctly or 
iDd.itec:tly do, or propose 10 do, any of the followin& without '!be prior wrin.eo consent of the 
Company: 

(a) ameo<l or otherwise change P&Jeru 's Cmifatc of lncorpon1lon or By· 
Laws: 

(b) dcdue., set uidc, mJke or pay my cW1 dividend or other distribution 
In ~ of all)' of iq ~pill! ~. ~p1 l!!at • wi!QIIy ownod Sy\l$k!Wy of !'YCDI 
may declare aDd pay :a dividend 10 its parent: 

(c) take &II)' actioo 10 dellst a security of PAirCll from any securities 
ex.chanae: 

(d) recommend or cake any ac:lion 10 adopt a plm or c1l«olutlon or 
llqWclllloo wilh respect 10 Parcnl or any of Its Subaldlarics; or 

(e) cake or qrcc In wrili.o& or olherwUe 10 l&b my aalon described In 
Sectl0111 4 .3(a) dvouaJI (d) at>ovc or lli:Y aalon whlcb would make a.ny of the 
represctiWioru or wun.Ddea or Puen~ or Merger Sub cowlocd Ia thb Aarccment 
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IIAil\IC or illcoll'CICt or pm'CDI Pma or Mtraer SUb from perlorminJ or C&IIIC PltMI 
or Meqcr Sub DOt 10 perform ita COVtii&DII beteln. 

NOCIII.q in 1h!s S«<icrD 4.3 or any orbcr provision or LblJ AgrtCIDClll aball preven~ 
Pamlt from coppJ in aey discuulonJ or enlai.o& iDro or C:OQSllmmathta any ~ or 
ollltr ~ wilh mpca 10 (i) the Ale or all or JUbsranch!ty all of the Pararfs c:aplul 
SIOCk or weu, (li} lilY maiiCril.lllraleJlc alli.ula: or (Ul) the IJilll:rial acquisition (by mc:rser. 
coDJOIId•rioD oc aeqllilllloo of stock or wcu or ocllcrwUe) of 111y c:orporalloo. parmenhip 
or other bwiow OI'JIII,Iwlon or dlvWoo rbereof ((1), (U) tlld (Ill) each 1 "Material Pamu 
Transaction') aod DO auch ICllonl by Paral or any or iU Subsldlarlu with RJPCCIIO 1 

Marerial PiUUII 'J'TamtN!oo aba11 CODSdrule a breadl of any tepmcDllr!on, wam.ory. 
coveow or apCQDCIIl of Pueat or Mcqa SUb hcrdn; provided, boweyq. dw after the 
Joint Proxy Statei'Qezli!J>t•-. m• bu been mailed 10 the stOclc:boldm or the Complll)' l.lld 
prior 10 the the:l scheduled date or the Company Stodcholden Meetll!g. Pama will DOt 

initl.ale any discussions wllh nspcct 10 any Mala'W Puem T1'2!1SaCtiou, II be~ WldtTstoocl 
lDd agreed tlw DOtlllq iAibb proviso Wll iAlll)' way affect Puetlt's rig!U to respol!d, IO 

aoy sucl1 d!scuaioos Initialed by any lhinl pany wbo Is DOt •n Affiliate of the ComplliY. 

ARTICLE V 

SECllON 5. 1 Joi!!l Proxv SulrnlrnlfPmmccrus· Rccjmtign SJ:atmiS!!l. AI. 
promptly as pnccicable after &be e:xcculioo of this Apumcor, l.lld Ultr the fumlsh!Dg by the 
Comp111y &lid Pamlt of all ID!ocmatioo reqolred 10 be contalu:d therein, which respective 
Wormallon eaeb or Parall aDd Comp1oy covctwll to we their belt efforts as promptly as 
possible followina the d.lte bo:rcof to &a fumiJ.b, the Company and Parc:m &hall rue with the 
SEC a Rt,Utnlion Sl:lleml:1ll on Ponn S-4 (or oo "'cb other form as sball be approprllte), 
which .halllocilldc the Jolal ~ ~ rellilil,i to tbe adoption of 1h!s 
AgreetDCIII and, cooslslcal wilh Section 4.1, approval of the u:aosactions cootemplal:d bcreby 
by the $10Ckboldcn of the ~ and Pamu purman110 thLs A{recmem, and sball use all 
~le efforu 10 cautc the Rqlmarion Statemelll 10 become et;....:tive u &OOD lherea1ler 
as pne1Jcablc. The Joint Proxy St:ll.eme~ lh&IJ ine.lude the I'CCOinllletld.tion of 
the BoardJ of Dilutors of !he CoCDpany ln favor of !he Merger and of Pucnr ln favor of the 
Parcru Common Stoclc hP"ooe, and sud! recommeod&lioo.J lb.a1J oor be wllbdrtwn modllled 
or clw!&ed ln 1 mapper adverse to Parent or Merger Sub or the Compllly, respectively, 
subjccl ro the last &eDI.etiCe of Secdoo 5.2. 

SECTION S.2 Cqmmny S!O!:kbokltn M"tine. The Company shall ~II !he 
Company Stodcboldcn MCC1lq u promptly u praetlc.ablo for the purpose of votioa upon the 
approval of tbe Mcqa, and the Ct.npany aball we iu ICUOf\llble beJI efforu 10 bold 
the Company Stodcbolders Moeetina u &OOn u praedcabk atta the cau: on whlcb the 
Reabrratlon Statc:IIICPI bocoma en:ectlve. Ullless otherwise IC>QIIiro:d Wider tbe applicable 
Oducl.vy duties or ihc clhedon of the Company, as delerm!Ded in a«ordancc with Scc:tlon 
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•4.2, Ill!; C<!D!p".Jl)' Wll $01k;it from ill ttockboldm proxies ill favor of approval of lhc 
MCIJCI' and dilJ Aarecmeu&, lhaiiiU:c all odler reuolllblo action DCCC"''Y or advbablc to 
JCCWC tbe vo&e or co.IIKIII of &toelcbo!de:n In favor or such approval and lhallnot takD any 
.ai011 that could J'C&SOIWlly be expcacd to J)!nCIII the VOte 01 CODKN. or SIOCicbolclen iJ1 
favor or sucb approval . 

SECTION S.l Parent Stnghnk!m Mtslnr . Parent aball caU the Pmot 
Stoclr:boldl:n M.eetlna as promplly as pnctlc&ble for the purpose or authorililla and 
approvq 1.bc issuance by Pari::D1 of tbe Parelll Common Stoelc in tbe MC!ltz, as 
COIIlealplaLed by lhla Aarecaxll! (me 'P&mll Co111111on Stock luuallCc ") u required by the 
NYSE, and it ao requlrc:d by chc NYSB, P&mll aba!J 11.10 ill ra.sonable belt etroru to bold 
the Parent Slockboldm ~ u soon as pradiablc after tbe date on wb.ich tbe 
RegiJttation Statemelll beeoDX:l effedive. Parelll sba1J 10l.ieit from its stockholden proxies 
in favor of approval of tbe P&mll Commoa Sloct .l.lsu&ntx, Lba!J take &ll other reuoo.able 
action neeeni'Y or ldvlaable 10 aecure the vole or coosen~ of stockboldcn in favor of such 
approval, If required, ml ahalliiOI take any action ibai could reasonably be expee!Cd to 
pi'Oivent such vote or comeut or stoctholden ln favor of such approval. 

SBC'TION !1.4 Art!'" J9 InfoDDAtioo: Cogfidcmialjtv. Upon reuot~~ble 
notk:c aDd subjec;t to resttlcdons cmtta!ncd In contldeml.llily a.gcemc:nu to which such pa11y 
is subject (from whlch such J)&l1)' lhall use reasonable efforts 10 be rclcued), the Company 
and Parcru lhall each (llld lhall emse each of tbelr Subsidiaries 10) afford to lbc offk:cn, 
employees, aecount•n••, c:ow:lJCI aDd otba repretenwivea of lbc otb.cr reuonablc ICU.\S, 
during lbo period p.rior 10 the Effoctivc: Tlma, to all Its propcnic:a, boob, COD!n.CU, commit
menu and rec:on1s and, durill3 such period, lbc Company and! Pam~t each lhall (and siWI 
cause: eacb of their SubsldWics 10) fl1rnisb promptly to lbc otbcr all information COIII:a'lling 
its bluincss, properties aDd penonoel as such Olher patty m&y rcasombly rcq~XS~. and each 
sbal.l makJ: ava.ilable 10 lbc olbcf the appropdau: i.odivlduala (Including auomeys, aeeountall!S 
aDd otber profcsslonllJ) for lllicuUio11 of the otba's bwitlcu, propcnlc:s aDd pc:r10tmel as 
eilber P&mll or tho Company may reasonably request. Elcll ,put)' ab1ll keep such 
infomwion eonfldc:ntlal In aa:orda!lcc: with the a:n:ns of dle coo.fldcntiality Jener (the 
'Confidendallcy Leuer") ben\'eell Parent a.nd the Company. 

SECTION S.S Consmts· ADJ)roV)Is. lbe Co~y and Parent abalt eacll in 
good t~lh we tbelr rca10nab1c best c:t!oru 10 obtain all comcnts, walven, approvm, 
aut.borlu!lons or orders (including, wllbout llmlutloo. all Ulliu:d S1211es aDd fOI'OiiJII 
govemmontal aDd rcgulaio1y llllin&• and approval~), llld the Comp111y aDd Parent shill mate 
Ill fillngs (inclwl.ina. wi1bout limiwloa. all tuinp with United Swc:s and forelp 
eoVUIIIDeDt&l or rccuJatory a.cendeJ) requlrcd In connection wilb the a.ulhorlutlon, exeaulon 
aDd dcllvery of this A&rec:mc:.n1 by the Complll)' aDd Parent and the c:ollSI11IIIUtlon by them 
of the lliiiSICIIons C:ODICillpla'led bctclly. lbe Company aDd Parent shall Curnlsb all 
information required to be loclu4ed in the Joi.nl ProJcy Star...,.at/Prospecms aDd dle 
Reaistation Staltml:lll. or for aoy appllc:Atlon or other ruing co be made pursu.alllto the rules 
aDd regulatlons of any Unllcc5 States or forelp rovenllllmiJJ 'body in connution wltb lbo 
tnnsartlons c:otllemplated by this Apumcnt. 
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SECllON 5.6 Alr!!CQ!C!R with Rc!!l"C' to Affilbp. The CompaDy aha.ll 
delivcz 10 Pvenl, prior 10 lhe eWe tbe Rqlstndoo S"'""C'W bcwmcs ctrcttlve WldcT tbc 
Sconit!es Act, a leatr (die • AftllWe I..euu") ldcntityi.Da all Pa10111 wbo an:, at lhe time of 
tbc C0111p1ey S!OcH!oldm Matl'lf, antJctpeccd 10 be • Atrlllala' or lhe Compa.a,y for 
pwposes or Rul6 145 \UldQ' lbe Securlllu lv::t ('Rille 145'), or 1bl ~and rqu.!&tlom of 
tbc SEC relaZiQa 10 pool!~ or IDI.msu eccwnd~ t:ealmc:lllfor mercu tnnnct!ona (tbc 
·Pooling Rula' ). Tbe CoqMu~ abaiiUieitl reasonable belt dfOIU 10-eadl Pa100 
W1lo is ldmri!!cw! u &D •.mum• ill lhe Afllljarr l..caltr 10 cldMr 10 Paran, oo leu di&D 30 
clays prior 10 lbe dale of lhe Compaqy SWtboldm Mt.ed~. a wtia= llletmelll (u 
• Affiliate AIJcaDCDI') ill CW'I!CICdoo wiGI ~ on AtfiUarrs UDder Rule 145 and 
pool.iQe of i.Diati11 arco!!flna t:ea!mc:nt, ill f«m DJJlllllly &J=&ble to lilt CO!Ilp&D)' &IIIII 
PareD!. 

SECllON S. 7 Jrdgnplfiq!loq and IP!tprq. (a) The By·LaWI and 
Certilicate of lococporadoo or tbe SWvlvin& Corponrlon lhal! coma1n lbc provWOtU wilb 
respca to iDdemnificadoo act forth in tbe By-Law' and Cer1lJ'Ic&re or lllcocporatlon of lllc 
Company, wtlic.b provUloDI aball noc be ameadc:d, repealecl or odlawbe modltlecS for a 
period of alx yean bolD lbe Btl'ealvt Time In any IIWinCf lbal WOIIId advcne1y afi'CCIIbc 
riglns tbcn:ullder as of tbc Elfc:crivc Time of illllivlduW wbo at lbe Etreclive TUDe were 
dircclon, otncen, employees or ageus or tbe Coa!pany or ill SUblidiarle$. unlcsa IUtb 
modlliCJtloo is rcqa1rccl atlcr tbe E.tri!Citre Time by law. 

(\!) Tbc Survivq Corporation shall, 10 tbc tlllk&t atcnt permitted under 
applleab!e law or under lbc Swviving Cocporatlon't Cenlfica~e of lococporatloo or By-LawJ. 
indemnify and bold bannleu eadl pR$CU &Ddi former diRctor. omcu, employee or ascn:t of 
lbc Company or any of !IJ IUbsidlaria (collecllYely, tbc 'lndemn!flcd P&rtlcs') aplnst any 
COSIS or cxpcmcs (IJicludiD& reuoaable &UOniCYI' feet), judpltna, fmcs. louc. , eblms, 
dam.laa. liabilldoea and amomu paid in valcmC!!! In coonec:tloo wllb any cblm, action. suic, 
pnx:cedin& or invutlpdoa. 'lllbt:cbcr civil, crimlnal , admjnhrradvc or luvuli£lllve 
(colleclively. • Aaioal' ), (x) arislac out of or PQU1n1nc 10 tbc tnnsactions colllt:mpbted by 
lhU AgJ'eemeDI, or (y) Oltle:r'llbe wilb raped to IJJ'f act1 or OIDlAioDs occurrinc ac or prior 
10 lhe Eftectlve T'IIDC, ID eadl c:uc 10 tbc AIII!C c:xJcnl (lntludina any provWon for lhe 
advaoccncnt of cxpc!IICI) as provided in lbc CompaQ)'' I ~nlr~We ofl.ococporaoon or By
LawJ or any applic:&ble CODirliCt or aa:retiDCDI as In effect on lhe date bercof. ID u.cb cue ror 
a period or alx ytan after tbc Effaaive Tune; provklq!, bowmr. lhat, ln tile evellllh1t IllY 
claim or cl.tlw Cor lndemolflr;ttion an: UICtiDd or made wldlln such six-year period. all 
rights to inclnnnifat!oo ln rupc:a of any IUd1 claim or clJlms dJall c:cDLIDuc unlll lbc 
disposition of any and all IIICb el.aimJ. ID tbe cYCDI or any IUtb Action (wbttbcr uhi.Da 
bcloce or after lbc EtrcaM 'Jlmc), lbc IDdemm.'led Panics sball prompl.ly oocJ.tr the 
Survivinz Corpoat!on ID wridnc. bu tbe f~ 10 JO noclty lhall not relkvc tbe SWvivln& 
CoTpomlon or II$ obllp.tions under Ibis $ection 5.7(b) uct:p~ 10 lhe enm1 It II materla!ly 
prejudif:cd by IIICll C..UW., and lbc SlltYiviDa Corporation dJall have the r1&hl10 WWDC !be 
deCcnse tbueor, includ.lna lbe c:mploymcul or COilDICI rcuonabty lllllf.te10ry 10 IUCb 
ln4mmified ParticJ. Tbc Jndcmn!fiNI Pattlet ~tb&ll have t1cc rip!IO employ tepmlo c:cwuel 
ID any sucb Action and 10 putlelpete In (bill noc COIW'Ol) lbe Oemlle lbereor. bul thoo tees and 
c.xpenses or IUCb COIUIMIIhal! be at lbe cxpcnx or 111ch ladannlfied Panics unleu <•l the 
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Swvivilla Corpor&Jigll bu lpCd 10 pay Nell fca IIIII a:ptNn, (b) tile SUrvivior 
Ccxporatloo lb&ll hue fallecl10 U21IIIIC lhe clc!CDJC of IUdl Ac:liou or (c) tbe oa.tDc:cS p&J1ics 
10 Ill)' such Acdacl (l!!cl»dlqa Ill)' lmp'....W panlq) illchlde both tbe SU:vivina Corpora don 
and Ole lo1 •4!1c4 Panlea &DIS NCb Jodc:mnlfled Panb &!WI have been rusooably ldvbccl 
by COUII:Id lhallblrl flllt1 be ODD or more lepl ddema avall.able 10 lbe Jnclnnnirled Parties 
which are ill c:ontllc:! wlllllhole aYillable 10 die Sluvlvq Corpcnlioll. ID Ole cvct11 IUCb 
1Ddemrll1led Pattiet employ "'P'TT"' COIIDid at die expc n.: ar die SWvlvloa COC'pOBlioD 
pumw1110 claulet (b) or (c) of lbe previous~. (I) ID.Y COQ!ltCI reuloed by the 
IodemDitkd Panlea for UJ7 pctlocl after lhe Eft'Cdlve Tllne &!WI be reuoaably J&.tiltac:IOcy 10 
lhe Su.rvivilla Corpoutioo; (ll) the I!!Ciemnlflocd Panb u a croup may renill only ooe Jaw 
firm 10 repR:SCDt lbem ill each applicalllc jurisd.lctloo with rupecrto Ill)' sinalc Aclloa Wlleu 
tbae b , wxsu applicabk: ll&lld&rds or profeu:lonal coodua, a COGilict on IDY ·~ 
lss\M: between die positio111 af Ill)' IWO Ot IIIOR TndcmnlfiCCI Putics, io whicb cue each 
IDdemn1tied Pcnoo 1'rilb rupecliO Wbom -.b a COilflict cxiiU (Ot JI'OUII or such 
IN1tmn!fled ,_ wllo amo~~~lbem have DO sucb coaOict) may ret1lD ooe MpiLlle lnt 
tumiD cacll applicable jurisdirtioo: (Iii) atilt 1be ElfecliYe Tlmt, 1be Sill\'ivlllc Corpontion 
&hall pay the reavcubte fees aod ~ or ~Utb CO'J-1, prompc1y a&r llllemeUIJ 
lhcrcfor are recdwed; aod (lv) Ole Survlvlaa Corpon.don will ooopaue ill die cleftiiSC of lilY 
sucb Acdoo. The SWvlvilla Corpondoo &ha1J 1101 be l~le for uy vnlmwx of lilY IUC.b 
Acdoo ctrec:ud wi1hoot ill wriaal oocseu. 

(c) 1be Su.rviviDa Corpoml,ou Jball bonor aod fulfill in all rupec:11 the 
obligation~ or lhe Cocupmy punuu110 IDdcmnlfla1lon apcmcara aod empla)'IDC1l( 
ag.rccmuu.a (lhe employee putles 1111c1er such qrecmt~~~~ beinc rermed 10 u lbc ·omcer 
Employees') wllb tbc Company' a dlrec:IOn and offlccra eltiatq on die dale hereof. 

(d) For a period ar llx )'CIR ana tilt arcam Time. Pare111 Jball auu 
tbe Sllrvlvq Corpondo1110 maiN•iu ill elfcct, if available, dirccton' aod otriom' li.abillty 
lns:un.nc.e c:ovuintlbo$e Pmoos wbo arc eu.rtallly eovaul by lbc Company's di=lon' aod 
ofrlcen' liability iDsw:uce pollt;y (a correct &Del complecc copy of which bu been made: 
~vailablc to Pareut) 011 tums compe.nblc 10 cbosc DOW applit&ble 10 d.l:reclon aod oiTICCCl of 
tbe Company; wp•kiM, bqwcyq lhal!D 110 eveu ah&ll the Sluvivina Corpontloo be 
requlred 10 cxpeDd in c:xceu of 3001 of lbc &Jlllll&l premium Nrmllly paid by the Comp;uy 
Cor NCb COV'Cl'lJC; aod myjdnd fll.aba, lhal it the prcmlum Cor such c:ovuaae oceccb sud1 
am.ounl, Para~~ or the Swvlm. Corpondon shall pwt.buc a polity with lhc JI"LCSI 
covcn&e available(« such 300" or IUdl &IIIIU&I premium. 

(e) 1be pro..WOO. of thll Seetlon ~. 7 l.b&U "1rvlve lbc coasumm.ulon of 
the Meraer 111he .etrccrlve Tlmo, b lnundeclco beoefit the Company, tbe Su.rvivl.oa 
Corporation, lbc IDdcmaitlccl Panlca aod lhe Ortlcer Employee&, sb&11 be bl.adlna on all 
PICCCISOn aod WIIJIII or the Survlvl.oa Corporation aod sb&11 be mfoc-ceabla by the 
lodannlrled Putlca aod the Officer Employees. 

SEC'lTON ~.S Nps!Ogu!oo of Crmm M&!WJ. The Company ah&ll alvc 
prompt notice 10 Pucal, &Del Pvall aball Jive prompt DOIIa: 10 lhe Compa.ay, ot (I) lbc 
occurretiCC or 11000' • 11 • atDX of any cvcu tbe OIXWTtliC:C or IIOQOC:C\IJ"R1I of wblch would 
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SECTION 5.17 Bar'.p.s or Afkpqw!¢anews . The Co~~~p&~~y &hall use lu 
best efforu 10 oblaln prior 10 llle E.lrecd\'e nme an ICialowleclgm.et>lin form and subst•QN' 
reasonably AlimciOry 10 Pueal from all bolden or SIOClc Opllons. and 111a11 obtain sucll 
ac:lalowledpel)f from all holden or Stoclt Opdom wbo arc o:trieen or ~ or lbc 
Compacy, dlat IUCb SIOClc OpcJoaa from and afta the Etrccdve Time art CX~:reitable for 
slwu of Pate:ot Common Sttlet t.J provided in SeaJon 1.6(e) of lhiJ A&JtcmeDI. 

AR11CLE VI 

CONDmONS TO nm MERGER 

SllCllON 6.1 Con"!tlgm 10 Qbliptlon of J¥b Pam IP Efftc! the Mmzcx. 
The ~ obUpdons of each pany 10 dfeet the Mqu 'hall be subject to the satlsfK 
tion 11 or prior 10 lbe Btfectlwe Time of tile CollowiD& coaditlo.as: 

(a) Etr!!!jirispm of !ho Rmmrign Sllrcmem. The Jtesistration S~ 
I ball have been dcc1ue4 ctfcaiwl by lbe ~ EC Ullder lhc Seauitlel Act. No 110p 
on1er SUJpeDdlQI dlc ctr.:dveceu or the RqiJuation Statcmtn~ &hall have been Issued 
by lhc SEC and DO pt'll c« d!naa for lllat pwpose and DO limllu proc:ccdlng in respect 
or lhe Joillt Proxy Sauanent/Prospcelu.s lhall have been inltlaled o.r tllruuoed by the 
SEC; 

(b) Srpgt.nlclct ARptpval. The Merac:r and tbls ~ lhall b3ve 
been approved by lhc Rqllblte vote of llle stDckholdu$ of lbc Compa.ay, &ncl lbc 
Pattnt Com.alon SIOclc !Jp••QN' &hall have been app•o•'ed by lbc ~ls!te vote of lbc 
510Cl:bolden of Pattn1, if required: 

(e) l.ia.ID£. 'Ibe &baiU ol Parent Common Stoelr: iuuable in tbc Mercer 
&hall have been alllhorizcd for listiD& on tbc NYse upoo official !IOik.e of IIJ~W~Ce; 

(d) H$R Act. All wallin3 periods appticableo 10 tbc COtiSUIIlliWion of the 
Merau UDder tbe HSR Act siWI have eXpiRd or been tcnnlu.Ueod; 

(c) GoyouppJC!gl Alill0111 1b= shall not have been lnsdruted, pending 
or thrcateued any actioal or proccedJna (or any invutiption or o!bcr Inquiry that 
mlJ)It rault in IUCb an aaloa or p,.....,..,ll\l) by any covelllllll:!ll&l autbority or 
ldm.inl.Jttuive ar:cncy before any &Oh411illi!ntal aUlboriry. odmlnlstntlvc agency or 
eowt of c:ampettlll ~ diYrlt eric or foreiJD, DO.t lllaiJ there be in dfeoct any 
judp«:2ll, decree or Oldc:r of Ill)'~ llllhoriry, admini<trllive aceno:y or 
court of competc11t jlltbdlc1lon. or any olbcr lcJ&I rcwainl (I) prcvcDLIDa or J«ldns 
to preveat cogp•mm•doD of lbc Mercer, (II) ptob.lbh:lna or ICCkiDs 10 prohibit or 
!lmhi!IJ or sccldna 1.0 lllmll Parent !tom CW1:blna all JI)I!«W ri&Jus and privileges 
pcrWniDJ 10 ita ownuchlp or lbo sumvinc Corporatioa or lbo owncnhlp or operation 
by Pvenl or Ill)' or lu Sllbsidiarb of all or a m.tterW portion of lbl: buslntss or 
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ISidl of Pvall or Ill)' of ill Sllbt.ldlari.es (IDcJIIdJII& the Su:vivin& Cotpontloo or &DY 
of ill SQbcldl•ne.), or (iii) tOq)CIIIQa or l"el1DJ 10 CXlllllpel Parcu or any of iu 
Sllbslc!luic:e 10 dlspov ol or bold &epalUC aU or aay malni&l portion of lhe bwintu 
oc WCU of Pueal or &DY of ill Subsldilrlel (lncllldJII& the Sutv!viQa Cotpo.ratioo and 
Its Subddiariea). u a !a111t of lhe Mct~er or the tnnAC1iom colllallplalcd by thb 
Apa:mellt; 

CO DIH&!IIt. No aututc, rule, n:l'llatlon or OC'dcr &h.alJ be eoaelCd, 
CDiered, C1llorccd or clcqned appUcable 10 tbc Mcraer whk:h roaba 1111 C011111111m&tlon 
of the Mct~cr lllcpl; 

(I) 0p!ploN pf Cqunlcl. Tbc Compaay shall have recdvcd the written 
oploicm of Kilmer. Levin. NaftJ1iJ cl Fraotd. In form rwombly Jal!sfwory 10 the 
Colllplll)', u 10 caUio QldJ!cNry corporue and kpl mancn n:Jatlna 10 Pam~&. 
Muru Sub. the McrJu, this~ IJid the mnnc:tlona co~Umplatect ~Mnby. 
Pueal &lid Masa' Sub &h.alJ have received the wrtaeo opinion or Ana cl Hidden. In 
form reuoaably arbfaaofy 10 Puax. u 10 cena1D OJIIOmafY COI'JIOBIC and lcp1 
matu:a rcl&dJla 10 the Company. lhe Mercer, this Apeew and the~ 
ClODICmpb.lcd baeby; IJid 

01) Tu Opln!om. Tbc Compaay shall hive received a wriaeo opioioa or 
AncT cl fbdden, and Pareu sbalJ hive n:ulved a wrinen opinion of Kramer. Levin, 
Naf'lallt &. Franbl, In form and subttance ..uonably ..U.faetory to each of them to 
the e{lccllbal the Me~JCr ...W oooslllliiC • reorpnlzatioo within the meani.ns or 
ucUOil 363 or lbe Code. l*b party lllf"CC 10 makD aU n:uooabl• repn:IUlllliOns 
and covenanu In conoccdon with the reDdcrtna of .ueh rplnions. 

(I) Poo!!ns. Tbc Meller shall be acxormrcd for as • poolina of Interests. 

SECTION 6..2 s'Mtdmel O?pditkmt &Q QbljredPOJ of Pan;m aM Mmq 
~. Tbc obfta"loos of PvCII and Mercer Sub 10 cffca the fdersu are also subjca 10 the 
foUowio& CQ!!!II•Ioas: 

(a) Rmrwnu:jpm IIIII Wwnda . The reprt$CDUtloos and ~ of 
the Coaip&uy COIIll.ined iu thiJ ~ lhi1J be INC and c.Dn'eCI iD aD IUpCCU 00 
and u of the Etl'cclive Tune wilh the same force and dfca u II made oo and u of 
the Etlcctivc Time, ex.ctp1 for (i) cba.Qacs eo111empbted by this Aare=m~. (II) !hose 
rcpR$(11Wio111 and wlfi'Lillic:s wblch addtesl11Wla1 only u of • panJnlu elate 
(whlc;h &h.alJ have been INC and comet u of I\IC.b ~. subject 10 claU14 (Ill)), or (IIi) 
when: the f~ 10 b6 INC aJIII comet would not n:uombly be cxptC'ted 10 bavo a 
Materi&J Advene E/fec1, and Pueolud Mcfjlcr Sub WIJ bsve reaiYCd a cmiraatc 
10 RICh effect rliJXd by the Chief ~live Oftlur IJid Chief Flnaoci&J Officer of 
the Company: 

(b) A&rmncrg agd Coycnarg . The Company Wll bsvc performed or 
complied in all -tcri&l rapecu wllh all alfCICIMDIS and COYCNIIIS requited by lhiJ 

. .a . 
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AIJCCIIJ!CU 10 be pcrfQmlcd or CW~Piicd will! by It oa or prior 10 llle EtJec.tive Tl!l)t, 
a.ad Pan:DI a.ad Meraa SUb &ball have !Ultlved a c.enJficatc d&lCd u of the Btl'cctl\le 
Tl.alo 10 llldl cfm:l dp!Cd by !be Cblof Exoo•tlve Officct a.ad Chid FiNrr!al Officer or tbe Compa~~y; 

(e) Cantrnu Obcal"4 Alliii&IUial CODICil, walvm. approvalt, 
authorludoaa OC' ordm rtqlll.rtd 10 be oblallled, ud all m&~erttl fi1l.aiJ ~Ired 10 be 
made, by lbl CompQy tor lhc llllborizatlon. cxc• "'Loa m1 delivery of 1bls .AJrec'mt", Cba COJISirmmlfion by II of lhc tnnsw cioN alU.I:IIlplalcd bereby a.ad the 
rond!Jnrion In fll1J !orca llld dica of IllY a.ad all material riJhtl, ~~~~~. 
aar~mc&a or II!.JuumluJ of the Comp&ll)' lhaiJ bave been,..,,.., a.ad mad.t by the 
Cmnpii:IY, CX"JlC wbcn die fallme 10 receive such c;onse!J!s, walvcn, approvals, 
llllhoriDtjgn• OC' otdcn or mm ~~~eh fill.acs would not reasoaably be cxpec1Cd 10 
bave a Matt:rial Adwne Etrca OD !be Survivq Coq>oca!iw or Patall; 

(d) Oj!lnloo ofAoo!l!m!lp! , Pamll iball han I'ICC!vcd &D opinion of 
Al1hur AlldencD UP. lad cpe" 4tnt eatltled plhlk accomunr•, refU'Cilnl the 
qu•llf!catioa of tbe Merp u a poonaa or ln!eresu Cor _...rnrm, pa!JIO$CI, a.ad 
Compaey &ball bave ~lved &D opinion or Anhur ~ llP, IDdcpcud.ent 
CCI1Illed public aCCOWI:Iallll, reprdina the qaallflca!loo of lhe MtfiCJ' u a pootina of 
lniCleStJ for ac=•whra pwpcl6ef. SUch opllllonl &hall be In form llld substanCe 
reuoaably salisfactory 10 hrtot: and 

(e) Affiliate AJ!'W!!CDIS. Pare.DI sbal1 have received from each Penon 
who Is ldenli!IOCIIn the A.!lllialt Lc.ua u an 'affll~· of !be Compa.uy, an Affiliate 
Apcmcnr. llld such AM1.IIte AIJeemcDI shall be In MJ Coree llld eacct. 

CO Amemell!J whh Wamp1 Hp!den. Par=t sballl:!ve received from 
each W&mlll holder a.od from the holden of Stock OptioODs 10 pwdwc atlcut 2.S 
milllon llwu of Camp'lll)' Commoa Stock an aek!low~ in form a.ad 
subtW!Ce rtUolllbly aadsfxtory 10 PareDI that llldl WIJTIIII a.ad Stock Opcions from 
a.ad atter the EICccti\le Time are curtbablc for 5hares of Parent Commoa Stock u 
provided In seclloo 1.6(c) of Ibis Aarecmcot. 

SEC'IlON 6.3 Additiooal Coodidons so Qbli••tioo oC the Comoany. The 
oblig~tion or the Compt.ey 10 c.fl'cct the MerJU Ls also subject 1.0 lilt followlna coodldons: 

(a) 'knmiMli!MN a!!d Wamm!a. Tbe repmeuatloos llld wli'J"'DD.iu or 
Pateat a.ad Map SUb cos:.:a!Ded in Ibis A&J'eemcol lba1l be INC llld coma In all respocu oo a.ad u of tbc Elfcctive TIIIIC wllh UMI SllbC force and ciTcct u It lllldt oo 
a.od u or the Effcclive Time, w:ep~ for (i) c:ha.oies co~ toy Ibis A&fC!CUlC11l. 
(II) !hose rcpreaemri9n:s a.ad W&miOilcs wbkh addtal JlWlen Ollly u of a partleuJu 
dale (whlch &ball ba'I'C been b1le llld c:omc:1 u of IUCb date, subject ro ciAwc (IU)), 
OT (j.IO wbae lhe flllllre 10 be we llld coma would oo1 reuolllb!y be u;pcciOd 10 
have a Malaial Advcnc Encct, llld lbo CompaDy &ball bave rocc.lved a ccrullca~ ro 
sueb effoet t i&Ot4 by !be Cblcf Plllol!ICW Otrlcer of Pa.rc:nt; 

- 49 -

·- .. .._ 
lii)OU 



• Otllalt7 nJU U : U PAl tl27lll000 

(b) AI,.,., • .., ape! Cmrrm'U· hmll IJid MCfF Sllb lha1l bm 
pcr{oaucd or~ In all~D~lmal rup«ll witb all ICI'" .,....,, IJid covenanu 
requln:d by this Ap:eemt::D~IO be performed or compiled with by lbem oo or prior to 
lbc Etfocdve Tunc, md the Compaqy lha1l bavc rcc:clved a catlfare dau:d u of the Elfa:Uw T.- 10 IIICll etl'ect diDo4 by cbo Preaidcnt and Chief PiNndaJ 016= of 
P&ra~~; IJid 

(e) C9081P rnna1pr4 All maiCri&l coDSCdl, walvua, approvalJ, 
aulhoi fm~oom or orcla:l nqaiRd 10 be obi• I ned, IJid Ill llltlM&I ru~.op R:qll1red 10 be 
made. b)' Puall or Mcqcr Sub far the &UiboriDtloo. extQJIJoo IJid ckllVCTy or this 
Ap:alal, the conmmma•loo by them of the lnQS.IdjoDJ 0001emplated h=by IJid 
the oorwtm .. ooo In full force IJid etrca of aoy and all mau:rial ri&J!U, dCX\11De111J, 
apemcDU or illstNDiezlll of Para~~ sbalJ bave been obtalDCd IJid made by Pamu IJid Mef&cr SUb, e:xc>e:p ~die Callure 10 rcc:cive Nth coosenu, .,alvcn, approvalJ. 
1111thorizallou or Orden or malc:e such filinas would DOl be reuontbly be cxpccu:d to 
bavo a M&laial Advcnc BtTca on !be SUtvivlnJ Corponlioo or Parent. and exupt 
wbuo PII'CDl hu reqlaCIIed lbc CocnpiDy to lake such IUIO!llblc ICtlom, iDc1llc1lq 
the lnlltfcr of uscu md lhe txca~lion of III&IIIICIIIC1II qreemcllll or rimllar 
~ wldl Amllata or the Complll)', WileR, u a rcsu.lt or the coDS~~~~~~n~tion 
or IUCllld.loot, lbe &llura 10 n:celve such CODSallS, walven, 1pprovw, 
IWlboriut!cq or onSers would aoc bave a MaiCri&l Allvene I!.Nect on lbe SWviving 
CorporuloD or Pattu. 

ARTICLEVD 

Tl!RMJNATION 

SEC'JlON 7.1 Tnm!Qltion. This Agreement m.ay be tei'Uiim.laiat :any ~ 
prior 10 the Effective Tsme, DO!Wilbstanc!intapproval tbettof by !be stoekbolden of the 
Compaay or Patcnc 

(a) by tDIIlUal wrtuen c:.omcnt duly .tutboriud by lbc Boudl or Dllccton of 
PuCIItaud tho Comp~ey; or 

(b) by cllher Plmll or l.bc Company if tbc MlelJCI' lhaJ.IIIO( bavc buc 
C:.OQI"mmated by Febru.uy 2a, 1998 (provided tballhe riJI!IIO IUIDI!lliC this 
AifCC!DCUl UDdtt this Secdoo 7. l(b) sbalJ DOt be mllable (I) to aoy PIJ'Y whose 
fa.llure to fulfill Illy obllpdoo IIOdc:r lhls Apec:m:lll hu bceo tbe c:aux of or mu.lted 
in lbc failure of lbc Mcqcr 10 ocau on or befon Nth eWe or (II) to Pt.rw io the 
evenl !hal a Matcrl.tl Pa.rcnt Trulsacdon hu bocn lbc uwc of or I'CfUlted ln tho 
faUun: of lbe Meracr to oc:cur on or befon: IIIICb dl~e); or 

(e) by eilber Pueol or lbe Co~ if a coun of com.pclcnl jurUdictloo or 
govttiADCIIIII, rqullto.ry or ldmlnlslnllve qenr:y or ~lulon Jhall have luutd a 

- so . 
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oonappcalablc fiDaJ order, docrce or rulhla or taken ~ Oilier ~Ctloo bav\Da 111c ~oct 
of pc:rm&IICIIIly laU'IiD!oa. eojolol1ls or ocbuwlao prob.lbltioa lbc Mereu (provided 
that lbe npt fO tr.rmlnaJ.e dllJ AIJ~ Wllkt thiJ Sec:tloo 7 . I (c) t.bal1 1101 be 
a vallablc to 11111 party Wbo bu DOl ,.,.,u...s wid! Its ollllptioos Wider S«tioo S. 9 and 
5UCh """"""'plim:o a::wtrially ~ 10 lbe lauulce or any IUCb order, dccR>e 
or rulloa oc lbe 111:iDJ of such Ktloa); or 

(cl) by rilbc::r Parcot oc lbe Comp~~~y It : 

(I) subjea to c:lawe (ill) below, (x) lbe rcquul1e VOle or lbc MCtboldcrs of 
tboe Compcy dlall DOC bave bccD obca!Ded by February 28, 1998, or (y) if 
required, lbc requlsllc VOlt of~ ltOCI:Iy>Jdcn Of Pamlt &hall DO( have bccD 
obcaincd by FebNUY 28, 1998 ; 

(U) 00 the llcx:M!oldcn of die Oxnpall)' lhai.IIIOI have a.pproved the MCI'JU 
aDd this Apu:nltlll at the Co"111DY SIOttboldm Meetinl or (Y) if rcqulrecl, 
lhe stoclr:holdul of Parclll aball1101 bavc approwd lbe PIIUII Common SlOG. 
IIP'IDCC 11 lbc iPamJl ScockMJI',.n Me.cU.Qa; 

(W) ill the evm lbala M&laial Pa.reu Tnmxlion preveau bolditla lhc 
Company S10C:k2Joldcn MccciDc o.r lhc ~~~~ Stockboldcn Mect.laa. u lhc 
usc may be. by Fdwaty 28, 1998, (x) lhc ~ vote of lhc JWC.tboldcn 
or the COmpany lball DOl have bccD obctlncd by the earller of (I) lbc <4Sth 
cooseaatlve day that !be Rqlsuatioo Slltaneol b cffcc:dvc and (2) Dca:mber 
31, 1998 or (y) If n:qulrod. lhc requlshe voce of tbe JWC.tboldcn of Pueul 
shall IIOl have beal obWIIed by tbe wiJcr of (I) lhc 45th coiii«UUivc day that 
tbe RealJzmioo Slllallall is ctr«tive and (2) Oemnber 31, 1998; or 

(e) by !be CompaQ)' Of' Puall. II !be Bo<Vd o f DiRe10n of lhe Compmy 
shall Withdraw, modlJY or cqe ill approval of this Agcemelll or lhc Mereu in a 
ilWllitr advc:ne to Plre'CI or MctJer Sub or llhall have rccaoivcd 10 do 10, In c:ac:h cue 
in cocopiLaoee with the provlllocs of Sealoo 4.2; or 

(f) by Parent or !be Compaay If Ill)' rcptQCCI&tioa or wasn.otY of tbe 
CocnpLI1)'. or PII'C1Il ADd Mequ Sub, respectively. set forth in this Apumen!lball 
be WllniC wbeu made, IUdl that the COllllhlom ICl forth in Secllocs 6.2(1) or 6.3(a). 
as !be we lillY be, 111'0Gcld DOC be wlstled (a •t mnlnalilla M.isrqmselllllion •); 
proylded, l!crftm, thu, If ad! TcnniNrint Mlucpruelllllioo iJ cunblc prior to the 
Closltla Date by lbc Compl.u.y or Pucal. as the caao nuy be, lhrouJ.b the exm:lao or 
Its collliDCI'CI&IlJ reasonable ttroro and for 10 loaa u the Comp•oy or Parcn1. u the 
C.UC ~be, c:om:iDitl 10 U«dse JUdi COCII.IIIa'Cially 1"'1 SONble ef(OIU, atltbct 
Parem nor lbc Cocopa"'J, rapccdvdy. may tcnnwtc t.bh A~ under this 
S«doo 7.1 (f); or 

(S) by PlmiC If IQ)' ~ or wamary or lhc Comp~~~y abal1 hAve 
become lllllniC such thu tbc coodilioo set fonh in Scaion 6.2(a) would no• be 

• Sl • 
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•"I! lied (a 'Comp&Dy Tmnlmtin& Cb&Qae'), or by lhe COIIIJ"'lY If any 
rqmumrloo or WIITIJIO' ol Plmlll.ld Mcraer Sub shall have become untrue n~ch 
lha1 tha c:oa4ldon set forth ill Scctlon '6.3(a) would oot be satiJflocl (a · p.,-c:nt 
Te:rm!ne•q Ow:l&e' IDd IOCclher wi1h a COOipaQY Tcnnlnatlna ~. a 
"Tnm!net!oa Chaoae"), ID eilher C&IC oCber th&D by rnsoa of a Ttrmlllllllll DIUC.h 
(II ~-a •tn cletlaed); pmytdgt bpwsyg, !ball! aoy IIICh TtnnlwlD& Cbanie ls 
curable prior to cto.il!a Dalo by !be Comp&D;y Of Parmi, II lhe tall: =Y be, through tile exerdM of ill COO'liDtlClally m101:11blo efforu. IDd ror so lona 11 !be Company 
or Patcal, 11 !be cue may be, COIIIIDuca 10 ex=be IIICh ~ reasonable ctroru, Dtidler Plrclll aor lhe CompuJy, respecUvdy, may terminate thb Apemcm 
ullltcr tllb Soctloo 7 .I (J); or 

{b) by ParaJl Of the Comp1.0y upoo I brudl of arty GOVcmtll or IJiet&ll<lll 
on the pan or the Comparry or PareD, respeaivdy, a« fonb In th1a Ap-ecma~~, IIICb 
tballhe CQDditJons att fonh in Sc.cdolll 6.l(b) or 6.3(b). 11 !he we may be, would 
not be Mlilflod (a 'TctmiDalllw BIUCil'); provldc!l. however. thlt, I! such 
Ttrmlnalia& Bmdl is curable prior 10 the C1oc.iDa Dato by 1bc CompliiY or Parcm. 
11 lhe cue may be, thnlu&h the =iJc oC ics eommadally rn10oable dforu and 
fur so loDJII lhe Comp&QY or Pltalt, u lbc we may be, c~nUJIIICt 10 cxuci~~: ,..ch 
col1liDC1'Ciall.) rcaso111ble elroru, oc;ldlc:T Parcn1 oor tile Company, resp«tivcly, may 
tmn1oa11: tbls Apcmenllllldcr Ibis S«Uoo 7.1 (ll): or 

(i) by lhe COIIlplliY, If (x) cbe A ven&c Stoc;lc Price for lbc twenry (20) 
COilSCO'dve li'1ldJJia day• cu1IDJ oo lbc third ll'lldlDa day prior to lbc Compaey 
Stodr:bolden Meetloa is WI tlwl $2!).40, (y) oa oc before the ~teood tndlna day 
prior 10 tbc d&u of lhe CoalpaQy Stoekboldcrs Mocdoa. lhe Company dc.Uvcn to 
ParcDl wrinen oodcc of Its lnrearion, =jectto lbe followill& clause (z). 10 taminatc 
th1a Apeemtnl, IDd (z) Parent bu DOt •arced by oodoe 10 the Co111p111y In wrilln:& on 
or befcm ODIC lrldJoa day prior to lhe d&u or tlx Company Stoctholdcn M~aa 10 
1.0 fvba"'e IU11o at 1cut eq1W 10 $11.90 divided by the Avc:n&e Stoclc Price ln 
tbe event Parm clebven Ill~ spec:l&4111 eiAuJe (t ) of this Sccbon 7.1(i). the 
Comp&A)' &h&ll DOt blvc !.be riahiiO IU'IJiiolte Ibis Aaux:weot pulliUIJIIIO thh Sealon 
7.1(1): or 

(j) by Parmi, II lhe Avc:n&c Stock J>ric,c is leu tb.ul $10.40. 

SECilON 7.2 EUect of Trnn!Ndoo. In lbc eveo1 of !.be term.inatton or this 
Agteement ~to S«tloo 7.1. Ibis ~mtnt shaU fonbwilh become void IDd there 
W1l be no Uability on tile pan of arq pany bcRio or of wy or In AffiiLucs, dlrttton. 
o~n or scoc:"""lden c:xccpt (l) u sa fonll In Scc:tioo 7. 3 aDd ScctJon 8.1. aDd (U) DOCtuna bac.lo 5hall rel.ll:vc aey JliiiY fl"oa'l UabUity for my bruch hereof. 

SECllON 7.3 Feu 1114 Emrnw (a) J!a,oept u 1tt fonllln thh Secdon 7.3, all fees IDd apcllltl lllcunc41D colllliCCtloo with this AtleeniCOI · 'll) ,. _ .. ~ 
coott:mplatod ba'eby lbaJI be paid by tbc peny inl:ulring fuel\ oxpcnKJ. whctbct or not tbc 
MeJller II corm•mmated: provided, bo!!Mf, thai Pam!! aod the Company Wll share 

• $2 . 
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oqu.illy aU SEC fi1iDa fcca &Dd ~ ~ iaalrnd 1D ClOODflCtloo wi41 ~ prUuiDa am 
fllicC of tb: Joial Proxy Sta.,.,.....fProsJocrus Cincludi.oc 111y preliminary IIJ&I.Criab rdaUld 
thcmo) and lhe Rqisuulosl ScaiCIDclll (lncludl~ fmanci•l 11ale'lllallS and ea.blblu) and any ame:ndmcnu or supplemenu llhere«o. 

(b) The ~ chall pay Pareut a roe of s 11.000,000 11p011 (I) lhe 
la'mln&tloo of lhll Aa:mmem pumw~t 10 SedJoo 7.1(d)(I)(JI) or Sccdoa 7. 1(d)(W)(l)(l), 
provl!'"" tballo eJibcr S1ICb tue, IUCb faWre 10 oblaiD lhe rcquld&e ' Ole " lbc raul! of a 
TenniJI.aliDc M~ by lbe Coalpaay or a TmalllltiD& Bre.\Ch by lhc Company, 
(U) lhc 1CJ1!1Inadoa ofthla ~ pitiUIIIliO S«d0117. l{d)(il)(x) , orov!dq!, lhe avcnac 
of lbe ciC)IIoa pdca (or die avenp of lhe c)C)I1Qa bid and asla:d prlcc-s for IllY Illy on wblcb 
the PIICil Ccnnwm Stodt doca DOt uade) ollbe Pm:nl Colli!! 1011 SlOe I:: 0111be NYSE tor the 
three ln4io& ~ '"""""''"'l.Y pfior 10 1be Colllf&IIY Stoa.bolclcD Moelill& b not below $20.40, (!h) the lmii1D.Ulon of lhll J.arccmcol pllniWIIIO Scclioo 7. l(c) or (iv) 1he 
rcrmla.arion of lhll ~ for IllY reuon other than a TCJ!!!Inarlo.a Bradl by Parmi, a 
Tcnninltiq MisrcpraallaiJo by Putm, a T um.lmtiQI Chaqe or pw$\lllll 10 S«do11 
7 . 1(1), Sec:t!oo 7.1(c), Socdoa 7.1(d)(l)(y), (li)(y) or (ill)(y)(l), Section 7. 1(1) or S«tloo 
7 .1(j), and lhc Company CIIICn ioiD 111lllccmal( wllh alhlnl party wllhlo all roonlhs of lhe 
lllte or the temililatlon of Ibis ~ n:lllina 10 lhe pOUible IICqllisition or the Comp&Jly 
or 111y of lu Sublidlarles (wbedlcr by way or mage~', pwcJwc or capital siOCic, purtbuc of 
:well or othetwlse) or 111y maiC:ria1 porti01I of its or lbe!t capicaliiDClc or wcu. 

(c) Puallhall pay lbe Coalpaay I fee or Sli,OOO,OOO upoo 0) tbe 
!enniJUtion of lhll AgreciDCIII pumwsc 10 Sccdoo 7.1(d)( i){y) or Section 7.1(d)(iU){y)(J), 
proyided lballo eltbc:r such case, such Wlllrc 10 obc:aln 1he requisite VO!C is lhe result of • 
TermiMiina Mllnprevmt!O'l by P&rall or a Tami!Uitin& Brud! by P&nDI oc (ii) lhe 
tmninallon of lhll ~ccmeal: pw'IIWIIIO Scaloo 7.l(d)(ii)(y). 

{d) Upon lei"IIIINIIkln of lhll Aarccmcnl by c hl.er P1n:n1 or lhe Comp~ay, 
the respective pattlct bcn:IO DillY seek any and tU n:mtdles available 10 it under applicable 
Ullf 

(e) The foe payU!Jc pmuaDIIO Section 7. l(b) or 7.3(c) s!WI be paid 
wilhlo one Buslncu Day wr a dCIIWld for payment foUow!Jlc lbe OCC\I,ITellCC of any of lbe 
events descrlbecllo Sed!on 7 .3(b) or Seccloa 7.3(c); proy!ded, bgweycr, thai, ill DO cvcru 
shall lbe Conlpany or Pan:.al, as lbe we lillY be. be n:quln:d 10 pay IUCII foe 10 the ocher 
pany, if, jmnwlbaely prior 10 tbc tnmfNIIoa of Ibis AJT-. !he party talillcd 10 receive 
•ucb foe wu ill maseri&1 brexh of Ill obl.lpllom under lhu A,_a~. 

• Sl · 
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ARnCLEVID 

GENERAL PROVISIONS 

SECTION 8.1 Qlfmiycnm of Bcpmmydoos. Wtmnsiea and Agrccmqq. <-> Except u Olhetwile provided llllbb Scctloa 8.1, llle ~as. w&lnllde$, CO\'eiWIU aDd apw I' • I" of C:ltb ptny IIAuo lhall rcmalo opcnllve aDd Ill tull force and eCfcct ~rudlcu of 110' iDYesllptloo made by or on behalf of any olller pany bemo. any Pmoo coiiUOlllDa 110' IIICh pany or ltl'J of lbdr otrlcm, dlteaon or repracowlva. wbetba prior 10 or aft« the exCMdloo of ebb Alfccmcu. The rcprc:ICIIWlonl, wa.rrancies and ~ llllhll AJrecma1l &b&ll tc:rmiDIIC ll lhe Btftetlvc Time or upon the tc:rmiDatlon of lhll Alfeaneol pli1UlDIIO Section 7.1, u the cue may be, U"PI I!W the coveaan~~ aDd qxeci!Y"IIU set forth iD Ankle I and Section 5.7 oc 7.2 &hall JWV!vc the Btreaivc Thne and thou set fol1b In Scc:lloo 7.3 tb&IIIUIVIve IIICh tc:nnlnadon. The Coofidcnlial.lly Lcuer lh1ll ~ve lmllllwiott of tiUs Apum~at as provided lbnein. 

(b) Airy dlscloswc made with refmtu 10 one or more SecdoJU of the CompaDY DiJdo&urc Scbcdnlc or lilt Paml1 Dlsdolure Scbed)!le siWI be d«uued cliaclosed whh respect 10 C:ltb other sec:donlhenlll u 10 wblth IIICb cliacloswe II relevanl provided lb.tl auch relevance ia reasonably apparelll. Dlsdcmue of any matter in lhc Company DiseiOS\Itt Sebcdulc or !be Puent Dlselosurc Schedule siWI 1101 be dccm<:d an admilslon llW $UCh matter is ma.tc:rial. 

Sl!CJ10N 8.2 Npdua. All oolices and olhu colllD1UIIIutions iiven or aude pumw11 bcm.o &b&ll be Ill writin& aod siWI be cWnw1 10 have been duly s•.,.co or ma.-k if aod wbcn deliveml penonaUy or by ovcm!Jhl c:ouriCT 10 lhc puties a1 lhe rouowi.n& addrwct or seat by tl~ ~nasmiuion, wltb Q)Qfumation received . 10 the tc:kcopy nwubcn spedfied below (or &I IIICh ocl:a addtus or ttlceopy I'IUIIl4ler (or 10 rucb Olhc.r PC11l0n's artc:ntioll) foe a pU1)' u shall be specl&d by like notice): 

(a) If 10 Pueat or MUJU SUb: 

LC1 lliiUDalicmtl, IDe. 
8180 Greensboro Drive 
SuiiC800 
Md.an. VA 22102 
Talecopit: No.: (71)3)714-17SO 
TelephoDt No.: (703) &4 8-4446 
.AII.e.nllol1: Lee M. WeiDer. Eaq. 

Va l'rul6alt aod Gftllral Countcl 

• 34. 

.. 
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term: 

Wilb a COVY to: 

Kramer, Levin. Naftllls 4t Pl'lllkd 
9191blrd AYaale 
New Yott. NY 10022 
Teleeoplcr No.: (212) 7U~ 
Ttleplwmc No.: (212) 71S.9100 
Alladion: Ptltf S. JC.olevzon, lllq. 

(b) [( 10 lho Compa!QI: 

USLD Commmndo!ll Corp. 
9311 San Pedro, Salle 100 
San ADroDlo, TX 78216 
Teleeopicr No.: (210) .Sls-0389 
T~ No.: QIO) S2HOOP 
Alldon: W. Audit LoQa, l!aq. 

Geocn1 Coomvl 

Wllb a copy to: 

Ancr .t Hlddell 
1717 MaiD Scn:er, Sui11 4100 
Dallu, Tau 7!2.01 
Telecoplcr No.: (214) 741-7139 
Ttlepboue No. : (214) 761-4779 
Altelllloo: Ja.epb A. Ho!fnwl, &q. 

SECilON 8.3 Ccrqjo Dclipjtjow. Pot pzrposcs of Ibis Acrccmclll, lho 

(a) • Afl'illales· DIWIS a Pl::nolllhll clm:ctly or i.odircQiy, lhrw&h ooe or 
more lnlmDCdiuit:l, conttob, is eoatrolled by, or Is Wider C()!!ll!!m1 eonaol wilb. the 
ram melllioDCd Penon; 

(b) 'Bnsi-• D~y· maLDIIIIY day otbu !billa day OD whlc.b b.t.nlcs in 
New Yorlt :w n::qulzed or autborizciS 10 bo closed; 

(c) ' cooaol' (lnclud.ina die 1erm1 'colllrOIIGd by' and 'under commoo 
CO OliO) With') me&DI lho poucuiOD. dlrec:tly Or indin:ctly or U ~or UCCUI<>r, 
or the power 10 cl.in:ct or CIIIS4 lbc d.hl:ctloo of lbe ~ or polka of a 
PCI'JOn. wbclba lhnii:IP the owncnhlp or siOdr:, u uunee oc aecutor, by CODinCt or 
aedlt IITIII&CIDCDI Ol olbcswlv; 

. ss . 
KU JtliONh 
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(d) ~· DIWIS the ldUII lalowl.cdl' of the dirtc1on &lid 
eucutiYe otrictn or cud~ Ptnc6 and Ill dplfko 01 Subii4Jarlei wbo are 1i1m1 In 
Section 8.3 of lbc ~ DilcJosw'e Scbc4111e, with RSpCCt 10 the Comp&ey and iu 
Sabcldlarles, and Soctioa 8.3 of the Parmt DiscloNte Schedule, witb ~~ to 
Partlll and ill Subslcllarlea. 

(c) •PusoD• mans an ladlvldual, corporaljoo, putDcnblp, Umi~ liAbility 
COIIIPf.Q7, wodadon, lnlll, 1llllDcolponl.l orpnltarloD ochu c:atll)' or croup (u 
deftacd 111 Secdoa 13(d)(S) o1 the Ex~ Act); and 

(t) • sut.lc!iary' or •Subsiclll.ries• of the Company. the SUrviviJ18 
Corpondoll. Pual or aay ocber ~11011 IIIQDS aay liplifiC&Dt COf)lOI'&Iioa. 
pa.rtDCalllp, J.imilcd liablli1y CX'fiiiMII)', or olber lcp.l ellllry of which the Compaey. 
the SllrVIYII!a Corpocalioa, Pamll or lucb olber Penon, u tbe cue wy be (e.ltber 
alooc orlb:ouJb or toacdltr wilb aey odlcr Subckllary). owna, directly or lo4lrectly, 
more tblll SOl' of the JIOCk or Olbu cquil)' iDit:resu tbe bol!lcra of "'bk..larc 
~ cnthl.cd to VOte for the c.lcctioo of tbe baud of din:don or otbu sovcmift: 
body of AICh OOtpOnlioa or ochu Ictal t.Dlily. 

SEC'ItON 8.4 Apy.ndQlS!I . Tbls Aarccmen~nuy be amended by the pattlea 
hcn:IO by actloa laba by or on behalf or their rttpettivc Boud.s of Dlrcc1ors u aay time 
prior to tbe Efl'cc:dYe TUDe; prpyiclcd, ho•cver. tlw, 11\cr approv.at of tbe Meraer &lid this 
Ap-ccmcu by the &locHwldm of lbe Company, 110 II:IIClldmcDt may be made whic.b by law 
requirc:s funhCT appl'OVIJ by IUC:b ~lc!cn wltboot sucb funhu approval. ThiJ 
Apcanent mAY 1101 be ~ excepc by an lmtrumem In writia: •I:Dc<l by tbe pa. ties 
bcrcto. 

SECTtON 8., Waiyq. Ataay time prior to the ntroclive Tunc. 111y puty 
hcn:to ~DAY wltb rupcct 10 1.111 olber pany ben:to (a) extend the time for the pcrformaoce of any of tbe obllpUoaa or otbr:T aw, (b) waive any ln&c.curaclcs Ia the reprcscnwlons and 
w~ ~r&allled bcztiD or In aay docvmt111 delhucd pumw11 batto. or (c) Wlive 
compllux:c wilb &llY of tht Ill""" 11 or cooclidoDs cowlncd baeiD. A1ly such extcDJi.on 
or waiver shall be valle! if ld forth Ia &ll lmuwocDt Ia writiaa lip:d by lhe J1111Y or partks 
10 be bound lbacby. 

SECTION 8.6 Hcadjnu: Cqnslll5!jon. The lleadiac• contaUied In tbh 
Apcmcnt In: for n:ftrciiOC putpOJtS OJII)' and &balJ 110( affect In l1l'f WI'/ tbe meanjDI or 
iDicrptctalion of tbh ""caDI "' 111 this Aar-m (1) word.J cl.eooclna the s~Jl&ulu laclude 
the pllu&l &lid vice vasa, (b) • i!• or ' lu' or word.J cl.enotina ID'/ aeock1' IJIChlcl.e all sc.Jicl.en. 
(c) !be wo.rd ' lncl\ld.ina• siWI mean ' locludlna without llmlutlon, • whelher or not exp~ucd, 
(d) any rcicrm» 10 1 $Wille ihall mQD lhe Jta!WI: &lid aoy rtJUlatlom tbertU!lder Ia force u 
of the d&lc of dlls A&-.a& or the Etra::t!vc TilDe, u applicable, ualcsa otbawlse e.xprualy 
pcovldcd, (e) &It'/ rcfcrcnoe baeln 10 1 Sectloo. Anidc or Sclw!uJe refen 10 1 Seedon or 
Anlc.Je o! or 1 SelwduJe 10 tbh ~ ualas otbuw!Je JWcd, (f) wbeJI caleula!lna the 
period of time wltblo or followlaa wbkh any aet IJ 10 be dooe or 11C9f Wc:n. tbe elate whlcll 
II lhe rcf.cr~ "->' In calmta!laa JUCb period &llall be txcluded mllf tbe 11st dly or auch 

• S6. 
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period is DOC a &dnaa Day, lbalthe period ab&ll cod oo the nex1 day wblcb is a BuJI.ocu 
Day, llld (I) Ill)' re!ereu:e 10 a party's "bell dforu' or 'QO!i""" •cially reuolllble effora' 
or like or limllar pbplcl U.U DOC IDclllcie IllY obu,adoo of audl p&ny 10 pay, or CIWIIJICt 
tho paymeat of, moocy or ocber considendoo to aoy lbltd party or 10 arme10 the impot ldoo 
oo such party or 1u A1'tUiaw ot aey condltloo rcuoDlbly wDlldend by tudl p&ny 10 be muerially burdensome 10 audJ pari)' 'Ot Its Afli!iatrs 

SECTION 8.7 SmobUjty. (1,) It Ill)' 1tm1 or ocber provUIOD of lhll 
Apeancnt IJ Invalid, IUe:pl oc Incapable of beJJt& eafon:cd by arty llllc of law or publle 
policy, all olhcr coDdltiom llld p-ovlaool ot dlil Apazlclll &ball oevcrtheku remain In 1'1111 
force llld ctteet ao Joq u die «MOmk oc lepJ subslancc of !be tnosacdool comcmpllted 
betdly is IIOC lffec:Ud In aoy manner advaa 10 arty party. Upoa such dctaml!wioo that any = or Olhu proviJioD it bMlld, l1lcpl or blapablc or beiDa cofon:cd, lbe panica bcrcco 
&hall negod.alc In aoocl talth 10 modify lhb Ap1:cmc:Diao u 10 cffc:cc lbe or1,UWinlent of 
lbe panic~ U elotely u poulblo ID 1D aa:epuble I!WlDa 10 lhc eod lbat tnDUCtloos 
CODiallpbiCd bcrdly are lll.llllleclto tbt cxteU ru.sombly pouible. 

(b) 1be ~ llld Puall ape t:ballhc feel providt:d In SccdoDI 
7. 3(b) aocl7.3(e) arc fair llld reuolllblc In lhl clrcwultantu. If a coun or wmpeWll 
jutltdlcdon lhall ~. by I fiD&I, ~Je judp!ICIII, dctenninc that tho I IDCJI.IOI 
or any sudl fee exceeds lhc mnlmum •mmat pamltled by law, lhc:n lhe &moulll of J\ICh rec 
thall be rcdllced 10 Cbc nmlmom anoWI pcrmJaed by law In lhc circw:nsuDtcs, u 
dclmnined by audl cou.n of c:ompelall.}llrild.ictioo. 

SECTION 8.8 Pncln; ASTmnCII· This AlfCCmetli, IO&elber with lillY wriw:n 
~ Rlllioa 10 the lf'D'K'ioDI CODiallplalcd bc:reby ealerCd inlo COIIICmporancowly 
with lhll Aarcemc.a. mnsrinr•cs lhc COiire apemc~~~llld supcn.cdt::s all pnor 1&1'" o!N\1• 
and lUlderaki.op (other thao lhe Coaf)C!enri.!ity Ldlu), bolb wriual aod oral. amooa lhe 
putiet, or aey of lhcm, with rcspea 10 lhc subject ma11er beleof. except u olhctwiJc 
cxpres.sly provided bertin. • 

SECTION 8.9 ApltJJDC!J!· Mc:mt SUb. This Apemcot &ball DOC be 
aulped by opcndon of law or Olhcnrise, cuepc t:ba1 all or It!)' of !he riJbu of Mercer Sub 
bercwlder may be ualaned 10 Ill)' di=t, wbolty-owned SUbsldluy of P&rclll provided lila~ 
no such auiJMIC.III shall rc!ltvo lhe usicnlq put)' of Its obHptions bctcunder. PamJI 
~ the 1'1111 &Dd p•001nl perform.mcc by Merztt Sub of all the obU,atlool bcrcundc:f 
or M.c:rtu SUb oc lilY such ·nian"'· 

SECTlON 8.10 hn!ca !p lprm; 11. Thll A&Socmc:Dl lhall ~ blndlns upoo 
and !ram solely 10 the bcocflt or each pany hereto. a.lld notb1oa In tbl1 Agru:mtnt, cxpra.s 
or implied, il inlltlldcd 10 or shall coa!cr 1lpOD I.IIY ocher Penon aoy ri&bl. bcnerot oc ccmcdy 
or aD)' D&lllrc wbalaoevet uodu or by I'UIOO of dlis ~. ~. wilbout 
limlr:atioa. by way or lllbroplloa. odler tbllll Secdoo s. 7 (wblch Is lntmded 10 be tor lhe 
bendlt of the lDdtmDlfiod Partlq &Dd Ol'llc>cr Employee~ and may be cnfocccd by ruth 
Iad.tmnified Pvtlu llld OO'Icct f.mploycea) . 

• S7 • 
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SEC'IlON S. ll P&!Jurc or lpduls"'iC Not Walm: Rgnp!jrt Cumulariw; . 
No failure or clcYy oo die put of &111 puty btmo ID 1he ~ilc or uy ri&IIJ bm"•llllc:r 
sballlmpalr auc.h r!pl or be c:oosuue4 10 be a waiver of. or ~ ID. l1l'f breach or 
my represemarion, waawy, COYCIIIIll or AJJCCI!ldll btre.ID, 1110r lhall any •~Dale or puWJ 
exercise of l1l'f auc.h ri&bl predudc ocher or flln:btt ~ tbtrcor or of aay O<hu rtahL. 
All rtpss and ,...,....,. exlstio& UDda Lhla Aa;tcemc:DI ue cumulaliv~ to, lnd not ucluslvc 
or, my riaha or ""Dedlet oc.berwbc avallablc. 

Sl!CTJON 8.12 (jgwmlll' law. Tbls Apcmc1ll &hall be covctme~ by, and 
a~nsuued ill ~ wilh. the t .. emaJ lawJ or die Sw.e of Deb ware appliuble 10 
C9DI:JXU exeol~ and fully pcrfcn:mcct wilbiD 1hc Swe of Delaware. 

SECllON 8.13 Coon!qparts. Tb.ls AJlc:emenl may be uccuu:d In ono: M 
more COUIIIaplfU, and by !he dlffcte111 pU1ic.s hatto In scp~lalc COWllerpiiU, eac11 or 
wh.idl wbcn acculed &hall be dc:nm! to be an ortallW but all or which W:ro to&~thu ah&ll 
CODStiiWe OIIC and 1hc SliDe llicemt:lll. 

SECT10N 8.14 WAIVER OP MlX IB1AL. EACH OP PAR.E.NT. 
MERGER SUB AND THB COMPANY, AND EACH INDEMNIFIED PARTY AND 
OFFICER EMPLOYES, HEJlEBY nutEVOCABLY WAIVES, TO THE FtJU£ST 
EXTENT PERMrTJ'ED BY LAW, ALL RIGHTS TO TRIAL BY JURY IN ANY ACTION, 
PROCEEDING OR COtJNTf:ltCU.lM (WHBTliER BASED UPON CONTRACT, TORT 
OR OTHERWISE) AJUSJNG OUT OF OR lU!LA rom TO THIS AGREEMENT OR ANY 
OP THE nv.NSACTIONS CONTEMPLATED I:IEREDY. 

SEP 19 ''T7 12:28 
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IN WITNESS WHBIU!OP, ~ Metacr SUb &Dd !he Company b.&vc cawed lhlJ AJ%1'• OVI'I tO be ~ U Of t.bc d&lt flat wrineD lbovt by lbolr ICipOCdVO OffiCCn !hereunto duly andwiaw1. 

PreSidtOI 

• 59. 

LCI INTER.NATIONAL. INC. 

By~~~=------------H. Briu Tbompsoo 
Cb&lrmln of the Bo&rd llld 
Chief E.ucurive OfficeT 

LCl ACQUISillON CORP. 

By~~~~------------H. Brian Thompson 
Ch&itm.a.n of lbc Boud aad 
Chief Ellecutlvc orncer 

USLD COMMUNICATIONS CORP. 

~~--~~------------I..Mty M . Jamc.s 
Cl\llmw:l of lilt &an!. 
Cblet Executive Off!CU &Dd 

.... 
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LCI lniC'fNf-onal. Inc, ~cshcr 'lll1f.h lb ~lartC'I. tlCI cw Uw fU~np~n). •• • f•nllt~ kwla-dlloLWKc te~loC.ahon\ UNK1 11\.ar 

P'~"tdn • btOild n.I'\J.C o( doecaac end iiiMcnYhcwsal k~UKift' ten tee oiTallll""' all m.vlct KpM"N• Commttc:JaJ •botcuk -.1 

tntckr~UIIft.n\lll bulUM'J,I. The CompMy tct"t'C'1 Ju C'VJIOI'ftCt1 UIIOW:Jh kucd Md O"ntd dtltl&J fihn<OpCJC' (.Cthhn 'C)MIU"I lhc 1J \ llifW tnutt 

Ilion 100 <OIInUI " (lhc llct100t\) LCroiiCfWOit wludc> ................. 1ft ..... _ IWur.:"''· C'hK•JO. l'l< .. tMd, ('olumt>on.l hMiotl<, ........ . 

llrlla.lcncy C~y. Lot An1<ln.llld M~o • toM«tiftti.CIIO m<t"''''hiM .,_ lhM _.,....,,fa. 9~,, of II~ rail >olumr 

l.CI lnt(tN.IIonaJ. Inc . a Dtlaww ccwpor'M.toft. was WorpcH"tlC\1 ln 191.1 and h 1 ho~t.nJ compan) The ton'(l.aft) · , Of'(tatmn• trt tondl.klc..S 

lhlOt.IJh LCI'a di lt'CI \<lholl) o"'ncd IUbridl.atta.. LCIIntcmadon:al MIMICnlltftl Sen 1«1. Inc tlCJ Man.qcmcnt Mt\tCU). I (I \f't I Inc and a ("I 
lntcnuuuna.l SC. Inc . as "''II u. Ju bldarm •holly o.,..lK'd aubt.Hhatln. I (l lnltJnMion.f T clcc:om Corp ttc-rn and LCIInlcm.JhttnaJ t>f Vnt•n'"· 
hoc 

INOIISTR\' BA>CKCROIJNO 

III\&OilCIU). lhc Contf*t)' t\b opcnkd ia me sao billion lona-dnl•I"-'C &drt~tn~uthC.atatJt Uldu\U) Tht k)nJ'\tl\tatk.t ln.fii\U) u t.t,r.h 

CCIII'nfiC"Itl'c MJ tt cwrc:mty dromiNkd tt,. die aJvu &.Jnc ...,.,n<hM1e Clttk'n AlA. I ( OJJ"'f'IU<In tAlA I l. Mt I C. ummwft" .... .,., t '"'f'l'".t""" 
tMCII Md Sl'f"'' CotpCitlllcM (Sjlrioo) Ia 1996, '"'" .._ lm .,..NKI) It-...,..s,,_c tiiTocn. m<IW ... lhr t'-r->. 1-..J """''' "' '"""' 

a.:ad••l Sl ... n..,. The bot-. olllor ton,-<1•"-'< u..MII) •-l"•ln !t'MI ~ lll\lll<r .,......_c< ,.....,. lt\tlkr\ MJ •tm• 
R«cna k-lf\bU111c and qut.Mat)o IIICli''tt) n dc1,tptd lo craie one kkcommvrnc-IIM)ftJ tnt.hntt) 10 mtomp&u tlo&b kwii~•"-M<t anJ ~'' 

td«ommuniC'".SIOn tc:niCG. lM toea.~ ~UCIIJont ~W)' " ~...UI) S9' btU.son --.1 h 4otn•AMN h) IN K'm ktt--.•l lkll 

()p<nlonJ CO<ni"J'OO (IUIOC:>) Md OTE c:..mm.m ......... ('"'1'0'>1""' t<·l n Tht RIJOC• ..... ben ,..,..... .............. , lu I"U•od< ~ .. r 
dJ:l4M« Kf'\ k;t bm-ft'ft lM:t1 At.cus TI'IIUpOft AKn (ll'llal..A 1 A) owh.h.k 1htet rnp«11'c "'JM)I'tt ll'H- ft)(Yrc of COftlJ'C'•t.on ,, '"" comtloln<J 

•nJu.rl)' •• t\f!CCUd &o c~c .li&-..flantly It lc'Jit.l.ah'c and tc'fulMO? IC11' thc' rrosrc·n I~ Comflrln) llltcftt.h ro pro'kk """'tt.ncd aut at iN\-1 

l~'nl-diUMU' M'f\t<n Ia tompde in~ iJ apC'C't«<&o be aS I '0 Nllt011 combtfW\1 m.atlt\ 

Ute prncnt kl'nJ-dl1ol&nfC Wkcocnmuntaiiont mar\ etplKC •IU .tl..art.J b) the IY ... CovttoOI:dtrcd dl~("\\lhH't h) AlA. I Qr lh 22 lkll (Jrc"rit'IIRI 

('ompMIC't- l.no ~n N ·uoc.._ • AJ. P1ft of the AT .t.T Oh ,.ll~.Hc t'Uf'I\Cnt l>rtt('( 1hc Unhtl.! 5utn ~ n iJI\ IOJ<..S Into JC'Ofr-.rftlu. ate.a\ ~no\u I\ 

1--«tf lt..C«:u Tnrupon A.Kb (tATAJ). T'bc focal uc.h&nJc Cllllkt•ll.t ('tl. "hkh tnelu-.k the' nell Opcr~J"l (.'otnpMIC"t MIJi ·~cnt IIK'•l 

nchan:ac Clrtntn. JW'O'kk lo<'&lle'&tphoac JCtYKJt, loc•l ac:cn\ M'f\k('J and thonohtultotl M'f\tC't ln.ltft,ch..nac UfHth Cf1\C,, ln(l\t\11nt 11'1< 

Compan) and C(''f'Uun tnd('JIC'I'ICknl kxal ndwlcc can•tn. ptu'Mk •nW I A It\ IMJ-dl\lanc:t tel' tct and klrof:-dht.l"'-<' ""'\ ttt "•thtn 1 .AT'" 

the com,.,.)'·· .t:Mirl) au Compel'" and IN" it fiVbf«1lD d\an ..... tndU\.11) ton.JtbOn.J Rc~rnl ktnbt.,....., •tltJ lh< te"Whi"J , ...... ""'' an.J fC',1Jl.alltrt\ 

khon 1\1\t ha4 • tJ.piRcanc WpKI on lM n.w1m1 ind"'"'-'> t'a\U\Himcnt I ht\C ~h.iltllf'' 1111ll1hn 1bc' n.atuft and ckptt ,,f (Oft\I'IC1•1N~ot~ tn hoth lhl' 

lout MJ ""'•"'-"""""" o(lb< ~ 



TEI.f.COMM UNlCA TlONS SERVICES 

Tbc Compa:n) pta' ldet 1 brold amy of loon&4•.s.tancc cdc<omnumJcat•ocu tc.Otea ID 1111 tuu.omcn. "tuch ""ludc r~n'knt...V""""-l"l bu.S&rta\, 

medJum~~ltcd and bt&c buJ:J.acuc:s. ~ eccou:nc" ocbt:t anw~chanac ctrrkn. sovcrNncnl tlftKlu and ICII.kmK in~hut~t l W CumjW\) ·, 
J'kitch<d KtVttC1 include buk lonJ-cluaancc or rrKUU~cd toll tenter ( M'fSJ. etcmlbt~ ua ·1 ~,.,, .. IJltJin• ''' dh•li"l 1 fhr till It ~teen c•l'llt 
C 10\.\\) The Comp•nr alto pto·vkJn 1 "Iliff)' of " "'- lit• ltlttunttthlf'lkiNions wr•l.:ct tWA I~) ,,ajlab&c throuah s•hchcd ot dcd•u'N hnn 
l>ut 141 lht l hMttl unhctaa.l VM o( h.~ quality d JalW u-..umiuion r~llilio.. lht Camran> bchC'~('~ Ltw qtiJIIl) o( ll""-'lnWil\1':1 u no ton,C'f • 
JubstantlaJ Con\pctdi~ ldvaN.~JC-

The Campen)' tw dc"c.k>ptd a rn.arUiln& wa1q:y that (OCUJH on d•I'TC"R1'11Mlna tn 1luuuah "'simple. (au .,.-:d inn~•ht"' dumuu" an•l 
lnrcm.a.tkMW tdcwmm~Jn:ln:lioN k'I'Ykt oSfni.ftas '" lllmll'k~ KJftiC'nU The CompM)' rwo•Hktlo•. fhf"' W'ldcnland f~tJ. lha.l ... .,. ptll'l\1111) 
bn<d Oft lilt lim< 1 call II pllccd (I.e.. dill'"' or &11:<1 b•nlMU boun) ond not b)' 1M do,_< of oon lnomuu ull Call• ate bolkd pruouonl) boo«l"" 
M lnhi1J cJutac. wftfra KfdkJonallncrcmcnU of .U acc:oadJ.. 1U O$)pO'W'd IU (ull ml.nutc IRtC'f\Dh d\WJC'\1 b)' MW'I) O( lhc: (.'ompan) 't CQmp('hton (ot 

rnkkftJlaJ "'''"c Thlt ~kc otfcn cfiJCounttd C'\'c:ftina nt« bc11Mif'J ll 6 p m a~ docs nol rtq-u~rc ""'1lna YfJid Wet how" lot dncounh lhc 
ComJ)Ift)' doa Mt auac:h uy compkx condkklru t.o lhc simpk, faJr and lno.pel'l"\i'c KtVt«, wch u mtnlmwm mon•hly •. ,.'IC or tum ttc'QWrtmtnl\ 

or n;quiriln& cuuomcn lO sian up other cuJ&Omen CO cam fuU dbcou.nLJ fot commtrdaJ Ct.l\l.umtn.. I.CI aho rocvv' on orTnin& • full tcxnpkmcm 
of hlah qualily. com~blwty priced kn'kts to amall, mecllum·Jiml •nd larac cut.&prncn. tndudlnc uJlif't urd xnkn. loll·f.r« iot'''~e-o. 
oudiocanfrrt:nelnJ. (ratM rtlay dab KtVkc. tniCTnd euc:u. Md ap«ialutd hrth~~olu:mc d.at• tranwnbJ•oo Kt\)('('1. AhbOc.ich tl'lc Comr-an~ 
J'fO'Idc::J lonJ-dtm.ncc KrVka so • "'de fWICC O'f marlct M:Jmc:nu. the Compoat\y dt.)c' Aot t«l. co comp<1c ''"h C'\CT)" tent«' oNrrcd b) the 
Com~)"'J comSK111an The Compan)'s lfni(J)' l or compcmu·c On•~Uuy IDCI\hk' • Nla:n« M.ruu all m.&tltl ttamcm .. ''''h tckw:tnC' tc'""'' 
offcn.o,.L 

The Comp;~n)''t Sltatcatc dlf'Cdion b a~ppon.cd by .1ro"'1h LhtouaJI J~OJI•rhk C'\pMllon or NJ~, p-nc1'K'C and Ntt,\OtL Ofi'CDIIn' l.a<lti•hct.. "'hell 
u ap!Vl.-1lon in uta ch.Jnnch. WJ.dcd kn'i« orTcri.rtp &O tatb mat\~ J<1.mcn1. a.nd w:lw.,c acqun.nJotu lhlt 1pptoach u dc'pcr\dtnt on 
m1mu.nin1 effic•mt. ~ C'OJl openrbons in onkt to prucnc pn~tna nc,lbtht) ami opcnUttJ m.vruu l"hc: Comran> ba1 tu,..o,.ull) man.a1«f U\ 
Klhn,_ li mcnl and ldmlnitataaJ\'C a.pcrHCJ a:1 1 pcte't'I\IIJC of ~enuc ~hK-h n ~n ch.an itt lhr« luana cumf't"iUon 

COMPt::TITION 

The lonat-.dlt.IM« lciC'<tlmmunJc~doM m.ar'Lc\ ,, hlchl) c:otnpctiH\l'- lhc rwinop.al Cumf'l('tdhc fMIOU :J!ft(tll'lll the 14K'-U' C)( !.he Cornpi&nf~ 

)olrJ'f'l:) iiiC tM md\I'Jlr)' carlnanmau lJ dacribnl abolC, rnc1nJ. cffKK"'' h.•'!'ofO't QP«Jijoq~ ~VJ&9m(f K'''''f lnd di\(nll) o( '<'f\i\O tn4 
rC':~h,lltj. , .he Cornrtnl'J. P'''"'• app!'OCIIC'h lJ 14 otro I J~mpl"· n.aHJk pnCinf J.ln.K1UIT ",th (;a&cj JC'OCrlll) beta\\ lhc»k or 1\1 A. I ' Mt•l w Spnnt 
Tht) pnc:1n1 &U'MCJ) 1-, wppontd by a C'Ont.lnuow focus on lo,..niftJ W un11 co~ a( tbt Comr.at•)'t tMt o( W'f'kc. \\hid\ m.ablo Lbc Comp.&A) tu 
~:omrctttl\cl) price its ~k:n. Rtttndy, ccmin Joftr-dkloan« Cllncr-> hoHc uurodu..td • '-at•cf) or rtktnJ Pmtram~ &ha:l h.a~c tntru.l.c'J 
compc:tiU'-'C' pnona prcuurn LCI COOia.Dutt tel bc-IK't that lu Jlmpic. fa•r alkJ •n.c\J'I(Mnc: m.v\.dU1J tni.t w-r.Kr fi'•Jn• •S'f!n.lJII!h n \Cr) 
(4.Wnf)Cc.thc ln rc.tatnint niJiln1 cu:llumcn. as ~c~l u ln otulntnl ~ cu\&UtK'r~ tht Compatf, •b•hl) lil c;~Jtntx'ft C'0«m<l) "all dcpmd Oft 

mamtllr:una hiJh.qu~llly, marLc:t-dnvcn tcf\ ~." prlco &cncnH) cqu,.l to Of bc'l~ th(tj(' cb.:a.tat.- ..,. 11, mlJot C1Jti'IJ'C1110h. 

"' I) rnul1 of &be ~ of the Ttl«ommunJcatjon, An or 1996 and the: df«l of oU-.·r I ( ~uiMnt) tn~lrn \Jn.on\C'\J be~ (W'C I «'ShiJ,t""' ~anJ 
Rcsul.al#r) Mauro). lht )lN<tutc orlht lnduill) h Ope<'ICd 10 ct!anrc h) ll'llh.all' aUO\\ItiJ kx'al kf\ t('lt lO ~ l"fll\IJN h) utfltn flolh(f than l f.(.",. 
uhHt (\~tually pnmtUinJ RHOCa 10 provkk lttlnl...A r A luna...tn•MICt ""'' IU ,, iltltn lhflt SCf'k:t 1(NII0fl'f"\ (.'(WIV1tUC'nll~. lhC' t'om;gn) npcch 
CtMnptt•uun ~ uhln ehc Jndu..wy to h~rux Ira both lht Jona-dhut)(r •twJ h)C.-1 m.ulm u\et l ltne' 



TARCET&O StRVICI: OFFERINCS 

Rc.:sidu\t\JV)r1'1.all businns ~and rMdium·lircd Minc:ucs pn.matll)' purd\uc t"n4: ... "d Kf'K~ ll'bllc un~n and la~ac commcfcuJ 
cust.omcn rrp.c:a!Jy pwdwlc bod! •••tthtd and d.ed1atrd IICCCS\ Knkn S"led'fd tef\M.CC't.. ch•r1C'd ott a ul.fJt·~tetndt"C ba"" ••c 
ldtcommunlnlion tcrVX:n povldcd &o ac:h C\J:S.tomct lhlouJ,h sw•lc.hinj and 11-anMni\.JIOn (Kthhn f'rlutc IIAC "'''").. • l)pc of dcdt«icd IIC«l~ 
5enkc.. art cJutscd ()C), r-"ctt pori« bt.sit fOt whkh \rArumb•ion t~padt)' I• rnc'f'\'C'd f01lhaa ~ou.r.onw(• u-,rrK 

The Company U.KJ. 'lllicly or channels lO miiUt ill xnkn In lddnfon ao iu lnscmal a.alc:t (Oft(.. iilC Co.tlpan) VlU. comblnaii.Qn of tch (f11\lhl 

tcl«rwkclln& aNI rhif111*ty Ales qcnu. Durin a 1997, lhc c....,..,y eonrinu<d 10 a pond Ill Yln .,.....,.. IUo" lh< counery eh""'lh •II ol rh<>< 
chaM<IJ, WlU. r<Jp<CI 10 U.inl·porty Ala q<IIIJ. «HH\pcnl&lion IO< Uln It poJd 16 .,_ In lhc rurm of on •••'"•• cornmlulon b....S upon 
collrtttd rcvn~uc 1t1ribut.abll w tuJlOmen hicntifkd by the qcnU. Rcsponaib\hty (or the Cut«Hnff' rdanont.hlp, inch.ad•na ~lhna lnd cvuomcr 
NfYkc. b malntajncd by lh< ComPI"J'. A..tncrlttll Conwunkatlont Ne1worl. lnc. (ACN). a Mhun\'«k nt1~~~ocd. of Lhltd~pat1y u.le1 a.acn''· 
con.linued ta be lhc: '*"" ~"' or th• Comf*'Y"• t.aJa -..n'- Md a.c~n!ed ((K • t.lffUI'k-M\ po•UCW' or \he ComraA)"'t. ~ha.Liwn.tl 
bf»incJs J&Jts aro,.t.h ACN is wthori«d to sen ccnaln ddintd '""•en 1M~ cutra1tly c-.nl. M'' KtHC'n m.a) ot ma) not b< tuthowcd m the 
future. 

In Jt.tne 1996. the Com:pany aacnckd Its contna "kit AC'N tbtou&h Apnl lOll. In curn.kk:nuoa for t.tw cootnkl C\lrnwott. u "''-II &) AC'S'> 
nclull"lty and nono<ompct.c :wo•isk~M.. Lbc Company ctwnmim:d to male h"~O pa)mcnu on d<<~patcd dlln "h!Ch •ill be amoc·~~rc4 ewer the hlr 
of the (Oftlt1K1 " ponton er lhac pJ)l'I'ICnts b condnc~t on (UIUIC pcr(Of'mll'l(_( b) A(."'N 1hc IJfC'C'tnal also tonl.llft) • f'MYIVon •hnch)' ACN 
wilt ruche a ~~mcntlfthctt is 1 than.ac: i.l'l &he coatrol of the Comp~~~y. In conJilkmtan Cor thu ci'l»a< in CMltl)l J"')mtnt tht Com~n) "'II 
rcccnc 1 ) I~ reduction Ul lb: OOJOinJ commi.ssJon fllC.i pilei lo ACN lhc dwf1c m control JU) mcn1 h c:ti(U!.atC'd f'I.Kcd 01'1 1 muhtpk of thr.:-c 
lfmb the ll'tCRJ< monthf)' collccud rc-.~uc lcnctlled by CVAomcn kknllOtd by A(."'N the monrht) co11«1N rc~c-n~~t auntc 1\ nkulatc:d OHT a 
2-' .. monlh pafonnancc ~dod s:u~t to tht ch.anJc In (OQtrol The amount ot thu j\j) m<nl h therefore d<~cnt u(IO" ACN"t Jc,cl ot 
p<"rfonnancc dunnalhc mdrc:pnforma.ncc pcriod.~ttd unnoc be ru~y ~u~1.11N lllh&J 11mC' 

OUSINESS SERVI<:I:S In 1996. 199$ and 199>1 bvlrnn• ionJ-41...,.. <V•ll>m<n. lnclodonJ ~holc-o.ol< ... ,,....,~ D<tounr<\1 r., •l'l"••lrn.tl<l) 
?mi., ~and 90'-" o( the Ctmranf• rnmucs. rcsprttivdy The Comran) h.ls opMW<d It) mJ1\.C11n1 to 1nclu.k a f~o~ll tllft.Cc uf bt;c an~ J.m.:&ll 
buJ.In()Sd. throushoul Lbc Utl&cd Swu tn raponlt 10 the fu.·a.ro·n i.nz mru-l.e1 of ttrull .,w hom<·b.btd btlt-•nt,)n. ahc ComP'ft) ckii\C"tc:J 
)('f'\'ica tp«lall) Lal~ 10 :M ncccb of thac (f.IJtomrn Unh .. c 01~ pl.an.J: fat buSinn-"Ct.. U\.C': CcNTIPJft) urrfh rt.aA\ 1-h.a.t ..so ®I ·~~.nrc lft'm 
commltmmti.. conttactJ.. ~ip&Jon (tn Of pm.-llkt.. Tbt Con1pany'• popuf.a.t cornmcr<•al Kt\.Ca,. S1mpl) Gu:wncC"C'd(R). lni(Jfll)iR, aAd 
S1rnply (Ju;.lnul(k), h.a~c cotrlnucd 10 bC' sutC'Wful and h.I\C b«n o.te:ndt<t to \he 1mall al'fl.l mcd1u;nHJrtd b.wncu ("U\\Omct The Com('M) ·~ 
.s•mplc. fah and l~pcnltvc pMiusophy abo lnduda ptidn.1 fut lnktn:.oonal C:AIIJ>. •11!'1 rt&o bucoi:l un th< cou.ntrlc't lrl\oht'd 

The Company aiJ,o orT'm pri\'11C lux tckconunuttk::adcwa .cn.c-n to'" bu(lt)ICU anJ .. oo.nalc cu:1tomm f'mn110 poin-t xruc~ arc uuern~oh.tnrc 
(acilttlc-t dt'diC:attd n.dushdy fot. alft&Jc CU~C)ft'ICI"I \IK. C'OMtdtd to CU\lOMlt'f IOCDdOtt\ on botb C'ft!J• ~\ltb dctJt~-alC'd 1(((1.! r.-:.htl(') Rc\ c.nun 
(rom polnllO pi)H\1 K:Nkc-... fndudc<f in bu:J,inc.U f('\('_ftuc:J &bo\'C, ntre IPPfO\iri»ICI)' 10"-it or 'otlll n:'\cnU"U fM QC.b o( 1?96. l .,t)j afld 1Q9J 

I h stoncall) aros:t m11Jint on tala of thcsc: Knitn h.n"C bom hiJ.bcr tru.n the Comp;loft))l o'uall a\C.rafC ""'' lo ti\cd rran\lftnWC!tl fa.:1h1J« In 
plxc to hAndle thac: kt'\'.cc1. 

ADOihcr lmponlnl JiO\IfC:C or rncnuc r01 the Com~ It !he s.ak or tra.rumluiOU c•~f) .and '"' Kn lo other IMf~l\l.u-tt.C' '' twJJ~kt) .14\J LQ 

rntUm o( lon~l1UtiCC terti('( AhhouJh ltoU m&tJI.ta on t.alti to wc:h C'U.\Iom<ff'\ an rc.ncraily loner l.b.tn the Cotnpan)', U\tr•ll ''C111Jt. the 
~'~'<c ('\p<n~ l.l\Oelaltd MILb thb ,qmcn1 uc tho k>\-.'(f, tnuhiftJ in an upc,ltna ma.rJ_tn In ltftC "'th II~ Com~n) ·,. O\Cfolllltlcnt< 



RPSJOENTIAl. SERVIct:S Within the pul three ynn abc Company tw 1mpScmcntC'd m.w1.chnJ and tt~'Hc:-c ck"'c~nl cfToru •nlcndc&J so 
c~\ pA.I'Id lu Jb&fc or atK U.S mickDtlal ""'c-diuancc mwkd As a result. the Comr-nt'• rc.ddc:ntiaJ tc,m\lc arcw .n C'\tcu uf IQO-. 1n Clo(.h of chc 
r., <lv« , .. ,. and ,_..,rd _.lmaldy JO% oru.. C-)"• ,., . ..,..,,by u.. md or 1996 lht. Is c-paml .... awo•lnu<<ly 1m. and 
IM•orthc Company'& rc-\'tnv:s at the: cod or 199S and 1m. rap«th·cly 

The Compt.ny h&.s upcrltn«d an ln<tcuc Ill tdllftJ. JC'I'ICriiiiW ldmlnlWAil'~ e'pcn1t1 ~ 1 ru~Jt o( the •ro-o-til an abc rntJcntLaliWNtU bu.tJna' 
t<l'l>h:e line- flc1.ick1'1tl.&i JO"Ykc ,....,eJWIU.,.. pt"tmatU)' tHikd Uuouah UC... tcs.u.ltu•• ln hJah« IHlllftJ a.cf"\K~ ~'J"Cf\\<e'-' (01 ih•• ~rvKc lnw ln 

oddillon. lnc:IUJ<d .-mlulon "'-. IOd blah« Ales oliOWIIIIC< IOd bod ckl>l C.J)Cm< II< iN:vtT<d ~"h 1111• ol>on •• cu"-.r ml• The 
rc:sidc:ndlllsn\IJI ~ncn KIJI'(ft1 in¢UQ hiJhcf ptOpOnionaJ sc:Uina. &cncnllftd adminbzB&ivc COUS. bul at~ fWO'\'Mk'l I hrJ.hct pau tniiJII' lh.n 
olhcr xamct~u. 

The tisnlfK.oWll rc1kkntbJ Sd\'ka 110"-u. rtlO ¥~-c:rc accomplbbed rwimarUy lhtouJh the C.ompen)'t a..mplc.. (~t and l""pcnJI\ C' )ot'OiC:t otfmn,, 
thac c.h.u&e N ttomcn bawd en time of d.l)i, flO( dtJU~>«. Tbt Company otTU1 mkkns.l.ll cuJiomcn '•mpllf.cd ntn. dJ1tt1 d1ahn1 fot M~.on .. w;Sc 

and lntunational calls. 24-hoor "'""""'' ...,.1«. combined blllfnJ flom the loul fAchMJ< unl«. u•·...:ond tn<r<mcntol bllhQI and ""'"""' 
sp«lal fc01ura W<h., WO<td COld Pt01(R~ 1 calllnJ can! option. and pa-.IIOO·nlllftb<n. 

LOCAL SERVICES. 1M Cornpan)' Is lnvohtd i.n U.Ce Kl\llatory procudlnll LD ' arlous mtu to K<"Utt •pptovaJ IO oiTct 11)(:111 toen'k<. 1;6hKh 

\' ould enable 1he Company 10 prov'dc combined local and lona-d.tJ&antt IU\ leu 10 txiPinJ and proJp:(th c un&omcn 1'bc- Company has rcu••«< 
app<o.._l lo t<tdl ""-1 om-1:-c In 11 >111«1 (Alabom.t, Callfi~n~la. Colondo. COIIII((1lwl. Florl<la, lk"'l'._ l lhno·•~ lndoona. ,.,.. .. M.u)l..., 
Mi<hll""· Mlnn<to<a. Mlnl.ul1'91, NC\Oila, No" YIWII, PCMI)honla. S<Mh Corolloa. Ttnnn'<f. leu._ W&llolnJion and W'"'""'lnl .,_, llot 
Oisttic• of Columbia.. and has applications (OtlocaJ tuVkc a-uthorhy pcndlnaln anochcT K"C:" .. a.lct M or Janu.ar) I ?ln. the (.'omr;anr "•' offcun1 
local tclccommwughons se:r,·fcc 1n CaHComl.a.. llhnob tn12 P.:C"W Vorl. Addrck>nally. u of M.atth 1997. 1h<c Comp~tn) h..S "InN •trcnncnh ""'l.h 
Bell Sou.lh and Amcntcch to pro,·tdc kK-1.1 K'r\'kc"' lhe ra.p«tht ftlnC'--\tatC IC&ioa and nvc•lJAlC' fC'JIOO )('f"\J(«f b} each I...EC 

1nc Cc>mp;any has ~la'ldcd ;u Wnplc., (•Jt t.nd ll'l<'xpcnsh·c nwkdlnJ tuaaC'J)' to hl lont t.cf"' u:c uffC"r1n1' 1 tuuur.h lhot Comp.ny'• '\tmpf)' 
l)irctltR) lo(:f'Vicc orTerlnJ. LCrs tocaJ K'l"rkc (V:JlOmCft •Ill tt«i~ s.imphf'ied t'l.lt"l, dlt't'C1 d1...Stns r~Jf ~~ and tonr dutJnct Kr\ltt, l~·bout 
cu~omcr )(t,·ic:c. CC!mblncd bllhna fw local and lMJ dtUane< s.m1cc and s:U-tcc:ond lncrcmc:nul Mlt.na 

fACI LITI I:S I:.XPAI<SION 

I he Comf'lft)'"S NetworL ulihta lranwWkJn eQuipment CCNil.lstittl o( d•fltll r.ba optk II'M!tiT\IUkln CUC"UiU IU h~mrlc1t "'""I...SI\IMI('t' <•II• 
Witlun dw Ctnlral Mid"~ ttt;lon or lhf Unlttd Sta&n. the Company Clf'OVido wn;c~ JWlmatll) dSitNfh (~ or<nhM ur lU I,·U)O roulc•mlk 
nc't-·orl. "hjch uKiudft dtJita.l nbc:r-opcic rranunJuion (IICtlil'o 0\llrKd b) tht (um,p;t.n) Na&i.on¥~t6C', lhl: Ctam~) rroHik\ lonJ--di~M\("( 
klccommumuhonJ tciWKc:.t pimat'1ly thtouah iu cflllft' NCl'ftor\., \\hkh lnc:ludn both O'-'ocd '"" ka:\C\J diJlt .. ll fi~ ~I( Ulan\ITttUH)tl r.acll•lt<1 
J9~RAinc rhc C'otiHntnlll Unlled su~n. l.n F'cbnuty 1997, t.M ~M) enlettd i.nto an tf"'C'mC'nl w C..\.tcnd the C•tt1f\.lll) ., ()\.U\C\1 Nch~CML b) l,l\Cf 
3.100 rou1c milct.. Ocliv(f)' and ICCC'pWI« or~ f.Kihun h cl~ t.o occur in the ta:ond ~••If or 19?1 lbeC"-mr01n) "'J"«U uw ru c<nr (Cif 

k<UC:'d fti'1htia wl11 be rcducccl u 1 rcsuh orthc NC'h~·ott O.patUKIC\. thew co~ mJ~~\ "'" occw a'ct tcHral )on •' Nch,CHl. Of"•mitiUIOn h 
athtt"~J. The Cttmp;M)' "ill tonlin~ lo ~•Iulie thC' bnlQfllion.\ to t\pand h' rv'"DI'l capacU) thf'OIUJh lc~ "' o•,ncJ ()o.llttJo 

The <.:om~)· o.pi\OdctJ opcndns ofTi.cc:J to ~lh C.rolln.a.. Mkhlpn .nd Tc-nnol«' u "ell u uln ofiM.n "' Uw nuJ·"c>l M~J loOI.Ithcrn rtf"m' 
of lh.c Umltd St.a.talh.rouJh reuntacqub.illons. Ourina t996, lh.c Compt.ny opc:n<'d • U'ClOftd ""'IONI cv\IOfntt \Cft ret center ,, Grt"tu,•llt. Soulh 
CAtUhni and added K\ a1J ,;aSo omca durlf\J lbc) at 
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ACQUISinO-''li 

In 1- 1996. Ill< C-y............, lhc ..,...,_ ..,,_,.of I'<M>>h..,.. AhmwM C"""""""""""'- I"' W ... CII lilt muk• of 
"!'<""_, r .. PAct'"" wlodal., lhc ~>'• <~.Wed~ of OjlmllOIU r,.... liN I. 1996 In I~ 1996. tilt COlli...,) 
putdt.a>cd lhc ....,...,_ l>'Ur'f)<s of Td<d'..t .......,_ loc: llcl<d..t Ammca~ • llldt dld ,__,., •• U \ \oJoul Corpono.oo aoJd M 

affilt.Ued COtnPM). ATS NctWOI't. C w uaiM""'U. Inc (ATS) Tbc ..auh.t ot opcnuonJ for Tdtd.W Amc·nu It'd A I\ •m: •ncl\llokd u• me 
Compo~~)•• contol"""'l .--... of"P"'"'ic.o• r,_ IMUOOty I. 1996 In 5<p<cmbn 199S.IIoc C-1 a<qwcd C"'J!!'.O< lcktnaMJcmm Corp 

ICTG~ • <l<trft• ilk. s-11 ~ -id<r of loq-do.._. -~ 10 <-w <W<Hn<n '"""''"""' olw "' 111< t"'"r-f• 
<OfttoiNbi<don\IIIJ ofopcmions r .. I99S locludcd CTG ,,_ S.pc<lllbct I. 199) 

LtCISI.ATION 

Ttlccommunklllont An a( 1996. l.n Fcbrvat)' 1996. 1hc Tclteommwuc·.-•on• ALl of 1996 (t.ht AC1) •n pa~\(\1 b) 1M l!Mtd ,, .... ,., t.:oncth\ and 
a.lsncd ituo la-. b)! Vruldcnc CUnton._ Thb comptthauh-c tcl«ommu.f\k:,.ioru kaltbt~ \lll'b d«ia.nc:d 10 incru.w tcmpa111un • n Hw Wn1-d•\UM< 

111111 lo<ol lfiKIH'MiunkoMioru blclwcrltt., The lfllllollool • Ill olloss lhc llliiOC'• 10 rtu•kk ....,...,,...,., •mo<< on t<(hanJr h• ''l'f'""J lh<or ~oul 

n<l•otl;a 10 compdkic.o. Under lholqblllloft. die IUlOCo <Ill I""""'''"'~ l'fO•klc lntrti.AlA t<rsl<c OVIold< of olwu k><al·"""' IIIOIIOto« 

\\htlc ore ltld ocher ln6cpc•wkcll LECs CM iatmtdlaul)' pro-tkk kw\a~l\lMU IC'f'\k't im.idt lhdt roprctl~c kxat•toef'llk~ l('tnlnrtn llu~~o~n. an 
RllOC mu" '('ply oolhc fcdml C-io<u c-IWCoo~ lfCCito I'<O• i6c lont -d-oa>o«< •oil>'" "'l oflloc ,._,., "' •h~<h tllr Rt;O<.· 
CWrC'ntl) ormt\c't The k80Ct mual Jalb/)' IIC'\'c:raJ PfO"(''mpt''tU\f C.flkt.,. bdort the fCC • llll!ppm'C' M ItO()(.,~ tn.jWM \Q C"ff'W«' 11\•ttf.oft 

IMiaLATA *'•-4•)1;11n('( tcn1ca. IM\aa 1997. N"etal RU()Ct'" C\~ IO ~to Chc I cc tor ~\f) to,.., ... ,. ~, tti K'W' U'lltrt.A r A 

Kf'\1("("\ lht Cotlllpillllt)' IJ ~SO ddctatar bow~ fCC "lfl tvk Oft en) auch appi~l lllc kfrtJ..CkiO J'lfO'Idct. frMIC'IIoOf\ ft-lf lhc' 

c_, 11\ol IICIIn lan~JIIII<r _,., 10 lliiiiiPtlt • Ill! iftclllllltiiiii.CI b) rctrUq omoa: of loa! k~ C""'IW'J" _, ll\!lTtOIW(lOIJ 

'-llh UC nct•ot\ fkatu.a .. '.nou:t polou ill &he """"'ot\ C• c ..,._,W M•cw\. ten-«tJ,. ot blnU~nJ"""' b. .. '11C"n "-C' f••I•1K' I he Comrwt) 

h.u wJMd ·~ ••til tOftK l..ECs. ..Sis t'Wfmd) '"fonuJ ~, "M ocba UCs so r~ loc.aJ..wnKt -rrnmnw' I llt.ntm~Jt t.o 

'ifO'OUt.l) cCN7\f"C'W '"' lhc Joal xnlcc mw\tt.. hua.un,, 1ht COI'ft:PMr ••II S'f'O'ICk local MT"tu to cv110mtn Ofl • ~ bon·• '" tJrw twt~ lhc 
Camp~~n) IN) d«ldc to buy Md tn~rll uobund:kd Dtt•ot\ tcnK-n.. •tiJch c01;1lJ aho bt uted aJ • rtallonn w ,..,'"~ wuJ ~tun vr"~<.n. or 

t.kcid<to buUJ Soal·KniCt t.dl.tla. Tbt Compw~)"td«iNOA oa the m.nboJ to r-o•Nklocal """k" n ~ • w a.Oftdmk. \Yb.IK) ol1bc 

ttptiom and f•,on.bk rqulAtiOft. "tl~ "$11 ld..d) be dJtT'Cft'M w.atc~·tblc 

RtCUI.ATOR\' ~IATT[R5 

I.OCAL II'(TI:RCONNr.CTlON ~D RUAI.E In Autu" 1996. 111<1 ( "C 114orf<~ o «>ml'f<b<n•h< <<lula4") loomcu..,loo ompl<"""' roiiCo<>. 
rvlu, and proctduttt rtptdlna klctl Stn'lce tompcthlon • • rcqubtd ui'Wkt 1hc An flnltttunn«tMift ()rdtf) 1M lnttHOMC'Cii4tn tk•kf nl4bll\k-t. 1 

mlnunum nliiOftll (~01\ (or lnktt:onnt'C1kM. ~ purrh.bt of unhumJIN loul Mt~Oflr. C"lcmmh. tf'\ollc dttu'M.Inh anJ f\111C\' twrtl b) w.h,,h 

ljtft'ntot't'll' ''"the fWU'i'lon of local Mf'kf Lht•"~VIh II t_·, .,. 10 N • •h•lt..ttJ ''fldtf tht lnt ,,tonf'lol"(, .. lf'l tlrf&t the \IMC• ... ,u h•'c ..-. •rt•l"'tt1..,t 

''*' III\J'Ik'1ncnhnJ end'"")"'' ktc.al Wcrt'Of'l6KUO.. polK~ t\lln ..nJ pt-.cJ'Vtct 

!>C'HraJ IUiln. comr-Mn, ~ Md othct C'nllbn arJQkd IN: IM(t"t''ftM(1..oft O..Jct In '\t'plant'C'f, IW6 lhr ' 1Nitcd \4MC'\ (""" of 

Af'PCalt fw 1M tJp.IA t•m.tc (dw Ei&NJt CM"C'Utl C:oun) IOUC'CI • ~ all) o( the l•cr(.ONK('I""' OnSet, rrc"'CrMtftJlh«' N\kt from tAIIIJ 

cfTmoo Scpl<mb<r)O. 1996•1ukM banlcnl ati""""IO OnO.,ob<riS. 1996.11>c ropc!tCfl<OdC_, ,._., . W) <Willi< oonrk....,......, o1 
VattOU1a1f!«U Of lM lMtiCOCliX'C'O' C>nkr • .ndudttll W pPO\) JlfKIItl fi'O' I Non\ (()It uo.buod.kd nct•cw\ ckftwl"'&tr.. malt III"Uiufth., and tJw -,..~ 

It'd thootc• Nk ._hd .rao-s c:.ricn to c:t.ootc &he bnc tlfc:tltld k'rmt fot CCWT'Pf'!O"'UUU o( • phoac ~Of\. from An) fWC' ~~ •rt('CM(nt' t"tt~~oftft 

lhc iMVrnbc:na LtC ...S oc.hct c.tkn. The FCC Md Olllct pilltwt pc11hOttcd the US Sv.pranc Court \0 rc"cnc Lhc IIJ~dt ( "'"'' ( OW'I' dn.tuon 

and unplcmcnlllht lnlt~ Orda On Onoba Jl. 1996. U ~ Supttme (oun dnutd \he pthhiJIU t.o n'tn"'n h.: "•> lku.;.c of l.hc 

UtiCCf\.llttCt rq.a;wdrnc "hdbcr &he £icMh C.n:ut.t Cawt \lull O"-Cf1wn lbc' ln~<'f'WW'\1ton {)fda, the C~) u ~fa.. f!tf..JKt •lui '"",.....'the 
pcndtnJJud.dal rtoe«d~.np wtll ba\'C oa loc:&J """"Ic-c \Ofnptt~MWI..,. Oft R80(. ~""''woe o(NWtJtOQ utiCT'LA 1 A \oC'f'\kC~ 
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Rc,ubl*' or R.80C Oul-of'-Aq.- l.oet Oilr.Mcc: Ilk An rtM&cd ltw kOOCt Lhc -..thorrt) so f"'' t!k out-of ·n'JIOtt toftJ -dt\I.M'l(c WT\Kn In 

roponM. ~fCC~ U. ll'Hl•C)' fot 1ft R.DOC that pnnkln m~.rn&..aU MWtrr.t.cNnac ten en lhlwah 111afrll••c w obu.tn I'Kll'l-domlAMI t• c 

len butdC'tUOmcj rrpltl«)' &tnU'I"'Cftl on 111 Wuun betl1.lr lhc affil..a~c «JmptN'1 "'"h CC'C'\IIft MftJ:u.&~"t 1 he totiCI UIId• 'equ•" lflat IN arftll•te 

malftlalnupattte lmlllntln,.no~)olnll~ 01011 UllllftiiiiiOn or l"lltlllnl locilllln "'"'illc IUKX.'. 111'4 obllln ••1 IMION Kr>i{<1 ltom 11>c alnlltl<~ 

k.IIOC tt w-~ITcd rarn end coodllfoM. The: Company I• urwbk co p~·cdkt "hac lmpec&.lr M) .lhe: tmpkm<nutiC)ft of theM' lt'QunC'I'Mtlt\ "ill hA\c on 

141\a-<~m-. compcoll""' from IUlOCL 

KOOC t.t.uam ln ~•> 1996..1t.90Ct sse Commw'licltJoftllnc and f"xtfte 1 ''"'' Gtwp MllftOUDC:t'd p.l.lfti to f'f'VTfC. &l !Jjd RJlOl• lkU AIIMC--. 

COfJJ ond NYNEX Ccwp Tho "'"'I'" II< sul!J«<tD tn1no ond _.,.o~ b),.,,....,.,. ond falCial ...... ,... Ill< c..._, n .....to~<"' pit~~~ 

"hallmj>o<l.lf .. ), llo<M JIOUftllaJ_...,.If_-cd. ,.,.,. .. ,rOftC~ lollic kk WWIK.,.,.\ llld•tll) "''"' dtr ( '...,.._) 

U"htn&l Scrv'« ltl4 Attua Owcc Rdonn lft 1990. the tet: bcpn h•U ~lhOn.aJ rrotftdtnJI ,,.., .,.,u "'"'r.c.antl) 1/!'lr-., d'lt 

tclt<ommuniattOru lftdldUy: Untu:rwl Scnlce and AC«U ChaiJC Rctfonn 1 he fin• ,rocffdtna " "I con\Nc't modtfou~•• 10 '""'"' '""'""'> 
wb.ticHa tn onkt to fftturc lhd tdcphooc KJYkc ~ln• atrordabk 110 all U '\ tont.uf'nC'fl and lD m«<thc tp«taJ tcl«ummunkaholl• nccdt of 

cduc1100ftll ond health care IIIJrfMionL Thlo JlRC'C<'dl"l -ld rnuh 1ft alllrlr<-""lcadons atrlcn ~><••• rt'l"lrcd to Ularr llod.IIIIM&l "'"' (, 

011hmal ocMcc I"""Jaa. I• dtt "'""' Cllatp Rd..,. .,._..sliiJ. die f CC "'II ..,. .............. tD til< K«st tbor1 .. I<> ...S b) II C' on 1on1 
duUtxc compMid (ot COM«tkMt CO t:M local nd•"'CW\J. That~ cwrtMty t'C"JW'C1Cftt -rPfV\\I'JUIId) ON'--t.Jwd ot the loot dnuncc '""""tU') 
rc'awa. The rcc bas rccopbcd lha& &k CUITmt Kn'U dwJc WTM;~ 111ft IMfr~ Md U)(.GnkU(ftl ••ttl COrrt'f'Ch~IOft,. Md 1'\.11 \Ute J •h 

Ntknhon &o bq-ift 10 mf»\·c lbC'tC cblrtJu "'*""'ICfOI.I C'C'OftOft"c costf. l c ;, "'Wei) op«k'd lbal ma&C'f"'J cNttrn tu CIU1Tftf: """"~ tctf\\ '""IC 

CON W\K"hlt'C1 could K.tufl from ctx:Jc ~~ In hiJ'I• of t:hr UfttCN.J.N> rtJttdU\1 Uw: H ."t"'"'• glt......U "'hl""'' ,,. &hnt rw~mt'"'' the 

Company tJ und>k 10 pttdtn •hill Mnpaa dlac procC'tdtft~J ••If ha"'c on the COII'\f*\)~t cow \iiW"Ivtf' ""nwn 1M \untf'(tlh'C' rowhon 

l.kwiffina. In O«obrt 1996. the fCC tJIUC'd 1ft on:kt thai noonodom1n&nt ln:tC'fc--tchancc urnC'Tl "'II nu kmJcr h< J"('tmtU.r'll 10 (de 1.aulh hlf 

intCT)l.a(( domc:szk k>t'J-dtJtanct tcr¥ka. Ocutiffin1 •Ill be rn.andMCDr) at\u • ntM-monlh uanuttOO rntoJ lntcrnc-h.&nac GllrJC't'\ "'" Mtll ttc" 

rc:quued 10 rcu.~~n and maLt ,,-.fl.lbk ln(onnadon u w Lhc ratn and U1tni ot tht tCf\ k'c.t the)' oO'ct I hew rule'• 'C\1""'"' tnandt!.Ot) dtiauttlnr 

"tiC' arpc:akd by M:Hftl ,.,~a Md.J.a r....,. 199'71hc u 5 tOMn o( "'N'f'&h (Of llw l>«wta ot Colum"'- ( "\"'' tt\OC'd. \La~ f'lt'C'\C'ftl lnt dw 

NkJo frtWft tAint tf1'«1 pcnd«nf )udc:QI rnicw TJw Compin) 11 c-wtcnJI) tiMblt ~ ptaS.tcl •hal l-n'Jf*l Ltw I (('"'t 0tJn "'lllu''" Ul'l I (I CW &he 

trlr<ommun--. utdidu), 1/dw ......S..., dcunm., N l<> 1>1< <Orct 

AI Uucmbcr l~. 1996, rhc ComPMY hMS 2,J41 full·cimc cmplo>cc .. l't!On< nf "twMtt '~C"f'C MibJ<"C1 au Ill) ,,Jik~ll\f' twaatmn~; •JrrTn~n• I hot 

CcH"nptn) btlkvn il hat food lf'ltdonJ ,.w. h.J cmpiO)C"n 

I I I'\ I 1. J•ROPI:RTII.S 

lht ( \Wtlpiii'I)"J C'OC'pOti4C hcadquwtat IK lon1cd In t.kl..c:at\. VliJ.n.a. •lllcu '' klW't tpr1« f<W t cncnl Md WID.n•t.tutnc IYftCtKWtl ., "<11 •" • 

t.tJn ofl"ttc under a Jc,nt C\plfNt& 1ft Match lO().I .. M lftMI6I N.w m'l( or -rr'fCJ\I""'W'') S l t .. niOft In tr.JJ,,,..,.. 'he t:nmr-) k;nn UfTK.C" \f'k( 

tttl>ubfu\, OhiO • • wtlwb of Cofvmbut. for d)c pnna~ CutWIH adm.Vlf.U .. I'C anJ m.w\C1141$ OO'"t\.0 o( I t ' \l»ut(1n('n~ )<r\h('t. cur.,< ~c 

h lu\C'\J In r-o ~ukhnJI one wwkt I op.t.ahlf'd kak C".p•nnt tn 200} fl"W •tlt(h am.u.:a.J lutoe pii)IMl\! 1n..luJ•n1 miC'tnl. amvl.#nl\'\1 W 

ll'f'CU\Imtltly SJ' tnllhon tn 1906. lftd M odwt late, v.tud\ C'"\ptfC'S .,., 2001, u lth M IMUII bUt fffU Uf IM'fO\ImJJl'l) S()4 mlllkin fht 

Comr~> lc.ua.~pptU\imaJcly 10 propt:rtld (Ot 1U oflku. J¥t•t t htnJ and u&hct factlitkt l)lupcrttc• katrcd b) lhf t ••lftlr-) (Of ICflf'fJI utfi,C' 'l'k' 
11c •cna'lll) a't'&IJ.ablco 11 felt m.w\.ct rcr\U.h in Ml o(&ht klcehon• itt Mtlk:h ttw COf'l"'pM)' orcnlt"t. 1M Cump&n)•t aro"'th arw.l ab•l•l.> to C"f"l'talc 

ba'f' l'tiiJt t...:cn conl'ltatnN by a lid: ofwd.llbk ofl'iu ~c DutlnJ 1996.lhe Comr-> trt't'~ tl'\to.an C'lf'(fMU\Jin.\C 
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"'""'""(Of the mnAI o( a ftiiC"' eotpOniC bc·f~a-;cn bc~r~~& dc"\tlopc4 ~ wbwfMn Vw1Jftt.a.Md a uptalaiT'd kaw hA M .s-JIIIOMJ kad.(uantn 

'"""r r .. H• _ ... , ~IIIIa.. • o.w .... awo 

To ..,.uftl<1 Md opml<lll< COIIIPIQY_,..,"""""' of Ill< N<11oort . the Componl lw olwncd • •lll<t) or r..-ann. locnnn . IBIC~ nln!lniU 
lnd tftftOIChment pctmrU (coiJcaJvdy, •Ria;hts ol \\'.,....)from 'Ntolla pubiK Md qw-.w-pwbhc .Whonho enJ pn.rc pwhn 1\UttJ.tk ANW-11 

pe)mtru.t for the R•Jbu of Wt) ~eo ..,po.umatc:t)' SJ O mtll..on"' IW6 Mot~ RI.P&J. ot \\8) Are' f0t ~ ~ JO )tat lemt ptnc.W\ •t~ 

tf'M\la.l opltOM 

The: l:«NftPM)' ha1 talcml bWo al&t.rn.ltivc CompcAIMMJft llrtetotftU • ld\ NHnl fWU' loJcn of Rt1hn ctl "'•) I'"W'\Uinll.o •hKh dw Mia hi\ of ~ • ) 

h.a\t bw\ obc.IIMd tn tUhiAIC (Of reduced rmtt p:..., lN ptO'¥b*t of Mf'\ K( Oft "" Nct .. Of'\ n,. U\41'tf lh" (UfPptft\l'ltOrl "ta.&tl), dw C~) 

b<hC\-(1 IJ\tt It l.alblc 10 prnc:l'\'t cch and af'f't ~fdttt o( Rl&hh of w., ...Wruonal Jnc'tnln(' co ( ftw.r( the ~\Mil)' of lhf f1bn Of.l'tC cable and 

other fac1hiiCJ mamutncd 1tonathdr RIJhts of Wt'f. 

ITF.M J. LtCA L PROCF.tlllltCS 

In 1991 , Thurn., J Oytne"t and Jtkhant C. Otto v, LCJ Commwnk.auon• tloldtiiJ-' Co d at ""u (lkd b) 1.o.o l f.W'mtt monbcn of lhf ( omf'&"f• 
11\11\1..-nt In Com,_ P1as C-'. foanl. lm Counly. Cillo The ""' tll<sfd ac< d oJCrimonoc- b) ell< t'MijWI) In 1991 t jut) '""""d • 

\ctdw:t 1n ft'tot of OW PtuntlfTJ Md the C4mmon Pint Cow\ 1"8f'd.td apptO\i.l'Mitl) U I m1IIIIOft tn lo!arnaJn lftd altornt) ··fen 

t\oc.h the f"lt&AII(h anJ &bf C~1 appealed t.bc mat\Cr 10 lhc' Cour1 Q/ A~l U1 ()tuo, -.-tuc.h. tD I f•0oCOo<l6t fok,l\,.._ U\Ctn.~ U<h of lht 
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The' Cc:>mp.M) bchc-.n '' h.u lldc.qlalc ICC'I.I(d &on COftCJft&rftCtc"' Md &)6.w CUt'Kftl or Wusmcd hlt,lhon nuncu "'II nt.C h.t\f • fNifhtl•.hcuc 

tmp¥1 on the- Companf' tnulu of oprnrdons otllMndt J tmd.ltM)6 
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IT [M 7. ~IM~ACEMtNT'S DISCUSSIO:-t A I'D ANAlYSIS Of rJ NANCIAI. C:OI<OITIO:O. Al'll Rl:sm.TS 01' 01'1 Jv. TIO.~!> 
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IDCOfJ'IOI'IitC\J b) tcfcrm« (ton lhc tnfonu&IOft WtJtt \be' aptcwn •conwt...s..&N '>t..at~ uf OpctM: ..,,·;ltlf'l~oo.!...s..&N I~(' *ch• 
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tnn\l.aJ rc-pon 10 ~-ncn 'ncorpotatcd by rt(C'tCftCC ln &his f orm I O.K. and hi'C iuucd out I"C'pQr11hc'rron d.a~N I tbrUM) 6, 1997 Ow aud111 
•-ere IMCk (Ot abc pw'pOt( Of fOftlllna tn opinion Ott thotc MalC'rnct'II.S CMC'ft ., I "'hole Tbc Khedwlc hwtd ttl tbc 11\Jn n 1M tt'1-J'I(IfltlbUtl)' o( the 
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E.lcarpt from 1996 Annual Rcpun 10 ~harcowncn 

~IANACE.~ItNT'S OISCIJSSION AND ANALYSIS OF FINAI'ICIAI.CONDmON AND RL~UI.TSot' OI'ERATIONS 

lr.'TROII>UCTION 

LCI lnktn&lsOMI, Inc.. IOScth<t .. w. Its wb>id[orks (lXI .. lhc Oxnpany~ 1\ I (ICllllln-bo>cd. , •• ,.~,,._. l<l«ommoni<IMOU (llfiU ,,.. 
provides I broad rat1.1t o( doMCSiiC and lntefftlllonaJ tC:CetommunJe.tioct1 WtvJU orTfflll&-' U'l all mat\CI \C'Jmcnh ~l&l, ~hokuk tnd 
micknt~ll busJnas. The Company provkks!Kf'\"kx: lo lu tusaomus lh.roua;h k:ucd 1M O\lontd ..!l,ll.tl f1b(t-opciC fK1IIItn CoHmhcly.lhcw 
fKililic:s cA)CUlltutc: the Company"• nc-lworl (the: Nct\liOfk) 

lh,.<><kally, lhc Compony IllS opmltd In lhc SIO billion Jona..!lll111C< ld«lMVVWnlcation• lndlllll)' I he loo\J-<Inun« lndo>1ry h h•&hl) 
compctlldYC and" COITtftlly tlomlnaltd by lhc llvw lat&<ll lnl<m.<han&< <IITi<n: ATAT Cotponolon (AlA I~ MCI c .... ,. .. kalloftl C<Hponlion 
(MCI} and Sprint CorponJICift (Sj>tllll~ Ill 1996. Ccwrrlhan l<n odwr pobllcly uadtd lnklo<hanJ< CIITim. lnclodlnJ lhc Cornpan~. had annual 
rcvcn\ICJ u«'C'dioa s 1 billion. The biJ.Itlc'c or the Joa.a-diJUn«' lndu5tty ~omprba K'·ual h\lndtfll "nailer tnltrc,Ch&n.JC' atncn ltC'C'C'tU 
l('sl~~h c and tC'Iulatcwy KJivlty it dn.Jsncd to erase OM ltlccommutital1oru lnd~t) 10 cmompa.u bolh 1..-n,-dn.tan..'C' and Soc.al 
tcJC'C'Omtrtunka.~.kw\t KNita. The loc.JJ tdecommu..oiadons lndloi.W)' it apptO).Jmatcl) S9' b1llt0n and n domf~W.N "> lhc: JCun Mcr,ONJ llcll 
Opaotinc Companies (RllOCJ) ond OT£ Commwnka:ioos Coopora~IOfl (OTE} The RDOCo and Gn. '"" bc<n Jtlnlcd !he lut""'••r 10 l'">".k 
Loc:aJ Acccu TrMj.pOtt An:t (i.m.c:rl.ATA) Jon&~i.JUn« w:rvicc ouuJcsc their rapcCU\C rqion' TM n:.h::rr ur tampd.lllon '" Lhl\ tomb..lMd 
1nduiU) It np«tcd to chanac '*Jnt!'ka.Glly u klblati.-c and tcJUl.NQI)' JCd¥il't' proJfCU- lhc: Cotn~) .n~t·nd' 10 pt\)"'Jt cotnblnc:J loralllkf. 
iona..!~JUncc J<r'ku «>compel< io "b11 IJ e>pccttd 1<> bt 1 $UOb<llion combined""'''" 

Whdc the ft'\C'ftUC or tona-<liSW'ttf tdec'Ofnmu:nkadoru bhuuy ptOVIdcn h£1 IIU\Aft bcc"ccn ~,.and, •• &1\l)l,l&ll) tn tcctnl )C':tt'J.. Lh< CQmfQI'Y 
ttu c.xpcrirnecd 64" 4S%1nd )Mi. po.,.."1h Ia tcvcnun ln 1996. 1995 an6 lm,rnpccuvcl)'. u .... -c:ll u 611-. 41% And .. },_~ JIO\'lh '"&he \ CJiwnc 
of J\loitchtcd m.~.nutcs o(U}(' (MOVaJ d-wina tbt JMK pcdodJ. Thlt 1~1h ha• ~m JW1nwily Jcnc:rlk'd by lnklnll a.to-0\ 'n all wrvkc atc:"l' or the 
Company't f)v,lnc.u. fhc Compt.ny'J rakkntlaJI~tr~.tll buslncu n\·muct II"' In t .ue.u or u.s•, 170". and 12~. In 1996, 199) a.nd 19'9~. 
rcspc:ctiuly. "hilc lntD"QIIIon~tiK'f\~ rcvcnYCS rrom all usmcnts 1rcw tn n.cn.t or J()(W• In cxh of the wmc pcnods Jcc\cnuc• ftam lbc 
Company's businas Jeltne1U ex'ubued o\·cr~f JfO'Milh ratu of .CS%, ~ and ll'• u'l 19%, J !I'Q) 1-nd 1~.1. rc-)p«tl•c-1) lhc Comf"'l') tAlcn~h to 
continue" t\pal"ldma ~ak.;.. mat1r.cciA& and promotiocu.l dTor1.J KfOiJ all CU}Iomct KJ.rncnu .• to nfUnd "'~tee- l iM\ an.d to pto'kk lo...al ..Cf' K.c 

The ComJW'Iy') ablhty 10 COMpete and arow ls Nbjca co ~ln. lnd!Utr) condltioni RC"C"~tnl kl•)l~f!On IJ"I(f I he f!C'Uh•nt !Ud•d:&J and ft i\Jflf.(Jf) 
acikw1 h.a.'t h~ • •isnificant jmpen on the cuncn1 l.ndullry c-nvironmcftt lbac m.tnau "ill a.Jcu 1N •IJ.t~•rc MiJ d('t.ccc of "~wn~111iJn in both the
loa! an() Jon& -d1S'.JftC"C M'Jn\CnU Of lhc incf\titl) , 

I:'<DUSTR\' I:N\'IRONMENT 

l.t:CISI..A Tl\' £ MATIERS 

Ttk<omrnuniaulont AC1 or 1996 In f'c-bnw) 1996, the TdOC"OnVnun~INH)ftJ 1\C"I or fr,tj(, Clbc Acu ~.,. f\IL\\CJ b) the: l iMed ~UI(') COIIIJfC'l\ and 

it&lm't in.IO '•" by PrU~cknl Chmon. This compt("batd~c lckcomm,udcahont lq:lllaltOO \Ill., dolsned hJ tN:tU\IC CUtnj'ldliN.In Ill the r.onJ-di\I.IIK"C 
and loul tdecommunJc..aiOtU lndutuks. The tctltladon .... m aJ~ ~ RUOCs w l''o,-.ck iooa·d•JtaMc Kf'WKc In oc.b.anlt fOf opc.n•N.Jihctt local 
ncn•Of1..J. II) compclll.ioc1 Unckr lbc lc-JblM'on. the- R.SOCs can imnkdtatc.f) Pf"V•kk uuttt.A TA kw\J-dll&.VKc Kf\K"C out~c or 1hc11 kJ<.a.ht.n.c.c 
tcrritouu Ito..,. ncr, an RBOC mu.M lfiPI)" to chc FcdcnJ Cornrn.unk•liofn ('ommi\Jkln CfC"CJ lo prb\ldc ''"""J-dna~c w-t"\kC""t "1th1n An) uf Lht 
1o111n In -..hkh lhc RHOC cunf1UI) e»pmaU.~o The 

l 



RnOCs mu.JC s.&Jt.U) k:'W'aa.l pn><empc:dclw "~ t~cr~ the FCC -.UI tppt'OVC an RBOC"a rcqunt lO PfO"kk '"'''1Kif'l lntttl A r A lunJ-d:n.&.ln« 
~t«t. Tltt le;olillion llfO<id<lt friJMWOit for !he C0111panyand otlt<t IOQJodiJtant< Ull"lcrt IO COOijl(1< 1\Uh IIICUillbefliiOCII<otltllnl< camcn 
(LI·:Cs) by tt:KJII-na Kn-kc or local ttlcphonc <'Otnpanin,.lntctconnecl•.aa whh LEC nctY~od fac1lll•n ot hvtldtnJ """ Joc:ai•Krvttc (Kil,lttt 

Under the Act. a Kiccommunk:altona ptOYickt an rcqunt inhiation o ( lnlutOM«bOft/tcu.lc nc:aoc~..thon' wn.h a LI..C lllc Comp.n) "curr't:n.tl) in 
formal RCJOCiaUonS with VlfiOVS l £Ca &o rtadt locaJ.-ttn'itt 1Jtttma\U and l.CI tftt.cncb 10 'fip~nly COtnpdC In lhc loaJ•M'I'YICC mat\.ct 
lnjllally, dw Comp;any will pn)vkk local loU'Yi« ~ CUSUHna'l ()(t 1 bi.Mdled ra&fc bub The Compw.y's Otchklon to wll unbundkd wnttn <lit 10 
bvll<lloc:al·><nl« !ocllhla is dcp<J>Cknl0<1 eco-oomic • l>blllry ond f••O<>bk '""'"''"" 

RECULATORY MAntRS 

Jr>tcrcCHVK'(jton Onkr. lRordct-&0 impkmcnllhc Ace. the fCC 11 nquimS tr> t.tndc:n».c • Vllktyo(rtplaiOf) ICtiOIU '\hiiCl'l un •mpec:tl c-ompc'hlJOn 
m Ill< tclecomnnmlwloos lndostry. Tbcx KJVI~ oe~loou induck Ill< odoptlon of 1 <.ompt<hmsl.-c ooln to lmpkm<nl poiiCOC"I. Nln ond 
prcxcd~ rcptdJna locai-11C't\'ltt compa.ition u FTquitaS undct 1he Ac1 (lntmonnccdon Ordc:t) The lntcrc.OMc'C'Iton Ordcf a&abh1hc:s 1 minimum 
... ,..,., !ratn<'o>oct r .. ··--ion whb t.Ec...lh< purdwc of unbo••llcd """' od"'Oik <lcmcou fn>m L£C:s. ._, ... ~k< look diSCO<II>U""" 
ptO«'clum by ..-·hKh qtm'n(QlJ (Of lbc JrfOYlPon or fOC'II service &htou&h UCt tiC 10 be atbittatc:d ~cro.t Lf.Cs. swc: JtJ,UlahX) IJC'OCK"' and 
l>lh<f putlc> h>Y< -"" the F'CC• .... ,,,,.,,_,"'" On!<r Tho Unlled Sutu C:OIItl or Appall fO< lht l"lahrh c: ........ - • SU) of Ill< 
lruc:~ Order, pc:ndlna Lbc: 01.11:0mc o( tM ~ab .. Oc:cauioe lbc I<J&) outcome o( lbot 1ppn.h h uncc::ru1n. the C.~OfOPitl) It unlblr 10 
pf'C'dkt ¥~hat impact OK' pmdincjudkiaJ PftK'«:dmp •iU hl•c on loc'll~)C1Vkc compc1UMwN m on RBOC pro"""'" of IIHC'JI'Oft anttrtl.AlA ton,. 
dola11CC :ICfl'i«> 

G<081'1'i'"' RICe A• m&ln'" Th< FCC: II so rdc....:l.,. O<d<t repdlns nee ••<t>JIIIJ. Unckr die fCC:s raJ<"''~'"' otd<t.lh< ""' clh.,c<d b) all 
pro~i6cn of II'IICfC:XChan&t tdccommunk•ioM s.tl"'m 10 cuMOmen In NtJ.I and hllh-<ot:t 111'1:1 '*"noc tc hlaba U1.111 the r.atc. ch#scd b) such 
;wu•kkn to lhcit C'U\IOffiU1 rn urban IIW The: CCIImpany h unable to pt'«<JCI ~· lhls ordft Mill •rrta tu trw II' or C,OCtlhOI\\ ,_., nnanc.uJ ~·hon 

A«:eu<..'"harcc Rcfonn In lkccmba' 1996.thc FCC pc-opottd dune.~ to .ccc:n chalfd ~ted b) ltCJ w lonc'"'-'uu.ncc KnKc pro11otd·cn lhoc 
dwaa: t=utm'IIJ)' rcptncnl apptO.dmasdy 01'\C'..t\IJ( o( the ICIInJ~liWKC: inchmty r~cnuo.. Tht rcc. iMICnllan b IU f«"qUU'C lhc c:b.a,·n (Of ..._(a) 

f,Ct\'kU to be C:Otli$blcnl whb ltNII ec:onomk C'Oil The rCC b.u pt'opc»c:d f"O ~ha ((M' IC'Cn:J c.Ntlt tcfOC'm I he' finl propoW .olul.nn 1t 1 

m~L.tt .. baj(1J approech th\'111 n:Hc:s on compcthtvc ~ nhllt tbc JC<Ond i:J 1 PfCICI'Ipth ·c approKh whkh nould ln,OI\C I C.:C I"ICI"H'tul(ltl II n 
\.'t<kl)· C...'\p«tN that ma&trial dt.an~Cf 10 CWTcnl :induwy ~0\t struC'Iwc:s toU.W re:wh (rom thnc protcahnp lhc C..~pan) lnle.ndl tn a..-tl'd) 
p.anic1~IC In thdc procC-'C'dittp. tn UJ.ht or the Ut'KUU~nl)' rcra:dln, lhc- FCCt U'llttn.a\C' ac1~1 In lhc'w ptOCoedlnJ:). th< tomj\111~ n UNblc 10 
ptcdle1 "'h.aJ lmpad lhC' pmdln1 proc«dl.np "llllui"\t on the <.:ompa.o)"J cost i!fU(turc 

tou1 Scrrkc.. Tbc Com~y Is ln~oiYcd f.n w:c rq:ul~lOiy ptoc«dln&J in •&tiou'l ~to s.ccurc appn,,•l to rcW"IIIu...~al "',...•~c Mtl,.,;h "ou.LJ 
maMc the Company l o pnwtdc combtncd loc1l -.J lof1&-diJWKt Ktvk'ct 10 ni'l.llllJ and pro\f)«t•'t C'V)fomcn I~ l 'otniQn) ~' rcccncd 
lppro'al IO ro.tll loaJ tc:"l« i.n 1 t tutu fAl~ C1Jifoml.a. Colorado. Connccuc'Ut, t-lotido~. Gc:or,lt. llhl\vn. ~~~~ lu"L Mlt)IIW!. 
Mtchis.an.. Mi.nnuou., MlssiJJlppi, Nevada. NC"\\> Yod., Pcnnsylunl&. South CatvhnA. Tc:nnnt« .. Te-•u. Wutun,ton 1nll \\'1\COIIJJfl) !lind the 
DlltOet of Columbia. and h» tpplk:aclon• (Of kJca.l·~kc auth«lty pend1n1 m anoth« w--tcn ~ I he ComJ'.ln) " ..uttmll) f'C"C'Utnt tool 
ld«<mmonkatlOM S<r•i« ln Callfomla. Ill loon...! N.cw Y«l 

INDUSTRY STRUCTURE 

Tbc currc:r..t lona..c:J~ cclcc-omm.unlcaslons lf\Mlct 11 h&Jbly compcutfvc $c\aJI of I he" Comp.an) ·, COolftpt'IIIOf) o.rc wb)a»hall~ t.v11" ltld tu' c 

)l.lbSl.Miially IJHSCI nnanclaJ. k:Chn.lal and nw1:rtlnt ruoarca. At the Comr..u~)' arcrnJ. h o.pc"(U 1.0 rxc inct~ cumpcltUC)(l. (Q-11.1r\IIUI) ffom 
AT&:T, MCiand SprinL 'The C.ompM)' 1l10 compcut "l1h CKhct inltR:1.th.aitgc eanicn 1M rewJicn ln 'atKKn t)pc' of t<m~:-d•w..:.""'C'C tcf\•ta 

J 



fbc Compat~~ ·, aro"th b twcd 0t1 a matkcsitla Jlf•tll' th.t:t toa~Ki on dtffcrtntaallnJ LC I l.htoc.tah · slmpk. fair and lnc)f!C'n~• \c'" dornnl.c and 

lnltmauon•l l<kcolrunllllklliOM lCIYicc oiTcrinp In "' mMltCI lqlllC:Ol\ 11>11 ilrJieaic ~ltt<llon IJ fWJlP'lll<"il by l"'l'"flll"" nf)ll11""' or " '" 
prn.cncc and N ctwOfL opc:radn, fiCiljfla. u ~'ell u. a pension in uk:l th•nnds. lMICicd ~kc oO'cttftJ l to nc:h m.u'-tt K&tnmc and s<kch\C 
xquisjti.ons 

The pdtK1~J compcthi\'"0 CICtOtl atrccdnalhc lmpkmcntaf~ of the Comp.an'/s ,.mcsy err lh<' indu.ltl)' cn~lt'OfWCftt t.s dc"Knbcd •bo,c. rtK•nJ.. 
cfT.cient to"~ opcndocu. amoma xrvk.e ID!d dlvmhy ot Kf'oka &Dd fc:ac\Ucs The: Corrtpan)''t prKliiJIPPft*h U to otrer • \olmpJc. n,,.,.,, 
prkinJ """"""' wld1 tllctJcncnlly below lhotc of ATilT. MCIII>d Sprint Thb p<tclnl W1UJY b ~~>f'PO'I<'I by 1 con11n-. locv• on iow<rinl 
the unll cosr or th~t Com pants OOS1 of suvkc, "bkb cnabk1o \be Company to compc.Jith"'dy pticc itt xrvk:n Rt<"mtl), cCTUtn '-"'a"\\htAnec 
CIITicN. hive ln:roduccd 0~-t~tc pric:ina ptOtnrM whose 'mpact on the Company hu ~ ytt been dttmntncd The Company' .a •bthty t.o comprtt 
dfccclvcly " i ll depend on malnta.Wna hlaJ'I-quality, mvbt.odthcn JoCnicn 1.1 ptku ccnc:nlly equal &o Of' btlow th01C' cf'l..atJ('d b) lh m•tor 
C'OmpdiiQN. 

As a rcsul'l of the p;a:JSICC of lhc Aa aDd lhc dJ'cct of ocher rc,ulaloty rQ.IJkrl dbcuncd ibo't'C. the :W\IC1urc of lhc: lndUlolty b apecltd &o dtlltJC b) 
facillla~'"l 1hc proviskm of local KtVicc by carricn: othct than LECs.. ¥II hllc pnmlntnJ Rl\OCa 10 provide 'ninl.A TA lewta;-cS•~lftCc M:o '« ,.,dhn 
the" "rvkt 1m'11orin. CcwequcmJy. chc Comp&ny t.\p«tJ compc1hlon \within &.he tndWU) Ia lnctc.tie ln bod~ 1ht kH\a-dtwancc And kx:st nu.t._", 
IU:vn:w Of OPERATIONS 

Th< Clltnl'l!l)"l rnmm f!rimttllr consh! of ,,,.lld>Cd and ('rirale·hr>< mmun lh< Comr~r~l'' ••llch<<l '""'""'' tre t IIIM'ItOnl•l •~•lfh<ll 
~10U' and rate Sli\ICtut"( (~.cs du.tJ.cd per MOU). \\hich In tum lfC ~ upon the Compan)''S CU\.!Omtr 2nd tcnkc m1\ 1-'tl\alc·IIM ft'C'nYC) ll't" 

• fun<hon of ru:td rtlt1i Lh.al do noc vvy with Uflr£t. The Compa.ny'• cou ot ~otrvicct cont.bu pttn'W"d)' or "pcosa u)(urrcd fUt Ofi!II'I.Won.. 
~.amln.adon and lnJUmit:'&on of calls lhrouah LECt Mod O't'C'f' the Cmnpan)"s NdwCH\.. and the cou of uansmh\ion lhroua.h other lonJ·\h\WICc 
earrlns. The Company'• rcsulu of operations locludt the .c::quilition of fl'mMyh..,t• Ahun~livc Communklt~s. I ftC (PACE• from Jtme I. Jfl96. 
u.nd lht ac:qultJllonJ of Tcledbl Amcric;~.. I~ (Tckdlll Amuic:t) and A TS N('I\\Of\: Communic.ackwit.. Inc, (ATS) from Janua') 1. 19116 tUt lhC" 
compara.lhc pttiodJ prc-krtlcd. tbc Compt.n)'t raulls of opctwtlotu Include' 1M ecqulshion of Corpor.atc fc.kft\aNacmcnl (,rQU9. In~: (C'" t 01 fmm 
Sc;>i<ml><r I. 199). 

RI::VtNUCS 

Total r't''mUCS tncrcascd 64%10$1.1 bJIIton in l996,f1om $612 9 m1llo10n 1.n t99S. TDtaJ rcvcnun 1n 199llfK-TCUC"d ol ~·. frorn $-tb..f () m.~lln'ln tn 
199-1 R~tnlolO for aU periods pn$Cnlt.d IIC rcduud by atima.tcd aJio\\aJ'KU fOf cttdlll ll'd u.nc:olk<l•blc JCC~nu (.ale .. IIIO"M'C<) 

Jtc,CnUC'I fton'l ~ CU.tlOtntU locttiSC:d tpflfOX~cf) .. ,,. d-ttriUJI It)% as comp;~~aJ 10 IPPfO,Itna!cly J~. dunn1 both l tr)• •nJ IY?J 
0.1.11lnc:u rc:,m~ continue 10 r<prut"nl mor·c than hal( or the Compan)""s. aotal tC'~ Rnldet.IIJVsnuJI bus.Jnc,, tc' cnucl •ncr('awod •n C'-~<"u or 
1 ~;. fur 11-ll )QI'I prac:ntcd. The ruidcn1J&VJrNI1 busincu .M'CJt"Cftl rtpta.tnl«< morc Uun JO'!• of 1011J "'cnuo (Of 1996. &l compMtd 10 
O(tpfO,fSN1Cl} 2"'· (Ot .99, and 10% ror 199--1~ Gr~th 1-n lnlcm&lton.al Wf"IC'~ m.cnun across aJI rc\cnuc: .M'f'' IU: llno (\)f\hnutd 1ft ('(0\ or 
1~\o fiX all) C;al'\ flt'C1CI\lcd.. 

l)urma the l.ul half o( 1996. several or 1M Comp;an)'t e:ompc1Jtot1 an.nounccd I'IC\' l\al·~tc prr.cln& piM\ or pt0tn0t~1 fo1 11'1c tnMknh.ll 11W\ct 
I.CI t.on.tl.nucs lD believe U\&t kJ Simple, fair and J.oa.pmd•c m:wlcdnJ and KrVk:c prkin1 ~pproed1 b Y«f) compt1Unr In rc-a..uunc c:·uums 
cu).lomcr1, u ..,<If u in obtainitla new customcn. As t.Cra rnJdcntiallun.all bu:t•nc-u buc: llt)'IIIS. ~C:\Cf, &he' )Ql..O\ct•)C..., '-"'"'"" """' atr 
cxpcc-tC'd co 6ttlinc- flom c~.UJcnl rcportc:~ ,rowm rata. 

lhc Compatt)' a.pa1m«d a l% fncreau )Uf'oO\otr•,YCU in f'C'C"I'luc pc:r MOU lut bolh 1996 Md 199' R('\('nU< per MOtJ a; lffcct(''-' b~ lo(\cnJ 

(Ktors Rcsidc'ndaVsm:aU bu.s1nas and lntctn.aslontJ tcvmu« ha•-c • hiaher me: W'\IC'turc ~ MO\J. &nd tM Compan}'• 'ro"lh In thrw qtnc"nh 
tw fl'onbly imrpa.c:tcd IYVC'ftUC pet MOU. 



t eclon pOOnt do .... n"ltd PfC'tiUI'I on revenue pet MOU lnct\Nt com~n1vc rn.ai\C1 'onchhonl. • "''"" w.k' alkn-~Mc fOf ~1-n.t•bk-, un Vw 

I'D"" ina bite or tU"'(fttia.Vamtll busincu rt\lctiUC'J Md I chatl,c In the ml- or buJIMM \ ·Otvmn (rum , ..... chc'd .cnkn t.u <k\JI(ttfd "'"'' 

W"n .en Tbt CGmPMfi 1rowlh ln Vlrioet JCI."K'ftl.l hu chan;Jed lu ttvft'HM' mlA and cuawqumd)' ln1J'I(h ''' nu•· pc:t MOU ChMI" 111 '"'ftUt 
per MOU ltC OOII'It«UUI'IIy tncbcadn or the pcrlCW'INIK'C""" taft be ~pt('tcd •n lhf Comp~ny't ll'O\\ m.&IJIII both In aocaland u I J'I'C'fU'MICt 0, 

re"cnuc Tht CompM)' 11 c:ommtucd &o &#'0"""'1 h\ IJI INilct qmcnu. ""hd ha'c d1ffttc:n.t rate .aNCtwa\ and JtiK'rMc a 'and)' ot cron mMa•M 

t..c ha>e ....,._ _..,., -aln 

The CGm!C*I)' upcrlCfti~Ced an ktcraac ilt iaJalcsa.no.llftCC a. 1996 e:s .a rt:Wb o(Uw a.ro-tt. • R"mut llftd • ..t.1n tnlk CVIIomn m'-' """'•~ W 

tn.Mkntt.tlhm.all MtftuJ ~k:c aq,mcnc • .. ~d.. hUcoricall)'. Ns 1 hlahr:f VMOIIctbbM rllot tt..n IJk b.t~~~a.~ ft\Cftut ...,.,_.,, Thu iMrUloC m 

u ln 1lk.lwa.ncc ...,., abo dw 1:0 pomJiln Jpccif'1c &qn.phic mar\cu whc·n· thr Comp~tn) npmc.ntn:S a t.IJbcr ~d o( t.aJa alknuncc lhM Uw 

Cumran> 's hl)lortetl kvtb 

1 he CompMy WCJ I \attcl)' or chaMc:b &0 maRCl itiMtVka. In ldd.ition lO hs f.nltmal wJo forte:. lhr Comp.n) UW) I tombi.nal~ o( ad,,,,,.t\ .... 
l<kiNI\<1 ... -s tlllnl-potly ........ Willi ""'*' 10 lliW1*'J' .. lc ......... tOII\1' .. "'""" rot lOin .. "'"' 10 ll(<nl< In Ill< r .. m or ... 
.,., • .., ~ hotod..,... eollcdod rc•- olltl~ 14 ~" ldt•HIIN b) llir O&not• !off• lee mpo!MiblhiiR. llt<lu.llnf boll"'' •>d 

CVRomcr lC'f"'i.CC fonc'UOIU fot tudt c:waom:n. we pcrl'Of'med by &he COtnpM) Alnc1ttaa ConwnuatCM.ont Ndwor\. IM 4AD-L a Nt"""•tdc 

M'tMOf\ ofU.unl -paft) tilk:l.,mu. COHie:ed •~ be 1.bc mot.t ,ucca.Jvl of the Compen) ·, y)n qmtt anJ ICCC"MotnlC\S for • wJ_ft.i(iC.W f'H't""" tJot w 
Compcany•t ra.idmua.IIIIMII butK.01 »ks ~d\. In lYN 1996.,. the Compet~)' c·\k'ftdcd IU CUftltXt •"'- A(.":-. llvwl-h Apnl 2'0 II In conWc'f.UIIOn 

fot tht nH!iltiC\ OIC'ftnon. u well as cxchuh-ky and~ pt'O\WOIU., LM Comp.n) tomtnd1C'd to m.al.t two ~)tnoC'ftb on d..""''"~ 41tn 

"hKh "''' be lmortl.tt!J 0\ft the life or the: conltl('l. A ponion of &bnc pit)mc'Al\ •• ConllftJ Cftl on fuiU/C pcrfOf~""tt b)' Al'*N 1 he.,,, .. ""'" •• .,J 
CCMU.at"-' 1 ptO\UIOO "h<tt:by ACN win rcu-lu • p&)'mcnl l(\hctc lt • dw\ac In 1M c~1rot of th.t t'om~)' In c;un,..dcralton tUt lh•' ctunac '" 

COI\11"01 ~)mt'ft-\. lbe Com,..,y wiJI R'!Mve a Jl,.. rfd«t.loft Jn Lhc on,olna ctwnmlu*'l nlu paad hl A("N I he thMCC 11'1 tonttol f")I'Mni h 

calculated b&f.cd OQ . tnuktplc or lhttc lima lht I 'IICfltt mocamJ:r colkacd ft'CfWC IMtt&Led b) C\UIOiftCU .Jcn.t•tkd b)- ACN ,.,,,,.,t l'l'1CJinLbl) 

colkdC'd ft"mut it c.akutlkd O\'CI' al~ pa10f'INII.ti(:C pcnod IU~ 10 Ulc chMtJ-C tn C'OIWOI lht ~~of lh•' f\'}mc"nt It thcrc(Oft 

d<p<ftolclll •P"" AO."slntlofpa1..- dw"" !lib period 

CROSlo MARCil< 

HtC' Company-a IIO.lJ m•Jin lncmucd 67'% to $1601 miiiMM •n 1996 from Sl76 7 tTUihon an 190' Ctr\»\ ,.,.,." m 1'19' rnc-rn""' ~,. •• (tom 

$11t9 7 mdllon ~.n 199-* The fol~lnallblc Pf'O"'idoln(Otm&liM rtptdfl\& '""' m.&~J•tt 

tin M•IIIOns) J.22!: .1m ·~· 
Rt'C'fM1> SI,IOl 0 S0719 

"'"' 0 
Co-Mof~JCU 6:!.U ~ lli1 

C'tt~) M¥f.n ~ illU Sll9, 

( ituu MarJ•n~ 1.lJli :IJ.J!) !!U!z 

Dut1n1 1¥96. 199S ltld 199.1. the I'OHI'nlt'&hl u 1 pt'l'ttfMIIC! of rtvcAVC tnci'UlC'd to 41 114.. 41 1% • ftd ~0 9tl.. tC'tPtnht1,) I "he l"''tllot 11'1 amu 

mar1rn ·~ I pt~C O( RYCOI.Ie rctUlkd from thor nd tmpec1 of JC'\ t.ral lltm• 1 ht C~ npcrl('ft«d cbc po-t. HI' C U!rlf* I Of Jf~ ttl 1(1 

rt'Udcnlt»'wtWI bu:sanc-n Mel~ trafrtc;. "hid\ rwovldc htJ.kr SJ'O'l ntllflll" lht HftprO'lC'm('ftli •• Nn-oft. t1f"ICXOC1CIIfld lo-u "''-ft' 

~nu 41« 'o U:C rate ~JOftl pnnkkd eosa ._,..,, lhlf abo fa'lon.bl) am.pte&N J!O" miiJlA The Jto.d•ot\. ctr.cir:ndci rnu.hcd ftOm 

lnlc&ntiOft o( Ltatr.c from acqvltcd c:on'lpMK:J CWO eM ~od. lftd l.lltp"o•cd .,PJIC:afKNt of P.:nAot\ ote•IYUIX!Oft lC'dlftaqua. The- fi,Ufllbk 

ltnpKU on IJ'OO mMJU. •m '*""'ly ot'CJCI b)' Compc1lti'T pra,wro fot ~tJ' pOC"ff'& acTO\' all loCro.CC l1rwt W 1t1 tome tnkmMIIOf\.&l nw\rt• 

'"'< nc1 ""'*' 



The C~)' COfttlftUC1lO cul4&111 ~ 10 ~ lu CO!! of tcnka. lhc1c Mt'lfC'&IC'• ~N"hWc "'-"'I lh cmt-.{ ' 4.c\S f~r-<lf!IJC Ctf* .. ), 
apandjft& "' O•ncd ro~~ct-. .. _..,. .,., ,.., - 10 Obn· Ol'tk .,., .,_ .._ .. , ........ h "'"'""' "'''""''""' .. Olhn amncrmmu Vlllh anic:n.. In tdchlloft.lhc CompM)' continua to ldtncJ()' ••iabkoC'W M1•0(\ crafTK L1W un be fO'Io('rft(ll\('lr fOUled OfttO the Compltty's (b.cd<oJt Na.--of\. Throu&h that llf"'lqka.. l.O plan• 10 lmptO•c the rcliabllrt) and cf1Kteftl." of •he Nt1•0t\ and to c:on11nut to 
pvNuC: oppon"-"''~ to m:tuC'c kt cot1 of..,..'"' per MOU 

OPtiiA Tll'IC tXPC.'iSI:S AND OPtiU TlliC lliCO~Il 

liN lol,.,..., u bk PfO"kl<> lftfOnnoaJoo ""P"I•"' oponcina .,.,. • .., ond Df'<'"'lni iNM>< 

Cl·~··•-> l.!2t J2.tl ~ 
~ ....... ..- S4601 U 1•1 ''"' Sdf~ c:.c:.r ... ... ~-ftC' C,Jfft~ft l.U.l W.l W1 
r..a.p Odurc 1Mcl'f14. r_.lun. 
Ort-pncaM'Ofllft4 AlfiOttlt..aioft C£0110A) lOI 0 IJ~ tJ ll O lltpncillll()l't w ~I&Kin w ill ru o,c,...,..._ 

1llU ~ ~ 
At. f'tnttM oiA.c-.f*lt 
Cifo" M .. ift .... ,.. HI"• 40V" • 
\cthn1. CW.n.t W A.li••WmtrMhC' f 1ptMC"t UJlj , • .J.:, Ul1! 
I OIICM 

···~ 
us•. II a~. u.,......_ .... _ 

l r<. . , .. ' •.. (1,..,....,,.._ 
il.2:J .IlL J.J..i!:J 

M.l.liN(i. GU~(RAt,. A.NIJ AOMINIS'fllt\TIVJ; I:.Xrl:N~~ ScllinJ. JmcnJ an.J -*'nin•\.lrsH'< t \l!(f'l'<'t uw.tt.l~ tN't. tu }ljJ 1 m•lhU!O In 19% and JMJCQC'd t161" to SUO. I mlllloQ in 199J (rom Sl01 7 million in 19'1).<1 /u • pc:t~ocnt.t&<" of rc'mwct.. Mlhl\l.lmttal anJ •JnuAnll;lti\C 
(-'\pc-IUol'J Wl(f( ll OS-. n.J% lll'ld ll.l% f.Ot 1996. 1991 ltlld 1944. tope'C11\d) lbt Co"'I'M>'• toelllnJ. ~_.,., anJ tJmlnit.IU.II\C nrcn"" an im~ rr""-•Jr b) Ll'uft opcftiiCS ,_,-roet commtt»oftt MJ tMIIIJI.I tcn kn I"») roll C\rtf\Wt ~on<tuW\1 \ ll 'mtll.on. ~l l <1 m.Jit.un an.J liJ, m1U10C )ntoO~Ct·)UI for 1996. 199) Md 1"-1. f"C'tiC'«U•cJ). 4\fiC \0 • Wft""bt .,. &he n.,.,......, nl C"\f'._,.)f"n lh.at tcw!\N from tbc CucnflM. ·, 
Kqvtf.lhOfl\ Mil (\J*'UIOft o( dw MkJ ..W ~ tuf'PO" tAfttliU\IC1~ ThH IJt.M\h 1n tf'a< p.a,)tuU C\J"('hloC )t"W--9\CT•.)CM "I~ k)~ lh.,. lht" Cftftnpgn.J1,.1 J14r"lh t"tC\UW(j (or fM JMnC" pctiOdJ 

l hoc J.fO"Lh U1 IOtdmhiVfmaJI bl,)ltlaj rc~mW 10 more ~han JO't. of d'W (Dtl\pi&l'l)'t '-t.~'-'um« tt.w I" IV'Jtl \\~ t('tfl\linJ.tbk fVI • J.l)lnltl.._..,, 
pot\KWt o( Lbc ~t.h U\ tc'fhnc. &Cnctallind tdm"'IJCIIII"C o.paua dunn, lhc: p.a.w lhr« )C.tn Aldkluth Ltw fC~..knl.»' W'WJI l:ov\JAC"\.\ Knl ... <" I 1M K'A!hC'd an t-"UCDCd ~ IC llto pro'ldltd• h.~r 1/V'" ....,J.II'. ajto-.nJlhc-l'oet.pMt) 10 ~N~NfC t IIIIU-\ 10 • CQnY\knl f'C'«~c o( rncnYC 

Tbc mac:llC .,. t.cll.n;s. cmcnJ and ldm•n•JUJCtu npaua rttkal. "' p.. l.. she SJS J m1llton. SU 7 Milhon at'ld U' m.tlhun mcrnw in c.omnu:t.Won npmto for the yean mdcd l:lrcttmbcfll. 1996. 1991 .nd 199<1. ft'"irp«h,c l). O'ft lhc ClN"'\p.tta;blc pi'Kif pcnc~o~;h lhc rhH\11'1 lA rukkntl.aVIO\IJI businc::o rc-vc~MN tOld by lhint·pw1y MkJ 111cnu -.-lt.h 1ft onaoins coenmlu1on "*-' lht ~'m&~) ,;uo~K of &he anuu)C •t'l ~o.'OI'nm•u..un CApmte. The c.ow incvtred (Of C'OIINniuloM pri,.,.,U)' Kpi.Kc Olh.cr '~<" ma~lct"'l end toeiiNlJ ('PP'ttn for tJtu. "'muc Mpntnt l llfhf'J W'f'"ICCS opaun tf'IO"C:UCld $ IC 6 .. llioA. U $ -'U.- Md Sl7 11ulhoa )at..O'CI•)CIIf (Of t996. IWi Mid f9'H. tT.J9fC\I'd). pmNnt) (Of r....sc..a..&<...Wie..n-bol""&_.,. .. _., •kicll.,.pcrl'onnod b) U.C• li.C blll"'l unuok<J•onl l'"'""'"·)nt oo • ra·blll.,_.. Nl the lfttfQli( ... 

6 



~llllolll bt.twftCSI.CV:IIOCMn and. n:..,.fd t'C"aiUC c:&ltCd .. O'locn!l iftaute M OUt n pmw )ni<O'\tf•)CW lkil.h fi"""""),UO't .nd bttlfftf 

JCn.CU apmJCt an:- at • (.t$IC'I t1IIC lhlfl w.aJ rcvmwo dw &o l:hc sh1ft lft CliMOmc'f ml\ ..,..wd tc:wJc:n.t,•l ~I t'U-.HK\\ ""'"-'"' 

The Company antidpatu an t«IUIM'ftUJ 1ncrtUt 11'1 M:llltl&. ~ arW ..JnunhUIIht Optnta "'th lhc <Mhn...N C\I"M\M)I't o( '" ICQ~r.apluc 

u•cJ PftKtK't and tu ctattnet into \he kK&I·ttnka ~cl. 1M Company abo t"P«U cont~.n~ tn<lttK\ In tcllina.. ctMral Met ldtntnl\4t.,t\C 

OpctiJCt u 1 ra\111 o(t.hc: &~o-lh h' tht r·~iaVstnaJI bl.uina.a tiel'"'"''- •t.kh inNrs hiJbttpmpothorul covt but tho pro~tda • hlsfw'r &fOU 

IMIJI n than othtt WP'JCI'Ii. 

OI:PRI:C1ATIOI'I ANDA.tOIITIZAT!ON EXPO;SE ~ IIIII _,""'"" upauc I« 1996. 199S Md 199• '"'"_, u•, H'o Md 

1m. )01<0\'ct.ycw. rctpcClh"(:ly, due 10 1ht Compeny"t IICft.8Cd capa.l npacbtwn &o J1i1f1P0ft .. , ~t'- tt1 m.n'l""" lftd 'otuma. u •dl at 

lil»auon.a.l arnoniDc.Joa o;pmx (IUIII .... :ua..,..., lltc .,o-dt 11111 ~cauc hw ~the-~ ~a~...,.- ..-4 ,_.,.,._ -.,.. ...... ~ 

has CMitCd ~ lftld ----- 0pcNC U I pc:rt:aK.IIf O( I"C'oCftW\ CO dciC'lu.tc' to~- ID 19'06, from,.. tf'l 199, .w:S r . tft 199-4 llc 

C-fo~T....,.. ,,.,...,. ....._,.,Ill< .-111oelh<- ol'odolo.-.l Nn•O<I< Md -upul•"'" d,.. wl ( lo ot.l•l lo ..U o.l•-.,< of 

._ • .., IC<MoloiY • idl hiP« ..... ">'" .... ., ...... 

OPOV.liNO 11'/((V,IE()pcBoiot- w..-7•% 10 SI•J S molhoft lol996 Md &nooo SU6moll••• 10 JWS '""" U09moiiKMHA 111'11 

At I pcr«nUJc of ICHAI.Kit opctllln1 Income incrc:btd to IJ" tl'• and I n -• (tH chc: )'IIW'\ f'nCk'd f)f-.. tmt'tf )I IV?6. 19'1j) 11M lftH 

"tp«lhtl), tdlcct~nallw fTIIAIItmml of the wnil toM of JCT\kn a.nJ tdUna. Jm<'fll and ldnltn•\tr.tnt "'~"""tot' IJutmJ a ,.a~.J ut ''lni(Kan.l 

ltO\Hh In te~cn~~t~ end MOUt 

OTIIER (li'CO~I[)O:Pa.'SE.NtT 

Ckha ..comt..Mto(otba expcMa.. •at S J null1011•1996c:ocapwcd ~ S 'i""UIOft .. 199) Otbn ~net f,1f the ,c:., c:NoJ Dc«mi"C'1 Jl, 

I~ ioldulkl a pt11 •lAc Mlc ola •hohy o-ncd CTO Mbsadllt)' •tlliCh pO"tdC'd "'"'"" to"""""'t'fJtcl"- l"'f'"rh" """~' 111 IWl. Olbn 

NKOtDt U.Ciudcd 1...,. rd.Mcd to Ute tnot....on o( the $TN Inc:~ l~t"N) l.o'talmcnl In IWI •JII"'" t\r"tf'W Nl "'a1 \~Q I m•llaoa. 

pr~d)· 1 rua.h f>flhc 001:wcm;flij c:Mttc- o( S61 j mtlhoo rdac.NliiO dN to\' of 1M STN U.\alrMM' MJ -.crW\1 ~t t\JI\Iift(('I'M;tn rci.Mtd to 

\IN ubliJaltOftJ. 

INTERI:ST EXPENSE. NtT 

I"I<IC11 r>poftJC, 0<1 or Cljlll&liud llllnnl. hocom<d 10 Sll I nollllon ill 1991o (tom Sib J molhOft on 19111 IIIWl S~ K nullkw> '" 199-1 IOC'r<l-..1 

IIIIC!nl C\JI<ft>Cin 1996wot pol-lly lhc '""''of hiJ)I<t '"-.lo or OVUUWkllJII dtt>l Olld <l!"<&llatn ollr .. &hovl 1~% I• <Otnp.vt<l 10 I'J'H Ill< 

Compan)'•K¢11UUions D(Tdcdi.aJ A.mn1ca. AT~ Md PACE~ out.)tlftdltfll debt b) SUO mdhon 1ft Ill% ftlt ~c:dt h\wn ltK t.~lr uf 

IICCOUn.ll rru1\Ablc dvoeJ;h lhc' I\C'CDiml\ Jlc«••tbk ~l.lbOn •~osrwn IX<utllliJIINlft rro,;r.n). '"the lhlffJ """' r.~of1h q!J¥\tn of 1996 """ 

v>«<ood<cttao<lh<--.!""dtt>IIO WSI"""- • ~ Jl. 1996 lh<l·-,·oocqv"''-• alld ,..,.,., npcM>owrnd"'"" 199S 

"'""><d ............... cldlo _. apooll k-. 10 Sll• 11Dill- M O.C<tftbo Jl J99S. f•- SlUi mdl-lt fie<.,- II J99J lh< tflco..,•< 
•e-aJtltJt\m&'fwcmlnk••U ~OtlbC:Iftd., ... az.n~•l996 ·~t4tl Xt'. an tWJ .,...., u• • ..,.ew• fhcC~~ 

t'"'f'<'" k, .. .., "*tftt ran due eo ctw RdYc1• of ttw ~'"I t.t.wn ~t dw Rc,oh"'t Cted•• fe<•IM\ t<. rcJ•I •••Itt)) lot a f~.tll )nt 111 

JW7 

1/oCO.>Jr. TAXES 

IM(Jifne ..,, tapcnx ""SAO, million and Sl6 .. mill~ in 1996 end 199S, rnr«CilC'I), and. knf(it or \ l.& s m•ll.vn IJ'I 199.& lfll!otQ\oe"d •n(ilm( 

tl\ upcruc rtwhcd fton ltlinctt&M: In 1hc '-"«d\>t &&.\rate: lO JJ" In 1996 fto." 1·1t• 1ft 199' .md W ln<l'r.}(' i" JMumc: Nfurc: IMomt '"'" (w 

lh< ) <1t mded Oc<anbc: ll. I 996 ~ 



c;omp~tt:d 10 lht SAme periOd i.n 199J Tht dJcctlvc aocomc &&.\talC "-At lower tNn the Wilutor) rBc ht I~ an.J 199, and '-1' I t'tMf1t tn 199 •• 

p11Manl} d..c 14 lh< Cocnpall)"s apcatd IIOiialloft or a• .. t.l>lc nd opctollftJ lou<t (NOI.t) ""''""'I} J<n<n~lcd NOI > fiJI (....,.,.1 '<1'0""'1 

I""1'1'd "'" bcom rullr IUI=d., or D<caab<t J I. 1996 tScc No<e 10 10 lh< Coosolodolcd I ..-..tllulc""nl' 1 

PlltrtRRED DIVIDENDS 

f•rcfc:tmS d1vhkndJ were n.a millloA. SJ 1 million and " ·• m1llt0n (Of 1996. 199' Md 199.4, rap«u,d). •• • rnull of the du.~ r~\llfrrtlfth 

onlh< Co..pan)"o p<e>lo<nlr out>Undll\l )~ c..mulati>< Con•<l1obl< E>chol\t.-.1>1< Preferred Stoc~ tl'tciC1tcd ~to.L) Ov<onr 19'16. ,.,.,,, aU ol 

th< • 6 mill.., >lutnol f'lo<!am! $IOdL ........Sot~~*' lle<cmba Jl. 199S ,..,. coo•M<d iAoo >h.v<J ollh< Company'sl'omn""' Stoc~ I"" ••luc 

SOl p<uharc(c-s-t:~O.Sc,..-, J. t996.11w ""' .. '""' ....,..oll'ulam!Siod"ff<"dmn<db) lh<C""''*'' lh<<on•crwonol 

f'rtfmu! S&od. • iUIUUJt lit MIIIVIU&IM~ of U I fNII.-_ bltcd Wlf'O"h .. t, ..... • . _.11_... .bwn .......... "'A.,._ .. ._. 19'iJ 

i"oi:T lliCO>I r. Al'ro r.AAJ'IINCS PI:R COMMON SIIAIII: 

NC1 u1eomc 1ncrcol)Cd to $1 • . 1 milhon (Of 1996. U O I milliOn (ot 199l.nd S6 I mllllcm tot 199ot lnccwnc on ,oounun t.tod. hi\ ~11 0 tnJthun. 

S<S I mlllionood SI Omllllonrot i996.1 99Sand 199f, tnr«JI•<I} 

I 011ht yanmdrcd Dt«mbo ll. 1996 ...S 199,,1.hc anunp pn ('(IIII'NftOa Johlrc •ac nkut.kd 1\ nn '"'-fW"W ltoc(ore pcfcnnl dn~\ dt'Wc:J 

b) lbc- •c•&ftl.cd *"~t numbc:t ot t"CMWMft sNtc:s. f ew 1M )Cit fftdtd l)«embcf Jl. 1994. \he'-_.,.,, P<f common :tAitc •nc tak.vl.ak\3 ~the 

tncomc on common Mocl dndcd b)' 0c: •dahled ncnt~ 1\Umbc'r o( convnot~ ~barn for Lbc: )C:.W. C-ftookd l>ttcmbcr Jl 1v-;, MJ IW) the 

~CtJbkd ''cnJ.c number of COINilCin sNttt lndudcd Lbc: a;\4M'Wd COft\fnO'I of II')' PrcJC11'td ~od. dwn ouh&.~A~.hnJ do.f•nJ "' rv•nl an me: 
ptttod, u·uo 12 I mill~ s.hlta of Common St.oct_ Fot lhoc: )tin cnckd Oec:embC'r )I. l99.&. lhc uwmcd COIHfftl4)n or thoc l~rtfor~J ~'""._, ~ruu 

Common Scoct "'u t:'cJuckd from lhc ~rl1ht.cd ''<BI' nwnhtr o(C'ommon .t\a.ttt ., J.\Kh llod. "._. antl-dtlutJ' '- I Of all )c"'' prcwnccd 

c.·om.mon Suxl Ol"'''lknlJ "'" rd\cacd in t.hc "t:(Jhkd aHT~,Ce IWtnbtt of c.otl'lm(tn ~" •tWntlhe UCAlUt) ut<L ~ 4'<t Nt'lfc! m lhc 

c .... loo~&u<~ r .......... -....., 

IJQUIDin A:-0 CAPITAL RC.SOUJICts 

I tllnlc:rnitiOMI. '"' f• a hoJdjAI tomp...) W conduct\'" opcrllleocn tbrou-Jb tU dtt«l lftiJ lndtt«t "''-'11) o"''~ wtt...J•)Un It I 'J't I IrK 

C!lrC) i.s o "holly o"ncd wbt.idlary of l.CJ and facUIIJitn the Sec'urn•,ahon ru>J""' I '"P' ~n cn1a1n hmt1N t:tn.umiiMKt\ \I"C. '' '"hJ«1 1-0 

CC:rtiJn conanctu.aJ po~'Ohiblciolu tonccmlrc &he pl)"mC'nl or "''ldc:nch and !.he ma\.lnl of loan.t. and ••hanc("l lO I (I lhttt IIC •··O"'C:'(f. no 

rc:.ancuonl on lhc tnO\untnl of adib v.- ltJ\In lht mnaUidct of1N C'Ofttoltd.tlcd IJOIIP. and the COt.nf'ol'l)'t ~h"vnmn uf tl\ ht;~ut.4•H n N~ nn the 

coruohd.actd lrotiJP T'hc Cocnpatty mci.MI'tl Ml.qtrid.c) bncd Oft cttoh no- aj n-pontd"" "' conKt.fllliltC\1 tUtnnc'ftl• o.( c..a\1'1 no. '"' .. ""·&he 
Compm) doa """'ocher opa111._., ....,..rn. *' OUI.hacd br~ to~ at• OJWf•fOft' 

CAS II rLOWS- OrtRA TINC ACTIYillt:.S 

1 he Comp~~~y P'O' kkd SJOJ. 7 mUtlofl of caioh rnwn opc:nhOttt.. ~hkh tMiudctlhc pt\K«d, of Sl tl 0 milliOn hurr• lhc' Mcuflill.lil'•" 1''01'""' (Of 

the )at ended December Jl. 1996 Ctih proo.LScd (rom orcrMtOnl c'c1ud1n1 1hc' rroc«d' from the 'ccwuilulk.Jn J'mf.ram n•~ Sill I m•lhon 

com'*cd IO SSJ' melhon and »I I m.IIUon (Of 199.$ Md 199-4. raptCtiHI) lhc lntfftW' 1ft 1996. a\ •til a. In tV9) MJ I~H h tJ~ tv tht 

W'p.~f.an~ eto-..-. .n m"fti!IICS and nn tnoonw (or tht pcno-Jl. ''"'ell.., unptoHd ~or "Otf..~J t-r•r.l 11'14 w.ronrtt u\h C(lll«hon' 

d"'"'' 1996 """' cotllj'lt<410 199S Md IP')C 



CAS II ~ LOW~ - II<YtsTINC ACTlVITIU 

Tbc: Compan) h.n ~ KJ ~ tu.Kq)' wkh bodt QCMta-1 adtJJ110nt Met Kqvi\WOftJ In 1996. the (omr-n) t.rC"ftt \ I.C I) ,.,.lh•W\ '" t~C"Ui 

a.rcnd.-11tt110 ecqvw tddJbOftll ~ crwumbuon M4 deWtbuiiiUII t .,..lt), 11 "'ell at to dc-Hlop '"·'~tOn t)lokm' wrf'l"" c. .arcul 

aptlld.cum llluaMd S.C l 0 lli!boll 111 1996 wba tom;llltd 10 I 'I'll. and IllUmed U l J trulhon on l'l'lhll<n tomporr~ kl 1'1<11 Ill< ll.fti!"'IJ"> 
ecq,.uutiOftj o( Tdccbal America. AT'S Md PACE. a "'--dt at othc'r lM.,Itbk aJMU.. roul1~ Ul ttw "xof SU• 6 m1ll.on 1ft u\h (Ot the' )UI mdC'd 

O<mnb<t J l. 1996 lA 199$, dlc c-,.~pa~~ S66• m1lloon oowq••" CHI Mil S91 J mllhoa lo< capwiJ<l''""'' In IW., 1h< cam,_)'~'<'"' 

S1 9 mllloon (ofl!cqoltldonu ad S66 0IIItlloo! rot ..,.., npcnd1tvru fhc ltmJlolft&ln'hl"'l Itt~> Olin'" 19'1)""" 19'1~ <Ciln11hc p.oJmc•• lot 

lhc' ln\ntmcnl lA Slll 

CAS II fLOWS - I'IIIANCIIIC ACTIVITU:S 

In 1'196, l•nM<in& J<livlllcs ....S • 0<1 SJU million D•11n1 19'16, 1hc C:••mi'Jftr opcr><nml nci borro,.lnl or UO 1 mill- OM<kt '" okb< 

IIIC'C:mtnll. 10 fund lu ..-qult.illont and Clphal o.ptndituttt h dhCt.IUCd ... ln,nhnl 1C1ht1Ja. abou: 1 tic net hotro-iltJ' '""' orr.n b) ll\c 

Si ll 0 m.tllfOf' In pt'Otudl ptO\~ by rhc We or IICCO\Jf'IU trtthablc ~~~~·to the' Sc'<untu:II.IOft f1rOfrJm. "'tH~h "('re V)(d 10M ~

ovtsunchn.c biJ.n«t unckt the Crtdfl f iC:ility. tn 199} and 109-1. fiMI'ICt.nl .._ .... ,,,,t« f'IOHckd a nn Sill a mlll.on and ~ 7 ) ml!li<W\ '"f'C'C'"tl) 

JVUnarol) (""" bonv'""P under die C...,.t f oalrty 

CAI' ITAL RtsOURCU 

In • dlrwt) 1996. the Comp~ny otiWMd a S700 mdhon Cmirt recll•t) ••t~ • ')nd.-.•t v( tw\L, •Jikh •. u ... ~, tht C......,~, w ~tt•·•• IWA,h on a 

da.Jf) N)t\ At • ''"""'"-the Cora:lplny V1lft Itt ava~t.bk cat1r1 ~ tNW!Ct ahc balanc.• of tl\ l 'rnS«t la,llt) .nd tN•nU "' nu '•"' "'" ~ l no.kt the 
trahlle<tld), the COt'l'll*') t-' SlU 0 mtlllon and SUO 1 .ull~«~ WIMai'W.,.I eM ~ 100 nwllaon Md 'liO .t m1llt0n rncnnt fot k1vn e>t trni1t 

1lWC'd fot 'anout MUIC:Il miUCI'I. u of Dcecmbtt ) I, I 996 MIS 199l tnp(\"11~ tl) A.\ o( Utc:nnbu ll, l996 and 199t rnr«mtt). Hw ( ·..,-f'l*'} 

ll...t S<H 0 mill lOft and S 171 9 million anlblrlc Yll<ln die Cmlr1 '"'''"> 
fbc amountlh.al can be bona•C'd under lhc Ocd1t rKdit) b wbJ«1 lo rtdurr.tloOn N~ on t.bc OUCllandtftl Nl!JI\\t t'CJtnfttnl JwtW 10 IY'tl unlll 

ngturu) Of' M.arch )I, 20()1, 1liC" A.ntcUt rate oa chc debt out.w.ndJ~ u Uf~k NJ.cd on tcu•.n.l uW'•cn IS« r-oute J 10 IM (onwiiJo~tN t tfWI£1.1! 

!')ltf(fNlt'' ~ lta< •(fah.tC\I I'CfiiiC lAI.Ctat mtt on lhc ck·t. OUUIM'Id•na "'*' dw C rcd•t t..::thJ) \II ere b 09--. and f) "'• ttf' f)t(cmNl J I, IWb 11'1.1 

199), rC"J.p«hHI) lhc Cre-dit facihl)' con:taim C«UJn biiiiKt tMd. optrattn, tl\h nt~"·· tapii.IJ f ' pc"nJIIUfC' MKi ""''"'"" M\fft.arll ff\IUiiC'rnmh 
A~ o( f )t(cmbc:r J I, 1990, the Compenywu In compll.-w:c -.h.h all co•Crw'lh 

In «icr1tmbct' I~ lhc Coey,p.n)' cnttrC'd IMo tu.o tqW'IIc dlloCn:1i~mN) linc ut unltl •arcantmb (I '"'" ut ('tt\1•11 "~lh ''"".,'''"' Nl'lh lut 1 
loW ufUO mHIMiift lbc LintS o(Cft:dtt ptOndC' rla.ibk lhon-wm boo'"''"l (ICtiUtn at ~ompchb'c r;ttn A\ of fl«cmt!C'r J I. IQo%. 'li U nu11.on 

"Doutttand•rtt Oft the LtnnofCmht. • 

In Aw'"'" 1996. lhc (empM) m&n'cd !:No lbC' SC'tur.C.IU&W. rrosttm "' wtl a J"CI't.cn&.IIC U't'Mnlu:t IN('f('"' 1ft. Wftrto~;\J f"'"~ nl alte l '"",.....' ~ 

tt..Jc lh.«lUm\ rKC't,abfc Tk eornc-r a.n tdl an undt,lodt\1 tnlnnl •• • tJ.nraNtcJ poot o( KC.~I• ft'Ut'.WC lit• M 'WIJU"'I N-w' ''' ..urnu., 

lM ,.._,tet,W.-t llda'f'.W "'P &0 lhor I- ol S ISO nw.lhon At oiOcc:nt'bn Jl 1~. dw roof ol &ndc ~"ounu r"cu&tolc t.~ "~ .,..,L&bk for ulr 

eoukd ....,oum•lt Sl20•llal. aDd Cbc' ~of r«e•,abk• to'd tGUk\J it I) 011'1111*' 

Allhwfb the C'""CJM) bd~e'a tl has ~~ati"Jbml opcntlq cah no-.an.J .41\ ltlab&t bonU"'tnJC..J:fl«tl) w (~ tbCu"Ct\1 '""'""' 1ft~ ..W antkl:-alcd 

Oi'fUI tf\l"IIC"mtnlJ.Ihc Compeny coal ill~ lO C"\._ 04Jolct touren ot ("""''"' f'hc Comp.an) bas fik\1 a tl'lclt tC"f''u~t"'-101'1 \Uitmcttl "'lA 1bt 

~"\ll'ltat111W &chana< ComtDt.Uiott.. •MQ •ould •Uow me tt.W.IMCc of uoo m.u .... of debt an.:Sot ~·.un \('t.WtlfK') The ('cwnpatt) h.u n..M ,,, 

4c1tnn•Md • he• Of If tnt MVW CllpU&I r~ •tU be compldcd 



CAPITA I. RtQUIRL\IEXT'S 

Ounn1 IW1. the C~) o.pcctJ 1MI its non·-bindlftl COINnt&Mm& fot Upfl.ll npcnc.ilr\llt"\ tndudlnt acqv•\rhOf'ltJ ••II U'KfQ\C' from the 1996 

k•ch and arc dcpcndcN on &he ~(s &tOIJ apbk Md trVC'INC lf'O"t\h Tbnt cap.IAI reqv.u'cmcntt ate pnm.wtl) fat'"' •tc-h~slftJ v..um•won 

fo<~louc:o. t«'-lotY pl>tf...., lftd lof..-lon JYI'cms '1'911CMlons Ia """"- 10 "'-·•• ~ "''VII't-"'>. th< c....,..., mtoC\1 -.,. 
•&f'C'Cmcnt. an Fcbn.IM) 1991. eo CXkftd its NdWOI'k nit c:ommkmcac: • Ill nt.md eM Com.pll")"' (abu-orpiK nt1•04'L t; o"« ).100 rouk m•k'- aM 

is aponcd 10 """'" npol&l e>pa>diuotcs or -lm>tdy s l lO .................... , cquopmmt 

The Com.ptny haJ rchcd wpon ~ IICQ\'lutions u one rnwu of C\p&l'dtca •tt ntt-.ot\... Mla and ""'Kc prncncC'. and rt'offtt.Ja ltron the 

c:ountl)'. iTloc (..,pony cva!UII<Jcodl po~G>tl&l qultldonto ck'l<mtloc: IIJ Wll<&i< 01 wolllln lllc: ComiW') 'Jill"'~· "P<'"inl "'"'II~ lllol '"'""" 

objecth'C'I The Compeny upccu tO continue &O acthtly apkw poctftCIJI .cqulNUoftt and ma) cncct 11Uo du.ewwont (rom time 10 Hmc "''b 
pcn.cnll1J ac:qubJ1'on candld.a&a. but lhcTt at1 be no aitUtlnCC tl\tt &he Cono.prtny will ~ able 10 emu into Of C6ffll'lttc .c~hlllon t Jf«tn(fiU on 
kCtpt~.bl~ terms 

fn Mt)' 1996. the Company ctuued Into two IC'plit&k ~· •teh • third•patt) saJn •&ml Me! M a.rf,l•tttd pany ta ih•• •~:tnt Inc: ormJnMM'n 

for thr CottlriCl t\tcntiOn'- t.t •ell a n.cl"th ify Md Mft"((OftpN l'fO"t'lont U. rht qrttmenf\ 1hc C"om'*"' hAl miOt' enJ "'IIII'J\4lt ,...> mcf\h on 
UUUUt ck\fiAAifd cbk1 OUt ICVtfaJ )'ewl ht ICCOfdMCI -.hh tJw I•O ttlffmtnh l ftliJn CJ( l.hottc ptltltC'fMt tlf (rl .. lonf.l ftll VC•~ M hk•t.....-r-' •A 

tltlin<d ""''-• .........._ Th<c-p.y bd~e> .. u...u-I'O>tnmU. ol rcqott<d. -I><" r-.. t., "~'<'"""''"' ~oott•~"'' ,.,.....,, ....xr ,,. 
Cmhr r.ctiJI) 

Durlftl I"' lhc (omflilft)' aCO*CI kuc ~ (Ot • ~ e:orpor.tfc ~v.w1en anrJ M -.1r.tltt0fl.&J IKthl) (Of "' Ofi'C"'lrr•"J Mo~b~..,.,." the 

..,....,...,,.,lllc: nc: .. c.,_~ bldld ... is • dvM')at ..,.,._, 1a>c: • •h • ,............ rnoohwl ,.., ..... I") me•• "' lh< mJ or 111c: 

1c:asc: ''"" ,.,. ..,_, r .. dlo r..llic)o r .. w opcnllna Mli>t.ldllfln " . ,.,. ... .._ o.c_, r .. w ,.......,..,..,.''"I"> ••II .,., .... ...s. 
1997 and t\l<nd r., a I).)CII tc:nft.(S<c Nocc 6tol!oc: ConJOiodatcd F-tal s,.,,,.,.._, 
CO~IMfTM[I'o I~ AI\IJ CO:<TINCENCILS 

T1w Comp;wt)' hu tlf'tC"Il\(tU.J ""bh «ttaln lnwuchanac: cwrlcn. ' f Ct and lh\1'\l .. ,.,tt \C'ftdotl \1) lc.uot r~clllhC'\ (of OftiNitiiJ. lcrmltl.,l,lif'\& IIW 
1111n•J10<1•na tcnkn Thac IIJUIIIC1lllr<q•lrclllc: Compony 10 ""111\tl~ miolrnllffi !119111~1y >ndlor wonu•l bill•••• bola! on ... ,, I 11< l'omp.on1 
h.:.~ mer 11\d C'\p<'CU co c:onrlnuc lO rntcl wch ml1\lm_um U:tl&e rtq\lirCmti'\U 'I he thlnl·ptllf catTiotl., tnc-h.1dc Wutl~om 'Nr1"orl. \(f\Krt, Inc ~h'• 

WtiTcl, ~ JWiftl and MCI In lddidon. the Company UJtJ t.nvk« pn)\ldcd by U~>h M.I\OC. 0 f (. aod otMt tm.alle1 II t• rht l'ontf~ton) C'UJ'JCI\tf) Nt 

one •IJnlfl~o:anl canttKl "''" a &hinJ·pat'l)' unict, Subj«1 to the ahilll) of thtf Clrflt't lo m«t th< t·amrun> 't orcrah~l rtqv11cm<n1-. ll~ot (Oft'I.P&'I~ 

n ott.h&•IC'd 10 uK rhlt wna fOr a JJplrtctnl ~tilt of wnket tbatlhc C..ompatt) rwo,i«t lhtouJ-h lit la.W'I:I t ... thtin lhr am.wmh f\Ol)a.l'lk 

UAdc lh.tl ton\nKI.. ho~c,tt. tqllftltnl l~ lhM l~oflbc' com,_,... fC'IIcthK Oft"' tmtt•&l butl ,~Note' w lhf (.:on.oh.i.&JrJ ftn.tnttal 

Swcmcn••) The Compan) tw mainccm:l ks Nth• or\. &o mJa-'mllC Uw lmpk1 on"' tu,.omcn or I ""'"""C (aJiutc b) In) Lhu..l·l"''l) (,Vn('f and h.at 

tttabhJhc-d COfttlft'('n() ptaru \0 f"Cf''OiiU' tnf1lc u qt.tid:ly •• JIONolbtc 1( a tcn Kc fall"'c ~ a thafCS...pwt) umn .houiJ «utr Ah~af\ rno,c wna« 
(a,l..wt"t chat &ht CompM) h.u n.pannd ha'll"t beat CIOtf't'C'I.c.d hi • rt-lMr~r:l, lhon tJ.mc pcnod. • r:aawOf'l\ac M't\t<t faai\U't c~ld anttrJ\If'4 &he 

pro'n.on of trn« b)' boUI &be Compuylftd au c~ fot a k:ft&U\) ltmc pttNd lbc t"HHc:•·aoOft prt.od for a c.:.u&rortuc """"'c fat..l.n: 
('IIWN)C be rnJCIIftlbl)' *""-"~ how"'C'·cr. nc*Lbt:r the Compen) '* r.ht JfiCklsuy hM ~pctton'lU"d ~ ~ vnK!C' fatktrc fft Itt hl..., 

Ttl< (Oft'$*') hal bc:c-n t\lilnCd u a ck(c:radMI tn '~ •·''"'*' m.atlen "tao.t-JC'ftKM tntcacb w "'P'""'t) cklcaJ chctc '"").l.ano.S'"J ~ul,.., I he 
Compa;n) b<IIIC'\oa thai~ -.1 tw adcqu.ltc ICO\Kd &os. (C)MjQl'(nCld lAd cMI 'wrtml pad.an• 01t th.rnacnN ltllfatWitl m&~lfn .. til"""' h.a' c a ti'I.AICY1.1J 
achcnc trnp.n OC'IIhc Comp~n)"t rc:su.tts of opctlllJCiru Of nn.ncw toftdrtMM1 tS« Note: 110 ctM: Con10ltd.atcd r~w ~c~cmcrm , 

10 



f'ED£RAL I~CO~II; TAXES 

fhc CCimPiU't) ICIICI"l'ed ... .,..riCiftl NOlA in poor )'c.l Uw aft" avatl&btc to rt.dU« UUTmt cash r~n(mtf\t. rot 11'\C;Of'l'lc. Ll:\n Stc Now 10 or""' 

CunJOIMU.Itd rlnt.nciaJ StatcmcntJ fOi l diiCYuJon of Lbc l \ttbblltC)' and UCtlil:Mioft ur lhoc NOLs. 

I~II'ACT or IN I'LATION AND Sf.ASONALITY 

lhc Comp;.ny docs not bdJCWc tMI dM ttl.Mhdy mockratc kvch of inflation th.M hlvt btcn opcnmccd tn Lh< tln•IC'd Sutn '" rrtrnl )'cart"''" 
had •wa.nJfkMt ctrcct on ab rnmuct (II nttt:iftcs 

The Comt*l( t tonc<i:SUinc<" f'r''muc iJ ~ ~ JCUOUI 'RNhOftS bNtd 011 cac:t. JCI'DCftL. Uw ot ttw.1-dt"anu wf" Kn by commr:rc~ 

C'U$&0n'IC'n b l)pteally &o-n on •tdc:ndJ ~ eM ytM lftd 111 the founb q,unct, dw lD bohcl:~)s "' rc...smt....t rc'awn ..C:ta:JC *' • 
- orlbc Compon)' Uoul...--""' ~ lmjloa due"'-..... <onvn<t<UI all"''l*'nl" ~'"be r«l..CN 

PRIVATE SECURITI ES LITICATION Rt r ORM ACT OF 1995-SAf'J: IIAR80R CAUTIOSAR~ ~lAll \IL"l 

Thit tCf'OI"' conlalnt (OC'\IIatd·~fna Jtltfm(ntt 1J ckfintd by lhe l'riutc S«UIIIIn (,ltlptkwl Rcfonn AU or 199S Hh< Rdl)tln An) 1"hoc 

flHwar\J· Iool:lttJ lla1C:rn(n.U C>.Pf'Cll tM betlcrs and t.t.p«WIOI\1 of man•&('mcnt rcaa,\Jinll.CI'• fulutc rnul-. aM pcrfutmantc M1J lncludc.. v.ithout 

llmllalloo, !llt folio~ I.,:--min• ""'Compony'J ,.,.,. wtloo~.lll< Corr>PM>I"• plan> 10 Cftl<f lh< kKII·t<t· ~· .... ~ .... oh< r rr«t or 

t ~'(; 111<J Jlltlorlal NllooJ• pctlli<llnf 10 tho Trlrcommunlatioou Arr of 1990 JocaJ • ..,..Icc compcuoron and HII(X' cnory lnlu thr ko<ll..t"'MK< 

mwltt. tM lmpl(l of m.\ C'Ipi.Ke c:ompecldort CMt pridna ~ llld ratn. opmcd rC"'enuc: l'<n"~1h tht '~ tnltKh un "'..attt<1 aN 

orponutuhtt ~ ns-:wt &be Nca•1W\ .. hkh tN)' alto- (or ~ arou m.waJA. the: c•ptetcd rucwc .near" '"n Ml.l wan~ WI\ lftJ' from the 

S«wr1u:auon l~rosran. fund~· or~ apmd,..twu ..s opcndotu.lhr C~· bcljtft tfJIIt'dU~J. '-'' "'"""'"" '""KC fadutC' • ....., othn 

aurulM apt'UltOft) COftCC'I1llftJ matlen tNc ~ flOC hitaonal !actL 

Such ~ lt'C baed on C\Wr'Cftt OptCUIJOftt- la\'oi~~'C I nwnbcf OfL-"""'ft ltd u~n m h Md ""'-C'ft.J "''" lh.&t t~lJ C:a&IM' tM kt .... l 

~Ju .. performanc-e II'Cl'or addcvmteftCJ of the Competty 10 dtfTcr m.a&.c'NII) from any fU1l.ft rnutu •• pufuun.~in .. c of ~~otuC"Hma"'t.t. ~Pf~\C'-J Ot 

tmpiJC'\1 b) d'~ I"CH'"W•tool tn.JIUianmu Raden wt auttoncd IMIIIIO rlatc undiite f'C'I..ncc on !.hat lon-atd·~lrll .UtC"tnC'nll and aft) )W!.h 

UAICTMftl b q .... ltncd by rc(C"t'CnCC to the fol~"'l cautkwut)- IU:t~U In COMtCiion "ltJ'I tbc u/c hMbot ptU~ !\tOn) d f the Rdorm Ml. the 

Comp:..n)'a nu.naacmmt it hnrlty kknllf)lnalmpon.atu r.aon tblt ... ould cautc: IIC'tu.at tt1UIIJ U) d•rru ntaiUU.II) tu)fn lnAnat('m(ft(J (\rt'iUIIont 

itKtudl.n •• "'thOUI Umitadon. the folio\''"• h'K'Itbcd k'll·d.J or CotnpdlfKltl In II'\( ltk<:ommunj,cahont t.ndu\C') '"''""''"' MI'OC cftU) Into IM 

~nletLA T 1\ lonl ·chsa.ancc lndwlry and Jht: lmpat~ on ptkinr: me ab'ltl)' or U .'l'\ dtf«l wkt (r,w('( and •hct~l\f' 't\anMh o( du.tntKIIJon IO obUtn 

MW loll«. &he adoption Md .IJ!PfJCitfoft of tvln Md f'C:Juladons impJcmenhn,a Ike A a , the ''••lMNhr) o( ka\C'~ urlk.ll) 10 t.41Pf'IOM the Com~)·, 

ftO,nphK C'qWUIOn: d"C' lbiUt)" &o MfOC'* ~ klc:ai•J(T'rkc l"c:nMrH• • lth LLC,, anJ ochcf mlt dn.t11NII luwn tttnoc In 1111'1C' m the 

Comp.an)'1 pctlOdic filftiCJ •M &he S«untK't lftCt E.uhlftp Commluion lN. ('GmJW'Ir n noc rtQ1.1•ttll ao f'l.ihC"t~ Kka.·te Ut) duft.,;u 10 tbnt 

fONatd·lootflll s.l*'tDmU (Of c:'\CI'IU O«Wr.q •1\cr &bt d.llc bcm)( Of \0 ft"f'k(i odwf tiAantiCipe&cd C''lla\lt 

OTIItR MATTtRS 

A nc.w .uoundna ptonou.IK'nndl Oft 8CC.OUtl4lnJ (cv tn1111fcn and M'ntCUtl of f'il\lnttAJ UJod) ""-u n~ "' IYJ.b anJ n cfrc'l"t few fite&l )UI\ 

""'''""'"'.ncr O«cmbct Is. l996 AJ c-~plalnc<l In Nocc lto the CunlOhJ&IC'd r INnCi.ll Sllltmcnu.. ttl< CntnPatl) de~, IMK ('~' ..,. •rsn•ticant 
tmf*.1 (tom the adortron of this pronouncftntrll 
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REPORT OF ~IANACF.M£1'/T 

The Jn..aN&emCft' of LCitnu~ Inc. iJ IUJIOftJlblc for 1tK prc:p.~~~1ion of•JIInfonNttuft. iDtt~o~ehnc the fin.111C1~l ''"''cmctn" ,.,_, related ncMn.. 
induded to lf\is AMuat Rcpon. Tbc Ci.nllnCW Jltlcrnen:ts hlvr been ptC'paKd rn coafutml1)' "lth rcoc:"-11) ICCcpttd .ccwnlmJ pttnc>rpk, lPJVQPr•.Uc 
tn &he catC'Um)ta:nCQ. and inc-hide lmOUJ\CS based on the hal Jud1mcnt o( """"'lcmatl f ,nannal •nfonnllltOn inclu.d<d cltc-\.\hCt.. 1n Um An.nu.al 
RCf!Of1 b WMi\ltfU with IMK flAanc.W Al&cmtnts. 

In rtCOSnrtJ-oo o'r ill rnponslbility for the lnttplty Md objc<1i~hy or dau In lM ll.nanciat Mllonn~l~ rmt\IIC'mc:nt m••n&&lna • t")Uttn of rnl"n.a.l 
IC'coundnt con1tol.t.. Thlt t)'lltm tlu been et~~l~ 10 tftturc~ "'hhin nuon&b.Le UmhJ.. Lhat auda ate ufc "an:kd. tb..a.l. cran..tacuoru au rr~'t) 
r«O«k:d and a:ccvttd in ICC'Ctdencc wkh m.anaaanen(stut.'lotb.llion and d\11 accountif\1, rccohb pto\'Mk t • ltd fO\IIIdat;on frOft'\ \llhKtllo prcf'!&tC 
the fin.andaJ JUUti'ICti&J., 'The J)'StCm b suppof1Cd by M inlcmal audit.fn1 (t,~nruoft \lohfctt AJ1ala the ctfcatvcn"NJ Of U)lC'I'l'lil NftltOb and tq)On\ Ill 

findinJt 10 f'n.IM.Icmfnlthnlu&Jtou:llbCI yat. h ls RC'OJft.ltcd lhM no JYJ'(tn or lnt.tm&J controh un dct«t ar d prcvcN aU err"" and Jncsut.anun 
Manqement bcUc,·c::s lhll lbc CSIAbJI.shtd tylkm pro-tidd an IICUpl&b1c blllVKc bC'"""" t»aK:nts to be taino.1 end th<u nl:attd tom 

The ComP~ny's lndcpcnd<nl publk t«<Wll.ntJ tn: CIIJ&Icd lo cxpreit ~;n opmlon on the )tal-end r1nanc1JI t ' .UmtCN.l- A:\ p.at1 o, l.hc:tt • ud•t ,., dx 
Compan)"a 19W. fli'I.IM&t,l stltcmcnu. lhcy con.»dcrcd 1M CompJnfs S)1Skm oruucma.l comrob to \he (\t(nt UIC) d«nteoJ h<"te\UI) to dt1mn1M 

the' Mturc.. tlmina and C:lOc.nt orthc.lr avdn ltsll. 

Tbc. Audit Commluct or lhc ~ or Olredon I'IW.ttl «sul.atly wbh the 1nckpt'rMkn1 pubUc a«ountaDI..t tnJ nv.tJ.a,f;CQC'nt tv rf'\ •C'\\ tbc ~•·t~ 
J'CffOfmcd an4 10 tr\Wlt thai taeh lJ ptopctly d&JChltJin& IU tnC)CNnibllihft The lndt~nl publiC IICCwn (.Vth h.&\C fult lll'lolJ Iff~ ... t.M\ IO I~ 
Audil Comm.JUtt, wotthoul l.hc ~or manattmcnl. to dtKU..U lht fC''ItdU C)( thdr t'Udll\, tiiiC'rNla«ounhnJ ~.-.nttuh Md ni\U'I~ •Ill f~1tna 

Joseph A l_.wrrnc:c 
Xn.iof Vtt<C Pt'C't.Hknl • 

''""'" 11'111 UcvciOfljll<nl 
and t.1ur( t lnanclal OrricC't 

l<«o<y 11 Vonl><ykn 
(CNJ'Qft1c (,;onltollcr 

o: 



REPORT uf 1Nil£rFJjDt;HT PIIIIIIC' AC:C'OUN'I'AI'IU 

I 01 li E: BOARD OY DIRECTOR.~ AND !tiiAR t;OWN I M' VI l.t o I ~ 1 UlNA liCJNA L. I~Ll 

\\ ., ,,., , amln~ ttK ac('otnpw\.1~"' c:onJOIWi.tlcd balance that~ of t.C.'IInlcrrwkln&L h\C (• f )claWtatt Cotrf)f.,HM) WW -..M4diMkt • • ••I f ~c.c.rnhu 
) 1. 1996 •nd 199$.1n11 d'M tdacd C'lQO.I.Dl~ atatuncn~tof open:! tORt, ah~rwn tqt.~ll) Md u\h """'' rot r~h ut the th.t« )fl'' •n tht renod 
mded Oec:cmbcr ) I, 1996. TheM nNMIII ti_Ufmt04t .,. lbt tnfWW"I~ilhy of dw Cocnp~.~t)t ~(tt~lU Our I C'\I'OMI"Ihf) , In C''\f'h:'\'1 XI 

<>9tnlon an llo<1< flllwl&l .llltll\t11U *'I 011 Ollf INCiou 

We cllnduc1cd ~r eudth ... ~ \4hb ccncnJI)' IC'C'cplt'd tudllln:a t&.an<brcb ThoK ~· rtqwnc lhll ""'' ~.ws MIJ pcdOtm l bc" IUi,hl 10 
ubuin rt'asQnO.blc a.nurancc about wbrlhu 1M fln.a;.ncbJ Jll lC'mtnu art (r« of rnaktul mluwc-mcnt An •vd•t lrvd~A1n c:urtunln&- on 1 lt:\1 h.:nlt 
(-\ tdcotc Wppor1LI'\J the amountl mel ditctoJwa 1.n the f\nand.al JJittmmll An .W11 aho indudn anouna l~ accw.ntu'lf ptii'IC•rltt wi<C'd ....... t 
UJnilic:anl uaJmaacs made' by m.at\l:&cmmt. u "'dl u cvaJI.LWIAJ lbc o'tnJI r..na~_,t .utrmcnt pr'C'1tftiMNift We twhnc Lh.at uur aud •n f!tou<k • 

rc:uun;abtc baW (Ot '*' 094n'on 

In 0\lr op1n1on. lhc fit~anctal JUl.Cme'niJ rdand 10 above rwucnt r:aul). tn aJI nutnLll t~U. lbc: fuWK••I po~n•on ot I.ClllltnNiaoNl I~ and 
wbs.UJI.J.r~ct.. •t ofll«cmbn 11. 1996 and 199),1ACllk ruuJu of lh<:lr op«j,jiOtl.t end c.ath ~ .... (Of r-Mh of ttl< thr\';c )can'" the J"'CTtud <nJaJ 

lk'<cmbrt 11, 1996. 1n confonni1y Vl'llh CdK"faU) e«q'lttd ~ecounun,. r-•nc•rln 

Anhur AnJ(11('f'llLP 
Wa~una•on. D.C 
l"tbnwy 6. 19'1'7 

I) 



t { I lntC"rn.ahonaJ. Inc 
COMOI.IO~ TtD STATL\I[I>"TS OF OPtRATIOI"S 

IU \'1 N\fl lit 

( ''" ••• \.fn ... n 

Ctkt)\\ MAittiiN 
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I rtltllll""lunol, lne 
COI'IWLIDAUD IIAI..AHCE811Em 
(In Mllllont) 

ASSETS 

CUAAJ:NT ASSETS 
TtJdc ~ Rcu•'IOk. l cu A.Qoo.-.a b l~fwl t.440WitU 
o(U) " Mil \9 l l'ut IW.""Itl 11111,, l't•tlf{thtl• 
("muM lt.th uN h~ Au.tU..""' 
t'1tp.al•h llftd Olhu 

r~OMJlTY, rt.AilT AND (()IJir>t011 
r .a,c., .()rlk Nc1••' 
·~(~) ,.,.~ .. t ,qy'9f'WM Mill B4JUI_, 1..1.-..c 
I no • A-l>fjllt<illlo!ti!Jjj ... ll!OIIIIIIIoil 

UIIU It"''' I ~ 
l uc u (! r C ~~ ~-tt Hn J\ ncu A<-qoimt. Htt of 
M~A-.u•loooiUJ I .... SIU 
fi.M 19Q6 MI.I I'IO,, ft«pc(tl\cl ) 
(khn. Nn 

I ) 

Osumto Jl. 

Ill/ , .... 
•19 )JI 

11.! ~ 

1!!!..! ll!U 

,.,, lliJ 
IIJJ ... 
ww ll.lJ...!J 

"p;J l .. ' 
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1W .l!l.t2 



UAIHIIIII \ Al<O SIIAAf.OWNElS· [01/ITY 

CURII.[Ifr UAOIUTIES 
A«OIMIII.t P'l) lbk 

r .. ~.., c ..... """""""' h)._ 
A«rw4 [,pc~tta..; 0U.U 

routc ..... u.eu .... 

Olllflll!ABIUTTES AND DEfUA£0 CIU:IliTS 

C0.\1'11 IMENTS AND comiN()tNCIES 

SIIAillO\\'II[RS• EQUrrv 
l"rdmr4 ..... , • A.U.11cd IS Shim, luw4 Mil 
o ............ . '~h- .. 1'>9l 
c-Slo<l • A-4 JOG Sllilfl.lu.<6..., 
O..u-f1j S•"" lol996""' A-'tf4100-.., 
luucd ..... ()rw.wnd'"'"" ~~ Ill\ 199$ ,..., . .,c.-.. 
....... 4( ....... (b<f .... ) 

loul \..._..n' L...,. 

lb 

U ll 1\01 
11) 0 ... 
lll ll1 

ID.! J:7• 

ill.! ll!..! 

a.2 w 

110 

I • .,, : m• 
u t~!l 

ll2J ll!J 

W!!Jt ~ 



F.-.C'C'I"pC from tQ% Annual Rcpunto ShatCO'o'flo(f) 

LCIInl<mlliOCial.lnc. 
CONSOLIDATED STAW1IJI'TS Of SIIAR£0WI"'ERS' EQUITY 

(In Mllhom) 

"'dft'ft!J c-
S<o<l S4ort 

··---··· .. ·-·· ... ~ ... - .... , 
lOI .... hwNW t Oir• ... Jd 1111 t..~,, ,~.,· 

Y.tbs <Mat!!+H; V1lyt !.:!~!:!!! l.l!I!!W ' II'""" 
8At..AK"£AI Of.CO.Ift[R Jl , lt9) 1W..2 1U ~ ll!!.2 WllJ l.l!U 

(.n,pkJ)ft s-1 Pwthun Md 
L"'fttM oi()Jic:~'WTMt.t. 
htcl ... b l.aH , • • ntNAt ) " 'I 
IIIII_...,_, !101L be ...... I JO JO 

OIM ,..., __ •• •• 
h -tffflnj 0.'~ = - = : l!!J l!!J 

tlAt..A.NCf. AT Dtl'Uo&U.O. Jl , 1994 WJ.9 l!J 1.! 1W.J liU.!.JJ lA2l..! 

........ -otero,"" •• •> I ... 
l~ .. _..,.., ......... 
[u:tthc of~~rnt~~• 
f~ttflld•l Jt.lak4 Tu llonwftt • .. .. 
(0.\(J\!0~ el 
PKrctrtd Stoc..~ 01 ) 

WC't IMOII)C ,.. ,., 
l'ltf""" !).> ...... : :: : = ll..!l ll..!l 

ltAI.ANCJ: AT OLC£Mt1FA JI , I99S Uill ti.! u 1~· ~ 1.\!:!.ll 1.!!!.! 

• ~"~~« '*' r~o~~lNlft •"" 
LUJC.\IC of~anMtl, 

hw:tr.d~l'll ltc:IMid T &.\ t'kncf'Jt 10 11 0 ... 
C•'tn~-..c 
hc:fnnds..ct (Ill'S) I ll ' Ill) 

Ntt IMatM 
,. , 

" ' l'ltfnml (')!-rloJcw.h : = = = Li.!J i.l.!l 

DAI.ANC"t:Al OU:DII-'f.a Jl , l.,... c ill 1.! illU !.:.! ) l \ !j . 

'The .K(o-mpan)'lnC nola IJ'(' in lntqtal ~'l o(lbbc U.altlftthh 
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LCllnlrm•lional,lnc. 
CONSOLIDATED STATtMEJml OF CAS II fl,OWS 

Oru.AllNO ArTIYifiCS 
Nf't I "'Of'n( 

AdJuWMRU lO Ntrt lncomr 

Dtptt<toliool IIMI ,AI!lO<II,.iool 
1'!01 hloo 1111 rtl<l OtW 
l h>oat I• lldtttti T lUI 
Lou Con<illt""'lci w Ol!ocf ClutJn 
ChM;J< N3 AU.tUILlabtUtioct 
lra,jc At-COIIhU A.tttl~•blc 
Nf1 '-«"fltliAUI• MIMI) 
" "'""'h ,.., .ole _, t db)> (:ow AtCNCd 11'4 hy~ 
0\h<:t Aucbi1.Wrillllin 

N£! t~b ~Dn~~ ~X Ooull~l ~$!l:d!SI 

INV(SUSO ACTlVInES 
Cal'!ti&J l.,.rc.,chrwn • Pf'opmy. rt.w.-" r.Jl1.1l.pftKM 
f'~) n~ene f\" "cqg•••ioM ..S ()lhct 
l':l)rucnu (Of STN lt t:ocpaatc:d 

Ng ('Jlb UK!S in IOJf!llnl AQhlkt 

I "IANCINO AC11YinES 
NrJ CXN tra)mc~u) ()onoo..inJ1 
rnr('""a l"l1• tlkn4 "')"''M• 
r"'""'h ., ..... . ~r•·~,,., ,,,,.,, MAn• wtd "'•••• 

r-:n £alb JU!S:~ lnl eaai!as!l l!x: E'"'!!ISI!!16Cb:b!a 

Ch.antc •n fa\h .-d ('MI\ E4-htk:fttl 

C •\It ~ l 1•h I "untltM• M IJ. 11.,.. ......... t•f lloot \ , .. 

'!l.h_,l nll l QMhAirAhM\hr[MoCChcYrM 

SliPI'LI.MO.'T AL Ol.!iCLOsUR£ 0P C~ltl LOW mrc».~IAT10N 
Ca.ah P•id ,,,. IMt.tc-n 

l'M r;t.ld I« IMcliM Tntt 

NtiN·CA\1 1 1\( "J lVII 'I' 
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l)wttn~ Jf/'Jt,, .tl.vnn-ncr1 con\"trkd .. 6 million t.lw-C'S o( Prdcmd S1od. Uwo I'll nd11•4ttt a.h11n o( Common S&OC\ In Scpacmbcr 199S. Uw 
Comp.m) luu«S • .6 mlllton ihatct of its Common Stock.., p&llia.l COiftttdcnhon to putdJ.a:l.t ClG. "hh • miN.,Ct u!U( of appto~im.Mtl) S9l ~ 
mtlhon Tbc lt'CQC')(iiLu.iQo O( nd 'I'ICOmC! CO n<'t c,as;h pro¥)dod by opctadnJ K11\ 1\JU It Mt Of I.UdJ ~d It'd l•abtlllt« a11\UmC'd tht-OUJh dK' 
acqubttioo 
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NOTES T O CO.~SOLlDAT£0 fiNANCIAL !rrATEiti i:NTS 

I . IIUSINtsS ORCAN17.ATION AND PURHIS£ 

l'hc lin.ttKtaJ ttDJ.(:ITICl\Ui pracn1C'd her"''" rnc"ludc the conwlid~C'd babncc: \h«u of l.CIIntcmauooo~l hK "lklo~\o1oarc C\Hl)IH'<IJKIC'I. and lh ~hoiJ) 
ctWtnnJ wtnidlllnn (l.t1 or lhc CompaAy) u of Oc«mb« l l , 1996 and 1')9$. tnd the rcllltcd cunWtdJikd W.&l.(m(nls of orcra UonJ.. Wlw-I'IC'f-.· 
c:q:uiry and cJ:J.b nQ\\j for the llvC"C ytlll ended Ot:c:cmbct ll. 1996. 

I.Ci i• 1 facilltin.•bt\C'd l<l«t'lmlllllllic• lont Clllltt IIIII J!IU• I<Ifl • bruo4 IMJt of cklmtttki IOd lnkrn.,ionll •uk<lod d .. • ..,.len oncrona.• to th< 
comnl4'rdal. whok.ule and tu kiault.Vvnall bvslftaJ mat\.n lqtMnll. The Cnmptny ~" "' tu\lomcn ptlnwtl) lhrouJht ~ an4 O\\n.f'd 
diaiu_l Olxr·opdc: fec.i ltdtt-

1. ACCOUNTING POLICIES 

ESTI~IATES 

l he: l)l"ep:anlion o( financial SJ.&leMCnU tn Nafonnhy with ccntnll) Olrl'C'JKC'd J«<UnHnJ PfU\(1"1n r~UIIC'\ nl.ln.lllgtmcnl lil rn.al.c ntimJ~In vd 
auumpUorn \hal tffC'Ct lhc tcponcd amouniJ o f a1KU and liabllilta ani1 dtSCimutt of CUftllnl«<1 Ut<'U anJ llt~lhlln ilil llw dat.c ,,(Ill<' flnJncql 

)Uttmxnu 111\d 1hc rtf'Of1c<l unou.niJ of rc,·cnun and c'pcnJCS dur1nJ ihc ' fl"''1'"1 f\C'rklld Ac1u.al rnuln ..:oukJ ddYtr (r('lln11M1< C'Joluna~e• 

1'111/>C IPLES Of' COI'ISOI.IOATION 

The XC'Oinp.ln) '"'' ~IOiid..Mfll nnanrial alMCmtnlt inci\Ki.t 'hi II.UJ~nl\ ,,, tM COit!Pfili) •nd ll\ MhvU) IUH)('tl HthildlMiu All m.att'Uoll 
ini<N:Olcnpan) f}'III\)O(Iinon IIWI bolooru ha,.. b<m clilfi!Olltd. 

I' ASII """ C'ASII F.I)IIIVM .J:NTS 

lht COil'll'll.n) COfUJolkn all h.iJhl) hquLd l.n\CAm<'ftU purrh..t.xd "''h on,.,.., m.iliU/1110 ot '"'" motllb\ Of lo.s ~be' u\oh ltq\IU•knu 1 ~~ 
Corn.pan)' IHCS iu: 1\:.Jlabk ta~ 10 tcdvc't the balanc-e o(ht Kc\Oh ltla Cfcdll f«Uil~ tCrtdil IKIIII)) ltW atr~rtll) nt•H-•I.JI.n• ttu ,.lh oo t.JM 

1 RAil!: ACCO UNTS RECEIVA8Lf. 

l uwl.r ~~~~. .... unh u '"h,..•lot " 'J'IIfWni "'"~''" duf hum (UtJutt.tl• f•H tdC'\.MlfliWUl"'hvJI\ MC''"l'11 '\\ll~hcoJ r<,cnuc\ tnllulk llft'loAintt rcco~n•tc\1 
hu wf-.~o,h t'~v"kJ<d ttu1 not )C1 bUW A ponfan oflbc raldcnhal xcounlt rrcc.va.blc ~lmc;c i\ b1IIN throurh local nch.msc c-JI(fk'f1III.Ct) 
\\hi.) OtiC tc~t:~Wt (Of tbl:. cotkd1on or tbcl.t KCOUnta.. Tbc ComPM)' tt«Ha tnft~rmaiiOft (nJm "~ u :c. lboul voc~UHitbk I("(''UnH lhi<tf IU 
thin«n moftlht aner the K(O\KH b bilkd T\( COtnPMt• fn(I\C '"'lwckt.,. nttm.at tu ... thn<' f..ewt t.UKOik<ll~k t(f'OUIII' 

ACCOUNTS R CCtiYA RL!; SF.CUIIITIZA TIOII PMOCRAM 

In .... , ou,t "" r "'nh ''UII'"nt«nt ,., I hlllH~ ial "''''""•IH•• '•IJ~.IIJ.,J, ('If A \I Nu 1 r · k, J'IHHIIf b) lt1m.Jnur' f lOf I '"'"f'n "' Mc;;cH llbln h tlh 
'""~'"""':tiM. tt &fhf~n ul ttt.clubit bAianec-t m«t IJW!I trlttna to~ c-lauJ(.c:d ., 1 wJc for x.c,~JUnltnl putpoMJ. As ~uch. amou:nA• s.oJd undcfthc' 
A«OUMIJ Rcu• .. ablc Scq,''''""M)a Proaram (Scaihlltailon Propwn) .,, not tnclt.Kkd.,. lhc ac.com:pM) inJ C'OIU011datcd r.n~•at tUiem<.t'\lt lh< 
C'MCJ or lbc Scc:unti(afion rrovarn If( ~ndudcd IR Olbc:r (IM"'m() npmx. fKI '" ~~ KC'OCTipaR)'lna corn.otid.aJN JU.t.c:mc1\h ot o:pcBCiOOJ '~( Uth 

ptocc:cdJ In mc:t~cd in opcn&lq Kd•hfn, ~·hUe &he VIC or lhc: rtOCcaJt 8fC jncludrd 1ft (iMI'I(IftJ Klhflk' Ul lht KCCHnf\M)Itlf COr'noltdMtd 
ll4tcmcnu or cuh ltows 

P Rt:PAIDS AI< D Olii[M 

t•tc:pak!J •nd otl'lcr aucts tndudc' deferred C1.1JJ.oma p<nmodon «»U thAI .n am~-.nuN ~'" 1hc life uf lh< rclMC\J ttJnU•h. anoJ '••u.t• uthc:r 
-.c:cuumJ, a.nd noco t~c•vlblc o.pcck\S lObe rc.cchoJ "llh'" the nnt yc.,. 
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r KOPtRT\', PLANT AI'ID &QUirMEI'IT 

Thcx U.S.CU art JWcd a1 C'OII or II fair maftft ' 'aJUC If obe&tncd U J'*' O( 1ft KQUIJJt..on (;orniNCitOn (Oth 1Miu4c: matttltl. Labor, l.niCfCM tiNS 

0\rthctd r"' ..... ,. J<IICfllllld JIO)'Ollrclllcclcotb.i'tup<ny, pl&nlond tq\11-nlti of December ) I, 19% .,.j I 'I'll, '"''"""'he""'- •aloe 
or S9J mlllloo 111\d S 10 l mlllloo rl>< a c"9itaJIHd bulldln1 k.uc r., dw Comp.ny'o "'"'flllona wbold<atO<( hadqUM1cn R'"'"nc ,..,.,, ..,. 
maj'"c:nancc of ptopcny and ttpi~CemcniJ of mJnarr bcm\ Itt' chat1cd to "pc:ntro: 1\ lt!NfU'd lltpt«.l•hutl nt ttUikJ13lf' and equipment n prrHkiN 
utinl the comrcnUc method O'vtr lhc nllti'U.iC'd at.K(ul l lu :'l o f thnr au«• T hot cou ot cqufpmtnl rc111al •n 1hc: uonJUW) count o f b\J)lntsJ, ku 
fltO<ft'dl.. u dwJ-rd lo accumul.tttd dcptec-11tloQ Tltc npit.aU.r:cd bulkhna kuc U amonlrtd on t tUIJi l'll·linc btiu o'« UW tum of lhc k&K-

Au<o Cot<a"'l' 

h ba Optic: Nch\ OfL 
Ouuick Plano llld U..lldlnp 
TnnNIIIl'lon, Oiwobol<loo 111\d s~ucMna 
ln ... II&IJoot 
1 C'<hnolon rl&tro«ru 
ln(!Jfm~ lOP S)J.Imu. I tanh~ lit &~)CI Son~ar< 
Gmcnl ()tl'occ fqulpm<nl 
C•pu•hl'td llulldlnal.anc 

£XC£SS Of COST OVER !'ItT ASSETS ACQUIRtD 

lO 
10 
J 
l 

l . s 
l· 10 
IS 

U.c:H' u( CO>l O\Cr fW1 &unJ ICQ\IItc'd tcoodwiiH COnJIJU of the accn of the- cO\IIO acqu'n: •n cnUI) O\CI tht nrrm.--IJ (au nut\c1 "~ut o( rhc 
net aucu x'-'ubed 0ooc1~111 h amon4n:d on a ~tniJh .. lmc ~' o"cr .-o )Uf\. The c·ump.~on) '~'m'.aH~ C'illwJn l'lhn~ C"~ran .aocJ 
CifC'Um.JlWIC'n bawc OCCUrred Jh.at IJ'ldttJne the mn.1lnin1 ~hn,t.Ltd U)((U;I life of 11'00Ch\11f ml')' "' *•tfVU tC'\ItKift 0t lh..JJ I~ 1'\'m.alniii-J ~lanc:c o( 

coodvllll m.4)' nol be IC'\:0 \'mlbk. In ('VJ.!!Puna wbc'thct aood•IU b ffC'Q\ CQblc. dk Compan) C'')UtNIQ lh.c tutn oflhc C'"\rcc1C'd futulC ca\h Oo~i., 
undti(C)Untal and "bbo~~A intcrw ~t.s.. ckrlvC'd (tom auch fOOdwlll O\CY «tl rcma1n1n1 Ilk ltK Cu•n.~) 1'-cll<''n ltui no ~oUCh lmpamnml 
olsled a:l O«cmbtr ll, 1996 Amottlt•lion of soodwill "aJ $9J mllllon. SJ 0 m•lliOft *1\d Sll mJihon (N the 'c.n coKloJ lkcC'mNt ll . J 9%, 
1?'9$ .and 1994. rapc:cch·cty. 

OTIIt.R ASS ETS 

Oth« ~wu con,i \ol of debt Wu.a:ncc eottt.. ' llhlii of •lilY· cu~ lhtt>- notlo(UI'ftprte: lfU'Cl'l'ltnt' and uthc• ,ktmc" tmh (l\htf anch ., tJf 

()«cmbtt J I. 19'H .ncfi.Hkd • nc1 ck(C'ffN ta• &»r1 or Sll miUH)I'I ~~ 1\t.UAO(f co..-a WC' amorttMJ Otn tht !Itt " ' lhr arpht-.l'!ic ddi 
IJIC"'C'.Int.lll\ RJihb-0(-\U)' COJIJ en: 1UMW1lt.cd OVU ll'lc hfc oflltc tc,I)C'<11\C' IIJ.fU'mC'nh Cu~ll)m('t II'-H •nd fh~on..,,.nt('CIC "J''~nh .,, •r~wnt«J 
UU'f lttC' C'W1m11cd h(t 'lf fOnltKI fetm U(lhf (\tllomcr IIW OJ non•fOO!f'(IC 1XIft11Ttnl 

I> I IIlii I. IAUIL I fi tS AND Dtn:IIIIEU ('ltt DI rs 

Olhc-r hat:ullhcs end ckfcmd crcdiu pt'llftiiH)' inChHk kw'il·tmn dc(mtd lncomc t&\ti and oc~tr kwta•Jtnn fl•~fiUn A' ur U~o"'CCITlb<r I I. 1~. 1W1 
lon,;otcml dC'(cn nf Ll\ htbiiUJu ofSSJ ol mill ..on ---ere IMI\Mkd tn c)4hc:t INabthu(') '"" dcrcn'td crcdlrt 

Rr,\ ' f " llf IU ('()f~NifiUN 

AOV(RTI.SINC COST 

lO 



INC0\11' TAXt:s 

WtiCIIT£0 AVtRAC£ NU~IBER OF CO~IMO.'I SHARES AND [Ait\11\CS PJJI CO\IMO/< SIIARI 

The "<t&Mcd • '""' numba or common Met tdCd 10 C'&lcvbu otnll\1' Pf' t ornmon th.atc tnet'w6N ~ <. omr&n) ' t urnmon \kKL. ~ u lut 

S 01 pet >hate (C- S<o<k) ....S c:om.- $cod( "'"in ln•u c:om.- St«L "'"tvlknu lndodc c_, Swo;L .,....._ ,..,_,, 10 ,_L 

opck>ftt 1114 c:om.- SIOd. - Dutbll 1"'- ...,.Ialit Ill ol dwl ~W•Ioutly ~~ l '• Cumol«hc l·on•niiN< I """"••"* 
Prcfcmd Srock. pu ••luo¢ S 01 per olwt (l'fcfcncd Scoct), •aa -•nttd 11110 Common Scoct ror 1990 Md I 'I'll . 11>< • <lJhlnl ""•>< """""' or 
common thattt lndvckd lht a.u:umcd con~ o( any Prdnnd S1oc~ lhf'n oua~ttnd•n1 dwln& tn) rntnt l.n 1hc' J'l('""' In t ijtU, tht . ,wl'l'laf 

c~'cnWn orttw Vtcfcacd Sloe\ into~ Scock ~u cu ludN f•om the "'ciahttJ 1\aa-tc nurnbc't u( hlll'tli~ d1"''" '"' ·~~~ \hM.l "''' anh• 

d•futl'c tot t.JI )Call f«KfUtd.. ouuandiAJ ~oct opttOnt Md C • .'NnmOn ~od ""..,""" "ere tttkckd .n the- .- c•&hlc!J •• tro~•c JMHnbc:1 or "'"""nM.""R 
J.haru 1Uin11hc lfQJ'uty MOe' .. mt\hod The pnnwy •-c-tJNtd a'C'fiiC nwnbcr of common ihMa •at c..a.Scui.Mcd '"~n1: 1hf a' crt:tc (WI) tk.unr 

pri«oflhc c- S<oct lot !he period.. The Mly dfllrlcd ••IJN<d •• ..., • ....,h<fo(- .......... u kwiOlN " " " ' .... h., ... , "' ' "",,.,. 

fiflhl pctkod rt .. lnl priff oftht r- ft«~ lllllf .. ,.,. ~ .. ,, • Ill•••• f"k f "' '"' r·-''"'' 
) « 19'96 and 199). C:lf1'Uont • rtf (:omtftOft thltt an c• kvlak\t I \ N1 '"""*"'"" Nh"C' ,..,dt"N dH•Jt•.,_h ""~o.J ~ the •t•rt tC'd ••cr.-rc "..,.,,h.,.--,' r 
h~ lrof\.aln •• , d(f\nnt ~f r01 1\'9-4. ( .,..,. Pf'f ,......, \ohM( .,C' U"'~1.-(~ P th( ..... ~ Uft Uanm,un ~.,I. .J,u.,,k.J i'!\ lhc IC'"'f"C"h'C' 

"<•Jtuc.d ••mac~ofcommoo~uckf•Md~C" 

f'AIR VALUE OF fiNANClAL INSTRUM£/ffS 

The C'ltt') 1111 tm01MU o( CW1'C:flot aucu and I.WI.ctn ~,Ntt.at.t U.Clt fu MIILC't 'atwc ~ o.( ll'w t.hN'I lf'"' ,.,..~o~nh t•f '""'"' I fUI\c:'-ll 

•n~NrMnh l l'lf (,,, nwht ''tut of klftt:-«:rm ddlc b duurua t f.nhn 111 ~\Xc \ 

CONCI:.O."TRATION o.- CMEDIT RISK 

fin.lll(••1 i.nJ.tNtMn~ INa pocmti•HrwbJ«< U.r Comr-) to C:Otln'nti•Uo~n of crN•t m L comhl p.nnc-•f\1 11) of If~._''"""'' rcui,lblt l ht ~~~ 
"fjmlttd due ID lhc n1olmbcr or mM\.t1 tc'Jmct'll tr.. the,.., •• ftumbtt of C'I'WIIIt'l comrtidflJlhc Ctwnp.w\)'1 ( UW(Im('r N'C M~lth< dt~f"C'It! IIU tlf thuw 

tnllli«--rou INn) diN'tJV~I lndUJtrics •"" ~~~~~k rqlon1 A• n( l>c«mbtt Jt. I~ the COft'IPiU') 1\al.l no "fnlf'l"a.t!l ~'"'''tnU•Ito~on• ~·r U('(Jil 

"'" 
M[CUS.<IIICAl iONS 

ACCOITi'"TII'IC PRO:.OUNCtMti<TS !'lOT YO 0 J t CTIV[ 

1,. t\#ftC IY'•. the' I ,.....,.;.t An~if'l ~d• lkw.J nwcd \ I A'~ .. , ·Au.t....,.,.,...J for J tarttlcu an.J 'ct,klttC .. c I._. ••I A\._1, ..,.,a 
t ''"'J W1\hM<IUt ol . .... ltUrtL. Sf A) 11.) I.Hcqu•ted fot , ....... WCC'WWM• '"' r.~ )Utt hq., .. ,.na U~r•comtbtt I) IY'Itt U IIIIC'f NopiMM •• 

fttiC .,cm~oucd lbt S«w"l .. lJftOft Pfov-a •» WWI~ to f oepf) • 1\h 1M ,W.UI!Oftt of stAS l lJ. -.h;(-111 \be (Of'l'l9'") ••II ~ .. IW7. Md 

II:COtJ ..,, t). IM C- y 6oniiOC C>pocllllt~<IIIIII<Mt ltl\pocl "' Ml IYWh1 of..,.,.._ .. r-..s ,....,~ ... ,,.,... .... , ...... r .... ., .......... 

II., \ "'1111'"") h• • wppkmrmtc!ol JIU'I*Ih lt.wn itt bt~ t..niMU "1111 ._., tu l .._,.,.,, h, a..~\lttjlloUfi\ I ... h IM~UI\IIt~Ml uur 1I•C' lhl lt\r« )UU "'·" 

k.CWA&IJ ((H 1.\ I putch&K. 

In June 1996, &N ContPIIIY ~xd 1M ~1-dl~ butincn uxu o(~ru) hetd~ .AIIcm•l,-c Communi,auon• hw. fi'A( I I Jhc tnulh n( 

opcl'll/ofu for I' A Cr. ,..,. lnchldtd In Ill< c-pa.,-. tonooi!Giud 

I I 



''"<m<n' of_.._., f.-1- I, 1996 ood 1M ocqvliliiOft " "' noc ,..,uclmd "'"''-' fo< r..,_,.Jr<pononapurJ'OI<I 

In 1-7 I"''&, dto l~ ~1M ""a-dill-• .,.,_, Mwlo uf I cltdlol A...,ln.lftC< II tkd..l AIMIIu) •hlch 4od bull lin• " II ' 
~•ln.JI ("cwpot'lhon. and M t ttllillild compett)', AlS Net ... ~ l"<Wnl'ftWftiCIIIOnt, I"' (AT~) lN C""utflp.AJ ~qvl.ttd bt.ch ''""ftMhf'' f,,. 
•AVU•l~N~tit ' Qol mtll"'-"' W. c•"'- • .U. "' .JJ,(._., .._, 1""""' pt)Mrnl uf U<f mlll.un califillJ~ un ahW• ift j uit.JA ff' .. tbut '"''''""•••·, llhl1 
t.w.\Wmef r(t(ftfaon nul~ OHf In IJ..month pa.ol.l UlmftW'fl(-.ac Ill lhc "~ d.-* The ~ of JOC)J.,.III rcttMok\1 '" Hw pwh.b.nt 

""',_,""" ""' ~91 1 n~l- Tllr ...,...., of...,.._ f« Tclcdlll A_,.. on<! ATS •cl<uxkodcd lol lllr con>Oio.l.o&N ""'"""" olOf'<'lol ... o ,,.,.,.,....,I, 1996 '11M .......... of AT'S •u 1101-ufl'lllaoo4 f« n.-lAI "JJIf\llt ,..._, 

In~ 199), 1M~ ..... od C.C,..... Tc~ c;.o.,, IK tC:IOJ, a On>cnotllc, Soudo Cwol~ l"'""lcr of lona· 
d1tUM:c \Cf"'o IC'C:J lO commcm.JJ CMJtOMCn ........ ~ dM U•uffd S..I&C'1 Vhdcr &he k:nnl ol &he ~. dw ('otnf*'> acqvtttd all ol Uw 
out\Unr.Sw:~a \twin ot CTO M4 tl'l.ltu .-krl) _, ca'\1\n owc...undlftt • ~ l8 nc-tu~Qrc few SA-c& ) m.lt.oo ._. <uh .,_j .. f> m.ll.on ~f' uf tbc' 
C:omJN~~fl COftU'DOft Sloe\. ~alucd Ill UO..lS pet JMrc. lhr INW\ct rncc Oft Uw: .S...C ot Chc IC'QUl:'Ubon Ia WOJwnctton •doh \he &ran..,UOn... t.ht 
compon) ..--lmaldt S24 miUioll 1o ciRt. of •Wdl U 19 ... u- ·~ .. r.-..s The- of a....S••Il ... .,JN .. 111r ...,,~u,. 
.._.,... "" SIS6 6 11>oUion Tllr-.olodaud-ofop<,._, InC hod< lllr .....Uo ofCTG f- Sq< ..... b<t I. 199) 

Uw f•.t"*"'"l ........S••«< f"O ranu ~ prttMit lht ft\fftWt. fWt WUIM Mil fltfttftJ-• ,.e wwnuft .tt.wr lt\lfft lhr ,,.,.., ,lM~If'l •·I tl-4 
...,.. ....... , or 111r t....,...,. ooc1 h• olcftllklnl acqviJaloM-, 111r ,.....,. -ere.""" lrltdlaiA_,.. I he,...,..,...,..,, • .,..,_" ro••ok.l 
., ,, t"Mh ... ,,,.~~htlft tud f'CTI.itn'd .. tM btiW'IIHI'IJ or bo&h ,..., n.-.e )UI •• , the: J"'f(hate and.·~~··"'' """"''ft' ..... ,, .. ,., .. I•WY 
llll••niAI•••n " nul J'fiHhlfol hw I'N6. "'b-Ah -.q~ul'tkHU •fff h-..ll!kklol u• tfw UJfU<U•hJ,•d lf"Nhl ol Oj'ltU1M.IfU htM" l..n~tM) I 1'f'lt• I I. pu 
luon.l tnlotn'WIOft h pt'O~tdN fot WlfOfmahOMI SM<Wpotel Oftl) fl•• e,.Jed on h1\IOOCI.I u•fOOMttOn a.nJ 4.loQ not nttnwtll) u•f1<'t lht Mt~l U'"\Utn 

ltuJ •oulJ h.t'~ o«'Utf'CC1. DOt U li ~•I) •tldk:lth« of the fvrvt« rcwlu ofopttlltOnS of UK c~fte'd mlcrp~lw 

tin Mtiii<M• hccp< r ........ I'<' 
(CNfttllOn Mlatt Amollftft) 

r"'\'lKC'C'nUb 
Nc11ncomc 
f .MnlnJ• ptt Co,nrnon Srutt: 

u"""'"ed P•o l «malnf..-.... 
(m the Ym l ndc!! I'Jnnnbct A I 

1!1'/J 

Sl"' , , 0 

so 61 

IY'II 

U:!OO 
0$ 

SOOI 

l 'hmn• U1< fouHhqu.u1u ol IW.., Ihf Compo.n' r«oJnlltd • lo·u •>I s.b:Z) mllhon \14'1 ih ln\C'~n\n\1 m \IN hllwtf"i1'.l!C'd f\ I~~ lhh tun ttu.,d<\1 
'" ochc'f (lncum<") c'pcn.te, M1 ln the t«<mpM) lnJ cOMOhd.,lcd '"*"tnCtU of opC'f'Jhi)!\J.- '"eluded SJ 1 f) m1lhou fiJI the lull ltnf'lmncnl uf the \ I ~ 
.n\tttmc!\1) and Slf 9 mlllt0t1 for ICCNCd loJJ comtnamckt rri11C'd to fvt\HC c; fl<l nbl11~.oru. 

• · ACCOUI<TS RECEIVABLE SOCURITil.A TIO.'I 

In AYJUM 1996.1hc Compa~~) to\G"Cd lNo an .,«mmt 10 Will ~ft'ILI,C Ow.flCn.h•r WC'f'Ql tn. I lkfiMII roul uf 11\ lf.Jc- -.'\."'tl<Ut'lt f'f'<e·,ut>k 
t\.tcuncu~hon ~) LCI Sf:'C I, Inc. (SJI'Cl. 1 •holt)' o-Md. ~- rcmcMc tvbt_,awy of dw t.•omf*!). "., fonnN "'C'\C'C'Vlt the Wt of 
t«.tt\'lbka.. Undo thit Scavh.ll.IA;on Proslwn.lbc Comp.n)' (;1ft liM:tfu .n Ynd•"'Mtol want Nt • dnt.,_...td pool of el.liiU.oun&• m._t,,-"'k ..n.,.. 
on~J: bQ11 to IIWftLiift \he pti\JctpllJOft linuf('t.l up to a 1'1\&lUftlilm or SIJO rrufl.on AI Dttcmbcr Jl. l996.lhc poc,tl e(t~ .ccOWI.tt rf\.C'I'~ 
dW -.m: •'a.bbk f« w.k \OWed ~"".ccly SilO mtlleon Tbt atnOUftC of r«c.nllbk'\ told. bid noc )C1 coUcci.C'd .c l~c-mbn )I. 1996. C.MI.ak\! 
Sill moll- aod 111r ,._..,. •rrc oned 10 mloc• lk """"""'"'' ~of tJ>< c..._)', .... , . .....,- Toul J'N«<<O• foom 11w ,.,. ol 
acOUI'.IU ruot-~ubk dW~~C &ht )at •u U JS Wlhon 1M~ rcqtubk hl.tancn ..old Itt..,. Mca..kd m Uw 



l 

C.tcrpl from 1996 Ann .. llt'l'<"' ' " '""""""""' 

KC'Omrw"!)'U\8 <OfltOikbJcd bll&n« Ibm ar Oc«:mba ll. 1996 I he'~ of the ScQ.IItitaiM'In PrOJfatn '' btllC'.d on • d.''W.nl fl.lt rqu.alto Cht 
thcNHcrm C"\Jmmcrtlll r-PN nt< phn cc·rUift («~ attd C'AIJCI"'tU f he" ("otnp&n) Mamt 'ubll.lntllll) all !he ..me fn.L. o( Ctt\Jit t(n, I\ ,r 'be 
r«c•'•bln ha\1 noc b«tt JOid. and tw. ntablnJwd f~C:t (or ~h n hnaud t:rNtt lottcs 

Unckr lhc Smniai.latlon """"""..,...,...,. lhc Compoay- .. "'"'' fOf lhc put<h..., or Ill< ...... ~ ... b) p<tfl>ntloRI r«O<oll.ccrmc and 
<OIIcctloft fllranlafii iiiW f*llctpede~~~lntmst oold 1'1lc..,..,...,. tonlaln1 t r1111n to• CNIIU ICIIIdlnl lhr q.~~ lory or llw """""'' tr«lllllli< 
ponfullo. u wt ll at iWadal.- w11kla .,lllbtUftllolt7 ldcratkaliD tlaow - w Md lo t'ac Compony'a f lld•a l'ocllilr IS.. Now~ II •••I" In 
«ruin limited d....,_ $I'C k JUbjicd ID «1111n ....,._..., p<o/llbltloftJ con<cmlna lhc I'll"'"'' of dl• kkndo on.J the m.J.••s of loon.• and 
ad~llntC1 1H I \ I 

S. OEIH 

CIIEDIT fACILfn' 

The Compcny Uti bot' tOW up lO S700 million rrom. tyftdkalc of bMkl W\dc't the ( red Il l KUII)' lbc amounl lha.t can be boffo~-cd v!Wkt dl.c Crc4J I 
facti It) iJ s:ubJ(CI to f"C'dutdon biJtd on &he OUUtaodU\i balcncc. bcJIMin& on June JO. 1991 \lfthl miiU,.I) on Mat<h 31. 1001. Thn Cm:llt rac.ht) 
bc#irnl.C.rdl at 1 DJt con1udna of two componcnsr The bue n.tc cocnporK"nt n Ocpc:odmt vpoo • nutL.cl l.tw,ht.l_tor. lhc JC(()I)d C'OC'nponcn' Urt tc1 

from 0 621'1. to t.J,. bu.cd on dw. lcvd or~lnp (ICYt"'e ratio) The " c•&)\ttd 1 \'C"nJC iAtCTC:t.a n trJon tbc-ouiJ&:and•nc borro-.lnp under the 

Credit f-'ecUh) u o(Occcmbct )I. 1996 mel 199$ •c:rc 609% and 6 " ' ' rap«"'t' ·rl) The CtC'du h C'Ihty contlin, vatlOU1 f'inii'KbJ co..-c:n.Anll. "IC 
"""' rnctkii>C bclntlhc lcvmp t11lo rc:qui,.IMIII. A> of O«nnbct .II, 1'196 and l~l. lhr ("ompony ~" In «>mphonc< • 1111 oil CttJII • ••lot) 
'"''"""" •nd load ll U 0 o!lllloft ltld 1200.1 fllllllocl.ltiJIC"II.-cly, """""4•na und<tlllt Cttdll l ocohl) I h< tat I) Ina ..._.. olohc l~<JII l ocll11y 
•rcvoximtfN tb (&it value u the undalyllta lnvrvmC'fttl ate verf~c rttc nocu dlaa lq)ftcc (requaul")' 

I he COti1('N'I~' ho.) '" i(ltt_r~ ... ,..,( "P -..nc-mc-nt with • t )'ncHc.atc or bianl.\ lh41 hrnllt lhc Cotnrtn)'t Mw lnkiC'\.1 ,itJC C\po\uR' w 1 ~· · I he 
•gr«mcnt '' (w • H\Oo)C-at pctlud C'ftdinl fctwuaty 1991 on a SUO m1H1on 110C1onal rru....-lf)'l NlUK.c uf the t.'t~\111 la•l•t) In an C'\ft\1 of non· 
ptT(onnancc b)' the commc-tclal banb. the Company • wld hive o.poturc 10 the C-'\ICnl of &f"') lnoc:uc '" th.c mv f11C t'Oinponctll tbo\C 7 s•. t he 
Cooopon) bcllc><tlllc pn>bobili!)' of IIICII 011 CTC11t h ,._, , 

Jn NO\'tmbn 1996. the (Otnpetl) mtm d Into an fnl.crat rate ••--..p IJRC~mflt rm. Ul\'t•)Uf rcrlod lhc •arccmml, "ll.h I\\ I! C'MfHfifrt"lll "•nl..t. " 
M. ~ 11)1') rntU:.OO notionll rw'ndptl bll.lncc o(lhe Ctfdll FKUIIy Undt'f lhr IJ_fCC"mtnl lbt f'nmj'Qn) m.al«. lhtd•flllt r'i')flltl'll w tM lwU.\111 ..... 
,,., .. ,. ,, '"' .. nf \\t tl. In ,.,thii\IP ''" ,,,., IP~ffl!ol t'f • ,._),~ (rto•H ' '"' '""'' l•llllll'ol '"" • '•u•l•f• '"'"'''''**" A• "' t~. ,,.,, .. , tl t•i'Ht tiOf' leu 
"'oil~#>' f llllt .. il~lfCUk'tU H•t ft4J4 11\ll.h'll-61 I ll aU C\f'nl Uf IIOtt•jWifi"'UWII .... C h) • ~IWIIUifHiill l >11o11'- lhl I tHIIjWII

1
> ~~~~U f'-1. lo~>lllhJ lo t ..... ~. ltol.f lhl 

S':.t)menu J.tlt«OtdliKc ~uh thc C1e:cht F..cihl). TM Company bchnc-s th.IM lhc pc-otubtltt) ur ....-h 111n c\CC\1 u rcnk)I.C 

I.II'IF..'t Of CIIEDIT 

Ounnc l')t~, the c~~ OOcalM'd ' "0 W'f*'JMC' diJI;'rttlont')' hM\ uful'\ftl (I Inn or f IC'dtU ''". ''"-'or )\0 l'l\ilhtlf1 • hC' l tnc--\ tl(( rnlot kill 
llllt'U.\1 ~~ • t•lf' ''"f'(TWJt'fll 1Jj>4tn a fl\11\ fl lnt.lk.,tiof l ttf lntftnl t•lf' ., rr( l lt' \•'tr!l"ft \1 l'l'Ho 1~1 IP'4' \ AU tHIIhu11 '"''"'""' " " ' l••liltnt- IH-.k'l tt., 
1 l.r14"• ur ( rc-.hl "'•' j 'oiJ,. II~ oubt~JrtJ ~t.nu· 111 d~ IIC~>tlmp.ul,>me cun~ultd.-tcJ t\at.nu ''~h u rcnc,lcJ u• l!tft ll ttn" ~ctl-4 'IlK' 111 tht 
l\o1thablh1)· u-ndct the Crcdtt f•dUty. 

The Com~y't c.ph.t.J lcuc:s primanly lnC"tudc: lb opcradna JUb~div1n* ~u.lVIm bultdllfllc:uc'. "'hkh ~pun'" 100' fhc noncvnnu pll(lkN'! 
or upu.ll ka..\.C obllptloru wu $12.9 ond SIA.l million IJ of D«c:"'ba Jl, HIO){, •nd 199). l t'fp«lhc.l) lltt (_'(Nn~n' h.n O(<lllhnr; k;a\C\ fot 
offK-c )!\XC and cq.uirmroc ""hb ka.tc tcrmt from thrC't t.o ten )can whh ot~tton• fCH rcM'-..•IL the Com,.afty h•~ cnlttC\3 u11o t<'\C'UI rtJhu.,-,(~""1 
tKOW) lc-:uc "~'"mtna' tMI • Uo•W ror iftutllttKNl of '' ' nbn-os: ac: M1¥ow\ f.c:•ltt•.r' fhc ccmtt oflhtx 



P.acc.pcftomi996A.,....IRcron••~• 

~ fMIC (rom DI\C' LD}Q )"CCf''..Md MOM Contlfft RM•ai OfJ'KMi lllc:w: ~tt alWJ ptO\kk (nt t~d&AI pa)mtnlt t.obr fUiiJc (Of UV o( 
o<11cr lllld ond build"lJS O«<ll'4<d Ill-leo wlllllllc ROW ..,.cmmu. Nliii<NnCc lind ITpOII• 

o...v., 1996. 111c C-y <ftlmd iNo"' _...,, 1a>c • .,.._.,. r .. lllc mll&lof a""' <o<pot>~< h<ollq•>mn 1><on1 ''"'""""1ft ...t>wb.vl 
Vet ..... Tbu ..,-c<RJICOI ..... e lh«e>-)CM' baM kfM .... ;&h...,..,..,...,.... W. ~ f• OM )e-M cad- T._. ...,Rme"nt -llti'Ckt • M4<o.tfftwn "'-'val 
1~ "'hd b wl:udtd en chc ~ k.aM peymcata. bc&o... 1llc propa't) • 1ll be o-ncd b) ., unnl&k" cnht) lt..M • all kaJ,c the tactl•l) \0 
""'C-y F-, .. ""'P"'l«t wUI be pco.ld<d br. •rod"* of booU Abo d ..... 1916. L'>< c..._) ......... d . Sl9 moll- copu.l 
lcax ..,- r., an~ ~ fKIIoty f• iu .,....,.,, -......_ The Ia>< 1m11 bet••• lol) 1997 an<!. lllm:fotc. b"'" lftchol<d 

"'"" QPilallcax _.k 

Toulol'<ftJC' ( O< opcnl••tla>c> (Oldie)...,.. .-.1 Ocambcf )I, 1996. 199j _, 199-4 • aT S IOO ... n-. SO I ,...u_ ..W Sol 2 moll-. 
raputtvcl) 1 he- COrepUy at. rtq\l.rcd. • • m~ 10 m.a).c &he follow~At ,_)'mCftiJ oa e~p~W II:\! Of'C'"II..mJ law-. 

(In MolllOftJ) 

1997 
1991 
1999 
2000 
2001 
lhcrn~Ut 

Tota:J Mtn•mwn ~ut f'JtlTIC'nll 

l.c:u • 1\mo\tntJ kq'!ftstnlftJ l ttCCtfJI 

C'"!'nol Lux Utoha"""'' 
I.CU • A111011n1>1Ml Wn~IM On< V<&t 

t-:oocutrrna t•onauo or Calhtal 
Lc;uc ObUcacjons 

7. CO~I~IIHiti<TS ASll CONTII<Ct:SCII:S 

CA PI'T A 1 .• tXPEXOITURES 

UJ 
) I 
26 
29 
19 
ill 

26 I 

W! 

I ~ I 
J.J 

su 9 
I) 0 
~j.j 

9J 
H 

w 

l)urjn1 t99l. thc Com~.,)' f.lpttU 1hat lu nonblndlna ocwnmllmcnt (Of capual C\~llu.t~t tc'\dW.n;. xqu1uhon•1 u1IIIMfuW' r,cwn lhC" lf'th 
c'pcrlolkd ln 1!196 Md h ck~.ndcne on the' CompM)"• &C'OSJaPhlc lAd rt'"'tn~K J h)"<Atb rhc Comfloll')·, upiUI ttquttement) IUc rt•m.vll) (Ut 
t\\1\Chlftl and uwu.mbt*l r.lahhU anJ l«hno~ piii(Qnn) 111\ln. from Lhc: Comp;tn) •• lo&nak,C op.anuun pt.an• Itt lldJ•tkJn to It\ llf'f~h!'ll 
UfhUI rcquirtmcnu. d'tc CompM)' entered iMo M aatUrnt'M. ln ftbr.tal) 1997. lO r -ucnJ 1n flbtr~ nct\•C:Wl. Um (orn.n•uunml "'U c'1cnJ d'IC" 
Comp.n)•• rtbfr .. opuc IW'"orl b)' ovu ). 100 rou&c: mila.. and t• C"\P«IN co ttqu11c ~·tal c:t.rom-Jiura uf ~.rpro,mulcl) ~1!0 null kilO. tnci~J"I 
rq\Upmc1d. 

VUiDOR AGREto\IU.TS 

11Jc CcwDp.n)' l\.n apceftlCDU ••"-~ kl«umntur~~at.oru tMa'OC.._,C: amen ~ Uutd-JW1) '~ IA.al KqVJrc- the Com~ &It m.a '"• '" 
m&n"-m cnonchf)' lftli.'or IMiiW bill.., tiiJ,ttd on UiqC 1lw Company h.u a Jlftlk (i-.~c:w C"CWUXX • M • S*1.K:UI.tt lhir'd-.f'ill1> UITlC1 "h.:h 
bq.M tO A~ 199J Tkt COOII1CI ... ~ IMIAIUSIIC ~lad Ill mc:rc:a.sec Ctie~itlMI'( """MIMMI) uarc rrqwcrr..mt. "tl..th •f 
... -. oubjccu""' c-"' ... -..u1..._-... Tlwoup Doccmbcr Jl. 1996. ""'Cooopm) ...., .. .,.,r-'> .. cmkd t-och ,,.. r,,,.. 
)at t'lUft+mwn MDUII V1'1.1C rc:qtiiJICmcN o( So41 I"'UliOD Md lk cu..t.c.~-c m~ u~ ol SIIJ rrulhon n&.lbl•\hcd f()f the' JC(Of'lld )Ciil l ht 
Cotnf'M>•• nua.~ ~I)' twU.IOf <OfM\rtmc:l!ltJ uodtr aft ocMt '~ ·~ .n: ~linatf) s..- m•lt._ Wova"' 1991 fbt <,..,I*', 
ha• biJ.tOr.,.;-•11> ,.. •11 -~·-- b.UI.L'J mtV!ftftWftlJ an.J bcf.,n t.h.al: U.C m1n.,.... YMJ-C comnuttnentJ ~.n be' met"' t.hr f~c 

,. 



l•wp< from 1996 """""'!Upon 10 51umro..,.. 

The Comp.eny fMinl .. n.t • dcfl.ncd (OtUttt.lvtioft. ttiJ(fftllfft4 piM lot Ill cml'!kt)""' Uftdn IAu rtan.. ci•J•bk at~P"'>tn m.a) <OMntNW' • rcrU'NAif or 
""'" ....... ...,. ~ 10 ........ IWNOidOM. llqiMoriJ on 1~. ,. c ... l*') ck<l<d 10 '"""'h I pon- ollbc ~ ... • ·---· lloc 
c.paucoflbcC..._,-, -..,.-,.., S 7 rrulllonia 1996. S 6moll.,..ie 199SIO\d SJ ..,u_"' 199~ l loolcf lluoplln . ..,.rio?"' 
-ypordlloc ...... oiLCTac-Sood .,-., ~ 0..1111 1996. 199S Md 1~. 6J,200, 4S,4U IOd H.lll ""'"" •nt n-.1 -· 
11\U plan 11 ... n cnp price of Sl1,76. SU 6lMd S9Jl._.,,d> 

' · I."C£10"1\'[ STOCK rt..ANS 

STOCI( OPfi0/1$ 

,. c..,_1 hiS ...u.,.... ,__ .. hich •-• 10 pwd>o><-.... otc- Slod...., 1>< .,.......,.., dom.""'..., 1., <fnl'lol"" 
Uoda 1M pbM. dw C_,-IIWY piOIIocau•c - .-11SO.t•• ck(oncd by dw 1mana1 fk,.,... c-or ~·rocd ""'""'' 1!'.'00>1 
Soocl. •- J<ft<f>lly .,.,.. • n....,..., • .....,. JIOriod T• dl) .,_.... or -* 01'1 ... p-..s s.-.11> bee-. ._.,,,...,.. on ohc '"" 
1MrVC1'AI)'Ofdlc lf1'll and 1 .~-- dlcrullc:t (Of U -· lolhce>ml o(ach&ns< lroc- ofohcC-) , 11.1 opoono ..........,,., 
""""' b«omc 100'1> ...-...bit. Uoda dw p~ao~.,- uporc -r 10 10 )an Iller lbc ol.!l< of lbc.,... L•«<",. 11><...,. of l'ollo ohc or<"'" 
pn« '""'> be leu lhao die taU INit\t1 ,. aluc of the C.-non SwcL. •-' of ltw' dM.t o( JrMl Tht optiGII p-ICe under all piMn '' (J '-aS • lhc' d1-.lf1110ft of 
an adm•fUJtnthc t:oma\JUC'CoiiM Ooetd o( Ottmon M U'W 1..mc ol VJM IM"'J 1996.. 199.) .-.d 199~.1lw ortaon pnu fOt aJI optton~ r,.-N ••• 
U~ falf nur\.d \aJYC of dw a.hatu 0. lbc: d.cc of I,_ lllc "-C11hwd I"CrltC (au \lhK of OCMJOI"J lflllltd d!olt1ttl 1W6 and IW) h.ot lht UQt .. 

"'"'"""""' .... S669..., SHJ, f<lpt<lllt1),""" ""lbc llol'l' .... S9 41 and n 17, """"'"d) ~""nor r .......... ""I w..S.I')'"' 
wf'f"mdcred opliOnJ ml)' be R>olfiiii&Cd b) ct. flotfd of Ou'IC\On A• of Orecmlbn )I, 1996, lhttc w.nc JlJ,CiJO.IH c.opttOn\ •uhwriiC\J Wkk' the 
ComPI'!(I tiOd opolon pl.tft~ lnfotlllllion r<JIIdlrla 1hclc Nod or<..,"'"'' " .. folloas 

OWI.-.I•na•ol fl<«mbcr JI.I99J 

()rwM,, (lot Milt~ 

()ptl()tl) 1 \.C'fCitclol 

0p.1\)l'lt ~unmdcnd 

OuUI.ancf,na J1 of Otccmbtr ) I. 199.& 

OphfltU Ct~Mt(f'd 

t~Mlnt I ,n-n~~til 
Oplloru Sunmlkrcd 

o.u.-Lo1 ... ru. ........ J&. l99l 

~a..,,., 

o,.-a:. .... -
()pe-.S....IIdct<>l 

~.,or""""'*' Jl, ltK 

Opl...,olluor.bk lor Orw 1> of 
O.....bcr Jl. ,.,. 

N-or 
lilllw 

~ 

1 .11)~600 

(UlJlDI 
U.a.u!lJ 

U!.U.Z.t 
1.7.,,19. 
ll1U661 
lill..lli) 

:!.WJ.H 

lJJI,I)OO 
llH.OlJ) 
llli.1W 

l.!I!.lli 

~ 

a 

V07 
109 

w 

1/91 ... 
!..!1 



Et«rpt fro<n 1996 Ani>.W Rcpon w Sh.v-"<n 

11>< loll""'"~ table p<n<nl> infomwk>n (« lhc 1.977,94) op!lollt OIII>!MdonJ 11 ofD<wnl'cf l I, 1996 

Oec!om Ov!Handjn• Optjom ldtttUtblf 

H.anac of Numb<tof WdaJII.o:d w~ .. hl«< l'umb<tol Wc'la.hlaJ 

[u.tdtc Opdoru Avcn(< AVUIJ< O)>cJ<>m "''"mr.c 
..... cc Eu«iJ< Contn<WAI E..m:l>< 

fills UCSjCYoot 1'W 

SO I?• Slll I.&J7.~ SU6 600 1,113.476 Sl )) 

"" )tJo 
S91l 2.411.114 u.s• UJ ...... 604 $141 

$99.!. SIL2l 1.94Ul1 SII . IS 791 11).500 Sll IS 
Sl l 11 · flO OJ )61 .491 SI6.J9 IS6 161.}49 SIS l1 

Ullll · UliJ 1.1n.wo w.u 2..U iUl!!! lli.ll 

1:.\IPI.O \'t:t: STOCI\ PURCHASE PLAN 

I he' Com put)' h.aJ an Em.rfo)« Slod f"urcMt-C I'Stn tESP?). "hi<h cn.abln wb,t.ntlall) all cmp&o) cttlo pwtdt..t~tc \ltMn uf !( nmmon ~""" 1~1 
munthl) off ('filii datn at • purdtuc prkc tqu&l&o tbc kDu of IJ% of lhc r~., rnMl« ~•lw uf the Commnon !\u~l. on the d.tc ofu, p.u\'httt. ot 

IS'I n(lltt (lir nwltt value orllw! c-sro. u nubllihed .. IRW\IIj (rom'""" (0 lim< 1ft 199), lh< (or!lfllll) 'oiwl't•~nc .. lf'I'UJ\Cillll 
ntcM.on o( IIIC l.SI'f' until no blct lhln November 1991 Of Uf'l:td tlwn ltllthorbtd unckt 1M ESPP .,, nhal.n.kd A m.t\lm..m u r I JUO.UOO Jha.rtl 

.. rc·.,.,,.,., s"~~ wm authcril<d roc purdlaM tmd<t the £SPI•. Outl., 1996. lli'll end 1994. H7.l1J. 19l.l96. and lii.6JK "'"'" ~ ... ,,....d 
un,kr the l,\1'1' .. an ncnae ptkc of Uol 6-ol. Sit $9 and U,U. rc.JP«~h-d) A• or Ounnbcr J I, 1996. dw lmOWII oJCummon ~lod. "aillbk 101 
1»-uan<"C ._..,., %S,S~Il )~we:. 

STOCI(-UASI:D COMPI:NSATlON PLANS 

The ConlpaD) fol$o\\} sbc rcqukcmcttts or APB Op:Ln.IQo No lJ ro ICX(JtJnl (fllih a&od. optkNl ptan.•lftd tsl:tr and. KCUtdln,al). no (CHnpcnN1UWI 

co'\1 u u:cocntl'C'd in lbc cocuoHd.lled fllltmm.lJ or opctadons for lhC'JC' pt.m lhc COI'n}*ty ldopttd Sf A~ No Jl) • Acc"""nllnJ (Of 3toci. ·1t..ucd 
lumpcn~tiOft: "hkh rcqt~l.ru. «tU-ln ~htdowrcs aboYC Mod.-buc\1 tmplo)te compmw.hOI'I lff'lnltmCI\U )I~ llJ IT\.jt,utn po forma 
d•>ekt,u~ or t.hc Imp~ Oft Mt income~ c:am_lop per -.h.ltc: iflbc: ttlr •al...e rtl<thod d<flned in $fAS 12J h.-1 b«n u~ 

I he flllt \aluc of uch oplon .,_1 b t:t~h'f'Wcd on~ date Of ll'llftl tnlnJ lh< lli1Cl.•Stholn oplkln prktnl nw.~cl .-u.h thC' f,~Jo"•nf ~t•f.httd 
•'"'~II<" t»utnptKwu t.&loCd fot II'MU In 1996 t.nd 199). rnpeedvd) : rbk·frcc lnlttf'tl r~1u of$ ,.,._ a.nJ 6 1-1. (lx lhc .,od, opiiCJn' tl.an• aMJ S ,.,. 
and' M• (or the F.SP'P: t\0 cxP«U'Cf dJrldcnd yidcb; C);p«ctd ""'CJ or J .9 )ftn and 4 0 )Cin (Ot lhc \lOC'fr. opuons plant and t ' )C:M. oVId 12 ~uu 
(Of 1k ES-f•f. u pcctcd -.-ol.alllit)' of 39.6"' lnd •a.l'tlitiOt lhc atock opiiHlln plans and 4' )\, .nd .Cl. )t, fOf ahc I:Sitr• l'rv tonna nc1 uKomc .. ,, .r ahc 
(~I \.tluc m«hod had bc-m tpplkd. "'U $66-.9 miJiioa &lid 5-'7.j mJD)o.n (Ot ltw )CM) ("nd(od [)«nnhtT ]I_ 19% ~ 199S f't~IJH~I) I he fltV 
hotll\J UtnU'!J\ ,..a ~l-In on a fully dllulcd baN; foe Lh< lo&JnC ptt5odt •en- SO. 11 and \.0 $1 

In au:ou.l~c Yftlh SFAS 12). l:lw f•~r '*lvt tnc-dwd "._'not tl-lf'lkd 101 <t1'f10tu ,t" f'WinlnJ pit()( 10 JanY¥) I. 199.S I he ruult•nr pro runna aMf'KC 
m•y 1\01 be r-c:pn:KnlMI•C of rc:sulu co be apc<1cd In fulutc pa'tOCJ' .n<l u not rtl\h-11\c tlf aoOu:al tW4l.. (K'1foun*'" 

l7 



10. INCOME TA.XES 

lncomc w .,.~,. tbcncf•l f« lh< y<Wf tlllkd Occcmbn Jl. 1996. 199) w 1994, """"'eel cor 

(In Mollloru) 1m J.W .122! 

Currdu Tu Ujp('MC 
f'cderal n .o $- S06 
Slate 1.2 0.) o• 
Dcfcmd T"' E«pcnu !lkn<Oil 
lncrn>< In Delcmd Tu Liabili'Y 4.0 ) 7 Ill 
Occrc=!lnclU.I<) In Dcfmcd r .. A,... )1.1 H9 (229) 

Occ.ruJc l.n Val ltltlon Allowance llll Ul..1J U1.1J 

lo>com< T ~' E>pcruc (ll<ncfil) ~ ~ 1illlJ 

lh< deere•>< '" th< volull"'" olio~..,.. In 1996. 199J w 1994 tn~~lud from lh< C-Y'• ruhmlon of'" II<' opnalon& lou (NOL>) 
<OIT)f""'•rdo l>a...S on 11>< CompM)'> .,.,..Ill in t<CIIrriftl_..lna iMOm< Th< C«npony 1"0'1 1111< Income Inn onlloc.,..., of • net "01111 
biuu 01 an 1ntomc: OOit l.n a rna)oticy ofthc' .aaaa In "bkb it opcn.:~o The Company ruord' t l.alc ~fcnr-d t&\ auch and Uaboahdn aa., a'ttiJ.C 
blcnd<d ,..., of l'• 

H11 Mlllkwut 1m 1m ~ 

ll'l 1!1 CJ 

l\~C1l'~ l&\ ( 'J'C'"W tlkMfll). 
rtcktal SU151l01') lnc(lftlt Tu ._ IAOJ ISO Sl)$ J l 0 ~{\ :t CUOJ 
urea or 
~- fMJOmt Ta' E.ptmc: JO •• 10 )9 OJ 1! 
N.,..-4cdilchbk: Uprmn " " 10 •• h ,. 
ChMJC ""v ...... Alto-an« (I I ) "0) Cll 11 (ll.C) Uf Jt I~IV) 

Otbu &t (tlJ [2.IJ u 1.1 !!.11 ~ 

lrl(onw lA.\ l \.P(.lii;C tlk.nrflt) ldU lU W!.! 1.!..! ~ Ul!..!l 

'the Comp.ll'y't 1996 ddct"RCJ lll(ocnt ca., bal.a.ncC"J "~ l:ndu6ed ln tum:nl dd<trcd '"'' llUC'U nc'~ s..&J q m•lhun. N'd In U4hoc:r notto(Uitrol •·•bi.htact 
o( $H .a mllltot• The 199' doc(c~ ~ncomc t.n balanoo ''m lnttuda1 in cvnm1 ckJcmrJ '"' auc1'- net of S1J I m•ll.on *'ld a.kr a·uct} or U a 
mdliun Thf C001pany hu ~eel .r111llkant NOLtlllle 11111 b< ultd 10 off.:~ fucut< uul>lt Income I:.Ch )UI't NUl hu • mnimum IS·tar 
""'> fM•M<l pcnod Thr Compon)"ubllifr 10 flllly ... ks NOL conyf.,.,.vds I> dcpcnd<nl"" fuiUr< laubk ln<O<n< At orJ)n<mbcr ) I, 1996, lht 
l\•mr:..ny ha} PfOI .. Hfr)'(Of"'ardt of SIOJ minion rcw womc "-' rctum purpcna wbj('d 10 \ WHN\ C\puadon .U.n bcau'lnma tA 199S Md cndjftl 
10 2003 The rutun: f.a.'( bcncfil o(lbac NOt CAif)f~-atcb or \-4 I J mlrhon and ~ ?0 .. mill~ UUilJ. 4Q-. cfr('(t,.~ L1\ flf( In 1996 and 19'9S, hu 
bun r«cwd«t .,. 1 dcfmed tL'( auct. 

II . S\JPPI.F-~IENTALCONDEI'ISED CONSOLIDAT1NC flNANClAI. II'<FORliiATION 

The c OIIJ\f'M)' tt.u nkd • Jhtl( rc&bU'IIion IWCmo'll wieh tl'x Suumtd and l:A.tbanJc: Comm&u~ lO rca•~ct SJOO mdhon of debe llndlot tqvtl)' 
.C(tiiiUc"- lot luuancc on I lki• )W Of t:OI'I11nwu' "-"'- An)' debt li«vrida hJucd 0\1) be auannl«d b) C«Ui11 or lb.c t.•ornp.A)' t 1\hoUy 0\lncd 
wbsjdluid (0uatWOf SutnidJ.,-lcs). Such l ""''"teu wilt bt full. woc.ondnklft&.l Md j4)1'" and w'tra.l t"C'f\lln u( the' COI~)''t .tubt.kharla 
liiO\IId bO( pt"ovkk &n)' pwt.n&ca (N..Our'Jntot SubskUaritJ) prfmMU)' II I Ktuh o( CIMUKIU.t.t rfvi'tib.IIIOftt lh< j'l•nn\AI) N~.(i\Mf'MhX 
Sub>ldouy b SI'C. dii<USICd In Note 4. Scpor1k llaMKial ....,_,,.of lh< O....wo< S..bildt>tK>iiA'< no1 b«n prt1<•<<-' bee .. ,. lh< Compan,·s 
~ 1\u dclemllncol lhal d>ry ~ould ""' be -ctial Th< follc>~•lnl ~··' n ..... ~., '"'""""'""' l<ll '"""' ..... uncon>Oioelalcd 
butl. srarcmml of 

21 



10. 11\CO\It TAAI:S 

(I• Mill-.) J.t 1m ·-
Curtcnl T&..' EapcnK 
feclcnl Sl 0 s- SOb 
Stace ll 0$ o• 
D<fuml Tu F .. pmx (Dcncf•) 
I~ I• O<fm<d T" Lllbif"l' •o 11 1$ 1 

Dcansc i locrw<) 1ft O<fm<d Ta.' AJsct )II 2H (~2 ') 

Otcreuc 4n V•li.IICIOft Alto-lltiCC !Ul ill.1J Ulll 

locomc T.&> C.pmsc (ll<nt01) w Uti M1UJ 

lbt ckc:rc:uc lrt &bt \tlu:MIOD al~ iA 1996. 199S IMd 199-t ftwhC"d from the CamJW'Ift rul111111~ of lh Ml ("'"'C'flltfl& Lam tNfJI ,, 

c:arT)fOir"'atdl bucd oalbe ~llf'O'\"\h tn I"C'CW1\\.. optfllbAt WOIM I he (CIII'1'I.pllft) c-)l tL* w.onw u"" un tht t.•<~« of • ftft •ri 

bub 01' 1.1\ IMomc t-IJ.tt • • ~ oll.br a.t.ai.C1 Ul ""'d •• ~ Tlw COftl!pM) ttcot\b AaU &fctmllA"\ ..,"", llftJ ·~··lilt\ .. "" .,t'l'li,C 

blnldtd lilt ors•. 

(111 MIU .. a) mt 1.!!.1 !.:!!! 

c. c. c. 
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UNITED STATES 
SECURJTIES AND EXC HANGE COMMISSION 

WASHINGTON. D.C. 20549 
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Cot 0« lrJ!UUINt I?CtK!d {OtfD \(l 

Commi\\Jsm ftlc nymtiS! 0·21h0l 

LCI INTERNATIONAL. INC. 
(b.ct nlftloC of rt&-•Ju...,, ., J.P«trtaJ an tu chan«) 
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(IJ C£10/I:RAL 

LCI INTEHJ'IATIOi'IAL. INC. 
NOTI:S TO INTERIM CONDI'.NSED CONSOLIDATED 

11NMiCIAI. STA TtM ENTS 
J-)0. 1991 
(U..Wot<dJ 

The rouii.J or optBSions ror 1M lntcrlm pcriocb ~, ""' ~ IW'CCJJII'Hy fndkad\'C u( rcwla. 10 be C''f'C-'.Itd r.,., lhc:: nK..at ~C.tl II\ the Of'd'ltOR or 
fNIMJ'MictU. 1hc lnfonn.alkln con~amcd herrin rc:n«U all adJu.,a.mcntJ nec:c-uary to m.aic • fait \Ukmc.nl I)( the" rnwht. (,.., dw ltu« Ilk.! an "'"wuh1 
coded June 30, 1997 Md 1996 All such eclj \B11'1'W:nU. arc of a normal R'C'\Inlna nacwc 

(lJ BUSINI:SS ORCA!tl1.A TION AND I'URPOSE 

Tbc: OrunciaJ swcmmt:s ptucmcd hcR.m 1R (ot I.CI IIUtmllfonal, IrK, a Ocla11twt cotputahon.. and tU \UbudiWK"' ('olk'\ti~CI) It I Of dw 
Company) lnclod<d""' tile alftd<11scd coruolklated .....,...., or opmllont ( o< tile ll>t<c on<l '" montlu rndal lunc )0 1'1'11 ond 1'1'16. th< 
c:ondcntitd con)OIWiaiN bt.lancc JbccU as or Jutf!IC )0, 199l u4 Octtto.bcr 11. I 996. the C<WkniC'd COfnofJ~ a1atnncn1 of ~to•ncn' ""'"' f<w 
the aix mocuhs t ndcd June 10. 1997, and the cundc.ntcd conj,I)Hda~od I&.IUmcmJ of U\h fl.ot-1 fOt the th ntooUn cn..kd J11M JO, 1907 tnd 1996 

U'lls a f•dlnla·~ td«ommu.nieatkwn Comf*\)' ~~ pro,MJtt \Oke and d.au ttanwnh~.on k'nkn tu rt\P.kntt.al wtd bu\.H'Icn ""''omn" '' 
"'II '' utbct klccommun~ion• et.~tkn. tb.rouJl'tou-t t~ Untied Sban Md anttfTI.o'liatulloc.ciM• l'hc (l)lllr-"> \C'"" ''"' <\1:\ll}fft(n ctm"'t:h 
o"n<d an41cucd d~cJu.l flbc:t-optk fKihtio c&bc Nn.,ort.l 

(J) ACCO UI'o'TINC POUCIES 

Nblt 2 of 1hc' Nota lo Consolktatt\S f1nanc-.al ~..wntftl• ut LCf• 19% A.t\bUlJ kff'Oit l.o ~J\ar(-o"n<n wnmWlt'C" th<' f omranf' ••;n•(f(anl 

:k"CUUnl lnl poiK'K':i.. 

PRINC IPli:.S or CONSOLJOATION T'tiC' accomp;an)tnJ COtKkmai Cocuooltd.,cd I 1""'-'Ct.tl St•ttmcnu t\'n.akhtc'U tn<lu<k" the ..:-coum, of I Cl 
and U.s ~~hoUr-(l~ncd ~lwic;_ All material inl.tf'C'llm~Y lTift:Ul(UOn• and bll.w:c.•lu'C" ht-m thnuMtcd 

Wt-.JCill rLO A VUlAOE NUMOB.R ot' COMMON SIIA RES Fot all ptriodt. t'fC'1omtnl, the' "tlllllC'~I • 'cna't ntHnton "' h'mrnun \h.uc' ,n-.1\1'\k--• 
1M t 'Off)pan)•t Commor:a St!.rl. pw \ alwot S 01 pc.- .,_C' (Cum•nun Sfod.). .,W dloC' 1m~ I oC l 'ommun ~to-o l. f'\1Uuah•nl1 ''"''"I I tiC' uuun) t.~«L 
m<thod f Of I~ the \"CIIhkd •'tAft num~ o( eonunon •kiln lncl~ t1v ..awl c.ommon .J\a~" nWC"l t,,.. tlw' .. unU'tWdC'I vf J!fCHC"'nJ) 
W t\1-ilndlnl .s•. Cumr.alachc CCXII\ICI1lbk f~chancabk ftr<(crtcd Stod..~ pat , ..,..,( s 0 1 pet .shwc tf'rdtrm.t \t~"C. .. , :mJ lh< ''""'1<"\J -.ufh t'rnort or 

""' Km#lnin_; rrtfmcd Slocl ouuundina cftwiftc lhc pct'lod 
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F.ARNI1•ir.s l't.< COMMON SIIAJUI. For the tin< and t.b montiiJ cn4<d I•"' JO. 1997111d 1996. """'"I> per""""""'-·" nk•Ukd •• nco 
.ncomc bdOit prdnn:d dlv~ diow~ by tht ~·ct.Jhled J\"ff'II'C numba o( tommotw ahara. 1\ (jc-(ii\C\f *'C' rrul'\&f) clllmlftJ' J'IC'' C'()mft\011 

sh.vc "Cit N)t m.~trially chfTcrcnt from fully diluted amlnp ret th.aR. fOt lht-thiTC and f.t \ mcMUth rndnllllftC \() lfriOl "'"' I~ 

1• 1 A( 'l 111/NTS RtC£1VA8L~ SI:CUIUTIZATION 

linda ohc Cornpoll)'l a.,mncnt to >e.ll !rid< ocwont> rucivoblc (S«unolnllon "'"'""''· I.CI Sl'<.' t Inc ISI'l' l , • bani.Nr<C)·«mot< w'-1"") 
of•hc Compat~y, 5-ttb .:counu rcuwabk. Rcorivlb~ sold trc 1\04 l.nocluc,k(S In the IIQ."'CIImpwt)laJ cood..:n'\fti roruofNbtc'\1 balm« \Mc1:5 a\ nf JUM 
JO. 1997 &ad December Jl. 1996. SPC h~ ~tmalCI)' Sf210 mlllloa or I<'COUfttJ RUivablc ·~••I•MC' ror Mlc and h.J tOld.~ 1101 )C'I 

toll«tC\1, a total o( $7),1 miJI.Jon as o( lurx }0, 1997. The Compeny fCUIIU subJumbJiy 1M AmC rni of c:mS1IIOO ., i( !he ttCC'IUbln 1\~ nnt 
been >Old. ond hu cuabli>l>cd r<>Cn"n frx wdl wimal<d <T<drt lot.>CI 

Linder ohc Smrntontloa ~ the C-1 aru .. accnt l0< ohc l"'ttlwct ol ohc rc«,.>bln &, palomunt r«onll«r"'l ...J ••lk''""' 
'"""""" oo ohc partldposioa intcml oold. 111< ..,...._, abo calllllnt ccn.ln CO'fltlllll rt11fdln1 the '1'101111 ol the K\OUnll mcl\ool>lc """'"'"'· 
., ~dl u On-Lot <OYCMIIIJ wbldlon oubstllltlally ldalllal to d10" conttln<d lo the CompM)'• Mtlohlllllttlllt f o<llll) [\«Not< )I f u<tM 
In rcrtaln llmh<d tlmun- SI'C It lilbjecl tD C<rlllft oonUo<tuol prolllbhlon> <OOC<11Sint the raiment ofdhoJc"'h and the m ..... ,.r ,,_, at>J 
odvan«t to l.CI 

f!') I .ON(;: n :ut ur.111' 

On June lJ, 1997, c.hc Com~y 1UU«l S)SO million of 1.2$,. Smkw Nola ("Notnl. "'hkh mat we Of' lunc 1$, 2007 1 be net pr .. · C'N' hum ttl<' 

iUU>n« olthc Notes were wed to f<I'OYOUI.JIIn6i .. indcb«dn<>• &nd I"' ~OI'I.Ina <.tpjUI ood acnml '""""'" Pl'fl'U>C' 

ThcC:omranyalso hu a S100 mUHon Rcvolvlr~l Crcd1t ftdllry 1CtnJ1t ftC:ilif)) from at)ndt«tc ofhan.U I he amount th.tl c.a.o be bono"cd under 
the Crrdn r.cillt)" iJ subjca co m:tudioct butd on the OUU&.tnd.U\1 blaiNKC bcjiNUrtJ 00 June )0, 1993 Uft.IJt matunt) Of' )\UK JO. 200 1 I fin t •rn$/t 
I QCtllt)' be.ars tnltrc:M ... nate~, or two eotnponcnu The bi:K rate componcn1 ,, dcpmcknl upon . ma.r\.C11ndkltlor. lht ~ ClHnpl'f~C f1t 
\'Arid from 062SY. to 1.'" bucd on &he rcbtioMhlp ofthc k~~ocl ofbotro""lnp m opctiCina Ctih 1\cJw Clc·~cnac r.,lo) '" ot June JD. IW7, tiM' 
c()m~n)' had no outJ.ttndlna bl.latt,a under 1M Crcdll Fectl&l) The CtC\SU F.clht)' cont•'m 'atk>uJ financ&at CO\CMnlJ,. lbc mo\1 rntrlCII\C t'lc'ln~ 
the 1(''-u&Jc mio rcquii"C'mCnL AJ of Ju.nc 10. 1997,lhc Comranr "..,in tcwnphan(c "'th aU Cral11 f ac•hl) tow-C'I\.IIAb 

The Corntw')' h.u M lnkttta tile ~ qreancnl to tn.An.t~ kllcrn.a rld.c t'Ul. on lhc Crcd~l ft~c:•llt) 1 be •Jr~e~nc:m llmu" ltK tii&.\C ll'l~tl",.l utc 
"'J'IO'un- 1o 1,,,-. on SIJ.O miiUon nodonal pnnc•pol bat.Jna" o( Lhe t•rcJ•I ftdh1) In the <''C1'1' of '*'"'J'CffOfl'na"'-f ~ the ">"••h..-•tc han\.\.. lht 
Com.,un) .,.,fJUfd be obhptcd 10 Me: lhf ('onJne,IJ.tl ~)'rnm.ll undc.r tho Crtchl .-.lhl) . and ... ,....~ fu\C t\f"U'UR to ltK c'tn't •JI .,,\ '""'""~ tn 

the bJ.loC n.tc- wmpoOO(:ftl &bo'·c 7 '"'- Tbc CQfT\J*\)' bclk'u the f"~lit)' o(tU<'h an c-,cnl tt l"''mott 
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16) COM~IITliiEJ'ITS A/10 CO/fTil'iCENCIES 

VEI<OOR AGRU.MEilTS The C- ha .,_ "'"'""""' oc-...-ooru .,:cruc'-J< amen_. llunl s-11 •....ton IN< 
K-qU•tt lhc- (ontf*')' to cmJnwn ..U.inun manchi:J fiNJ!01annual blUiAJ' ~on UJIIP' l"bc ComPMr h.u • r,,C•)c• Cnnlfl(l •tth • f*1Aidat 

u-d pin) cama thli bt,.... Ia AIIPII 1993. Tbb cootnl(t hat'""'"'*"' wwal ~ rt:q\1~ and.,. W~Un.1.1n' '"'""'t...''c m~mwn vt.qr: 
m;uttc-mrnl.. •hieh I( noc IIIIC"lr. IUbjccl eM CompMy 10 M ~hOCIOft thwJC- Tlwouaf\ June JO. IW7. 1M COtnf*l) hoa' «-'-'-ft'Otd 1.t1c 

cu.muiMI9'C mllll~ IMU.Il aJiiCC of $10) miUioft CIIAbli*d f01 the JCCIIDIOd )"C*' The c~,·, mcnrmum fNlii"'4J\t) btllmJ u"AmltJMnl' \lftld(1 

all Oll><r • .- ...S ama .,...-.ore_.,......., U 01111- "'-aal II>< Cftd o( 1997 The Campoo) h.oo hl\tonnll; ""' oil '"'"'""'"' 

bolb., lt'CJulr,....,u ond bcllc•·n II>< mlaimum -· .....,,.....,u .. 111.-·-to be met 

( 1\ I'll AI Kl (JliiMI MI .N IS Durint 1997. the Com:pM)' npnh it• MOObii'MIInl ct-'fUml\mc'ttl (c. (-c"ll•l C''f"l'.W•wtu. •hk.h h •kJ'!(t\lknt on the 
l UltiJ'W') ... \ lf'Oirt$1hk tniJ re-venue lf~1h. to iftcruJC (rom LM lt'~cl c.-rcndcd m l'i'J6 I he ("~nf' ..... ,,., f(\IUitC'Ifk'nl' alf r'lfurw•l) fOf 

'"'·~tchme; and lrantman""' f•cilitia and kdlnoiOSY p~aa!umn ~tlllnl from the Company"• tU'altJK C'\p.M~n plan. 

In od.thk•o tOIIJ 0<11alna Cfi'II.OI "'IUII'ft!M'I .. , 1M Coft>ptl17 baJ Clllctrd Into .. rr<m<nu to,....., Ito Ohtr ..... K ""~"'l ll.no u••m>tm<fth ~Ill 

cota\d the N<l~"'llhnwa'- lhc Uttlkd 5IOics. 11114 •• "'l*lrd 1o rcqulrt lnCI<mC'Otal upllol cop<ftdu....., o/1/'f'roolmOklt Sl)) mill""' I hc 
hmlftJ of payment! •IJI drp(:nd Oft \be ddlvcry Mid~ o( Jlrw (l(ill1)n. Mhlch I ~ nJ'I'C'(1td tO O..&"WI 1.n the "C\IWkl lui(.,, 1Yii7 ai\J I he fitM 

tuM ul I 11'01 

U :GAL MAlTUIS Thoaw J Q,.._ll>d Rldwtl C. <lao • LCI Coonmurooao-. I !old'"'' Co rt al ~" fikd b) l•o '""""' rncmbcn of the 
Compony"t mtnqcmcnl 011 J-2J, 1991 Ia eor- Plcu Cour1. frolllhn t-r. Olllo Dunaa 1991 •JUI) rctumc.lo ondlct on(,,., o(lb< 

I'U.M.tT. Tht C<lftiC*)' ul!IO!IIdy fl'll<lkillllt IUIJ<fiO Ill< Suprtftlt C..., o(OIIICI. •bAth (ouacl diM. 111 INIIIn oll.l\0 !lint • •• onwlrrurnl 
nidtn« ~ .UJUI.n d'C \CTChC1 (or "'-t PWablfJ. On JYM lJ. 1991. dw Vrult'd ~n ~ Coun (~!tot c·~n• de'ad U.C 1·1.ai.Miffl. I~,..., (Of 

Wnt o( CcntOf"'ri ail lila &he COIIrt to ITVft the- ca:x. Tlw mKW ~ b«rt d_dtnrJJCd •.ch no f!M'lhcr ll'npll(t on &he CCJfPif'l") -, rat.tiiJ or topn-.100" 

Of fiAMClll conw.oon. 

rht ComjWI'I)' aJw has been n.amcd &I. ddcnd:lnt In vviovt Ol.bcr ,,,, ..... matlcn_ ~~ U\.l<ft<b 10 '''""~'> ~fend lh<'1oc CMU~IM"J 
t:hllmJ fh( Comp.n)' bchc..-('1 " bas. ~ IC(rV(d &ou contNtacnctn fiftd.. \hat ahhouJh the- YhNMic (11\;11(01ft( ur thew cL.tnn (af\1Kl4 "'" 

U«TUmnl 11 1ho tune. cutm~t pc:ndln' or thtt.lll.c6Cd litia.•.un tnaettfl ~•II nu. ty,-c a ,.«lo&l td'('n( unr-1 "" lhc (r.nlp.eu) ' rC"Wih o' 

or<ratktn-, Of f'inaMYJ potidcwt 
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(7) SIIAR£.0WNERS' EQUITY 

RIGHTS AORE!:.'lENT AND PREFERRED STOCK. In /MUM)' 1997.1hc C01npony adoplcd a n ah<> " '""'"" (Rt&ht• A&rmnu~l~ dnla..U '" 
<nsW< that iu f.lwNiitom reori\'C Cilr and <qUllt:trotlll<nt in th< t\tlll or lilY ptopowd lll.eovtt of tht t'nfftf'l") 011< f"dmt\llllatt putdwc 
ua)>1 (Ri&JII) 1u> been a<t.ochcd to udl 11w< of t1>o C"""'""y'' Common S.ock. and IUitil dhutbu<N. ""> b< lnon,rcm>l ""I> "'lh ""Common 
Stock. The: RIJ,hu wdl be c.tlttributcd Mad b«omc attd.Jabk only ln the cHnt that anr penon or rnht) tortthct "'h.h th arflllat« cw I»>Cut.n.. 
tcqufm mort &hma ca1Aln ptt'CitfttaJc of Common Seed: of the Company Ju of June JO. 1997. no 101..h f"d'rnTd ~01...L "'» l.u.uC'I.! ll,)t' t'Jutstanchns 

COMMON STOCJ( The C..,pony 1u> o:ocl< OjiiJon piAn> undct -.hktl O!JIIocu to putdu1< >hal<> or l""mnoon '<oc~..., be J""'td 10 dtiUII>I> 
and ley cmplo)'«' Dunne the si~ mot~t.hJ ended Junc- )0. 1997. lhe Company arwucd opcioru w rwctw.t 12 mtlh011 t.twu ofComman S&od 
The: option p<i« (O< all options ..... ltd "" the: ralr matlt<t value or the: slw'<l 0<\ tbc d•tc or 1""" The: Comf'llly IJ.w<d 0 7 mtll•on >lam or 
com"""' Stock durilla the"" moallu tndtd /uno JO. 1997 punw~~t 10 option• e>acll<>l un.Je• oil ""'~ ""'""' plom 

The Company also hu an Emplo)-ec Stock Purchuc Plan and a ddincd contnbuttOI'I p(&n ~- 1U. crnpk))cn. "htch 11lla~" f'#1K-tpu'lt.s 10 M\\nl an 
Common SUd. of the Company. The Compt:~y inucd a &oW of 0.2 million ahara or Common SkXL unJcor lhac rLa.n' for the: "'· mon41n rndcd 
JundO, 1997. 

(JJINCOMF. TAXES 

1M f'C'O"Won fot inc.amc lastS fnr the lhru lftd Ji\ montht mdat Juor lO. 19'CJ') IU'I4 1996. c-on.s•~U of 

Tim~- '"~~' 
f!!d!d """ /!! 1-MJ tyee JO 

(ln. mill 10M• w a w 1.!!!! 

C'WJC"nC ~.~.., (\pt'fl\C'' 

fcdcurl \II ) \II) \1 0 \119 
Suu ti !!l ~ ~ 

T OC.I c•fn'tl U \ UPdUC 2.! 2.1 L! L! 

Dtf~ncd un C:\pc'ftW' 

l ncrcbe j., dcftmd t&\ ti.;tibi.l'-c 10 ll '" j • 

(lll(fUK) d(~rUK '"dcfcrml 

'"'' aurt\ 
(0 ,, ou lfl l ,. 

O«rn..~ in ul~o~.ul\'ln ~aa«. IICf = !lll = ~ 

l n&•llkfrurd ,. , ' 'rt"'< l.!..l u ~ lb.! 

foul ~MIIC tu npcru.c WJ ~ ~ !.l.l.! 
I I 
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Eftmot 
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H.-"*due~ t•~.nu I l " I I I I 

OtctcaM IrA v.,~ tl~ *-' "., Uh 
~ I.W !UJ UUJ 1!.!1 

Etfmhc- '-uMc .. , rlk Wli u.m = Wl:l 

The ctr«<i>c 1&\ rile or ~lmlll4 ))~ ror 1M m monlhl ~ '~"' )0, 1~7 ond 1'196, mpoc~hd) , ""'....,., l/lc (<lftlj>MI)'• noo......S cllccll•< 
LP net (Of the pcnod Thn cffC'C1Jntu tiCC bnahaledqvanni) btitd 011 W Comp.ntt~coffu.~wc Lautllc tn«wnc 

The Cotntw')' ku l(ftetalcd Ml Gp"ffltina 1o»cs (NOU) lhM 1M) bt ui!C'd 10 oiJM'I (1.11\U'C U:-ubk lftiComc hch t'I.Ot h~' • I~)UI CWf}tflf~ard 

r<ood n..C_.,y'olbtloty 10 fully- iu llOI. corryf....-IJ d<pmclmt ...- t\lowc 1aU1>k- A• «! 1- )0 1997, l/lc t·_, hoJ 

1101 arY)f""'lrdJ for ~Mom< IP purpoon ol'$667 ""II'""~ 10 , • ..,, e>J"'''Ioo d.oln from lOOO 10 :010 11>< (amP'") 1!<1><\C> the 

Ul:thrahon or Itt HOI.,• i\ \il.tf) 

The Compett)'t dc(trnd Income l:P ~ Mlctadc: U1 l milhOft w. cwn:nl ck(and t.n ateh. Nt MJ W I m•ll .. "' 1n 11111.twt ""'""wrml 
l,aNIIIK'\ u of IYM 10. 1997 At o( D«cmbcr) I. lfl'lr6. ck(arcd Utcomc t.&\ """"'""'lnctu4aJ \-II 9 m1llt0n tn """""'' lokfcnN I•\ • "'"'"" net .nd 

U J " nuiiMW~ '"othe-r ncMIIC\Iffcnl h.tlihua 
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ITEJ\Il. MAI'IACEMENT•S DISCtJ5.SI01'1 AND ANAI.YSIS Of FINANCIAl- CONDITION AND Nf.SIJI.TS 01 OPERA l iONS 

tCI ln,unaltonal. lnL, I.Oidhcr whh lu au:bs:idivkt (LCJ ot the C:~y). It A (IICIUdno-baJcd lckt"Oinm~niatltOtU carne lMt ptU"kk• a br(Nd 

'~J'C of ~k and lnsanauonal k~unkaJ5om Kt"' ten.. indud.tnl loa.J..d•IUn«, d.&La and local )Cf\ kO llw Cocnr&ny lMJ-a• an m.\.ru • 
rct.a•l MJ ~hoks-1< ~Jin.eu.. ra.idcnt~ liiXI local .. and tdb Lhloua.h a \ll"'d) of ch:lnnch.. anel\lld•nJ&t'l lnlen\al utc1 fo«c &I'IIJ nt(1'1\IJ ~tu.nnch 
The Comp;any KI'Vd ill CUJ&omcn prfmatily lhrwa.h 0'<'-ned and tcaJC"d diJUal flbct·opllc b clh\IC\ , inc-lu&Jut,a '"'''C'ho tlaltJtaU) klutN 
tl>touaJI<>IIll~ Unll<d SUI<> Collcaivcly.lhac IKlllda •• , ... ,hul< u.. eom,.,.,... ""~"" (lh< Nn~Otll 

I NDUSTRY EtiVIRONMtHT 

Hutonally, the Comp:an)' hu opcnitd ll'ltht: SIC biUion Jona-ch~ ~.tlcwmmu:niauon~ •IMlu\U} Kc«nt kJubu"c and rf'Cubhw) Ktaut) I\ 
dui&Md to create one l.(k'cocnmW1ka&ionJ 1-ftdusuy to tnCOmp&IJ bcKh lonJ-dlaunt'C and &oal tdecommuntcauons Kl'" 1cn The Cora.pan) 1nfC'nd' 

1o pro••ck comttin<d ICJeal and kin~ JCrt'kcJ 10 compete in "'hal i~ ndmat~ to be • S I$() b41hon tof1'1bmcd rnar\n the Nrrcnt u'ICJu\U) 
awl,...m<nl ••bJ<cu lh< Compony to ..,..,. d<JJtt' oflqW..Ive Md tq\dau>r) ovm•Jll• on bollo llw ..,i<lnal and ti.IU Inti~ 1 h< foll<l~••J 
dt\cln-pt~KtUaln \he IC"JIIJitivc: and rqu·taLoty atwironmrml CM lmpi<'C the na1un and dftrtc or compc'hlton In 1hc tc:IC"t''Omll'tuntU\IiOC\\ tndti'W') 

I.ECISI..ATIVE MATTERS 

TcltcommunltahOftl "" or 1996. 1n fc:bNaty 199t§,. the Tcl«ommunk.aiKM'U Acl or IWO (&he 1\.:-U "II) (N4.,C'IJ TU U'IC't(a\( CQmpc111tOn an li'w: ~ •• 
diJ-tiU'I<'C and loaJ tclccommunkatm (ndu.wlQ.. Tbc kJ.i.t.l.al~ ope-n• eotnpdthon In lhc 1onJ wnKC"J m.~~lct and. •• Lhc wm<" hnw, Wf~YJn, 
ptovi.s•Of'llj lnJmded to prott'Ct COGJ\U'nCf1 Md buJ.Im:u (tOm unfair c.ompctldon b)' tncumbc'nll klal (lol;hA.ftJt ramen H I ru. UKI~.hnclfiC' ,,,..,~.~.~ 

lkll "~'<'"''"' componl<> (RIIOCII Tho AU 11~ RJIOCt to r< .. ldc IIOI&odlflllll<< Nl>kc ouhHic uf '""" lu<al """' ""'"•I<• bul lwn lhnn 
f1001 lnornrdlalcly ofl'crlna ln•«l lon ..... ..,~ ICfVIon .....,...., konJ ocnu lrii1J90<1 "'m (inlcri.A I A) ""'" cauln •"""It loa• a<c met An 
RBOC mw.t appl)' k) the- f('Cicn.l Commvnkadcwtt Comntluioo (fCC) to pto\"Kk ln"f'f1.kwl Wal.A TA loftJ-dlJ.WICC J<f''ICO. and muM w.tUf)' • K'1 
o( prt'H:ompctlltvt crilcn<J lllktlded to C'IULIIC th.ll RllOCJ QP(n thocl' c"'" l«al rn.ati.d\ 10 compc1111011 toc:(orc dw I ct' ... ,u ltf'r'U\t Jou.."il 
applu:auan l 'unhcr. "hlk 1M rcc hal nnaJ ••. u.honty on •hcthct an 1UKX: apphal""' ,, lt.,\lnl. dw ll't; ff\U.& \."Otnult \H~b the' Uq»t1rtW'JU v( 

huUcx ( l>OJ• to dc:'tumlnc if, &m012!1 othct thlft;p. t.bc cnU) of lhc: IUlOC v.oukl b< in the P'!bo!IC Ult('Jnt. and w.tlh &he rtlc~' wu Male: to dttctmln< the 
pr~on1pc1id,-c crhaia N't been md. 

On July 2. 1997. SOC Comm~'on:t IM. (S'BC) t.nd ill local nehAnrc tlrltict wbt,dOOn OIC";J • , •• .uiJ m rJK l!"•t<"d \u1n u ... trt"' ,.,,.,, fUi 
lhc NcKII.att L)IUIItl urTnu cha11tnt h\l un conul1u1fonal lfOUI~h lht "lltkllunt Ulftlllo«< tn lhc 1\~ll('ftht.ahlc Ill Kll(i( 'IIIli) I he rLl!ntlfh m 
tht ,,.~ ""~ hc.Mh a t,kc:lllt'MOr) judJ:mcftt and an 1'\juM'Iion •Jain.W lhc C"n!uu c.mtnl ol ~~~ WllcnJC"d f'fUHtolutl\ It ~BC, .. t~o~llcftiC" "C'JC' W 

,.01:~ •t could f'C3.1J!t 1.n all RSOC. cnicrinslbe U:s-rq.ion lnt«l.A 1 A lon:a-dJ.w.tw.r tnllll.ct tltn>u.ChOUI the unuW) 

Ttl( At.'l p,wkJn I friii\C\'or\ (Of 1hc Com..,)' lftd olhcf ~un,.....,lliUKC' camcn 1.0 (Utnf'(tt hUh 1.1 t.'t h) ttwlllnJ kJ\,~JI tt~)l\( \e.'nkc, 
lnlc.ttantk"CtlnJ "ith l .t.C flt1VIjcwk (~r:Uida 11 varioot polnu in tM nd•otk Cl c , urt~nodkd nc-t' or\ ck:omcl\l)) (M btJlltJ•n~ nt'"" I<~~. at-
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Kf'V~ fox:JIU1U The Com~y hulipcd ~f..tcn·kc llfCC.CMCUS ""ith Amml«h. Bcl1 ~Lh. r.ttfk Tdn.u a.rkl NYNF..X. m "''trtl .e.&lca. atW 
b curra11ly ln tomlll nc&<Miltiocu wilb 1<\'cnl oUia U'A LCionlC!IdJ 10 •I&<MOOdlY compete in lht lonllCf>otc """'n lnlllttl), lbc C 'oml'lft) 
will pro• ldc local ~<t~<kc 10 cvsoomcn Oft a bunlllalrnalc t..l• 1"'-c•et, lila C-y h ''"rffll) '""~• 11w pro• I.-ina ol local ..,.,kc 
rhrooah lht rccomblrwlon or llllbundlod lldwort -!) wll/t Amuik<b""" NYNEJt llw· c .... .,.,.) COIIId ti>Oik<wl< '" lh< ,, ... ,. •• build loa! 
KtYkc llldUila or usc a cornpc~klvc -.a pro•kkt 10 pro•lrl< local oavk0c 11w C:ornpon)"·•lk<ut<>n"" rh< r"""''ll>d mahool or I'"•'"""' lor:ol 
SC,._.kc lJ d.cpcndd\t Oft the uonomk wb.blthy of tiS optforu and the 01.11~ or tc"t·nal rcpfa1Qf'} (lf'OCttcflnJ'- "tllch m•) J1fT'cr s.WC .. It}•.utc 

RtcULA TORY MA TTE.IlS 

In onkr lO lm,p-lcmcnl lhc ACL lhc rcc ~- rcquitcd to vndcrtt.k.c • "llkty or rrautahN') .... KIIII .. .. hk.ll lmf*1 CotnPfldWM In the 
t<lctommW11atloru indvwy. C<tl&ln ol U.... rqul-,. KJloo> arc dacrlbod below 

lnlCf"C'OtU'l!l«tion Onk:r In AuJU)C 1996.. Lbc fCC Mopud Uw lnLCKOMCC1ion ONcf (the Otdo) --.htch C'Mahlu.hcd • m1mmum nackJnal f~ot~ 
rdatina t.o the tnannc:r In " hkh DeW cnU'f.l\U ..:eklna cnuy lnto loal xt"Wka m.wkcu ""ould be tbk 1o0 lnUtCON\te1 "''h tbt I.EC-.. Tbc Order 
covered ac.vc,_. important intcrcOC\nC'Ction luua lncJodlq.. unbundled local nc:t•or\ ckmcnta putdwn.. tnak dt)I('OUnlt and ar'biUilM)I'J proccdarn 
be,...= ILECs owl inlaQdwlae arrTi<n. Utwlcr ll>c Onict. 1111< r<JIIIarory comml»lom """ld ho•c ""omrr.un1 role lmpl<mauona enol "M'fli•• 
loalln~ion pollci<>, nola IIIII pto<><dura.. 

Sc-.nJ ""''"- componks. wodalioru and orloa cnrirla oppcal<d oloe Onict On July II. 1'0'11. lht Unnc~ "•l<d C""n nt Appah ~ .. rile tlahl 
Cttcuit (t he CovnJ O\'C:nutncd many o( tbc ruks a&abhahed (n the' FCC"s lnkftotu'l«'tlon Onkt &O\UillnJ •mona OUV:, lhU'IJ' the pndr.~J of 
in1monncction. rcs.ak.. and on.bund.fcd l!ld"·cwk cloncfttt. l.n eddldoo. dw Coun OHnWMd the •pld &nd chomc"' ndc. \' hKh ""U\Itd ha\f allo• cd 
"cw c:ntraou LO tCCCtVC 1~ bC'ncfll orlht moM raYOI'Ibk ~blotu t(M"l1tJn«<"'. U~l.""'t i.nleftonn«1f0ft IJf~t \\lth oct\d unicn f'hc lou.n 
dmUon ..,bsw\rlall)- llmlu lht FCC's )wbdlctloft IIIII tllpandl rile >laiC rqulllon' jwudlonon 10 .a ""'..,ror<< nola,.,.,..,., lht ..sc .. ~opncnr 
o(loC'.aJC:ompdldon. Ala rdU1t. his MOf'C J~dy &bill l.bc NkJ I Ovmtlna 5ocaJ ~~1~ •ill \W) W~\ll.tll) (rom JUt~ tu WU. I f a paC""'-vri. 
or JUte rqublions ~c:rt w ckvdop. h coukl make <"OMJ)r ddvc: CftU)' In JOint martctJ mort dJfT~a~h 10(S opcn,nc thM ln Olh<n and cex~ld WKTC'I.)C 
the ('C))tJ of ~~u~ comphln('C' u.or1t•o1 with locaJ mtl)'. 

'fbt t'CC ha:J an"""'nced iu ''""" 10 tppe~l &be Cowft Nhna to the U'llkd Slafa Su;t«mc Coun a.nd uttle1 ~tn an •lw.r np«ecd Ito ~·I the 
Cour1"J dltxbion lkcaute o(d'tc UftiOaUinly Jtprchna \be ouscomr of tn) f.:,nhcomlnl appu~, and M• ufNM.n \.tau:· cummtu•otu •111 ~to 
fiiCtl•tJk loc'.at compttitKm. the Comp.ny '• u-nable co ptedkt ~hal rmpan the C01.111's d«mon .,n hl~c on LCI', tb•l•1) "' otfa comJ)C'lUt~C' toni 
Kf\'I(C 

lkll Op<o<><ln, C-y (00CI A1'91iadoru1o ..,..,..,.ln-R<Jlon llotat.ATA l..ooJ·Ou<-.: On lonu>l) 2, 19'17, """"'"h Modo"f"' beam< 
1hc ti.rs.t hOC to appfy few ..ahorby w provide: •n-Rt~ WttlJ.TA JCni« Amtruc:ch )l.hdupn •tthdrevo lb 1ppltcaft0r1 on hbri.W} II. 1997. 
al\cr the .fCC nrvck (rom &be record lhe lnk'f(:OMCCilan qrttmn~l bn-..cc:n Atnt'nlr<"h lnd .A lltl -..hu::h r~ the bub (or lhc ~IK:ICMNI On 
Moy 21. 1997. Amuitcch Midu&an rdilcd iu awlbion fot ln-rqton taJaLATA 1uthOfll) iA ~hctu,an 1 hal arrfK'MJOCt n currmtl} PC'ftdma 
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On April II. 1997. SBC eppl<Od to Ill< FCC for wlhariry to provide ln·ttJioo intcri.ATA ><Nk< In OU&I>ocna !In lunt26. 1'1'11.1h< ll' t "luo<>J 
All ordcr r.;cctinJ SDCs oppllcalion onlllc '""""'' 11to1 SOC hwJ "'~ dtmontlnlcd tllh<r tbll SllC hwJ cnt«W U..o an -u•rd lntcrconncctian 
..,..mmt witlla fatlhdo-bucd compdklvelocal"'d\ana•"""" !CU:C.:~- had a C.:l.EC rcqu<>«<~lntacoor.:clloo a> ofth< ,....,.., llcadl»>< 
On July l . 1997. SBC Rlcd on II'I'OIIoftbc June 26. 1991 on1cr with Unhrd Sl>lcs C0<111or Appc•h r"' lilc I~""" ufl'ulurnbu !Not •rral" 
c:tJITCftlly pmdlnJ. The~)' a.:pecu. cht oche-r R8()C) 10 •ppJy (ot fn·tq:tOn insetl.A TA lon.a dr)l.ntc M11hotll) 

Ac~ OWJc Reform. In Dtccmbct 1996. the FCC propo:ted ttw\Ja 10 ecccu t:h.arJa kvkd b)' LF.Cs un lq·ch).Lin(c K'f"ICC c:arncn Ae«u 
tlwJ<:s currtntJy rtp~amt eppro.a:imlady ont..Wf of \be rC''tni.)C:I fM l.he JoDc..cfbanec tclcc:om.mu_n~ tlldluU) 'The •·ccs amttltJN) u to 
r'C'QUi.rc 1hf d\arJCS f 01" IICUQ ICf'Yias &o be COOs.iJ1cnl With I<1U&J C'COnOnS I( ClOst 

On M.ay 16. 1997, the FCC r"f1cacd iu Acec:u Qwac Refonn OnSet, ~·hkh Kvlkd rula ,ovtmJna lnkt;t~.tc- J~IIChed atUJ.~ cl'wJr rate 

IINC'IW'C:S. The ntW rules arc~ 1.0 dlmln.atc' 1mplki1J.Ubsidlc$ and 10 aza.bfi~ rau W\IC.'t:utd tha.1 bctw rd«tlbt rnan.na tn "hiCb cO\&' arc 
lnaatr<d. The new N~ ~dally lnacuc * CO:JU 1.twr.:1 pocc: ctlp U :C. rc-wvcl' llwov'h momhl,, 1'1o0noCnl1\c M'ntt1••C" ""-<'"'-• ~h.efJU ilniJ 

Ji.tbsundally ckcreax the cot!J that price- cap LECi r«<VCT throaJh &raffit scn.vlivc ICCCU char&~ 1lw:o IN"-DC' m ~~~ohit;-h 1hc I Cl' •mpkn~entJ•'' 
approech 10 lo'Wc:rina KCCD cbltJ.c kvell -.111 M,·c • IMk1i&l efT ((I on ll\c pri«s lbe Compu\y pi)'' fot lM't,Jnat•n& MtJ kmhn.llma 1ntcotMc 
1ramc. l3aM:d on the Ac(ZS:i Cht.tp Reform Order. LCI CWTcntty ¢A(X'('U lha.l ilJ mocuhly '"''I:Ctl(d ~CUSJ ~ow "'II dccrea)( dunn1lht r<"m.auadcr 
or 1997 uod lilc nm hair of 1991. O.alnnloa on luly I, 1991. ho~ocv<r,LCI bchcveothll the a«ru ctw,r \lructorr ttOirnnl<ndc<l by 1i1c I·C:C ••II 
proviolc oi<SS (.,-...blcco.l>&N<t~for!hc C.,.,.,..yll\M tbll uflCI">Ihr« WJCSI loQa..SUllrlcc <c>mpaltO<I Vu14w poruola>c filed pc111Hlft1 
for I<COIIsldctttlon with 1hc fCC llld- panics. locludina LC1. lave 11pp<0lcd lhc ~CCI onlcr In llsJot or 0.: unccn••••> t<Jordonc 1i1c fCC"• 
Md any court'• ultlrnJlc. aakru"' &hue ptocctdin.p. the Company Is un.a.b1c IQ pta1k1 "'hit impK'I thr t i.""C'J CC''i1C'd aacn ch&t1c ~Mill 
hl\'C on I he Company't Kt"OJ c.h.atae colt J.l.I\W:t\U'e-

Unlvc""l Scrvie<. On Moy •.1997, the FCC rrlauc<l., onlcr ....Oh>blna oorrni~Qntly opond<d fcdcnltcl"""""""ieol""'' wtbo<ly r<Jim< I or 
... mpk.tbc FCC C>l&bllo.hcd ncwsubtldiu for kboob and librvio with .. annu.tl np ofSl.l~ billloo..., r .. nnol l ... llh CIIC I""'Ml<n ••Ill Ill 

an.tM&Il cap of $.400 million. Provkkn of in't11tttt tcl~unlnlkwl' lt'I'Vk<. fit.Kh u lhc Comptn)' . u "ell ., t<M•1n oehcr cttiJJIC).. nnru ('ta) fOf 
lhc fcdc.ral proiJWnl. The C.nPIA.fJ Jha~ of ttK' achoola. llbnanu and ruul hc.hh CII'C fund' "Ill be b.IIC'\J un 1h 'hare of lhc tQC•I lnd'bolt) 

lc-f«<rnmunladoru wrvtce tlld «'f'ttJn ckRn«t lcl~mrnunlaiHon~ rnd YM'r '''tt\ua The: CcHnr.an)"• tlw'e of all ,-,chn' (C"'kra.. ~td)' fu.a..t" ••It 
IX' ha~ on Ia shart of tbc" ~ bucntalc (inducUn.a ccttlln uunnational) tclcc.ommuaiadcw W:f'IICC and cC'Ni1 d<linc'd tck<ommuftlcot:lon.\ Cftd 
u._-.c;r rc,-cnu.es. Sc-t'tTII pan.cw h'IYC Jppak:d !.be May I. 1991 onkr, lnd Lho~e aprcal• h.avc be-m uantfCf"mS and como.tl-tb.-IC\1 In 1.bc UnhaJ Suttt 
Coun or API><ol• fO< lhc FliUIClmW. 

f'Jyphonc Compau:aSI:on In Scptcmbc:r. 19'96.thc FCC edopc(d 1\Jkl to lmplcmmllhc Act'tt«fUI-rcmcnl gLabll~ln' . .. rcr all c:cwnrcoJ.UhOQ plan 
w cnwtt- all payphonc Kt'\'kr provldcn ltC' fairly oompmJ.alcd fw c.IK'h a.n..~ C'\C'r) ccxnpklC'd all ut4ftl lhcu ~)~n< • nn,_ Ot~C'f inCII.Kkd • 
t{)C'Ciftc (e"C &0 be p.ajd to c:td't peyphoncl tctYtoc' PfO''idcr by kml-djJlM((' CattiC'D 1.nd infcrlATA toll Pf'OHden (ltKfud!nC IJ:t'\) on 111 ·,Jt.al 
aroooo• all>. includinJ debit coni and alltnJ catd c:olll. ScvcnJ ponla.lncludlns LCI. app<ol<J lilc FCL"• ••lo On lui) I, I '191. lhc linnro Slltlc> 
Coun cr ApptJh (« lbc: O,C_Cin:uh O\"Cf1Utntd wwnc oftbc FCC Nln (ot liK-Imp.ktnmlaliOf'\ plan. 
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tn :.wSdiiK"'f''. the coun fOUDd unLawful both lhc ~ U1Cid 10 cklcrm•nc the loni~U.\ancc awncn' ~) rncnt obh.JIIliOR\ aniJ tht ~~ M •n) 
compcns=tion for JOmC types of peypboacs and u:rwko 1'lK1c ••sun tuu b«A rcn\~Aekd to the f'l'C Ahhouah the CU~UJ'&ft) npn·u tu in"u 
odditloou.l CO<U IJ) cony "dial..,...,.,. alb lhol oriJU... ftocn poyphon<t. the C-) b Ulllblc to f"NKI wbol '"'~*" th< I'll.,._,..., "'II 
I>Avc on the ComPII>Y'..,•HU rOt ,.,.b coils lilt lithe• FCC o4oph rniOC\!JlOypl1oflc cumpcn..,oon toto bo.....S on tht Court's NIUIJ 

RIJOC Maam lite l'fOilO\ICd 111CtJ<t of Bell AUantk ond NYNEX onnovn«ol ""Ar<oll2, l'l'llt hac• h«n "~'~'""nl I>) ,.,...,. tU1c ' """"'""''" 
and tht OOJ. The FCC. bowcvcr.lw no< yd •PI"""'Cd lb< _...s mctfu 

On July 19, 1997. Bell Atl1111lc w NYNEX p~d a 1<1 of ttHIUI1itmcntJ to til< FCC thol arc <l<u.,..S tu""""' '1'1"""1 or t1>c ._p.onlc>' 
"'"l"'· It lw b«n r<pO<Ialllt.U three of tlo< rour FCC~ have mdor>al the m<rJCI ou a ~<Wll of tht _...s comml<m<nt>. bot 1>0 

fllmllll fCC NhnJ hOI bm1 '-d. t.CI b<llc\'cs tbc r>rt>llO'OIIs dcfoc;.ntln matJY n:a.onb Spccifoo.lly, I.CI bell<' a tllatlldl AtlAntic lind NYNEX 
mu" publicly dudot< tllcfr cumnt lcvd or ocMoc tllcy""' provldona fot ..ch me.........- CliiCJotY In oddol-. the ...........-cmcl r....,.ulu...., 
default pcrfomwoncc IAiaVab >hould be diiiClot<d w Bell Atlaolk and I'YNEX >hould poovodc oucb k•d of 11ct>ke to allofthto< eotnpctllcn 1!111 
ln(OC'nl41;.on b ncccsury to casun: cccpcthon ate rttdvi:ns kx•l JCtYt« w parity with wtw Dell A'fii'I1K and NYNl:X ate c:utfC'ntt) PfO"i-d•n& 1hca1 
C\lStOmCfS. 1\t this lime. LO b lilftlble &o ptedks wtw lmpK&. 1f ata). th( lkfl Allmtk.INYNEX mcrJct and ~t'Oft)IAJ ptopctMI -.a. Ill h.ll'c on 

local and l«ta~iM.In« compaillon. 

l'culi001 For r:.xpcdll<'ll Rulcm.ol;lnl- On May 30, 11197. LC:I and tbo Cotnpct""' Trlccommullitatl::no Au«i~tion tl'otnp rc11 )olntl) 1\l<d •l'ctll"'" 
f"<>< F-'pcdlled IMcmalUnl mtUCSlint tbo FCC 10 alabiWt pctromllll« lland#do rot I. I:Ct tu m<d tht or<ral•on• ••1'1"'11 •>"""' (O~SI 
•cquimncntsof the Atl Md :IA'IIeoblt FCC rtJIII:allom. The OSS rcqvir(ftl(ll\l ore cruicol bcuuJ< the) pco•lolc compctitots "lth tbc na."<U.V) 
1((0. 10 lbc LECI'II'ItcmAIS}"'Jtc:mJ 10 dJW'C c:ompctitors obct.in local wrvkc .. lhc ,..,-.c kwcl or qualll) lh.~ot Lf.CJ ate Curm)tly provio!Jan& IQ lhcu 
ntUOmerL In lu commentS. l.CI proposed thM an lndwuy poup corubcln1 nr toal ~ Sott1-<>du&ancc (lmcn. trade uwK"1a1totu 1M rttwt&scn bt 
&•\en t~lmattl)' Nx "ffb io csiabtl.d. mc:tJUmncni ~ mc.bll.tana\i fonnuta e.nd c.kfwlt f'ttfurmihcc 'nlcrnb (oi W\CTII OS~ 
c.oiCJO''es. On June 10, 1997. lhc FCC lssucd 1 pc.~b1K: nocu:c rrquoama; commcnCJ on t.cr·, pc1.1tton NumcrouJ pan1e1., UKiuJina \he L•llrotnl• 
Public Service Commlulo11. WltooMlo Pltbllc Scnlcc Commluioo. and 111< Nation.tl ...._.,...,of Rcrulotory Uo.lllon Commt.,.ion<n. fokd 
comment> In ...,..... or u:rs pctltkxl. 

loc:aJ Sc:f'Vke. The Company b lnvoiY<"d ln uac rcaui .. CH)' pnx«dmp In 'anouJ ~ lO 1«\ln' &rf""!)\l l Hl rncoU M-al t(f\"k.c . .... tuc;h " Oidd 
tnabk the Com'*')! to provide combined loca.l and Jorta;4btan« ~•co: to c'ulll'IJ Md ~he t'w.Jc>f'l1oCt) At nf J11nc 30. 1997,1hc ( 'ompan) 
hu n:cc-1\.·cd •PfW0'-.1 10 raclllocal JC.rVi« in l6JtatcJ lnCI \he Ou;cnct orCoiUtnb'a. 



lnd has appfic'!:..Jofts ror klca1 tc:rYkc: w.~lbority pc:ndlna in anochc:t 14 ~ lbt ComfWI)' JS curft'Dd) meUm& loaJ tflc:"CommunK:Ilwru )('t .. K(' l.n 
.:2 mar\cU 

COMP£TITION 

The lon1-dbuncc &dccumnumtt.tionJ m.utct b hi&bty compclillvc. The pni'IClptt corn-pcmhc: fec100 aiTrct.nathc COiltpm) ·_, INAC'I 1harr .,, 
J'lfkll\,. rcsultiOt)' ~clopmcftu 'u dac:rlbcd aboYC~ nrslomct tcrVICC' .. and df\cnal) or loCI\Ikn and (ai\U'ft I hf An ., C'\f'C'lC'd to th,w,.c lhc
~ure o( &be l_ndUJ.try by mllowins ntricn othtr &han lncumbm-1 I.EC. to PfO"idc local ;uvkc: Yo hi~ rcrmtn•n& KIK,X."\ '" pmkk klnl4h.aMW:t 

"'"''«> "'a m;ul~ lh< C"""""'y arc<U eampcdtlan wlt!oln lh< indu>U) to ""''" .. In bo<h the lana..to.._. and loul ..,,.,. nwi m 

S.><BI ur the Ccmpon)"l compclltorl .,. oubttMtlolly la<J<f and hl>c sub1w>u ally ll'<'lt<t ro....-Lal, lt<Mlal and nwlnon1 roourcn A• U1< 
l'omplllly JIO"'I. It <>rc<U to lice hlaa.tal compctitloo. ponicul1tly rrom A TAT, MCl IIlii Spnnl The (IW!Il'f") aho e_.c, ~nh hun.lrc<ls or 
othu tona·~nuncc: CMl'iCtl. u well u LEO.'" variouJ typd of kiC'C'OfftmutHCadoM IC'n m The' Comrany'.t pfhKI()ill pt'latlf lnlc:l) It U) uflc.• a 
""'Pic. Oao·noc pndna IZNdVr< whh ,....acncntly below,,_ or i\1J'olT, MCI IIftd Spnnt. Ahhouah LCI u prepared oo r<'P""f' tu romf'<lltl>< 
offetl•a• roum otl\U catTicn. ohe c._y <Otlth>~~<t to bcll<Yc t11a1 its. •simple. Folr ood h>e•pcn•lvc· ,.,lctlnl """ om!« pkll1& '~'~"""'h b 
\ Cf)' competltuc ln mainina cxbtln.a Cll'AomctJ, ld welt M ...UUna nc:w CU.)Iomcn 'The- Comp&n)'J abihty to C'ompc-lc df('(11 .. ct) '~'~•116cpcorW M 
ma.lnt.cnnlna u ocpdonal tviiOmCf tcrVlcc and hJ_Jb q\l&IIOO. nwktt~ti""' ltn'kc' a.1 rw~<'u JCntrllt) tqlil.a.l to or l'lc'So""' thcn.c ctwaC\S h) •U m..tJOt 

campdlton. 
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The Com,.,.a) c:xpaicftccd an knucuc WI ha u.tn aJ~MCC ta 199?, •cO« led .. , • charJf w lfm.l "''"'..c •• • tOI.Ih of ~hoc' I'"""' u' fc' n'IW and 

~ "-•ft Ill lht f\t:IIOI'ftcf mi\ _.ltd ctM: ~t buux:u Knt« MJ1M1K A Nllllnc. p:wt.on ot 1ht tC"\..IdcM~.al WNJI tv\_,, l(.c;OUIW\ 

,_,,_ .,.._ h bdlc.l..., <OIJonooj........,. U:.Ct n. '-) _,.., ..r..-- r,_ II>< II <.o- _....._~ «<-> 11wtt 10 

llunMI monlh\ alia lhc -- k billed 0... 10 lhc Oct., In .,,.,__ (,.,.. II>< UA:t. tlw C-1 " ,_,.....,, "'''A"'J Mt nl-.d 

hab•hl) f01 fli1'Utt u:ncoii«Ubl.t ICC'OUftU Met hu l:nantoJ Mkt •J~MCC" to *luck • tusMr Cll•m• ror l.hc\C" U .l b•IIN rn.c.•'•bk" 

llw t. ,.,,.,., \l'" a UIH't) oldt.Mnch kt "'-.t.C'I hJ M'f'\kn I• al.tJ•fiOA eo th tnl.t'n'I.AJ t.altJ (otfc lht tum,_,.,""" a <ombttlolllhon of U(hct 

dw•nnct~. tutJ. a ed'Vt•""' Md &ft.,., ....,, wJn 81Jfft1• I (Itt CC'fU.IIt tk.t" ,_,, Mk• •$ff'll ' (OIII'Orffl'fil"on " ,. .. 1 '•• .,Mu "' 1h( ft.,m .~ .,_ 

OftiOlnl comm.t.JJ.IOf't bucd UJlOO coUened ~ ~ 10 cu:NOmen t4pCd vp b) lhc ~' w ww the t ""'PM• , h"'l-4•....,..f tocn .. h 

llle ('"""""') t<WIIll'ftl"l'lllb111ty (qr 1M cu-nlal9o\tllip.ln<lodlllllillllot Mil'"""""' woo« Amc•~ l•"""'"",...'""'I>"•"'L. lne . 

I nlllon•ldc lldworl. or lllltd 1*11 wln ........ WtMI,....IO bt llw ........... ,.,., ........ ,.. lllllw I '"""""l' • ... ) .... , ... '"' rc<ld<niiiUwno!l 

bntnn\ CVPomct'L 1M CoiDpM)' hal. howcwf. Q~ iU IAict pttMncc IIUOU th« Co.Mt) U.NDI I \MMf)' uf <~It 

(jk~~ MAlt(, IN Tbc' t•OMPM)~l pvu ""*I• UIC'tf-.rd : • •• to ' IJI 9 null.,. Md lf••• ao U 7UO llntllt;lft hw the lhln' --.1 '" '""'"'~'" Cfttkd 

Jync .)0, 19'17. tapClCti'cly. at COfli9l"'td 10 lht t.lftK pcrioJ.t Ul IWO INrtnJ lbc Cftt« Md "" muntht tn.kd lwtw IU I'IYI. ~«"' ....,,,.n •• a 

pcttttlt•IC O( fCVa'IUC d«KUC:d 10 ···~and~ kt .. )J" mp«1htl). from 4 1 J"'io en.J.&I l •il f(lf lht s.a.mc prtM'ol\ lft lq.;)(), IC\pc'(h\d,) 

fbe crvM\(fo(Wfr.., ~ U I~ of lt'\C'ftUC rcfl«u I ~IR Ill m'triVC Mb. '0 biJh \UI\ttnc Ut\&Ofnc'n ••th .J•Jhli_, lu'llllft IJt.'Jo\1 

maoa''" pn MOO a •cU n C4WIIl...., ~'• pkiq,.,....... llw lrM.ua.w a.. llw )f'II•O\Cf•)t:lt I"~'""'''" •• • f'<tul"'ICC' ot "'""""lot 
,. '" _,.,period ... 1'191 rclk<u ~on. d!lt....C>O ... 10 ... - o( ............ olr .... on. kotfiC ...... tlw ( -~'· n .... -
Nrt¥~1W\ •• , •ell•., NKtCtiC'" MOUt •hc.tl hau sllcnllt4 fot to.A cfftc:mt f"«~ of ••·......, Cllf*K) JC"'C'tlhfll a.\.M'IGRLJn of tuk rltc' 

t'omran) t\a) conuoUaJ the c.o.l pcr 'tOU dunns pert...-h of h11h '"'wmt'\ of MUll• ., • rc,.:1t uf "ct"""" '"''KI'KK"\ .,_, •JI"•mrr.llaon 

t<duuq~~e> 

1'lK C~t• (tbcr OPMMQa ,.,...._. (01 dw tcCIIIIfld MJI o( 1991 Md tNI) 1991., •til kmpOnrrnl~ tcw*t'" ttd..W..t fauhhn an.J tn...ft:~ltd 

COib d1111na • pnmd o(~ &raii"'IC' fn:wD currcftllmlcd fJ~ahUn to lhc' nc- o-ncd ftcthhn l~c-'tt UftC'f thn lltnJo~tiOI'I n Hlfflrktnl. 

'llll.hld\ h C\pt<'tcd 1.0 be in cwly 1991. "'c Compan) •ill rnJin 1 kMtr uKI ol'lc"'kt Jlw: CompaA) Conlu•Yn w t'...Su.~lc "'~t'J;tn to tC'\Jue;c th 

cou of KnM:n. lmpro\c thl: "tl~llt)' and rtnekncy oftht NC1¥t0ft. an.J p.lt)U.C opron~tht1 w rntucc ~~~ 40'\1 ut """''c rc-r f.l()t l 

Su..LIN{,, (; • ..NERAL ANI> AO\UNI5> I ~(A TIVE f:XM.H~ts SdhiiJ. ICft('I'IJ aad .S.••ttrat"c C•rt'"tet «ru11N !••• t.o S ~b J m1lhon and 

l.S•.Io 11•1 I maU..an rot the ttwu met k\ II'IOMlts Cftdcd llillltC: JO. 1991. raptnnd). • c~ to the'""""' rtt•o.h '" •~ A~ • rrnmurc: of 

I....,UC~ KIIIIIJ, J<DCI1il ll'id odmu\L\UIIhr Pl'CIIlQ ""' U )~• ,...S 11 ~>*• (o< oht llw< ln4 '" ,_rho mdcd '""' IO 1¥97, lt'l"'llotl) .. 

compAIC'd 1.0 2l.IU IIMI l2. 7'ttt· for the Mlfl.t pcnod.t tn 1996. ropmhcl) A~I11N tC'\tn\IC' rw• t'mrJc,t}C'C h.a, rcrtu•M\1 a1 •N"mHNU'I.) 

ssoo.ooo lit' rmJ>Io?« """"ab""' '""hair or 1997 
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l llc CCNJ\JIIM)'"• tcU..._ scacnl lnd admlaistth·~ O.pc:DW lftuuxs )C'"MoCn(T•)at •crc .ubstanualf) ~~J b) l")t~l and utmmnwon• 

l'l)mll .. ,_... ..,.,._ M.J llllllioa .... l U I ""IUoo (01 dw tlw ...... " ' - · fl'4od 1- J0 lVII, 11\j'folutll oo u•"l'•"d '" 10 

IIICtt.,. ot l' 4 Ml.tlloe """ l ll.l lallllool lot * - """"'' lo 1'1'16. '"'"'"'fly l lot ....,._ lo I'O)toll "1"'1•• lfwb<ol ln .. """•"" 
.....,._ fot ..tn""" .-....,.., ...... ... ro 6oft<~~) .._, ,...,..,. . ,.,..,. 

nlC t.MtUS( .. tclllQ&. &mctai JIId ..,_......,,C O.,pmte:J Wtudu a ~ ) ''hlhun tn4 Sl ) m11hon WCk.&K'" (ontmU\MM'I C\rc'""" hw lht lhltt 

""""' """'lll>mdcdl•ftC J0, 1997. mpcctomy,o-cr dw~p<NIII'<f'Od>. T1>< &<O"dl "'""hlaoiWI...WIM-.\IC><IIIOt M>loJ t., obd 

pin) t.tla aacntJ . .. 1ft q oift& cocnal~Aoa implatd comm•t,ikM Of'M:It I hot CotlJ WlC'I.Itfed rot \h•td Plft) wJn • 1mt•' commu~' rttm.anly 
ocplacc ocll<t n rill>lc rnorkllna oncll<ll"'' opcnxs (Oflllb ,.,.,... ...,...... 

1M Cumpv~y enrklp.a«t an ~ in<fUM ln tcllint- ~~nc-ttl INN *""'•• .. ,•h~ urotn-a ~ k) the t\rilln'"-rrn tlf lh JNf'-rh"'- ,.'<, 
I'WCWMC' and II\ tntral'lCC 11'110 lhc toetJ tcf"ICC "*U1 f hc t f_,.!j')iln) 11\0 C\pctl.t «111'\lln\IC\2 U'K'rCUC:' fn Mllinjl fCI'WUJ M\1 ... tmuu,_.f .. iH' 

C\ptn)O as a mllh oftM aro-t.h ln the rc::sJdc:mi•UtnWI bullncu tC'J tnflll. "hk h ~"" bJPn p oporhonat tml.t but 11\o IWO'tdo a h••h<t *'"'' 
nw-a ln than odkt M'lmcftt.L Ouriq t'hc aix moolht mckd Jwnr )0, 1997, tht JJO•Ih ltJ K1hna. J tntftl, and tdmlnlwt•a.un c ~ r"fnM't hot• b«n ku 

ohon •••<nut 110"111. •11 kll rrlloru llfOIIucll•br ..., .,....ln1 d l\clfn<.ln 

UIJ'RECIA1 ION ANU AMORTIZATION EXPENSE. lk!>«<lolloo lllo.l IIII1Ciftllilloo <>pct>J<" ror the wee ...S '" """'lh' cn.kd '""" JO 1'1'11 
"'11 SJQ 0 M1llioa Mel SJI 7 milliOD. tapcc\Jvcf)' Thf iiK'f"QK tCfkat. the .n,()SJ:t\C:ftb made "' •n(rattnKt!MC r01 wiC'\ (W'*OfnCf M'f' KC MJ tlthtt 

'""" olcb•crr J)......,, "' ..._. or 11w Comjlony'o .,...111 "' ,.,,._, """ MOll• 1 he c ... r-1 ""''"""" o1uo okr<«~.., ....s ""'""''•
" JII conunuc ItO UOf*M dw 10 In~ U. new~ thai ha'C' ~ dqtfce;&ahtc Inn lhM lk f..Offi('M)' fW«"'IitMi' .,tC1 ht'C" 

l)qftc:*• Mid wnon.i.lJiliOft a pa&c at • ~c: of IC"'*'H mnalftC-'4 aa 6,. rot bach &he Ibm and .,., nwnu-, ~ IWAt W tVI7. u 

"""l*'fd 10 " · lor lh< -I'Cf'Ods"' 1996. 

0111 RAtiNG NCO\tL. ~.come~ l)•. ao SA %6 '"'II"'".,_. 27 ... 10 s.&J J nuii'ICJft: f.x lhC tht« ~ '" ""'"'h' C'~ lwt< JO 
IW7. tnpf'C'IA'Ct). 0\trOt: tMW pcriodJ WI !996 (.)pcnclflll ~(Of IN'" rrltOfUhl m6N lwtw J.U. t'NJ rr~ at • la\lft uu tf'rl.an tbc ,,.._th m 

'"'"-.~" tNt'~~ t.h.b pc:r!Od. rt'f\cct!Qa c:triticnl manaJ'C'"'IC'M til ~-on aftd vth.,.. ~ anJ •rJnhn.I\IQI"C' '"'f'C"tM'• d'""''l • pc:t».. ot 
''Cniflcan.t ~~ 1ft rtwrnua and MOU1o. Ai l pc:rtai-AJ_~ o( ""C'CN('\. upct'IIIIWI-J UlCOf'I"'C ttmainCd conwtlcfll • 11•. ''" NUt Uw thK'C and ,..., 

month> cndal )..,. JO, 1997. 

IN"fl:REST AND OniUI EX !'ENS£. NET. lokfn&llld ocher «pen>< . .., ol car•tahtt<l 101<1<:<~. dc<r<u«<IO S1 0 moll""' IN S I J 7 ""II""' r., 

1hc lht'C'C'and t l \ rnondu mdcd lutiC JO, 1997, ropcctaHI) . comr-rtd 10 S7) mllhon lnd SIS. I mlliM~n ror the unw f'"'Od• i.n I M tC'\pn11\tl~ 

The Comr-n)' •at abk 10 r~~c lhot kvd of OUbtmdlnalktM du''"l tht aJ, ff'\OfttM crdtd l uM }0, 19'11 comr-wtd tu tht \MttC' f.'<f"-~ ' " I ~-., a 
rt.tuh n( .. IMnl opctt.lln. cath no .... and lhc S«urhtnclon l 'tOfllm t )llbll\ohfd in AuJ\UI 1996 (Sc< Nocc .. 10 lht ( D!'WknW'\J ('~"'llkJ.Ilcd I IR!It'JI(.!.AI 

\utttT'Itf\\1) ThtUUJ.h lhc S«:utllil.lbOn f"rocram, lhc Con\pM)I r'tducC\1 th lont·kfm ~ .nd '""-""> tcduc:N •he ( tlfttJ'MI~ .• IC'\na,, fllhU rh( 

d«ruJ.c 1n the lcu:ncc flllio mul&c:d La 1 teduaion 1ft the iftltrf11 rMt ,._, oa th: Compur} ~, kC"'utun' t 'N" 1-.tiH) tl ''""''' t A 1Ift)) -.t 
K'C'Ot~hntl)' d«Ktied ffluttt& a:ptntc )UtoO\oO'•)'CII l"ttrna Upnltc fut 



lM Q\&allt:r j"'f~ CfaJtl ~~ Oflftlmtt rt\wn l.hc M•l) h.wtd dfbl WtUI~dft.- luurc." ~\pmK 1\ npatc.d 10 incrcii.W' lt..c- W • tuJ.hcr Ult' ut the 
lhlflftl tuoclattd • ktl &bf debe tcalri1.1ft compwtd ao UK .thon·lcnfJ rtln (Ufi'Cntfy .\,lilahlc .,,.Lt:, ni\W\. r.-iltl"'- ...... n ., ht,hn . , ".'" 
boftO"'tnlt du:rfna Lbc' JC'('t)Od t\&Jf of l99l At 8 rCA~h uf 1\\-ltftl thlf'd•ratc \f"\\111ti"• tt~~t"'~'"' ll•r Ihlen"'-' f .. C un ll'tl' t tHnrt~~l)l deN n ku 

\t'''''h'' to""'' ._,, ' "'" Ouei'.ladonJ 

INCOME TAX EXI'ENSE. I-t:u ~·AJSI• 2 mllhon ond Sl7q mlll0011 fOJ tllcthrn ond '" """'tht cnd«l hone IU. 19'17, rarcct,d), 
.. <e>mpotcd 10 $9,, mlll.., llld Sl7.7 mtlllon fot tb<..,. puioch in 1996. '"9<d'"'> n.. com.,..¥"• O<t Of'<"'CJ•a lou INOLJ <&IT)f.,..:wd• 
(w OnMCtal SUtetnc'td pu.rpoKS •ere fwlly utJII.ud in 1996 As 1 rnull. tbc Company•, ntimakd dftcll\~ ta' r.t4~ tn(r(uai kl .a~ .. rn 1997 from 
)j'• in 1996. lhc ilKr'CUC in income l&.' Qpm.JC WQ 8 rnuh of eniDCfCII1oC tn the no!ln:takd cfTC't11\CI .. \ ntc and lhc if\'"'•;• rn C'NTUAJ) before 
L&.\n fhc Company an.&Jyru Itt dTcct.ivc llllC tatc on• qu.artctl)' bu.i.s 

I'REJ-<1\R£0 DIVIDENDS. Tho CGnlplny'~ prcvlocqly ""'""""'"'.,._of''!> Cumulol"< Con•cnobk hc~l< l'rdmcd :...xith<fm-cd 
Stocl) wu mk<m<d on $cplcmbcr l. 1996. lllcnby dlm!Jwina the:"""""""''"' l"<fcn<d d"ilknd J">m<n" Ill< ......w '"'"'' '""" '"" 
cllmuwal d~>lclcncl pormmu IJ _.,.:lmatcly SU mliiiQII. '*><d upon the: OtiJI.W 4.6 mrlhon Wt<t n\U<d on Auf"·" I 'I'll 

LIQUIDITY AND CAPITAL RESOURCES 

LCt lnlcn\IUonaJ. Inc. tLt1) (s 1 hokUna COIIIPMY and conducu Ill opcnt.an\ um,ulh 1U dlt«t and 1nd1rc<1 "'hoH> -o"n<\J 'ubtkluun Ll l ~I"C I. 
In< (SI'(;). . •hoUy-o•11Cd ~or LCI. v.-u (onned JO fec~htaac rhc' ~lln.Hon P,.,.m Un-pt In certain lmttttd CIK'1U1'11Unen, ~P(. " 

wbjtct to tanll'ICtu.J resuicdc)fu oo the payment o(c:W! dtvickncb. c:w """'ina m..u tl'ld lldvancc:t to tCt lbCJ( uc hQoy.c,ct, na rau•<1•um on the' 
tnOVCJTteftt or cash amona: lhc Company &tid! tbc otber a.ubsid'i.atkl in the con\OIJdllt'd tl'~lf' rhr Ctw" "h) •• lfi"'f"l!•lorwt "'II\ hqul\111) "t.'\Q.J on 

.... a>nJOikllled """" 

CASII H.OWS • OP£JIATING AcnvmES. The Cotnf*'Y Jlfi>'W<d U S 9 m<lllan of ca.>l> fr""' Of'<'ll'""'' f"' th< '" mootl" <nJ<~ June J~. 
l 'i97. tompu'td 10$61.0 mlllioft f'or &be NmC period tft 1996. E.,(lvdli\J eM net \C'('\111\lfahOn IK11UI)', ash from ~hC'If'h \\~ \ 14 I OulltOon f ! lf 

rht ~:., monlh pu~ mclcd Junc ~ 1997. Tho Comi*'Y c:oa&inuct to liho,. 1'""'\h U\ rncontll(t • I'd ncl t~W.omc n •ell . , Mrunr ~or\•na C"f'll.lll 
rnui&J 

CASII FI.OWS -INVtSnNO ACTIVniES ~ Comi)M'y hid wpponcd h' J~lh ~ .,.hh cap.aaJ c\r<:ndtHun lU'I.J •'lut,thun'- 1c-wh•n' 
1n St l:.C 2 million 1ft cOJ.h u~ for ia,~Jnc ac:ti' idts dvrint ab. month.) ended Jtmt )0 1997 The d«rux of ~.S7 q mtl11on camfUit'd It' 1.1'\c utrK 

rcnod '" lhc J"KM" )CU, ._..,, d~ w Sl tl I t.pcnl on teqv.IJ,Uocu ~the fin~ h.aJ( ol IW(J Ou:riRflhc' ,.,, rUOC\m,. ended l~o~ttc HJ. 19'1'1, Lhc c.·omp.m) 
'C"C"' Sll6 4 mtltt<lft 1n cap~LII "'pat.dlhKa 10 ~tquft'llddltional f"itchlnl. lrMvn••'tun and dt,mbuuon Of'-"'">· •• ~ell . , "' ~'\dop and li\:<fttc 
lnronRA'!•on ))'Mrou wppon.. rt-prc:ieftlin.Jan inc.rut.c~ ofS.$2 4 million nom Lht' wnc pnlOd l.n 199tt 

CASft I LOWS· FINANCING ACTJVnm.s J'iNneln .• JCC,t\'Hfn pto~fdcd 1 Mt Stll) mllhOf' ro. 1hoc ,h ro~Jihlh' t~ Jm.,. \IJ, lii"H u.~tnp.ut\1 
"llh Sil-l I miliM>n dutin.a the t.llrt< period in 1'196 On JI.IM ll. 1119?. lht Company JC'(CI\fd j1t\Xn\.l) ttl s ,,n IIHihun r.tt lhc 1\\U..U"-C \!( k·nr· 
term (kN IKe Cer1tal Mnourn _, bC'k>w) W the Pf\K"c•nb "'en U)Ci,l, 1n {'atl. W rc('l'} \1\orHcn n 

lJ 



ln.kbl<dn<U. The lln1 boll of 1996 roqWcd bl .... -lop for a<qvh~..,, lllcro •m"" ._..., .. ·~·""-' o. the"' -~• <ndod 

/\Inc JO. 1907 

CAt'IIAt Rt.soURt'""ES On June l:l, 19'91. the Company l»UN USOmllhon ot11)'• Sen lot Notn CNl•lC,, ~h~h tn.thJtc on Jun< 1$, )007 fhc 

nte rwua.ab frcwn lbc WuaMC of tht Notc:s •m wed to ftP1Y outst.ww;iln& U"'kblt<tn<·u atld fat ""«\ana a,+l.tl and ~ncnJ rorpor&~c ru•p,»n 

A> or lone )0. 1997.1hc c..._,. hod UOJ milia 1<1 catlo and c:ull "''•l•ala\lt r ..... lhc ,.......,,.,,..,.....,,of lhc N<.tc ,,.._, I he wh 

Nlaracc- rcwl.\cd (f'Oftl rtw atm.., ot rtedp& a.d UK ollht pnK'ftdt to ftPI') ~ 1'hc- te·nwthnt Noec JW'O('C"'td1 "'tf'C' f111ll) uwd 1:n Jw.l)o 

1997 

Jbc Comptn) hu a S100 "ulhon Cmsil fecil.ry •W'II 1 JyadJCak olbanl..t. ~to~otuch al~tlbr CompM) 10 botrv"' f!M'IO.h on • d.lll) br.nl' "''a rf'141b.. 

the Comptny UKJ iu l'la;IMtk tub 10 ftducc the biJAncc of iu ~inp Mel utually malnlAIOJ no cuh on h~.-s At of ll.lftC JO. 1'197, IMfc •:u 

no"'"".,"''"' biiiii<C onlhc C""ll Foclllty d.,. 10 IlK oppllatlon of NDOct pnl<ftll• lh< '"'"'"" lhll tan ht bu<ou~c.J uodu lhc t"r«lll I 0(1111) 11 

•ut>)t<11o mlut1lon booed on 1hc ""lJIIIIdlnt boiiiiCW hcalnnlnt '""" JO. 1991 unUI ftloMIIy on fun< JU. lOfll lht ln1<rt" ,.,. ""111< <kh< 

""utandlllt " vori.lbk INucd on ttVtBI IJidica (5« Hoo. ) 10 lhc Condtrucd t"onl<>iod_, ~-1 ~IOI<m<niJI I he tr<du I ..:olol) '"",.'"' 

cctU.ift financiAl tnd ncpli\f C0''tnlftl ~U. At o( )~Me).(). l997.lhc'Compen) 'tfllet l.n «Mftpl&alkt ..,.,, .. tlf C•t\tft.lnU 

The C-> .... r•o-~ Lin< ol Cr<drt ,._. tl.otlt> or C.:«od•J •rll> CCIOM>Cf'Cool '*''-' r .. • laUI of ! )0 moll- 1 he 

L•ncs of Credit ~Ilk f"'.nlbk Jlrlon.otc~W ibof'TooNMa tac1lkia 11 ClOinpdiiJ\-c f'1llots ~ upm a mw\n 1nd.te1tor ""' ouuund'ftl bl'-cc ,, 

rd\cctfd 1ft lon&--LC:rm debe"' the ~)uta comoladM.cd balM« J,hcxu due to lhc •'JJlablltl) tltl4n lhe'lrf'd•c f ec-•hr) IQ rtpe) 14Kh ~n 

Auf Ju,.,. Jo. 1997,1hcrc~~ ... -.""'"""on 111< u .... orcttdu 

l"hc Company m.mtaln• 1 Scaultll•&ott PtOifMI 10 tell a pcn:Cftlqc o-..ntntll~ inl('fal ln a dc(I.M'll JVUI or lht Componft 1tW¢ ICtounu 

rf\ch·abk The- Comp&n) CM1 IBn)fCT M undi•Jdcd tntcnN in I dc:\iJNlt\t f!OOI of a«ounU t C'C'C1\tbk M en QiniOtrtC ~JOI\ Ul IMinl.lln the 

retdc1pel.ton interne U'P 10 S,l~ mJUKML AI lYM )0, 1991. lhc pool of 1nck -.:cou.nt• rn:chaMc \llheth "''' l\a•labl< (Of Mk "'' ~n,l.rn.akl) 

Sill 0 mlUMift lnd tbt ~nl ohceciv-ablcsJC»d ..,. ... S7J I nuU10a. 

lAI'IIAI Rl.QIIIltLMI;!IITS t-. 1997,1hc C-t "I*""""'" --bu.r,.l c_,ttmcm r,w Ul"lll t~pm.lllur" .. ~ .. - ".J<rtn.knt"" 
lhc (ompM:y't ~k Md l'r'CMC lfDWth,. to lnctc-aK {I'Oft!!t J99f0 k\Ch lhat t..tlf"'\.IJ Mf\l•tnnrnh .-t fYU'I'lM'Il) (Of '~Ut.hltiJ enJ 

tnnvnluton f.aclhla,. t«bftoootr pblforms and i.tt/orm.c~qt~ '>'*""' apphniMwu 

In ld\hlton h) llSOC"'JCKna (lfliLll tcqvltC1'IIa'IU. the Cumf*ty hai cnccrtd lnlo IJt'C'Cntt:nh li' C'"\knd 1h cnr.nN ri~t·Ophc nc1MtH io. Dot:"ro·u t1t< ltn~tC'\1 

~lata TfK Comp&n) "Ill m&t pi)'rntntl ohpptChhn.acC"Iy SIH million (ot the fltwf...orck ndYIOf'L t:.\.PfA'U~ lb< llmln, or f'l-l)m(t)l\ "'Ill dcpr""' 

Oft the ckh\et)' anct K<e:ptln« of lhc (.KiiJiia. 'tfllhkh '' opcaed 10 0«\11 m ltw M'Coftd half o( 1997 aM the' nrM tu..l( , , ( I ~JI 1 he t ornpatl.) 

bc•IC'Cl 11 h.as ~ C:titt flowlftd ~ CapiiC11) ut'Wkr 1U Ctnhl F~ttl11) tot (u~ rllnftCJ uptu.J C'lflt"Jitwn 



l\tPACT Of SEA-SONAUTY The Co.penft tnCIIUC d wbf«<IO ~ \tnii.IOftt bucd CliO cxh Mlww\t q..-at C 11t ol kift:I·Jnc.n •. c 

unca by -mol.,_.. b !yplcolly ..,..., .., •odefldt w....- llw yew,_,"' lht founlo q...,... "-< 10 bo4..Jo) • A• rn..~mt .. l..,..ll 

IN:~o~ncn ~mw 1nc:rcua u 1 proponJoo of 1M Compeny't LOU1 t'C"C'n~ \he ICaiOia&l tfnpKt dw ~ cNn&t'\ tft uwm\.,•t(ul call.,, Pflltt"mt 

"""""'be t«hhccd. 11w ~TIt unable 10 preolla 11M,..,_ lmpo<t of 1 IIIIR to 1 IM1et tcudmtiol cuvamc•"'"" 

f'IUVATE SECIJRinES UTIOATIOl'l REFORM ACT OF 199) ·SAFE IIAIUIOl CAUTIONARY >I All \tl Nl ltu. .._, c-..o, r.,. • .,d. 

~~ .. Jl>lcmmb .. d<ll""' by dot Pri- s-.1n Lttrphoo Ref- M of 199) (dlo ~Act) Thnc fOI\O .,j.-.., _,.., "I"<» 

lht bclocft ood ~of _ _,. rtptdtal Ltrt f"'"" roub ood pcyf..-eotloodud<. ·-,.,.,,.._ lhc foiiMo"'f .._..., 

._......,. llw~r'• r ........ -. cbc~r"JII-10 cntc7tl0cloaltrnoc. "'"""· 1M df«t o1 IH eotlpJc..J ,..,,.... muon .. , 10 

lite Tdc<Oftl ' •w M of 1996. loal """'" - eotl RBOC mil) - tile looJ-4•""'" ....U.. Ill< ompo<1 of ~ 
UNitpcTIIIOII.., priciltt -JNo ........... Opo<l ... ,.._ ,...,r., lho <001 mlu<t.loft WIO<J~ ..... _.....,..,,.."' nl*d dlo Not•~ •lllo.-
INI1 ollow for locrtatcd 11001 ftW)II. lilt tll,.aed 1\11.,. - lllcJ. rtltl ,.,,., ~- dw !>«"'"'""'"' ,.,...,.,. '""""'' •' ,..,.,., 
"l'<odttwu ttod ....,.....,,, the ComiJOrl)"l bcJicro ,...,~"'' • ctlutiuplilr KJ"Iet (llh.tt. 11114 nt:ltft tlnltlu <\l'ft'\IIM\ tiWn•••J muttnll\11 •• 

nut IIUI\Wk .. f..nt 

s..dt .CIV:IDCriU lrC bated M a.nm.l o.pcaabOftt lftd IA\"OhC'. number or lnctV~ II Md wn'-.no'*n ml •• Md Yfk(ft••nl~ eNol tuui.J UUI!o( UIC' ... "' •• 

..,..IU. perf""""'"_...,~ orllw c_,- 10 ddT" .-....Jty ,.,_ •r '"'"" rnW1>. p<rl'or...,.< OfiCbot-<nWn<~ <>ron>a~ oc 

"""''""by., fcw-.4-loolloc- AMtkn .. - ... 10 .,._- ,.,_ oo dint '-""·loot..., ,._,.,..., •) -• 
,....,_ .. L• ..U-"-1 "t tdft111Ct .. dM ~- &.MIIIJOfWt Ml&ti'IWMt 1.. U~M(•• • 14.h UN Y ft hah..w pu,h•llf"'\ ul 1M.,,,_.,,. A4t u., 

,-~~ man .. nMN 1:1 hcrc'by kk:nttf)ina llnpartMt fanon dull couid ~ KtiMI ,.....,,,to tt•rrn """""''I> IrON ~rrlt t,r«..,._,_, 
IMII.MI.na., "lthuwt l.llt\1\ft.klft. lhl (olkn-J.rtC ~d k\C(t O( (.(lmpC1tltoe)n In IN kkc:ommwnicMMJftt lnd~'lt) ttn..I\IOJilll lhc -.ttmf'(hiUf ( .. ton 

tk"nbtd In the: lftdiiJU)' l'n~lronmc.nl). inctuchna M.IW:)C tnU') lt~fo lht •nt«t.Al A LooJ-dlttancc: 1~1) and th< cotrc,f'M'Im• ""~'''" ,..~-.~na 

I he .oopi•on and applk:aiJ.on of Nkt and tqUltUoru lmpk'mtml.t'IJ tt. Aa. lnd~II,J lht doe<-••*" o( I C"\ktaJ ttW """' ICJutarOf) ••c~•n and 

routu lllUrpf;tiftl wwJ tCJPI)lealhc Aa. the IIHI•t)' t.o "'1-ocitac ~·os:wiaac 1.oc:a.1 W'f\lcc 'lltcmmU ~•th t l.lt. the ttmtl) «~•'ff) of f!I.M\tM:d 

Nn~ort np~nsioru and ochu rb.U 4acribcd from Hm.t eo l&mc loft tM Comr-Y'• ptuochc fU .. J '"th Uw S.C.Cwf1tt« Met t 'ctl..w\'c t•ornnmdon 

lhf tompen)' b nor rcq1o1wft to pwblkly tdc:aK .,.,.- ,...,.,n to 4.hac-lon.~lnJ tlalmwnlt (Ut C\mtt ""'""""' .nn lht date Mror Of to 

rrtk<t ocM YnMIIC'Iplle'd ""CIQ 

lb 



rAR'I II 0 1111:111"FOIL\IATIOH 

rTL\1 I. U:CA L PROCtEDINCS 

Thoma.\ J 0) mc:t lftd RIC:Mrd C. 0Do"' LCI Coca IUCihOnt UoW.""'' C..'o tt al ._ ., fUN b) l•o former tntmbcn ... r lb( (. •tn'lf*t) 'nwt~..a'tmn'lll 

"" '- ' ' I 'I'll IIIC-PiaoC....f,..I• Courw).l'lll• u,.,..,. .,,.,.., ._.dot<MIINI-bt ~~we..._, .,_,......, lll••r 1,.,.., 
I 'I'll. •J.., mom<d • •~>docl lot r.vor of die l'llloum 

Th< C-y viiU.Wd y "PP)<<kdtbc ma11<1 ou II>< S..J"'C'!'C c..., or 01'110111>< l ounl 0. ()cccmbcr II , 19%. obc l..., '"""" 1/wo, •• • """"' ~~ 
Ia• . then •n tN"L.JU'trtekna e"ldm« t.0 suttala tbc \ttdJCI lot Pl•itWtT'\ In Un::c:mbct 19%,. lhc Ma!llttfh fiW "'Ill\ the (. tNrt 1 .M041Qn fot 

Rt«~n.ucktadon. •hKh wudcnicd by the Court ln JW\waty 1997 On Apul ''· IWl, 1M t"Lttnutrs r,IAJ 1IJC1UIOn for \'-fll uft:clhOn ll t iVht....,., 

01Un1 ohlllnltfll Sllto S..pmM CN110 rtVIowlhl me. 0,. 1 ... l ), 19'17, tbc llnlt<d ~ • .., Sup«m< l'a..n il<n><J th< 11MJ>IIIh' I'""""' MWl 

thmluu , tht mott<t htJ bcfn dlii!IIM<d "'tit 110 IIHtltcolmpoo on tile l'umr .. )'ornvk• t~lllf'Ctol~l '" 1\no"'lol ullld•'""' 

Vanu" h "'c' w I ,CIIntetNikw\tllftC. ct .a and AnlCOCan Can1tnunklli11Nu Ntt"'ur._, Inc •a1 com~N 11'1 late Mll) I~IS tn tht 'uf'trm<' ( •Nf1 

t-.1n1• ("ounty , "'" Yut\. lltc p&aiAI.il'f' ~ ID brl~ a r l.t.u .._'1101\ l•• w•t •pift.W thct l 'umpan), (ffl-l~fl "f U• •'lti••Jn tw\lJ A.f1'1oNkaft 

Com.munK.Uont Nth•orl. Jnc ... OM of lhc Compwt)"• ..ats qmn In htlf\h IW1. the c.wt1 appu,. f'd • .cu,cnl("''tt "' ahu cl•"' •'"-"' '"""' "'h..J\ 
bcamf cfr«1h c U o( Apnl l.S. 1991. Tbt Cocn..-y n ,pccu lhc fin.N rookie iOn of ttm m.llk:r Nln1 t99l Md &hat t.hc- tocUkmcM "' Ill nut tu-.C' a 
m>I<T1>1 od•cnt 1..,..,"" t1w COOIOfiOI!to modU of opcn~looo ot 1\nenciol ....,.. .. _ 

Ttw ComPI") Nu aJJO be-d floiiMd., • dcfcndMi la .-.....,. ochct l~ttpaean mMKn 1M1Ckn1 &o dK' c.harxsn ot ••~ tN''"'"~ the <.."'"f\W'') t-.ri~C'n 

'' "•' ~ t~«NC'd lou COAtiiAJO'lC:Io -..rch rt1ip(C1 10 a.ll '"'f .... "' "*~' .wt • h.hovrh lhC' ... hff'I'UU t-..kt~ ••' thnc cLt•m .. o..at\lkOI N 
~ M lhu IJIDC. 11w1 (Uf1"mm pcad.laa « t:btalcftcd l ttJJ*IIIOft ~ t~tdl ..,. NiH' • nuutW • hnw ~lln.t '-"" lhc u .. nwH~ ' tnerw.wJ ,.,... ... "',.,. ... of.,_ otd>c c-r 

11 



ITE~I <. W IIMISSION Or MATn:RS TO A \ 'OTF. OF ~F.CUIUT\' IIOLOI:N.~ 

On Moy 6, 1997,1hc Compooy held lu Annual Mecdna of SIOCI>I>oklcn. l'h<T< "<f< 17.9lQ.b91 .,.,., ol l'un\IN>ft ~1 ul ttl< C:omr<•l .. tum 

-ld be •o<cd • lh< "'"'"" lllld 16% 0< 66,991.216 ii>.Vtt of Coil\lft,M Sl«l o.m ~rd t1 wdl mmona. uo l"f""' "' by l"••Y· ••o<h 
co.udtuted • quorom... The rnulU •"'Cft u (t)ll&WJ: 

Wllllll!!.ll 

Wilham r. Connell 
JuHu\ W, Ervin:&. 11 

S9,9<0,Z24 
S9,11<.126 

7.0.l!.Oll 
7,1lJ, I$0 

l>ou,W M .,;.a~p, Oeora.c M- Perrin. H. Brian~. John L.. Voscb&M Md Thomu J W)n.rw wnw'lut 1o Kf"C '' duc<1on of lhc Com'*'> 
Ri<baod E Co•anq)lwuoppolnl<d to the Compoay'olloord ofOtt«.tor._ to nil• •_,q. on M•l l , 1'1'11 

<•l. lll.lOJ 

AOA!NSJ 

u.266.m 

AGAINST 

L04l.$01 

ABSTAIN 

199.79J 

AIISJ t\JN 

:n •.n) 

M•ll flu.l~ ~,t( w toe.IC'C'lk)n b)' llw lk111h.l or lJiJc«on ul A~tl'u.r 
Anc:tcnm LU' at 1M UKkpcndcnt pllbllc lltCount.linU 10 avdr& lhc' 

<·om,.., to coruol~ nn.dolllll<m<llll f« 1997. 

t>tJ.SII, t20 

AO!I!l!SJ 

117,049 

Ill M b tXIII!II fS ANI> RI!I'ORl SON H>I\M 1-t: 

A!l\T!IIN 

un June b, IQ97, the Compan) Oltd. lt'P'Of1 on furrn J..K kl (rk. ~l.lltCtnc"ffl l)f I.IIJ•h"ll) unJcf lht lruH ln.kntv•f' "'"' 1)1 19,\Y 

rri•Unato the Tt\UU'C rex &he Noca. 

On June 17, 1997,lbt Cccnp~n)' filed I ttpOn on ronn l·t\ -.o fik the k'aall')' optnNWI rdallnJ w l.f'lc .sou, 

J l 



SIGMTUBt 
l"urwuu lo lhc ,~quimncnlJ of the Scc:utida E.tdw\rc Aet o( 19)4, the" rc1l.u.m ha1 dul) urutoed llu~ ccJ"W1 1u tllf "Jncd o.n ,.., bd'Lall b) chc 

uodcmincd 1/>CRUniQ duly oulhotlzxd. 

LCI II'ITI:RNATIOHAI~ INC. 

DA Tr~ Au&llil I 4, I 9'11 

O.kfronanci&l Offi«r, Sm!o< Vi« Prt>Hkm I'"'"''" o.nd CC<l'""" ll<'odormrnl 



101;11(\\.llll 

II 

tXIIIJJT II'IDtX 

1'*""-wr.~J,) t( ,_, l), IW1,MWM~l.C11MuMI__,.liiC Md rltM f fl;nl. N...,..., 
A•MICIIUaft.. tt T~ ,.,.,_w.._ Wlllc l~.tSaUot ~ S«urictn ~ 
~Wot.-otowl'rk:-. c~.tw nout~.r04M::.-. nrMif•.._, ~tc kf'Mtel.-
'u~• 5c"''lf ~ ctwt A~~tc u. 2ocu c•) 
l.mplo)ate:ft4 A~ 4Mcd J......, l. 1997, ~ LCf t.t~ k'n-leu. t.. 1t14 AM«" 
U"t._... 

s .... ~P'W.. c~·"'" tlr>w Shw £.atMp 

I"~[)Jtl~ 

'-""d br """•""'-.,.. ~ Qoancrtr ~ '"'''""' 10.0"",.. ........ , ,. .... 
~ JWIC )0, l996 

l~.t4C'd b) "'~'t"" hm W CompM)' 1 C)IM1Ctly Acpun on ronn IO-O'A to. lfrlt qv.anctl) 

"''""' mdr1l ~brdl J I. I 991 

IACotpnutc!S by tfl'Cft'f!U (tOM th( C"omp..,.,, AMII.al kqlon Oft r onn I 0·~ b eM pu"\od C'~ 
l )t(cm."'' 11, 199(, 

)0 



LXIIIDII IOIIK"'"I 

Tlu\ f.mrhJ.)"""'t AIJ'ft"'DC''Iii b C'llkrC\i aMO u oil_, ) . IWl, ~CCI' It 11~ .. -..a ~ ..... ff'Wtll \conKn Int. a l)fU,.•~ ''lfl"'••IIOQ 
tllw"l'-r->"~andAM<K o.,._rEamathc"l 

WIIERf.AS. EafQIII'tt 11\4 •.M CompMy dftin kt t:mhod) in thh Altn'mtftl ttw '"""-'aft~.! c('lftoj•uom wndcr "'"'""' f \«\111\c •h-all he C'"'r~•'N M 

dwC.,..,.y 

NOW. n II Rill ORE. 1M poll in bcrcby ~&~«· 

Allllt.:I.L I Employm<ftl.lluii.,IIIWl Rcll'(>ntihllllln 

I 01 PJ"ftktymtrtl lbe Compe.ny hctcby cmJ1IO)) I'" .. "''-~., ~cnttK Vn.c 
I'm Ideal of llw Coml*!r _, ,_ of Loco1 .,.,.. oct• l>o• ,....._ 
cfrc:<lt\C u of the dale o(dm AsrumcnL t t. fC'\Iti\C hcftb) x.cq:~~• 
_.......,__ • ., ... llllll:ol)' ).1997 

I Ol o.aJcs IIIII ~bilitJcs. t..C'C\111•< \1\oll hone w<h d"'"' ond 

~--... ~-·ol>h""""'_ .... 
sllall ,..,.,., ta lilt Ou<f F..l«<lllY< omen or 111< < ....,..., 

I OJ 0... of Opmolon. Eaccw• <'• l"locopol l>l>< of"~'<"'"'" f"'lht 
pcrfoia- o(lou cluuo IIIII 1 ; obi!# on.-, 1111> ,.,_ 
Wll be 1M oflko or lht C..,pony Wlftnll) loaltd "'Mol un. 
VlrJioia . ..... ldal. ..... rva.IMI E.u<vu\f ••II perf"""""" d'""" 
and _tibll ...... -" ploca .. >Mil f-l-10 ·-1>< 
rca_,y 11CCCUa1Y 10 MOll h<t obll111kwu hm•IW<r 

ARTICLlll Tctm 

J 01 f(ffh 

Ct) lbc knn of &his J\.ll't'Cme'nl Ubt • r c·mn t.h.lll hlmtnom(c <flntu f ., ••1 the~" '1' Um t\ar«mc~L """"' ._,.,,hnw h• 

an UtJHal pcrlod oft"O )fin cat~ot "Initial J(u"·' and "l•ll \Vnlif\U( for an a.ldlhoo.alllf'(to)f&t rc•Nll.l Uht .. ,f\IM'I'IJ fttm"l 

un~ dw <"omt*7 PfO'~ .,.,.nett no4Kc- of '"'"'mwh«WW &o * 1...\«uanC' • kalol & ""'""" NfUff tht ftld t•f tlw fndu1 
I crm t hi' 1\J't"fm(ftl tna) alto t't' lcrmln.atcd ._, rnn tdnJ m Ank-tt V 

(b) E-.C:CUU\t ltpf'C1C'ftlt lind • ...,.,.,..h IO thf t'omptn1 cNc. &o lht ~ ••r .,, ' ""'"' .. ''•' ••uth.t U-. '""'"''••,.. ..... 
ddtlCY)'e/dt.b ~ DDf dw ptrl'Ot'fl\lftC'eof hC'f 4$-w~lf'\N'Int"'"-.. • \k•l-'ot ,,. "''II th•I•IC' lt.c l'fU\UMtln~tl M'l) Cof.htf 

l.p'Cfft'MJ'It Of obhphoft 1o wh~~th the " a ~'*" •w tot • h._ • .,., u ,,........., 



JOI ~. llonux .. odllcndill. As_.....,.aod__..._r., 

lh< .,..r......,... by u-lvc olba obit-- diu A.-. 

I '"'""'' !>UII be mtJik6 oolh< ro11owq (...-.,.... 10 -~ <&W. 
10 .... _ ....... of Aro<lc v bcnol): 

(a) The C- ol>all PI) EACCUIIve 1 - ulW)' dun., II>< Tum. po)'llblc ., - "1111 die .....W M_,, 
ptOCtdllfts o( lh< Compony and .. bjta IO -h WU/lllokh.,. ao4 o<hct _,w cmt>lo)« ckWa ... IOU IN) be t<qulmJ b) LI'O, 

lillie no1< orT•o ICunclml fot\ml"""""""" OoUan(Slll.OOOJ p<r ,..., 111< c..,,..., tJI«> 10 "'""Mil_..,..._ 
nc1 leu r"''...uy lllto annuolly dowlna lh<l crm 

(b) EAccvllve tllalll>: cllall>l< 10 l""'klpalc dorlnalllc 1 ""' In >u<h I• I< lnwn~~<c. h<•hh, dotolttlrtJ lllJ mcdlulln"''"'" 

bcuf\IJ, ao4 In-.,...., employ« bcntl\1 pl.tno and ........... !Mila """"'""""· '"'the htncl\o or the cmploytn or lhc 
Company, u may be main1.1incd from lime to lime tJunn.a lhc Tern\. in~ CtiC an 1.hc ntcne and 1n lh<' m.tni'\Cf •'"IKtlc 10 

W.Cr senior aocvtms of the Company ond >~~b)«l 10 oht I<JTno """ .,. •• ,....,, or wch "'"" .,. 1"01"'" 

(c, Euc:ulivc: Jhall be CDIJdcd LO • fout.-uL p.u4 "tcaiK'fl pcnodi Cbwl not nccaAnl) COftt«\III'C uc:ali<WI •«h) \futLnJ 
cadl)utO(ti>< T.,.... 

(dl U.C'Od.IYC aMil puueipM.C: dwlftl"" Tcnn ,,. Mkb \tod. PpfiOftt,. boMa1 MrJ ochc.T Mt'lolitl\t' t.omr-tnYUOft pt.ft, or \he 

CompM)' u mq be a••Nbhcd from UIDf eo lmw frw t.urni.Mt) ,.1\WtdC'UC\dna 

(<) f.s.ceullvc •ill f*lloll*< Ia .., CACCUI~>< "'"'1...,,..""' ""'" coli< "1'1.,"1 ,...,...... 10 "horll lh< C«nPf"') ,.,u ..., 
l..a.cncf«" 1 qu.at~Cfty cash boaut t. • ltiiOUM lif'P'O"C'd b) &he l"omrcnut10n (onvrnU« of llw tomi"Mr't UowtJ of lhrnt.on 
and cktmtt.blcd by &be c:omp.y't Chkf f.Maltl'( omcu I \C'C\IU\( • ill "''C' en tlkil\ ~ fhtl\1"""'" II'I(C'fUt\( IMf(t bvrun 

under t.bc J"l.n Of Ji\.f)•(n-c pnunt (6J,.) O( l.A«uii\C't bMr ......, ~&odiC lcm\\ an.2 Cond!hOft\ u( lhc f'1.M 

(f) Th< c-pony "iiii»UC &cartl>< opllott> w ""''"-liM llondr«< and T"ml>·'"' ll>ov.....J flll,ONll....,« •f '" 
Com.moft SCock p.nuanllO us 199YI996 SUI( II. Op1j()ft l'lan tthf •lnutal Opttoru• t fh.c C' \ C'rtlK' PfK.C' u( tbt-w Of"' Kin' )Nil be: 

the "'"II' or the blah w IGw 11'111in1 Pfl« or 1J>c ('ompon) • «>monon IIO<~ on IanuM) :, 1'1'17 I he>< ~k.,l tr< 
cnnalnJC111 upon the eppto•nJ o( Uw &rant b)' the Co"'r'O"f• ( •t)mptn'-"iC'tn <:ommm.« and AI(' •ubJf\t ,,,.,b( rnlkt\llilrll '~''"' 
(I) 1tm will vat aod become cnrd,:ablc Uft the nn1 annhct""') or the cb&c u( JtWll or t.hc: opotK;n-., anJ Cil} lhc' lbal.,kt ~ill 

'~ and bceomc omiNb.k 11 chc rae o' I 66'• po motu.h on the lui d.a)' or Cl(h month tt\nnntt N~"•lhr.tW•.na the 

(otf1o4na \atina tehcdl.lk~ tll wvtt;ttd lnU'-1 Opt ton' ot•c•n•Jl) trankd ••II 'bl 

l 



and bc<omc lmmcchatdy nci"C'tvblc upon lhC' uccunmc:c uf a 

Chins< or Con1J9! CH hcrci111l\n 4dll'<1ll 

fotlbc pu'fi'O'C Of lhb ~l,. ·t"'htn&c In Conuot• ... u. be con:udcmltu h,a\( Ot:CUrmJ Oft {I) thoc ~cor d'tC .cqWl),j114)1'1 

b) wry P<'JOII. mclcy « '"""' (•ilhin lhc mcanlnl of S<nloo U(d)()l"' 14Cd)(ll uf lht ~"'" F""""J< An or I~H~ 
other Lh.an E.t-t w.,.,.._ PlnnatA Co.. ltiC-- (or tn) cnlit)' con1JU.I.hn~ Cot~lruUnl by., ui\Jn <MmKW1lootroJ "'1th, du«tly Of 

indir«ll)'. E.M. WllbwJ,.. Pincut .t Co. Inc.) of more 1h.io '014 of tt\c lhc:.n u~.~,,...,nd•na HIIIU'J t«uutt.e. o( the Cbmp&n) 
tnlllkd to voce smrnlly ln \be ck:ctKMt of dJJcctOD or (It) i.bc" dale 1hc ~atrbokkn of 1h<- f ·C~mi'Wf') •N"''\c • mcTJct nr ~oak of 
aJt Of au~and•Uy •H oflhoc auc.ta oflbc' Company. 

II) U«Utiv-c $hall be entitled coM ann\IAI n.ear.tl\c p«quh-nc allo-- IMK't <~I w )• .. of I 't.utl\(1', ba'1C .tilt)' diHklllhc 

Tcnft 

{h) ~C'C\IIh"C shall be enudcd fO .n tukHnobtlc al~anc:c equal h) tllrcc llundr('lj lh'"' l"'•llan t S 1\(1) on.:-h tw~ ... cd.l) p:t) 

pc:nod dunn1 U-.c T crm 

J.02 £>.-- The C"""*'y w111 rdmbutoc l!x«ud•-. I« I'CUI<\Iblc 
bu~dlltd .. .,....., lnaimd by hcf .. <OMC<tioa """ lh< 
l)tf(om""'cc of hc1 duties btrcunckr durinJ 1hc T mn. wbj<c1. ..,..., u . 
to the Company's pol ida rclatint to t~ulncu.,.c:Wed t,)pcftK'Sat i.n 
effCIC't from 11mc to lime dutin.a tbc Term 

ARTICL~ IV· E.ol<hnivity, Etc. 

"Ol t· • .ul\d.I~••Y· f'.Kcculivc aana to perform hn duca, rcspormb1h1lo 
and obi•JIIlon• h<mlftdcr c~ and to lht bnt ofhc1 al>oll1y 
t:'-C'IC~ti~Wt IJIC'CS d\al tJx vrill de\ ott hct c:n:t&rt: u l)tllnst~mc. ta•(l 

~ aucm•on and bot ctr~ to such duuc:,._ n~J•tt.licla oMd 
obll.ptloM ttv'ouJbou1 lbc Term l·:t.«vthc aluo •tf'C'C'J 11\11 ~ •In 
DOLcJ\&AIC: tn anr ocher buJinm act I\ ua.. pu.n;unf fot Jain.. p-or•• 
91 o-4hc:r ~nluy 14vanLaJ.c, ttuu liT compctdi\C 'lltllh lhc llt\lt-llla 

ot the Ccwnr-ny. cxtrpt u prmictc:S ill Sccdon .c 02 he-teo( I t.l'('Uiu t 
IIIJCd '~"all ofhcf l«lvllin u an employee oflhc Comporl) >hall 
be on confoonlly wllh 111 pm<nl ond 1\nwc polodo, Nics lol:ld 
•ccut.&t!Onl and darections o rtht Company not •nconthlcnl wtth th•' 
AJ.tJrcmcnt 

.a u~ Udw1 lhuJncu Vebcu.rcs. Ucnllh c -s«'D \haL .10 kwla a.a )h( b 
cmplo)td by 1ht Compony,lhc -m ..,.,..n, dlr«lly or mdJrmly. an) 
coniJOlllna or .-lw>l4dl or Olhcf bmdlclal ilucmlln any 
buJincu c:ruttprU.c: •hkh b t;Opttd ln. 01 tompc:tllh t ...... th. M)' 

bu-Mncu mJIJc:d 1n by lhc Coml)lny NOC'"-fthToland&DJ lhC' fofC'JCtlnll 
I '"w1hc m•r ., .. n. dlr«1ly IH lrkfu'C"(11), vp w j,. o(lhc OUI~M&hnJ 
"Plt:al•locL of lift) bu.atncu h•vinJ 1 C'lns of c.apit~ r.tod. ~e~bkb u 
u.u.cd oo Jn)' n.MHIO.IJ J&Od adw1&c cw .n &he over·thc-cowuu 

'""'"" 
) 



4 OJ lluii.no.s S«rtu. CoaC~_tbllty. Non·ln:tcttttence 

I•J All tltl\l.llllf w itlleml er tHty ~lnillftCI•olutt "hot..,..,, In lllld "' "'""'""" I'"""'~~~~~ «Jf')IIPt•""" 
Pf<II!CI11a ru...uhetl&o d.. ~y olih ,.hkh l!u<utl>< b In iny "''Y -.t<d ln th< ""''"',_., of h<r dulles and 
obh'*JJom bcfeundn • ....-11cthct the wnc wc'ft ift,..C'nta.t, crCllllcd. •ritiC'n, lk\C'lor«l. t~o~tnt~tJ ,.,.~~o~.~ucc-J Of dn.ck-n<d b) 
l~ •. ucvttvc 04' by any ocher pe.tty dunnJ the Tctm, \h:all, a1 brt•«ffthc ,.nt« htttl•'· be: ha•omc &"d rcnuln the' \ol'tk nc-lu\.1\C' 
propn1y o( lhc Com$*')' (Cif .,..) aad all pvtpo\0 and u1<1 ~h&lt.()C..-Cf, And l:...n.-utnt lhaJI h.\\t no t lJl'll. 111 k Of l.nt.crht a( &n) 

kind (I( MIVI'C' ""-'trdn 

(b) tb.«u:tl~t .. tta &hiM lht "Ill ft04. • ant llnlf tlut1na tW •Or• the Tttm, ~f v.e ctl ur dnul1r tuM) , .. ,., prr.oo, litm Ut 

CCK'pORIIJon Ill'/ ll1dc ot bvtJACU KCrd. ptol'ft1. mc"thod 0t meiM. Of any othn canl\cknuat anfllfm•110ft conurnrnr: tbt 
bu.tincu ot patkkl o( &he CM'!f'MY whkh the may ba\ c- kat'M\S In con-l"tC'C'ttOn ~•th hc't cmrlu\mc'nl hncu.onckt ,,., ~ 
o( tbl• Aafft'mrnl., • •ttllck Of b\ltll\<b"t M!Ut'l pmcttt. n~hoJ cw nt«tn'- nr .n) ,_.he-, .,,..,fhknHallnfu,mal~t~on• \h•ll fttonlft al\,1 
IMI~ -..rlttC'n l"luun.Mkln ltu&N u conn....kt\Ut.l '"' _. • u..Jc to«ttl b) t!K t.,'uttlfWU) I ,t.,UII\c·, ,)bll.ataoe un<kr Um 
Sect~ ... O).(b) tbaU no4 apply 10M)' •n(otrl\lhOCI w.hk;h Cl. IJ k.no-.fl pubiJCI) . (u) h tn the' pubiK ibl'laiR or hcrnnt., mlt'n 
u.. public domaiA w~lloue lhc (ouk o( E><«111h <: (Ill) It .._ft to EMcull>< prootto 1oct r«cojll ur web '"fo•m•<om (rom ~ .. 
com.,..,, .... ~ by •rilun ,_... o( llllt< ... lvt, (l¥11• hnHII<I dttc'-'1to I '"""" ~r • ihlrrl pu1t ... ""''" ... 
ubiJp Uo• (I( coj~Jidm<eto the (.lbl!ljllll)': 111 t•l tu<.Oht b "'~"''"' 10 diJ<i<M .,... lr1at urmpul''"" I "'""'' ..,,.., ""' 
lo mno~c from tht pmn.i.td or1bc Com:p~ny, CA«pt a an mtplo)tt nflhc Cl)tnr-n) Mlpul-,ut1 of the N"M"l.' o(tb< e(IITif*') 
ut C'~~ •' •pcciflally pcrm111cd fn ¥onuna b)· tM Ctwnran) , an)' t.ioc:umc"t11all 11th<'t '~' ~,"i,,•,n•ncut rcOt:tr•nl an) W~.h 
(Ut'lfWC!nti•l ht(ocn.Wkln lt\n'-"l'c rrtotJdiU lh•t all ""h J«\H'IK'tlh &n\1 ofl)<'l.l\ ""hcfltt'f \k\tlurc\J h; h,., ut t1) )oMOC'c;wt< 

el\ot, "'II be- lhco IOir tldUJI"f ptoprJt) ol tbc (ompatl) llr«t &crmlrw'oo or her nnphl)n'ICfll hctt.."\irdcr. 1 \nuu'' ~htl l 
promp(Jy tikhYCt 1:0 the Com~*')' aU wch e«~tldc-Mial •nrotTJioldan lnd~ ... •lt.hou.t hrmlahon, aJI lnh of c~. 
~..._""' ¥M4ctn. fO!N'P<MifMt , ""OUIII\. ~onlt 11M ""Y r'llhtt dof••llfllll '" Jll<ljltft) m•k Ill i>cloll>f ll<r •J< -
htl Cuittlol lti ttllllotl 10 lk boi•IMu .. e1Tl1n or tho l Oillf*l)' Uf Ill ~ ....... "' alnh>let ond "" <"!') ., MY ... ~ 
contldtruul l•fon'rlllloo ...,.., be maln<d b)' h<r 

(tl I "._wthe ,t.,.fj Atl'l~ •hiMJVt prtot ~linen pctntU_.k_,, u, lht ( IJfiii'Jln), tuf • J1C'fl•"'lllf HtW H .. • ahtf lhC' ' !!llnUJ.WfMt~l ul hC'r 
nnplo)mcnt OOcwMict. chhn alone or on bduJ( ol aft) f'C'I"'loooO t>t rnHl) , t i) :aohnl Uf u'ldU\.~, Of ~~ M) nuni'M'r atam.l"t ttl Mlhe!t 
or induce. M'f pa"SSO1 cmpto)~ by, 0t U IJC'~I o(, &be Comp&n} lO t:tnniM&c wet. rcnon·· t""ffiO) mtn.l Ot I, me). Ulhc CJIW' 

MIY be. with liM ComJ)Iny or wf1h f1tY IUCh ~ laty 0t (tl} di--ctt. Of lf1cml'l IU d•H·rt. lilY pcnun connm .. Of m111y hurn 
doln1 bwlncu " kh lh< Compo~~), 00< will &be lllt.mpl to ln4~~« Ill) 

• 



suc.h IX'f1(ICl. COMm'l or tMhy to «uc Of C'ut\&1.1 bcifta 1 

cuuiiii\<i "' •ul'jjllo •f till CMIPIIIY. 

(d) E.u cutivc • .,~ lhll. l.llltly lime WNS (tom hmt &o time durina Mel tl\a me- ram.. .tile .... ill C:t.t\.'-!Lc M)o and all dllll."mtTib 
wbich the Compuy ruy deem ~y I'IC"CfttM') or app"'p"i:aCc to c:tftttu.&U lbc: Pf0\'11-tOn) o( ttm !a«<wn ~ 0) llu. •I~ 
I&R'td tbal lhc pro"btoas of &hlt Stedon • OJ lhll3 ~nsvc lhr tcmunaoon (Of l.t'l) rc.uor1-. ut ttu1 AJt'ttfl'nCnf ot l \C"\uthc"J 

cmploymmL 

ARTICLE V o T~rmltWk>n 

Ml Tcrmlrwion b)' doc Compony. The Compooy ~hall...,.. doc rlcJII IQ 

tcrm1M:tc lbc ExC'C'UtiW'C's employment ac M)' tunc (Of •Ct.uJc• 
1"1'1""<' orrhis AP=JCIIL ·c.-· WJI ,_ (ijoul»w!!~ ond 
"""'mucd f&IIU« b)' doc Eltoalti,.. IQ pafonn b<r dulles hc=mdcr 
afttt helot pro• idcd wrill<ll oo<lc-e Md lhJrty (JO) d.lys 10 CUR -h 
foil"r<; (•i) <Oildua ~""''T iruubofdina<c or du.lo)'OIIO doc 
Compony: orlili) doc<4ftvktloll (Ot lhc ...,Inion of• felony. 

5 02 Oc:ash In the C\ cnt f..:lCC\111\ c d1:tt dutlnJ the 1 c1m, thu Alrcccncnt 
tJW1tutotnthetll)' t(nnln.llc,. JW.h tc:rmi.W•on lobe ctrnm con lhc 
daiCI n(l ,ucullu·'tdcllh 

j Ol [)isol>•lll)' In doc <•<nl thai Ea«\\ll•< oholl •ufTu a dl..tllllly 
~hioh Wll ha>< prcvcmod h<t rrom pafonnJna ,.,bf0<1o<il:y 11« 
obliptiOftJ Mttundcr for a period of .. lata..._, contceu~ivc mocnh,, 
or n•nc months ifl any 11-month palod.lM ComP*")' shalt ha'c the 
nah• 10 tmnlnaac lhiJ 1\aftCmCnt. wm lctmlnattOn liJ be errc<'ln'C' 
upoa t.M &l'h\& ofnoc.iu lhctcofto [\«ulivc in ~ancc ~tlh 
S«1"'" 6 OJ ilor«>f. 

l .Q.I Elf ocr ofTcrnnnalioo. 

fC< 

h) In &be CYtnt o( lamil\ll~ or lh1\ AaJ~t b) C"athcr pAn) for ltl) rc.a_,.,. Of h) tQ\Utl vf lhc I \C'\:uuh'·, dc.tlh or 
daSAbtlity, the Cocnp~~ny JohaU pi) h) E~C'<'\11t\'C (or bc:r brncficaat) an lhc C'\t'nl of hct dccashl IJl) b;Dc ~IM) or Olhc:r 
compcn•Son c:amcd but riC:Il pUct ~o LucuUvc PfiOJ ID the- cl'fc«hc d.alc u( ~h l(:rtnlMttUn 

{b) Suh]ctc 10 Scaioa S.O.C(c). tn lbc C'tctll or ICntUI\IJI.(Ift or ihtJ ~Jift'mc111 by the tcwnr-n> i!Ufllll lhoc lntltilll lcrm « 
Sctond TC'f'm OLhcr then fot C:IUJC or f..\cwtht"J ckldh or !he CM'Ipa~ty'J lkcttmn tn ''umnatc thh ACfC'C'mCnl as tile: end uf lbt 
Jnk11l Term by pro\lldinJ "rsucn noh« ln a«otd.anc'.c .. lth Sect.on 2 Ol(a) Jbo,c. lhc C'un1f'M) \1'1 .. 11 (a) P"~ l'\t\:UIHt • 

tc'f'rrMCCptfmcnC 1.n an amount equal to the annu.aJI buc Milt)' off.AtaMt\C, Pll-.blc •t1h1n th.nr (lOJ lob)" tnct tmniNtiOn, 
Cu) (.Qti,,ftUC to J)l)' f'...,l.(CU~lvc hct btic ~lit)' (Of. pc:rktd of t~C'I\C c 11) monlh\ roJm inJ ~h lctmtnahv n, and (lUI dunna 
~ c-.'thc ( ll) mcwu.h prtiod foUo•Ut• tcrmlrwkw\. t·cunttunc t .'«UU'"' (ot l'OURA tCoruc~tdalcd Omntbl.l' tlvdrn 
Reteneill.ation Aa of 191S} peymcnU IC1u.&llj mldc: by l.U'NII\c 



In Dtdc:r &a wtta.ln f'_\.n:Uit,c't lhcn nl"l"J KlJpc or mn,~, .. , 
CO"ft1,g.t '" effrcl on lbt dMe o( ltrmmatlun 

tc) In the cvrnt ..,y PIYtncDI Of bmcnt R"CCI"N or to be ruthtd by fA«vtJ~c rvrw~~na tu lhi' Att('(1f'lo(ttl tn CtM\Mttluft "' 1Ltt 

• ~,., .. ill COolrOI ("Chon"' In Conllul i'lo)mcnU"I .. , .. w ... be <iOcdiK'<Ibk in •1101< .. in ""' r .. r«<nol ln(Oftl< ,., 

purposes by ra.aon of Sccdon 2100 of !.he ln~M\&1 k('cn...c- Code of 1916,., 11ncnJcd (lhc ·co<J.c·), ~ ChMip: u'l Control 
P•rmcnu. shall be ttduccd by the m.udrnu:m amuu.ril n«n.wt) &o ptetC"n""t tkdu..1..tbthl) ur we~ Ch.at-.c m Control J'•> mcnh 
t-'Ot putpOKS or thb llm1tadon. no potuoo of 1M Ch.MJC ln COftlrol fl)m<:nts ,.tuJI ll( lal.cn '"'<' at.cou.n1 1f Ctl m lhc or•n•on 
of rax O>I.UUCI "~ by Lbc: Com:pany a.nd rc::uon.tbly .-ccptablc lo lhoc: E.~.~.-.. c~ l.hc: 0\al'\fC u( C..~onlll>l pa)1TK'nl don no1 

corutillll< 111amo J**lolllc Pltm<:fll " ldlon ollr mnn•na ol !>cellon liOC'~bXlJ olallr Cod<, ...S 1111111< •olut or 1ft) '"'" 

wll bmtnt or 1111 dcfl:md ...,-m<nl 0< bcnoOI IA<Iuclcd In aile a,.,. ... In ('"'"'"' l'o)m<nU IIWI be dci<Jonon<ol I?) 111< 
Compllly'o lndcpaldcnl oodiWW11 In - "'"' '"' (I<Jn<lplo or S«<IOII liO(l(b",;!) Olld ,., or lloc ~ode ...s <h< 
rt~•l.oJlo<ulhcmondct. 

ARTICLE VI. Mit«li_, 

601 l~J(( ln.wranc.c. Eaccu&Jvc lltcc:S U\aa lbe: Cocnp.ny ot any ot II) 
.uO.Idlorlcs 0< ol!lllot"' moy apply (or and >«wellld ""n'""'''""' 
on E.uev~h~c'ollrc (In_,,. d<Wmllll<d by an. Com('OII) 1 
oaren 10 <CJOPCt*l< Mly In aile 1pplicollon lor lftd ,....,ina or MJC!< 
; • ..,,._, lodoolnalbc .....,Iuton b)' E>-1 .. •• MJC!< r">'""' """ 
QCha c.umtnationt. end tbc I MWc:rlnt O( MKh qUddOftJ and (u,mltl\lttJ 

of'UC'h fftformadon by Exccullvc: • .,. ray bt ~uuaS b) I he unW1't 
of W~::h lnsunn«.- Noc-... itht&Mdln&ltly&bU)J to lhe conltW) ronl.tlncd 

hcmn. rKil.lou an. Compony ""'111101 k• ~1&11""' ami..,., 
>ll•lll'f rtq•lml to oblolnllf7 IMiflll<\C lbr .. on hchallur 
'-'""''"'· e.u(lluP<O•Idcd In 5«11on J.O It b) "'""'r 

(I) Tblf A.,mnml >hllllft\IIC 10 lhc: benefit or""" hc bandon, upon~"' Compan) llld "' '"""""" ...s &>11Jn•. UK I <>don .. 
whboul Umhadon. atl) corpot'lll..ioc Of penon "h1ch m.l) .c:QUU'f" all ""~uaUy atl or lhc ( "(lii'I1J'i&n) ') bKb 01' b\1\;M\\,. ot 
whb ot m•o wbich the Comp~~~y rM)' be conwl~ ~ ~s:.ro Thhl 1\f:t""""'a' ~II abo l.nun: Ill lht bcn.cfil of. <1nd t'( 

mfottttbk by, the fa«UUh'C ll6d bd rcnonaJ 04' ka;•l rcptntni411'C't.. c'C'C'Uinn.. a..fnmu-unrou. '"*'''n.\100, tM'Ih, dl\lntl\ltcn.. 
dcvlto~;U and k'Ja&C'ft. If the E•cn.sl-..e t.tK"'lJ dk '-'hllf WI) arnuunl .,H ~Id \1111 t~~e f'il).INc' In lhr l \C'W11\ t hnc-ul\\kr 11 ~ 
Nd tondt'lued u. lhc. all auc:h an~U thall be f'&it.l 1n a«uNancc .-ollh lhC' lt'ltf\~ "( lh.u A•:rC'I:n'<'nl lo lh< I '«utt\c·, 
btncf\caary, dcv1J«.. t.cs-sa: Of othct lksiJn« Uf, 1f IJKrc •l no 'uch t.kt-1$-1'\CC. Itllh< I \C\""\Ih'•c'~ ~c 



U~) The C~ tbaU RqUwt M) tuC.'C':C»>f t•hnhn dll'ttt cx aodt~'C'Ct. b) opc::nhon of t..• b) JNKhlx. l'Dt'fJC". 

CO!ooli4all0ft or -...be) 10 all or ......... 1>11) all ot U.C tov........ ...Vcw ....,. ot Ill< Comi-1 10 "~'«'"I .......,. loOd 

_ .. per(..,. .u ~ '"'"'--.... 10 '"'..,.. .. ...,. ~~ur ,,. c.._, . ... u"' '"~"""'., ""'"''" • ,, 
110-" ........... Ud tal.to 1'1-

6 Ol ,...01,..-n Afty MUCC tcqvltcd 0t pcfm1ucd ~t .,.,.11 be_,. 
•rM.,I end 11'\&U be M~tndc:Ddy &J_.m JfpcnOMU)' Ocfl,ctN or 1f 

-b) rtrltlmd orwllflcd ...U.""""" lf"I'Oid, "'Ill"'""' 
..... .,. rtq .......... by o-moiJitl-* illlllmiH 1•1 In lh< .... 
oru.cc_,.,IO I.ClllllmiOilonal.loc.. I IIOa...ntt.>n> IJ<ht. 
~~.urc 100. Md.can. VUJ.Inlall101 Antndon t"JnC'f I "'C'vtl~t 
()f'llur. or 10 tloiCt. Mh« eckltnt .,.Ucw \o the tai.C-ndon oft\M.h 

0<11<1 ll<IIOO u til< Compony IIWI d<tiiJ>II< by • rlucn notltc to 
I.A«VII•t,llld (b) Ill tile cue of Eaccvtl~. 10 An"" I( lllnpman, .1011 

Chnlool. ltood. N.W. W""""'- O.C. l0016 or ""'b odin addrn• •• 
l.•rclrll•• alloll ~by wrinra nodcoto tile Cornpony. An) 

11010« ' '"" hcftundcr Jllall bo dcancdiO hlvr bom Jl•rn or til< umr 
ol <«<'Jl' lllrm>f by dot penon 10 ·--" nooi<r it al-.n 

6 ~ c .... ~~......-~...- Subjc<t 10 Sea-6 10, lhiJ ,.,,.......,. 

......... lhc ..... ..,-old><~- ..... _ .. 

lhc "'"'' ond cond-. ol::a-r.C> aeplo)"""' d"""' lhc I"'".,.. 
..__ ... , oodlllpnor...-.llld-......d~~-"""" 

• nlkn or \nbM., ~ocn Chc prUn llcMo """' rnrca eo ltln 
,....... flus......,._ IOU)'-be~ or -rfrod ncrrc b) .., 
lft\ltwl'lftll •n •nlllll a.tpcd by bocb ofdM pttt.a hcMo In &he' 
('\C'ftt of In) ~ bn-cca ~t ~~and M) OtTer Ldkf 
c.m~C<d b) lM<.U• c. II>< """' llld conrllt"'"' ofllll• .._,,_ 
t.h.&Jisoum 

, OS WIJ\tf The wthCT by either PI"Y of• btach or 1ft) f'WO\U•on of 
lkl\ Alm:rMnt W.Jl not opcn!U 01 bt- ~JUV«< 1.t t COOII.nuin1 
·~•" Cf ur u 1 NftJC:nllO or "'"I vet of uy iUt$(1~nl bfoc'Kh hcrrot 

CJ 06 ltc:ad•nt' The: Ank:lclaod S«uoo hadtnp t:w.rcttt ate' for ron' tttk'ntc 
or rcfncntr- on~. do noc COMlitu\c • pan ofd\U. Acrtcmc:nt lftd 

.......... bt - 10 llmlt .. atrm any or lhc I'"" ....... bncof 

h Ol J nllllf\.('nK"M I( My ICIIOit M l.a• or in~)' tt f'lrwJhl b) Cllhct 

.,.,, h<mooo...r-cw~ooap<~...,.otlllttcn~Uotlll" 

~~~ llw""""'""' pelt) -be .... led 10--·"' 
lhc odin pert)' o(dw--.1111<1 o.pcnJ<O -.d lo 
.....,..._ •rdt-aalool~- ........., •• ,...,~ .. 
a.lolrl"""' 10"'1...., rdodOOOoo~idl ...chpott) ""1 bt.,utk~ 
fuc"'''c JNJI l'ltYC" nona,.bl cocnfote'C' M) ofJwr rtJhh lwr~ 
b) tee\~ 0< -..,llnJUMUvt 0< Olhu tq•robl>k rthd and 

.W.O..Icdralhll-. .. ""' onldcqu.alc rtD!N~ r .. tlly bruth "' lht 
Compony ofthiJ ,._., 



t:XIIIftiT I I PMI MAMY 

I ot 1hc lhtC"t MorutiJ I ot the- ~I\ MDnlh\ 
I rNsd J,ms JQ lnJN lyac 1!!, 

1m m.tl 1m l.22!! 

ISCOME ON COMMON STOCK 

NIIT INCOME Sll ~ Sl77 $.< I 9 UIO 

SIIAKf.~ 011rs1 ANDINO 

Wci&blcd A~~c Numlxr of 112 699 119 OH 
Common ShaKi ~io.s 

~ Sllam 1.-blc Upoo 
th< Auwn<d E>mci>e ofSIA>dt 126 IH Ill IH 

Options at>d Sl«k w.,..,. 
Common Sham Rcpwclw<d 
Th""'P r......, StO<l Method 
Upo<~ tb< A»wnc.s E•cn:it< or Slook 
Optioru and S&ocl W arnnu (j ~· () 9) (1.0) IOJ 

........,... Con•cnloo of 
CnMC1'11bk l~c("""' ~~ u t1 
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Thomu J. Wyruw! 
Joseph A. I.&~ 

Marshall Hanno 
La~nce Bouman 

Roy N. Gamsc 
Anne K. Bingaman 

EXECUTIVE OFFICERS 

Cbalnnan of lhc: Board or Director• and 
Chief E.Jtccucivc: Officer 

President and Chief Operating Officer 
Sen.ior Vice President - Finance and Development 

and Chief Financial Officer 
Senior VIce President · · Commercaal Segment 
Senior VIce President -- Engineering. Operations 

and Tcdmology 
Senior Vice President - Business Marketing 
Senior Vice President - Local Telecommunications 

Division 

BIOGRAPHIF.S 

Mr. ThOIII{JI0/1 lw been Chllmlln or the Board or PlrcciOil and Chief Uxt'Cutlvc: 
Officer of LCI and ill subsidiaries since: July t991. Mr. 1'bompson rrevlou•ly .erved u 
Exccucive Vice Prcaldcnt of MCI Communications CoJllOralion and Its affiliates ("MCI") 
where be wu responsible: for all c:ighl of MCI"s opc:raling divisions •nd various other .c:ntnr 
mana.gemeru capacities from 1981 to 1991. Mlr. Thompson is a director or Microdync: 
Corporation, Golden Boob Family EnteiUinment, Inc. and Comcast UK Cable Panncrs 
Umltcd. Mr. Thompson atso ~erves u Chainnan of the: Compcticive Telecommunications 
Association and Is a member or the: Uslcd Company Advisory Commiucc 10 the: NYSE 
Board of Dircccors. 

Mr. ~·nne lw been l're$l<knllnd Cltk;f Operating Officer of the: Company's 
subsidiaries since July 1991 and President and Chief Operaling Officer or LCI since April 
1993. From 19'n to 1991, Mr. Wyruw! held several cxcculivc posilions wllh MCJ, including 
Presidenl of the: West Division, Vice Presidcnl of Sales and Marketing for the: Mld-Al.larnti.c 
Division and Vice Prc:~idcnl In lhe Midwest Division. Mr. Wynne has been a Direccor or the: 
Company since December 1991. 

Mr. Lawrtno bu been Senior Vice PI'C$ident - Finance and Development and Chief 
Flnar!ldal OffiCer or l.ci and 111 wbsldlaries JLnce OciOOer 1993. From January 1985 
throu,ah October 1993, Mr. LaWTence held aevenl executive position.• wl!h MCI. Including 
Senlor Vice Prc:Jldent - Fin.m::c and Vice Presidcm l'lnancc and Admlnlstnt lon for 0~ 
Consumer Division and Vice Prulderu Finance ror the Mid-Atlantic Division. 
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Mr. 1iJIIrnD wu Senior Vice President -- Sales of LCI 1incc June 1993 and wu Vice 
Prc~l4ent of Sales of LCI Management Services since July 1991. In January 1997, a ncr an 
lntCililll reorganization, Mr. Hanno wu appoilmd Senior Vice President -- Commercial 
Segment. Prom 1987 to July 1991, Mr. Hanoo wu Vice President of Sales of MCI and 
prior thereto wu VIce President of Sales and Marketing with Allnct Communications. 

Mr. Bouman bu been Senior Vice Prclldent - Enainccrlna. Operations and 
Tc:ehnology of LCl and its subsidiaries since October 1995. From October 1990 through 
October 1995, Mr. Bouman beld several executive positions 11 MCI. including Senior Vice 
President of Network Operations, Senior Vice President of Network Engineering and Senior 
Vice President of Plarming and Program Manaaement. 

Mr. Gomst bu belen Senior VIce Preslcle.nt - Business Marketing of LCI since March 
1996. From 1982 10 1993, Mr. Gamse held several positions at MCl, including Senior Vice 
President of Marlcetlng for Consumer Marlceu and Senior Vice President of CUstomer 
Servlce. In addition, Mr. Gamse wu previously a policy advisor at lhe U.S. EnvlronmenlJII 
Protection Agency. 

AU. Bingaman wu appointcc:l Senior Vice President -- Local Telecommunications 
Division in January 1997. From 1993 to 1996, Ms. Bingaman was assis .. nt auomcy general 
of the antitrust division at the U.S. Department or Justice. 
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Corporate Profile 
LCt lnttmtl~ll. Inc. Is a S 1 • b illion ltlKOmmunlc.tJont cotnpanv PJOvid•I"'O Ye>ke 1n.d d • l• 
ttentfftlltion Ntv~tto ra t ldenl.J&I •nd bua.ln•-•• c"ttomtrt e.nd oc.htr ltfecommunk.lt'-Ont 
..m.ra llvouQIIOul ll>o Unltod Sut" 111\d 10 mo<t Ilion 2lo lnltmodonollocol""'" ~ou,Qod In 1183. 
LO It ODe of cbl nacion .. fttlt:l-t.growff\9 ,...Jor JonQ-dil l111(;1 ltlec.ommuniQIJOna umtrt • -""' by 

mld·1197* wa1 otrerlng toca1 t•t.J)hon• urv~ on a rtule ~·•• 1n mort lh•n 25 Uy U.S m.trtti• 

LO l.ntern.donallt hPdQuantrltd In Mc.Utn., v.rgl.oi• , whh olftet• ln morw than '5 US loc..ttons. 
lnclucnno r.;Son~ opentfona t nd natJonel networtc oom.r~ end cuslomt• u rva con1ett w.u, • 
commitment CO JHO'AdJng NN'IcM lhll ll"e Slmple, fair Md lne•pont-.~w-. lCJ hu m .. tnt.,~ fiC)hd 

growth .aost alf ·~menta o·r lft.e merltt. 1 ttronO t».atant~t UlMt and en actvt.nc.41d 1.chnotooY 
plttfoun bulh. .around .. ,..,tee f .. d.tfahJp 

Eucutlve Management 
H. 8flan Tllompson 
Cllalrmon ond Chlof Exoc:ullvt Officer 

ThomM J . Wynne 
PruJdonl and Chief Oportllng Offoe<tr 

JOMPh A. '---
Ex-.:utl .. VIce Prttldont ones 
Chief Flnoodat Offker 

Anne K. BJngaman 
Sonlor V1ce Pruldonl ono Praoldenl, 
L.otol Tolocommunkallono Division 

Lewr..- J. Bouman 
Senior V1ce Pr .. idonl, EnginMrlng. 
Operallono end Technology 

RoyN.GamM 
Stnior V1ce Prooldont, BuolM,_ Morkoling 

Mtnlutll W. Menno 
S.n10f Vice PrHidtnt. Commorc:iaf S~ment 

JohnO. M.-1 
Stnlor V1ce P•"ldenl. Wllollto~ Sogrnen1 

John C. ToyiC>t 
Senior Vice PresJdenc. Consumer St9ment 

LCI's Network Facilities 
LCI•t IM'tWOt'k ClOMIItt of mere thatt 180 rnaJUon 
circuli mil .. of digltol fibor-oPIIc copochy, oil 
centtaUv monhottd ttound~lht-<:lock by tht 
oomC*t(t ~ Cont1ot t:.nt.,, LCJ wnen~ 
OW"nt mote than 100 miUk>n drcvh mJI .. of thet 
c:opedty ond In Nrty 11m. olgnod on ogr-...r" 
to purcha:ta 1 n t dditlonal 100 mU11on c.trculc 
mlln .,._ loo An9oloo ond Chl<;ogo. which 
lo oehodulod for oomplodon bv 1ho end of lho 
vu,. LCt t t•o tuee• c.a~dtr lrotn e.omt of 
lha WOfld't ltadln(l taftitto. 01>0•11" owllclling 
c.entef"' duou;ho\11 the oournrv 1nd maintains 
lnt~ wfth •nttrn.al.lonlltrantmlulon 
ftdlldM -Including """ of 1he wo<IO'o lor~~tll 
G~l d11a networta. 

Consumer Long·Oistance Service$ 
• iRftJOonllol long-dlstonct no1lonwi0o or>O 

ttO mot• atwln 230 eoufttt ... 

• WOf1~ ean~09 card and P'ttPtid caU•no u1d 

• tiom• 800 
• S tudent and miiH•ry long ditt•M-e ••"'UI 

• O~tl10f """'" and dueaory tnltUinca 
• 2 • -hour cu•tomer u tvict 

Business Voice and Data Services 
• \Votldwld<J long..Si>uonco tlll!onwldo er>d 

10 ti'\Oft IliOn llO Wllldriot 
• loul L)\Ont aerviu ln Mt.ci U.S ma11..tta 

• Woridwldt ulllng card 1M ptepelcl ull.lng tard 
• OomHik t f'.d lnttrnll~f\at 1011 hH 

ttrvic.et (800 l rwl 888t 
• lnt•ora~.ct v<>tet and ra• t ervtU• 

• 8tO*dUt1 f l! " 

• Audio conf, r•~•"' 
• Vok-e t nd ctlll pth'.tll ltne, lt\iCiudlng OS 0. 

OS 1 end OS·3 Ct Pib•liHts 
• lnttf'net Keen 
• Domes de and lnltJnlhOM I h•rn• telay tnd 

prfvetr •lntt a.e.tvieet 
• Who5na l• umtr end reblller ••rv'ce• 
• CO.ROM and d•U•«• bill1ng opttont 
• 0ptfi10f t trvbt anct d1te<1ory ataial.a nu 
• 2, .no.,, n. twor\ GOnttof .-nd evttome, Nf"Acf: 

Corporale Otnt~s 
8l80 Grnrl:l-bOro Drive. Mc'Loen, VA 1:2101 
1·800-<180 0088 
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