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.. : ~&n8fer of Control of Network Lonq Oiatance, Inc. 
\0 IXC Lpnq Dietancw. Inc. 

DNr •· .. yoz 

IXC Lang Diatance, Inc. (•txcLD•) and Network Lon; 
Diatanc., Inc. (••etwork•) (referred to jointly •• the 
•Partt .. •). by their attorney•, hereby notify the Florida PUblic 
Ser\~ca CO..iaaion or their intention to tranarer control of all 
ou.tatandint oapital atock of lletvork to IXCLD. The Partie• both 
bold Oertifioatea of PUblic Convenience and W.ceaaity, and thara 
will be no tranatar ot cartiticataa, peralta or operative riqhta. 

IXCLD, a Delavara corporation, aaintaina ita 
beadquartarw at 1123 Capital or Taxaa Highway South, Auatin, 
~xa• 71746. IXCLD ia a vholly ovnad aubaidiary of IXC 
ca.auntoationa, Inc. (•Ixc•), vhoae atock is publicly traded on 
the KASDAQ Stock .. rkat. IXCLD currently operatea aa a raaa1lar 
of intraatata intara•changa aarvicea in torty-eiqht atatea, 
includint Florida. IXCLD received ita authority to provide 
telao ~nioation. .. rvicea in Florida on July 5, 1995, in Docket 
•o. 950259~1. IXCLD alao providea interatate and international 
talec •nioation. aervicea purauant to authority of the Federal 
C~ioationa CO..iaaion (•Fcc•). 

••twork, a Delaware corporation, aaintaina ita 
beadquartera at 11117 canon Boulevard, Suite 600, Newport Neva, 
Virvinla 33606. lletvork'• atock ia publicly traded on the NASDAQ 
Stock .. rket. Network providea reaold intraatate interexchanqe 
talao unioation. .. rvicea in torty-aeven atatea, including 
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Florida. t Jletwork received ita authority to provid.a 
telec mioationa Mrvicaa in Plorid.a on June 30, 1993, in 
Doat.t 10. 930249-rl. Natvork alao providaa int•ratata and 
international tal~icationa aarvicaa purauant to authority 
of tile rcc. 

Oft Deosster 19, 1997, IXCJ.D and. Jfatvork executed a 
Stock AcJtuiaition Agr--nt and Plan of Merq~ar (•Aqr .... nt•) 
punuant to vbiob IXCLD will acquire all outatand.ift9 capital 
~ of r-twork after r.quiaita r~latory approval• hava bean 
~ined. Tbe propo-.4 tranaaction is alae aubjact to tha 
~al of .. twork'a atockholdara. 

~ acca.pliah the acquisition, IXCLD for.ed a wholly­
owned aubeidiary, Piacaa Acquisition Corp. (•Acquiaition Corp.•). 
At tba cla.inv of tba propoaed tranaaction, Acquiaition Corp. 
v111 be .arved vitb and into Jfatvork. Natvork will be tha 
aurvivor of the .. rvar with Acquiaition Corp. In tha .. rvar, (i) 
tba ou.tetanding U.na of capital atock of Network vill be 
converted into eharea of IXC coaaon atock, and (ii) the 
ouUtand.int aharM of Acqu.iaition Corp. vill be converted into 
ehar.8 or capital atock of Metvork. Follovinq conaua.ation of 
tba .. rver, ••twork, under the corporate naae Eclipaa 
Telecc-unicationa, Inc., vill be a vholly-ovned aubaidiary of 
.XCLO. After conau..ation of the Aqreeaent, aaployaent 
a~ta will be entered into vith the currant aanaqa .. nt of 
Network. 

Pollowinv the tranafer of control tranaaction deacribed 
berein, ••twork will continue to operate and vill r ... in tna 
bolder of ita certification. Network's and IXCLD'a currant 
cuataa.re will not be affected adveraely by the propoaed 
acquiaition. ~ tranafar of atock vill be aade in a ••••1••• 
faebion ~t will not affect the provision of telaco .. unicationa 

1 Application. wer• previoualy aubaitted reqardinq the .. rver 
into .. twork of .. twork'a vholly owned aubaidiariea Eaatern 
~leca. International Corp. (•Eaatern•) and united Veta, Inc. 
(•uwt•). Tbe &aatarn application vas aasiqned Caae No. 
910097~. Tbe 0111 application vas asaiqned Caae Ito. 
17163•~· rurtber, a notification letter has been aubaitted 
r.tardinv -.twork'a acquisition of National Teleaervica, Inc. 
( 8~I•), and ~I'• .. rger into Network. 

' A copy of the Aer .... nt ia attached hereto •• Exhibit •A.• 
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-rvlce. in Florida. The -naqeaent of Netvork and IXClD will 
not chan9e .. a re.ult of the tranaaction. Siailarly, following 
tbe tr.....atlan, lletvork and IXClD will continue reapectivaly to 
pi'0¥1de MI'Yioea to cu.to.era under a.w:iatinc) -rvica 
arr-.......ta. 

IXCLD ia a wholly owned aubaidiary of IXC 
C •nicatiana, Inc. (•txc•), whoaa atock ia publicly traded on 
the aasDAQ &tock Rorket. lXC ie finoncially well qualified to 
cana·-·ta tbe p~aed trana..ction. In 1995, IXC iaaued and 
.old aevan notea in the aqqreqate principal a•ount of 
8315,000,000 to lnatitutional and accredited invaatora, and in 
July ltt6, ita initial public offarinq of equity qanarated nat 
pncaa&b' (before expen-•) of approxJaataly $83,000,000 in 
addltionel capital for the co~any. In addition, in April 1997, 
IXC co.pleted ~ aala of $100 aillion of 7\' Junior Convertible 
Preferred Stock Due ZOD7. Further, in Auquat 1997, IXC ca.platad 
tbe aale of eJOO •illion of 12~· Junior Exchanqaabla Preferred 
Stock Due 2009. 

CUrrant financial intor.ation tor IXC and Natvork ia 
attached b8rato •• Exhibita •s• and •c." 

~ atock tranafar described above ia clearly in the 
public intareat. The proposed transaction will brinq toqethar 
IXCLD and Ketvork, two rapidly qrovinq providara of intaraxchanqe 
taleca..unicationa aarvicaa. The colabination ot the tvo 
CZCW4Wni•' raaourcea and expertiae vill atrenqthen the coapaniea' 
c• ... titive ,a.ition. ln the interexchanqe aarketplece in Florida 
and el...mere. 

The tranaaction will also combine the co•ple .. ntary 
~t akilla, backqround, and e~perienca of IXCLD and 
Ketvork, allowing the coapaniea to capitalize and build on the 
4i~ar .. expartiae of each coapany in providing teleco .. unicationa 
aarvicea to the public. In addition, IXCLD and Network vill 
raali&a aitnificant econoaic and marketing efficiencies and 
~ta, peraittinq aiqniticant savings in operating coata 
and capital expenditure•. In au., the proposed stock tranafar 
will benefit the public intereat by enhancinq the ability of 
IXCLD and .. tvork to otter a full range ot coapetitively priced 
aervicea in the intaraxchanqe aarketplace, thereby further 
invi9orating c• ... tition in Florida. 

It la the Parties' undaratandinq that prior co .. iaaion 
approval la not required tor the transaction deacribed above. In 
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tba .vent, ~•r, tbat the Ca-aiaaion detarainea that approval 
1• required, pl .... conaidar this latter •• e request tor 
-.pedited approval. Abeent written notice to the contrary vithin 
thirty dap of tbe data of tbia letter, the Partie• vill •••..._ 
that no runber action ia requirM and vill conauaa.te the 
tranaactiao •• planned. 

lncla.ed era .. van (7) copies ot thia letter includinq 
axbitlit.e.. &l.o encl...S ia a receipt copy ot tbia latter. 
Pl .... file-ata.p and return the receipt copy in the aelf­
a.1draaaed, ate..,.., envelope provided. Please contact the 
u.nderai.,ned vitb any quaatJ.ona or co-ents r-egardinq this 
tr.,...ction. 

Leon llowelaky 
Benj .. in Bronaton 
Mowelaky, Bronston ' Gothard, 

L.L.P. 
3500 •• eau .. war Boulevard 
suite 1442 
.. teirie, LA 70002 

Atto~y• tor Metwork Long 
Di•t•nce, Inc. 

K·4MI.1 

Ja•e• E. llaqea 
Kriatie Stokes Hassett 
Reboul, MacMurray, Hewitt, 

Maynard ' Kriatol 
1111 19th street, N.W. 
Suite 406 
Washington, D.C. 20036 

Attorneys tor IXC Long 
Distance, Inc. 
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STOCK ACQUISITION AGREE:'\fE~'T A;\'D PLA:"i OF MERGER 

THIS STOCK ACQUISITION AGREEMf.;\11 AND PLAN OF MERGER (the 
.. Agreemau"') is made and entered into JS of the 19th dJ.y (\t December. 1997. by and among IXC 
Communk:alioDS, lac., a Delaware corporation c·I.XC"). IXC Long DistJncc:, lnc., a Delaware 
corpomion w a wholly-owned subsidiary of IXC (wlXC Long Distance·). Pisces Acquisition 
Corp., a Delaware corporation and a wholly-owned subsidiary of IXC Long Distance 
( .. Acquisition•). aDd Nenvork Long Disunce, Inc .. a Ddaware corporation ("Network .. ). 

WBEJt.EA.S, Nmvort is engaged in the busmcss of providmg communications services; 

WHER.E.AS. DCC Long Distance hJs formed AcqulSiflon 3S a wholly-owned subsid1ary 
ill cm:ter co ef&ct the merpr of Acquisition with and imo Network (the "Merger·) in accordance 
with this Aam:meztt and in accordance with the laws oi the sure of Delaware so that, upon 
coDSUIDn'Wioll of cbe Meraer. Nerwork will be.- a wholly -owned subsidiary of lXC long Distance. 
aad Acquisition will cease co exist; 

WIIEitEAS, it is the incent of the parries that the Merge: qualify as a reorganization under 
Seaioo 368(aX1)(B) oftbe lnremal Revenue Code of 1986. as amended (the "Code .. ). and this 
AJteemeDI is i.arcDded to be aad is adopted as a plan of reorganization within ll.le meaning of 
Sectioa 368(b) of d1e Code; 

WJIEREAS, u is the iDlenr. of tbe parties that the Merger sllall be.- recorded for accounting 
purposes u a pooli.l:ag-of-i.aterests; 

WIIEJtEAS. dJ.is Aareement has been approved by the respective bc"'\rds of directors of 
IXC. JXC Loaa l>istuace. Acquisition and Network; and 

WHE.REA.S. the parties desire to induce each other to enter into this Agreement by 
makiaJ cerra.ia repn:.sentuioas. warranties and covenants cont~rncd herein. 

NOW, 1'11EREFOkE. in consideration of the foregoing and the murual agreements. 
COYeDIDlS, repraeowions. warnntie$ and promises set forth herein. and in order to pres<:ribc: the 
terms aad coaditioas of the Merger, the parties her~to agree as follows: 

ARTICLE I 
THE MERGER 

S«tioa 1.1 nc Mcrur Ac the EftcCIIV(' Tl!n(' (J!i deftnd '" Secuon 1.2). upon the 
ccrnns &Dd subject to tbe c:oaditions hereof. and in accordance w1th lt'· Geucral Corporation Law 
of tbe Swe of Delaware (the '"Corporation LJw"). Acquisition wil1 be merged with and into 
Network in the Merser whereupon Network: shall continue a.s (}J(' surviving corporation (the 



• • 
sbaU be dt.:Ii>Jered in excba..Dp therefor. Each share of common stock. p.:!r v3luc: l.Ol per 

share, ~f Acquisition shall be canceled and retired and be converted inro the right lO 

receive oae share of the Surviving Corporation's conunon stock: 

(b) Except as set forth in S~tion 2. i(a). each sh~e or~- :rwork: Conunon issued 

aDd oUUQndi"l imlr 1iltely prior to the Effectivt Time shall be converted into the right 

to receive 0.2998 shares (die '"Exchange Ratio") of common stock. par value S.Ol per 

share, of [)(C (die '"!XC Commoa") {the .. Share Consideration"'). 

(c) AU wanaaa or rights to purchase snares of Network Common issued and 

oulStalldin&: immediately prior EO tbe Effective Time (the "Warrants"} shall be canceleJ 

aad convened dlto die rigbc. to receive an option {a "New W<:1rram") 10 acquire shares of 

lXC Common equal lO tbe number of shares of Necwork Conunon subject to purchase 

under such W.ur~~~t multiplied by the Exchange RaM {the .. Warnm Consideration'"). 

Each New Warram sball. odler lhao to reflect the app!ic:uion of tbe E.tcbange Ratio, 

comaiD terms and coMitioas as are substantially similar to the cenns and conditions as the 

Warram exchaap:1 tbercfor. Tbe W.urant Consideration and tb.e Share Consideration are 

refmed !0 !Opdler berein as lhe •Merger Considtration-. 

(d) NolwilbslaudiiiJ Section 2.1(b) and {c), no fractional sharr of !XC Common 

sbaU be issued in tbe Meraer. whether as a pan of the Share Consideration or Wmant 

Coasi:leraDon. Ia. lieu dlereof, auy person wbo would have received a fractiooa.l snare of 

Jess tbaD ooe--half will have sucb frxtioaal sbare rounded down to the prior whole share 

awnber and my per:soa who wouJd have received a fractional share of oDe· half or more 

s:baiJ bavt suc:b fractional share rounded up to the ne.lU wbote share number. If the 

applicatioa of the £rch•np Ratio to aoy Warrant would result in a New Warrant being 

issued to acquin asry frlccioaaJ share. such fractional sbare shalllJke:wise be rounded up 

or down. u opplicable. 

(e) Network acknowledges and represents m:u 313,000 shares of Nc[W"Qrk 

Coa:amoa issued 10 M.U:bael Ross aDd held in escrow are included in the 13,393,678 shares 

of Network Common outswld.ing a:od that any release of sucb shates from such escrow, 

wbetber to Mr. Ross, Network, or the Surviving Corporation, will have oo effect 

wbatsoever on tbe frcbanle Ratio. 

(f) In the eve:ru of any n:clas..sif1c.ation. rec.tpitalizatioa or stock split with 

respect co IXC Commoa (or if a record date witb respecr to any of the forcgolng should 

occur) prior[() rbc Effective Time, appropria(e and proport10nace adjusunents. if any, shall 

be made[() the E.tctwua:c Ratio and all references w tlle Exchange Ratio in this Agreement 

shall be de:cmed [()be tbe Exchallge Ratio as so adjusted. 

Stcdoo 2.2 Smadcr gf Sbans. Promp1ly after the: Effee~ive Time, lbco Surviving 

CorporarioD sbalJ cause[() be mailed (a) to e.ach. record holdtr, as of tbe Effective- Time, of an 

ICCl·,...lll.:S" 

) 



outstanding c:ertifiate or cenific:m:s whtc!l immediately prior to the Effective Time represented 
Network COftU!IOD (lhe •certificates .. ). and {b) to each record holder. as of lhe Effective Time. 
of a Warrant, in e~ch case, a fonn letter of transmittal whi~;h shalt specify th.Jt delivery shall be 
effected, and risk of loss and title tn tlw Cemf~~o::l(e:; or .v Jrrants . .1s applicable, shall pass. onJy 
upon proper delivery thereof to the trust company to act as agent for the holders of Network 
Common &Dd Warruus in connection with the Merger (the "Agent") and instructions for use in 
effectiDg tt._ swreader of the Certificates or Warrants. as applicable, for paymenr of the Merger 
Consideration. Upon sunender to the Agent of a Certific.:ue or Warrant. together with such letter 
of transmittal. duly completed and validly elecuted in 3ccordance with the instructions thereto. 
and such other cloc:umeDCs as may be required pursuant to such ins01Jctions. lhe holder of each 
Certificate or Wmam shall be entitled to rece,ve in e~change lherefor the Merger Consideration 
and sudl CenifJ.C&te or Wmant. respectively. shall then be canceled. If payment of the Merger 
Consideration is to be made to a person other than the person m whose IWJle the surrendered 
Certificate or Warraa~ is registered on the stoclc tnnsfcr books of Network., it sball be a condition 
of payi'DeDt ttw lbe Cmific:a!e or Wartant so surrenderal shall be endorsed properly or otherwise 
be in proper form for transfer and that the person requesung such payment shalt have paid all 
transfer aad otber taxes required by reason of the payment of the Merger Consideration to a 
person ot.b.er tban the reaistered holder of the Certificate or Warrant surrendered or shall have 
established to tbe satisfK.tion of the Surviving Corporation that such taxes either have been paid 
or are not appliubJe. 

Scctloa 2.3 Stock Transfer Books. At the close of business on the day of the Effective 
Time. tbe srcct craosfi:r boob of Network shall be closed and thereafter there shall be no further 
registration or traDSfi:r of Nerwork Common. From and after tbe Effective Time, the holden of 
Nerwork Cornmora outsLIDding immediately prior to lhe Effective Time shall cease to bave any 
rights with respect ro Nerwork CotMlOo except as otherwise provided herein or by .applicable Jaw. 

Secdoo 2.4 Date. T.unc and Place of Closi~Jt. The closing of the Merger (the 
•CJosin& .. ) shall be beld on the fifth busioe:ss day followmg the satisfaction or waiver of all of the 
collditioos set forth in Atric1e vm hereof. at such place, time md date as tbe parties berero shall 
mutually aaree. The dace of the Closing is referred to herein as tbe ·closing Date ... 

S«tioo %.5 Dcllvajcs by N~ork at Closim~ At the Closing. and thereaf!er as may 
be reasonably requested by IXC. Network. shall del1ver to lX.C the following, aU in form and 
content reasonably acct:p(able to IXC and its counsel: 

(a) Certified copies of duly adopted resolutions of the Board of Directors and 
stockholders of Network authorizing. approvm~. and cun:senung to the execution and 
delivery of U.is Agreement. and the other agreements contemplated hereby (the 
•TransactioD Documents") to which it is a party. to the consununation of lhe transactions 
contemplaa:d herein and therein, and to the perfonnmce of lhe agreements set fonh berein 
and tberein: 

. .. 



. . (b) The waiver. release. consc:m. eswppcl certificate or other document of ::my 
person,_ . ..corpor.ation, association. or other emny of any narure what.sot'ver, in form 
reasonably ateeptable ro IXC. whtch lre a cond1rion to Closing of fXC. lXC long 
Oiscaoc:e or Acquisi[ion under Artu.:!c: vm hc'rt't .. •lr wluch IXC snits reasofl3ble judgment 
deems aec:c:ssary to (i} consumnwte the tr;m: .. u.:ll•ln:. contemplated hereby :~nd (ii) make tht" 
waztlDiies &Dd representations m:lde by Network in this Agreement true; 

(c) Duly executed employmem agreemeh.., (the ·Employment Agreements") 
in mutually reasonably satisfactory fonn and c<.~ntenr and with such setuor executives of 
NetWOrk as IXC may reasonably request: 

(d) An opinion of Network's counsel Jated l~ of the Closing Date in form and 
coa.rem reasooably satisf~tory to IX C. 

(e) All corporate minute boolc.s. stock ledger and transfer books and all other 
books &Dd records, &Dd the corporate seal of Network. and 

(f) Such other documents as IXC or its counsel may rc::J.Sooably request. 

Sectioo l., Ddi•crics b,. IXC at Closin£. At the Closing. lXC will deliver rbe 
following, all iD form &Dd c:oaue.oc reasonably accepublc: to Network and its counsel: 

(a) Cenifled copies of duly adopted resolutions of the Board of Dir~tots of 
IX.C &UtboriziDJ. approving, and consenting tO the eJtecution and dt>hvery of lhis 
Agreemea~ud lbe Transaction Documents to wbich it is a party. to rbe coo.summ.ation 
of lbe trl.aslctioos contemplated herein and therc:io, and ro rbe performance of the 
agreemeats set fonh herein a.od rberein; 

(b) Tbe waiver, release. consent. estop~! certificate or other document of any 
penoa. corporalioo. auoci.ation. or orber enmy of any n:arure whatsoever. in form 
reasoaably ac.ccptable to Nerwork.. wh1ch arc :& con~ohuon 1o Closing of Network under 
Anic:le vm hereof or wbicb Nerwork in its reasonable judgment deems necessary to (i) 
coD!'"'Dl""le rbe rra.nsactioo.s contemplated hereby and (ii) make the warranties and 
reprcseDWioos made by IXC in thi.s Agreement tnJc.-. 

(c) An opinion of lXC's counsel dated as of the Closing Date in form and 
contem reasoaably satisfactory to Nc:rwork. 

(d) Ouly executed Employment Agreements: anc.l 

(e) Such orber documents 3S Network or its counsel may reasonably request. 

s 



ARTICLE III 
Jt.EPRESENTATIONS A:o-.1> WARRA'cTIES OF i'c"'ETWORK 

NetWork: represents and warr~mt:> 10 1:'\1~ J~> f<JIIow·; 

Section 3.1 Coamratc Existence. Network and each of the Subsidiaries (as defmed in 
Section 3.2) is duly organized. validly exJsung. and m good st~ding under lhe laws of the stare 
of its iK.. .yoratioo. Attached hereto as E:\hthtt 3 I ts :a ~:ompkte and correct copy ot the 
Certificae of Iacorporatioo and Bylaw'i (tog(ther wtth all amendments thereto) f.'f Nerwork. Each 
of Ne!W'Ott aad tbe Subsidiaries is duly cen&flt'd or licensed m each state and jurisdiction wbere 
such qualifi.catiao. c:crtific.ation or licensing is necessary or required for Nerwork or such 
Subsidiary to coDduct its business and offer conunum~.auons servtces 

Sectioca 3.1 Sa&badiarics. Network has no suhsidtary 'orporations or any other wterest 
ia a.ay corporation, parmership. association or joint venture. other th.an oL) descri~d on Schedule 
3.2 (the ·subsidiaries•). 

Secdoa 3.3 Coqaorat' ,Power aod Autlwr.iJJ bch of Network and lhe Subsidiaries 
has aU requisite c.orporaiC power and authority to own 1ts properties and a'lsets, and to carry on 
dLe business ill which it is now engaged. Network has the corporate powe!" and aulhoriry to 
ex.ecure aad deliver tbis Apeement and the Transaction Documents to wbich it is a pany. and to 
perform it:s c:oveDIIIb set forth herein and therem. 

Secdoa 3.4 CeJiteliptiog. The authorized capiul stock of Network at December 19. 
1997 consim of: (a) 20,000,000 shares of Network Corrunon. of which 13,393,678 shares are 
issued aad ouuCMdin& a.ad DO shares are beld as treJ.Sury stock and (b) 25,000.000 shares of 
pret'eued sr.ock. par Vllue $.01 per share. of which no shares are issued and outsWlding and no 
shares are bdd as treasury stock. Other Uw1 this Agreement. and eltccpt as set forth on Schedule 
3.4 bm:to. mere is not outstaDdiJJg any subscription. option. warrant. c.1U, right or olher 
agr~ or commitmets! oblipti..ag Nerwork to issue. sell. deliver or tt:ansfer (including any 
riahl of CODVmioD or exchaqe uDder any ouuunding sC'Curiry or other instrumen,) any shares 
of cbe Nccwork Commoa or any other securities or share5 of the opiul stock of Network. Olher 
lb&D rhis Apecmea.a, a.ad except as set forth on Schedule 3.4 hereto, there is not out.sWlding any 
subscription. option, watTUl, call. rigbt or other agreement or conunitment obligating a 
Subsidiary co isr&le. aU. dcl.iver or uansfer (including any nght of conversion or exchange under 
a.ay outsraodiDJ securiry or ocher instrument) any set:ur ttte!; or shares ot the opua.l stock of such 
Subsidiary. AU such issued and outStanding shares are validly issued. fully paid and 
nonassessable. There are DO resuictions imposed by the Certificate of Incorporation or Bylaws 
of NetWork. a.ad dlere are DO ocher agreementS. underst.andtng') or corru111tments. which would tn 

any way affect or impair tbe transactions contemplated hereby. 

Section 3.5 • lindlnc'Efrcct. This Agreemem :and eacb of the Transaction Documents 
to be executed and delivered by Network in connection herev.·1th. when executed and delivered, 



.. will be the legal. valid and bir.d mg obligation oi :"."ctwork, enforce:~ble :1g1inst it in acc:ordJnc:e 
with their le!!DS. except as enforceability m:~y be limited by (a) applic:ttlle bankruptcy, 
reoraaoization, insolvency, mor:ltllrium and smutar taw5 affecting the enforcement of creduors' 
rights JeOcrally and (b) genc~a! C~Uitab[c pnncaples (regardless of whether enforceability IS 

c:odSidered in a proceeding in equHy or :11 Ja ·.q 

Section 3.6 E:c:ccutjon and Ll~·c:r_y _ _rcr:nillcd . The eltetution. delivery and 
pcrfor "'IDCe of this Agreement. Jnd the Tran~J.C!lt>n Documea[S, and the consummation of the 
tranSICtiOdS conranpwed here: by or thereby. wLll not violate or resuh in a breach of uy term of 
Nerwork's or a Subsidiary's Certificate of lnwrporation or Bylaws, re~ult in a breach of or 
constiNte a default (or .an event wh1t:h, wuh notKc: or !;apse of time or both, would coo.stirute a 
defaulc) under or result in the temunJtlon of. or ::ccelerace the ~rformance required by, any term 
in any oweria.lqseemmt, tariff or other mstrument to wh1cb Nerwork or a Subsidiary is a party 
or by wbic:b it is bouDd (unless such def:1ult has been prev1ously waived by the other party EO such 
agreemeat, tariff or other i.o.strumem), v&olate :>1y law or any order, rule, judgment, decree or 
award or rcJUWioa applicable to NetworK or a Sutmdiary of any court or any reguiJtory body. 
admiailtrative IICDC)' or olher governmental instrumentaliry having jurisdiction over Nerwork. 
such Subsidiary or any of their respective proprrties. and will nor result in lhe creation or 
imposirioa of any lien, dwge, or encumhrauce of any fUture whauoever upon uy of it.s assets, 
wbich lien, cbar&e or encumbrance hJ.S nut been removed prior to Closing. The Board of 
Directon of Network IDd the Stockholders have, or as of lbe Closing Dare shall have Eaken :sJI 
actions required by law IDd by Nerwork 's Certificate of Incorporation aod Bybws to awborize 
the e:~~:ecutiOD, delivery IDd performance of this Agreement, together with irs Scbedulcs ud 
Exhibils, IDd Cbe coasummatiou of the tra.nsactioos contemplated by this Agreement or by uy of 
the E.xbibiu. Except IS set forth oo Schedule 3.6 herero, nooe of the execution, delivery or 
perfOI'IDIDCe of this Aareement or any of the Transacuoo Documents, or the consummation of the 
transaaioas coor.emplated bereby or thereby requ1res any tiling wilh or lbe coo.seot or approval 
of any lhird party, iacludiDg but nor !united to any govemmeow body or entiry orber dw1 (a) 
compliaDcc wim me Securities Act of 1933, as amended (the '"Securities Act") aod the Securities 
ExcbalJie Act of 1934, as amended (the ·Exchange Act") (b) applicatioa.s to tbe Federal 
CommuDicalioas Commission ('"FCC") and the ceruin state: utiliry regulatory commissioo.s in 
swes in which Nmwork or a Subsidiary offers serviCes (such commissioa.s EOgedlcr with the FCC 
coastirute a "Commission'" or the "Comrn,jssions"), (c) norificatioa.s to the federal T1 .. de 
Commission (Cbe "FTC'") and the Department of Jusuce (the "DOJ'") under lbe Hart-Scott-RodiDo 
Antitrust lmprovemmu Act of 1976. as amended (the "HSR Act•). aod (d) lhe filiDg with the 
Debware Secretary of Swe of lhe Certificate of Mergtr i..o respect of the Merger in accordance 
with the Corporalioa Law . 

Section 3. 7 Rcpgns and Fimmdal Statements. Since March 31 . 1996, to the extent 
Networlc bas ~n required to make f1lings under the Securities Act, the Exchange Act or 
appliable Slate laws IDd regulations, Ne1work has filed with th:: SEC or the applicable State 
reJUiatory authority, as die case may be . a II fonru . statemen[S. reports and documen[S (including 
all exhibiu, amendments and supplements thereto) requtred to be filed by it under each of lhe 
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Securities Act, cbe Exchange Act and applicable st.:ue laws aod regul.ltions. and me respective 
rules and regvlalions tbemuxfer. all of which compile\! 10 aJI m.lterial respecu wim all applicable 
requirements of &be appropriate act and the rules anu regui.JtJODS thereunder. NetWork bas 
previously delivered to IXC uue and complece cop1es of u· 1l) Annual Report on Form lO·K for 
the fiscal year ended March 31. 1997. as fileJ wu:l the SEC. which includes th!!' audited 
c:o.asoHdated f.,ancial statements of Nerwork. and the Subsidia. ies for the fiscal year men ended 
(the "Network: fiDa.Dcial Statements .. ). (b) interim report on Form lO·Q for the quarters ended 
June 30, &Dd Sepcembcr 30, 1997, which includes unaudatC'd wnsohdatcd fina01;i.IJ stacemeots of 
NetWOrk &Dd 1be Subsidiaries for the fiscal quarters then ended (lhe • NetWork R.ccetu Fin.ancial 
StatementS•), (c) proxy and information st.:uements relaung to all meetings (whelbcr annual or 
special) of its sbareboJdc:rs (the: ·shareholders~). and actions by wrinen consent in lic:u of a 
Shateholdc:rs• meetiJig. from March 31. 1997 until the date hereof. and (d) all ocher reportS or 
reaisuadon St.&tl:mea&s filed by Network. with the SEC since June 30, 1997 (collectively, the 
•Network: SEC Reports•). As of mc:ir respective dates. me Network SEC Reports did not 
coruain any UIIII'Ut scatemem of .l material fact or om.it to st.ate a material bet required co be statt'd 
tbereia or necaary to mae the statements therein. in light of the circwnsWJc:es UDder which 
daey were made. DOC misleadi..Dg. The audired consolidated fin;mcJal statemeou a.od uo.audi&ed 
iAr.crim fi.DaDtial na.temea.rs of Network and the Subsidiaries included in the Ncrwork: SEC Reports 
&ad the Network fiaaacial Scatemeats have been prepared in accordance wicb United States 
pamlly accC!Jifl'd IC'OOti'UinJ principles ( .. GAAP .. ) (except as ~NY be wlicated therein or ia cbe 
aaces t.berao) m:l fairly praem iD all material rcspecc.s the fmaocial p0.$ition of NetWork &Dd me 
Subsidiaries u of me dates thereof .and the results of their operations and cbaaacs iD fmmcia.l 
position for the periods tben eaded, subject. i.D the case of the unaudited in.lerim ti.Da.ac;ial 
sca.remeacs. to normal ytar-eud and audit adjustments and lhe absence of explanatory aotcs. The 
NetWork: fiDIDciaJ Sw.cmcu.u coar.a.in IDd reflect adequate reserves for (a} all inown J~ilities 
or obUptioas of uy Dall.lre, whether absolute. conungent or otherwise. in xcord.:a.ace with GAAP 
&ad (b) all reascJG11bJy &aticipued lossn and costs in excess of e~tc:d revenue rel.atitlg w such 
loss. The 1liiiUd.Red coa.solidated i..Dlerim f1.03Dcial sratements of Network, and &be Subsidiaries 
ioc:luded iD the Nawork: SEC Reports, bave been similarly prepared a.od coattiJl mt reflect 
adequate reserves for (a) all known liabilities or obligations of any o.atwe, wb.etber absolute, 
coD1i.qem or ocherwise, iD acc:ord.a.Dcc: wilh GAAP :llld (b) all reasonably a.aticip:rted losses. 

Sectioa3.8 Absmc;t Qf Ca1ain Chan.:n. Except as set forth on Schedule 3.8. since 
September 30, 1997 cbere bas not been: 

{a) Ally material adverse change m the financl.a.l coodition. operations, business 
or prospectS of Network and cbc Subsidiaries (a ·Network. Material Adverse Eff~t"), 
includiq, bu1 DOt limitt'd to, any state or federal regulatory proceedings against Network 
or a Subsidiart which could culmin.:ue man order or olher action which could baveo such 
an adverse chaqe, excluding generally known mdusu-y crends and competitive cooditioo.s 
affectiDJ tbe industry generally; 
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(b) Any material physical cm1agc or destructton. wllelher or not covered by 
insuraoce. wbidz bas resulted in. or reasonablv could be exptcted to result in a Network - . 
Material Adverse Effect; 

(c) Any macerial labor dispute or thrc..'Jt th<:r~of or any attempt to organize or 
reor1anize lbc employees of Network or a Subs1di:J·y for the purpose of collective 
baraliwDI; 

(d) Aay direct or indirect redempuon. purchase or ot.~er acquisition by Network 
of any of tbc Network: Conunon or any othl"r shares of capital stock of Network. or 
declaralioa of or payment or dtsmhuuou ot a:1y kmu of c;~sh or other assets to any 
Sbaleholder; 

(e) AIJy employment. severance. consulting or orher compensation coruract. or 
any amenctmau or JUPPlaneat thereto. entered imo by Network or a Subsidiary with any 
din:cror or oftker. or any iacrease of compensation p~yable or to become payable to any 
of irs offic:l:n. except for iacreases in comptnsatioo in the ordinary course of business; 

(f) Ally communication. wbcthcr oral or written. to Network from Network's 
C\IS1CIDa'l or suppliers or agencies regulaung Network notifying it of. nor does Network:. 
after makio, due i.Dquity, have any knowledge of, any potential de-velopments affecti.ag 
it, wbic.b would rasoaably lead it to expect m Network Mar.eriaJ Adverse Effect; or 

(&) AIJy u.Usfac.tion or discharge of any fl'Werial liea by NetWork or a 
Subsidiary or payment by NetWork or a S11bsidiary of any material obligatioD or liabiliry, 
otbcr &ball an obliption or liabiliry included in the unaudited consolidated interim balance 
sbccl of Nawork: &ad tbe Subsidiaries as of September 30. 1997. curtent liabilities 
iDcumd liDce IUdl date ill tbc ordinary course: of business, liabilities incwTed in arrying 
0\ll Cbe U'I.DIICboDs eon.r.emplared by tbis Agreement and obligations and liabilities under. 
a.ad puhUIDI ro Cbe cenns of. lbc contracts and agreements listed in Sdw:dule 3.16 hereof; 

(b) Any salt' or transfer of any assets or cancellation by Network or a 
Subsidiary of debts or claims having .1 value. in the aggreg;~re, of more tb.a.n $~.000. 
except, in cacb case. iD the ordi.D.:lry course of busuJess; 

(i) Any knowi.ug waiver by Network or a Subsidiary of any rigbts bavmg a 
value. ill tbc auresar.e. ill excess of $500.000; 

(j) Aay mortgage. pledge or lien or othC'r encumbrance of any of Network or 
a Subsid.iary's assets, tangible or intangible; or 

(k) Any assignment, sale or transfer by Network or a Subsidrary of any material 
patent. crademark. uade name. trade secrer, copyright or other inlangible asset. 
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• • Section 3.9 No Uodjsclosed Liahilicie~ Except as set forth on Schedule 3. 9, as of 
September 30. 1:997, Deitber Nerwork nor any Subsu.hary had any materialliab&lities. absolute or 
contingem. wlilch are not shown on the Network Recent Financial Statements. A!J liabilities. 
absoJut.e or coatinxent, of Network and any Suhsadm·· mcurreu subsequent to September 30. 
1997, have, aDd as of the Closing Date will have heen mcurred only in the ordinary course of 
busi.Desa. Neitber Network nor any Subsidiary wtll. pnor tr> the Closing, incur any single such 
liability mcw.m:d subsequent to the date of this Agreement in excess of SSOO,OOO without lhe 
cooseat or IXC. The accouats, notes and other receivables, whether current or non-current, of 
Network aDd uy Subsidiary shown in the Nerwork Recent Financial Starements. and aU such 
receivables of NftWDrk and any Subsidiary ;t.s at the Closmg. arose from bona fide ttansactions 

Section 3.10 RfSERVED. 

Secdoa3.11 Benefit Plaps; ERlSA. 

(a) Schedule 3. t l(a) lists all ITI3tcrial conttacts. agreements, mangemenlS and 
UDdemudiap, whether wrinen or oral, with respect to lhe payment or delivery to any 
penon of compea.wion, bonuses. perquisites. benefits and other items of value by 
NetWOtk or aay Subsidiary providing benefitS in excess of S2S .000 per person per year. 

(b} .Schedule 3.1 i.(b) lists each employee of Network or any Subsidiary whose 
aa.aual base salary is $75.000 or more and identifies the salary. com.nUssions. bonuses. 
perquisila IDd benefits for each such employee. 

(c) No employee of Network or any Subsidiary will be entitled to severance or 
any similar pay by virtue of the: lransactiollS contemplated by this Agreement. 
Schedule 3.11(c) sets fonh each employee of Network or any Subsidi..lty wbo bas any right 
to severaace or &ay similar pay in eJtcess of S50.000 for any reason, listing che employee 
DaJDe, sevcranc:e amoum or method of calculation. and the basis for such right. 

(d) Scbedule 3.1l(d) contains a true and complete list of each written pension. 
profit sbaring, ocher deferred compensauon. bonus. incentive compellSation, stoc'' 
pW'Chue. stock option. retirement. supplemen~:al retirement, severance or Eenninalion pay. 
medical, hospil.aliz.ation, life insurance. dental. disability, salary continuation, 
supplcmeam• uoemployment benefits plan. program. arrangement or conttatt maintained, 
contributed to, or required to be contributed to by Nerwork or any Related Party 
(berei.Data:r dcfiDed) for tbe benefit of any curTenr or former employee. director or agent 
of Network or aoy Related Party, whether or not any of the foregoing is fuDded and 
whelher or DOl subject to the Employee' Rerircment rncome Security Act of 1974, as 
amc.Dded (•ERlSA •) (coUectivcly. the -Nctwork Benefit Plans"). Nerwork and its Related 
Parties do DOt bave any express or unphed commitment or conlract to create any additional 
Network Bc!:oefit Plan or modify any existing Nerwork Benefit Pian. in a manner that 
would maraially iacrease its cost~ other than as may be required to comply with ERISA 
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or the Code. Network. bas delivered to IXC, with respect to e:acb applic.1ble Network 
Bnelit:.Plu (i) true aad complete cop1es of all matenal documents embodying each 
NetWork BeDelit Plan including. wict1our limn.armn. the plan and trust or other funding 
arra.ogement relaling thereto, sul'l'lr.lary plln o~~..:npt1ons. employee handbooks or 
persoDDtl manuals. aod all amendments and suppkmenu thereto. (ii) the most recc::u 
aD.QU.i. :eport (Series 5.500 and all schedules thereto). if any. required by ERISA; and 
(iii) tbe most receot determination letter received from lhe Internal Revenue Service 
(•ms•). if aay. For purposes of this Secrioo 3. 1 1. "Related Pany• means any member 
of a C:OIIIn')Ued aroup of corporations. a group of trades or businesses tmder common 
cootrof or an affiliated service group. within the meaning of Section 414(b), (c), (m) or 
(o) of tbe Code, of Network. 

(e) Except as provtdcd m Schedule J ll<e) none of lhe Network Benefit Plans 
is iau:udcd by Network or any Related Party to meer. or is required to meet. the 
requiremalls of Section 4() l(a) of the Code and no Networlc Benefit Plan is subject to Title 
IV of ERISA. 

(f) Nerwork and any Related Parry have perfonned the obligations required to 
be perfol"'llled by lhem. uDder. and are not in def~ult under or in violation of. any and all 
of die Ner.ork Beoefit Plans in any material respect, and each Network Beoeftt Plan bas 
be= opcraral iD all material respecu in accordance with lhe requirements of aU applicable 
lawa aad replati.oDS. Neitber any Nerwork Benefit Plan or fiduciary oor Network or any 
Rdlll:d Party has taken any action. or f:ti.led to ta.Jce any action, that could subject it or any 
otbcr person ro uy material liabiliry for any excise ia;{ under Chapter 43 of the Code or 
for breacb of fiduciary dury with respect to or in connection with a Nerwork Benefit Plao. 

(I) Except as provided in Schedule 3.ll(g) at no time bas Network or any 
Related Party been cequir<:d to contribute to any "multiemployer plan .. (within the memiag 
of Seaioa 3(37) of ERlSA) and Nerworlc and iu Rel:ued Pa.rtie.J have uo liabiliry 
(conU.oa= or olberwise) relating to tbe withdrawal or partial withdrawal from a 
multicmployer pl.aa. Network and its Relaced Parries do not participace i.. any •multiple 
employer plus.'" within me meaning of Code Section 4J3(c). 

(b) No Network. Benefit Plan provides or is required to provide group health. 
medical. dealh or survivor benefits to any former or retired employee of Network. a 
Rc.larcd Party or beDeticiary tbereof. except to the extent (i) requited uDder any state law 
or (ii) uDder Section 601 of ERlSA. 

(i) No Network Benefit Pl.tn or f1duc1ary has nor dOC'S Network or any Related 
Party have uy mattrialliabiliry to any paructpant. beneficiary or otber person under any 
provision of ERISA or any otber apphc.1blc law by reason of any payment of. or failure 
to pay. benefiu or other amounts w1th respc<.:t tv or m COMecuon witb any Network. 
Benefit PLtn. 
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(j) Except as set forth on St.:hdulc 3 1 HJ). e:.~ch Network &nefit Plan m.1y be 
tcrm.ilwed by NetWork or it.s RelatecJ PJJ11e~ w1thm a penod of thirty (30) days following 
the Closing Date without accelerJtlo n or acJcJmon:ll vesung of any benefits and without 
payment of any amount as a penalty. h•>r ... s. premtum. severance pay or other 
compensation or amount 

Sea&oa 3.12 LitilatioP Except as set forth m Schedule 3. I 2. 

(a) There are no clauru, suus. as:uons. or proceedings o( any r •• uure whatsoever 
in law or in equiry. pending before .Jny court. govenunental department. commission. 
agency, iasttumentaliry or authonry or an> arbitrator. or. to the best knowledge of 
NetWork. tbratened. nor are there. to tlle hest knowledge of Network, any inve!itigations, 
wbedacr or not purponedly on behalf ,,f Ncrwl)rk:. cumpl:unts or reviews by any court, 
JOYC!'DIDCDtl1 department. comnusswn. agency. IOStnlmentaliry or authoriry or any 
arbianror pcud.iDg or tbte.uened ag:unst, relating to or affecting. Network or a Subsidiary 
wb.icb could bave a Network twbterial Adverse Effect 

(b) Neither Network nor any Subsidiary is operating under or subject to, nor 
in default widl respect to, any order. wnt. injunction. garnishment. levy or d~ree of any 
federal. sr.ar.c, mwticipal or other govern.men~l court, deparancrtt, commission, board. 
bureau. lleDCY or insaumentality. which could have il Network Materi.al Adverse Effect. 
Tbe liSe or ownership of Network's asseu. tlle use or occupancy of Network's or a 
Subsidiary's raJ property. and any interests related thereto, and the Merger does not 
c.oastimtc a default rhereUDder. 

(c) During the past five ye:us. tllere has not been nor is there now peoding, any 
claim(s) apimt IJI'f person in his or her capacity a.s either a director or officer of Nerwork 
or a Subsidiary. Network bas no acrual knowltdge or information of any act, error or 
omisaioa wb.icb would give rise to such a claim. 

(d) There is no claim. legal acuon. su1t. arbitration. govenuneo~.al investigation 
or ocber lcaal or other administrative proceeding, including any bankruptcy proceeding. 
oor uy order. decree or judgment in progress. pending. in effect or. to the knowledge of 
NetWork tbteaumed, against or relating to Network or a Subsidiary, wbich would 
negatively affect the transactions contempl:ued by th1s Agreement. 

Sectloa 3.13 Compliapcc wjth Laws. Except as set forth on Schedule 3.13. (i) 
Network's and each of me Subsidiaries' operac10n of 1ts busmess is in compliance in all material 
respects with all applicable w-iffs. laws. regul.:ltaons and orders. and dt) nc:ither Network nor any 
Subsidiary has received wria.eo ootice of any ''1olat10n by Nerwor.k or ::uch Subsidiary of its tariffs 
or of laws. reauJatioas and orders from any govenunenul em1ty having authority to enforce such 
Qriffs. Jaws. replazioas and orders. includmg. but not limited to. the Communications Act of 
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1934 as amended by (a) the:: Tek;:orrunum<.::.~r•un~ A,;t of 1996 and (b) the Telephone Consume: 
ProteCtion Act .ef 1991 . 

Sec:tioa 3.14 ~ E~~~iH J~. >c! Iueth •·· S~hedule 3 l.t. (;a) aU federal income t.l.'< 
returns. and olher federal t.1X reru~ns. dcdarauoru vf e:;umated u.~ or estimated w deposit forms 
of every nat'W'e required to be filed by Network have bec..n duly filed or wiU be duly filed as of 
Closins. and (b) all state, counry anti I0\::.~1 l;i.'< returns and dc:cbr.nions of estimated t.u or 
estimated we deposit forms requued tu he flied by Network. have been duly filed (e1cep1 where 
failure to file sw:h returns. declarations or fomts dcscnbed in this clause (b) would not bave a 
Network Material Adverse Effect) and all of the returns. declarations and forms referred to in 
clauses (a) and (b) were or will be when tikd true:. correct and complete tn all m.lterial respects 
and NetWork bas paid all u.xes wh1ch have bc~o:omc due and owmg or pursuant to any assessment 
received by it and lias paid all insullments of estunated UJl due. None of such tax rc:rurns of 
Network or any such Subsidiary contains, or will contain. a disclosure statement UDder Section 
6662 of the Code (or any predecessor statute) or any similar provisaon of Slate. local or foreign 
law. Wbcre suc:b reuuns and reports h.Jve not bc'cn auditetJ and 'pproved or settled, lhere tw nor 
been any waiver or eltension of any apphcable sutute of limitations, and Nenvork has not 
received any notice of deficiency or adjusunem Except a.s described on Schedule 3.14, attached 
hereto aDd made a pan hereof, the bal~ce sheet m the Ner:wort Recent finaocial Statements 
c:omaios liabilities wtw:b are and will be' suffu.:sent for Lhe payment of all r~pective federal, swe, 
coumy. city aDd local wes and assessments. whether current or deferred. All wes and other 
assessiDCGIS aDd ~nits wbicb Network: is requtred by law to withhold or to colltct bave been duly 
witbbeld ..S colleded. and bave been paid over to the: proper govet"DD1lCnn.al aucborities or are beld 
by NetWOrk iD ib baDk accounts for such payment. All stau:menu and reports required to be filed 
uDder any cbaprcr of me Code by Ner:work have been duly filed. No issue bas been raised by lhe 
IRS or any ocba' r.uiag authoriry in any uarnination which reasonably could be expected to result 
in a proposed deficieacy for any period not prev1ously examined and no state of facts tltists or 
has ex.isted whic:b would coa.~tirute grounds for the assessmenl of any liabiliry for tues with 
respcc:t lO periods prior to tbe Closing which have not been examined by tbe IRS or any other 
taxing awboricy. Except as set fonh in Schedule 3. 14, there is ao pending or, to lhe lmowledge 
of Nerwort. lhn:al.tDrd aaion, audit, proceeding or investigation with respect to \i) cbe &SSQSment 
or collectioll of cues or (ii) a claim for refund made by Network or any Subsidiary with res~>'- .:t 
to Wles previously paid. No consent has been filed under Section 341 (f) of tbe Code with respect 
to Network or any of the Subsidiaries. Neither Network nor any of the Subsidiaries was 
previously acquired ill a •qualified stock purchase" under Section 338{d)(3) of the Code and no 
elections uDder Scaion 338(g) of the Code. protect1vc: carryover basis ele-ctions or offset 
prohibition electioos are applicable to Network or any such Subsidiary or any predecessor 
corporation. NeUber Nerwork. nor any of the Substdtanes h.:LS p.uticzpaced in, or cooper~ted with, 
an inlemaliODil b<lycoa within the mc:anmg of Secuon 999 of the Code. Excepl as disclosed in 
Schedule 3.14, oeicber Nerwork cor any of the Subsidiaries is requ;red to include in income any 
adjustmcDf. punuam to Section 481 (a) of the Code (or similar provisions of other law or 
re,uJatioas) by reason of change in accounung method nor d~s Network or any Subsidiary have 
any knowledge chat tbe IRS (or other ux:ng au1hm uyl h;t!. pwposed. or IS 'ons1dering, any such 
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change in ~ccountiag method. Netther Necwork nor any of rhe Subs•diaries is a party to any 
agreemeal. co_nuac::t. arr~gement or plan that would result tn the p~yment of any •excess 
parachute payment* within the mearung of Secuon 280G of the Code. None of the assets of 
Network: or uy of che Subsidiaries is property th:lt is requ··~«J to be trened 3S owned by any other 
Person pursuant to the •safe twbor le.::~.Se" provis•ons of former Section 168(()(8) of the Internal 
Revenue Code of 19S4as amended and in effe1:t immed~:uely prior to the enacnnent of the Tax 
Reform Aa t~. 1986 aod none of the assets of the Network: or any such Subsidiary is "taX exempt 
use property• wir.b.in the mcan.ing of Sa:tion 168(h) of the Code. None of the assets of Network: 
or ~y of dae Subsidiaries secures any debt lhe interest on wh1ch is tax exempt undf'r Section 103 
of the Code. No Uxlcbtedness of Network or any of lhe Subsidiaries consists of '"corporate 
acquisition Uxlcbcedoess• witbio the me~ning of Sectlo;J 279 of the Code. There is no currently 
binding elec:tioa with rapea to wes affc:ctang Necwork. or any of the Subsidiaries for any period 
beginnin& on or afccr me Closing Dare. Neither Necwork nor any of the Subsidiaries has applied 
for and not yet received a ruling or determiuuon from a wing authoriry regarding a past or 
prospective ttuiSICtioa of Network: or any of the Subsidiaries. Neither Network: nor any of tbe 
Suhsidiaria bas beeD i.Dcludcd iD ay consolid.ued. combmed or umwy Tu Rfturn provided for 
wader the laws of dae Uair.ed States. any state or loc~lity with respect to Taxes for aD) :axable 
period for wb.id! dae tWUc of limitations bas not expued; h3S any liabihry for me Taxes of any 
Penon under Tn:uury R.qulation Section 1.1502-6 (or any sunilar provuioo of state. local, or 
foreign Jaw). u a nasfa'ee or sucussor. by coouact. or otherwise; and tbm: are not tax sharing 
apements il1 eff1:ct between Netw-ork. or any of the Subsidiaries and any ocher Person. No 
c:oa.traa of Ncawrt or auy of tbe Subsidiaries that is a long-term contract (for purposes of Section 
460 of the Code) bas bca reponed on a method of w. accounting other than me 100 percent 
perceataae of completion method of income we purposes. 

Section 3.15 JllaU. Schedule 3.15 is a correct and complete list sett.i.Dg forth the name 
of each b&ak in wbic:h Nuwork: bas an account, line of credit, credil faciliry or safe deposit box. 
the aame.s of all persoas autborized to draw thereon or to have access tbereto, and tbe name of 
each person boldiDI a power of attorney from Network: or any Subsidiary. 

Sectioa 3.16 Cogtri(H. Sc:hedule 3.16 lists (or. in tbe case of oral con&..·:acts. plans, 
apecmmu, atriDiemeDb aod leases, describes) all of lhe following conuacts, plans, agreements, 
&n'llllemenb aad 1eues co whic:h Netw-ork: or any Subsidiary is a party: (a) each contract for the 
tua.are purcb.ue of maraials, services, supplies or equipment which (i) has a lCml iD excess of one 
year or (it) oblip.Ca NetWork: or any Subsidiary to pay. in one inswlmear or in tbe aggregate over 
its tam or oat year. wbic:bever is shoner, an amount in excess of $100.000; (b) each conuact 
and letter of aw.borization with a customer mal.ie m the ordi.n.3ry course of business which 
geoer.w:s revenues for NetWork: or any Subsidiary over its term or in any ont twelve (12) month 
period, whic:bever is Sh'Jru:r, io excess of SlOO.OOO: (c) each lease of. or license or right to use, 
real ADd perso.ul property wb.ic:h (i) bas a tenr. in excess of one year or fii) obligates Network: or 
any Subsidiary to pay, in ont iDswlment or in the aggregate ovt"r its term or one year, wbichever 
is shorter, an amount in excess of $100,000. wh1ch leases and licenses and ri&hts sball be set forth 
separ.ueJy in Schedule 3.16; (d) each conUiCt and agreement with Affiliates (as defined in Se-ction 
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3.26 below) of Ner:work and e:~ch Subsid1;uy. t c > mongJges. 1ndc:nrurc:s. secunf) agreements and 
odler a&rftmeall ltld odler instrument:; relaung lo the burro wang of money by. or any exren.sion 
of credit to. NeNrOrk or any Subsidiary. {I) pannersh1p. JOint venrure or other arrangements or 
agreements to wbich Network or a Subsid•ary 1s a pany mvolving the sharing of profits; (g) 
comracts or commitments limiting the freedom ,,( ~ctwor k or any Subs1d1ary ro compete m any 
line of busir. .s or iD any geographic area or <Ntlh any person; :utd (h) .agreements pursuant to 
which NetWork or uy Sub$id;.ary acquired (by merger. consolidarion or acquisition of stock. or 
assets or otherwise) uy corporation, putnership or other business organization or division 
thereof. Except as set (Ortb on Schedule J .16 hereto. Nerwork. and each Subsidiary bas performed 
in all mareria.l rapeas all obligations required to be performed by it to dace and bas not breached 
and is DCM iD default ua:ler aDY agreement. in any material respect, listed in Schedule 3.16 or to 
which it is a pany or by which it is bound. and all of the s:une are enforce.1ble in accordance wilh 
th"ir terms. 

Sec!Joa 3.11 Titles. Rcal Ptopertv Matters. Schedule J .17 contains descriptions by 
wegotics of NetWOrk's and eacb Subsidj.ary's o..vned real property (including all plants and 
structureS loc:ared cbaeoD) (me •ReaJ Property") as of lhe date of lhis Agreement. Except as sc:t 
fonh iD Sc:bedade 3.17. NetWork and each Subsidiary bas good and marketable title in fee simple 
to such propenics, free aad clear of aU liens and encumbrances and use rest.nctions. NetWork and 
each Su.bsidia.ry owns or leases alllhe furnlwre. equipm~PJ and leasehold improvements located 
iJ2 cbe suuc:aares rcfatcd co iD SclleduJe 3. 17. AU olher asse~ and property u.sed in the business 
of Nerwort ..teach Subsidia.ry. and all assets and property reflected in Che balance sheet iac:luded 
in !be Net'MJit Ra:al F&DIIK:ia.l Swements or acquired after lhc date of such balance sheet (other 
tba.a a.sseu or property sold or otherwise disposed of in tlle ordinary course of its business 
subsequent CD suciJ dare) are iD each case free and clear of all security interests. mongages. 
pledges. lieos, coaditioul sales, agreements. leases. eocumbraDces or charges of aDY nature 
wbatsoever ex.cepc usa forth in Schedule 3.17. All real estate owned, leased or licensed by 
NetWork, 111:1 !be Subsidiaries, their uses, appunen.ances and improvements subsWltially comply 
with &11 applicable otdioaac:es and regulations, buildiog, and 2:oning laws. Tbe buildings, 
madWxTy ud equipmeDt of Nawork and the Subsidiaries are in good and serviceable c:oodition. 
reasonable wear ud tat excepted. 

S«tioo3.18 f.Dyjropmcntal M:auers. 

(a) To the knowledge of Network. operatwns of Network or any of its 
Subsidiaries CODfuaed at the Real Property. any of Nc:"cwork's or a Subsidiary's previously 
owned real property and any re3l property previously owned or now le35ed, licensed or 
otberwjs,e oc:a~pied by NtcWork or such Substdtary (each a ~sire") at all times during such 
OWDersbip. lease, license or occupation complied m all respects with Environmental Laws 
(as detioed below), except for noncompliance that would not bave a Nerwork Material 
Adven" Etrea. NC1Work and e:~ch SubsJ<.hary has obuined all goveroment2.1 
aumorizarioas aDd permits under EnviroMlenl..ll Laws necessary for its optrations. 
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Network and each Substdwy r. m m;ucnal comph:lnce with each term ar.::t condition of 
such ~~~orizations and pc::rmsts. 

(b) The real property o~.:cupied by Network in coMection with its business or 
a Subsidiary's operations thereon art.' nne. to the best knowledge of Network. subje:.:: to 
(i) aoy federal, state, or local mvest1g:u10n. to the best knowledge of Network. (ii, any 
judicial or administrative proceeding allegmg the violation of or liability under any 
"":nviroameQtal uw, or (iii) any outstJm.hn~ wrinen order or agreement wtth :lny 
goverameDtal authority or private party rclatmg to any EnviroMlenul Law. 

mean: 
(c) For the purpose of !his Agreemem, the term "Environmental Laws· shall 

The Comprehensive: Environmental Response, Compensation and Liability 
Act of 1980, as amended by the Super{und Amendmcacs and 
Reauthorization Act of 1986; lhe Emergency PlaMing and Commun.ity 
Right-to-Know Act; the Resoun.:t ConservatiOn and Recov~ry Act; lhe 
Hazardous Materials Transportation Act of 1974; the Federal Water 
Pollution Control Act; the Clean Air Act; lhe Federal losecticide, 
Fqicide and Rodenticide Act lhe Safe Drinking Water Act; lhe Toxic 
SubsWK:eS Control Act; the Ou Pollution Act of 1990; any Jaws regulating 
the use of biological agents or subsunces including medical or infectious 
wastes, ea.c:b as amended or supplemented through tbe date hereof. 

Sectfoa 3.19 Broker's Fees. Except as disclosed on Schedule 3.12, no person or entir:y 
other tlwl Morp.o Stanley&. Co. has been aulhorized to act as a brolcer. fmder, fmancia.l advisor 
or in Ill)' other similar capac:ir:y as to give rise to any claim for brokerage or fLndcr's fees or 
commissions with respect to tbc transactions contemplated hereby by anyone claiming to bave 
acted on behalf of NetWork. 

Sec:doD 3.20 Labtt Mattea. No group of employees of Network or a Subsidiary i~ 
presently or,a.aized inr.o a collective batgainmg unit. No labor un.ion bas recently attempted. 01 

is presetdly ~.to organize any of Network's or a Subsidiary's employees into a coUective 
bargaining unit. No employees of Network or a Subsidiary are on strike or threatening to srrike. 

S«tioa 3.11 CouOict~ or Interest. bcept as set forth on Scbedule 3.21, oo director, 
officer. or employee of NetWork or a Subsadiary or any relative of any of tbem, has (a) loaned to 
or auaraolted tbe ICIQD of a third party to Network or a Subsidiary or borrowed any money from 
NetWork or a Subsidiary or (b) any interest in any propt'rry. real or rersoJUl whether owned or 
lased. WlJible or ia'aagible, including but not !united to. software, inventions, patenlS, trade 
names or b'lderoarks used in coMection with or pertaining to the business of Necwork. a 
Subsidiary or aoy lender. supplier, customer, sales represenuuves or distributor of Network or 
a Subsidiary; provided, however, that such dtrector. officC'r. or C'mployee or rel;uive thereof shall 
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DOl be deemed to have such interes[ soi~ iy by virrue of lhc ownership of less than five percent of 
any stock or iD1ebrcdn~ss of any publicly held comp:my. lhe stock or indebtcdnns of whiCh 1s 
ttaded on a recognized stock e~change 

Sec:tloa 3.22 lnsurapcr Covcra:e S.; h~dule 3.22 is a correct and complete list of all 
ma~rial iDsuraDce held by NetworK and the SubsidiariC' 'i including the policy number . oame of 
carrier, c:overap, Emn, expL!ation dJte ;md prem1um. NetWorK and eacb of lbe Subsidiaries b:ave 
their buu~. plaDts IDd properties, including. bur not lirn.ited to tel«ommunic:atioas equipment 
and iDve.a.tories, i.Dsured for its actual CJ.Sh value . but not exceeding the amcwu it would cost to 
repair or replace such propcnies. against loss or damage by tire and all other baurc1s and risks 
of the cbaracter usually insured against by person-; operating similar properties iD me loc.aJiries 
wbere such propcnies are located under valid and enforceable policies issued by insurers or 
recognized respoasibility. Such insurance cover3ge will be conu.nued in full force and effect 
du'ou&h me Closi:ag. Nei~r Network nor any Subsidiary lw noc been refused l.ilY insurance by 
an iDsuraDce carrier to whicb it bas applied for insuunce during me past wee years. 

Secdoa 3.%3 RFSEBVED. 

Secdoa 3.24 Coaa;t Bcc:ords. The fm.mci.al records, ledgers, account boots, minure 
boots, JtOCk cenificale books, srocK registers , md olher corporate records of Network and each 
of the Subsidiaries are current, correct and complete in all materiaJ respects . 

Seetloa 3.25 Vote Required . Tbe approv:Ll of me Merger and me adop(iOD of this 
AgreemeDI by the bolden of a majoriry of me vo ting power entitled to be can by all boldcn of 
the outsraodin1 shares of Network Common (lhc ·NetworK Sbolreholder Approval'") is the oaJy 
vote of die boldtrs of any class or ~ri~ of lhe c.apit.l.l stocK of Network required to approve lhis 
Alfeauall, me Mer1cr, and the other transactions contemp~red bereby. 

Secdoa J • .%6 Ac:cognch;r Maum. Neilher Network nor. to Network's best toowledge. 
any of ia Atfiliala (as defiDed below), b.1.s taken or agreed co tate any actiotJ dw would prevent 
lbe accou.DliDI foe die transactions contemplated by lh1s Agreement as a poolmg of interesu ir 
accordaaee with GAAP and applicable SEC regulations . For purposes of chis Agreement, the 
cerm .. Atfiliare, • except where otherwise defl..ned herein, shall mean. as to any pcrsoo, aay ocher 
penon which direaly or iadirecdy controls. or i.s under conunoo conrrol with. or i.s c:onaoUed by 
such person. M used in this defm.ition. '"conrrol" (including, with its correlative meanings. 
•cooaolled by" IDd •UDder common control wilh") sbaiJ mean possession, di.redly or iadirectly, 
of power to direct or cause die direcrion of management or policies (whether mrougb ownership 
or securities or partnership or ocher ownership interesi.S . by concract or olherwise). 

Sect.ioa 3.27 RCfi,$tratjgg Scatcmcnc and Pron Statcmcpt. None of the iofonnatioo 
supplied or to be suppUed by or on beba!f of Network for inclusion or incorporation by ref~reace 
in (a) lhe rq'isuation swcmeru on Form S-4 or .:my post ·eff~cu ve amendmenr ro 011 ~gistr:arion 
sw.cment oo Form 5-oC to bt filed wilh lhe SEC hy IX< · 111 ~·, ru•c.-cuon w1lh lhe issumce of sllares 
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of the IXC Commoa in connection with the Mc:rger (the w Reg1str:mon St:Jt<:ment .. ) will. at the 
time the ResisJJDtioa Sta~ement is filed with the SEC and at the time it becomes effecl1ve under 
the Securities Act, com.aia any untrue statement of a material fact or omit to sure any material fact 
required to be stated dlereio or necessary to make the stltc:m~"oh therem r:m misleading and (bJ 

the proxy statement, in defmitive form. rdaung to tht• mcc.-tul~ of the Sh;.arelwlders to be hdd m 
toCLDeCtioo wicb the Meqer &Dd the uansa,uons related thereto (t!-e -Proxy Statement"} will. at 
me dares mailed 1.u cbe Sbatebolders aad at the time of the: meeting of the Shareholders to be held 
in coaaectioa with lbe Meraer. cootaio any untrue statement of a lll3terial fact or omit to state any 
material fact required to be staced therein or necessary in order to make the statements therein. 
iD liaht of tbe circuiDstaDces under which they are made. not misleading. The Registration 
Swemeat &Dd the Proxy Statemeru will comply as to form in all material respects with the 
provisions of the Securities Act and the Exchlnge Act and the: rul~s and regulations thereunder. 

Sec:doa 3.28 Ogigigp g[ Finand;1l Advisor. Network has received the opinioa of 
Morgan Stmley "Co .• diUid u of the date hereof. to the effect that, as of such date, the Merger 
Coasideratioa is fair from a fiDanciaJ point of view to the Shareholders. 

Sa:tiGa 3..%9 IMtm; 0f 6&aac!· Nerwork boLs made available to IXC rrue &Dd complete 
copies of all CUIUIIDCI' lcucrs of ageucies C'LOAs") as of September 30. 1997. To Nerwork's 
k:Dowledgt, after diliJCDl scrutiny as required by law. all such LOAs were obtained in accordance 
with applicable Jaw &Dd were valid of 5uch date. 

Secdoa 3.30 PmaiH. AllJJUttriaJ franchises. pemtits. licenses. qualifications, rights-of­
way, eascmems. IDUDi.cipab aDd other approvals, authori.zauons. orders. consents and other rights 
from, and fi1.iDp with. any JOVernmeot authority of ~ny jurisdiction worldwide relating to the 
, Dduct of NetWork's &Dd each Subsidiary's business (collc::uvely. ·Permits") bave been duly 
obtaiucd and ue in full force &Dd effect and there arc: oo proceedi11gs pendmg or. to Network's 
knowledge. r.brtar.eoed which may result io the revoc.auon. c.anceUation or suspeasioa. or any 
adverse modifiellion. of a.ay Permit. 

Sedioa 3.31 Sutfgp 203 tiD' Al)plicable. The Board of Directors ot Network tw taken 
all actions so tbal c.he restrictions contained i.n Secuon 203 of the Corporation Law applicable to 
a •busi.ct:ss combiaation'" (as defined in such Section 203) will not apply to the execution. delivery 
or performaoce of chis Aan:a:ant or to the consumrn:ahon of the Merger or the otbtt transactions 
coocemplartd by this Agrftment or any of the Transaction Documents. Network does not own 
any shares of the capital stock: of lXC. 

S«tioa 3.32 DW:Iaimcr. Network sh3ll noc br dc:rmc:<1 to have I"Mde to l.XC any 
represenwioa or W'lmUif"J other man as uprC'ssly m:tde by Network in this Article In. Without 
limitin& the geaeraliay of the foregoing. and notwitlL'>Iandmg any utherw&se eJ(press tepre.sc:nuuons 
.and warra.aties made by Network in this Arude Ill. Network ITt.'l}.es. no represenuuon or warranry 
to IXC with respect co: 
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(a) Any projections , estimates. or budge[S heretofore delivered to or m3de 
.available 10 lXC or furure reve nues. e :~ penses. or expend1 rures or furure results of 
operations; or 

(b) Except as expreo;sly co \·ereJ by a r-;JresenLJtion or warnnry conuined in 
Otis Article m. uy other information or documents (financial or otherwise) made available 
to IXr or its counsel, accountants. or advisers with re~pect to Nerwork . 

Secdaa 3..33 Due Dili&cacc lgvcstj:atjon 

(a) NetWork acknowledges thai 11 h:J.S had the opporruniry to visit with IXC and 
meet widJ IXC's respective officers and other representatives to discuss the business and 
die assecs. liabilities. financial condthon. c:15h flow . anJ operations of JXC. 

(b) NetWOrk acknowledges lhat it bas made its own independent examination, 
illva&ipdoa. ualysis, aad evaJuauon of IXC, including Network's own estimate of the 
value of IXC't busiDas. 

(c) NCIWOlk acknowledges that 1t has undertaken such due diligence (including 
a review of die llldS, liabilities. books. records. and contracts of IX C) as Network deems 
ldequare, iDcludiD& mat described above 

Secdoa 3.34 fqng or Warrant . Eacb of tbe agreements representing the Warnocs is 
of one of tbrec forms provided to IXC entilled "Certific:uc for Common Srock Purchase 
Wanam", •Noa-Qualified Scock Option Award Agreerncal'· . or ·Representative's Stock Purchase: 
Option or Warrur Ap-ecmem·. 

Time: 

ARTICLE IV 
COVENANTSOFNFrWORK 

Network covenanrs ad agrees that from the d;uc hereof to and incfudin!!, the Effective 

SecdoR4.1 Meiptcgags;c o( Business. Network shall , and shall cause each of the 
Subsidiaries to, coDiinue to carry on iu business. maJDLJiD iu rlanu and equipment and keep iu 
boob of ICCOUDt, records and files in substanrially the SJ.me manner as heretofore. Schedule 4.1 
contains 1 list of all expenses outside the ordinary course of bus mess that Network anticip;ates 
makin1. or Ullicipaaes dw lbe Subsidiari~ will make, pnor 'O or at Closmg, e~cludiDg all legal. 
profalio.oalllld invcsaDen~ advisor fees incurred in coMection with the Merser . Nerwork will 
maiacaiu, IDd will ause each of the Subsid i :~ries to maintain. in fu ll force and effect without 
reductioa imuraDCc policie~ oow in effecL Network will CQnt inue . and will cau.se each of tbe 
Subsidiaries tD colllilwr, 10 carry on such Jccmues. plaru , c.1p1t.1l and operating programs which 
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were approved by itS board of directors pnvr to the date hereof. provided that such activities, 
plal:ls aocl progr:rms sbail DOt involve expcnd1t'...:res exceeding S250.000 for each such acuvicy. plan 
or program. If any such activities. plans or progrlms exceed S::!50,000 they shall, prior to their 
implemeawion. be submitted to IXC in wntmg. and shJII hJve been approved by IX.C. 

Secdoa '! Naatiu Covmants. Except for the pcmuned acuons of Nerwork set forth 
on Schedule 4.2. wimout me prior written consent of IXC. Nerwork shall not. and shall not pennit 
any of the Subsidiaries to: 

(a) Issue, sell. purchase or redeem. or grJn! shares, opuon.s, warrants or such 
ocher rights to purchase or otherw1se :&gree h) 1ssue. sell. purchase or redeem any sh3tes 
of iu capital stock or any otber securittes of ~etwork or such Subsidiary; 

(b) AWDd its Certific.ate of lncorpouuon or amend its Byt:aws; 

(c) lDcur or prepay any liabilicy for borTowed money. short term debt or long 
term debt (as those ccrms are defmed in GAAP). and at Closing, Nerwork shall bave oo 
lDdcbCedDess as dtfi.Ded in IX C' s Indenture relattng to Its 12 ·1 !2% Seruor Notes due 2005, 
excepc u approved by IX C ~ 

(d) Pay or guaraatee aay obligation or hab1liit. other than obligations or 
liabii.Wes reflect.ed ill tbt bala.ace sheet contained in the Nerwork Recent FiDaacial 
Sta~em.eDts, when due, liabilities incurted since the dare of sucb balance sheet iD tbe 
ord.i.Dary course of business a.od obligattons under contrJcts and agreements referred to in 
Schedules annexed hereto or entered into m the ordirwy course of busmess; 

(e) Adopt or modify any severance. consulling. bonus. pension. profit sharing. 
betletit or otber c:ompeusation p(an or arrangement or mcre:ue its overaJt work force, other 
than i.a tbt aormal c.ourse of busi.Dess. or enter into any wrinen contract of employment 
requiria,g paymeoa of more than S7S,OOO in any 12 month pcnod; 

(f) Encer into or modify any conuact or commttment. incur any liabiJicy, 
absoh&ce or coatingeat, waive or fail to enforce any nght or enter into any other 
transKtions, other t.bao in the ordinary course of bustness; 

(g) Willfully take any action that would or m1ght reaso~bly be expected to 
result in any representation or warTlnl:y set fonh in Lh1s Agreement being or becorrung 
unuue in aay material respect or in any of LhC' coodiuoru to the consununauon of the 
transKtions contemplated by tbis Agreement set forth m Arucle VUI hereof not being 
satisfied; 

(b) Have declared. paid. made or become obligated to make any dividend 
payment or other disuibution to the Shareholde(S. 



(i) Emer 1r.10 ~:• :1~.:.:~:1 ... ! -.,>n::~.:'.' \• ' r ~.·)~~~ ir. a n:J.te~ial way any such 
exi.stiJI¥"c:oDU'III:U) for (i) the materiaJ purchase oi communications services unl"ss such 
conti'ICts are fll'st approved by IX C. or (ii) J.c4uire (by merger . consolidation or 
:n:qui.sition of st~lc or asse:.s or C't ::c·~·. ;:..: ! l'l:· l"() IT-' • Jf :· ' O. pl:-tnershtp or other bus tness 
orpainiio.a or div:sion :~ere~(. 

(j, Willfully we any acuon whtch would, or would be reason.1bly likely to, 
pre¥tDI ICCOUDDDI for rhe [!3DS3Crtons contemplated by mis Agreement IS a pooling-of­
interests in JCCOrdance with GAAP and .1pplic:!blc= SEC regulations; 

(k) Take any action wh1ch would . or wot..~ld be re:~sonably lilcely to. adversely 
affea lbe abiliry of rhc Merger to quallfy for t.l:< -free treJ.tment under tlle Code. both to 
the parties bereto and their respecuve shareholckrs. 

(1) Make aoy changes in its accounting methods. eJtcept as required by law, 
rule, rqulalioa, or GAAP; or 

(m) Fail ro maiDtain its advertising and promotional expenditures in tbe ordinary 
course of bnsirss c:omisceot with past practice. 

Secdoa 4.3 Os:ppRation. Good,will. Nctworlc sh oal! preserve, and shall cause eacb of 
me SDbsidilria CD pitsel ve, ils busia.ess orgutizatioo intact :wd use us best cfforu to subswltiaJly 
reGia its prcsem ofticeniDd employees and. preserve the good will of its supplim, customers and 
ocbcrs baviD& busiaess rcJatioas with it. 

Section 4.4 RESERVED. 

Section 4.5 CAtPQraCc Adioq. Subject to the provisions of this Agreement, Network 
shall cake all "t'C'a'''Y corporate and other act1on requued of it to ~rry out the uansactiollS 
c:ontemp~ by dW Agreement; provided. however, mat nothmg in mis Article lV or a.oywbere 
else iD Ibis Agrecmea.t sbaU require Network to carry out such trJnSactions if a Final urder (as 
defiDed iA Seaioa 8.3 of Ibis Agreement) of a Conunission com.1ins a term, condicion or provision 
wbich NetWork IDd IXC reasonably determine to be unduly burdensome. 

Sectioa4.6 Third Pany Con.scn~. 

(a) Network will obtas.n. and will cause each of the Subsidiaries to obtain, or 
cause to~ obcaiDcd the consenr of any mud party whose consem is required in order mat 
NetWork cao emer into and c:onsumm3tc: lhc transacuons conrrmpl .1tcd by this Agree~nt 
(assumial dJal DCC is able to collSummate such tr:msactions) w1thou1 material violation of 
any reprcsclllatiou, warnnry or covenant made by 11 10 m1s A!Zreement; provided, 
however. mat if iD rhc reasonable bu5mcss juJgmcnr of NC"t"-ork and IXC. it would be 
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ill".proc:tic3ble lO ob[.lin regulatcry app r~)\ :ll of Lie .\-kr~er 1.1 a jt: ~ tsd:cucn, the failure to 
obWII mcb approval will not be a breach of lllis covenanL 

(b) Nc:wor~ wi\i us~ H'i rt:J•:onJhle ~:': · ; it~ . :!!ld wtll <:J'.I.se e:~ch of c.~e 

Subsidi~ries lO use i:s rea.iOn.J tJJc t:nun ... :u coopa:..!t ... :ch :.'\C to < ow!n or ~:a.:..se to be 
obraiaeo lbe consent of any tllird party whose consem ts required in order tbat tbe 
tran.sKti.ons contemplated by this Agreement may be consumnuted witllout violation of 
any represenwioa, warranty or covenant m.lde by IXC in this Agreemeot. 

Sed.iaa ~. 7 $ccurjtjcs Laws. Ne 1 '.l.·ork will coo perJte. and will cJuse eacb of tile 
Subsidiaries to cooperate, with IXC in taking all action anJ providing all information necessary 
to permit tbe transactions contemplated herem to be consummated in compliance with all 
applicable federal and swe securities l.tws and regulauons . 

Sectioa ~.8 Cqmmunjcatio~ Lows. 

(a) Network will ta.ke all reasonable action. and will cause each of tbe 
Subs.id.iaries 10 rate all reasooable action necessary to permit tbe tran.sactions contemplated 
herein to be consummated in compliance with all appl i~ble federaJ. s~te a.ad local 
telecommunications laws governing or applicable to Network the Subsidiaries a.ad their 
respective busiuesses. 

(b) Nerwork will use its reasonable efforts, and will cause eacb of tbe 
Subsidiaries to IlK its reasooable efforu. to cooperate with IXC lO permit tbe transactions 
coatemplaled baeiD fD be consummated in complia.oce with aU ~pplicable federal, s~te IDd 
local telecoiDIIIWlicatioos laws governing or applicable to IXC and its business. 

Sedioa ~.9 Notice or Prpcudjn=. Network will, upon becoming aware of any order 
or decree- or any complaint praying for an order or decree restra.i.DiDg or enjoLDiDa the 
consummatioa of tbis Aareement or tbe transacuons contemplated bereuodcr. or upon receiving 
any notice from any aoverumeow department. coun. agency or commission of its intention ro 
instiane u iavestiplioa into, or institute a suit or proceeding to rcsu"iD or enjoin tbe 
cooswnDualioD of tbis Apeement or sucb trans.Jctions. or to nullify or render ineffective tbis 
Acreement or suc:b ttmsactio.as if consumrn.a1ed. promptly notify JXC in writing of sucb order, 
decree, complaint or notice. 

Sectioa 4.10 Cqnridcntialjlv. Network shall m01intain all information gained from l.XC 
in c;onncction with it.; evaluation of the transacttons comemplated by this Agreement that is 
confidential and propricw-y to IXC (the "IXC Confidential lnforma11onft) in srnct coofadence, a.nd 
shall ualce all precautions necessary to prevent dtsclosure. access to. or transmission of the IXC 
Confidential Iaformation, or any pan thereof . to any thtrd parry. except (a) for the exclusive 
purpose of evaluacm, tbe Merger and (b l as required by law or order of any coun baving 
competent jurisdiction; provided. however. [hJ! before dss..:lostng ~ny IXC Confidential 
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laforrnJtiOil uu.der this cxceptior.. Network sh.:lll give L\C Sl:!~i~;!::f o1C.£icc t·J ~:low i! !C' seek an 
appropri&re prot.ecti¥e Older, IDd (c) as is necessary Of required for Nerwork to satisfy its 
disclosure obligations under applic:»ble federal and st~te ~ecuritie<> IJws Network shall u.se its 
re:!.SOi'l:tble be:t effons to ensure thar any ~non or eatiry ~o ·.v~o:.: ::1:~:: o.::.::os~ I.\( (or.tidcr.=i~l 
Info"1llation ~b:Li.l keep su.c.b iulol'l:I:Wion toofic!c:nuai. The IXC Cm:iC..:c::-:t':..' !nfo;m::a~:cn ~ball be: 
used only for che purposes .... evaluating c.be transacuons contemplated hereby and in the eveDl the 
Closing does not occur for any reason. Network shall. immediately upon IXC's request, return 
aU copies IDd recordings of the IXC Confidential Information in mc:ir possession or under lheir 
conuoliDd d.elete all n:cord.s thereof in any data storage system maintained by or for Network. 
Network's obligations under tbis Seaion 4.10 shall survive the Closing for a period of three 
years. 

S«tioa 4.11 RESERVED. 

Sectioa 4.12 Adyax Emil. Promptly after me occurrence. or failure to occur. of any 
event. the oc:curreDCC or failure of which (a) would result in a Nc:twork Material Adverse Effect, 
or could reasoDably be apec:ted ro result in a Nerwork Material Advc:rsc: Effect or materially 
adversely atrect tbe ability of NetWork ro perform any of its obligations under chis Agreement. 
(b) if kDoWD as of dae dale of Ibis AlfCCIDtDI. would bave been required to be disclosed to IXC. 
or (c) CiWieS any repaesearatioa or warruuy contained in this Agreement or any Schedule bcreto 
w be WID'1Ie or ~ ill auy marai&l Jespcc:t at any time from lhe date of r.bis Agreement to 
aDd iAcludiq tbe Closiq Dare. NetWork shall provide to IXC all relevant information related 
themo. 

(a) Network shall, as sooa as reasonably pr;~cucable after r.be date bereof, (i) 
take all stepS rsec:.eswy to duty cal!. g~ve notice of. convene. and hold a meeting of me 
Sharebolders (dae •Network Meeti.a&") for r.be purposc: of sc:curing the Nerwork 
Shareholder Approval. (ii) disrribute to the Sb;ueholders me Proxy Statement in 
accordaDce wirh applicable feduaJ and state law and its Censficate of Incorporation ar&J 
Bylaws, (ill) reeommeDd to tbe Sb.a.rc:holders the approval of lhe Mc:rgc:r. chis Agreement. 
lhe Transaction Documents to which Network is a party. and me uansactions contemplated 
hereby and tb.e.reby. and the adoptioa of this Agreement and such T ransactioo Documents, 
and (iv) cooperar.e and consult wir.b IXC wim respect to each of the foregoing maners. 

(b) The NetWork Meeting shall be held on such dare as Network and IXC sh.:lll 
munwly determ.ine. 

(c) It sball be a condition to lhe obligation of Network to di~tribute to lhe 
Shareholders die proxy swement that the opm10n of Morgan S1.mley & Co referred to in 
Section 3.28 shaU DOl have been withdrawn. 
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Sectioc 4.14 FJ.Ilt 145 AW!iiU'!S f'.:!wc~l.,: st::.:l idc:rmfy m a leHer to IXC all pe:-:0:1.:. 
who are. aDd JQ NetWork's best knowledge who will be at the Closmg Date, *affiliates" of 
Network as such term is used in Rule l4.S under the Securities Act (or otherwise under :1pplicable 
SEC accounting releas~ with respect t" pt'Oitr~!:::-vhm>::~<:· · · ~ . ..:rn.:nhng trc:aunent). ~et·.\·ork shall 
U!e a.ll re:lSOoable efforu to cJuse 1G o.flil~Jtc~ ( 1;"1\.:t.l!.n; J.1:; pt:rs,);; ·.~o~o rr.ay be deern::d t~ t::~•~ 
become suc:.h ... 1 atfiJia&e after tht- <Ute of the kttt-r referred to in the prior sentence) to delivt-r to 
IXC on or prior ro tbe Closing Dare a wrtnC'n ad;nowledgment ot su<.:h pee sons· aftilt:ue .H6.1W •• 

inc:ludiq sw:b penon•s agrcerr&ent not to d1spo.se of any Merger Cons1deration received by them 
in any '"'nner tbat would cau.st the transacuons contemplated ht-reby not to qualify for pooling-of­
ioteresu ac.c:ounti.Dg treatment. 

Sectioa 4.15 Ia.l Returns. Nerwork shall provide' 10 IXC for 1t.s review any tax rerurns 
(a} with respect to the (IScal year ended M.l.rch 31. 1997 and (b} for any stub periods. due co be 
filed between the dare of this Agreement and the Effective T1me 

SecUoa 4$.1, Nt Solkita&joo. Network agrees that. prior lo the Effective Time, it shall 
not, aor ablll uy of its directors. off1cers. employees. agents or r~presentatives. directly or 
iDdirealy. solicit, iDitiace or eacourage (including by way of fumJ.Shing or disclosing information) 
iDquiria or proposals concerning any merger. consolidauon or acquisllion or purchase of all or 
any subst•arial portion of the assets or capital stock of Nerwork ("Nerwork Acquisllion 
Transac:Uoa"') 0t oeJO(Wc or enrer into any discussions or other communications witb any 
prospeccive putdJascr (ocher than r:xc or its affiliates) with respect lo any Nerwork Acquisition 
Traauclioa. e1ccpc to the extent required for its Board of Directors and officers to meet their 
fiduciary duties to cbe Sb.a.rebolders. Networ~ shall immediately advise IXC of any inquiries or 
proposals rela.tiaa ro aay Network Acquisition Transaction. 

ARTICLE v 
REPRESENTATIONS A."'D WARR.A.I'tffiES 

OF IXC, IXC LONG DISTANCE A."l> ACQUISITION 

!XC, IXC Long Distance. and Ac:quisiuon hereby represent and warrant to Network as 
follows: 

Sec:doa 5.1 Cocpgratc E:ciste~. E.1cb of !XC. fXC Long Distance and Acquisition 
is a corporation duly organized. validly existing ;zr.d m good standing under the Jaws of their 
respective jurisdictions of incorporation. Artacht'd hereto as Eltbibit S .1 is a complete and correct 
copy of tbe Ce!Ufie.ate of Incorporauon and Byl.aws (together with all amendmenu thereto) of 
IXC, IXC Long DistaDce .and Acquisition. Each of IXC. IXC Long Dsstance and Acquisition is 
duly qualified, unified or licensed in each state and jurisdiction where such qualification, 
certification or licensing is necessztry or requirc.-d for IXC. IXC Long Dtstance anc:1 Acquisition 
to conduc;;t their businesses. IXC Lon~ l>1s1an<.:c •s duly quahf1ed. certified or licensed in e3c:h 
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state a.m:J jurisdiction where such q1: •• J:~ .11 . •::. ~~·n1 tic:uion or 11..:-:nsm:; 1s n~:essary or re~t..ure::i 
for IXC Long)).istance to offer communt<.:auon serviCes. 

Section 5.2 ~arporal!:_p,,., .. q ;•r:1l .'.'.''h'Jrill· bch of lXC.IXC Lcr~ :J;su:-:~: .1:-:J 
.\;;:quisilion h3s all reql.:isite co:;"·: .. 1 • ;·· • • ,.: .:::\' tl.lb>n~y :~l Ol.\!'1 i1s p•op·:rttes :.r.J .a: • . r1 .• ~.:·! 

to carry on the business Ul whtc!t 11 1::. no\1. en~aged Each oi [XC. IXC Long lJtstam:e and 
Acquisition bas the corporate power anJ Juthoncv '" r- ,e:;ule and deliver thts Agreement and the 
Transaction Documents to whtch 11 1: • ..1 Jl.lfh .• u11l to pcrturm thetr respective covenants set fonh 
herein "~nd c.berein. 

Sectioa 5.3 Capitalization. Thl." JuthnnzeJ capital stock of (XC at November 30. 1997 
consists of: (a) 100,000,000 sh:lres of lXC Conm: •n. of which 31.552.708 shves an: issud and 
ouutaDdiDJ and (b) 3,000,000 shares or rr c:!·t·~rcl.! srvck. pv value S.Ol per share. of which 
1,400.000 sbares are designated as Convert1bk Pre:·crrel.i $(ock. 900.000 shares arc des1gnared 
as Exclwlaeable Preferred Stock. 2.000 shares arr dcs1gnataS as Senes l Preferred Slock. and 
ll.,O sbares are designated as Series 3 Prc:"fcrred Stock. At November 30, 1997. there were 
1,036.,4 sbates of Coovenible Preferred Stock issued and outstanding. 308,959 shares of 
Exchlqable Prefeued Stock issued and out'iUnumg. 4l..S.03 shares of Series 3 Prdtrred Stock 
issued aDd owst&Ddiq; aU of che prev1ously tssued Series 1 Preferred Stock had been red~med 
aDd DO ocher sbua of Preferred Stock were outstam.hng. Except as set fonh on Schedule S.3. 
at November 30. 1997, there are no other classes of equity. options, warrants. c:UJs, rights or 
eornmiaants or uy odler agmnents of any character tc:lating to the sale, issuance or voting of 
any sbara of capiral stock of IXC. or any secunttes convertible into or evidencing chc right to 
purchase uy sbares of capital stock of IXC. AH such issued and outstanding shares are validly 
issued, fully paid IDd DODaSsessable. There are no remicuons imposed by the Certificate of 
ID(:Orpotatioa or Bylaws of IXC, and there are no otller agreements, understandings or 
comm.iUIICDQ. which would in any way affect or impau tlle transactions contemplated hereby. 

Sccdoa !.4 Biodjng EUcrt. This Agreement :u1d each of the Trans:action Documents 
required co be delivered by IXC, DCC Long OlSunce or Ar:quisiuc . in coanect1on herewich. wben 
executed IDd ddivcn.d. will be the legal, val1d and btndmg obligation of IXC. IXC Lung Distance 
or Acquisitioa, as applicable. enforceable agamsl tllem m .1ccord:ance with tllcir lerms, eltcept as 
euforceabiliE)' may be lirnilt'd by (a) .1ppl1cable bankruptcy. reorganization. insolvency. 
moratorium and similar taws affecting the enforct<rnen1 of crc:-d1tors' nghts generally and {b} 
JeDeral equitable priDciples (regardless of whether ent<,r<:cahJIIt~ i:. considered in a proceeding 
in eqwE)' or at law). 

Section5.5 f..vg&tion aod Q~Jjverv ~r.wit!..r!.l The e.'<ecutiOO, delivery .lnd 
performance of Ibis Acr~ment, and the Transa,ll•m lJo..:umc:-nts and tlle consurrun:uion of tlle 
transactioa.s coatcmplated hereby or thereby will not v1ol.ate or result m a breach of any tenn of 
IXC's Cenific:are of Incorporation or Bylaws or result m a breach of or consrinnc a default (or 
an event which, with notice or lapse of tune or both would com.ururr a default) under or result 
in the rennination of, or acc:elerare the performJn"c re4u11r~ to' \'r unJer any tenn m any 
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arrecment. Wiff, orott-:r Lnstr.Jm~~: ,,. \~t:.,t· : ::l,n i.\ f ', IX ( Long o.s:;,n.:e Of A cq'JI:il!J•,r. ,., 

a party or by wbicb eilhcr of them ts bound (unless such defaull bas been previously waived by 
tbe other pany co such ag rec:rneut, r .tnll. or nt h er rnstrumenl) . or vio !ate any law or an~· order , 
ru!te . jud;menc, decree , ~r aw;u .J. or ~e~u:.:·:,·:· .1;:p: .. :.~r l -: ! '> ::: ~ :-:: . oi ! :1;-' coer! o~ ~;l_v ~c;ru!:nury 
body, admini.str.Ui'lie :~g:nC) or ut!'lc:r go·. cr a;;:;; :u..1! l.:~t:u:r.c r.tal" ~ !~:.! .-rr.g JU m •j Jcuon o .- ~r lhe r:~ 
or their properties. Each of IXCs and :\t:quic;Hum's Bo:ud of Dtrectors and, to lhe eJttent 
requireti stoc:lchold~rs. have. or as ,,f lhc Clll$Hig Date sh;dl have. taken ;all action required by 
Jaw. and by lbeir respective CettiliCJies of Incorporation and thetr respective Bylaws ro aulhorize­
lbe exec:utioo, delivery and petform.l.llcc: of th1s Agreement and the consunun.:nion of the 
U'lnSICtions c:ootanplated by thIS Agreement or h y any of 1ts Exhibits . including the issuJncc: u r 
the IXC Shares. Except as set forth on S~hctlulc: ~. 5 hereto, none of the execution, delivery or 
perfor11Wl'e of lbis Agreement or any ot the Transaction Documents. or the consurnmauon of the 
c.ransactioas tomcmplated bereby or th!:rchy rc4u1res an;.· f1hng wuh or the consent or approv.J[ 
of any tbird party, i.Dcluding but nor limned to :my government;&! body or cnmy, olber than (a) 
compliance with &he Securities Act and !he Exchange Act. (b) applications to the FCC and certain 
Slate utility tepalllory commissions in states in which IXC. Nerwork or a Subsidiary offer~ 
services. (c) DOlificalioas to dle FTC and the OOJ under the HSR Act , and (d) the filing with the 
Delaware Seaaary of Sw.e of lbe Certific.ltc: oi Merger m respec1 of the Merger in accordance 
witb me Corporatioa uw. 

Seedoa J., Rcpgns aod Fimmcial Sratcmcncs. Smce ~cember 31 , 1996, 10 the 
eJtteat IXC .has beeD required to make filings under the 5ccuriries Act, die Exchange Act or 
applicabk llll.e laws and rqulatioos. LXC has filed with the SEC or the applicable sute regulatory 
authoruy, u cbe cue may be, all fonns . sutementS. reports and documents (including all exhibits. 
ameadmeDD IDd supplanems thereto) requtred to be ftled by It under eJch of the Securities Act. 
the Exthaqe Aa and applicable state la.,.,s and regulatioD.S, and lbe respective rules and 
regulatioas lbemmder. all of which complied in all nuterial respects wilb all applicable 
requiremaa of tbe appropriate act and the rules and regulauons lbercunder. l.XC bas previously 
delivered ro Nawork uue and complete ~;op1cs of 1ts (a) AnnuaJ Repons oa Form JO-K for lbe 
fiscal yev euded December 31. 1996, as flied w tth the SEC. wbicb iDe I~ the audited 
tonso1idalcd fiDaocw Stllemeots of IXC for the fiscal year then ended (the ·IX.c Financial 
Sutemeau•), (b) proxy aod infonnation statements relaung to all meetings of iiS sb.arebolders 
(whether IIIDU&1 or special), and actions by wrinen consent 1n lieu of a sb.areholders' me-eting. 
from December 31. 1996 until the date hereof, (c) all olher reports or regi.stratioo statements filed 
by IXC wbll tbe SEC siDce ~cember 31. 1996 (collectJvely, me ~rxc SEC Reports") As of 
tbeir respective dala. the DCC SEC Reports dill not conum any uniiUe scarement of a marerial faCI 
or omit w uare a awcriaJ fact required to be stared therem or necessary to make the st3tements 
therein, in li&ht of the- c:ircumstanc.es undc:r wh1ch tbey were made . not mislnding . The ;audited 
consolidated fmaocial swemez:us and uoaud 11cd mrer un fmanc 1:1! stJ rcments a f LX C included in 
the IXC SEC ~ru IDd the IXC Financial Statements have been prep.ucd m accordance with 
GAAP (except as may be iPdiacc:d thereu: or m the no1es Um eto) and f:mly pre3eat in ;all material 
respects the fiDI.DCL&I posicion of lXC and its substd1ar~cs Js of •he dates thereof and the results 
of their opcratioa.s and cbanges in f1nancsa / pos•tto n for the pm oll s the n ended . subject . in the 
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case of rhe uaaud!tt<! i!ncrim f:nancw stltc:rr.ems. to norm;:i )''=a; -c:-:tl .11:d at.:..! I: JdJUS:me::.t! ar:d 
tbe a.bseace o(Gplaualory loomoca. Tbe l.XC Financial Scatemenu contam and reflect adequate 
reserves as of dle date tbereo( for all known liabilit:es or ohi!~Junns of any narure. whether 
absoluic, contingem or ome:-.wise, in acct'rcia:1c: wt:h G.\A!' Th·: ·..::::wt!::~d ,,,terir.-: fin:l!"!Ci~l 
statements o~ !XC included in the lXC SEC R~pvrts. ha·.e bc~n ~t:ml:H'·· pre;:..:1red an~ ~~matn 
aad reflect adeq1We reserve:. .s of tbe date thereof for :aU known !JJhtlmes or obligations of any 
oa.rure, whether absolute. coatinsent or otherwise, in accordance Wllh GAAP. 

S«don !. 7 Abscga\ of Certain Cbanaes. Except as ser f,)rlh on Schedule 5. 7. since 
the date of tbe most recent bala.ate sbeef included in the IX C Finane tal Statements. there has not 
~n: 

(a) Any material adverse change in t.be finar.ctal conditiOn, operations. business 
or prospectS of IXC aad its subsidiaries (an .. IXC Matenal Adverse Effect"). including. 
but DOt limited to. any state or federal regulacory proceedings whlch could culminate in 
an order or odler action which could bave such an adverse change. e:.:cluding generally 
mown iAdua1ry tteDd.s IDd competitive conditions affecting the industry gellt:rally; 

(b) Any material physical damage or destruction. whether or not covered by 
illsurance. which bas raulted in, or reasonably could be expected to result in, an IXC 
MueriaJ Adverse Effect; 

(e) Any DWeriallabor dispute or threat thereof or any attempt to organize or 
reorgaaizc tbe employees of lXC for the purpose of collective bargaining; 

(d) A1ry direct or indirect redemption, purchase or other acquisition by IXC of 
any shares of IXC Common. or dc:clar:atioo ot or payment or distribution of any kind oi 
cash or oc.ba' assets with respect to the IXC Common; 

(e) A1ry communic:.uioa. whether or.:U or wnnen. to IXC from IXCs customers 
or suppliers or qeocies resulating IXC notifying IXC of, nor does IXC. after ma.king due 
iDquiry. bave a.ay knowledge of, any poteoual development affecting IXC. whicb would 
reasonably lead ir. co expect an l.XC Material Adverse Effect; or 

(f) Any assignmem, sale or transfer of any material patem. trademark, trade 
name. uade secret, copyright or other int:10gible asset 

Section 5.8 .No UndW;Ioscd LiilhiHti<s. Excep' as set forth on Schedule .5 .8 attached 
hereto and made a part bcreof, as of Septembc':r 30. 1997. ne&ther IXC nor any of its subsidiaries 
that ar~ included in the DCC Financial St.1temeou bad any mareriaJ liabiliues, absolute or 
contingent, which are aat shown on the JXC fmanc1al St.ltements. 

Sect.ioa 5.9 RESERVED 



Sec::ioD 5.10 Bcatfil PlAns; ERIS~. 

(a) Schedule S.lO(a) contains a trJ.e and COIT'"'Iere list of each written ~r.sion. 
profit sharing, other deferred compema::or.. h·>.lu~. mc:nuve compe~.!!ti,>n, stock 
purc!J.:ls:, stcck option, retirement. sufple:nl."ntJl ret1rc:nent. -;e·1erance c: ;erm:n.ttion P3/. 
medical. "~piwiution. Jite insurance. dental. d1sabilicy. salary continuation. 
supplemen£al uaemployment benefits plan. progr:un. arrangement or contnCt maintained, 
coaaibueeclro. or required to be contributed to by JXC or any Related Party (hereinafter 
defmed) for die beDefit of any current or former employee. director or agent of IXC or 
any Rclaled Party. whether or nor any of the foreg?tng is funded and whelber or not 
subject co me ERJSA (collectively, the -r:xc Benefit Plans"). IXC and its Related Patties 
do not bave auy express or implied comnuunem or contract to create any additiCJ;:.al I.XC 
Benefit Piau or modify any existing IX C Benefit Plan in a m:uuJU that would materially 
increase its c::osu, other Chulas may be requued to comply with ERlSA or the Code. lXC 
has delivered ro Network. wilb respect to each applicable I.XC Benefit Plan (i) uue and 
complece copies of all owerial documents embodying each fXC Benefit Plan including, 
wilhoW limiwioa, die plaa and uust or othe~ fundmg arrangement relating thereto, 
summary piiD daaiplioa.s. employee handbooks or personnel mauuals, and aU 
ameodmenrs llld supplcmear.s tberew; (ii) the most rectnl annual repon (Series SSOO and 
au sdlcduJa daaeto), if any, required by ERISA. and (iu) the most recent determination 
leuer received &om the IRS, if any. For purposes of this Section S .1 0. • Related Party" 
mr:aas uy member of 1 coauoUed group of corporations. a group of trades or businesses 
uDder common coattol or an affiliated servi<:e group, wilbio the me~g of Section 
414(b). (c:). (m) or (o) oflbc Code, of IXC. 

(b) Except as provided in Schedule 5 IO(b) none of the lXC Benefit Plans is 
intended by DCC or uy Relaud Party to meet. or lS requued to meet, the requirements of 
Section 40l(a) of 1ht Code and no DCC Benefit Plan is subject to Title IV of ERISA. 

{c:) DCC IDd any Related Party have perfo~ed the obligations required to be 
perfonDIII:d by lhcm UDder. and are not in default under or in violation of. any and all of 
the IXC Beaefit PlaDs in any material respect, and ea..:h rxc Benefit Plan has been 
opcraaed iD all uweriaJ n:speas in accordance with the requirements of aU applicable Jaws 
and rqulatioDS. Neither any DCC Benefit Plan or fiduc1a.ry nor IXC or any Related Party 
bas takeD uy ac:tion. or failed ro tiLk.e any action. that could subject it or any other person 
ro any DWerialliabilicy for any excise tax under Chapter 43 of the Code or for breach of 
fid~iary duty with respect to or in connection With a rxc Benefit Plan. 

(d) At oo ri.me bas IXC or any Related Party been required to conaibute to a.ny 
"multiemployer pJaa• (within lhe mewing of Secuon 3(37) of ERJSA} and IXC and its 
Related Panics bave DO JiabiJicy (contingent or otherwise) relating to the withdrawal or 
partial withdrawal from a multi employer plan IXC and ir.s Related Parties do not 
participate iD any •multiple employer plans.· w11h1n lhe mt<:uun!t of Codt' ~ction 413(c) 
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(e) No IXC Becdit Pia:-: pvviJes or i~ reo::;tn~~·.! ;.) prv"''~'! group he~lth. 
IJ'ICdiQ1;-dealh or survivor benefits to any former or retued employee of IXC. a Related 
Pany or beaeficiary thereof. except to cbe e~tem (i) require:(! under any state law or {ii) 

u::dcr Sec:tion 60 t of ERISA. 

(f) No lXC Beaefit Plan or fiduciary has nor dues IXC or any Related Party 
have any matctial W.~o~iliry to any participant. beneficiary c;r other person under an}· 
provision of ERISA or aay other applicable Jaw by reason of any payment of, or failure 
to pay, beaefics or OCher amounts with respect to or in connt:ctton with any IXC Benefit 
Plan. 

Sectioa 5.11 l.ldplioa. Except as set forth in Schedule 5 !1 

(a) 1"bae are DO claims, suits. acuoas. or proceecJmgs of J.nY n.arure whatsoc:ver 
ic law or iD equiry. peDIS ina before any court, govc::rnmenc.;zJ department, conunission, 
agcacy. iDsa'umemaliry or authority or any arbitrator, or, to the best knowledge of IXC. 
thralc.acd, DOC are mere. 10 dle best Jc.nowledge of l.XC. any mvestigations, whether or 
nor purponcdly Oil behalf of IXC. complaints or reviews by any court, govermnent3J 
dcpara:oem. cwnmissioll, apucy, iost.ru.mentality or authonty or any arbitrator pending 
or t.brear.eDed apiDsl. relali.Di to or affecting, IXC which could reasonably be expected to 
have aalXC Mat.criaJ Adverse Effect. 

(b) IXC is DOC opera.ri.o& UDder or subject to, nor in default with respect to, any 
order. writ, iaju.acrion, pmislu:oeDt, levy or decree of any federal. state. municipal or 
ocher sovaaunauaJ cou.rt, department. commission. board, bureau, agency or 
in .:.n.&JDeDtalily. which could bave an IXC Mau:rial Adverse Effec.&.. The issuance of 
shares ofiXC Commoa ill tbe Merger will not constirute a default thereunder. 

(c) AJ of December 16, 19?7, during the past five years, there bad not been 
nor was rbere pcadiDg, aay daim(s) against any person in his or her capacity as either a 
ctim:tor or otriccr of IX C. IXC has ao acrual knowkdge or information of any act, error 
or omission wbidl would give rise to such a claim. 

(d) 1"bcre is DO claim, legaJ .action. suit. arbitration. govenunenul inv~tigation 
or other legal or OCher administrative p~eding. including any bankruptcy proceeding. 
nor any order, decree or judgement iD progress. pending. in di~ct. or. to the knowledge 
of IXC lh.raiCJ:Ied, qaillst or relating to l.XC or Acquisition. wh1ch couJd reasonably be 
expecred to marcrially oeaatively affect the transactions conr~mpl:ued by this Agre~mem. 

Section S.ll Complianrc with Laws. Except as set forth on Schedule 5.12. l.XC has 
nor received wriru:n DOCice of auy violaion by l.XC of us tariffs or of Jaws. regulations and orders 
from any govemmearal eutiry baving authority to enforce such tariffs. laws, regulations and 
orders. inducting, bur DOl limited to, the Corrununications Act of 193-l as amended by (a) the 
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Telecol'!'ltr.u.nications Act cf 1996 3!lr:! (b/ t.h~ i -::~:!?hllne Con!>ur.:e: Prot~::;ion Act of t99i, which 
could reasonably be expeaed to have an !XC M:uerial Adverse Effect. 

Se<:tion 5.13 Ia:r Es:-mCls E:(,;~~~ ;:~ ~e: t~mh m Sct:c ... :.~l:: 5 13. (a) all feder~l income 
tax rerurns. a.ld oUter federal ux rc::t'.Jr:l!>, (JcCIJ;ations ol <.::.tur.:..rcd tJ:o: or estimated ux d¢posit 
forms of every~ ... required to be filed by IX.C have been duly filc:d or will be' duly filed as of 
Closing, aad (b) aJJ stue, county and local tax rerurns and declarations of estimated tax or 
eslirrlaled tu deposit fonns required to b~ filed by IXC have been duly filed (except where failure 
to fue sucb mums, declarations or forms described m this clause (b) would not havf' an IXC 
Mur:rial Adverse Effect) and all of the rerurr.s. declarations and forms referred to in c!auses (a} 
and (b) were or will be when filed true. correct and cnmpkrc: m all material respects and IXC has 
pajd all taxes wbidl have become due and owmg or pursu::mt to any a.s~cssment received by il and 
has paid all installments of csti.r.nated tax due. Where such rerurns and reports bave not been 
audited and approved or settled, there b~ nor been any wa1ver or extension or any ·applicable 
swuu- of limitations, and IXC bas not received any notice of deficiency or adjusunent. Except 
as described Oil Schedule ,.13. anacbcd hereto and made a part hereof. the unaudited interim 
balanc:e sheet of JXC as of September 30, 1997. contains Jiahilities which are and will be sufficient 
for the pa)'I:DeDE of au respective federal. state. counry. ciry ::md loc:d wes and asstssments. 
wbetbcr curreat or deferred. All taxes and other assessments and levies which DCC is required 
by law to witbbold or ro coUect bave been duly withheld and collected. and b;we been paid over 
ro me proper 10ver.amem:a1 authorities or are held by IX C in its bank accounts for sucb payment. 
exc:.ept wlu:re rlJe failure ro so withhold wiU not have an IXC Material Adverse Effect. AU 
SWCI:Df:Dts and~ required robe filed under any chapter of the Code by IXC bave been duly 
filed. 

SectiOD 5.14 Environmeotal Matters. 

{a) To tht i:Dowlcd~e of IXC. operations conducted on the real property of IXC 
at au lima complied in all re.spttts wilh Enviiorunent.li L3ws. except for non-compliance 
that would DOC bave an IXC Material Adverst' Effc:ct. IXC has obtained all governmental 
autborizaboas and permits under Environmental Laws necessary for its operatbns. IXC 
is ill mas:aial complia.Dce with eacb term and condition of such authorizations and pennits. 

(b) The real property occupied by JXC in connection with its business and 
IXC's operations dlereon ate not to the best knowledge of IXC subject to (i) any federal, 
st:lte, or local investigation. (ii} any judicial or administrative proceeding alleging a 
violation of or liabiliry under any Env1rorur!'lllal LJ.w. or (m) :my outstanding wrinen 
order or agreanent with any ~ov:rnrnental authoruy or pnvate party relati.ag to any 
Envitol'lme'llW Law. 

Sectioa 5.15 BESERYE.U. 
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S«tioo 5.16 Labor 1\lattc:-s. r-:v group of -:mrloj~:-~ of 1.\C 1s prese:uly org:n:.Z¢.1 
into a collectiv~-barpiniag unit. No labor uruon has re::ently :m~mptcd, or to best icnowledge of 
IXC is presently aaempti:Dg, tO organize any of lXC's employees mw .1 collecuve ~argaioing Unit. 
No employees of IXC are on strike or tiu:J<e:ti:'lg to mif.:~ 

S«tion 5.18 BFSEBY..EP. 

S«tioD 5.19 Correct Bccoals. The fmancial record:.. ledgers. ilCcount books. minute 
books. stock c.enilicate books. stock registers. and olher corporate records of IXC are current. 
correct and compleu: in all macedal respects. 

SectioD 5.20 Iptc Jleavircd. No vote of the hoJders of any class or series of tbe capital 
stock: of IXC is required to approve this Agreement. the Merger. and the other tn.D.Sactioo.s 
comemplatcd hereby. 

S«ttoa 5.21 Ag:Qua&inr Mattea. To IXC's be'\t knowledge. neither lXC nor any of 
its AffiliaW has tlteD or agreed co take any action that would prevent the accounting for the 
tta.ns.l(tioas cootemplab:d by Ibis Agreement as a poohng of interests in accordance with GMP 
and applicable SEC replatiollS. 

Sectloa 5.%2 Bccistntiog Statement and Proxv Staremcnt. None of tbe information 
supplied or to be tupplled by or on behalf of IXC for incluston in (a) the Registration Statement 
wil1 al the time c.be R.eJist.ration Statement is filed with the SEC and at the time it becomes 
effective under cbe Securities Act, contain any untrue statement of a material fact or omit co state 
any material faa required co be stated therein or necessary to m:ake the sraterneats rherein not 
misleading and (b) c.be Proxy Swement will. at the dates mailed to shareholders contai.o any 
WW"Ue sr.a.c.emenE of a mar.cria1 fact or omit to state any material fact required co be stated therein 
or necessary i.n order co make the statements therein. in light of the circumstances UDder wbicb 
they are made, DOt misleading. None of tbe SEC filings of IXC which contain intormalion to be 
iocorporated by mere~ into the Registration Statemt'nts or the Proxy Statement conr.:.ined. or 
sball contain, as of dle date of each suc:h SEC filing. any untrue statement of a material fact or 
omitted, or sball omit. as of the date of suc:h SEC filing. lo state any material f:lct required to be 
stated therein or necessary to make the statements therein not misleading. Tbe Rcgismuion 
Statcmeru will comply as co fonn in aU material resp«ts with the: provjsioas of tbe Securities Act 
and tb.e Exchange Ac:t and the rules and regulations thereunder 

Section 5.23 BFSERY}:D. 

Sec«ioa 5.24 Disc:laim,c. IXC shall not be deemed to have tnadt.' to Nerwork any 
representation or warranty other than as expressly made by IXC m this Anicle V. Without 
limiting the generality of the foregoing. and norw1thstanding any otherwise e.xpress represe!'ltations 
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and warr:mties nw!t by IXC in tha:> Arucle \'. IXC mak~s no rcj)r::sentauon or wl:~:!r.C:t <o 
Network with fespe:ct to: 

(a) Any projections. esumares. or oudg-.:tj he:~~:. •l.•re delivered to or I!~Jde 
av:tilabie to Network of fururc: reven:.~c:s. c:<pe::~c~ •. or c'tpr.: JHurc~ or fur.ue rc-suh! of 
operatioos: or 

(b) El.cept as expressly covered by a representation or warranty con~ined an 
this Anicle v. any otber information or documents (fm::mctal or otherwise) made avaibbie 
to NetwOrk or its cou.ascl, accoununl'S. or advisers w1lh r-:ospect co IXC. 

(a) IXC acknowledges lbar (iJ tr has had lf]e opporturury to visit with Network 
and DX'C'l wich ils respective officers and other representauves to discuss the business and 
tbc assc.u. liabilities. fiD&Dtial condition. c:uh flow. and operacions of Network .md (ii) 
all ma&eriab ud iDformation requested by IXC hJvc: been provided to IXC to IXC's 
rasouble lllisfiCtioo. 

(b) IXC acknowltdges that u h.u made 11!. own ml.lependenc eumm:uion, 
mvestipdoca. aaalysi.s, ud evaluation of Network. mdudmg lXC's own cstunate of the 
value of Necwort•s buailas. 

(c) IXC aclawwledges !hat it has undertaken such due diligence (including a 
review of !be assc.u. liabilities. books. records, and contr:iCU of Nerwork) as rxc deems 
adequ.ac. iacludiDg t.bat dc:sc:ribcd above. 

ARTICLE VI 
COVENANTS OF IXC 

IXC coveaauts aDd agrees tbat from tbe dat~ hereof to 3nd including the Effective Time: 

Sectioa 6.1 Majptcn•acc g( Business. IXC shall continue to ca,ry on its 
telecommunications busioess and mai.ruai.o its and keep its books of account, records and files in 
substantially the tame mauaer as heretofore. 

Seetioa 6.2 Ngativc Covmanu. E:tccop1 for !.he- pcrmmed actions of IXC ser forth on 
Schedule 6.2. 'kic.hout lhe prior wrinen consent of Network. IXC shall not: 

(a) From the date hereof through the Ufc~u ve Tim~. issue. sell. pur~.:hase or 
.R!deem, or ,...am options to purchase or olh~rw1se agree to issue, sell. pW'cb.ase or redeem 
any shares of iu capital $tock. or other secunues of !XC except for fair value .u determined 



as of the dare of grant or ~greement m thC'.' gooJ f:!tt!': Judplen! of thC'.' IXC Bo~rd of 
DirectQJ~; 

(b) RESERVED; 

(c) WillfuUy t.U:e any acuon that would or m1ght rf.'a.sonably be expected to 
result ill aay reprcseotation or warranty set forth m tlm Agreement be,ng or becoming 
untrue iD any material respect or in 3ny of thC'.' con<httons to thC'.' consummation of thC'.' 
traasaaiODS c:oatcmplated by this Agreemf.'nt set forth m A rue le VII ht'reof not being 
satisfied: 

(d) Have made or become obhgaled Ill make any cash dJvtdC'.'nd payment or 
other c.uh disuibution to the holders of IXC Common; 

(e) Willfully take any action which would. or would be reasonably likely to, 
preveat ac.c:ouo&iog for the transactions contt'mplatcd by th1s Agreement as a pooling-of­
i.IUerescs ia accordaoce with GAAP and applicable SEC regularions; or 

(f) Willfully take any acuon which would. or would be reasonably likely to. 
adversely afkct die ability of the Merger to quahfy ft)f tax.· free ue~unem under the Code. 
both to me pania bereto and their respective shareholders (except for any cash receivC'd 
iD lieu of fnctioaal sbares). 

Sectioa 6.3 BUEBVED. 

S«doa 6.5 Coqaontc Action. Subject to the prov1s1ons of thJs Agreement. IXC sball 
take, and sb&U cause IXC Long Distance and AcquisitiOn ro take. all necessary corporate and 
odJer action rcqu:in:d of il to carry out the tnnsactions contemplated by this Agreement; provided, 
bowevet, dw. nodtina in tb.is Anicle VI or anywbere else in this Agrf.'ement shalt require IXC to 
carry out such ttaa.sactioAS if a Final Order (as that term is dC'.'finC'd in Section 8 . .> of this 
Agreemcar) of a Commission tODtaiDS a tenn. condttion or provision wbicb, in IXC's sole 
determ.i.lwioo, is u.aduly bu.rdeDSOme. 

S«doa 6.6 Third Panv Consent~. 

(a) rxc will obtain or cause {0 be.' obtamed the consent of any third parry 
whose eonseat ~ required in order that JXC can enter into il.lld consummate the 
transaccioDS c:onremplatC'd by this Agreement (.l!l~unung that Network is able to 
consummate ruc:b transaction) Without matentll v1olauon of any re11resentauon, warranty 
or c:oveaanc made by it iJ1 this Agreement. prov1ded. howC'.'vC'.'r. tbac if in the reasonable 
business judpoeat of Network and IXC. u would be lmpractJcable to obtain regulatory 
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approvai of cbt Merger in a jurisdict;on. t!1t.' failure to obt:~m such ;zppro" ~I will not be a 
breacb -ol &his coveaaat. 

(b) DCC will use its rea.scrubk effort> Ill ,,,. .... e~ate wlth Network. to obtain or 
cause w be obtaioect dle consent of any ttu.rd part} whose consent is requ1ted in order tb3t 
the £1'11151f.'WvGS coaremplated by this Agreement may be co'l.Summated without violation 
of uy represear.ation. warranty or covenant made by Network in this Agreement. 

Sectloa 6. 7 Sa;uritic.s tam. IXC wi!J use its best efforts to take all action necessary 
to pennit tbe transaccio.u contemplated herein to he consumma(ed in compliance with aU 
applicable fatera1 aad stale securities laws and regulauons 

S«ti01l6.8 Commupjcatjons Laws 

(1) IXC will take aU actioc reJSon.:tble necessary to permit IXC to consummate 
the transaccioaa commplated herein in compliance with all applicable federal. state and 
JocaJ mJecomm&micalioo.s laws governing or applicable to IXC and its business (assuming 
dw Nerwort il able to consummate sucb transaction). 

(b) IXC will use its reasonable efforts to cooperate wtt.h Nerwort to pcrmil dle 
transactioas coaremplated herein 10 be coDSummated in compliana with all applicable 
federal, are ud local telccommuniotions Jaws governing or applicable to Network a.od 
iu busiDess. 

Sectioa 6.9 Notice oC Pro<:mtinp. IXC wifl. upon becoming aware of any order or 
dcaee or ury camplaim prayq for an order or dei:ree restraining or enjoining the consummation 
of dlis Asrccmem or tbe tr~Qsaajoo.s c:ontemplattd hereunder, or upon receiving my notice from 
any goveusmanal depanment. cuun. agency or conunission or its intention to iDstirute an 
investigation D:rto. or iastiture a suit or proceeding to rest.raia or enjoin Chc: consummation of tbis 
Aareemem or sudl UIDSaetions. or 10 nullify or render ineffei:tive Chis AgreC'ment or such 
lriDSaCtioas if coasnmmatcd. promptly notify Network in writing of such order, de<:ree. 
complaint; or DOtic:.e. 

Sedioll 6.10 CQAIIdczatiaUty. IXC shall mamtam aJl antonnation gained from Network 
iJI coOD.edioa wid! its evaluation of the transactions contemplated by this Agreement that is 
c:onfideatial aast proprietvy to Nerwork (rhe '"Network Confidential Information .. ) in strict 
confidence. and shall cake all precauuons necessary to prtvent disclosure. access to. or 
uansmission of the NetWork Confidential Infonnation. or any part rhereof, co any third parry. 
except (a) for me uclu.sive purpost' of ev:Uuatmg the Merger. (b) as required by Jaw or an order 
of any coun baving compertnt jurisdicuon: provided. however. that before disclosing any 
Nerwork Confidential Ia!onnation under thzs exception. lXC shall give Nerwork sufficient notice 
to aUow it 10 seek aa appropriate prorecuvc or(ler. and (c) as is neces:;ary or required for IXC to 
satisfy its disclosure obli&arions under 3pJ:JhCabh: lt."dc:ral a.nd state secunues laws. LXC Sh31l use 



its reasonable best etf'ons to ensure that any per son or enwy to whom it discloses Network 
Confidential latormatioa shall keep such infonnatioo confidential. The Network Confidential 
Iolorrnation lbaU be used oruy for the purposes of evaluating the transactions contemplated hereby 
and in the event the Closing does not occur for any reasc ~. £XC shall. imrnedi~tely upon 
NetWOrk's request, retutn aU copies and re~ordings of the .1'\ctwork Confidentiallnform;ltion in 
its possessiou or "-.da' its conttol and delete all records therec~ in any data storage system 
maintained by or for IXC. IXC's obligations under chis Secuon 6.10 shall suf""ive the Closing 
for a period of dJ.ree years. 

S«tioA 6.11 BPDYED. 

Secdoa 6.13 Ad!cru Evcn&s. Promptly after the occurrence, or failure to occur. of any 
event, me oc:currcoce or failure of wbicb (a) would result in an lXC Matt'ria! Adverse Effect or 
could reuoaably be cxpec:rcd to result in an JXC Material Adverse Effect or materially adversely 
aJrec:t me abilily of IXC ro perform any of its obligations under this Agreemem, (b) if i:Down as 
of me date of chis Apeanem. woul4 have been require\.~ robe disclosed to NetWork, or (c) au~ 
any represeDWioG or warnaty of IXC contained in this Agreement or any Schedule bereto to be 
UDttUe or ~ iD any material respect at any time from the date of thi~ Agreement to and 
mcludiDs tbe Closiaa Dare, IXC shall provide to Network all relevant information related thereto. 

Sectioa ,.14 WERYED. 

StcdOil ,.15 hP"ncc or Shares. Upon issuance of shares of the IXC Common in the 
MerJer as Mcrpr Couidetation. the JXC Shares will be duly authorized, validly issued, fully 
paid aad DOD'IIeSSible. free aad clear of any lien. security interest or other e~umbraucc: of any 
kiDd aad free of IDY claim, except for tbe rigblS of rxc pU1 suant (0 this Agreemeot. 

ARTICLEVll 
ADDITIONAL AGREEMENTS 

Sectioa 7.1 A,ppliqtioft$ to Commjs~ions. As soon as practicable after execution of 
tbil Alfeemtal. Nerwork aad JXC sball join in applicauons to the Commissions requesting the 
approvals and aut.borizatioa.l of each sucb Conumsswn of tl1c transactions contemplated by this 
Apeemeru. E.adl party lbalJ pay its own fees of tbe Commissions cb.lrged in connection with or 
iDcidemal co tbe filiD1 and processing of tbe aforesaid applications. as well as all other fees and 
expeaaes i.Dalrred iD coa.c:tion therewith. E.acb of the parties to this Agreement agrees that if 
JXC. using ics reuo.a&ble judgment, derennines that an applicauon to any other Stlte or federal 
agency for its approval or aw.horization of the transactions contemplated herein is required, then 
DCC shall file IUCb applicar.ion aad Network shall join in such applicacion with JXC and otherwise 
act iA accordance with me provisions of this ~ection 7 l with respect to any such application. 
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Sectioa. 7.2 Joint Prolf Statanent and Re:Dstration St:~trmenl 

(a) IXC and Network will prep:ue and tik .... uh lhe SEC as soon as reasol'l.:lbly 
practicable afcer the d:1te hereof the Registration Sta(cmenl and lhe Proxy Statemem 
(together. 'te .. Joint ProxytRegisuation Statement"). The patties b~rt>to shalt each use 
reasonable efforts to c.ause the Registration Sutemen[ to be declarc=d effective under the 
Securities Act as promptly as practicable after such filing. Each patty hereto sh.a.ll also 
lake sucll action as may be reasonably requirat to cause the shares of IXC Common 
issuable Us coGDeCtion with the Merger to bt' registered or to obt3in an exemption from 
registtatioo under applicable sure "blue sky" or securities Jaws; provided, however. that 
ao party sbaU be :equired to register or qualify as a foreign corporation or to take other 
actioa •hich would subject it to service of process in any jurisdiction wbere the IXC or 
the Survi\'iog Corporation. as the case may be. will not otherwise be, following the 
Merjer. so S'Ubjec:t. Eacb of the parties bereto snail furnish all information concerning 
itself wbic:b is required or customary for inclusion in the Joint Pro~y!Registratio~t 
SW'elaeDt. The parties shall use reasonable efforts to cause the shares of IXC Common 
issuable iD tbc Merger to be approvc=d for listing oo tbe Nasdaq Natio..W Market ('"NMS .. ) 
upon official DOCic:e of issuance. The information provided by any party hereto for use 
in tbe Joint Proxy!Registta~ion St3temeat shall be true and correct in all material respects 
wicboul om.issioa of any material fact wlllch is requited to m.aJce such infonrt.iltion aot fahe 
or misladins. No represeowion, coveaaat or agreement is madt by any pany hereto with 
respect to iDtormatioa supplic=d by any other pany for inclusion in the Joint 
Proxy /R.csi.tttatioD Statement. 

(b) IXC sball use its best efforts to caust> to be.' delivered to Network letters of 
Ernsr & Young LLP. dated a date within two busint<ss days bc.'fore tbe date of the Joint 
Proxylllegi.stratioa Statemer.t, and addressed to Network. in form md substance 
reasoDibly satilfaaory to Net\Vork and customary in scope and $UbsWU:e for •cold 
comfort'" letten delivered by independent public accountants in connection with 
regiscration statemenlS o.n Form S-4. 

(c) Network shall use its best efforts to cause to be delivered to IXC letters of 
Anhur Aaderseo & Co., dated a date within two business days bc.'fore the date of tbe Joint 
Proxy/Registntion Stattment, and addressc=d to lXC. in form and substanCe reasonably 
satisfactory to IXC and customary in scope and substance for "cold comfort .. letters 
delivered by independent public accounWlts in connection with regi.suation statements on 
Form S-4. 

{d) The Network Board of Directors shall recommen1 U&.at Cbe Shareholders 
vote 10 adopt md approve the Merger on the tenns and subject to the conditions of this 
Agreemeat. and the Joint Pro~y/Regisrratioo Statement shall contain such 
recommendation. 
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Section 7.3 HSR Dina. IXC aod Necwork e.ach sb.11! rile or c:1use to be" filed with the 

FTC aud tbe 901 ao.y aotifications required to be filed by the1r respecuve "uhunate parect'" 
companies UDder rhe HSR Aa IDd tbe rules aod regulations promulgated thereunder with respect 
to tbe traDSactioa.s cootempJaled ~· The parties wUI use all commerct:tlly re:lSonable efforts 
to make such filings promptly and to respond on a timely basis 10 any requests for additionoll 
information Jlllde by eilber of ... ,cb ageacies, pmvjdC'd. however, that nothi"g in this Agreement 
sball oblipte any party (or any Affiliate) to .sell or otherwise dispose of or bold separate any 
substamia.l busi.Dess asset or product liDe .ia order to oblain any required governmental approval. 

Section 7.4 Elptgsn. Except as otherwise provided herein, inespec:tive of whether 
tbe nnsactions coorempW by dlis A&reement are consurn.mated, J.!l cosrs and expenses incurred 
by NetWork sbaU be paid by NetWork IDd all costs and expenses incurred by lXC and Acquisi[ioo 
shall be paid by !XC. 

ARTICLEVlll 
CONDmONS TO CLOSING 

Secdoa 8.1 IXC . JXC IARI Distapc;c apd Acqujsitjog Coodjtjoos to Clmigc. The 
oblipboos of IX.C, IXC Loq Disaoce aod Acquisition hereunder are subject to !be satisfaction 
or waiver of each of dle followi.Dc c:cmditioos ar: or before Closing: 

(a) All represeDWioos aod warranties of Nerwork. in Ibis Agreemeut and any 
cenificate or Scbedule to be delivered pursuant hereto, which Schedule shall not be 
amended by NetWork witbout IXC's prior written coosent, shaJJ be uue and accurate in 
all material respects oa the date hereof and on and as of the Closing, aod Network sball 
bave delivered ro IXC a certificate ta such effect dated as of !be Closing Date; 

(b) There slrall be DO Network MateriaJ Adverse Effect from tbe date hereof 
through the Closia& Date aud tbe average montbly revenues of Nerwork, a.s determined 
in accordaace with Scbedule 8.l(b), shall be at Je:ut 58.400.000; 

(c) N'erwork shall perform and comply in all material respects with aJI of its 
obligatioos under this Agreemell( wbicb are to be perfonned or complied witb bv it prior 
to tbe Closing Date; 

(d) NetWork sball have delivered to lXC and Acquisition ali of !be documents 
required to be delivered by cb.em pursuant to this Agreement_ 

(e) DCC and IXC's counsel shall have approved the form and substance of tbe 
documents delivered by Network pursuant to this Agreement, which approval shall not be 
unreasonably withheld or delayed; 
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{f) There shaJJ be no claims. accions or suns pending or threatened against 
NeiWork-or a Subsidiary mat would restrk~ or prohibit Network from consummating tbe 
nasac:tioas coau:mpla.u:d herein; 

(J) Tk NetWork Sh.ueholder Appro ... al ~halll...v<: been obtained; 

(h) Prior to the Closiag. there sha.ll not have oc::urr-.-d ~y dMnage. destruction 
or loss iD respea of Ner.work or its assets excec!ding S500.000 not covered by insurance; 

(i) Network sball bave delivered to IXC a Cc:rtificate of Good Standing (or its 
equivaleru) of Ner.work and each of Ule Subsidiaries issued by the ~creury of .State of 
their Swa of ilx:orporation as of a date no more th:m .:o days pnor to rhe Closing Date; 

(j) Net:Work sb.:dJ bave furnished to lXC a Cetttfsc.ate of the Secretary of 
Network, cen.ifiecl as of the Closing Date. as to the incumbency and signatures of the 
officers of Network executing this Agreement and any Transaction Docwnent.s to which 
Network is a pany; 

(k) Nei!bt.r NetWork nor any of the Subsidiaries shall have suffered or incutTed 
the Joss, tenniDMioa. su.speosion or adverse modification to, or been tbreatt'Oed with any 
such loss, tcn:aiDatioa, IUSpeD.SlOD or adverse mcxJJftc.aUon to, any certificate, license or 
permit aecessary or requimi for NeNtork. or such Subsidiary to continue, both before and 
after the Effective T'.cme. to ~ate and conduct its business in the manner. and in the 
geoJI'IPbic aras. c:urrea.tly conducted by it as of the date of this Agreement, except such 
as would DOt bave Ner.work MateriaJ Adverse Effect; 

(1) All Commission approvals and materi;U regulatory approvals, including aJl 
lieeDHS. pcrm.Us, aut.borizatioru. co.asents and other approvals of and filings with any 
goveam•if"M21 or replalory ageucy required to be obtained or made m conneaion with tbe 
C.ODS\UDmation of the transactions contemplated by this A greernent shall bave been obt.Uned 
or made by or on bdWf of tbe parties; and 

(m) All mar.erial corue.ats of other third·p.trties required to nave been obtained 
in coaaea.ioo wil.b the c:oruumm.ation of the tun.sacuons contemplaced by this Agreement 
shall bave been obtained by or on behalf of l'ietwork. 

S«tioa 8.% Network Conditions to Closin: The obhgltions of Necwork hc.reunder 
are subject to the satisfaction or waivt'r of each of the foHowmg conditions .at or before Closmg: 

(•) All representations anu warrant1es or lXC and Acquisitjon in th1s 
AgJCPlrl'ccmc!ftn~lrlflt aDd a.ay c:ertificate or Scbcdule to be dehvered pursuant hereto, which Schedule 
sball DOt be ameaded by IXC wicnout Network's prior written consent. sball be true and 
accurate in aJI material resprcts on lhe date hereof and or: and as ot the Closing. and IXC 
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aod Acquisilioa shall have delivered to the Network 3 centfic.:ue to such effect dated as of 
the Cla.tiq Date; 

(b) There shall be rl<> IXC ~l.llt•raJI AJ. cr·,c Effect from the dare hereof through 
the Closing Date; 

(c) IXC and Acquisition shall perform and comply in aU material respects with 
all of their obligations under thts Agreement wh1ch are to be performed or complied with 
by IXC or Acquisition prior to or on tht.: Closmg D:~te; 

(d) IXC and AcquisttiOn shall have de" livered to Network all of lhe documents 
required to be delivered by them by dus Ag.reemen(. 

(e) NetWork and Nerwork ·s counsel shall have approvC'd the form and subsum.e 
of tbe dOCW'DCDts delivered by IXC and Ac4utsttJon pursuant to th1s Agreement, which 
approval sbaU DOt be u.areasonably withheld or delayed; 

(f) There shall be no claims. actions or suits pending or threatened against 
IXC. IXC U>og DistaDCe or Acquisition that would restrict or prohibit IXC. IXC Long 
Distaace or Acquisition from consummating the transactions contempLued herein; 

(&) The NetWork Shareholder Approval shall have been obtained; 

(h) IXC shall bave deliverC'd to Network Certificates of Good standing (or their 
equivaleiU) issued by the Delaw:ue Secretary of Sut~ for IXC. IXC long Distance and 
Acquisition. as of a date not more than 20 days pnor to Closing Date; and 

(i) IXC shall ttave furnished to Ntrwor.k 3 Certificate oflhe Secrec:ary of IXC, 
IXC Lons Dinanc.e and Acquisttion centfi~ as of the Closing Dare, as to the incumbency 
and siprures of the officers of IX.C. JXC long D1sWlce and Acquisition executing 
Aareczens aod any Transaction Documem w wh1ch they are a pany. 

Sectioa 8.3 Mutua! Copdilions to Oblh:atioos o( Network and IXC. The obligations 
of Network and IXC hereunder are subject to: 

(a) The receipc of Final Ordtrs (as defined ~low) of the Commissions 
approving and autborizing the transactions contemplated heretn wh1ch F mal Orders are not 
to be unduly burdensome. For the purpo!>es of Uus Agreemeru, a ~Final Order" shall 
mean an order of any Commission wb1ch is not subJect to rehearing by such Corrunission 
or to judicial review. 
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(b) The Registration State:ncnt. al or before the ClosLng D:ale, having become 
etfcctivi- in accordinc:e with lh~ S!!cumtc=s Act and rhe none.\lstence of a stop order 
suspeading sucb effettiveness at such ttme 

(c) The receipt by each ol .=~ kn~r !rom 1ts mc.lependem public accounums. 
d.ased u 'tbe Closing Date, in form :md suhstam:e re.lSunably s:trisfactory, in each case. 
to NetWOrk aDd IXC. stating that the translCtLons co be eff~ted pursuant to this Agreement 
will qualify as a pooling of Lnlerc:~a.s trJtl!;;tCtum unoc:r GAAP :and applicable SEC 
rtgulalioas. 

(d) 1be shares of lXC Conunon :s~uable pursuant to the MERGER having be:n 
approved for lisEing oa the NMS upon officLal noucc of iSSuance. 

(e) AAy waiting period (and any extension thereof) applicable to rile 
consummation of the Merger under the HSR Act shall have expired or been terminated. 

ARTICLE IX 
MJSCELIA~EOL'S 

Sectioll 9.1 Suryiyal. The sev~ral representations and warranties of the panics 
comaincc1 in or IDide pursuaau EO dtis Agreement and lbc several covenants and agr~ealS of the 
pania coagjnect io 1bis Apeweut sball expire on the Closing O:uc and, e.~tcept for the provisions 
of Sections 4.10, 6.10, 7.4, 9 .2. 9.3, 9.4, 9.7, 9 .8, 9.9. 9.10, 9. 12 . and 9. 16, inclusive, of this 
A,reemenl, tbe seva-aJ coveuants and agreemcnu of the parties contained in this Agreement shall 
expire oa tbe ramiDatioa or abandonment of this Agreemenr. 

Sedioa 9.2 Imninatjoa "r A:reemcnt: Tcnnin:njon F«. 

(a) 1be ~tioos contemplltcll hereby may be abandoned, and this 
Agreemem lenllimced, upon DOticc, ac any tun~ aft~r the date of this Agreement, but not 
Liter tbaa tbe Oosiug, by: 

(i) 1be mutual consem of lh~ Boards of Dlfeclor.s of NctWorlc and IXC; 

{ii) IXC , if Network ~~ 111 w111ful brcJch ol any of 11s representations, 
warranties, covenanlS or agreements ur.der llus Agreemem in any mareri:.l respect 
ancl such breach has not been cured w11h10 20 busmess d:ays of l.XC's notice to 
Network of sucb bre:ach; 

(iii) Necworlc.. 1f IXC. lXC Long lJJSI.lnl:e or AcquisHLon is in willful 
brc:acb of uy of its rcpresent<UJons . wmantu! s. co\·erunts or agrec~nts under this 



Aareemenc in any ma1enal re:.p~~r and such breach has not been cured within 20 
_.business days of Network's notH:e to IXC: nl such breach; 

(iv) Eitber Network or 1:'\C. .f the con!.ummation of the Merger 
coruemplated herein ha.; been enJOUl~d and such lllJunction is oot subject to appeal 
or if a Final Order which coot:uns an unduly burdensome tenn, condition or 
provision is issued and no :1ppe:1J is uken by either party therefrom; 

(v} Either Network or IX C. by wrinen notice to tbe other. if the 
Network Shareholders Approval sh:.tll not h:1ve been obtained at tbe Network 
Meeting. iDcluding any adjourrunc:nt5 thereof. 

(vi) Tbe Board of Directors of Network or IXC if the Merger 
<:oG&ar~Plated herein sh.liJ not have become dfec[ive on or before December 31. 
1998; groyiQcd. bows::vr::c. that the nght to rerminate this Agreemeot under tbis · 
Section 9.2(aXvi) should not be av:ulable to any pany whose failure to fulfill any 
oblqation uDder this Agres::menr nas ~en the cause of, or resulced i.n, the failure 
of die Effi:ctjve Time to occur on or ~fore such d3te; and provided .funb.a, it any 
CODditioa to Ulis Agreement shaJJ fall to be satisfied by reason or the existence of 
ao iDjuoction or order of any court or governmental or regulatory body, then at the 
request of either party the deadline date referred to above sball be extended for a 
rt.aiOOiblc period of time. not in exce5s of sixty (60} days, co permit the parties to 
have I'Udl i.Dju.action vacated or ord~r reversed; 

(vii) RESERVED; or 

(viii) Ncrwork if it rec~ived a boru fide. fuUy funded offer to a~u.ire all 
of its outstaodi.Dg common stock or all or subst.1ntially aU of its assets, which, after 
ta.ki.DJ i.Dt.o accouot the pay meat to be made to l.XC under subsection (b) below, 
would iD abe opia.ioo of the Nerwork Board of Directors result i.D a value (ac the 
time of the closing of such acqutsiuoo) to the Shareholden greater than 
$142,000.000. 

(b) Upon tenninatioo of this Agreemem by Network pursuant ro subsection 
(viii) of Sectioll 9.2{a), Nerwork agrees to pay l.XC a fee in immediately available tuod.s 
equal to S7.~.000. 

(c) Each of the patties acknowtedgt.> th.at lhe agreement conui.ncd in this Section 
9.2 is an imcgr.J pa.rt of the aa.nsactions contempl.ated by lhis Agres::ment and llut without 
.5uc.b llfeeiiiC'Dt, Dtimer party would enter i.mo uus Agreemenl; :tccordingly. if t:ither p~ 
fails to pay promptly the amount due pursuam to lhts Sec:twu 9 .2. such party shaU also pay 
the otbcr pany's costs and expense!> (mdudmg rc:::uonable anornc:y's fees) incurred in 
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(a) If to DCC, IXC Long Oisunce or Acqu isir1on. to 

l.XC Conunumcauons. Inc. 
1122 Capital of Texas tltghway SuL .h 
Austin, Texas 78746 
Fax: (Sl2) 328-1834 
Aaeatioo: Jeffrey C. Smith , Esq. 

wilb a copy to: 

Riordan&:. McKinzie 
69.S Town Center Dr 1 ve. Suite 1500 
Costa Mes<~, C.ahforma 926.:!() 
Fax: (714) ~49-3244 
Attention: Michael P. Whalen, Esq. 

or to IUCh ocher address as DCC. IXC Loag DisWlce or Acquisition. may from time to 
time clesiplle by aotice lO Network; and 

(b) Iflo Network, to · 

NetWOrk Loog Di.sW!ce. Inc . 
7000 Squibb, Suite 310 
Miaioa, JWw.s 66202 
Fa: (913) 262-2730 
Aaentio.a: Timotby A. B.u1on 

wirh a copy w: 

Bbclcwell Sanders Matheny Wear; Lombardi LLP 
2300 Main, Su..ire 1100 
Kamas Cicy. Missouri 64108 
Fax: (816) 983-8080 
Aaeatioa: James M. Asb. Esq. 

or co su.ch other address as Network may from time to rime designate by notice to IXC. 

Sedloa 9.8 EpUrc AUfCntali· This Agreemenr. together with all or the Tra.a.sactioo 
Doc:umrna, toastirutcs the eotire agreement txt ween lhe parties and supersedes and cancels any 
and all prior IIJ'eCIDmU between dle parties relating tO lhe Subject matrer bcreof. 

SecdoD 9.9 Ryla of Coostruclion. Thjs Agreement shall be construed as rollows: 

IL:Cl·M31U 4 j 



• • 
(a) Em:pt Ill otherwise defined in this Agreemeot. words shall be gi'lea tbeir 

commonly uaderstood ~g in agreements of this no~rure. except that accounting tenus 
shall be- giveo. rhe meaning ascribed thereto by gener:l.lly accepted a:ccouatiog principles 
and inlerprewlons; 

(b) 1bis Agreement bas been negotiated on bebaJf of tb.e parties bcrcto with the 
advice of tollD5d ud ao geoeral rule of conuact consuuction requiring aa ilgreement to 
be more SlriDFDdY coDStnled against the drafter or proponent of any particular provision 
sbaU be applied in consuuction of this Agreement; 

(c) Tbe captions of Articles and Sections hereof are for convenience only aod 
sb.IJI aot CODD'Ol or affect the meaning or consrrucuon of any of the provisions of this 
Agreemoul; 

(d) Throuabout this Agreement, the ousculine, feminine or neuter &coders shall 
be deemed fD iDclude dle masculine, feminine and neuter, and tbe singular and plucal. aod 
vice versa; IDd 

(e) AU of tbe edubilS and Sl:bedules artac..bed hereto are im::orporued bereiD and 
made 1 part of this Agrec:mrat by reference thereto. 

Sedioa ,,10 lAW Goycmjor. This Agreement sball be goverued by m1 construed ud 
~ in ICCDrduc:e wilb the" laws of the state of Delawarr:, but aot includi.Dg tbc choice of law 
rules lbereof. 

Secdaa 9.11 W.iycr pf Pnmstons. The terms, covenantS, repre:seDtltions, w&mU~tie:s 
or coaditioas ofdlis A.greao:;DE may be waived only by a wrineo. instrumear executed by the party 

waiving compliaDI:e. Such waiver ::ball be aulhorized solely by the majority VOlt of dle Board of 
Direcron or, ro • em:m permiDed by applicable law, me Executive Conuniace of the party 
waiving compl..i.mce or by officers authorized by such Board or Committee. The failure of any 
party at aoy time or times to require pctformattce of any provision bereof sball ia no IIl.illUI.er 
affect tbc riP' II a 1ller lime to eofotce lhe same. No waiver by any party of .any conditioa., or 
the breacb of ID)' provision, term, covenant, representation or warranty contained in chis 
Agreemeut, wbaber by coaduct or otherwise, in any one or more inscance:s stllll be deemed to 

be or consuued as a funbcr or continuing waiver of any sucb cocditioo or of lhe breach of any 
otber provision, term, covenant, represeoution or warranry of lhis Agreement The 
r~:preseruations IDd warranties of Nerwork: and CXC contaioed in tbis Agreemcm or in any 
certificate or cxher documeut delivered pursuant herero or in connection berewith prior to or at 
tbc Closing shall noc be deemed waived or ol.hr:rwase amended or modiCted by any investigation 
made by aay pony bemo. 

Seclioa 9.U Succrssoa. All of lhe terms and condnioos of chis Agreement shall be 
binding upon and inure to the benefll of the successors and pecminl:d assigns of IXC .and 
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Network. For me purpose of mis Agre~ment, the term "successors" shall include but not be 
limired to be"-·fep.ees, and devisees . 

Section 9 .ll Countcrpans. This A greemc:m rno~ y be ,. :~:ecuted in several counterparts . 
and all so execuced shall constiruce one agreemem, bmding on all of the panics hereto , 
IIO(Witbst:alx: 1 daal all parties are DOl signarory en the: origmJI or the s:une couoterp.ut. 

SedioD 9.14 pPblk; Slatcmmts or Rei.Qses. Nerwork and IXC each agree not to ma.lce, 
isaue or release uy pmlic announcement. statement or acknowledgment of the c~isteoce of, or 
reveal cbe cams, coadiliom and status of. the uansact10ns provided for in this Agreement, without 
tim auempciD& to cbe atent reasonably possible (and in all c3Ses with regard to written matters) 
to clear such IIIIIOUIICeiDel, sta.tement. acknowledgment or revelation with the omer. Each ilgrees 
tha1 it will aor. wueasooably withbold any such consent or cle:uance from the other. 

Stcdn 9.15 Scycnbillcy. In me event that any provision in this Agreement be held 
invalid or UDal!orceable, by a coun of competcru jurisdiction. sucb provision shall be severable 
from. aad IUCh invalidity or UDeDforceabilicy sb.3.11 nor be consuued ro have any effect on, the 
rftD.Iininl provisiolll ot &IUs Agreement, unless such provasion goes to me essence of this 
Aareancn« in twtaicb CIR die emire Agreement may be det:lared i.ava.lid and DOt biDding upon any 
ot die pan.ia. 

~ 9.16 Na 'Djrd Party Jkaefic:iarie5. This Agreemem IDd tbc obligations of 
panies bereuader lb&U operm exclusively for tbc ~nefit of the parties executing this Agreement 
IDd dleir permiaed Jnccesors ud assigns and not for the bc:oetit of any adler person or entity , 
iDciiMtina. wilbourlimilatioo, my other shareholder . creduor. employee or former employee of 
eidJer Nerwort or IXC IDd DO sw:b person or entiry sbJJI have any rights or remedies bereuader. 

(SIGNATURE PAGE FOLLOWSJ 
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• • LIST OF EXHIBITS A."l> SCHEDL"LE5 

EXHIBITS 

3.1 NetWork Certificate of locorporarion .111d Bylaws 
5.1 IXC IDd Acquisition Cerufic3tes of lncorpor3tion .1nd Bylaws 

SCHEDVLES 

Nerwork Scbedules: 

3.2 
3.4 
3.6 
3.8 
3.9 
3.11(a) 
3.11(b) 
3.11(<) 
3.1l(d) 
3.11(e) 
3.11(1) 
3.110) 
3.12 
3.13 
3.14 
3." 
3.16 
3.17 
3.11 
3.l2 
4.1 
4.2 
8.1(b) 

Nerwork Subsidiaries. Other lmerests 
Optioas, Warrants, Ere. 
COIIICDIIIDd Approvals 
Malerial AdverS< Changes 
UDdisclosed Liabilities 
Emplaymem Coo!Dets 
Employee Salary and Benefit lnfonn3tion 
Employee Severance lnformatton 
Beaefil Pllm 
Tide rv Pllm 
Multi-Employer Plaas 
Noo--Tamiaable Beoc:fit Pl:ms 
UO,IIiou 
ExcepQoas ro Compliance with Laws, Tuiffs 
Taa Filillp aad Audits 
llaDtACCDUDU 
adler CoDIJ'ICCS, Agreements, Least's. l:rc 
OwDed Real Property and L11~1lS anti Encumbrances 
Coallicu of llllerest 
Iasurmce 
Networt Expenses Outside Ordinary Course 
Permiaed Actions 
Revenue Test 



• • IN Wl'llill& WIIDEOf, d)e panics bere&o blln ueaxcd. tbU AJI "ilnt OD lbe day, --,---.. ·--

·~u.• 

IXCc 

IXC LONG DIST 4NC!:c 

IXC Laq .__, Ia<. 

By ____________________ ___ 

N~:--------------Tiile: ____________ _ 

ACQVISlTION: 

"-A..,-oCorp. 

·~ By. 
Nm: 'T'I':. s stttto;.~ 
Tnle _ &.., ;,J,.d 



' 

... _._. 

!XC LOI'IC DIST AI"CE: 

cr:c Lolli Dllla•o. be. 

A.CQVISJTlON: 

)y:, ___________ _ 

,..;..,,_ =========== Tille:_ 

.. 
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EXHIBIT 8 

IXC Financial Information 

DC-4114.1 
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~·~ P''''''' &• eccor,_ ... •ath J•~•rell~ ' 'c1pted ac•ou•ltl' p ran,ap l •• fo t 
lDllllll haiiCUl lDfD'-UOI IBCI llttl Uttt UStriiCltOnl to l-or• IO·Q Ud Arllcltt 
10 ot lea•1et&ae S· l . Accordaa&i). \hey do not aDclu~ 11; ol tb~t aator .. t aoa 
••• 80lCI rc .. &rcd 1t1 pat 11Uy •c" pu d ucoun tan~ pr "" • ph • lc r ,_, lc ' ' 
ta•••~a•l '''~e&a . la tbl op1a101 o% ••n•J~r.t . 11: ICI)Uit.watl \COAil&taog 
l'f flnrDII riCir"•l ICC rill 'll Cnflulletlttl •ecP '" • y loo o ! o o ' rrr ''"" Ultf'lfl ftu 
tlae ,. r .a.o•• &14a.ceud Ill••• liM•• uu.Judc d Opuet 111~ rcsu: ts t o r th~ th11tc .,n 1 h 
I Del a111 -t• pe nocta .... cl x p teatHt r JO. I ¥'77 11 r no 1 n~ u ua11l y 1 n4aca t Pc 
o1 tit• ,.,alta tlu .. ,. tw npi'rt•d tot ,.,. .,~., f'ndf'd [l,,,.,b.., '1. 1997 lhf' 
lehac. s~ •• t ,, Du ...... Jl. l9~6 "'' uun dttll•ttJ ''"' •ht luJtlcd foiiiUc.uJ 
lltt• .. at& It t~lt .. tt. ~at does ~ot tnt udt tll ul tbtt 1U1ot•4t&un aad aot~s 
JI~IJ.tld ~y J• .. relly acc•p\ld •ccoa.nt1n- pr~ncopi•• tor <atp1ortt tanaacaal 
alii(I-Ult • n.. ll;~tiiTlUl 1u.-U .. If! •t•l~DCIIl> .J,UuJJ lK- IIL'eJ Ill "UUJIIUL-1 lUll 

•ath t~e tOdllt4 coasoladetad 1t~eor.&tl 5Littacnt~ tln<lud&nJ tbr nottl t~rrttol 
!or l.he y•lf ... tiDaca-.1 Jl. J~Q() Ca1uu •••·unto ahn•n '"the 19011 
haanc.ul UlttMDta ''"beta rtclluthtd t•• "'nh••• tn tht 1'' ''7 ptt~tnllt&on 

Ulu pot t ~· 11d c_,n tQGlYI !ell: sbut u butd on nor! loH &Us 
F" ic rrc:d neck du a4cad rc:cp1 ruac: a. t a, da• uk c b) tt .• •< a ~ht < c • ~ , r eJc ~• 
••II c~• eq•avll•et 111.1111 oau UJtctua dtuaul. tht pt 1 aud Ou1 ollnduf opt aou 
•rt IIICinfleft It' fht c•Jcrlllttnll II' tht Clltn • lllf' )' > r P lt 11 UII I<P ltH\ per 'hotl 
on a bll~ d&lat.etl -..,u u aot rrueucd u the hlly dil uted tlhH 11 utllttr 
ant&~!uttYI ar aot •\IIU!Iy .:lllltunt :roe p/tauy ;o u P" H'•un ano c:o•on 
•qaJva i orn r tbltlt . u ,_.... .. ,~ 

noa: <:4M.,.,, .,, •• lc , ••• ., ....... , ... . ... ' '"'" •I h·-· IO~ C .~u .. l .. II• .,~J j .- o:l 
IIUDII I pottlOII 01 tilll •hrrcd IU IHtl\ l~latfel to l h Itt <'ptlll l lll lo1~ 
&nc•u•d '" 199'7 ctn La 11ceruut: ,.,.,d•n;: 111 re•l.ul>al oty Tie ddhrenc• 
Ht"•• tlllc l .. Natht uc.ororJ Jor tllor unr ao.r.t11 1 rnct.:d SrprDbtt lO. 1 99~ 

ead the ~ottJt CllculeLed 1t t-• federal •t•t~t<'IY rate . , ptlDirtlY due to thr 
"llltL•- alloeo••c• lpplaerl 1f111111 tl\e 6tthtrl1 tu .... : a 

0.118J 1997 , t~· C0.p1n1 ftiS ··~ tnd •tlJ <UDI&OUC \Q llkt •ltCllll 
(,_I t .. llf' fCl•lcft t .n f.ht Clfllllt I lUI nl I I< f l~r' t npl I< ""'*"'~ 

U.raaJ 1YY7, tbc Umaoep1 ftll rnttrtd 1ntc ~~vcr1l aa:t~arnts •&th a4<0I 
lOIIJ d&&ttiiC'41' r.IIIUII f01 li41' &e1• of dat1 ltbrr tDmoniUj( to J ; .&l •allaon 
AlLb-JII 1!1111 11111-ata P•••a.k hH '''tllA p~oo alt•~• ,: , ... C•·•I'•"Y dOc> 1 0 1 
CO.f!Ut a::oonncuoa of \lw dchncd routu •rtllu> thr ,,., ,,.., Jptcdud an 
tbt IIIIC .. Itl .......... ,,..,DOl IDIJC1p1\f thai I~• Co•peny ••II &IC~ t II) 
•• ~•I u l ,..,,1 Llt a 111~ 1 .a. ooa: 111u• a ao~u••~ 

U. ... Ill 4 , 199'7 Tel -Ceallol <=-•u•aulol'n •. lu t " ~ ol r o n uoi 'J ftlod • 
c011pliiDt eau•n VIC J.Aaa Duunu. lie oac ot lhc ca.p•n ·: ~ •ub•aeluo•• . 111 
tbt lMu tad SUUI Dutuc l C.• II u tbc ,.,. nun !lutr1< 1 o I lllut<'U 11 . a flu t~ 
CoepiiiJ' U,.4atlt411 ••••&•• 10 Tel C.nllll to r tulou to pa y fo r o11vaua 0. 
Mey :Zl . '"' . T•J -Ctat.ul h lea • vo lilt u r y Chi p " ' 11 pe : 111 on • " btlll.rap " ., 
Tlta c• •• •• ' ". ,. .. • • ' .... ,, ... t l hr ~·a\ • 0 r I " '" .... r ,, • "' ' II n I .. " " ' " .. , ljQ'" 

•hca fcl ·Cc:etnl -u-.uo4 \lu: uuen 



• • • fraa t~ LO t~ ~ CGapiDJ 15 1DYO)wcd l~ YlfiOUS leJII fJOCCC4JDJ5 
ara1sa1 sa t~• OldSIIfJ c•ar•• of bm,,,.,,. ~~~of wh,rb ar• ro~•r•d by 
~IIIIIUI" 11 1.1111 Op.I.DUIIII Ot thlr CG.p11y"o IIIDI~"IIt"l>t. IIOIC of tbC 
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NatES J0 aJI&ISiiD ccr.sotmt.TEJ) f!NAKUL 'il.o\IDE?·'lS ({V7(TINlE>) 
(~ITlDJ 

cl• .. • n11\tll to ••c• proc••d••l• •Ill k•"• • ••tt~u l •llu c ··n th• fuln< .. l 
coa•u UWI or •• a11u or opeu uou ol tilt <o.pen~ 

n.rnJ tile ca-u1.u •••• S.rte•be r )0. l997. t be Ca.p111v 1 r en ltd uoca 
ep\a-• tot •• •urea• tc •f '7.Sl , 000 tbe rc a o I ,~., s cod. u• ck , t Ia' 1 ')')6 Stock 
Pl•• lid \be 1~ s,.C111 !a•clll~e Stock PJIII At ~cpttlbel lO. 1997 atocl 
"II' u•n en,.. • ill 2. ~11 ,n.6 •II• ••• nf c;-n • lnel: ..,, •r "'" • 1 •ntto ~~ 

Ia Fcbnuy l9f7, U.c fASII au1ed SfA.') ~ •• t:s. "ht•uo,p f't1 :ihuc· l"stAS 
Ho tll·). •hell a...,hhu. tlw uhultUon ot urntnl(& '''' &hut Under SFAS 
Jllo. Ill. ttocll ''""' ••• olMt •'luty &utr-111& ••• •t<l•~l h~ tM 
Lalt.llleuuu vJ ·"••1" ••••Uia• I"" I •ll•rc·. •IIH.h •&Jl '""I''"" .,, ••111 .. ,,,,.,,.. 
per &bare dltclotarea. SPAS No. 111 1' effcet1vt tor per1od' eojaoJ •1&er 
D-c•eDe• 11, 1997 . ,._ cm.,.•y bel&IVII t)lt &t> totu1• •doptao~ ol SFAS No ll& 
911J DOt aiYt I li&llfl~lt ~PI'\ on CfiD&nAS pet ~hll~ dii,IO~Dft' for lbr 
peraodl Pllltlled . 

h hat l",, tile PASI uued Sf.t.S No : Jl. ·Du' :ouru 11K'~1 sea-au ot 
aD £aurprue ud lelued lafor•ttlon· t"SFA.S No ljl" SI-AS "'" t j l 
C tUbl& lhC I I ttlclariAI iDI' UlC •a) lbl t publJ' bQ t 1G~ II en LC rp I l I C S 1Cpor l 
Jnfor•ltlOD tbolt aper1t111 IIJICDt• 11 1tnu1J f1nanc1al llalr..,nta ••• reqotret 
the I f ~ft'C lUI rrr "II rtpnrl II IDe tell In fntD• I 1<'0 • hon I 0~ til o 11f "a-rot 4 I ft 

sateu• h•••cul uporu ua•d \O atlue.oldcn '>I'AS No 111 •• c Uect••c for 
hiiiDCUJ IUliMDh 101 %UCIJ. )IllS bej:JftDIDJt llttr l.lrulllf f I ~. 1~7 1 ... 
edoptaen D1 SFAS No Ill wall h•~• no J~trl on thr Co•p••y · 1 roDIOI1dltr4 
llltllh of V,.lll&ODI , f.&IIDCUl poUllOU OJ (;1\lo flo•> 

; . PllDRR£0 S'I'OOC 

Ia Allll 1~7. t~c C..,aey Jfsued $100 11111on of 1 11 4~ Jauao1 Ceavettablr 
Ptt ftt red Suck D-e 2G0'7 1 ·c.""'' \1 U.t Pre h r reJ S to d.· ) lh• net p•-••da of 
1ppiOIJ .. lll? 19,, 7 ~ll&oD lr01 lDI DlfrrlnJ •«It D!fd to Jtnd Clplt ll 
capea4ltuttl . 11'11\ .. ats 1ft en DDtonsoladattd 1abstdtar~ •nd Jtner&l cotpor•te 
fUrpotll . Rt11l11 Df \~1 Coe•••t~bl• P1e1••••d Stock eed t he co .. on tlock 
!UUtl1t •po• co•"'•ruo• tber1ot wtlt rt!Jlsttrr;! ond~r the ~c<Urllttl ACI of 
19J3. u •••did (Ue "Securauu ~,t.: 11 -'•'u't 199' '" LOIIplun't •tth ~h~ 
tCJlllll\&011 r&JbU earcc-a\ Ct>tcud tftlO b·, th~ Co~~pany •tlb Uc &G&llel 
rarcb••••• of,~. CoDYIIt1~1• Pr~ttlrtd SlOtk On Marc~ $1. 1001. tbe 
C"nn.-ertthle ,, ....... ,. ~fnctr ... u hot ·~·~-tt lly tht r,... ...... y ... rnc:r •tt .. l to 
tbc h.ql14et&OD rret•re•ca pl•• u.t;rae4 eed e11p1 td d•••~•d•. thua at u 
·alllGilOU£1 ••••••bll" ud u 110t upon~d au stockhoJdU\ tQDilV Utvtdtecu 
r•y•bl• praor to ar o. J••• )0. 1099 ert. •• thr optao• o! ~~~ C~p•ar . paya~l• 
~~~ Cit~ O• tkl-111 llill •U•••ce ~~ edd•t•onel ab.,c> o: Con•cllath P•cfc11cd 
~lock tqoel to Lk 4ln.ad I*IIIDt Cb¥Utcd b'l tile bqu:d1 : 101 prthtCDU 01 tiiiiCII 
•dllahlllll 1l1111 . AJte r ... tcb )I, J999, LO the u tu1t end jor oo Joaa • • the 
eu..,.,,, a• N41l P.t•lUrll •u II'•Y u•ll "1YI"otu•h u11 tL .. t:un•~~:1 LtLir Ptchru" 
~LOCk ~y 'ba tet•l Ot IDY tbea OGllleftdlDI 1DdcDitdnts• o r IIY othcl IJrac .. lt 
t:r Ill U-·\ lD ..... Ule Cellp&Dy U tab ,.c t , Lbe Coepan • • 1 lJ ~- ••q1111 d \0 

Fly ._" &•ach , W "' aii•U I U r•• I\ tile 11 t~ per unu• o I I J/ "' , t IIIDIII. l•• 
au•••M ol ed4bhnal •"•r•• of CoeYtlhbJ• fujerrcd Stod. P•) .. DI of cull 
4&¥1 .. 161 on .... eo ... ,,,.l- ,, ••• ,,.d Stock J5 1101 CUIItlt!Y P••••tte4 .... , 
tl'f P .. IHDn fOJ lM C.'IIY ' I 11 l/2\ S.ntOI lol('tU drt ~005 untl ! CUUID 
i1••nc ••I cneltt r """ ... ,.. ..... _, n..' '"l ~•l't ~·~ • r QQ., ' ... (",...,, "1 • • ••" 
11. •'1 ld.at~o••1 slll•rtl et CoRvcJtJ&Ic Pr<jczt<d Sio'l '" 1111 If• '' •"• of &l l 
)lpli•Nt 1997 lliY1 .. 1. llqltUI .. DU 



I• -. ... t Lt97 . ,,. Ca.p••Y ~••••4 S\00 ••llJOh ot I~ J, ' ' Jaaa~r 
l&'AIDic•bLI PaajatJid St•~ ~· 2009 1\hc "Ea,blb~etb le '•••••••d Sto,~·, Tbt 
.. l pro~•d• Ot IPOIO&~te!Y JZII . ~ e1!!1DD lrOI lftc ottcrJI' IIC ..... • .. d to 
~ ••• Clp& t ll DI .. Odl\alll . &1911UIIDll aa the ~oapeay · I OICOIIOia411•d 
auu.,dllllll 



I 

NO'IES 10 c:DIDeJSII) ~SQL~TEJ> FI~ 1~ HAJDI."l\.1S (("'f)lll'IM.JEl)} 
( \IW.IDI Tf1) I 

aad .. ••••1 cotpot•'• parpo•••· Tb• Eaf~··~•bl• Pr•Jerted S:cc~ h•• ~ot been 
••lilt•••• •••r till S.c.ut.t.et Act IIJ4 aay aot t-e ol1cte4 o: ~old 1t1 UM.' llflate.S 
Stet11 ebaaat ••lil,tll~ or aG IPPl•,•~!~ ••••ttton :roe rev••''•tlo• 
llqe.U ... ah 01 /o-cau LS. l~. til• luhft•••"l• Pu :., ted \t• .. ~ •--•• be 
tedl ... d ~y till CO.,IIJ at • ptiCI eqaal to tht l1~tadtt1~n pt~rr.rnce plas 
acctetd aad a.pead d1•1dtadJ; tbDt at 11 ·~odetcr1ly rrdt~•blc· and 1s aot 
ia•l•dcd 11 •'-~ldDtl' C~i'f· Dav1~n41 on tb' ~•<••n~'•bl~ Prci~ttcd Stock 
•1U ICUII I& a lUI •I l:l i/.Jt. ptt Uftlll of Hit li<,U:&Itloa pu:tueO(t ttwrcoS 
a•IC Wtl t M p11a .. la "'lfettttly HI '""'"' nn J.rh,.,.,, I~ IICn I '1. Allfn•t I 'I •1141 
,....,,..., 15 of ,.cJt 1•u ..-eauoJ No•eabu IS. 1~?7 Ih••d(nd• P•>•blc 'uot 
toot Oft AQ&alt J'· 2UUU ttl. ll tbe opt1on ol tbr toapen~. p•y•t't 1n c••~ ot 
darot~p .hJIItiiU of •4Wahaa•l dstrtl ot t:u·lk.&n,trablf' p,,. ~~~ !f'd ~toct tquel !o 
tiM di•.a•ad ..... , ~ ...... 4 •)' til• lAqiAdu,on p•••~~~~~""-' vt &ud; tdd•t•oul 
tbu•s. lh t••attUtlOO aahs tjttt••cnt .-n~ruc u.to by lh«' Coepuy wst' t•r 
lR&tatl pare•••••• of till &ac•••t••~le PreterctJ Stock ••qutr•• tbat t•e ~aap&nf 
,blc •• •.t.dlt ... tttl•• ••J&aueuvu ·~• ~•~~~•w l ILI•c • .h•"•"ll" Cu ... , flc.u\1 u auu 
~ttce .. ot") witk ltSPtct to eo ot1et (the "Rtrastrrtd iA'~•nJt Oiler") to 
•acbtOJI 'be iatltiS••~'- Praterr•d Stoc~ lor • n•~ •• ,,.,of Et<biDRitbl• 
frtfiiUtd Steel ••s.ut•r.• •••t tilt lecu:atlt'\ At~ h :Jctobtr 1'19':'. t~t 
C.,18J 1.!..&.4 tM i.ldtt.,t OUtr laiUlUI 1011 ~Ia turn' "' II• tit.- Suut suu tnd 
la••••J• C...atalOI. 11. to •r befo•• lena•r• 1~. 19~1 t•• JeM••t•••d E.ch••f• 
OICII •u lOt ••• caat-tttG, cr • al.-H ,~,uoatH>II s••tt•l\t rus aot htcn 
4t;1tttd tllteta-. •Jt• ltlptCt to the ~'h••re•tle fr«'i~:r~d Strca. t~t 
t.fl•••••~lc Prc~ftcd S'tok 4a~•~~d tttc •• ·~~J~'t to 1ncr~••c p~rtetn: to 
••• '-''•' ot till ,.,uuauo. UJbt. •aru•ot Altt r hb:u•:y 1 ~ . .:001. 
t8t.ereu "'" .... f .. c ......... ,yeftttte .. Stnclr ••I ht> r•·..C nnl'l .... U\~ p·~-H 
et •••• 4l~idDa411 oa cla ta•~•Dic•blf.' trcf~rrcd ~tO(~ 1t aot 'or1cntly pcr••ttcd 
aadet 'bt ~etallll tot tle CO.penv·s 1: II~\ ~t~aor ~ot~t 4Dt !OU' uot~J 
r•ttlll f1aeac.a.•l co•dataoe• h•~~ be~n -.· 

I. PSIJET INC. 

Ja J ely l"'i c.J.a C.U.,aM1 a1U1uv*'u <.1 • ~ .... .,..,.. .. ," '"d. f' Sr.-;. • '· .. ( • PSINt.o l • 1 
Uodltt lbe ur•' t-.f tilt PSI.Mit llttttiNDtr.. 11:~1 (O:J>ualut 1nn ct the lrenucuon. 
tile C.ptt)' •ill pro•.a.dD 'S!Net ••til •• ndltf••••hh t.,:h· to u•• IO.:>OC ••h• 
t't OC·•• tttas.11110A CIPI'tt)' oo ats Ntt¥otl o1t1 a :o vttt pttlod '" ca,b•a~c 
for 1lk (poll ·.a.u .. e.u: o1 P$1Ntt '~on ato'~ In tdd. t usn. 11 the va hw ot tilt 
fS~t ~· U.oc.k. , ... l••d by tbt Coep .. y , a l4tu u .... $:140 ••lllon tt tile 
tuher ot oae 'flU that til&> tJUl dtdvuy et tht tltn1eHtlon upauty 
(acb4ded f•t ttu ·1999) or 1oraa vuu •! tc: dr.ut.i. 1•s:t.or: '"' U pey ttl' 
Coaftoy ~ ... Of •• , PS~\·· opllOft. dcll•CI edJIItcne. r~I~<t Cc.-on tto•l to 
t-naJ abt •alae c1 &IN Q:apaay ' •"'"t•ot to $;•n aa.l1on lpor. Ckh•cor:r of 
the ''""'•••utM c•p•c••y •~ P~t"Wr. ••• c.,.,..,, ••II •I«• ••cco•H• • •• '"'""•net 
Jee wla~. •••• •ll ••• CfP.cJlY het been Ckl•v••~d. ••ll bt •ppro,~tel~ $11 5 
atll.a.oa per, •• ,. lAI CO..ID~ elrt'ts to con,~ett lht trtnJt<tlora• 
UIDtt'aplltt'.t by tiM> PSI.Nt1 •1•••-.ott •rn• flilf' • .rtthttaor. of unuo 
C044<1t•OIII•• &adld&ll till 1ppt0Ya1 Of fSf,..~t HO<l..lauld~tS lbt:l~ UU bt «10 

•n•u•c:c U.at UICb coa~uou •ull bt u:uhrJ ot th•t :bt f'Slf'att tunuctaon 
wall be ,.,,._•t•41. 

la OCto.,, Itt~. ,._ C..peo' to1~d a )Oint vtntoff.' •srb Ttlcoot AS, t~• 
MDt .. ltta aetAOiel ••l•~o .. coereo). to pro>tdf ttlr'o ... ~nltlla~n ••r•1cts to 
Clff.a.tt6 eact ••••llarl a. aJae ~llt~>p••n coynt 1 ,., The J""'' ••nture ••11 tJe 
OWfttd •o ,.,, .. , ~y tbt CO.,eoy, •o prr .. at b~ lf.'l~not GJoDtl Scoavaces AS. eao 
20 ,..,.,., tw rlartftfl lt\-rc•• (~,,,.,, •. ,,,, r,.,p,.ral•n". t I! \ ~.,,~ 

«clcc.,_.•.a.••tao•• •aa,••:o •• wh1ch Ttic11or o,.,, • (<Jnltu.lt•l lDtc••at Undct 
Ult "r•a Of tlt IJIIIINCit. tile \..'o.tplll ~ •, II ht •t t••• tears on I ht' JOU I 



• • YI.IUirt. 1 bot rd. 

Ill Ou.ok1 IH7, ,..,. Ca.p•n) conn-ot~<d oil <>Utr 1u '"'~hlll,R~ ohtn" Dl 
Ill ~I StciC.I 101 lM ll,5"-- ('llltUUdiii lhUU Dl 1lS ltl\ J~lll"l ::OtHIOI j 

C...11llll'l• a..e .. ble PM:I•rt•d hock I the ·su.u ~ p,.,,.,,,d Sloe).', hch 

llul.,1 lb1t L••<k••tl •••s•• vJ i.Jua) r, .. h.,~,: \ou~l I""'' •·• uo~ ~•i'"•'"''' 
dau oi 

' 



NODiS TO CX'N:ll!lltSEI> CO'-$01. II>I..lE) F ! ~ I .\1. H A J}Jot:~., S 1 ('(llrf lHlE>) 
( lfol"-f) I ':'}))I 

th• t.•adtr off•• (Octo~r )1. 19~'?) rtu-•••c1 .tppan\a••••l• 4'1 ~' ,11., .. o! 
C:..Oc .StoQ. lot eub litH• oS ieuu \ .,,~ltrrt<! '1\0t~ : •.. nuattot ot •lluu ot 
ec-on StoQ. IU••d tor eacb shu.,. o1 Src It\ .! l'ath fltc1 ~'"'._ •u ulcol.ctd bf 
4.tvacbat tM •IJ••I•UI pet ellaert hqaudu 1011 prttotun'•. :n' ludall(t •cUM4 aac 
0Dpt14 4t•.tdlld Ot Ole sbete ot \tlltl ~ Prtt~ased ~tot~ •~ or Ottober )1. 
199':' by sn. oo. t!lt lu t r•pottt( u lt Pf ICC' 0 t f ht ("nt~J•U \". ' C~D StotL o• 
tllo Neadtq N1U011tl .. ,M1 et tll•t 4atc a .. • ,.~. .. c••· '''l"•<~••,.·u pu tuct"c. 
uadoch"l ecuaecl tod tapu<S ds·n6rnch ul lilt- :.u ac' ' l':tft aatd ">tod. et Ut 
UI"'Mf date Wa41 a~pfttttMrely $20 f.. lttlltnl> ·'ll.t,,a~ f"P' •hart tnt fht!' I:'. {<It) 

lhUCI OIIUUIIIChlll)· ~Cf 9S' ot tile a!lucl ol ~CIH\ J l'rCt<>rt<'<! 'iitod, WCfC 

teoeltnd puoz tC' Uut c1puuaolt or uu c:arun11t' otlu 

10 f!NNCJAL ~TI.Qir fOil SliB>IDJI'II<' tl 4A"'o' il\'. '\14> :n. <";~ 
WBSIDIMU.ES 

n1C' C..~tNt e;UVIIIU:la. a lliiUJlo..lll J.IVIII<.II <t II> (,U .. II~ .. lhluv5~ 
subud11t10I Tbt ~IUOf Notca uc UIIC'.ondllaontlh ~uutntud. J<'Jath an4 
ltv•rally. by Cttlt&G WaDlly OWPtd 4'11(1 tn~ tn011111 •uhli~IAI, •• {t~t 
"Sobu4tuy OOittiU.on') lht obhWIUOta of udl \•Jh\ ,,hut <•uutntor tu 
lt•,te4 to t~e 810Liel llloDt occe•,••r to prcvrr.r lbt xuaaeatc~ tr~ •aoletan& 
~~ ~c-..ea •aa4t~i• aa4ar appl~cebJa ••• r•l~t•n~ tv :te~dulent C'.OO¥otTtn'• qt 

StaadOleat tt•••••• or 1~1111 JtwJ atlf.'(' &nJ tnt 1 •Jhl~ of crtJitoss Jtft«ttlly 
C.ttlal Sl~adttllt• ot t•t ea.paoy do no: r••r•ttt'c tbt Scnacr ~otes atbc 
"No~·~aataat•• llbtJdatr•tt"l. The cl•••• ot Ct(Gtl•·•• ut ~. uoerenlot 
~Dbudauet. llt"ll puorn:- 0'111 tht rlJbO of tile · vapanv 1u trcta"t dnHkn~h 
~' ~,,,,.~"fa~ft\ fr~ anc• ,.h,•~••••t• 

lilt tqlllty .. ti'IOd hta bttl! Ult'CI IJY lilt lml:>ln¥ "'1111 :t~P~~t to lD'tt1>t-lltt. 
1ft Hlbl1dat&'"t T!lot •qnt~y •tllt~d hel bf.#n ur.i hv <;,,h.,du ry liueruuora •u!h 
Hlt.pcc;1 C.O .La .. tC.IIC.e U hoa·GIJefeutol SOib,,d,tll~• ~('j•HtfC' iHIU\<. .. 1 
Httf.'aenu for S•budury Guanll\ou ttt aot SlrHc:tttc1 huC'd on etnaac•cn ·a 
cr.ut•11letaoa tllet tlll•y 4o oot prov • .;, •dd•t•on.J ~r:t"•••· •o• tr~•t u etterul 
lu ur•tn.~vaa. P•or•c .. lc4 .,_1.,. •• <.,,.,._, .. ~~~ ~uu><•l•d•""" ;,,. • .,~••1 J.l.l1u&••tuo~u 
tor tbt C019.tDY. tile S•budu ry Gut un ton • nc t t:c "on <nu •••to 1 Sobu ~h• oc 1 a; 
C'1 Uld fot 1.8ie curae ••tba •••4 S.pteat.t: 30. t•,•r 
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l'J"EM l. ~·s DI$Cl.ISSIQol IHJ A.W.YSI.S 0· riSAI'<r!A! l:o'if'ITJO'O A'ID RESL'L!S 
Ut <Jr~UCIII~ 

!Aw,l tva UM ffll W1 t.-al lu.lu•• llull ""''' uuc d h• hn•. d .. · ltelt.:l a 
d.ucsaued 1.11 t~u uea ere to,..ud-loohnt t.l«l~eae-:~u tba· ,,~••1•«> c nttlbu of 
u.aka ead IIIICerCt&ahea. Tille <A.rae)·'a utual l•qutdaH n••<i•. «ap•••l ••aovrc•• 
aad reaa.ha .,Y cu.U•r •u.utU)' fla. lht> dtsc:uuc"' nt to:th '" tbt 
iorrer4·looka., ltat ... •ta. Por • d1sC85Slon c1 l8P~rtant tattots tbat aa~ ,.uat> 
t~e ••t .. l r•••ltl, .. tfot .. ace ~• ao~t•ve .. ata ct the ~P·•~ t~ b• ••t•raelly 
difl•tt&l ftOI l.Oit ~pttlltd o• Lapll~d by tht' fOIWIId ;oolJDi Slltt.CD~ •. lt'f 
1Bstsaae&a •• l&ak F1cter•• •• t~ c~,ft~·, Annaal ~rport on ~or• 10-K tor ,., 
httel ycu ca•ct ~".-.:' Jl, l«Jo96. h l•Jht ot u<h tuh utd oncc.rtt.uuu:a • 
... ,. caa-. 10 lllltlace ~·• lbt tor•at4 lOoktn~ •nrorGatlon trntatord 1n thl< 
1tea ••11 '" fact ftl"''''•· 
Dtltl:, lfH) Nl- ll,t(~ tNJ111J ltt'ltJWt.M J<J. lYY'' Ct_.,AKtJ> lfi.IU IH:· l1~ N'f) 1'111'-.t 
IOniB JIIG'8\ SliP I .... ~. JIM 

~~ optrltla• t•••DDt tot the lh1Jd qua:te-r •~d vfat to ~ale 199~ &ftCJ~tl~j 
by 14.~ tftd 111.14 O¥tl t .. c .. p111blt 1~ ptt•o~•. 6uc •••nl( to tbe 
UIIIIU•I.&UJ lalfl•••••Uw wJ ( .. eu.., •• ,. • .. •>td.c.J ort•""' •'""" .. '" ftr•c"""' 
JOt tb 1•1tc .. d ltf•Utl t.u•eu 1fttfiU4'd q'l -'' 11111 200 1\ to1 lht 199" U11tJ 
qeanet 11d l'••t·tO·•t• ... , l9W lallabl• euut .. o1 o•• . ..,., •• 1 uu••••·' 
over 1996 by 110.1~ to 111.) a&ll.&o~ ••outcs tor t~c 4oar:cr enj :~1 ''to: I 
t-.&11&" 81ftllttl )tU•to·dtU ltvtan 1or thr <:otapetv·' p: JYtlr luc buucu 
.uaor•• lid 6Z 14 for U.. (littler end 53 k yu r 1 c da h o .. ., : 991> do• to 
aotraaaed oeaa•~ to1 etptctt~ 11d &he t¥11llb11Jty ot add:t.cnal cep1c1ty 
•••ult.&AI frat t~ Co.play·, ftetwork c1paos1on 

COat o1 c~aacttaoe aervacea coasaatl pr•••••l• ot '''"'' cb4tJtl pa1d to 
fncaJ ~~C~IRit ~Afttlt• ('f~··) ~~~ tfaft.MI\\tn~ If•·~ ro~rnt< tn ••• ~ 
cac~a•a•• wat•. et~tl '*'''ttl. tbtte ~o•t• •n<tcascd 91 &' tor the qotrtcr •nd 
!4¥.4\ yaer·10·dltt O•tt lY¥0 40t to ld41t10IIl leate~ suppottana ~~~ ~a.ptn'l·s 
J'fl\'lh• l11W tad a•ue••d W/Y.U'f'l bqu-aa••· lrfil'• ohiUof'tt ltt>a otb~l ~"*"'"'" 
talf tc.~csa ., •• ,,., fl£4 '-• LIC1 .aa UMlalt't•o• a.th the , •• ld1t•l ''"1<-CA 
~asa•ttl. lbt CO.,aay ~ts •a•totJCally bed • tclat1'clv lo• LO\l ol 
C~IUC:I \.lOa It I¥1Ctl II I ,., ~tDt eJe o• tc ''ff•.c ~ l>r< o uu nl:t I an I ul: y a Jl l t • 

.:rti.MH'• -·· .,, •• ~~ .huwt illi"CtC J&IIC .. cJ•Ht">. -~U~I41J;y I'IO•H.IotJ 411 I' 

telatuel~ 10'1 uu onr 1U GW'II Delwork bprn.n 111 tbc ••atclled ••r•aces 
~••s•••• art ••~atlaf.ssll~ Jt•tttl tftae t~• pr•'•'• lao• bu''"''' do• to the 
tddit&O.Il COl\ et L2c ICCtll Cblt~t$, le•lt'i tot lOOM dtitaG'c <lfCDltl and 
Gh ottc.urwd he~~ ot.tltr uu~en tn Jah 19<;~ th4.' 1-rdcr•l r~cn•'lt•Oft• 
C..&at.&OI ("FCC•) ••a4tt•d rat• ta4•ntJoa• ,.,, th• ""'"*''•on ~1>••11•• pa1d bv 
1oaa cauunct cuuau -.o U!C a The h•or•'•'«' 1Dpuc ot •tlcst retr •c4ucuoaa dar••• tbt t•ard qosrttl at• ttfJt,ttd an tbt 1•nan4tt. ~:,tc•e-nt\ Th~ eo.p,ny 
CIIP'41tt '*'' c:oat of e-a&c:auoa '''"IC.Ct •• • r<-rHnt•1< of "''"11c to 
.&llet•••• over .IUstoHcll JttllU •• Ult '"'""t 1 u·,qa\ , ... ,tnl.lf bc'otW' • 
hr1•r •h•,. nt tilt f'lWlr-ay'« h"•'"'" 

~utloar. llld ••J.IIUitllt&t'll t.ll)tnr.ts lot lilt que nu tnd H'at to dlt• tor 
299':' •••~ .&at-t••tt>d I' l't> •ad 72 7\ ov•r I~<• P"•••il• 11 • ,.,.,.,11 of roat. 
auo~.uted •at~ tilt o.,..,.. • ••~t,l!cd I'M.'two•l. A.lll.ou,lo tht Coa•·•a> h•• b.tc11 
••cctsffo! a• ••taolal.111 Jls Gltlofi•Jdl •••t,ntd .,,.,,~, buiaoes' Wllb 
IIIO•f•caet ''"•••••· C .. Co.pllt>'• opt~r•t~n,a '""· plu• d•p•u••tooo and 
•all i..&.;.llU.IIIf ( "I!JITD4") &I lli• '"' <~lrc.t •• I • Ht • '"' • we" he • I•• t II .,_.Itt IPC au<J 
tilt CGIPII)' .. htvts U u lt.1th to re••tn tl.'ll••••t ,.,, :tit h•hncc c: th ,. . ., . 

Dtpr•cattiOI IDd a.ott&t•ta~n tot the qaartcr tnd yrat to J•te tor 1997 
UICteteed !41:1.7'1. ••• lO,.I't> OVI# tl•• Cotlf>•••l>lcr 1~-.11. l"''o•h <lu• to til• uc••• .. 
111 41tpr•c:tt-lt ••••ta ft1tt•4 to the Co•pun ' M t•<•r.._ t•pauuon '"Pf4'4Utlnn 
llllfl 11-ff ',..I lft" Wf Jl CMI tftlt l<' lf'IC <ta'f' •" "'"I JJN t · nn "'' h •rf'"<i11>f n• 

cep.ata1 tiNt• te t.acuau ac twoak upu1 tv 



• • llt.ereu l.C- tor , .. qoutu ud wur to dtHr tor 1991 .iiUII .. d • .,., 
1996 bJ S I •aUJ.oo 111•• S~ J •allror> 11 p1orudo tr- lbP Ca.ptll)., 1996 111d 
199~ .. bt IOd tqiiAt} p;IC.I-IU "IC lltCd tu <OB111~C.t the ('-piiiY'I Dll .. lk IIIJ 
CJ~t!JII.I ltl hlloiU. Jlllr L~plll)'l u,c 01 ).lUll Otlilon o1 1U 1: 112\ 1111101 
[r.clltOIIt~b Puf•uecl Stoc.t l'>u• ~009 r t~ •• "hdun~• tb•• Pr1 tu r•d Stod. • • •• "b 
l'L~IIIIIIi111 Alilllllll 199~, oi11J IOUI ... ,., o >• ... llil"llll IIII'IL• UW ltiiO:ICal UIL._ 

tor UN qurttr. 

... 



lat.leat el.Jl"O•e JtOI the qcaH«t fllt.l }'t.'tl I<' dHt pi I &Odt .kcn•U4 .... , 
lYYO DY $1.) 811!1oo tad~~ a111aoo lutaJ tottt~'' cxptn•• e'r~BttG lor ''' 
)'•u·C.0·4•w ltt'i ,.uod wn S23 7 aailto.tt. <oepeud to ~:a 7 aslhOfl tot tile 
~UIIf'Uablf 1f96 .,etaud. Cat~Uelu•ll•lll uJ UI\Cf<n\ rc•hu.<r.S U"C'U.'al t:Ap.:NtC' ~)' 
14.9 81lhM ,.ll·lO·cUU Ul l99'; ~oeput>d to Sl ~ all:tol lll l9<ib 

·otMI. •c. • atprewau U1• nu bou .. "•lw ,. r ' .,,u uft .,, ,., o,. u t 1111 
softWift ~1• rttaftd dtraaa 1~q7 

aq.aty &D Itt lo•• ot aacooso1Jdltt.'d subSJ.ftar1•~ a; <reese~ by S7} a111•on 
tor tbt thrll Q'CIIIUt ara4 SU 6 alllto11 tor !lit )UI to deu .. t99': O\tr 1996 diM' 
to botlll t... e.actctnd cq.uty pott&Oil ettt ~bu~cd to 'b' c-pi\1)' uct 'ht uaucuc.f 
lOitel 1a tbt NIIICID \Clt.'co.IYDlCI\lOII ;OVt.'lt~nl ~l(flbr4 brlo• T\t 10SICl 
ere ••,.•~•~ fft enattaw fftr th1• ·~vttl~nf ~"' 1n! lhr tnt•••••~ I• fntn•• 

tM t.K ... ttl tltNht tor tht t!UUttl and ~us tu dtte toe 1YY':' 41ec:ruscd 
by S~ I a.t.ll•• ••d S!' ' •all aon ov<e t I Q9b Tll• • d/>' t u., ort nt ttd botre•u• 
eldiOtiJII \ .. 1tlt "••f4t of tbr Caa11•u~ · s louf! ~ tH Itt' UIJ h11t •t•••••d '" 
t-odt 199'1 aact l M6. 10 1996 tht C'oaptM u 11111111t> •I 1 u l"'u t 1 t s ,., 1a t r d to t ~ .. 
'•vorabll t•soletaoa os f••rd '""' .. '" ua•1ut ...... 

tle a•t lou tfphul~Jt to ('*iOn en 6 t~n t><av•• eltnt stu ttiiO lc14' u tor 
t!le qyuc.u ••4 aaM --••• eedltct S•pt••u JC. 19~- .,.,. h•P•t uun tlilot 
ca.paub.l.t 1990 ,_raodt dac to lbf.' tectou dfsttlbtd ahnvt> ta<l tile 1ncteuc tl'l 

rte1etled st.•dr. dava.acll l.D l99i Tb~ tnutur tn prt ll'r rc-d llo<L dt¥Jdttch of 
16.:; a11l.t.• fot tlilot qttltlf. 111<.1 SJ J ••drun 1<·1 tb• ntu aonlh p•IJo4 u the 
ataalt os &tae1•1 t•• Coe•11ttblt P1eltr1t~ Stoc~ ~~ 'Ptl. 1~9~ tnd tb• 
Il~benaetllle Pteterted Stock ao Au1ust 199':' 

tlt ('._,,.,.., fll'ftt• lu,. "P«'UI•o•u II•"" i~Htott( •• J ... pt~>••4ed pot.&tu• 
ca•ll flo- tr• opuC..t.•••· ,.,,11 .hu p•uv><ttd •Jf~attt l•~u•d•tt to ... , thC' 
O.ptny • t ape rtUocu 1 IHda. Bowt>ve 1. 1 he Coapa ::1' • s c. p 11 •I upornch uue' 1 nd. 
uoce the uaaaac;e o1 tlilot C011paa) ·' 1::' V :\ hn.cr '·••• • du.- ::'00~ < tbw ·senu>r 
Nut.c•·) 11 tl1• tl:'a.Ul4 lfiiiiJUt.'l wt 199-l. U> &Uit.'lt>l ~tl't.:l .. t lo••c t..uu • ._... • .,".-oJ 
wstb tlt ptoce•4• o~ dtbt end tqo,t> ,ec;uctt••~ 

Cash p10¥1ded 'Y OpefiUOJ IUlVJlltf •n f.l~ ~ a.ll.<'n Jot t!lt OIIM 80ftthl 
c-nckct Seln .. e..z ~0. 1997 ca.pute! to,.~ 0 adlaor. u. tile- Ulllapu•Hc- peuo4 ot 
1996. '11111 .-,rove-a\ u ... to tbt ult ot tabet tapocll• putaoll) othtl t>y 
detftlltd ,.ti•O¥•t·ytJf Optflll08 ftl~ll$ tJ\OCIIltO •11b tbt 1Aple ... ltat101 ol 
tht IWltCilltd .. f¥1CtJ .GJ1DI&I 

Cesll 'DitG .to &O"'IHUI tett'-H1f.'J tor t.bt oJn~ aooiiH U<ltJ :!ltpltabrr Jo. 
'"':' •-• ~11\A & atl)tna c.~•rt.f rn , .. I a•ll1o" ''" lllc- "'"~ .,.."'"' ••,._It 
~pte•lllotr JO. 1M6. The SI'ICIU ..,., dwt 1n puc co h•lhe: Uflltl •f"•dul! •ncl 
lftYti.,.D\ 11 tat *•ca·lwJ 10.1.111 ventlltc <.eplCtl \llfftdllll. f«"ltttd to Ue 
ot191as .r.CIII ol 1.11t C.O.pet)' · a tt> twoa.k 'aptr 1 •;. 1nr "• ·~d Sl ~"' ~ • 1 II 1 on to S20~ <;. 
a.t.ll.t.Oa fOI '" a.t.ae Math ea•d Sepuo ... " • )C. 1-.9~ hm4•lllt of 1 bc Cuelpany a 
1D¥tltaeA~ 11 t-. MitCI·Tt! J010l vtnlett ••' Sl · ~ •1:l1on duttn~ tht IJrst 
n~•• .. ac.IIIJ o~ 1997. •• aecttest oC SIS~ ••ll•or. o'~• th• co•p•••bl• 1996 
••a.uld. Eu••~ tvaub111 ac.:.uuy h- ~)!.- c ... ,. .... · • .. ,.,,v, ..klH tc· ... pp~~H w .. 
fttt-ot1 alpeaa.t.oa tadt4 dart.al thf.' 'lttt ••nt •ontb> o: 199~ •slh a 
>•••·o••r·~•r ttcfactaea ef Sll.i •all•on 

Celt. PIO"'.lad t.y tL11U1tCUIJ tctJVltiU uctustd tu Sl~l •; 11ll1oo forth 
•1rt.t IUle ••UII of &997 .. ttu• 1•1 l ••IIJo" In tl1t ""Pu•bl.,. p•o10d tn 
199d. lncr•••td tll41111l CIIIUf 1991 WU lilt ft'IUH ot iUtlnp: tilt Coepeoy a 
i II<M. Jneu~or C"-••tt thla ,referttt1 ~t .. d· d11t 71)07 ffht ·c..,...,,., ohlt Pteftffttl 

$to~~i .t.a Apt1l 1~7 ••d &ltvaaf tbc lac~•nJc:•blc Pt~f,trcd ~lo<k 1n A~~··' 
1~. "'' proceldl Of Jf' 1 atllJOO .rJt lt'tCIVl'd (Or lht IOft•Ctll,lt' Pttltttl'd 



• • ~\Oct •b1le lOt JlfOCIIf• O:l $211.J •ll1JOI WUE ICtCIVCd ICII thr E'diiSJIUbh 
Pr•f•u•d Stack DDue1 tk ec.,•u•lr praod 1n 1996, w• procnd1 ot $94 0 
•£lJ.t.D• .. II' IICI1¥td il- .I.I&IIDC.I' Oi .._.. U<'d. ln ....,,...,,laor. .. th the 
"-lilY" I UlltUJ Dlbht Oz:tlllt. Uld (OftU.U!CIII PI I"& II' DIU~r.t 10 t.eacnt 
l:l1tci.Ut Pnu011 Tun weuc .. acurr•d '" .Toal 19<;6 

,. 



Soruc.•• oi C1sta 

At of S.pt....,, 10. 1991. t.h• C011pao~ !ltd •fPI<-tlatuly 12U 0 ••!lsoa &1'1 

'ltL. n. C::.C.,II) l&,.eh Uatt Ua I" 1a11 ~ •uua .c' ut ~ ... t. '""'' lin: 11e•t •woe: he 
IIOD\Ias wall M Ul~ oo ltnd. cull tcnuttt'd h orcrHaoM tilt protuch 1~ uy. 
1.r011 oitet.\lla• ot dtbt aa4/ot eqll.t.t.)" ••cuot1et.. til• Propo,•d Cndtt Faulu·' 
(II._,,,. dtStaed). tM N1PC Eqaap~ent PtC&lllf ••~ htrear dttlntd!. edd&t&onel 
~•o4Dt ta4 .. lktal CIP&tll faeaocso, t~t ea.plnf at} itt~ and tht antJc.&pattd 
~to•••4• •f fa .. , ••1••· 

1\e ea..··~ .. ••11116 &D ~liCOIJlORJ With fOttnt;ll l~OdtiS ftJttdJII I 
lCVolvaaa oredit la•ilaty (t~c ·rropoacd Crcdlt r.,.l,ty" I UDUCI wbach 't ttck• 
tO bOtJOW wp to I C.ltiLD ptrCIOll!t ot tllJ&blt lt,OUDti ICCCitlblt AJt·OO~~ 
the f~ta& •••ila~i)tty ft8._, fht P•a~•td (rcdot Fa~•l•ty .nold ~··~ f•na ,, .. 
to t.,.. UC.OldiiJ L0 tM IJIII,U4' UIOeOt Oi 4'l'Jllbl' H<.oun~~ U'tlvabl' t~e 
CO.piOJ lft1Clpltll t•lt tbf l1G6tf WOild utpOIC I !&.11 on bOti~WlnJl ~del lftt 
he1hty n..tr• ttl M 80 auot•IIC't' tbat thfo Cctartn) •11 l ohtun and1 1 

lt~illty. Ia 1•17 1991, t~4' Co.pauy 4'at~'~d snto • •e~v•e~ ~iu•~nl f,n••~••l 
1a~i11tY Y1t• HTrC Cap&t.al Cotpoaataoa. •• •tJ&llltt o: ~~tlb~r~ TeJecoo Inc • 
to pto•s~ ., to Ill ••ll&oa lA tsaaactnJ PtOYlotd th~ r~env ... ,, c.,,., • 
.l111aiM'111 .... ~ •• tlt4t C::.C.,eM)' IAji'C'-L• '-«~ llvuu• •J·ycu•l••ttc !y ,;;:s ••lhuu •ulkr 
tlt1a IJIIt .. at il lM 1oattb qoarttr 11 tonnc~t&~n •ath tkc pur~h••t ot ctrtaan 
eqa&paeat tor ••• aa att 11twork. 

Ia Ftbtear~ 1997 • .._ CO.,aay and • ''rrrtr entered 1nto • (Oattl't ··Ill 
~rte .. at") ,.raeeat te ••a.o~ t~ ,.,,,., .,,, pur,h••• •• ••a•l•••abl• ftJht to 
111t c·nw·) ........ ··- ChCtiO to I.D5 Antelu ((~(' TllttaflO UH 1\tl~clu hbu 
~llt") wtucb. follcwll' pedontnce by tht' Coap•r.Y cd 1t\ obll&,taons tMrtundu 
to tb' ett1af1ctaoa ot 11eb ••rrscr. ••ll rctolr 1n pro,,cds to the CO.paly of 
•pprOl~t•l? lti.9 ~11AOD. ~~ CO.paay ••• tltead) lt"xve6 ,.! 'IUlJaon ,,._ 
thtr. CfUif.Cf .. ••ttl tha heler.f:t tl~'ttd tn ht p••d •n lhll' f>•U I)IUfftt C"llf I<KII. 
Ia FtbJDtty 199?, t•• eo.,ea1 eotered lPto • contra'' ••tb ••cth'r '•rt&er 
parsaaat ~o ••te• tb1 cerr~r w1ll por~hest en rndtJtltl~!c ra•n• to a1t llbtts 
fto. Loa Aat•l•• to~- York (t8to ·~w ~ork·Lna An~elrr Ft~t S•Jto•) w~ar• 
cat~tl•a \M C•paa)· to nee•••. tol101r.ti'IJ pufo•••a~e by the Co•v•ny o1 •h 

Obl1Jil1011 t .. ttaa._t lO \bt ''l&stactaot oJ •o<h ~•rratt. epprcla••tcly Sl!l 0 
•allloa. Ast .. 11f t~lt ~· ••teo•k txp•nalon pro~tt4t •<cordtnJ to tcht~i•. 
llaH •-•t. •ill.,... W. 11 Jauuur 199' lt• O"vh:1 1997. the .. unu 'lcuc..l '" 
cption to PlY tb'a •~ot OYtl • P«ttod of up to t1,htccn .oothJ Tbc ~~p•n~ 
has coat1aaed to ••••r La\O DrU tfr•• ... nta ••th <attltta for vtt)&O' •aoGatl 
Yltb llbltiDtltlly •~1l1r provasaoes •• thr 1wo adtnt:1xtd ebo•t !nttJlll &nto 
tbest ntU lftee .. at• al~' lM Co.paoy to boalj at~ ott•ork tt 1 rtdoced coat 
~t Nle. 

I1 Jaly 199i. l~t CO.paa~ aanounc~d •art'4'aent~ w1th PS1Net Jnt (·PsiNtt") 
Va~t tbc t.craa e1 t~c PS~t •a•cc.cntt. alter <O~)u .. otJon of the \renaacl>on. 
t•c Coapaay wall pro•A._ PSIN*t eatb •• aedrrra.lblt 11~h: to u~t 10.000 aal's 
~far .•• ·~··~144t~r. Ctraccty ftft t1• N.fwntl n•rr • ~0 yr•t rrriC"IId In ~-,~·~pr 
tor 10, (pott•AIJDtl$4; o1 rSJNtt 'oa.DQ ttu'~ Jn •ddttlon. r1 1h~ Vt1VC of the 
rs~t coaaoa lt¢cl tlcea•ed by tbt ~peoy as ItS$ th1n ~~4U a1Jiton at the 
tarlatr o1 oa• ~••r tftet t•r 1lDil drlavrry o1 cht trentalat>on ~•p•t•1Y 
(a~be4t!.4 lot lttt·1999) 01 1011 ,c•cs aft'' '1e1.n~. PSI~t ••ll ,.,. the 
eo.,aDJ ctab 01, at PS~t's optaoa. ~lJ•cr adJ1t1ona! PS~tt c~o tlOck to 
br1a1 tbe vel .. of tbt CO.p1ay'a ao•••t .. at to ~'~0 a&!l&on lpor dll•••t~ or 
Utc UtN~1••.&v" c.;arec.;H•T w PSO...t, L~c Cur•w•t•t ., U al~v tc~c••c • aa.&tHcuut .. c 
11t wb1cb. •~•• ell tot capac1t1 ba• bttft dtltvt,cd. ••ll be •PPfOla .. tcl~ Sll 5 
a.allaoa pet ~•tr. 1\e Co.pt•Y ••~ett to conaa.aat• tht trtnaectaont 
coo•••plate4 bJ tlt PSXNtt lllti .. Dts apoa t•c ~•tas1t(tJon ol ccrtaan 
(0041t&oes. tactDda•J reeeapt of 19Pto•a1 ot PS1~t stock•oletr~ Tbrrc can be 
ftO •u•ta•c.a Cla.U IStb COiciHSCIIU •all be Ulatt1•d or tt .. t th~ f>Sl"'•t 
tltftiiCtlOft wal& be COII.-.a\•4 

J\c trccccl1al 1orwar4·110k•el •~alc•cnt• rc~•r4•n~ t~c Ccapeny·a aourcc• of 
cesta are btae4 01 ctt\t£8 .raaaaptlon' •• :o futoJc ev~nt• aany ~• •bach 11t not 

_j 



• it bin llll• Clllpt•)' · ' c•uol t.ror urn lu: to u t h• t cou 1 d • d"er rel )' • U• n tbE 
ra.ta•y ' s l~ilaty te ., .. ,,,. e11~ 11 dt1cusaed lbo\e ,nc lud• ( •) .. 1.,. or 
COil 09Wl lUI WI Cta fll .. r.' to tbl OC ,_, .. Cllplll \lOR, ( ' ') de l17 \ by tile 
CO.,Iay · s ooctr&ctorl ••d Ptrlatl& an cos\ · ''"'aa err••••••nts 1n taJrtJJLa• 
, .. .., ob.hJI\1-•; (&&&) .. lays or hiller tlun . upuu<ll co"' .n OtltiU .. I 
lliS.h · \ll · •• .r; ( i'") •z-7 • J.l Ll•or ~~It'( H.ft l o1 the 1 uu l c > o I lhor uoc uua._ 
I&PIDilC. ac•edcal•• for c.-p let. aeon '" I ?9". · "J • n '"' b 1 J : tv bv t bt a.p,, v lo 
COI\11\11 \0 i.•cr1111 t.ll~iU 08 JU l .. o\clled hll100f .. . 1 11 pii iiCUI II , t11J:htr 
•tr11n Ulf.Uc; (Yi.) II lllbUlt) b) Ut CO.plh f I U \llHC ·.hil t pr oY ldt ICPIU 

Sor .a.ts ••.a.t&~4 ,,,.,,., 



l:a••ntt& on • c;oat•tfftC.tl"C b••~s t w~lvd•nl ttu• i''o"•uon <>~ bdl•AI 
lDtor•etiOa aa •• accarltt aad ll~Jy aanac11 lot vola~• tbtt at All aot 
pn,·~oo•llY .ba•dltd, (vu) ttl• lou of o"• or •on htll• cau~u. <••u) en 
, .. •lal~ot.y w w~••••• tAt"Uata, ( u l o.k~•«•u• '" 1h" r, • .,.,,, ·, ut•• c;avt•d t.y 
co.pet,•a•e pr••••r••· a.o., otbtr uo~ao-a te,tor5 and I;) tn •~•b•l1ty to 
•o,c•••fally co.rl•'• tbt Chtcas~·Lo• ADg•l•' F.~., S•l• or t~ ~- ~otk·Lo• 
ABJcles P1btt Sele. lbt 1b1l1ty ct the Gc•paoy t~ •opplc !nt ce'b tbroalb 
tuaocaaa act1vauu u nbJtct to tht abdlty oS th ((IIJIItl"' to hod •ulh.ol 
boytrs of dtbt oa tqDit)' lOitr.-.nt• oa ttnas •~<•ptebl• 10 t~ CoapeOJ, earket 
('01td1UGIU ll'"'rtll)', ltld. With IUptc:.t to d!.'bt IDHIQ.tAtS, t.be COIIptl)'. I 
tbahtJ t.o oe. ...... c aay requttd c('nscnu ft(ll th..- Coapuy·s uut1a1 !loedlloldtu 

lllt C..piD)' lltiClpHtl \)lc foJ1o•liiJii lllC' tur 1t l l•ul•bJc u•tl· ( 1) th&' 
11et.-or1 hCMt aoct optiODH e&puuon a11t1 othtr ~•patti "'P""h'"''"' ( 11C.h4aaf 
tho•~ u•ht•4 to tilt PSINtt trene4Hilu•J. 11U .t~hr , ... ,.,,.,., {uaJ ,.,.,.,. 
F•yaen t 1, (.a Y) fand.&ll .&t.& J o&nt """ t•u" '" !AI.' .. u o an .J I • J •u • ~ •ns c.ap.1. H 1. 

r •• c .. , •• f ·~,,~.l. .. tll 199~ capattl ... ,.,.~~.t~··· .,:1 be •ppro•~•t•1y 
s•oo .,u~~l. ul. •lu~~ SlOl.' •llhvtl liu l.t-cu ···a:ul lbJvull• St:!IIC'•IIt-t )0. J997 
The 1991 ptotecttd .&peadaaa levtl enc.oapaasea tb• eddltlOD of e~dlll~al tabrr 
roat• ••l•a. 11 9ell •• ••twork op~ttd.c aftd cape<aty •~p•na1oft c~ tilt •111t&ol 
h!Mt to.t.e. Tbe prtct41liJ toiWUd·loohntt uuecwnt ttJCUdUif up1 ul 
expend1tUtli 'or 1997 are based ~n 'tf111D •ssu•rt•ons a\ to totore e•eat•. atD1 
cl •b•~~ ••• .at .... , llt Co.p~o)''l ~onttol Iaror''"' t•ctoss •!11~b coald 
so,tea•e or .. cteaae tae •.ownt ct tht c.rp1t•l eart~datust• 1nc.lodt c.oaatrvttJOD 
Mhys or coallnctsOG cost ovettuDL drUYt or 11111t.cr Uun uputrd c.ous u 
ebt.ca"'•l r&Jbta·O~· ... J, or ctlaotc• an the •cope o1 tbt nct•or& capeaa.ae tad 
.aaucueCI Maan.h tot upt u t y b) the t a.parn s c UH(lau s Tile C'cttptoy upec u 
t" cnnttftlt t~ ••kt enh•t•fttaal c•r•t•l ~!~~~''"'~' rln•••2 thP •~•••nAir nf 
199~ tid tbtfltfttt. llle CaapiD)' CDif~atl~ lltl,lpttC' lhlt 1994 Ctpatll 
r•pendltar•• •&ll 1M 11 t•• ald·)40o a1111on r•n•'-' lht ~pany szeqatlll~ 
••v11~1 ate tit~•••• of ttp•ttl tlptnd11Qt~• ~f•D•~ ol •be t•p•d Jro.t.b of thr 
C..pany· • t..uturn tlld bruut« t.be la•'t>. ou 1u•~ll. t>ct'lrod. ei.,<~Auoa H s•bJCU 
to chtiJ&I 11 t~lQJ. 4eS!J". route and c•p•<•tt. end •at1an'"' lro. eapected 
COlt I. 

l'lle eo.paay 11 ti4V&ted to aekt !ftttltSI P•)atr.t~ an the IICGOl 01 S)S 0 
•&ll.~oon oa t~• Seoaor Not•• ••ch Y••r Th• Co•P•"Y'• ElrTD~ '' carr•n\ly 
aoaaUHttat. to co.er , .. ,._. 4tbt '"'""" aqotttaetlu AI l'lo'teabcr 1. 199". t,... 
IJJitJatc h<aal~tholl prt1trtnc:t ot tht Cot~ptt•)" s lilt. !unJos Sesaes 3 C•ahll'~'t 
lled••••bl• Pt•f•ut4 Stoct. (tM ·s.ru• 3 f'r•1erul1 Stock" 1 "'' tpproa....,.teh 
$. 7 1Ulhoa, llltlDCI"II ICCIQte! .rl4 OftpU<! dJ·tadc:r:d~. t:te: J:tlrlOjl &'tftet tO tiM 
COD)U .. ttlOD ot tbt CO.,tey·, of~tf to cxcha~f~ shar~~ ot !lJ c~o" at~L tor 
ell 01 ata OlttUOdaaa ttiHCt oa Suu:f 3 l't<l,fl<d Stt~d. Stch chvadcadl aura~ 
at ttl •t~ca•l rate of 10\ •bisect ~~~ tht l1qu1dtt•~n p•tf4.'1tn'c' plua .aotert$\ 
'nit f'.ner••Y t" 1 I an ''fJ"' ••" (tHtrt '" c.• "' •n I •••aA c.• tc:.a1111anc~•> •~ r-ov 
qoettctl)' , •• ~ d••l~··· •n tb. Con,crtlblc rrcfctrcd $to~~ ·It •o •afttl1 ,.,. 
t'l ": l/~1 CMP.lll11~ wtt.O Ul&' dl'Vldtnd p••~ol ttQIIJit<l hl b~ a•oc 011 Jt111~ JU, 
l999 ( puor to UJC'b h..,. 1M'" 4•v HN·tuh ••" •• u., l."oapaay · • op 11011 b.~- pud lft 
<an 01 add.&t.&04tl t!luea ol Con ... , t•ld«' l't«fc• red Sto,t.J l'ay•cnt ot c;ad 
d1¥Jdtads OD tbt St1111 3 Ptt1Ctled Stock t•c: Crn•ctt1bl~ Pte1tlttd Stock aad 
t~• Exchae,.eblt Pttltrre4 Stock l\ not cera•ntl) po •••tit <I •nd•• tilt ,,,., ol 
tin: .liiMia.CIIc (!.lie 'ltt.,lHUf«'•) lut th~ Scu1u1 l'<l·tc> un11: .. c:n•lU llueu~ul 
(Ottdltlona ,,..,. HID •t Mcht&cnaUy "d' ch 11dt~d~ C".uno: b!.' pu4 OD tb. 
Coa\ettabl• P••••rr•d S~ck ant&J Ill curran: ao4 accr••<l <I•~•O.odt ~••• ~·• 
Ftld .aa casb oa tbt Stta•• S PttSttled ~toe~ DQ11n~ 5&'plt8b!.'t 1~97. ''' CO.,tD1 
•••••4 1 •. 4S1 ad4lttoael t'-t•• ~1 Con•tttlb!e Pt!.'fctt!.'d Stoc~ &O attlaftctaoo 
cf .11U da•1dt1d ••~ureMaU Du '"I Sopte•b•r 1c;.9 ... th <'(llptllf ecuaed s .. ~ 
asll10a of 11·k1o~ •avsdeada tt!tt1n1 10 the ~a,nan~~•bl«' PrtJC'ttcd Stock 

I• Oc\o~l l9?~. t~ Co.ptD) fora'd • JOint vcntorc ••t• TclcDOI AS, t)l~ 
i"'t ... IUft Dlt.&OIIIl ttltplbOM Cctaflll). to JlrO'/ldt tf ltco-aAJ<Ill~n lll'f1C:&'a lO 



• • uruus 1ad NMlhu a. 1ua• l!uop.tll ~oontrHt Thr Joant ••atan •all be 
~ed ~ ,.rr.etl by ••• C-.peay, .0 p+rr••• by Ttltonr Glob1l S••••t•a AS 11~ 
20 pcrtiDI br CltiAOI &.1oart11 CO..un,~•••o•• rcr~••t•o•. • U ~ b111d 
tCI1~81CitlOU '-IG'!" U WIIICb flfilfhOI o•n; I L0/1\IO.liliJ l"nUIItlt IJadotr 
tbe Ut•• o~ tbt •J•••-••· the ('~p1n~ ••11 b••• r•o '"''''on tbt 10111 
~IUlllll'• laNUJ. AJL .. Uiab L.be C.,.lo'IIIY •eiiiU< IL•~Iolil:l~ l''"'h•l Ill• Llpllll 1.1111 

"' 
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e.i.U be u•u•4 \a ..... ple .. at tile Tch•o• JU&IIt •c11•u•~ . • c nt•••u• thu Llle 
t••h•t oJ 10 .,.,h• •&U be l'llSllUCit tor tbe rr••t•,_: o 1 1'1"' r uut I 'hi 

n.~··~ J,a &•4il.a.J.till71"''U&;ll'•lWI!III Lloc Ot- •"l "'~C'III ll 0 !<11111 
dithiC:I 11\'IIIDrk 1.0 lllllt 1S tliiC ltJtc~GIII(IliOII> b O\IUSJ Ill 14f)I'O b• 
M.rce -Tel I.A. '- C.V. (·~rce -Tel-) ~ Coepen) ·~d• •••· tv own• ~4 S' ot 
Mlrei-Tel ~rot .. lll .... ,a,sp ct )0\ ol Pro~rets lntrrn•t•onal L!£ I 'Pro~rcls 
lattroltlODtl·) • .-i~ ~~ ·~ c1 Mlr'• Tel Tbr rra• :nlli ,,. ~~ ~''' Tel •• 
..... lily • -.•&••• &ldl•.a.4aal ••d Fo.eeto Rad.o b••p . ~ A de < \ Tb• otlle1 ~' 
el Proareu 18\118• .oaal u ~•d l>y Wut-1 Inu r:a 11one •. In' l''lcuel' 1 

PrOJtCU 11ttrtth••l lt.u ftOHckd til th~ up • •• J '"lu" e froe ~'u Td 
tt!Ut .. ldltt 11 or•r 'o H•••c• lluu Tr : Til~ c·u•l'•n• U (l -uri llau •&rt'e el 
tft jcuell!' C4Mit.tttlcnt , _,,. t.n Ptnf't''' let.t •nat ,,,., I 1· •- ' "'"r""" tro 
... , ..... , .JO. lft'7, ~~ Ctlpe17 tlu ptoudcd appoou•••~l· S:~ ll ••il••n ol liN 
llO . 1 8lU 1011 coau alii•Ued or &o•tL•CS to troau u In • c r '" t1 oru I )c;b ~ uo t tu Jy 111 
ot r-.. taect1a1 af ,, .. , ... ltt .. raal JOIIII lou b•• a ron 1 1 ''"' 1r 4 • o Jo4a rr • J, : Tllor 
C.,aa1 U Uf.O&a.u:.a .. .all lliiiU ot \IK r JC)IliC s ~ I :11c lA II. ,,,. I h sUS oil ! •nc 
••t• 1&1 pro rate 1~111 of, .. c~RtrJb•tsons to ~'a' '~'' : n t crnaloor.aJ 

IU llluwall .,.._ C.....••Y "'''""l ......... u:: y pte: .. 11 .. L •"• ... ..,,. al tlo4 1 ... 11 '­
•eq~~ued to UIPl-•t tlltl lluct ·T•l buuncu pl.r. . '' csc ••a :u thu •• '"''''••1 SSO.O aall1 .. 11•• pe111bly tt~n•l•,•n t l } eo•• · •oil ~· t•q••••d b y 
lllni · T•l .It• ita uo,a;ae&clus diHJIIIt tilt u••• n(lt r o! ,,..,, enl 1·~~~ Ttlt 
C:C.,aay ud •tL•.l ••"• ,.naed rad "' l'.ont• nu 111 1 lto pur aur " J I' ~5 equ 1 • v 
aaterlt\1 ,.. Pletr••• l•llflllaoeel to Oftl or •o•• t h >rd pa •~ ••• •fto l'.oal• 
111&11. Pro1nu J•t•r••ue .. l •attl the tuedu,~: o l ..,.. ,u l r l t!ooot ... rr . tbc rt' ,.,. 
~ 10 aaa11a•c. t~tt ••7 aeclil f•DdlnJ _,1 . bt tJalla hlc aa selJ•llttor~ tera& or 
ll all . Tlc C:.....tt, .11 .. UCitl:f, end eey ICDIIn, Ut p11•er . "''"Itt 0 1 hnd1 
IYUllllk 10 Pr .. reu Ia1.11taUotJl l o r uv4:staeu ' " •uu trl !>111n tht 
- ·~· •(I 1111.11111., nf tfle r..,.,..,., 1 fttf 'il-' I~ I f., l>rnyn <' In °,., .,., 1 nu 1 a 'If Ill 
be ft'Opor ta"ll to •II• u r••pc 1'. t uc I'. I p 11 ol 'on 1 "bq 11 an • t kc Cc-ap& ny · a 
petc•nlllff .,....,. .. ,. os l'rotucu JntUIIIIIontl. and lllttr:orc '" &ndlttCt 
O...J'& .. .lp .utter••• a•••ce -T•l. coodd •n•••••" .t ''<on ' '"""' te> e.ellr 
ecW.o~t,.ooel cep.a.&el ~h.atretaoat •.hall .,, not ••t<.l•c d ~~~ Y•r.tcl the ludcntuc 
c-tue& uJ•stualt hauahont on tilt atou•t the Co•p•n • ••' IDVfH ~n 
ProJr••• ltllflaltlotll ••• ot&.r oo" · DIJOTJt • o~n•d rnt1 t ' ' ' W•l'' lt! h•• 
• .,luyoro.l •Ill•• ••aa.,.;"&•l Jelllo:l • ell II •• •ull> . "''~ • • ·•• • J,(, .. , uJI''" •~ tc l aul..tua 
l*uco ' J t~rte ••JDr CltUI : 11n1CO C J I\. l*>atcrlf: V end :on d•h t UI !. -•lk 
llll1J'COIWIC1.l011 \0 IM C..p11y ' 1 l! S llt•nrl U 11• hutdal CI <J,Illf ~ a t 
l•,moae i ~Allea . lalet ·Tt J ••• entere d tn:o a t~rn kc , co t ct a cl • •t~ 1 •• •or 
&•tllftll! ... l ltfPlael Of ~liCO..Dna, t \ 1 011\ ·~~apacn l tn : e port1o~ D1 t)aa 
lbllald \lilt\ ••-••• tor aetetJa ~•,.clor IIUhtlnJI l o1 lh ••t" • P-•r. l afld iah1 
IP•Ubuea •• MU u 1 puuort of the coounct~t•n •o•~ :he ( ~ran) uuup1Coro 
tilt t lCa ICI-Te J It)' M able to 011111 r. • d41 : IOU l I und1 nJ 1 b ICliJh 10~ 'oab 1 na t 10n 
ft1 IIIC tollotrs•a: ( •> e1hrul• ct clc:bo "' c:q•, t ·· .. ,,.,.,,, >. 1 "1 ouu, 
18CGIIIIICII Of ab&.; (Ul .' jDUl Ytntua tlltn.Jt'Dt' rt\1 "'IU IIIHJ .. llti.S, and 
(tv) a41111 t tMa1 , ... .,, f • lllrtt. '"t n f •'l" • J"'tCn • f''" < "• '" • • '" • '*I I y. ~nc h '"'"cor • 
l!f t.apnal l.r..l&.tl)' ••ll -~ be •dorq•Hc to llocct 1~-~ r>UdJ a! 14•Ha · 1t1. 1114 t.h 
l:aapear aaUcapatos '-'1t . ant1J toc:t. 'ou•~•' .,, et1t •l'lel r to ornat'lt Mltca let to 
CDaf&oer 10 , ••••• U& bul&llell tlu. 11 IIIV t., "'"' .. '~ fu: I'IC•,teU 

JatiiQt t&eAtl '1.0 to tel IM •1101 t h ll hr ( ._.pa oo, " '"" utd, J., • .:l 1 u "'"', n•• •o 
1a•lll Pr .. rtu bteuoho.aJ... ~vrr . d thr ( oa r.n' don '"' : l 11~d Pro,reu 
Jturoataeu1. 11 1f P•otr•u lllteuat .otu l 6"• · no• hnd Aile;" Tori'• ••rd• . the 
c.., ... ,.. uL••••L •• ,,.,, ...... lll l~llta llv~· l . .. .: <L u > 11 • U\!IIC~ l Uflorrr•l Ill 

Mar••·l•l. ••1 bt dJ,eted or lo11 cntJ it l• ~r. ''' ~' •n<r ''" bor '' ' '" tbe t 
tdfqa•'• t .. IIISII •~•toree -all bt 1 v1oltbl• f roa ~~o~• ••• : nternlt&on•l 01 Jr .. 
Uoud perues 'o Ulfll .. tn ... ,et · hl s bvtJntu par o•. , , ••ple.,lltcd. l lle: 
••cb lbii&IIIJI plaa •ill be atc~c••toJ 

r•· tor•ar4·1~ •• 1\et..-nt' S~l Jortb ·~~v~ •lth fl'ipcct '3 t~t t•ndinJ 
,.f -'larca.Tei a~t.i tile sact.•••fnl ,,.rl~''"" """ nrrro11nn nf lilatto> Tel'• f,._, 
"'tiC.,.., •• UI.IUIO •rc b1ac.1 ftll Cllt4on OltC>•J'IJetnl II to (otut< (9Cfttl 
Japonatt hHOfl t111t. UJildan•cHth aft .. , · ""'" h ., 11• 1111\ to ulu••c th• 



ceaalt• d1acatttd •~• aacla4t tbet It} thtre •1lJ bt ao .,,n,!aceat 4tleya or 
roef D•ltrr•• wada '""''' to Uut DttWoJIJ. ••penuon. I H) thf' f.'01pu:y' • 
rootca~tora ••d ~,,, .. ,, &A ~oat·••''"~ ''''''ee.nt• a,lJ pt'io1a the'' 
Otlhaata.Oa&; {U.l) Ul.t.I·OS·'I'( -~~~ bt ObtllM1 ID t t1at1Y. COit·tUICt:ve 
ttaau, {a•) llile 101\11 of Uu• au•orlt '"P•nuon u• •uiHttnltall) , .... l•t•d oa 
I(.;IIIJ .. lw, ('t J ...... • f•l (.;lit IIIII."W •• lully Uptlt\~ It> •" H d1t' <J >t' I • hW• WHIII' U 

oe • c•tt •U•cta•• ._,.. { uclacbn~ tilt pco''lll C"n or b 1 L 1111 1 n lora• t 10n an •n 
ICCitltlt ead t.&Mly •••t) fot "ol,..., tllet Jt tlu nnt prcovootnl)' btndl•lt. tttd 
(U) 1ICa rca· Tel caD 

l" 



Clblt~D aaff~~'a11t t1..ra fr- the dtb t v• ~qu.t ~ •· lie • Ull' 1 o ont n n tD 11t 

err•••• .. ltl , ltco••ta , aCG&tlODIJ \tftdor Jihln''"~ · 01 o t bc i 'I \ C' 

I'll C..., ear 111.1 & r••••-• &U 1o1tw1 u Jor h 1 1 ~000 roo I t tllcl 1• 
CO.JI.Cll .. WilL. t•ll IIY1 .. , t~~ eo.ptay bll deiC t i i i!C d t bl : Ill t~fftnl 
aoftWIII 11 eit._r Yeer 2000 co.rlatDt . 0 1 t•ere era pJ OJC Gt t pliDncd t o r• t •ar 
•PI''" or re,lece tlll.e l&lll&IIJ 10tt•••• ,raor •~ 1000 T\• pro,.~t•d coo t s 
e&aotan•• wulll. t Yeu !000 e•plaen~c por t •on ol au ' h YpJt radu !lave ItCH yr 1 

"'II lMit.U.i.ed. ben••• ,._~ 1n pur ol • IC'nclll s.ptc• qpfudl ln 
ICNicSI,... •atilt. tile ... '1••1 ha.c1l1t~ For" of t he Ftnon~uJ AccoantanJ 
:!IILUdUcSI Iiiiard, ILIIII C.IU IIUOUHtd •ut- UP,ItO Jn~ 01 n v na n 11 lht ca.pany S 
•nft- re ~n lw Ye1r 2nft0 c,_pl ttnl •• l l ht rf'c:n•<~rtl •• •n c•rr.n <f' "' I~. rcr ' " 11 
UILIIer tlll.11 411plllh&l•. TIM C-rall) nrr~ntly cH t ll t ct t h1 t til~ <Oota 
IIIOC:Ule41JW&tlll IICIII.IU• piOJICU Wlll not be IHU!I I t o J ( J opcflt118 

••••Itt 
rtDil . ~ITATI"E NO ~ITATl\'E Dlsc:tOSlRE~ \IKX""; ~Wtt:H RJS);S 
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Jl"DD 1 . J..BML PIIOCDDDGS 

0. April 4, 1997 Tll·CIItt6l eo..~nacat&on •• In' 1"7el t~~traJ·} 11l~d 1 
c-rla.uu. tJI&IU tXC z.-, D1th11ce, lac . oa• oi th .. Cocapen·,· a •obuduue&. lD 
Ult Uluu4 SU\11 J)sur~c;t Coart lD tilt ~srun Dastsu t ot llh. >t•ur 1, ttur tile 
eo.,aoy tt~iaatld ••r•ac. t• Ttl·Ctnlttl tor ta1l~re to pav tor tr•vsctl 0. 
M.y 23, 1997, t.f C.atttl tal• a ~olantar~ Cbap,tr II pat1t1on 111 ~•ftkrap•cy 
1llit Tel-Ctaud eet•..,. '"' Ul)'td u • r&>solt ot tbt Jrl c-entral • Chaptu 11 
baaltaptcy ptoc.ediR• 18tll Aaaast 199~. wbrn Tel rcnt1al d&sDa,srd tbc l(taoft 
eaaaaat IIC ~~ ~steaec. lac. 

,: ,,. ···- .... '·- ttle r.-r•fiY , ' I fiVe\ Jv .. l' I" '",.ntH I#' t .. I r rnu:tltUtf'l 
1111~11 &I t•• o•diiiiJ CODitl o' baa1aest. ~oat of wh1ch art c~~crcd ~y 
aasereaot la tb~ Of1D1GD OJ tbt ~paay· s aena~r•rnt. noar os lh~ 'lluas 
a•let&IJ to taeb proceedaaJI •all b•vr • att#r&•l ~ft#<t no rh# 11DIArtal 
coa4&'«.4GD 01 ••t•lh ot opuetaoas of tiM' Cottp•tt> 

l'l'EM 2 . OWIGI!S JH S&CUtn II'S 

0. Aapst 20. ltr.. tile (CIIreo>· 1UIItd end sold 300.000 r.hu~s ot tbt 
Eac:lleaa•afll• P.re,•rr•cl St.oc.t ae • puvat• p1tc•lltflt at a potcha ,. P'•~• of 
Sl.OOO pet •-•,. to uuee auul puc:ht.cu •no sobnquuu·, !.old tbtt llur~u to 
"qo•litie4 aaat.i18tlaae1 ~ayera· <•• drfaord 1n the St(Uilt&ts ~<t o1 1933. •• 
...... ~ (t~ *A4t*). D1Vl .. 141 Oft tilt lac~tnJeabl• ~rcterrtd Sto'k IGtfoe ,, .. 
Ult ••• o1 Ullltftct tact ue ptylblt qullC'f ly 111 tftUIS on k'!Houy l:S ... ., 
15. Ala•at lS aad Ho...._t lS of eec:b year laac~ a ·o1•1d.nd fa1etot Date•). at 
• ret.c pet aanaa of 12 II!• o~ t~c: Jaqetdftlon p•ct4r~n~c oi 11.000 p~, •'ere. 
Dlv&dtl41 Plrlbll oe 01 pr&or to febrotry 15. lOOt lay br pa&d. at tbct ~·)· ~ 
f"rHM, •• Callh f"r hy the t~unallcc ttl •tttio' ottn•l 'Ill• rt• of Frclu"tt•hlc 
r.,,.,,.d St•c.k (iac:la4&aa 1••~taoaal sbatCJI h••·n~ a• .,,,.,.tc llqQtdellOI 
rretereace aQael to tile •~•t o2 t.ach da•t~nd> Un any schcou!td Vav,dtad 
le,aeat n.••· 1~ Co.peay .. ,. at 111 op1,on ~tcbaa1• all. but aol 1••• taea 
all. oi t•ot abuota of bcollaal••bl• Pu~c••cd Sto,._ tbtA oeuunJau~ to, tlc 
ec., •• , .• ll u n SllborcSaaeted Eaclltnlt DorwAturu Dot ::ooc,~ . tbt .EHbaDJt 
Dorbeat.•t•a·) The ExcaeaJ• Dorbtature$ ••11 b~ar tnltlttt •t • •~•• ot ll 1/1~ 
•'OJ'* au••· i'•1•11le •••uu111ally ~u f"IIJUII7 I J "".I ""~''n' 13 ul «:e~.t. ycu 

Ile riJtlttet&oa tatllta esraa .. nt ent•r•d anto b•tween the Coapeay aad .~ 
&Dltlal parcaestaa ot tbt Excbaa~eablt Prt1~:rrJ ~to'~ rcqu1tt~ tbat t•e CGapiDf 
j1lt •• alcbaDJ• oftet ••Jastrattoa atetr••nt !the 'E~'haoac C1fcr R~a~attet1oa 
~Ute .. at.") Y.ltll till S.C81U4el IDeS UChll81 (O-lUlOfl ( thl •c-uuoa•_, for 
the be .. l1t ot tile bol .. ra of tftt EachtDJteblt Prctcrrtd Stock. 11th respect to 
e rea1a~ted offer<"'- ·aetllttJtd ucbaaJt C11cr·l to c:thanat tbt 
Iac~eaaoelllc Prc~crrcd Stick. 01 ,t the Eachan~<abl' Pt,f(ttcd Stock Ott •cc• 
~ltf:.heap.S lot EultnJe Dr-.atarca. tilt Eunu,r bot bent"" 1. lo1 • at• aer&ea of 
fwch•~l••~l• P~efetrl~ Stnc:k ~r "•• ~a(ftafttt r.hrntnrr•. a< •hr ,.,~ ••y ~. nf 
tbe ca.p.ay. la41r c•ttaaa S41dttao••· the Coaptfty •• teqgorcd tr f1lc • ,._11 
1Cllltllt1oe at•te .. at QO•craDJ 1~11111 ot tftt e~~~•n2ttD1c rrtttrltd ~tock or 
b~hGJI' JllobtOUU(>J. U t)• Cllf' ••Y boP Tlllf' f.o•rtl'l\ Ll#'d Ill• hriiUIJI~ Oftt't 
llttJHttat'oa SU&eetJlt •nb Uw COMUHOII 01) o~tUIJ~l J. !~':' If b) Jaoolt7 19. 
199,, '" lleuatere4 Eu:btctJt OUtt has not hen (Otl~>o-••rd. •ndloo • lbtU 
tiJl•ttet~oe •t•t• .. at bet aot t>or•n dtclt••d eltt,ttvt •••~ tt~pcct to \ht 
lA..:lla~tl••"lrr Plrr.&•u•..S Suu,i... •Jiolalawol •h••c.Wull• "' "''""*"•'· •• aln: '-••• If)' 
be. w1ll •c~roe It ,._ rete oJ O.SO\ per ennaa puJ5o•nt to tbe ter•• ot ••~ 
••giatretlOD '''''• •• , ..... ,. P•ya.at ot cat~ Jsvt4fndJ oa the [~cbea•••~l• 
tre1•trecS Stock Sl aot carreatly ptraat~d oadtt tht Coap•ny s ~~ l'~' Ste1or 
Notes 4ae %00~ aat.il certa~ 11DaftC111 coad•t•ons hevr t>orca ~t Tbc 
I•,••oJ••~l• Pr•l••••4 St•~ ••••• J~nlox to th• s.,, •• l Pr•j••••d Sto,&. 
ata&or to ~t eo..oa Stocl 11d, aobJttCt to c:trt••n con6at1on•. oa • parae~ wacn 
tht ~~•1''? Jl•• Jtt8tft1 ~~~lflthlt Preftrrt~ ~tncl Oar ~001. ••rb '*'P''' 
to pi,.CD\ o~ dt~~~••• ••d raa~c• upoa l&qu&dtttoo. ••ndtn' up •od 4••tolet•co 



• • llo OclOIMt J99i, UIIC c.ptll) ~0111-IUi'd ill Offer tO I'IC:Illllll' 1111111 OJ 
111 C~ Stock for ,._ 12.~50 thr QQtlttad•og tb•rrs o1 111 S••••~ ~ Prr!err•J 
St.o1k. Eacb lwdlii:J tMl t.eadued allllet oi Su""' J Puie•rcd 5t<C'd; p1101 to tb1t 
I'J.PUillOII lktl 01 lllit tel•r OUI'I (·Jcto~r .11, 1',.0) r~c;eped IPIHOU-tcJV 
19.15 1~1111 of C...0. Stock !or etch tbtre oJ ~••••• l Ptrl••••d ~tocL Tbe 
., ... _., ul ..till•• ul c-,, 

" 



:o 
$tock Alletd lot eac~ ,._,, of Scr&et 3 f•eitrr~~ 5t~k ••~ ~•l~aletcd by 
41Y14ill ~ ea.ttlt~ Plf ••••• !1QU141llon prttcrcn,c, tncluGava ecctaed tao 
aapaad di•14te4a, ol a.. •~••• o• S.r.t.•• } Pr•f•rrtd Stock •• oC ~toblf 31, 
199':' !17 SU.OO, llw lttl t•tNHcd uh fJI>'-'1: ut tlu: Cu.IJIUY l c.-,,, SU~d Ul 
the Naadaq Neti011l Mltket tt tbtt datt 7hc t&lltl•tt ltquadetacn presettQct. 
"'clad.r. .. eccn•d aacl ... ud d.a·tr4ud•. of t•• Stn .. ) Pr11uud '!Otcxl ll tile 
teadtt dele Wll eppro&~tely S%0.6 IUllton Sl .c4, pts ·-•rc tor tbt t:,,jO 
abates oatatae4&aJ). ~er 9" of tbt s•arcs ot Scttt~ 3 Pttlttrtd ~tocl •ttl 
liD .. ted praot to tlw eapttataoo ol th• •achtn~• otf•• 

ITflf 3. II!PA". 11 ~ $8Uat SEO..Rtms 

'lOt apphctblt 

J'I't1lil a. Sl.IIUSSJON ex: 1111\Tllli.S TO ' v:>rr or sra.run oowms 

~~ Ca.,eay fora••~• •• lo1or••t•on Stet~~at (t~• ·~~~ Io1otaat&on 
~Ut.e•at•) tO UOC:ikllol•u Of tb• Coap111~ VIIU.tlnl ttJ Jl.u~C' ;4~ : GCI.I t•C' 
s-~~cataea &ac~tDit Ael of l934 (lbt •txc••na~ Act':. 10 connt,tron w&th an 
t .. a~at (&•• ·~a~al") to tbt ltat•t•d C•rt•••c•t• ot lacotporet•on, '' 
••a.dl:4 ( ..... "c.1Uh~aw u.l Ju"~·•p~~u uoa·) ui the: ('.,.p .. y •u I"'IIU 1'•7•""' ut 
di¥Jdrldl OD ••• Elc~tiJIIblt Ptcttrrtd StocL Wtlh tdd•t•onel •haffl or 
Iachafta•••Lt Pttlartad Sta«"k 1\t ~o .. et ••• avp•oved ~Y th• ioard As 
Jlq111rtd ., lM Dth .. ll Ollatrtl Cofpotlllotl Ia• 11 Itt' "1Til1. 1 aM tbt 
Cart111cttl et lacotpofll10D. tbt ~ft .. at -•• apprnvtd by tht hol~r• o! a 
IIJOflty •f tM Olt•teldiiJ •~•••• of~ Stock end S.ra•• 3 fr•f•rrtd Stock. 
¥0UOJ U I cl111, 18d UltH·CIIUttfl !ll4tlH} OS ~~C' OUlHIDChlll lllttU o1 

~'''' 3 Preferred Sto~. ~t••• •• a cltts. by •rttten 'onstnt ac Jztl ot • 
IIOct.uaa p111111t to kttl• ::l(t) o' the m:l. The Aa(ndllcnt bcuac ~~-u.t1·tc 
apoa till t11181 of • C.rt111catt ot Aaendltnt of tbc Grtl;t,catt or 
TttC:ftffW),tf.tiMI •Ht. ,.,.. !Wuttafl ftf 11\t -t• nt T'lrh••ut •h•ch. rurcnator tn lnl• 
l•h·Z aaO.r Ult tacll••l• Mt. dtcl oot Uk.t place antll a 4eu at lcut ZO O.u 
SoilOW1DA tbt ~•• oe _.,,. tbe l~~ lnlor••t,on ~tatc•tnt ••• •••led to tat 
ato~old.ra oi t~t C..,.ay ~· EPS Iafosaat1on Stec~-.n· •Ito t•s,•d •• ~,,,. 
to •tockllol•.r• of •• ect..oo teltcn by ltss tllau un•.,••uas •••tHco toouot as 
••~v1rcd ~y S.cttoa 221(dt of tht DGCL Tlt EPS lnlota•tron Stetr~nt ••~ ••tlcj 
OD Ot tbo•t October l, 1997 to pertons who ••rt &lo<&hold•r• at rrcotd ~ 
~Vltl~l 19. ltt7. 

1\e ea.,eay el•o iarea•••d aa Ja1otattro~ Stat••••t • th• '1~9? Plaa 
laforaau.oo SUttaut•i to nock.Jioldeu or lbt l't•apanv ru: \uent tu lvl• 14c 
uodu the Elc~UII Act ~oa COIM~hoa ••th tht' a.kpt1on end. eppro•a1 o1 ttlt 
ea.,eay·a 199' Spacael iatcatav• Stock Plen ·the '199~ Pl•n" t fh• l99~ Plan,., 
tpprovtd ~1 ta. loerd ead .. , aprto,td by th• holdes' ot • ••1o•rtr ot ~~ 
~ot•ttadiaJ •~•r•• of ea..oo Stock ecd S.r••• ~ ~rtfttttd Stoc~. vot•o• tl • 
cl111, by •rattca coaacttt ~ laca of a ~ctA01 purt~ent ~~ Scc\tcto :ZSia) of the 
~- Tbt adoptt~ lftd tp,roval ~y the ''o'~t•ol~cl\ •1:1 bt<o•r t1St<ltYt 
Htwa..,.r 1'7, t90'i, ""'•c.h, l"'''tll<tlll tn Rnl&' l•c "'! """~' thr J.uh'"'~ ~~. ~•toflnt 
take plu.t ltat.r.1 a 41U 1\ laau ZO O.)'s 'ollo••.O..II tht daot on •I"'" tlaC' 1997 
Yle~ lalor .. \aOD ~tattatot waa ee,ltG to tnr ~tD(lftul~ts\ ol lht l~peev l~t 
199~ Plaft Iftfot•ttaoo Sttt-nl tho urvrd •• ru·••u ••• ••cuU~t>ldf>u ot an 
eC'U- ttk'fft b7 Jttf tJl111 INliiU~Qt .. ,,UIII ,OU\4'111 ~~ rf~U11<"..J l:;r St'-liOI 
221Cd) ot tbt DGCL. Tba 1997 Pl•n lafor .. t&oe Stlttatnt ,.,,, •••ltd on Of •bo•t 
Octo._, l4, lW? to pauoas wllo ••n atoclbolelotr • ot ucotd on '>•pt•-.r 19. 
199~. 

Ia S.ptt8b.l 1997. t•• eo.,tftY totered toto an •arcC'~nt watb LCI 
lntatDit&oael, Ia~. ~ .. 11 4ark f1bar ~•t•lltj on th• ~o•p•n• ' ';9 aal• rovt• 
1toe Cle•tltld tc Ntw TOll tor •rprol&eltl'1Y S~O atllt~n 

I a Jaly 1?')~, ••• O..paay ceo•••-• tc cl • t • •• 'I" It II cc•• ul I• l• •<>tt Oru lee , 
a '"'ubltu tt•tHtl ltf•.t.aa c-"Ul anG ttltdtntul cuttoatli Ul J.: ttat4'r. 
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1- Fota 1-1. dllted J11ly ], 1997 and 1~h·d ••th the c,_,,uoG oa hly :::::. 

199":' •1~11 111.-cl Lu 1 .. ,, .. n·lcan ,.,....,lliiiJI uu tin:: ol•'"' uJ tlof Culllo'••y"• 
Pll"ltt lu• blllliiiU 111d ltl a•1tthcd u rvae Douneu 

:::. Pora l·li: dnod Jaly !J, 1997 nd hhd •nb the :::.0. n1cn on 1ul~ Z'il. 

199":' lilb fllpciCl tO I PUll IIIIUt UftOIIDCinl IJIU-DII MIIUD tbt 0.pt1)' 

IDd PS!N.t. 

3. Fora 1·1: '•ted M11111 5. 1997 and hied •ttl! t~c Cc..niiOD on ADJDU 6. 
199':' pu·aaaat to ll.alc llS•c)d oJ tbc ol.ct ••t• u:1pcct to thc c-r•n>·'a DO<acc of 
Ctltf111J Of IIDIIJllllrld IICUltliS. 

4 fora 1·1 dated AIIJIIIt U, IW7 and tiled ••th the,,_,,,, ... oa A..Jult 
II, I'IY7 pauant lo KI.Le IJ5c(4) of Ut Act 111t11 rupet:l to lbe U.puy· • 
IOIIrP o1 plllliiJ OJ Ill OfftlliJ of OlltJIIIPIPd ltPUIIIl~l 

5. fora 1·1: dated M .. st 20, 1997 IDd hleJ 11th the C..-nuoll 01 .UIII.H 
:a. 1997 pllllllllt 1.0 I•~ lJSc(~) of tke Act utb rupect to th• Ca.puy' 1 
.uu..., uJ: uJ:t.u.aa uJ: •u•an ... ll'd ... ,.MIHIC> •••II lcof'n• lu lin: ulc ul Llu' 
Eack•••••ble Pr•f•rr•d Stock . .aacb occurred on 4atost 20 1qq7 

6. Para l·lli: dued AIIJIIIl 20, 1997 1nd talc .:I walh the r.-1 iliOn 01 11.1-'ult 
21. 1997 .ICUbiiiJ l.bl l.lnil Ud CDIIdiiJOIU of lht f'DIIpla~ I h(hiPJUbh 
fii~DI'IDd lt.Dck 1014 Ill II ffi'IIILI phn•et on .\DIIU>I ~~~. 1'1\17 

7. Fora I·IC dlted ., ... .._, 17, 1997 '"" hltcl ••th tht l~IUIDI 01 

ScplCIIkf II), l'Y./7 •1t.111 telpcCl to I PICII r<ICIIC IIIIIOIIIICIIII, 1!1 I~IO:CIIC:n\ •1tb 

LCI Jaternu•d, JH. ("LCI"1 ranaut lO •11•'11 tile O:.p•n~ •ill •ell ded. 
f•hllr tn TrT 
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I'CB 1 . II&G&t$ 

In lllllll:r 1997. ,_t'llluk l.GftJ Duun'e !Q, llhC'. foa.pan•·l la«.'IJ~d wHh 
Eeu••• Tel•~ l•t••••ta•••1 CorporatsQt'l d'TlJ, o ptov1.tu ot h·t~~ duuae• 
tlliC~IIlc:.ttiOt ·•n:.~S, lD. lflftUCtl<Ml •c:cunt~d (o: U I ruHhU~ lh 
.. ,,., Wll eoas...,ted 91\b tbt ssauencc ot ).6l~.Z7: sb•res ct lhr CDaptiY., 
c~ atoM. ••• ou .. '''••tt of Sl, soo.ooo Ot the. 3.td •.n:: th•l<:a UHI~d. 
CU,49l tbUII Ul lllld .all IICfa- pe11dujl tctolutwn nJ putchau pHc 
cntttt"l•"c '' • -n.e t.rtftet c.t 1 n11 te <~HI' •41 • n • n .,, 1 •t>y•l'llr a .... , •• t "1"1" ''" ••• • «'If 
$14,19S,OOO o~ wtl.uh S3 •• 1S,OOO •nd $!0,910,000 lltvt been ellu~HI.'d to 'UHUIU 

test aid JOOftli.l, retpecuvt~y. 111c:- (.:ocapan·: •· 41at•rt: :I PI: thr tuUOGI4'r l>UI.' 
ovtr • uutal l&ff' ot' Y~'''' ead lhf' zand-,ll '""' • uu·!ul J.t .. nt ]n y,.,, 
Tbr fol!-.&OJ 11p11Siqt• \111111 paoio••• •c••lls ut "•'' ••t '"P' of 11 ... c,,..,.,. •• ..,<l 
I:Tf 101 tr.e aU IIOIIIt•l ID .. d S..ptlaber J0 1'~'1" ffld JIIC)t. 4, tl tt;C' Hq111J 1 Oon 
ha4 ~eurted 11 of '~' earl1~1t dett pl~••nt•d 

for t be- $1' 11n11 rh ~ c-n•:r I ~cl'ttabc 1 .\0. 
1997 l9~~ 

S <;4. Q"~ •, <;Q(I l~J.944 ~il 

497 ~79 

:(· ..: ') 

TlK t.na•c••l atet•••t• .an,ludcd belt' 111 ••c u•••u•l. tt'•l •n•! toawl.' l>rcou 
tt~pattd 1n ec:co•daDct Wltb aenculh tC:UJotte1 .... wul :na: l'fiii~JI 1('~ tor 1ntu1• 
fitruec:.el re,OIU8J ta4 S.c•ut&~n and .E.uh•"l'"' 1 "-"""" '"l'ullt1on• c·,, 111" 

au.(~&lll41uU 111d iUUU.IIIl .. ch•~l~•"lt'> IIU1•all• Ill< I ,.,,.,1 '" It"•"• 1<1J •let"""'" > 

r. lllld lll •cCOI4t11Clt Wttb ftDCtlalJy IUC'J•U•~ Hl.ti>UI.IIjt I•IIIIUilt'> h•vc bctll 

(OB4e11U•d Of C.t.t&l4 plffllltt lo ID<b tuh. an•l , .. ~ .. lettua• In th• up1n1on ot 

llllllp-Dt, lM UDUIUI1 IUliiiC'PU UUcct all 4:lpl~ICWltl \ t<lf II 1\0flatl and 
ltrCIIUlDI DltDrl) I'JI&C. ttl I&'CCUUY !O ptt•iclll f4 II I> th IIIUI\t:lll J)tl~l t 100. 
•••olt• of o,.r.tho•• and 6\llh flo•• for •h .. •nH r ur p• • ""h 



l"'1E ) - NET :uc.DE ( LOSS' f'tlt SHARf 

Net~~~ (1011) ,., 1ll11or Wll U i <lllal• •l h •H •I ., . I"• l•• li 'lWII\11 1-Mr ol 
~..-..a 1114111 ~~~~ or ... &~el•ul IUin's UU i s < lllo.lou~ I I , I IJ<.!. ~i~ l lnJ ' ' • , .. ~ .: ).& fu 1 
tbe tluee .a1du •••d SepU.be r JO . 1997 and l•l<.co. 1 npc- t1 p d i. I; . Ill . S2to anJ 
II,•SI,S94 ••Ill ior tllo u .a 1101th1 eoded S.pu·•hc o -"'· 19'.1 " • I ~ ~~o. 
&ctpcctnely . 

Fo 1 till I .i.a 110atila1 ea*d S. p tiiDU 30 I 9~7 1 n :1 l '191>. In: ~ I r It pu d 
a.-o11nhd tO 1!:.,000 11d s::ss ,OOO. rcspo; ct~v<J v he"• • ~a .-. , . pud by the 
C:O.peny deUII Lbe Ull.Oitbl ended ~epteat.or 1. t 'r l ' u od ,,..,.., -.rrr J6~ . oon and 
SlU.noo. reaJIIIc.fnel)' 

~~- ~ 1))~.1 : ::.~1'-" .t A'<hl .~ ' l :'> 

OF F I~IJiriAl UN'>J':'IO'" 
A R£$U.T.\ Of Ol'l:JtAliON!; 

'tllw jollo-lDJ U I d.a.tt:Uli&Oft OJ tlo• <OIHolt<lalt<l I lntll< ul condtllOG aad 
•••ulLo ul u,.a.t.luta• vl •1.- (UIIJIWII) lua du: '""'" .u.J " " ~av111 lu c .. .Jrll 
~pte•ber 30. 191i7 tad 1996. Tbe lnfor ... lloll SIII'Uld be- rud an ' onjanctaon oqth 
u •• Co.peey'' C.aaol&dtU4111 FtiMRC ul s .... _ ......... u,. !";.,, •• ll'ouwlo 

~rtuo &UU••t• Mt forth an N&aaa~•AI' > Dncutuon 1nd Anii YJIS of 
Fa••n~ul CoeditiDD ••• R•••Lt• cf Opllltlons , "'"' ' " ••• l <> l h1 oloraca l h c t• . 
uc to rwud - looltiallllt.MDLJ onder Ue l'll 'I Hr ~~'ur : • • o l l ll!iHIOn !W ior• 
Act of 1995 till t IJI nbJic:\ to 111k.s rnd uncc rt u ~ 11r 1 r bet co~ ld uaa~ H t ul 
ac111lt.1 to daffca Nlc:ruUy h- tboH sc t lorth ·~ tk< ! o r•uJ Jo .. lt.ujl 
nue•ou . Motj liM bct.ou uau c:o1ld cuu actul lu t urr ruuiU 10 datlu 
••t.an•lly ••• u.petit1WI prar.""~' , IM I ••1n1 •"11 r.- c tll"'l•f' n• rtl "' -·~~~~l l nl! 
~1 tlla~rd - party d&&tr&bltoll aDd the .. rkc ~ e'cc p la n 'c o t ,c tt ean ,~,.,,,., 

lbt ~lilY IIU ltlpll,*d n p adl)' 11 U 0 11,01 r. jl l c >U J t 01 II • dOll I DC liS 011 
/.DLilOI .l uh. arowUI ~-.le .. ntwd by IN ldd It I o n 0 I <I t: Ill~ Yo) ~~>- s•rw,. It 4 

tlu uuall •• ' ... '. IIIII u ; .. ui 11 Uuli> . "'~ • ~UIJ ~« ljU C l · l < • I c ' " u " " • . .... .... • • c 
r . Jlcapelly 6erhed ita. tbe auat-c r oJ •uut~ ~ •d tHe 1>11 .~d hy t he CMp11y. 
bawa &ICU I 110. 

foJ t llo aecoad htc.ll qau tu 0 f I ~98 . u vcnut" s. • nd u ~ , .. ., I) I r H Jlf' uu 1 

aod jea1 , "n SZ7,:;90 , 5S4, c-pu•4 to SZI. 714 , :t>l J ot t ~e ••">"d taaul 
qautltr ot 1997, ea &Dcrc•w of 26. 1" for the '" • on Ill pr : aoJs rrtdl:d 
~cpte•bet 30. 1997 lAd 1996. rc ·,cntl~s. anchu1vr nl t'ltl\f tttc- . t n4 hu •err 
$S.:.37, ,444 aad 1-t.:,s:•, lll, .re•pcctr•c1." lh" '<P" Hal> • : .> ~\ ••c: rcut 
The J.nc.re•sc Jft JCVtJIII1'5 u prulrlly lilt' rru11t ul lloc . a llll""" ' U l jll l liiJo a or 
fTT tn ... y ,.f IlK? 



'Jlae IGctll.i.l.i.\,011 Of m ... I'C:OIIPU4 t01 II a pa&'- b•u 1"4 lhotothJt C &II IC:IIht 

au aot al~hoed aa ''' tlret •110 Ul •o1nll pcucdl cncca ~pu:•trr JU . l~ 

C41a ~ 1ua l•l• ~•.i"•li.wlu~ Ju1 U1c I~ 1 n -Ill b • ~ • w d S c~J t c 11 uc 1 )0. I 99., 
ea4 19t6 .. ,, Sl~.ll9.509 ••• Sl3.1jO, OOO . rt&~ctt \ cl• 1ha\ r cpr~sr1 t1d 
approa ... teJ:r 61 . S. •j ••'"'••••• tot tile t• r•• eon 1 h pe 1 ood • .,.,. I S•p t rebe 1 30 . 
199':' lid d3 . ,, for \M II- .. n~d ID 1996 . tool Ill~ i U .all! hs tr 1t t1 ~p l-bc I 
~. 1997 ,.d 1996. cast of ltli,~IDlCI\ 1~1 ••• S32 . ~41 , 4&: I Qd s;7 . 913 . 7Sc . 
•••••~taYely "'' r•. ••••ted eppro1 1 .. telv 6~ S' ot re••n••• t o r tbe • •• 
.,Jn.laa ea6td S.pt .... r JO. 1"7 lod 6'-" tor tlllr u•t penort an 1~ Tile 
ltdll~tlCXI 111 ltllf~llCIUOII !;OIU U I pi!Ctlll ol IC\'CDUrl I> U)OC allotd WI\~ 
tiM: ec.pe17' t 0-IOJ.i.4fe LJ. .. It I U he 11H U; I lOt! I rOll ll\< IIIC r c a •~ d callHII! 

'VOl.- rcl•ttd to l U lcqllili. UOIII Ot HT1 IIICI Ef] Iiiii U,R t ilt 51 1 ~n tiU tided 
~pte•Jier Yl , ICK., . 

:lie!.lJ11 . fiDen.l .lid I.IDU1UUYI !e!peUcio •err s~_ ;IJ . :ur:. and ~'· S=s . ::;S 
tar tw tllllr•• .oatllll• •••• S.pttatH-1 30, 199'1 emd 1996 . , .. r.c• • ··•I ) Thu 
IIPICIIDLid IPfiiO&.&..ate.\y :z6. J. of JC\'IIIICI fot lhl' tl'lll'l' .aAIIII 1'116cd Septeat.cl 
30, 1997 ud l5. 4\ of re••••• for 1he u• pcncd •n 199<1 hu lhC\ 111 .antl>s 
ead.d S.p~-"-r 30, 1997 ea41 1996, SGlA e:peu•~ .,.,,,. SI4 . 00; ,t, 'J < tnd 10 . 114 .qn 
'" •wtuAa-.~•lt 2G. 7\ au4 %J .Ci\ u( '"•emu:.. ,.,,.,.,.., .... ::1~ Tile ""'"u•• •• 
5Gt.4 are pu••nly 4ae to iD•rauea u peaoanel 'o~u co-• Hl <'nt. uua . end 
profllti&OIIl 1111 taaocaeted Itt~ the ~~,•nv'a <OOILnued ~·Q•t n and eap••6cd 
aiJIIJI ··~ ICQU11111011 rroJrl • . 

D.pr•~J.I\aoo ••d •.or~ICIIJ.OI ••pe••• for lbl' thr•• •ontha •ndld Sept•~•• 
~o . I!J't7 ••• Sl,l9,,ll~ or • 4' r:l tevenuu T!llu co•p•rcd •.o '~11 . 901 01 2 1' 
ct reveaaea tor tlat ,, .. peraod lD 1996 Fot 1~e ••~ aon t h p••• <'~ cndtd 
~ptC.I JO , 1?9'7, .pte.i•hOD lft4 1-tlU:IHOn WIS S: ,: .:!'J . .C) ) or 4 1 .. of 
1•••••• cc.paraCI to SJ ,094, 9JJ cr ~ . CS~ ot tcYe!lae • fot ••• u- fK 110d u J 9'J6 
Th•~• •Rc•e•••• ••• ~r t .. rily •••ncoxlt~ w•lh rhr ••n rl t 7ol • nn "' t~« ~•• • na~• 
buc ••d aoo,.aU ,. •• a .. , ... _ Cbc Co8p•ny I U <)llJU \ 101 of r.TI ID l&oy of 
IW'7 . 

llae pu7Y1I.I.OII fo1 loa••• 011 .,,08llla I C<.cn• l· lc to• tb~ t lucc • onth ~IH><I 
eadcd Sept -Mr 30. 1997 wu S992 . 197 ot 3 6\ ot r c , cn;u Tl11 1 tawtpued t o 
S. } , a9l IU l. II of 18"011001 fot tbt , •• ~ tiO J 10 I ~96 l·o r I he 1 H -Oih 
.'CIJud CU.\J S.!ollOaWJ JO . 199'7, tiJ• l'ltJV J OJUII j('l I U >IO'> U h ·~ -''UII I• lC'-Cl•t!Jh 

••• 51 .639,009 01 3. 1, of reYeQacs ca.p•••d !o ~tgl . ~9' o: I ~' c t revenue& t o r 
\b1 .... ,.caad J.A l~. ~••• liiCr••••• a1• a;IOCJ &tad •• t h \blf ~o.pany · a 
(0.\& ... d ., .. ,. ta •e•••••• en~ atto~ats retcJ•abl~ 

Mup r llpeUol 111111 OtM f ,.)1\ad chu 11• I lor t be I U •oD tit rer 10d en4ed 
:!ieptl•llel JO . 1997 9el0 s::,22,,D67 01 4 ;:~ 01 llf~otnlltS to r tbtl Slllt pctlOd 
Thue cJ.~nua ~oraautacf o1 S505.000 ttlated to \rvuancc ..,. .,•cnh to ror•er 
c1.fJ.CCII tnd YIIIO•a 0\Mt c•plO)CC I Ol lla' ('<JCIIp-ahy, 'J 10 000 r< Ia Hl1 \0 
lOUJJIUOn, tCIOCI\lDI lid fletltti«J tela!td ''"I$C'\ ~1 ... 1 CIJII rrlttrl( t o 
cer\11• l•l•l 

' 



end teaalt~ty Al\\ela eod ~OGtaos~aC&~S, $1.040,000 l~leted lo llGID,lll 

ld¥1IOIJ, ~eael, •~coeataaa eu4 ~taet prot~sa1one1 )er••ces aocQrte4 •• 
COOIIIC:t.&oa Wt.t .. C-fo-1\.t.DI \ .. 1 FfJ tad .'Ill a.-;<l«<IJlllon' 

NO.·r•~rraaa ttocl ~o.pea,ttlon t1prts~ r~l•trd to t~~ ~,1 •~,~~~ ••~ 
S!,tOO,OOO or 2.1. of •••••••• te~t the u: aontll putod ..... t S•ruabu 30, 
l99~. lb11 war • IOD·CII• c••l•e releted to tht ~\ttC1se ot stotk opttonl ~¥an 
c1hct:t of NTl. 

Nu ucc.e tc• tu uuee 80Dtbs endr•l Sc-pteat-er .Itt IIJ'n' ••• l91J.5::o. 
coettted \o 16 .621 101 ,.., pc11od 11 199b rrr thr ~~· aonth per1od eaded 
Scptcabcr JO, l~. ~ Co.peay bed • net lots ol S11.~~7 Obn) 'c.p•rcd to 11ct 
••~a.c of $1tf,liJ ~or tbe aa~e rertod 1n 1~90 lnt aocrte~t an nrc l&COIC tot 
the three ~th• enAe~ ~ptea~r \0, I~Q7 •( c~r••t~ tn r~ (••t ptron~ '" ~~~ 
11 p.r1D111ly lttU,biW .. U ~ the .,flU~ lft It lt"I-Uil'«llOil '<'toll It I 
percell( ot ,.,. ... ,. 'llllt dtcreue 1n 11C't wc._r lot tilt •u annth per 1od cn6td 
St>ptl'abeor JO. 1K7•a C'•per.td tc tt•• uar (>rttnd "' 1-.••• u <lnr to thl' ..,,,..,, 
•&f"'O.Ita •ad otiM'r ••1ac.e4 c;~,.,,.. •nd th .. \!ud. ,., • .,., .. u, ""' "'""~~' llotb of 
WblCft Wtfe tl .. l datlOl t~t fJt~t Cls,tl quarttr of 1991 

Fot C. .. Ill..,., ....... .- S.pteaber 30. 1997, til• Coe~pany • cuh How 
pto~lOtd -1 oper•t.111 •~tlYltaeJ WIS S4,J63,171 coapartd to'''~ flo• pro•adt4 
by operat~l eet1vat111 o1 Sl.6!9.3S~ tor t~t >tl aontb~ endtd ~epreabtt 30. 
1996. Fo.r c.a.e t.ia _.. ..... ea4rt4 :S..pteaber 30. 1'~C.7. tla• C'OIIf>u>y'' ~nb IUiri an 
aavcuuag aeuvt.Utt. ••• $1,017,911, 'OiipUtd tu SI.•H,Ui~ ur ,u.ll uud m 
iaYIItlDI ICtlYltlU tor tM IU 8011UU eaded Sts·lttJhtl 30. 1991• The po .. ry 
oae of e1ab 1• i8YOt.tliJ •~tav1ta~• dQrana both th, ••~ eonth• ended Scpt~ebcr 
JO, 1997 aad 1996 ••• telet.ed to tbe co.ptny s •cq~JsltiOI progtaa ~raaa tbe 
ail Drlatht e•lil" ~pt.Hhe t ~. JW7, t hr ('fTIIt[l'"l tit rtr<l •• th J.TI a11ct '\fl'J enlf 
dar.i•J t .. e 1&1 ~tba eDdtd Septc•ber 30, t996. the Co.ptay «cquartd 1 ~ottoe&t 
bUt 11• UiiU¥1t111 NU'IIOt.k Sotnscu .. 'lel ~;esb used u tlntocana ac:.tarU1es 
dariDI .... til ~t~t e•dt6 S.pt••bet \0, 19~7 •rt~ S~ 420.471 r~ptr~d to ntt 
, ••• ptOY&df4 by ,,L.QIDC..utl IC\J.V!hCJ <hu .njt lh~ HAC' I'C'I ,ud oj I'J96 Ot 
S2,601.10". DltaBI tbt au. ao11tlu ended St'plciiDtr j(l, l'*q;. t/lr Co•pny pud 
off \be .r•••,aaaa b•l••~ a..d ondotr • tcr• lo•n ~nt~t~d ;nto du1•ni ~y of 
l9K. 

lR ~! 1996, tht eo.paay eqttt•d 11to • St4.:~o.ooo ,,.d.c t.,,l1t7 ••tb • 
~lnl W.1Ck 1&Cl0Gel t te¥01YlftJ Cttdlt !t(lliiY tn~ Itt~ .0111 !C(1l1ty 
Borro-uaa• aadtt tbt revohltJ "~d1t pon1o11 ol tnt l.ct:~t·, •1\ not uc:eed lbt> 
Ult.e.r of Stl,OOO,OOO •11111 any tet.etve• the l"nd.,t 114~ ck10a tl'l~&bla or "St. oi 
th51t>lt tect.J'Uble•. lcuo••1111 andotr :lit' r~'<:-lvc. r ul: tau 1nt~~.rtH at tile 
pr._ "" ploa 0.7,.. 8ouo.&DJt. u16 GJipud 1nttHH on the ~~"ul\lnl hullli' 
U¢ tcpeyeblc b flU et .. ti.Ut) ol \JIC' feultt~ or. l111>< I. 1?')', The Co.p•ny 
wu tUOJOtd to borrow Sl.Z,.,.OOO 11oder tht ttr11 lou. l«tl: It'' Jilt u·r• lou 
ea& rep•y•hlt t" ~ ·~••l 



• • 
..,111laly unal'-.au oi 190.:71 fll>a u~''"'<l '"'~'''' n,., ,.,,. lo111 ....,,., 
lDUrest H tile fH• ,.l, plot ""· l.lllrlllll. Ill" rhru •ontln cnJrd !leptr•ber JO, 
llil9':', tD. ec.ptD) u,.~od thl re•tanu~og b10on£c- j.,., un<l•• •h., '"'•• ln1n 
:u'l.o•l•n~uU~ Ill 1.1i t•• ..... ,. t.•J "'"'c., .. ., ... , .... l'h·•l1<~·oJ •• t.uil•to:ul •mlu 
the 'redlt fltllatr. 
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It•• 1: l.lGAL f'IMX1BJIMiS 
.,.,_ 

It•• :: awus ~ ~oanns 

.,.,_ 

rAitl II 

01HD lt<'R11JMTICJII 

Jte• J : ISAU.f ~ SIIIIICJl Sl!lttlJTIE~ .... 
11•• &· ~SIIDI ~lanDS TO' V·)Tf 01· \14110Jn •• •II •W \ 

No• 

I~ ... 3. 011:1EJ ~TI!It 

NoM 

Ite• 6: V81BIT$ .m a.JliiM' itEfalTS cti f(J!U l\ •: 

(I) Eaba~lli · NDae . 

II 



huaaat. to Uw , ... u ... ou of tb• Secauatu:s fuloan,.., A.ct "~ 193.&. tile 
II.C'J.I• u ala be • .aul)' .,., ... du • '"~"'" tv bot U)tll«-' .J ,.., 11 • t.d••ll t-> t kc 
aadtra.aJDed. tbeaeaAto daly aatactalcd 

1;: 
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EXHIBIT C 

Copy of the Proposed Agreement 

Dt·4065.1 
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