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WAXS INC. ("WAXS") ..a Clleny c-•nk"' • ._JIOIIIIOd ("r<:l") (colleclively 
·~·),bytlle 

1 

....... llenllf...-...,.oVIItlllb tloawbaeb) WAXSwillocquire 
oww..., ..a _,. tJI CCI, a ...u.r tJI ' 1• '" ..,,._ wllbin lbo Stale or Florida. CCI is 
oudluiiaod • a • 1 

4 • I I ' 1 c:anler wllbin lbo Stale or Plorlda ... nuant 10 .. lboriry 
.....,..bydlloC I l•onNooi I 12,199ZinCenlllclle3134. WAXSiuproviderorwireliiP 
_. ab 7 w' ? .. ~a J 1. .a--pr fN" for die &lallll1rl~c NI"*'"Pinnt markefpt.ce. 1 

Neid!Or W AX5 - ray tJI ill «1 cuaa I)' II olllli...s wlib CCI. 

C 
.... llliiiii:PP'~.._:~·=·:'=·:·I)'~...- ............... tlllbil ..... In onlor 10 pmnillhem 10 ""'*' die JN 1 5 11 .... oiiDBOI U'M"C'k- • 10011 a pouible but • IMcr then Scmcmhrr 
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c 
• 1 In Older 10 w.ly obiiiD lbo 1 ~ IIJIIIIOYall l'or lbo 1ra1111'er or c:auml5 

or CCIIO W AXS, IIIIa App!Jradm _,.,.. lbo UMipledoon til a corporlle .-pnizalion involviq ~ 
W AX5 IIIII Ill corporlle ...... Warld Aa.a, lnl:. AllllauP dill hnldlq .,.,.....y 111CX1111izolion fir 
hal DOt been , Appllc:enb ftally •PilL Ia•" IIIII die rea~pniwim will bave heal t­

rnnp, • I priar Ill clalilltlle WA.lCS-CCI a tl9n. lia IUCII, !boll- in lhil Applin•~ 
relalin& 10 WAXS .. 1111111 on lbo pa IliaD dill lbo pi "" w•JIOI• ........,iulioa dl...- G 
herein wUI be priar Ill c1a11na lbo W AXS-CCI a• tim. In lbe event, however, lhllg 
tho -JIOI• •me I w•• II• priar 10 c1a11na or Ia lbo....,. or ony - cbonae 
in 111o P' "" corpor11e a ; dill wW .... a -w eflllcl on 111o ~ra~~~l'er or c:onao1 or CCI, 
Appl;c.m wW daly_... .. APP'Jradm 10 no111y 111o O>annd....., or ouc11 cblnse-

I 
I PIP- HIPI&Dd Avo, Suil< 129-D, l<lml>lrd. Illinois 60148 630/268-6800 
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I. 1BB PAa'IUII 

Jleedqu .... Ill A..__ Olaqla. w AXS Ill Delowln • I ••• ,. lbe • • .. - of wbicb 
is publicly a.dod Ill lbe NASDAQ N"' _, Mublllllller 1be 11DC11: _,- 'W AXS.' \V AXS oper ,., 
iDCJ~~t"e ' -. ••JWovldli oil)-., pa ''M',IIId ••' to die Jloballr''e enkwims 
~. WAXS diu ' t , h hires, _. m' d wiNUDe IIIII wireleu IWiu:IUD&. II'MIIpOI1, 
IDd - I* I I pr' Dy lor lbe Urrlrod S.., CoribbeiD bolla, IDd IMirl Americon 
Te• M efrw pa , • WAXS 111o l*ot'' Ita "'• • a dllip, eaalaeeria&. a.nuflcluriaa, 
testia&, ,_,.,....,, ll!pllr, _. 011111' nbc 1' f .vk:el. Nellber WAXS 1101' ita allilil&el, boaem, 
provide or 11e ••• ' 'ID J&UVIdl e 'r: •h,., .., avk:el wldUa Florida~ co •lhority of 
this c I .... 

WAXS ... lbe _ Ill, _. llaa:ill ,...UIIo•" n• to -ire c:oauol of CCI. 
WAXS ,_ I • •I L ~ .. ~... I .......... . .. ••iii* , -· =r., paov.. , 01a ... "'" '*'' ••• JII!:'"'·JC~IODS 
nel-t .....,_, I I IIW 1*+1 i pl ..... IDd "''Il 1 irll ...,Ices. ',VAXS bu 
ralilod is I' Ill ill .... ..S ....... ~ ..... 1994 a 1 -~~ of llnlqic: 
ecqni•iticw...t I 1111 ..... lllllllldM. AI' !I 1 ID WAXS' ~ldllld ftCMc1'' fll'tllll uta for 
lbe ,_. 1995 1111 ... l!l!n- farlbe dine_.. period eodod Mln:ll 31, 1998, .......... - u 
EmlbiiA,' WAXS' --aplrll-• 'I u o'oqrrlry..... l'rllmS2.3MillioniDdSI.2 
Mlllion,a i rltlly,•D I 31,1994,.,SI:10.7NIU!cw_. •. IMIIIion,rCIJWdlftly,MMin:ll 
31,1998. WAXS'-.Ireu .... .,_,._...., I ly$30.1MUiionforl995toi111Rtllln 
$92.9 Million for l!l!n. AufD I 31, l!l!n, WAXS bod- iD...,... of$241 I Million. With 
ill •"* lei ft '" 1 IW ... .., Ytra. of ill I'll ' • 1 prO¥kler of wirellM aDd wi~ 
swirl:llirll, a 5 a 11. _. - !* ....... for lbe Jtobo1 'Ill : mic:l'ionl Dllillec, W AXS is well 
quolillod •IIOIJIIIno _.. cufCCI. 

Oleary CcJrmnrnL Mh W ..... poibl I ('CCI') loon WiDoil carponlioa wbidl is • lqow~en:d 

in 14!D!J!Inl, Dllaala. CCI, .....-Jy ......... llllller lbe pi • >He of Cblpler 11 of lbe Unilal Swes 
IIIDbupecy Code, II a hi"'' ' ? paovida of •wcat MDIII. Tile Qwnmluloa bu previously 
purod 1 II) a I Cllller wldaln lbe- cuf l'torldlto CCI. In •'Irion, 
CCI illllliloalaod, b) Yinae ttl alii •'""'· a ..... Mion or lllltr ~. or on on urueplllod 
bull, 10 :awlde r.ald lalla nl • • ._...,Ices Ill over 35 -·· 

• M apl I « Ill 'il •• • I ....... Ill onlea 10 timely _., 1be •e ""'Y rqu11tory 
IIJltliVVIII IDr lbe aawfa:a of ........ of CCI to W AXS, tbil ApplicMion _,.. lbe CCJ11111Ciion of 1 

lloldial" \E"i F7Y1 IU'Ion irmiiY ... WAXS IDd Ill -IM• Jllillill, World Ac:ceu, Inc. 
Punulal to lbe aewa '4h• _. ndiMIIIICIIIIIill b u.ps, WAXS wW • •e lbe hnldt• 
"' 4 ) .... ofWCIIIII ~.IE. C 5 ly. em p tbe na.cill ~Itt • d• provided 11 
Ellbibll A ..., ...._ cufWoald "-· ..... L n cuf lbe reorp•larlm IDd re1o1a1 
aecuridellnr dew• dlllll ll'e lUll ..... JWGfWIIIy 1¥ tfi"' lbe fiaancial coadilion 
ofWAXS. 

All'unlllr 1111111 In 'il •• • I, lloaever, iD lbe- lbrollbe _,..... reorpnizltion 
is DOC <• DF I palor ...... or Ill lbe - cuf Iii)' olbea ........ Ill lbe pllliiiiOd C<lipmlll> 
llr1JCIIIIe lhll wut ....., 1 1111 ellla on lbe a ..... of......,. of ca. App1ic:onil will duly amend 
lhll Applbrlon Ill ~ lbe C I don of FICb ........ . 

J Oleary C I 1••w, U.lt., Lid. ("Oleary U.K.'), on llllilille of CCI, provides 
Ji lrML•o dora_. Wlice Mi¥1oeto 1 ...,_. ood ,_. paupiD lbe U.K. WAXS wW lion 
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(a) N.,.. ..t wt7 w of App!kwa: 
WAXS INC. 
945 a. .... Pen)' .... Sulle 22AO 
A' • Oeaqla 30326 
4041231-21025 (reP) 
404126Z-25!18 (Jia) 

Qlny C ' :1 n laapcN..S ('CCI') 
5919 Saadl H:p:..t A-. Sulle 729-D 
1 7 J. IIIJIIal 410748 
63CIIJiii.4620 (l'el) 
630~28-a~~ (Pa) 

• 

(b) WAXS II • oarr••"' caa '•' .....,lbe &awl oflbe sa. of Delaware. 
CCI 71 a -pcwMioa arc 7 7 ,..... .... !awl of lbo Slare of Wblols. 

(c) Can p ' 1 • llilc .,. - lbaulJ be - 10: 

S... B. Foa. Blq. 
llaben c ........ Blq. 
llapn A: llanl5ll UP 
WAXS' AlkwW)I 
2700 I ...... Towa' 
Z29 P 7 • SINe!, N.B. 
A~ Oeaqla 30303 
4041522-4100 (reP) 
4041525-mA (Pu) 

Fwm· 

pu d I' " b• Blq., L.C.E. 
Olle of a.ny C mL •i.nre IDCOipoiald'a AIIOnle)'l 
a.ny C ' hw lia:oipcwiiiiAI 
1919 Saudi H:P:..., A-. Sulle 729-D 
I I d, llliDoll 60148 
~ere!) 
~(Pu) 

(d) tl lr W AXS - 711 i4*Miua .,biiJiariel c:urnally ,..,.ide nor 1n: •lborlzed 10 

......... -of 
1 

• ··- - .... wllblll Florida. 

CCI ia a _.. • illlaelrdlaDp cmier wllbia lbo Sllle or Florida pur1111111 10 

audlarlly p 7 bJ.,. C ••lm.., Nov ..... 72, 1992 Ill Cenllkare No. 3134. 

(e) Tb7l ,._ lllb llllllarlly lbr lbo awloi of CGIIIIDI or CCI, a raeller or ~,.,..._ 
..,.._ w7l7da FloriJa,IO WAXS, a _.......,_IIIII- of wlrelllle IUid wileless 
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. . . 
• • • 

IIWilcldlll, bWiijiCWI, IIIII - pnlducll. 

(I) Ia hllallllilwt!ft ••11,MI ' 'bonlouEabibiiBinlillofWAXS'IO'I or 
~ dlniCIIIIII iDdlncl ""'*"'.!+ 1, IDc1udiD& lbc lddlaa, clri ....... ip, IIIII princlpol 
.,,.._ of IKb llldllb •• llder. ID wMit!oo, IIIK!wl bonlo u l!llllbll C la 1 lla! of 
Ill adler dhwllllpa beld by W AXS' dlnclan, eldlllive or cblrlllble or !ride 
'W] lee! 'j Mh • 

V. CONCUJIIION 

Farlbc ...SIIInilll, WAXS INC.IIIII Clleny Coowma•iallionl Joc:orporlllld rapeafully 
IUIImiiMibc pabllc ....._ _,.., .... e, llllllili&lll) walld be funbered by anm of dlis mpaes~ for 
--10 lbc bwfa at-oa of CCI 10 W AXS. Appliclall aapcclfully mpaest d!lllbc Commi""ion 
lll1borizie lbc b 

7 

.,_.,. dllcrlbed benlD 10 penalllbc ApplicuiiiO - die lnilllil:lioo 
•• -- 1 11 ••. 

a r u 11Wy •bmiaed. 
e==::z;:· _J /-

By: -=-~live Offic:er 
WAXS,INC. 
945 l!ul ...... Ferry Rood, SU* 22AO 
A.._, Oeiqla 303:16 
404/23Js2025 

By: £tift. ~.t ~· L. c. t' 
OooofCIIenyCoowmt• ........ aiDcoiporoled'IAIIOmeys 
CHERRY COMMUNICATIONS INCORPORATED 
1919 Soudl Hlpllllll Aveoue, SUite 129-D 
l••••••d. JlllDoll 60148 
6301268-6620 



EXIIIBIT A 

=======•r=========•F======= 
UNITED STATES 

SECURITIES AND EXCHANGE 
COMMISSION 

Washln&lon, D.C. 20549 

FORM 10-K 
As Amended on April 27, 1998 

Plork One) 
[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR IS( d) OF 

THE SECURITIES EXCHANGE ACT OF 1934 
For tho ftiiCIIl)'Otr ondod Dtctmlotr 31, 1997. 

OR 

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR IS(d) OF 
THE SECURITIES EXCHANGE ACT OF 1934 

For tht tnnsltlon period from ----- to -----

Commission File Numbor 0-19998 

WORLD ACCESS, INC. 
(Euct ~:11m• ol Rcliillr:llnl 21 Spcci!rd in i11 Chum) 

DEUWARE 
•SIIIII' of/nctWfWIUIOIII 

9~5 Eost Paces Ftny Road 
Suitt 1140 

Allanle, GA 
tAidt-rJI of ~llldptll Uwt~r/,·r O.lft.rl 

(~04) 131-1015 

65·00~~209 
,, R s_ [•urlo.l, /J~ntifu.oNc-•• Yo I 

30316 
I Zip CodtJ 

•Rrt1Jiro1116 Trlrph011r ,\"um~rf 

SECURITIES REGISTERED Pl!RSUANT TO SECTION IZ(b) OF THE ACT: 
SOSE 

SECURITIES REGISTERED PURSUANT TO SECTION 11(J) OF THE ACT: 
Common Slack, p., Value S.OI Per Shar• 

JndiC"alc by check mark whether I he RcJillrant (I) h.as filed :~II rcpoorll required to be tiled b)· Scc!ion 13 
or 15(d) of the Sec:urities Exchanae Act of 1934 durin& the prccedinal2 months (or for such shoner period 
that the Reais1rant was required to ftlc such repons), and (2) has been subject to such filina requirements for 
the past 90 d&)'l, Yu IBI No 0 

lndic;nc by chcC'k m;uk if disclosure of delinquent fi1en puau:mtto Item -lOS of Rcaul::~tion S·K is nol 
~ont::~incd herein, and "A'ill not be conlained, to the best of rCJisuant's kno\\ lcdae, in definith·c proxy or 
information statements incorporated by reference in Pari Ill of this Form 10-K or ::~ny amendmenu to this 
Form IO.K. 0 

As of April13, 1998 there "·ere 21.~00.180 shares of Common Stock oulf'tandins. The anr'!'sate market 
,·;,iuc of the \'Olin& Common Stock held by non-affiliates of the Reaisuanl as of April 13, 1998, as based on the 
::~,·cr:~'c C'losina bid and ask prices. was approximately 5605,1.,.0,000. 



WORLD ACCESS, I.SC. AND SUBSIDIARIES 

CO.SSOUDATED BAlANCE SHEETS 

IW. .... • • 

ASSETS 
Current AJSCIS 

C21h and equivalent~ .... . . ......... . ...... . . . .. . .. ...... . . . . . . . Sll8,06S,O.SS 
Accounts rccciv:ablc ... . . •.. ...... . · • • . . . • . . . . . . . . . . • . . . . . . . . . . . . . . 20,263,91 I 
1n,·entorics .. ........ . ......... · · · .. . •.. . . . . . . . . . . . . . . . . . . . . . . . . . 22.~26.918 
Other current assets.. . .. . .......... .. .. .. ... ..... . ... . .... .. .. .. .. 10,923,723 

S22,4SO.OI2 
9.6~1 .8U 

10.6S7.-'1 ~ 
~533,6J.S 

Tot:al CurTCnl Assets......... . ... . .... . . .......... . ... .. .... 171,679,6.S7 .:6.122,993 
Property and equipment ........... · · · · .. · ... . .... ....... ·. .. . ...... . S,70.S,S8S ::!.6~7.661 
1n'"cstment in aft1Ji111 •...•.••••• · · · • · • • • • . . • . . . . • . • . • • . . . . . . . . • . • • • . S,002,000 
oooc~v.;n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,660.201 9.~~~.1..&0 
Other :nsetl .. .. . . .. ............. · · . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.236,298 1.2~9.172 

Tot2l ,-\SSCtl . . .• . . .. . .• • • • • • . · · . • • • • . . . • . . . . . . . . • . . . . . . . . . . S22S,282, 7..& I S60. 7 H .966 

UABIUTIES AND STOCKHOLDERS' EQt;ITY 
Current Liabilities 

Short-te rm debt .. . .. .. .. . . .. . . . .. . . .. . .. .. .. . . .............. . .. . . 
Accounts payable ........ . .. . ... .. .........•...................... 
,-\ccrued payroll and bcneths .. . . . .. .. . . ........... . .... ... ...... .. . 
Purchase price pal'~bJc ....... .. ... . ... . .............. , .. ......... . 
Other accrued liabilities . . . . • . . .. ... . . . .... . .... . .................. 

Total Current Liabilities . . ...• . .. ... ............. . . .. ....... . 
Other liabilities .... . .. . . .. . .. . ... .... . . .. . . .. . . . . .......... .. .... . . . 
Long-1erm debt . ... ... ... ... .. .... . · .. . .... . .. . . . .... . . . ..... . .... . 

Total Liabilities . . . ............ . . . . .. . ......... . .. . .. . . . ... . 

Slod:holders' Equity 
Common 5lCCk, s.Ol par \'Jlus, .w.ooo.ooo UalrCI IUihorizcd, J9,306,HS 

and l6,328,S U iuued and outJiandina 11 December 31, 1997 and 1996, 
tespccth•cly . . ...............••....... . .. . ... •... .. .. ..... . .. ... 

Capital in Cli.CeSI or plf vaJue ..........•.. • .. . .. . . ........ . . . .. . . . .. 
~ote reccivablc from affiliate ........... . . . . ............. , ...... . .. . 
Retlincd eaminas (deficit) ........ • . . .. . . ... . ... . . ..... . . .......... 

Total Stockholders' Eqvity . ........ . . . ........ . ............ . . 
Total Liabilities and Stockholdcra' .Equity . . . . ................. . 

s 81,7.39 
9,l39,S8S 
2,S89,J'· I 
3,100,000 
2.21912~:' 

17,930,025 
333,&02 

1 'S126J,9B-' 
IH,S21.811 

l93,06:l 
84,162,478 

7,399,390 

s 
J,7 :'6.n~ 

1.60S.8~0 

:! ,999.1S7 
S.361 .l..&9 

S.361.7..&9 

163,2SS 
5S.SI7.279 

(S71 .6H) 
( s. 73..&, 713) 

91,7.S4,9JO S2,37..&,:LI7 
S22S,282,1.&1 560,'735,966 

The acccmpan);nJ notes are an intcJral pa11 of lh"e consolidated financial atatemeniS. 
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WORLD ACCESS. INC. AND SV8SIOIARI£S 

CONSOUDATED STAT£'-1EN1S OF' OP~TlO~S 

. 
Sales of products .......................••..•............ 
Sen·icc rc,·enucs ••....................................... 

To\1111 Sales .................................... . 
Cost of products 10ld .................................... . 
Cost of services ...........•......•....•................. 

Tot :I, Cost or S:~lcs ............................. . 
Gross Profit .................................... . 

Enainccrina and dc:,·c:lopment ...•.................•........ 
Scllins, &eneral and •dmiuistrati\'1 ...•.....•.•............. 
Amortization or aood\lo·iiJ •.•... · • · · · · • · • • • • • • · · • · • · · · • · · · · · 
Special ch:~rgcs .......................... · .............. . 

Operatina; Jncomc . . . .......................•.. 
I merest and other income .........•.....•••......•........ 
lntcrc~t cxpen5c: ..............•.•.....•.. · · · · · • · · · ... -.. . 

income Bcf'orc: Income Ta:<et ..................... . 
(;:come tJ.xe ............................................ . 

~et Income ..........•......................... 

;\:et Income: Per Common Share: 
Basic ............... · · · · · · · · · · · · · · • · · · · · · · · · · · · · · · · · · 
Diluted ......................................••...... 

Weighted .-\,·erase Sh.:ues Outstandina: 
Basic .....................••.......•. · · · · ·. · · · · .. · ... 

Diluted ......................................•....... 

, •• ., ["''' thn..,brr;:..~l:.!.'---
• '"' I~ IIIMS 

S71,l91,6&8 S3~ .. ~11.079 SI7.JS3,90-I 
21,592~794 16.589.123 12.754,SSS 
92,98-t ... ll Sl.000.~02 .::0.1 JS,-IS9 
4!,827,123 21.~8~.696 l ~.657,211 
171017167-1 t-1,519.917 II. I \SAil 

60.8441i97 ~~-00~.!-1 J V.77S.~~9 

31,139,685 I .a.99-I.SS9 6-~~2.560 
1,161,13-' &91.959 577.~99 
1.999,931 6.210.32~ ~-12-1.559 
1.755,798 533,919 I :>7 . .394 

9SO.OOO 
19,S22,222 7,35S,l87 1.523,608 
2,503,!18 ~8-Utl I ~2.63l 
ll13ss.~l7) {313.987) t ~93. 791) 
20,670,10.3 7.~1~.61 \ 1.1n • ..a.u 

715361000 'i--'5.0~9 

su.u ... aol s 6.7i~-~.t2 ) l.l71,J.IJ 

s .76 s -~2 s '15 

s .70 s A6 s .12 

171242,405 IJ.O.U.J31 7.S5S.95~ 

131707,781 u.s:9.99~ 9.0SJ.:60 

The ac:compan)ina notes are an int~araJ pan of these consolidated financial state menu. 
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WORLD ACCESS, INC. AND SUBSIDIARIES 

CO:\SOI.IIHTED STATE:\IESTS OF CHANCES IS STOCJCJIOLDERs· EQUITY 

B:al:ance :u J;m u;ll}' I. 199:\ . . . . . . . . .. . . . . 
Net income ............ . .. . ..... . . . . . . 
ln11anr;~ of l.~8l.981lsh:arcs for •tock 

.,_·:.rr:~~nll and options . . .... . .......... . 
Issuance o( 1.1 a I. 7':0 slurc:s in prh·:ate 

pbCCinCftl. net Of C'f'Cn!ICS . ••... ... .... 
lss~o~ancc of 1.3.!-1,60.l ~h.ms fur .-\IT · 

acquisition .. .. . . ......... . . ..... ... . 
hSU.:IInCC Of :51 1 .0~0 ~h;uc l for \\' C<iiCC 

acquisi\ion . . . ..... . ... . ............ . 
Note rc:cch·abl.s fr~'m "''ili.uc. nc1 ........ . 
hsvilntc of ~.:596 •h;arcs fl)r m:uchint 

contrih,ion to 401 K ptan .......•..•.. 
B::~l:lnce at December 31 . 199S .. ..... . . . . 
~ef income ..... .. .. . ....... .. -~ . . . . . 
lssu:ance of l .-'S 7 . ~00 ~h.tres in sc~ondJI')' 

public otrcnna. net of c\rcnsu .. .. .... . 
luu;ance or 6SS.l64 shJrtt (.Jr Sunrise 

1cqvisiti"n . .. . .. .. . . . .... . .. . .. . .. . 
Release of 3_1 ~-.6~.t ~h .~rcs fr~m c~crow for 

AIT ICQII\Sitll)n . . . . . .... . · . • • . . • •. • .• 
Rcpa~·mcnt I)( toan b~· J:\lli,tc. net .... •... 
lss\l:ancc of ~0.000 f hUei f.:~r tcchnoJoa)' 

liccn~c ... . . .. . .. . . . ... ... . . .... . . . . 
IUu:JnCC of ~.:6.906 sh:arcr. f~r StOCk Options 

:.nd warrants ...... . . . . ..... . . ... . . .. . 
Retirement of 6i2.-U9 cu·r.:~"cd !-b:ncs from 

1991 initi:JI rut-lie offcrini .. .. ... . .... . 
h!-U3nCe or 2.S8J sh:ucs (l)f m.liC'hinJ 

c.:>ntributit-n \ 0 .JOI ~ ~bn . .... .... ... . 
Bal.::~nce at Occ:tmt-er 31. 199(. .. ........ . 
~ c t income . . . . . . . . . . . . . . . . . . ...... . . 
hsuJncc or 1.:$!-.SSJ ~hares (ot CIS 

acquisition ... . .... . . ............... . 
lssuanc.e ~f ~08,.20:5 sh;arcs for G1la:\;y 

.::~cqutsltton . . ...... .. . ..........•.... 
Relc:uc of ts9 . .32 7 sh:uc' from ucrow fc.r 

AIT acquisition ... ...... . .... ....... . 
lssuanc-e c( 121.182 iharcs f~ AIT 

acquisition .. ............ .. ...... . .. . 
Rclusc of ~0.000 shucs (rl)m c~crow for 

\Vestee acquisition .. . . . _. ... .. . . ...... . 
Rcpa)·ment of lolln by affih:ue . . ... . . . . .. . 
Issuance of 1.1 S~.360 sharc1 for stock 

oplions aftd ".lrflln\l . .. .. •. . ... . . . . . .. 
Ta, benefit from ucrci~s of stock optlont 

and wart:llnts ....... . . .. . .. . .... . . .•. . 
lss11•nce of 7,091 sh:..rcs ror malChina 

contribution to ~OJ K pla11 .• . . . . . ... . . . 
Balance at Occcmbcr J I. 19111 . .... . . .. . . 

c-­Stecll 

c ....... . 
Eu•tt•l r., , ..... 

S 69,lll Sl4,'l76.·Ul 

zs.a .. o 
11,118 

H .:516 

5,171 

!6 
12:5.S83 

l·U75 

6.~Sl 

~00 

l,J69 

(6,7~~ } 

29 
16l.l8S 

l2,8S9 

·'-082 

6,70).561 

l.SS7.607 

2.2S9.90l 

I.OH.l79 

.20,761 
l7,6.U,SJl 

2S,296.J7S 

2,990.lU 

2.042.l7l 

1)7,020 

l71.6:9 

6,72-t 

lS.lll 
58.51 7.li9 

s.60J.:S60 

-1,768.89) 

89l,l31 

l.lll 1,168.788 

83S,6l~ 

4,S94.l99 

6.675.000 

__ 7~1 101.103 
S19l.062 Sl ... 16l.~71 

.s ... 
••tth••r. 

''""' .\ lftllalt 

s 

(919,836) 

(919.8:6} 

.!J8.:02 

( 5i\.6H) 

S71 ,63J 

s 

ll~t•lllf4 
[lrahl&l 
tD~Iklt) 

S(l,\,t•SS.698) S I , JS9,917 
1,172.-1-'l 1.172.-'·U 

6.729.-'01 

1.S69,.t2S 

2.l7l.JI8 

I ,Ol8,J~O 
(919,,36) 

20.817 
(12.SIJ.H5) 14,l3J,OH 

6,7iS.5.!.2 (\, HV <.tl 

H.UU~O 

2.996,9: 6 

2.0·U.37l 
)J8.~02 

U U .lO 

: so.09S 

: 5 • .261 
{S.'7J-l,71ll SU7.l • .217 
IJ.l~-l.IOJ IJ.Il-1,103 

5,614,419 

J,772,97S 

892,2)1 

l .J 70,000 

83M2S 
S71.634 

.a,605,1Sl 

6.67S.OOO 

108.87 .. 
s 7.399. 390 591 , 75.&,9)0 

The .ICCOinll.lll~ ins J\~'h:~ •• rc ·.tn in1csr:t.l p.:ut or 1hcse CCinsolidated finJnciJI Stllemen1s. 
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WORLD ACCESS. INC, AND SUBSIDIA1tiES 

co~SOLIDATED ST.\ TE~IE~TS OF CASU flOWS 

C..t.SH FLOWS FRO~\ OPERATING ACTIVITIES: 
Net income: ........ ........... • •. .• .. ..•. .• .. •. .• ...• .. 
Adjustments to r~.:"ncilc net income to net cash from (uKd 

by) oper:~ting Jcti,·ities: 
Depredation .1nd .1mortization ........ ....... . . . ....... . 
lncom~ \3\: bendit from stcd w;ur:aniJ :and options • . .. . ... 
Pro, ·ision for i n,·~ntory re~ern:~ ........... . . . .. ........ . 
Pro' ision fe r b:~d debts . . ... ..............•.... .. . . . . . . 
Slock contnk-ut.:d t\l .aOJ K rl:~n .............. . . . .. ... . . . 
Special ch:~r£eS ...... ... . .................•..... .. .... 
Chanscs in o)rer.ltins :ISSeiS 3nd liabilities. nc1 or ttl'cc11 (rom 

bu~inesses J~quired: 
,J,ccounts ;e..:ei' Jble . ... .. .. . ....... . .... . ... . . .. . .. . 
'"' cnt~'nes .. . . ... ... . ...... .. . . ... . ...... . ...... . 
.-l.ccoun\s ;':I) Jble . ......... . ... . .... • · .. .. . • . . .. .... 
Other .H$ets :\:"ld li:Jbilities ...... . . .. • . ... .. .. . ...•... 

:-.=et CMh fr.:-m {l'scd By) OpcratinJ Acth·ities ..... 
C.-'.SH f l OWS FRO~t J~\'ESTI~G ACTJVlTIES: 
:\ cquisitions. of 1:-~~i r.~s~es ..... . ................. . . . ..... . 
ln' es1 ment ll'l :.: ffiln:e . . . . .. .. ................. . ........ . 
Rer.lyments b: { !c:lnl IO) :tJfil i:nn • . •.•. . . .. . .••....... . .. 
E~penditures for r roperty and equipment . .. . . . . ........ .. . . 
Te..:hnologr li.::enses . . .... . ... . . . . .• . ...... . . .. • . ........ 

~~ I C.H~1 l' $ed By I n\'eStinJ Acth ities . .. ... . ..... . 
C.-'.SH fLOWS FR0.\1 flNA:"CJNG ACTIVITIES: 
IHuancc of lo;:g-~e r:n debt .. . .. ......... . ... .. . ...... .. . . 
~et proceeds i:.;~m $ttond:a~· pubtie offering .... ......... . . . 
~e1 proceeds fr.:·:n ;-rh:nc equity offcrinJI .... .. .... ..... . . . 
Proceed!- from e.\ercise of stock warranll and options . . . .. . .. . 
Shon-tenn debt borrowings (repl)'ments) ........... . . ... . . 
long-terrn de'r;Jt rerlymcnts . ................ .. .. . . . . . . .. . 
Debt issuance cosa .......... .............. . . . . . . • . . .. .. 

Net C.Hh From financinJ .Acthilies ..... . .. . ... . . . 
l ncrea~e i:t Cash and Equiv:alents ............. . .. . 
Cash l:-.d Equi\'alents :at Bc1inninJ of Period ..... . . . 
C:ash J nd Equi"alcn1S ;r~ End of Period . . . ....•.... 

Supplemental Sc hedule of Noncash financin1 aDd InvcstinJ 
Acth·itics: 

Issuance of common stock for bulinu~es acquired .. . •..• .... 
Issuance of commo:\ s1ock for stockholder notcJ .. .. ...... • .. 
Reduction in note recei"ab\c from aflilillte 10 recoanizc 

contingent purchase price umed .. .. .. . .. ... . . . ........ . 
Con"cr~ion of .!.:c.,untS receh·Jble to in\'CJtmcnt in tcchnoloJy 

license ....... . .. . . .. . .. · · · · · · · · · · · · · · · · · · · · · • · · · · · · · 
I :-suanc<: uf Ct'nH:~.;·n ~IC'C \1 f~r 1cchnoiCIJJ Jiccn5c ........... . 

s 1l.l)4,10l 

),096,)56 
6.6H,OOO 

112,867 
171 ,S1~ 
108,87..a 

(8,796,812) 
( 12.l..a7,l7l) 

.S,ltl.371 
~9.2902063) 
11.962.10)) 

( ~.94S, 724) 
(5,002,000} 
(3.319.~3-1) 
{3.~90.971) 

pt,29S) 
( 17.8 79.534) 

ll\,909,01 s 

.s.60S,8S2 
(588,71 5) 

{.S99,5S2) 
II ~14261600 
95.584,963 
221..a801082 

s 11810651045 

S 6,77S.5.S2 

t •• eo.o~J 

197.~0~ 
167.61.2 
J.a.S61 

(HS.I67) 
( 5,9S8,3S5) 

(..\6,669) 
1310 • .306) 

1.99.S,9JQ 

(..a36,791 ) 

J..aS,202 
( 1.176.01 S) 

,528.050) 
(l,i92.6;7) 

B.3.31.2~0 

~.2.SJ • ..a87 
(5,510,220) 
(3,625,000) 

~:6.~.a6) 

20.390.971 
20,593.26] 

),886,819 
S221..a80,08l 

s 1.172,.S·U 

59..\,..\8-1 

16:!.J.a5 
7,568 

19.317 
SlJ,1J..a 

(6.S09,S51) 
{I 627,..\i9) 

\77,090 
i 1.~6..\,163) 
i6A..a-'.H:!) 

(6..\9, 769) 

( 1502.':6) 
( 2iQ 571) 

LLHJ .6";6) 

l.Sl.S.OOO 
1,961,207 
..\,338.556 
{115,000) 

10.009.763 
1.133,555 

7S3.26..\ 
S 1,8S6,819 

S 14,285,250 S 5.039.309 S ~JOI.S6S 
~-S~S. I9..a 

2..\1.919 
ll7. :'~0 

The .• c~OJll).\3nying notes :uc an intcaral pan or thcK consolidated financial ~l:ttement~ . 
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WORLD ACCESS, IS('. ASD SL'BSIDIARIES 

SOTES TO CO~SOLIDATED FI~A~CJ.-\l STATE,~E:"'ITS 

~OTE A: GESERAL 

~:uure or Bu'liin~·"'l; 
World Access. Inc. and iu "holl)··o"ned subsidiaries (the "Comp:my .. ) opcrJtc in one tlU~ine~s ~cgment 

as a pro\'ider of S)'Stcms. producll and sco·iccs to the aloba\ tclecomntunicati<~ns m:trketpl:~cc. The Companv 
de,·elops. manufactures 3nd m:arkcts wire line and ";re1css s" itch ins. transport and lCCes~ prcducts prim;uil;. 
for the United St:ne~. C3ribbea.n 8:tSin :and latin Anlerican telecommunications nurkets. The L omp:~ny·., 
products Jllow telccommunic:nions se'r'·icc pro,·idersto build and urgrade their centr:ll ollke :~nd out~ide rl:mt 
net\\orks in order to pro,·ide ;:. wide :nr:•~· of \'Oicc, d;~tJ and ,·ideo ~el"icu to their bu~incH :md rc~idcnti;~l 
customers. The Company Cltfcrs digital switches. celluttr base $1Jti~,n~. fhcd .,, irclcs~ lcc1J ll'l'P ~~ ~tcms. 
intelligent muhiplucrs. micro" 31·e 3nd millimetcf\\ 31·e radio ~) stc na :1nd other tclecom nH~ ;'I ic .llion~ net" ork 
equipn1ent. The produc11 oil'trcd by the Comp:any indude I hose ntanuf:acturtd by the Comp:~ny ..ss ,, ell J!o 
those manufactured b)' other telecomn,unlc:ations cquipn1en1 companies. T~ ~urP\)rt .tnd .:omrh~ment its 
product ~:1lcs. the Comr:\ny also pro,·ides its customers '' ith ,, bro:~d r:tn&c ,,f ~tStG"· ~n~intcrin~. 
mlnufl.::turing. t~stin~. instllbtion. repair and other '.1luc·:.dded ~cl"·ices. 

B:uis of Present:llion 

The consolid . .ued rin.,nci:d statements indudc the accounts of the C ~JIIl!='l :1\ .md ; 1 ~ ·.,boll' ·O\\ ned 
subsidiaries from their etTecth·e d:ncs of acquisitien (sec .. ~ote B"). All m:neri:~l int~rcomr.t;,~ J.:c,:,;mts lnd 
tr:ms:~ctions are climin:ned in consolid:ation. 

The prep;:rltion d nn2r.Ci:ll st:uemcna in conformity \\ ith gc:nerotlly ;1CCe~:ed .1~.:.;-:..~wr.~ ;rtnci.·les 
requires m:maaement til nt:tke eslim~tes :1nd 3Ssumptions th.lt .11fcct the reported lntC'unts ~'f .lS~cts Jnd 
liabilities and di~dosure of continscnt :assets and lilbilhies Jt the d:ate or 1he fin.1nciJI >1.llc11~er.os .uld the 
reponed amountS c;.f rc,·cnucs :!.nd expenses during the re~r:ing periC'd .. \ctuJI re~;;i:s CvL!ld -~incr 1~,,:11 tho$e 
estimltes. 

The estimated flir ,·:alue of llnand:al instruments h:1s t-een determined by the Com~•a:;~ :..~ir.i :l\ JtlJblc 
market i'lformaticn Jnd :l~'~rC'~rilte l'llultilln nltthocll!l)gics. Hll,,e,er. con~iderJ~~e jcdg1re:-.1 is ~el..j:.Jirt'd in 
int:rpretin& data to de,·elop the eitim:ates of fair ,·:~Jue. Accordtngly. the estirn:nes preHmcd herein Jrc not 
nec-essarily indicath·e of" the amounts that the Company could realize in a cunent market e'.:h:~nge. The f:~ir 
value estimates presented herein :are b:ncd on pc:ninent inform:1tion 3\":lilable 1o nun3gemcnt u of the 
respccth•e balance sheet dates. Althouah manaaement is not a\\IITC or ln\' (:lctors th:\t W('uld ~il!:'lific:.nth· 
:~tfect the estimated fair ":due :amounts, su-:h amounts ha,·e not been compre.hensi\c]y re1 :~lued for p~rposcs ~r 
these financial statements since th:u date lnd cunent estimates of fair ,·alue ll1.1Y differ signif.c:~ntl~ from the 
amounts presented herein. 

The fair ,·a lues or cash equh·:alents, :accounu reccirable. accounts pa) able :md Jccrued e\penses 
approximate the carr)·inl ''llues due to their short-term nature. The fair l'alues of long-term debt arc 
estimated based on c~o~rrcnt m:1rkct rates :and inilrumcnts '' ith the same risk and nuturitic~ :1nd :~rrro.,imate 
the CITT)in& value. 

Re,ttnue Rtco&nirlon 

In gener:1l. re1 enues arc rec<'snized "hen 1hc Companr's prcducts .:He ~hirrcd N ~~f\ :•~s .1rc rc:-:d~rc:d. 
Occ:I.Sionally, 1 he Company "ill enter into long-1e 1111 contrlc;H, "hie; h require ~·c: rcrnt..~gc "·i .:omrlet iC'n 
Jccvuntinf!: tr.::ltmcnt. 

Durin1 1997. the Conlp~ny reco&nized appro,imatel>• SS.3 million of rc•enucs under the ~cr~.:niJ£.: \)r 
completion method. or !his amount. :.ppro,intalel)' S2.S million rcpTI:scnts 'OSIS .tnd C:Sillll.lll:d C'Jrnings In 

e:\CC:SS or billinMS ;•nd is included in Other ~urrc-nl ;IS~CIS on I he Comr.my's Dc:amt-er 31. I ~91 l-.tl.tn.:.: •heel 
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WORLD .. ~C.'C.'£SS,I~C. A~D SUBSIDIARIES 

~O'I'ES TO CO~SOLIDATED FI~A~CIAL s·r ATE~IE~TS- (Continued) 

Sicnificanl Custunu·rs 

,\ ponion I)( ahe Ctlll1J'••nfs tol;tl ~;des ha'c flccn dcriwd (rom signifk:\n\ cu!>lom~rs. During 1997. "" 
cu'~tomcr indi\'idu;~lly a".:ounted (or JO.(Y'o o( the C l)mpany"s II) tal ~ales. During I 996. one cus1omcr .1c.:ounu:d 
(or 10.9% o( total s:~lcs. DurinJ 1995. '"·o cus1omers indhidu:1lly :K'C:ounttd (or 22. 7<"o 3nd I S. l <"o o( total ulcs. 

(":~.sh :and Ec1uiul~n1s 

C:.~sh .:l.juh Jlcnls indude dem;tnd dcf')!-its "i1h bJnks .llld .111 highl~ liquid '"' O:>tmc:nls "i1h .;riginal 
m:Jturilics d 1luc:e m~Jnths or \e~!>. 

Accounls J(~c~h:.ltlc 

.-\ccounts receh :&ble .Ire presented nCI o( sn silo" anc:c (or doubtful 3CCOU nls or S:! 3 7 .000. s:6~.000. :tnd 
s:os.OOO ;It De..:embcr ~1. 1997, 1996, 1nd 199~. resptcth·el)·. 

I n•t-5tmt'nt in AffiliJic 

Durin8 ~(.wember :~nd December 1997. the Comp3nr purc:h3!ed 355.000 sh3res .,(~ACT Tc:le.:ommu· 
:.icJ\ions. Inc. {" ='ACT" I .:ommon stock in the open IU3rket ror approximately S!i .O million. 

On De.:c:mbc:r 31. 19~7. tho! Comp:~ny entered into :1 stc~J.: pur.:h:ue :~greemc:nt "ith GST Tele.:ommuni­
c.Hions. Inc. ("GST" ) :1nd GST l.:S.-\. Inc. ("GST L;SA" ). 3 \\holly O\\ ned 5ubsidbry of GST. to :~cquire 
5 . 11~.7 1:! sh:~re~ c-f N.~CT conm1cn $leek O\\Oed by GST L;SA. 0:-~ FebruJ~ :!i. 199~ 1!-:e Cvml-' lny 
completed this purchase incrttiint its ownership o( NACT 10 3pprOltlmately 67.3t'(.. On Fc:b•uuy :.1. 199S. 
the Comp3ny e':ecuted 3 dennith·e merger :IJreement '' ith ~ACT to Jcquire the renlJining 32. i rr d ~.-\CT 
common sh;~re, ~ :; c:c ·· ~~:c: ~") . 

£:~rnings Per Sh:ue 

Efrecti\"e in 1997, tl:c Comp3ny 3dopted Stltement of Fin3nci:\l Accounting Standlr.:!s :"'' 118 
"E:\Tnings rer Sh:1re". The Nmput:~tion o( blsic earninss ptr share il> b:aed on the "c:ightcd :~,·erase: numbc:r 
of common shares outstandinl durina the period. The compuudon of diluted earnings per sh:~re is b:~sed on 
the weighted average number o( common shares outstandina plus, "hen their dfect is diluth·e. potential 
common stock consistin1 o( shares subject to stock options, stock \\3rrants :1nd convenible notes. Potenti:ll 
common stcck sh:~res o( 1.~6S.316. I.JS!i.~6l and 1.2: •. 306 3S c( December 3 I. 1997. 1996 Jr.d 1995. 
rc:spccti\"ely. h:1,·e been included in cor.1putina diluted urnings per share . .-\. 101al of 99J. 7:6. ~0 I . .:6 7 and 
S9;,7JJ shares o( common stock for the years ended December 31. 1997. 1996 and 1995. rc:speCii\ely. held in 
c:s~row rrom certain 3cquisitions (see "~Ole a·· ). the Company's initi31 public offering (see "~ole H " ) 30d 
the TCSJ licc:nsc: agree~o1cnt (see .. ~ou: E"), were excluded from the urnings per ~hare calculations because: 
the conditions (or relc:ase o( 1h1res (rom escrow h:sd not been satisfied. 

Rt>daniflcaclons 

Certain items in the prior year consolid3ted financi;JI statements h3\e been reciJs.sified to conrorm to the 
current presentation. 

:'\OTE 8: ACQUSITIO:\S 
\IT ,\cqui~lllon 

On Mar 17. 1995. the Ctnnp:any entered into an ;~greementto acquire AlT. Inc. (",\IT"}, :a laliel:~nd. 
Florida b:tsed prO\"ic!er or new and u~ed Ncnhern Telc:cCim 5\\itchina s~~\erm ;tnd reblc:d circuit rc-.Hd\ 10 the 
lelc:communic:.Hions indust~·. On Jul)· ll. 199~. the tr:tn5action \\31 comrlc:led in itS llnJI form "hereby Al T 
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WORLD ACf£SS, J~C. AND SUBSIDIARIES 

~OTES TO ( -0:'\iSOLJDATEO n~A~UAL STAlt~IE~TS- (("onrimu·d) 

Wa5 mused \\ith and in'o Rcs\or·AIT. Ilk: .• " •hull)·-owncd Jvhsidhaf')' of the Comr:my (the ' ':\IT M"·rscr" ) . 
In conne,tion "'ith the AIT Mercer, tha r-ole stockhC\Jdcr of AtT. r~ceh·~d !-S~.cno rc:~Hictcd ~h.•r~\ of 1he 
Company's comn1on st~Ak. Thc~c: ~oh:.res had ;,n initial f;~ir ' .•hac: {\f a••pro\illlJhdy S 1.7 nulhon. 

ln July 199~. the Comp:my loaned the sole stockholder of A lT S I.) million in c ;n.h in coJnnc:(li.>n \\ ith ~ 
52,330,000 interest bcarinJ plOJniSIOI)' ft018 CUCIIICd al :Jft intearaf p:ul or the merger Jjlteemrnt l\cl''ecn 1he 
,,,-0 companies. An :Jdditional S 1,030.000 'A',;,t to be loaned ro che ~lockh\'lder .u sp.:ciric accou na rc"eh ;able. 
notes receivable and in,·entories on A IT's ~br 17, 199S b:~lanct sheet "ere collected :~ndlor rcJ!iud by 1he 
Comp:my. As of December J). 1996. che Company had Jo:med an :lr&regJ.te .:>($:!.319.1 ~~to 1h:: ~t.,dh~'ldcr. 
The princip:sl b313nce of the note u of December ll. 1996 '':l~ S~71.6l~. "hich \\;:,s fullr ~""'IIJtcro.~lizc:d by 
~hares of the Company's common stock pleditd by the Jole ~lockholder .. ~s l result "f this ~·lc:d~e Jjr(emcnt. 
the note receivable (r..,sn the 5lOCkhofdcr "':ll :.ccovnttd ror ;u a rtduction of 5-tocl;hoJ!ders' c.::tuity. As or 
December 3 L 1997, the lmounts due from the Slockhotder ''ere p:sid in full. 

In addition to the 6SS,970 sh:ncs noted abo,·e, the sole St\lckholdcr or.~ IT " ;lS issued 63 7.308 remicted 
~har~s or the Compan~··s common stock. Thuc shares \\Cre immedi31CI) pll.:-td into e~crow. :lnd .Ito:: ... ',\ ith 
S2,.HO.OOO in potential tlsh pa)·mcniS, were to be released to the sole stockholder O\ er l '''o ~c:ar period 
endina August 15, i997 consinacnt upon the reJliz:ation of prtdetlned le-.c:fs of sr0!-~ pr ... •nt fa'r:l .. a.IT's 
cperations c~ring ,his nmc: period. To the: e~tcnt c:JSh coMidc:ratic n \\JS paid. 1hc 5-dc s: ... •.:!.hddcr \\3S 
immedi3tcly re(luirtd to rep:~~· the cquiv:dent )mount o( borrowinas ou• ~t;:nd i ng un&r \he rr\lmiHory note 
described a bov~. 

Upon is~uance. the 637,308 escrowtd sh3res were VJiued by the C '-lm\).Hl~ .11 pr -. J h:c .::!:l i~. ~~• S6. 3i ~ - .\s 
it became prl)bable th:u the condition' for rcle;ue from cscro\\' would be met . the fJir m:~r~ct · 1h:e l~f ahe 
~hare!. as measured at th:~.t lime. alona ''i1h anf con1insent clsh pa~ m~nt eJrr.ed. " ere re.:on:!cd .!\ :!c!di~ion:-.1 
goodwill and s:ockholders' equity, respccth·cly. 

As of December 31. 1997. the Con1pany had released all b37.30S shares from c~cr.lw ar.J ;:'.lid !~dil1on;~l 
c01sh consideration of S2.330.000 b3Scd on ..... IT's gross profit pcrformJncc. BJ~cd ..:-n .\IT's ;-re·tJ' ir:c ... , me 
performance, :1n additional SJ.I million in purchase price '' lS paid to the sclc stN·!..h~:c!cr i:J :\ :.;~~- >t 199~ 1n 
1 he form or 1 21.1 S.2 resuicted shares of 1 he Company's common stock. The r. c 1 elf tel .:~f 1hc ;, bo' c has bl:c:n :o 
increase goodwill and stockholder"s equity b)' approx.imatcly $8.0 million :as cf December 3 I. 1997. 

As pan of a fin:.l pun:hose price senlement asrecment eMered into in .~ugust 1997. 1he )ole $~ockholder 
of AIT pledged 250.~09 shares ol the Company's common steel.: to lhe Comr.:1ny 10 effc-cthcly ii.:Jrantc:e the 
collectibilit~' of cert.:~in AI T accounts receiv:.ble. Durin& the fouuh ~uartcr of 1997 Jnd the fir~ I quarter of 
1998, these Jccounts rueh,able \\tre paid in full through c:lsh proceeds (rem 1he $ale oi thc~e ~·lcdgc:d ih.&r~s. 

The acquisition o( AJT h.:~s been :sccounted (Of usina the purchas~ methl.}d of :~..:-countin~ . ·"ccordingl~ . 
the results of .~IT's operations ha,·c been indL!ded in lhe a.:comp:an) ing con~oJidJ\e.j linanc1Jl sl3tcmc:nls 
from May 17, l99S, the cfrecci,·c date of acquisirion. The purchase price ";as ;tlloc:atcd to the 3UC1S ac~uircd 
and liabilities assun:ed based on their estimated (air ,·alues as of the d;uc of :.cquisition. The uccss or 
purchase price o\·cr 1hc (air ,.~luc of net assets :.cqvired. Jppro~imately S 11 .6 million. h:~s been recorded u 
goodwill and is being a~onizcd o,·cr a I j )'ear period. 

Wur~c Acqlllsltlon 

On Oe~obcr 1. 199~. 1he Compan)' entered inlo :tn t\Srccmcnt 10 01cquirc Wc~tcc COi\H11Unl-:.Hions. Inc. 
(" \Vestee" ) . 3 Sconsdalc. . .... rilCIO:I ba~cd rro,·ider of \\ irelc:ss Sp\e IllS .lno..l rc r .. ir )0.: r\l.:e s 10 \he ' Jble 
lclc,·ision and telccommunko~ti(ln~ indusnic,. On Octol..:r ll. 199:-. 1h.: trJJl(,t.:lion "·•!>- ..:,.•mplc1.:d ia aa lin .. ! 
form "·hereby Wes\cc: W:\1 m~rsed "ith and into Rcslor-Wtslcc. Inc. a "holly-o'' ned ~ub~idiJr~ of 1hc: 
Company (the · ·we~tee .\1er&er"). Rc:slor-\Vcnec. Inc. s.ubuquently chant;cd its n.mle '" \\'c<lc:c ('('mmuni· 
cation~. Inc. In conncctic>n "ilh the \Vestee :'>JerGer. the 5ule \IOdlwld.:r of \\'e\\lec rccc:i,cd S5~0.000 :1nd 
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272.0~ rcmicled ~h;are\ of the Comr3ny's COinlllC'In ,,~lc. These Sh3rt5 had a.n initi.JI r .• ir \ .tluc ,.( 
jppro\im:..lc,ly S\100.000. 

As pan of the \\'cstc~ ~tergcr ;aJrecmenl. I he sole slockholdcr i)f Wcs1ec tn3)' :~lso recch·c S 1.0 nullion in 
::~d dilion:JI pur.:h:t~c prkc (lhe "Wc$-ltC: Additional Considcr:uion'') contin£cnt upon the rcJ!ilJiion uf 
predefined k' cl~ of pre·IJ.'\ incoane from Wt~tcc's OFfr:ations durinJ fh·c C3lend:~r ,e.u§ beginning in 1 ~IJ6 . 
This 3ddilional con~idcr31ion m;~~· be raid. 31 lhe option of the COIHJ':ln)'. in the r,,rm of cash vr re~lrh:leJ 
~hJrcs of the CCimj:':my's t~'mmon ~lock \'3lued :n the then currcnl mar~c1 ~·ricec; . If e.uned. the \\'e~t(.: 
.\ddilion.1l C <'n~ider .• tion ''ill t-c c:•pit;~lizcd :11 Jdditional good\' ill ;md st"'kholdcrs' cquny. r.~;.rc.:u' el~ 

1 n connccthm \\ ith the Wc~tec ~feracr. the Company enlert•d into 3 C ~,mpeM;uion .-\grcemcnt '' ith 
Shcrm3n C3pit:..l Group L.L.C. ("'Sherman"). 1 mcrch:sn\ bankin1 firm th:u h:ld a prc·e,istinrlencr <'r in1en1 
to acquire We~1ec:. Puuu:1n1 to 1hc Compensation Alrctmcnl. Shcrn,:~n rccchcd S 100.000 JnJ -1~.000 
restricted shJres of the Company's common stock. Thne sh:~rn h:td an inilill (Jir \'J)ue or .1rPr""imJ:el~ 
s I ~0.000. The .:om~·en~:Jtion j:':tid to Shcrm:ln 'h.u been :Jccounled for 3S p:lrl or the purc:hJSe pri.:c of \\'((l(i:. 

In :~dditioo. :~10.000 restricted ~h3res .:~r the Comp3n)··s c:ommC'n stock ''ere pl3ctd in c~cro'' Jnd may h~ 
rclc;tsed tl) S\~crm:m in insulhncrns o,·cr :s four }e:tr period on Febru.uy IS of each ~t':lt bcginnm! <'n 
Fcbru:•n· 1 ~. 1 ~~7. '-'Ontin~~nt upon the reJJiz:uion of predefined le,cls of rre·tl\ incc'll:e h-m \\'~s : c.: ' s 
opcr:nio.ns. L'~on i~su:..ncc. the .:CO.OOO ucrowcd sh.:~rcs were '·alued by the COnlj:':lny 3t p:u ' :..h:e ~nly. ~r 
s:.ooo. As it t-ccl)mes pr~l-3Nc th.:n &he conditions for relusc from es~row will be met. the bir market 'Jlue 
of the s.harcs as mca~urcd .Jt th3t 1ime will ~ recorded as 3dditional JOOd\\·iiJ Jnd stockhCIIdcrs' e~uny. 

The lir$t n~e;J~uren:cnt ;cried for pu~stl or rele:asinr cscrO\\ Cd sh:ncs lnd Pl~ ing \\'c$:c.: .1 ~~iti~n.ll 
C<.'nsiderJti.:-n ·.• .~s J:.!nu:uy I. 1996 10 December 3 I. 1996. \\'estcc's pr~ ·llx i;,co:ne f\lr th~ fim ~~:~l ~.;re me::l 
~·eriod f..t i! ed :» :·:.~c& :!:e perform:~nce criterion required to urn :any J<!dition~l c¢n~tderJti,:.;~ b ~e, iC \\1:'\f 
\\'es!cc' s rrc·IJ\ l'erf~r&:1.li':O:C for the S~C\ll'ld ~rform.:~nce ~riod. J3nU31''Y I. I .;97 10 De.:emt-cr ~I. l-1~i. :he 
Compny <!etcrmincd thJt the c3rn-ou1 pcrform;~nce critcri~Jn '":u met. Accor<!insly. ~0.000 es.:rc" e.:! slu~n 
~\ere JCC,:.untcd ror :IS j( rc1C3.Std to Shcrmln 3nd $200.000 or \\'~s.t~c Additionll c on~ic:!erJI:on '·' lS ;!.;.:.:-~.:n:ed f,,, Js if ~':!:d :-> ti~e ~.:-!e stodhcldcr of \\'cu~c 35 of Dcc~mbcr 31. 199'7. The :-:et cff~ct o::r \!m J.:.:,'~.o~.; ::-:_g , .• , 
to increa~c £Ocd·.qJI .u~d 'tod;holders equity b~· 3ppro:\imattl}' S 1.0 m1llion Jnd SSOO.OOO. rc~peo:lt' d~. The 
escro,,ed ~hares "ere rcle:\Scd 1nd \Vestee: Additional Consideration "lS paid O:\ FcbruJry 15. 199S. 

The :~cquisiti¢n of \\'estcc h:as been accoun&ed for usina tlte purchsc method of 3ccounting .. ~ccordinjl~. 
the ruuhs of \\'estec's o~er:uions h;~\·e ~cen includtd in 1hc .:~ccompln)ing cc:uolidJted f.nJncill )tJ:emcnts 
from October 1. 199 5. the: e!!ecth·e d;ne "r :tcquisition. The purch.:~sc prke "as. ~lloc :ued 10 1l~c: Js~e 1 ~ ~..:qutr~d 
:md li3bili\ies l)~umcd bas.cd on their c"im:1tcd f:~ir \':llues :..s of the d::11e ¢f ::~cqui,itil}n . The c'.:c~s c( 
purchJse j:'rice o,·er the f1ir \'3lue of n~l :~sseu acquired. currenlly cs\imlted :u .lJ:'pro.\im;~t.::l) S:::!.~ mllli~'fl· h~s 
t-~en recorded :1 ~ £COd\\ ill Jnd is bc\n11 JnlOrtized o,·cr J IS ~tJr j:'cricd. 

Sunrise Acqulsirion 

In Fcbru3.f)' 1996. the Company entc:rcd into an aar~cment 10 acquire Con1tech Sunrise. lt1c . ("Sun· 
ri~e"), a Lh·ermore. Californi:1 b:tscd m:anufi1clurtr or muhip1c,ers. dl,il:~lloop c:m ius Jnd other intelli11cnt 
11:1nsport J:-:d ;1cce~s 1>roducts. On June IS. 1996, after :1 mlndatory reaittration process '' .Js complc1cd in the 
SI.:IIC or Clliforni:\. the: traMaction \\;\S completed in its 1\n;~l forl\l \\hcrtby Sunrise \\,)$ mc:r~;cd \\ilh .lnd lnhl 
Rcstor·Conucch. Inc .. :t "holly-owned ~ubsidiMY of the Comp;~n)· (the "Sunrise ~Jcraer" ). Rcnor-Con\lcch. 
Inc. ~ut-~equcnll~· chan~ed i1s name to Sunrise Sierra. Inc. In connection "ith the Sunri~e ~1c:r~er. lhe 
qockholders. ~'r Sunri(..: r.:cti,cd ap&uo.\in,:ttcl}· S 100.000 in c:~~h :1nd ~8:\.J::S I (hate~ ~'r 1hc C<.'tnj".ln~ 's 
common stoclo;. The~.: ~h:trcs h:~d ;~n initial f:Jir \'aluc or :tl'pro~imattlr S2.l million. 

In :\dd11icon 10 1hc ~t';...JS I 'hares nCitcd :1bon~. the ,.lt'ckhC'It.lers C!f Sunri~c "c:re i~~uc:d :I\. 76~ rc~uu:t.:d 
~hares of the c~'nlpiln~ 's common stock. Thc5e sharu \\CfC immcdi;ucly pl3tcd inlo e~crO\\, .llld .. Jon~ "ith 
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of Arnl 30. J'J~7. 1he Company determined lh;n il \'a' hi1hly probJblc 1hat lhc condttil.ln~ for rele:t~e ,,n,J 
pa)n1enl fN the: lir11ol ~riod wowld ~ ~e1. ActordinaJr • .ln . .a~; escrO\\cd ~h:tr~s "~re .t~counlcd fur .• ~ ar 
relc:l~ed 3nd S35 nulhon of CIS Addmon:ll ConsldtraiiOA wa. accounted for .11 1f p.11d 11 or April 30. 1997. 
The net effect of 1his :~cc:ountina \\'U to incrcJse JOOd•ill :and stockholders' equity b)' ;~rpro.,im:ncly S6.S 
million Jnd S3.0 million. respecth·ely. :tl or April ~. 1997. These tS(tO\\'ed !oh!'lftS \\ere. rele:~~ed Jnd CIS 
AdditionJI Con~ider:tlion W3i p:1id to \he former stockholdcn or CIS on febrUJI')' I~. 1998. The S3 ; mallion 
of CIS Addi1ion:.~l Considcr3tion e:uncct is included in Pun:h:asc price r:~)ablc on \he C\lmr.m~ ·-; Dc,cm· 
t-u ~1. \9?7 'D.tlanL·e !'heel. 

The a.:qui~ilion vf CIS hJs been :sccounced for u~ina the purchJse me1h~~d of J\.'cl)unlir.~ \,xNdinsl:. 
I he resuhs of CIS's l)pcrations ha,·e been included in che o~c:eomp.:~n)inJ conJOiid;atcd t1n:.nci.:al ".11emcms frcrn 
Janu.:~ry 1. 1997. 1he ctfeeli\'C d.:~te of acquishlon :as deftned in chc dcflnid\'C :t&recmcnc .;snd plan o( merscr. 
The purch:~se price w3s :J11ocaced 10 ttle assets acquired and ti:.biJitics IUumcd bued on their e~1imJ1cd fJIF 
\':Jiues. 3S I){ the d.Jie of acquisition. The cxcen or p~r~h:ase price 1)\er \he f:&ir \ aluc of r.el JS~ets J.:q·.a~ed . 
~~m(ntl~ C'~tim.•t~d .n .:~~·pro:~.im;udy Sl~.S million. hss been recorded :n sood,\ill :r.nd is beinj amortiud O\tr 
:1 I 5 yc3r period. 

G31n~· :\cquisitiun 

On July 29. 1997. the Compuay cnrered into .alcuer of intent h> :scquire G31:l'r Pcr~.:>n:JI C..::-: :' l L-: :c~­
·.i.,:;s Scr• io:c~. Ia~.: l .. Gal3:.y" ). ::a ='oretoss, Gcoraia b.:~scd pro' ider l)f S} s\em tcsijln. mtplen:C'nlJt:o:~. 
q>timization and c-t~cr \'.11Ut·ildded r.1dio cntineerir.J :and .:onsuhina sen·icts to PCS. o:elh.:l.1r .::~d v:::er 
.,i;c)c$~ tcleccmm:..r.iotions !'tf\·ke J:'fO\'iders. On .-'urust 26. 1997. tht tr30f.:IC1icn .,, n .:"m!='!Clcd · :'l :;~ ~.:ul 
:·~,rm "hcrcb~ G:~I.•\Y ·-•:ss m.:r,ed with :utd imo Galaxy Acquisiticn Coil" .. J "holly·O'·H.cd ~~.;b~iCi~"' d 1!:c 
CompJny (th( "GJI:sxy ~lcraer"). Galax,_· Acqu.ishion Corp. subsequently changed its nlmc :~ G::l.l 
Pcr~onal C\lmm:;nkl!ions Strvices. Inc. In c:onnectian " ·ith tt:c G.:ll:~.,y :\terser. the former st"ckl'.,'!ce.rs d 
G;.~IJ:~.y recci\ cd ol!=j:fO\inl:Uely 51.2 million in C~lih ::ar:d 262 • .:03 rtstriC:Itd ~hares oi I he c\'r11pJn~ 's .:om:-:~l':-1 
,:.:-c!\ These ~h;tres !1:1d an inhi:al f:.ir \3lue of 3pproxim:nel)' S.J . .2 million. 

ln 3ddi\ion to the ~6l.Z03 sh:ues noted 3bo\'e, \he former Gala.\)' "od.ho!der~ \\ere issued 131.101 
~eslricted share!. of the Comp3ny·s common ~lock. Thtse Jh:lrn \\tre immediately pl:l.:ed inlo uc~ow. and 
.1long ''ilh Sl.S million in additions! c:onsidcralion (the "Gala1.~· Additional Con$ider:ation" ). \\ill 1:-c rc!e.1~cd 
::~nd paid to the former stockholders or Gal~~)' tonlinaent upon the realization of predefined )C\CIS cf pre· Iii\ 
10come from Gala,y·s operations durina four measurement periods bet"cen July 1. 1997 .!nd Dcceml:-er 31. 
:ooo. The G:~laxy .~dditional Considcr:uion m~)' be p~id, 3. \tiC option of the Comp:~ny. in the iorm of o~h N 

r~mkud ~h .... rcs of the Comp:any's c:ommon Sleek ,·alucd :at the then current mJrkel pri..:es. 

tJpon issu:ance. the 131.101 escro-.·c:d shires were valued by the Companr 31 par ,-:alue onlr. or S I .. H 1. 
Once condi1ioos for rele:ase from e,crow ha\·e been m~t. the rair market "alue of the sh3rcs ~~ mc:uured at 
1h.:)\ time. :~Ions "ith Jny Gal~x)' Additional Consideration earned. \\ill be recorded u 3ddidon3l sood" 1!1 :and 
~tockholders' equity. rcSJ:'CCli,·ely. 

The tirsl mc:asurcmcnt period for purposes or rcle:uin& u.:ro\\ed ~hates anll Pl~ins GaiJ\y .\~dui..:-:1,ll 
C On$ider.lli~n \\;a\ July 1. 1997 to December 3). 1997. In re\'ic\\in& GJI.l~r'l prt•t.l'C inc:omc performJn,c. the 
CompJny determined lh31 the earn·OUt rcrrormanc:e crilerion \\,)$mel. .·\c,onJinslr. I~ -~ I:' \'~cr., ·.,.:J >ll.J;.:~ 
.,, ere accounlcd r.:r a~ If relc.lH:d :.nd S.JOO.OOO or G:r.l:n)· .~dditional C.msuJcr:uiun lin the form c{ J .. &.-.fOJ 
restricted shares of Company common stock) were :accounted ror as if paid as "f Dcce mbt r 31. 1997. The net 
~:!feet o( lhil ac~ounting w:as 10 increase Jood\l itl and Slockl\oldcrt.' equi\) b)' .1ppro.\int.llcly 5:000.000 o~s Clf 
December 31 . \997. These escrowed lihares "ere relc:n.ed and additiOMI shares \H're issue.J to 1hc (Nmcr 
''ocl..holdcrs uf Gal.n) on f~bru;uy l5, 1998. 
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The acquis.ilion or Qab\y h:al been 3C'C'0Uftttd ror usinathc purc:h:uc method of :tccountin~ . '' '"'ordinsly. 
•the results of O:.tl:axy't orcrations h:~,·c been included in the :tccompan)·ina con~lid<~ted fin:mci.tl ,.,,uemcnts 
from .July 1. 1997. the etfecth-e d:n~ ohcquiJilion as ddincd in the dcfinith e ;•arcemc'nt J nd rt.•n l>f mcri!c r. 
The purchase price w31 :~lloc~tcd 10 thcassc11 acquired Jnd li;~bilitics ilUumcd b01sed on their cslim.ncd f:1ir 
\'llues as or the .dale of 3Cquisilion. The CllCess or purchue pril:c O\·er the f.:air \':llue of net ..t~SCIS ;u.:quircd. 
currently cstim:ued at :~pproxim:uely $5.1 million. h:u been recorded ~s sood" ill and is. be in~ :unoni1cd o'er a 
1 5 year period. 

Pro Form:a Resulls CJf Opcralion~ 

On " pro forma. un:~udhcd basis. Js if the :~cquisitions of AlT. \Vestee lnd Sunri~c had l'O:~oumd .1s l'f 
January 1. 1995. total s3lcs, opcr:atinJ income, net income and diluted nel income per com:non ~h:ne for the 
)Ur ended December 31. 1995 would ha,·c been appro.\imately S3B.IOO,OOO. S2 .~00.000. S 1.~00.000 :~nd 
SO. t 7. rcspec:th·cly. 

On a pro form:~, unludilcd ba5is. as if 1he :~cqui~ition of CIS had oc:currcd Js ~>f .IJnuar;. · . 19'llC.. totJI 
~Jics. optr3ting income. nel in~:ome and net income per diluted common share for the ~ c.tr ended 
Dec:cm~r 31. 1996 \\Ould h:a\·e been appro.,imately S6.J,SIO.OOO, Sl0.6SO.OOO. SS.:.:o_oco . . tr.d $0.; 7. 
rcspccth·ely. The results of •rationl for Gala:\)' durinJ 1996 and the first sh months \If 1 ~~ i \'ere n~>t 
m.:atcri31 :1nd therefore .ue not induded in the pro forma disclosure. 

These un3uditcd pro> form:~ rcr.ulls hl,·e 1:-ecn r rcrJred for comrarJii\C rurr~>~c~ ~:1;~ .o:•J ,! ;( lh'l 

necessarily indiC3th·c of the rcsuhs o{ operations which \\'ould actu:~lly hl' e occurred h.1d :!-e .~.:qui~iticns 
been in effect on the dates indic:~tcd. 

~OTE C: 1~\·E~TORJES 

ln,·entories are st3tcd 11 the lower c-f cost c-r m.:srket as determir:ed prim:uilr "" .1 flm·i:-:. ~:•H·.:"L:t ~'a~i~. 
To :~ddress potenti;tlly obsolete and slow m"rinJ in,·cntorics .1nd related market 'Jlu.nicn .:~ .. :~t.· ·.ct~t~. tl~c 
Company ch:naed to operations for the )ears ended December 31, 1997. I 'll96 .u:d 1 '195 .!p~·r..:-,imatel~ 
S 773,000. 5197.000 .:Jnd Sl62.000, respccth·ely. 

ln"entories consist o>f the follo"ina: 

S" itch ina systems. frames :~nd rel:ned circ:uit bolrds .... . ........ . 
El~c:tronic components ...... . ........... . ......... .. . .. . .... . 
Pay telephone p trtl ...•........ ... .......•.......... . .. . ... . . 
\Vork in proare~s .............. .. . ... ..... .... ......... . .... . 
Other finished aoods ........... .. ................ .. . ........ . 

S IJ,.u;., 7';0 
~.Si~.213 

1,331.S35 
1,7·U .36S 
I.O~·U3~ 

S.22.~26.91S 

5 f.. 'lli)~ .SS6 

2.:'39 .. H7 
~9~.315 

J.:n.9:6 
~Sl, iSS 

SI0.6.S7A12 

The !iWitchinJ S)'$1CilU. rr::amel and rel:ued circuit tx-:ud in,·entory at Dcce m be: t ; I. I~~ 7 i ndudc:s 
;~pproxim:uely Sl.S miUi~>n of consianed in,·cmory held .1t Rcsurgens Communic.lllolls Gr~'up (~cc 
"~Ne :'ol" J. 
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SOTE D: PROPERTY ,\~D EQCIP~fENT 

• Property and eq~ipmen1 is stated 31 cost. less :~ccunudate'd depred31ion :11 computed u~ing the !>lrlig.llt-
line meahod. Leasehold impto\·emenll arc dcprccia1ed o,·er lhcir rent:~inina e•&imated lease term. Estimated 
Jhes for other deprec:i:ablc assels ran&c from three to eight )'Uri. Depreciation e:cpcnse for the years ended 
December 31. 1997. 1996 :1nd 1995 \\'IS 51.0~0.000. S829.000 :and S690,000, respecth·ely. 

Property and tquipment consis1 of the fol,owing: 

Le:uehold impT.:l\·cments ............. · ....................... . 
Manufacturina :membl)' and test equipment .................... . 
Office fumilure :and equipment ............................... . 

Vehicles ........................... ·····················.· .. 

Accumul:atcd depreci:nicn ................ ·. · ·. · .............. . 

Dtctlftbtr ll, 
1991 1996 

S 91 S.2~S S 
9,86S.060 
1,739.870 
129.~98 

12.~9.656 
{6.9.15,101) 

686.683 
6.46~.996 

1.3~8.7~0 

8~.97S 

S,S6~J·S~ 
( S.906. 7 ~3) 

S S,704.585 s 2.6S7.'61 

The Compn)·luses ,·arious faci1i1ic1 and cquirment under openuingle:ues. As of December .H. 1997, 
future minimum p:'l)·ments under noncancelable OI'CfllinJiuscs with initial or remaining terms of more than 
Oo'lC }ClT Jre :apprO:\imately: 1998-5750,000. 1999- s~~:'.OOO. 2000- 53~1.000; .:OOI - S3CO.OCO; ~tid 
:00.2-558.000. 

Total ren1:1l c::<.I'Cnse under 01'C131inlleases for I he ~·ears ended December 3 I. 1997. 1996 .1r:d 199:5 \\ Js 
approxim•ndy S!.B2.000. SJ,)27,000 :and S6i0,000, re~recti\ely. cxdush·e of property taxu, ;ns~:r.Hh.:e J.nd 
cthu occup3nc:y costs generally pay:sble b)' 1he Complny. 

:\OTE E: TECHSOLOC\' LlCE~SES 

In ~farch 1996. the Company entered in1o a memor:~ndum of undemanding \\ith lnternltionll 
Communication Technoloaies, Inc. ("ICT") and Eaale Telephonics, Inc. ("Eagle") to manufacture, nurket 
and sell a new modular. diailal cenual office switch de\·eloped by Eagle. In July 1996. a long-term tec:,nology 
l\censing aJrcemenl v•as executed by all three panics. As consider:nion for this license, the Company paid 
Eagle S2~0.000 in car.h lnd pro\·ided it 5~~0.000 of manufacturinJ sel'\·iccs. The license recs paid Easle "ill be 
amortized to expente in connection wilh the first .:00.000 lines of phone ser.·ice pro\ided ror \\ ithin the 
S\\iiChes sold by the Compan)', i.e. 3ppro:cim:'ltcly S2.50 per line. In addition to the up-front consic:!cration. the 
Company agreed 10 p:ay ICT cenain royalties based on future sales of the switch by the Comp2ny. During 
1997. the Company expensed license fees :and royahics of 3pproxim3tely 5200,000 in connection '' ith \ines 
sold durina the )"Car. In connection "i&h this license :and 1hc U))'front consideration paid, the Comp:m)' 
rccch·ed 1.2 million rcwicled shares of E:~alc common stock. The f:air \·:atue of these sh:nes w3s not m:ueri:al 
:ts of Dec;ember 31. 1997. 

In December 1996. the Compan)' e:cccuted 3 lcchnoloJy licensin& a1n:cment with TCSI Corporation 
("TCSI") th:at ar:ants the Company the perpctu;~t ri&hll to incorporate TCSI's spread spectrum Code 
Di,·ision MuhipJe Access (''CD~IA'') based wirelesstecbnoloJ)' into the Comp~ny's products sold through­
out the world. Under the: terms or the aareement. the Con1rany :~!so h3S the riahts to usc the t.:ochnoloi!Y 
CO\ crc:d by SC\'I:n TCSI J.'Jicnu, 311 or"' hich addrcu digit:al dat3 ~i"nal• Jnd \\lfclcss .:ommunicatiC>Ol ~~ ~•ems. 
As total consideration ror this license: TCSI \\IS p:tid s~o.ooo in couh and 25,000 ~h:nes I)( rc~uictcd 
Company common stock. These shares had an initial r:air ,·:alue of appro:-~im;nely SI.SO,OOO. In additicm to the 
25.000 shares noted abo\·e. TCSI "·as iuued lS,OOO sharn of restricted common stock. These shares were 
im,ledi:uely placed into escrow and "ill be released to TCSI upon the e:1rlier of the tint commercial use or . 
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the tcchnolos>· by the Comp:~ny N the c'rir:nion of the two yc:u period from 1he d:ue the license " ·as 
C:\ccured. ·As of Deccmbtr ll. 1997. no c~crO\\cd ~hares had bten rcltoa!tcd to TCSI. 

~OTE F: GOODWILL 

Goodwill from ;acquisitions. rcprcs~tnrins lhc excess of purch:~se price p3id O\'er the \':lluc of net :assets 
Jcqu ired. is :ts folio" s: 

CIS .. . ...... ......... ··············· ··· ... ···· . .. - ·-·· ... . 
AJT ... I.~. I. 4 ••••• I •• I .... I •••••• I. I ••••••••••••••• • • I •••• I 

G:ai:IX)' .. . ... . ..... ' ............•...... ...... . ' ............ . 
\Vcs1ec: .. ............... · · .... · · · .... -· · . . . .. · . · - . -· . · · - . .. . 
Sunrise .. . ................. _ ................. . ............ . 
Other ... . ... . ....... ............ ..... .. .............. . .... . 

.~ccumul3tcd :am.,rtization .......... . . ....... . ..... ... ....... . 

SI2.~S~.2l9 

II._!.H917 
S.OS9.::6:. 
2 j.l,660 

s 
6,-l0:t.IS7 

1.329.035 
L.~S-UOO :!.159.~00 

JS-.1.902 .1!~.901 

3~.166.~83 lO.l76.6::~ 
(2.!06.282) (7~0AS~) 

S31.660.Z01 S 9.;~6. 1-ao 

Goodwill is bcin1 :.monizcd on a su:titln-tine basis o,·cr .:1 IS year period. The C omp:my rc,·ie" s the net 
'"lr~·inJ \':l)UC of JoodWiJI Oft :& reauf;U b;SSiS • .and j( deemed neccnary. Ch:USCS JfC recl)r~ed :tgJinst Current 
orcutions for :~ny imp:.tirmenl in the ,-aluc of these .:as1ets. No sisnific3n( implirment ch:trgcs ha'c been 
recorded tc- d:1te. Good"·iiJ is remo,·ed from the books "hen full~· :smortizcd. 

~OT£ G: DEBT 
Summ:a"' 

The Company h::sd r.o dcbr out!'tlndinJ 3:; of December 31. 1996. Debt Js of Dcccznbcr ~ 1. 1997 ,..,nsim 
of the folJowina: 

C on,·enible subordin:stc:d not-es. . . . . . . . . . ... . .............. . . . . . ... _ . . ... . 
Capit:al lease obliaations and other debt . . ......... . ....................... . 

Tot31 debt .............. . .. .. . ..... . .......... . ............. . . . 
.~mount due within one )'ear ............ ............................... . . 

Lon@! - term debt .. . .•.. . . • . .......... ...... . ... ...... ... . . .... 

SJ 15,000.000 
3~S.7l3 

115. ~~S.1ll 
.(81.739) 

Sll :U6l.98.a 

Jntereat paid for the }'ears ended Deecmbcr ll. 1997. 19~6 :1nd J99.S was 557,000, S3S2.000 and 
S!'07 .000, rcspccth·ely. 

Con,rrliblt Suburdinafcd Sottl 

On October l, 1997. the Comp:any t-old SIOO.O million in :~urea ate principal amount of con,·eniblc 
~ubordin3tcd notes (the ··Notes'') under Rule I~-'" of the Securilics Act of J933. The Notes bc3r interest at 
the r~tc of .a.S'O per annum. arc eon\·cniblc into Company common llock at ;,tn initiaJ price of SJ7.03 ~~ sh:arc 
3nd m.1turc on Octobtr J. lOOl. lntcre't on the Notes is pay:able on April I and October 1 or C'3C'h )Ur, 
commencina on April I. 1998. Th• Notes arc acneral unsecured oblia;uions or the CompOJn)' .lnd .lrc 
subordin:ato In ri;ht of p~t~'"""' to tdl Uillina ;,nd r.cnlor indebtedness. The Company rccc:i,cd S97 .0 million 
from the l>IIC of lhc Notes. ::llf1er lhc ::llpplic::uion of the inili::lll purchasers' di~COUDI fcc\ or SJ.O million. 
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In ;sdditiQn to the Notes ~ld on O..:aobcr I. J9lj}7.the Comp;,n) ~rant~d the initi.•l run:h.l~!:'r~ ;m ''l'ti,•n to 
purch:ne up t~ :~n ;tddition31 SIS.O million i~ N~les to c;o\·cr mer-,1llotmcnl'. On October~!(. 19~7. the initiJI 
purch:~~en e\etci!-~d the o,·cr·:lllo11nenl opuoflan rull ;,nd the Company re~ci,·cd otn :sdditi,ln.JI S I ~5~0.000, 
3fter the :applic;ttion of the initial purch3Jtrs' ~i•count fees or s~~o.ooo. 

The discounl rees and leaal. :tccountinJ. printins :md Olh~r C\pcmcs (the "Debt i~suancc CO" "'' ) related 
10 the Notes offering amounted 10 :tppro~i.natel)' s~.o million • • md .lTC l'CinJ ;unortized h) e\ptme 0 \ Cf the 
fh·e re3r term or the ~otcs. Durint 1997, &he Co~np:an)' rec\'\anized ;~prro,inutel~· 5~00.000 ,,f debt i!o!>uJncc 
cost amortiz:niCin rel3ted to the Notes. Debt inuance costs of ap~'ro,im:~tc:l~· $3.8 million ;u.: included in 
Other assets on the Con1r:m)"s December J I. 1997 b3bnce ~heet. 

Bank Debt 

Jn Dcccm't:er 1996. the Company"s 3JfCcment "'ith :a l3rae EurC~re;~n 'l-3nk w;ss :~mcn~cd 10 mcreJ~c its 
rc,·oh·ing line of crcc!it to $1 0 million. Borrowin11 under the line :arc secured by a flm lien on ~ubstJntu lly :til 
the a~$ets of the Comi'lny. The bank aJrcem~nt. "hich expires in ~b"h :001. ccnt:1ins st:mdHd lcndina 
CO\'enants indudins ftnJnci31 r:atios. restrictions on dhidcnds 3nd limiutions on :~ddition~l debt :\nd the 
disposition of C.:~mp3n~· asseu. lntcrt~1 is poaid 31 the Ute of prime plus Jl ,cc, or Ll BO R ~'Ius ~~. ;1( . Jl 1 he 
option of the CC'm;>lny. 

Prior to 1996. :l:e Comp3ny"s principoal source of debt tin:a-:1cins since ~~3~ 199! h:n been "ith this 
Eurcpc.ln \:o:!n~. In O::C':'l:':CCtion with orerating kue~ C~}:'cricn.::ed by the CC'mj:':tny. T61r~:.:turing p~grJmS 

implemented by the Cc:-mp.ln)' and violations of tin1nci3l CO\"C:n3n\S estlblishcd b~ the L'Jn!... the bJnk 
:tarccmcnt \\:IS amcnc!ed se,·cr:~llimcs durin& 1992 throush 199~ to ~cfer pri r· dj:~:al I'~~ n:cnts lnd rcnr~; ctl.. rc 
fin3nci:al co\·c;,.t:~•s . In considcr:ation for the oriain:al credit f.1cility lr~d the srsnill.:Jnt c.:on.:t:;; :-,.-. ~ :'r.:>\ i~cd 

during this tcri.:-J. the b.lnk recci\'cd ":arr:tn11 to pur.::huc )~0.000 ~h.1;cs d the Con~p:tn~ ·s .:,,m •. ~~., ~: ,,.:;.; .lt 
:ts then current m:trket price or SI.:S per 'hare. 

In Jul~· 19-il~. t!:e ComJ.';,ny recei"cd 3 new Sl million re\ohing line of cr(dit fr"m 1!-.c t' Jr.k. 1:\ 

'onsidn.lt!on f.:-r t!~.: iir.e of credit and a reduced intere~t r:atc. ::~e Comp.tn~· pJid tt'.c b:tt:k .1 s : 0.000 
origin3tion fcc and i~!oced the blnk W3rr3nts 10 purch:sse 100.000 •h:are~ of the ComJ.':an~·· ~ common !-icd.; ,1 1 ia 
then current market price of 53.82 pc=r 'hare on or prior 10 October J I, 1999. Jn October 1995. t"'" bar.k plid 
the Company SS~2.000 to uercisc ;~II ~60,000 warr.lnts (Sec .. ~ote 1·· ) . 

In Octot-er 1996. in ~onnec1ion ''ith :a secondary j:~ublic equity l)tfcring comrlctc:d b~ the Coml-'·'"~· the 
Company p;aid the \:o:1nk S~.9 million to pay orf the out~tandins rrinci~•J I l-otl.mcc "" its :t:rrn loJn. 

~OT£ H: STOCKHOLDERS' EQL'IT\' 

Durin& Seplembcr :Jftd October 1996, ~.~87.~00 r.h:~res of Company con1mon stock "ere sold in 3 
secondary public oft'crins :u a price or SS.OO per sh1re. The Comp:.ny receil·cd $2~.1 ~6.250 fronl this oft'erin1. 
net of underwritin1 discount~. The Compan~· incurred additional '"rcn~es or appro,im:udy S8l5.000 in 
connection with this otlerini-

During June :and Jul~· 199~. l.lt\8.000 restricted Jhllrcl or \he Con\j:l:llny's COnlnlt'n ~~ ~''" \\(rC ~~·ld in ;! 

pri\'J te pl:tccmcnt for .1 srofot l:<'nf.idcr.llion or S2.9~0.000. NiH then \'UfJtnl m:trl.tl 1'11•.: ,, j <. ~ •o I' .: I ·h.t• t' 

l'aul.:ip..1nt5 in thl! ,·:l'crinlJ .tiJo rec~i\c:d \\:trr; ln\ s 1\) ~·ur~:h.ue .1 ,~,t.•l .-( 1.1<•8.01.'0 d .:<.l.!r t;, .:l.d , \r.tf( l> ...r 
rutrictcd common ~tock a l S3. ~0 per 1-h•u~ ~'" or ~·ri"r 10 June :o . .:ooo .. \rpr\.l \111\.lh:l~ S::!i~ .(\(1() e>( the 
olferina was purc:-h;t~cd by the directon ;and man:aa;cancnt or the Comp:~n) . In Oclot-.:r 199~. ~todh,,IJc:rt p.1id 
the Comp3n)' apprO.\itn;Jitly s~.l million to ncrciJe all \\;urants issued .IS ·' rcsuh l)r I h.: pll\ Jlc ~rfurns ( ~te 
" No•e 1"). 
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In connection •ilh the Comp:.tn)·'s initi11l public otrcrina in AuauJt 1991, aU or the c~istinc holder:. \If I he 
Company's common •tock pJaccd in escrow ~n ;~ure&iltc of 672 .. U9 sh:ares or the CQmp3ny) ,~,nHn,,n ~•ock. 
As of Ausuit 12. 1996. the aermin;,nion date of the escrow aarccmen1, the condi1ions for rclc:.se ,,r the ~h.uc:s 
had not btcn met. Accordinaly. the 67l.·H9 CICfO'A'Cd shares or Company C'OnlOlOII :>IOC'k \\Cfe returned 10 I he 
Company and btcamc :authorized but unissued shares. 

~OTE 1: STOCK WARRANTS AND OPTIO~S 

Srock W1rran11 

In connection wilh various tin:anci31 trans:sctions completed b)' the Complny during 1992 10 199~. cquil) 
in,·csiOIS (sec "~otc H"), debtors (see ··Narc 0") :and ccrtillin consull.1nu "c:re issued \\,1frJnts to purch:ue 
shares o( the Company'• common stock in the future. All or thcJC wanants had ucrdse prices th.:u "ere set :n 
or abo,•e the then cumn1 market price of the Company'l common stoc:k :1t the respecti,·e dJtcs ~.>f grJnl. 

In October 199S. 1h~ Company rai~d appro~im.atcly 56.S million of n:w ClpitJI lhrc~o.s-h the C\crci~c C\! 
pre,·iousry issued warranu; and non-qualified options to purc:hase l .J.ll.SS.l sharn "f 1hc CCimp.ln~ · s c()mmon 
stock. or the 56.S million r:tised, :tpproximJiel~· 51 .6 million "'" in\'CSICd by !he director~. llllnlgtmenl Jnd 
the princip:dlcnder or the Company. In ncrclsinJ their wamnu or options. in' t~tNs h:~d the .:-pti,":l vf pl~ in~ 
c~sh or ~uculi111 an 8~ interest bt1rin1 note pa)·able to lhe Company. Appro:otinutely S2.J milliC'n of 1he 1o1JI 
prOC"ccds was paid in cash and SJ.I million throuth notes. The notes were plid in full by ~!Jrch :9. J99t.. 

AI or DcC'Cnlbtr .H . 1997. there \\CfC r.o \\.:l!r3n1S outstandina to purclu~e c omr.:.!'l~ •~"nH:~~'" ~tcck 
e~cept (or the DireC"tor \\,Urant plans discussed belo.,.. 

Director \\':arrant Planl 

Jn December 199.J, in an effort to attract and retain upcrienced cxecutiH~ '" sci"\ e li .:'"JHi<!c direct"rs 
for the CotT.panr, the Companf• Bo1rd o( Directors :~doptcd 3n Outs.i~c Directorr.· \\':.rr::.•t Pl.1:1 (she 
·'PI3n'') . 

Jn Dccembtr 199.&, three new outside directors of the Comp:1ny "ere a"arded a :('1131 of J~O.OOO 
w:mants. E1ch director rc:ceh·cd I ~0.000 wanan111nd Clch w:aiTant entitles the director to FUrch3se C"ne share 
of the Company's common stock on or prior to December IS. 1999 per the rollO\\ins terrr.s: 

50,000 ..... ..... .. ............ . .. . ... ................... . 
$0,000 ............ ......... ... . ......................... . 
so,ooo .... . .. ... .... . .... ................ ............... . 

£\tr(l .. 
Prlc. 

suo 
2H 
J .OO 

Deccmhr 1 ~. 1995 
Dcccml:-cr '15. l99S 
Dcccml:-cr H . 1996 

Concumnl with the lbo\·e initialarant, a fourth outside director o( the Compan)' ''as 3\\ :udcd 126.000 
warunts. The term• or this arant were exactly It thoM described abo,·e except lhe number of '' arrants :tl the 
SI .~O cxcrciJC price \\ 'oilS set at 26.000 instc:ad of ~.000. 

Durin1 1997. oul5ide directors paid the Company approxim~tely 5900,000 to c\erci'e 3~8.t-60 ":Jrnnu. 
As of December ll. 1997, 2J1.3~0 warrants lrc c.\crcis:~ble by 1hc Comran~··s c-u1~idc d~rc.:1cors under 1hc 
Plan. 
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In Dtctmbcr 199~. the Comp;~ny·s Bo:ard of DircctOJ1 ;1\\:ltdcd StC\'CR A. Odom. "ho joined the s~':trd 
in October 199J :~nd bcc:tnle Ch:~irm:an in No,·cmbcr 199J. an inili:al ljrant Clf J~O.OOO \\ ;1n .um undrr the 
PI.Jo. E;,ch \\;trr:lnt entitleJ )h. Odclm to purch;~sc one ~hue "f the Comr:~n~··s contnh'll ,,('d. ,.n ••r priN.Io 
December 15. 1999 per the follo~·inatcrms: 

£\rrci•• 
WarraniJ rrlc• \ r•rinF 

1~0.000 .......... . .....................•... .. . . . .... . . .. . suo Dr.:-embcr 15. 199S 
150.000 . . .. . .............................. . ....... . . .... . 2.25 Drc('ml•tr I~- 1~9~ 

1!'0.000 . ... . ......... ........................ .. . . ...... . . J .OO D('.:('ml-.:r I~- 1996 

In ,\usust 1997. ~lr. Odom p:aid the Compan)' 522,.000 10 t\ercisc 1~0.000 \\;Hnoa Jl Sl ~0 .. \s Cll 
Deccmbtr .31, 1997. JOO.OOO w:arrantl arc exercisable b)• ;\1r. Odom under 1he Plan. 

In December t99J. the 803rd also 3doptcd the Direclors W:uunt lncenzi,·e PIJn. ~ursuJnt 1o ·.1hid1 1he 
Bo3rd. beginnina in 1997. m:ay •r:lnl to each director on an 3Rnu:\l basis ''lrrlna to ~'ur.:h.l~c up\() ~0.000 
~l1::rcs of C ompln} coJmmon ''od 31 an exercise price per sh:~re equ~lto no leu I han II oc-c of the fJir m.:u~et 
,·atuc cf the ~llmmon ~toc:k :u the d3te of ,;r.3n1. W:arnnu may ('RI)· be issued unc!er thi~ ~l:sn if the C .:-mpJny·s 
, 0 mmon ~loci.: h:~s appreci:attd b~· :11 compounded annu:sl a,·crsae t~te of in ex~ess of 35'( fllr 1hc i"ur ~ eJrs 
prtccding the ~car of ~rani. In :\larch 1997. the four llUtside directors of the c~'lllr.m~ \lCre e.!.:h ~r.lnlcd 
wJrr3nts to purc:h:ae ~0.000 shares of Company common sto.:k 3l 59.21 rer share. Thc!c ·.,Jrr.!n:S 1:-e"J';:e 
fully 'c~led ~'" Decem~r 31. 1997. 

The '~Sling llf 311 \\3tr:lnll :awarded put~ulnt to the plans abo,·e '' in toe ~ubje" to t~e •hrcc~or til "h.:-m 
su.:h \\lfTJniS hJI'C t-een srantcd attcndina 3\ leall 7~'0 o{ the "'cetinas of I he Bo:~rd of Directors f.:r ·l:e ~ C.ll 

in .,, hich L:ch "lrr:\nU :ue scheduled 10 \'est. Notwith51andinJ this limit.ttion. the "Jrr .!r:ts to toe J'·' ul!ed 
pur$u:lnt to 1he rl:lns will become immedi:nely exercisable (i) if the Company is 10 ~e ,·.:on~olidJ~~,j .,, uh ~'' 
Jcquired by 3nother cnlit~· in :a merser. (ii) upon the sale of sub5t:tntially 311 I)( the C-:-i:1~'J0~ 's :ISseiS or the 
s:~le c-f ar lust 90~"e of the oumandina common stock of the Compan~ to 3 third plrt~. (till ~.:ron the n~cr~cr "'' 
con~olidation of the CompJn)' ~o~oith or into any other corporalion or the mcrser vr c0nsolidJticon "i Jn~ 
.:orporation with or into the Company (in which consolidation or merger the shuthl•lders of the Comp.ln)· 
rtcei"e distributions of cash or securities •• a result thereof). or (i\') upon the liquid:~tion or dissolution of 1he 
Comp3ny. 

Srock Option Pl::1ns 

In 1991, the Comp:~ny's "ockholders.:~dopted the 1991 StO<:k Option Pbn (the " 1991 Pb.n" ). The 1991 
Plln. as amended. pro,ided ft'r the Jr:llntins of up 10 3.~00.000 options .. \s of December 31. 1997. no cption1 
were available for future srant under the 1991 Plan. 

In December 1997. the Company"s Board of Dircc1ors authorized the adoption of the 1998 Jnccnti'c 
C'compens:~tion Pl~n (the "1998 Pl:an""). The 1998 Pl~n. \\hich is subject to ~h:mholdcr Jp-p-ro,JI. pr.:~lidcs for 
the gr:lntinc of up 10 S,OOO.OOO options. As of December .3!. 1997. there \\ere J.Ol.:-.000 optk,ns :J\Jtlablt for 
future grant under the 199S P13n. 

Thc~e pl.,ns .11!0\\ the Bco:nd of Direci('U to sr:tlll non•'IUillifi.:d .tnd in•..:nti\ e q~,.-1.. q·t;,'ll' ;,, I'UI~ h .•• ,. 
the (.' om1'an~ ·~ cornmon stod: at :~n c\Crcise price not lc!!-S 1 h:1n r air nurkct ':~I uc .1~ \'f 1 he ~r .m1 d.tlc . 0 1·u"n!!o 
issued under these pl.:~ns typica11y \'C" O\'Cr ::1 four year period. Options a~o~o ardrd under the 1991 Pbn .rnd the 
1998 Plan :are subject to the s:tmc \'Cstina :.cccJeration pro\'iJions described 3bo'e under the Dire~tor '' ;IHJnt 
plan~. 
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The folio" ing t •. tNe foumm:ubct I he Xlivlly rcladnJ lo bolh pl:~~ns: 

"'""''*' ''''·'~' or 0~11011, l'rlcr 

Bal:snce at J:.mu:try I, 199S .............••.•......................... 76S,S57 Sl.70 
Options gr:~ntc:d ...........................•.•...................... 
Options exerci$ed .........................•.•••........... , ........ . 
Options 13psed or ~:1nceled ....................•...................... 

1.2-16.327 H•::! 
( 167.-100) U6 
i 16::!.9$S) 1.9) 

B:slance at Oe~:~:mbl:r 31. \995 ...................................... . l.to81.8~9 -1.:0? 
Options sranted ............................••...................... 883.:69 $.03 
Options exer.::ised. . . . . . . . ... · · · · · ............•..................... 
Op\ions lapsed or c:~nceled ............•.......•.•......•......... . ... 

(I i0.030) U7 
i67.940) $.3S 

Balance al Dcccm~r 31. 1996 ..•................................... :!.327.128 to.us 
Options granted ................................................... . 1.955.~00 ll-.9:' 
Options e.,ercised ......... · · · · · · · · ................................ . . 
Options lap~ed "r c::.nceled .....................••.................... 

{647,i00) ;_ 77 
~so,.a.:o, 7 ~~ 

B:.!lancc at December 31. 1997 ...................................... . 3.55-1.488 I 1.14 

E:o:ercisabJ.: at Oe~:cmber 31, 1997 ................................... . I.IOI.SOO 7.6-1 

He options outst:mdin!J :l.t December 31, 1997 hi\'C bten seareaated into four price unges fN .l~diti.:ln.tl 
.~i;c!osun: as follo"s: 

R~n't of 
E\tr~iJt PriHs 

s 1.25-2.:::!:5 .......................•. ; ....... . 
3.78-3.97 ................................. . 
7.00-9.i5 .......... . ...................... . 

19.00-15.::!; ............................. · ... . 

OptiOIII 
Outslar~dlll' 
·" 1!/)1/t 

78,863 
41-1,!-00 

1,624,125 
I.·H7.000 

Wtllllred·.~•trill't \\ ~i;:hltd· \• ····~~ 
n•llnh'l f.~·"''' COIIUICIIIIIII iCt Price. 

1.9 s I.~S 
2.7 3.~9 

3.7 s 01 
5.0 19.:s 

In December J99!i. the Company offered 1 \'Oluntary salary reduction pro8r3m for 1996 tlw resulted in 
the grant or -12-1,627 non-qualified stock options at the a hen cumnt markel pri'e of S 7.00 per share. Salaried 
~mplo)en ,·oluntarily :~greed to reduce their s.1laries by 5149.2.54, i.e. S2 in eschanae for e:sch stock option 
sranted. The optiCinS \'CSted based upon the anainment or spec:iftc financial and operation:!) objC'Cii\ es ~\Iring 
the year. As or December 31. 1996. these options had become fully \'ested. 

In December 1996. the Comp:.ny offered a 'Jimi1ar ''oluntary salary reduction proaram f.:>r 1_997 that 
resulted in the grant of 413.019 non-qualified options 11 the then current market price of SS.OO per shJre. 
SalariC'd emp!O)c:tS \'Oiunt:r.rily aareed to reduce their Plaries by 5826,038, i.e. 52 in exchange or eJ.ch ~lock 
option granted. The options ,·ested baled upon the Company achievina key operational objecti,·cs durin1 the 
ye3r includin1 251\ internal sales IJ'O"'lh. imprO\-ed iD\'CDtOI)' tumO\'Cr and specific enhancements to the 
Company's quality and information t)"ltems delipcd to facilitate arowth. As of December 31, 1997. these 
options h3d become full)' ,-csted . 

. -\n additional element of the 1996 1nd 1997 \'O)u.,tary sal11ry reduction prosr3ms ;oro\ided for the­
pote-ntial rc-p:s~mcnt ~f ~>~lariu if ccrt:»in pre-au 1ncome :amounts arc re-alized b~- the Com~'Jn~. Full 
r.:pJ~ ment was earned :md recorded to expense in 1996 and a 3Qt"D p:srtial rep:a) mcnt "as e:lrn(d .111J r.:.:,•rt!.:d 
to npensc in 1997. 

In Ausu~t 199~. the Comp.1ny aranted iu new President :snd Chief Operatins Officer JOO.OOO options :11 

S3.iS per share. the market price of the Company's common llock on the date his offer of c-mplo~mtnt ":IS 

.1cctptcJ. These ortionJ n:-!1-t ::!S'lo on each or the first four annh·ersarics from the initi:tl date of ... m~·lo~ mtnt. 
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In Dc~cml'"'' 199~. 1hc Comp:lny gr:lnlcd its Cho.irm:m ~nd Chief Elecuti,·c Officer :~nd its Vice 
Prc~,knt :\nd Chid Financial Officer ::00.000 3nd ~0.000 (lptions. rt~~cthtly. at the then m;nl,;ct rrice of 
57.00 ~·.:r ~lwc. The ~00.000 options \C.Ied ~o-:\ on the llnt '"o annivers;~ries from the dJic of &rant. The 
50.000 options h:sted !S'it immcdiatcl)' :and the rcm:1inin1 2S~ on uch or the nnt three Jnni,·crsaries from 
the dale or ~rani. 

Jn December I 997. the Company m:\de ln initial &rant or 97~.000 options under the I 998 PIJn to its 
Ch;,irm:1n ;md Chief Exccuth·e Ofticer (~00.000 options), Prc5ident and Chid Opcr:.ting Officer (300.000 
.:options). E'ccuth·c \'ice Presidtnl and Chief Financial Officer (~00.000 options) lnd E\ccuti'c Vice 
Prcsidc::n\ or Bu~ines.s Oe\·clopmenl (25,000 options). These options. which lrc subject 10 SIOckholdcr 
•1ppro,·.1 1. ,·est 2~~" "" each of the firs I four anni,·crsarics from I he date of aromt and arc C\crciuble 3t SJ 9.00 
per sh.1re. the marloet price at lhe d:11e of aranl. The date the stockholders appro,·e the 199S Plan will btcome 
the mc:J~urcmcnl d:ne for purposes of computina com~nntion eKpensc, if any. If 1he stock price :u of the 
me:~surcment d:ne e\ceeds 519.00. then the total compensation imp3ct "ill bt the ditfcrcnc:c bet,\een stock 
~'ri~c: ;11 ::1c:: mcas\:r~ment d:ste 3nd 519.00. The Compan)' \\ill record th3t ex~nsc ratably O\'er a perir j or four 
~(;Jr~. 

Pro Form:1 Rcsulls of Operations 

The Company has elected to f"llow .\PB Opinion ~o. 25, ",\ccounting for Stock l~sucd to Emplo)ccs: · 
.~r.d rcb!cd lnttrprct:ltions in 3ccountinJ for its emplo~·ec stock options. Therefore. no comrens3tion co~t h:Js 
:-c.:n r<!c.:-~nizcd rei:. ted to stock oplicns. If the comp3ny had elected to account for its st0ck options under the 
f.1i r , :~ lo.:c meth-:od c-f SF.\S ~o. I 23. ''AccountinJ for S1ock-Bascd Compens:uion··. the (.,mpany's r.c t 
i1:comc .!r.d net i:1comc J:'Cr common sh.uc would ha,·c been reduced to the pro fcrnu lmounts i:1dicJtcd 

l.-c: '"" : 
1"1 1996 199S 

:-.; c I I OCI)!l~C 
.l.s re .. ~ncd ..... .................... · · · · · · · · · · · . Sl ~-13~.103 S6.7iS.~..I1 Sl.I72.-U3 
Pro rorm;~ . ..... ........... · · · · · · · · · · · · · · · · · · · · · 11.3SO.OOO 6.100,000 950.00() 

B:1~i:: EPS 
.l.s reported .. .. ................. · · · · · · · · · · · · · · · · 0.76 0.52 0.15 
Pro forma .......... .......... · · · · · · · · · . · ...... . 0.66 o .. n u.11 

Dilu!ed EPS 
.~s reported ..... .... . ............... · · · · · · · · · · · · 0.70 0 . ..16 0.1.2 
Pro form:a ..... ... ...... ........ · · · · · · · · · · · · · · · · 0 .61 o .. n 0.11 

The Black·Scholc:s option ,·alu:nio!'l modtl was de,·clo~d for usc in estimating the fair ,.3luc <.f ti:adcd 
options th:u h:~,·e no ' ·cstins restrictions and arc fully transferable. In addition, option ' ·.aluation models require 
the input of hiahly subjectr:e assumption•. inc:ludina the e~pectcd stock price ,·olatility. Since the Company's 
employee stock options ha,·c characleristics sianiftcantJy difrcrcnt from those of traded options and changes in 
1he subjccti\'c mput assumptions Cln m:ueri~lJ)' afr~ct the fair \'aluc: estimate, the e.,isting models. in 
: n:Jn:~gcment's opinion. do not necessarily pro,·ide a rcli:lolc single measure of the fair ' '31uc of the Company's 
.:mplo) ce !'lock options. 
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The f:.ir ,·alue or each op1ion hu been cstim:ued on 1hc d;ate "( ljr.:mt u~in~ a Blad:-Sdwt.~s C>pli\,n· 
pricing tnC'dcl \\ith the following "tighted a,·er:tgc assumptions used for s~-mls in . 1997. 19% .md 199~. 
rc$pecti"ely: 

19117 I"~ '"~ 
Dh·idend Yield . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. .. . ... . . . ni:J n /.1 n/.1 
Expected ' ·ol:nilily . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . 
Risk· free interest r:'lle . ........ . . .......... ........ . .... .............. . 

. u ~0 ~0 
:.:. ~ . I (d) 

E~pccted life or stock options (in }·urs) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . u }0 -'0 

~OT£ J: RETIRE~IE~T SA\'ISGS PL\N 

The Company has a retirement sa,·ings .&01 (k) pl:an 1hat co,·cn subst.1nti:llly :111 emplo~et$.. The pi:Jn 
pro,·ides for the employees to ,·olunt2rily contribute a ponion of their compensation on 3 tl\ defcrrcd b~is :md 
"!lows for the Comp;any to m:~ke discrction:uy matchinJ contributions .1s determiner! by tl:c B..,.nd C>f 
Directors. For the ~urs ended December 31. 1997, 1996 :\nd 1995. the Comp:ln)· .:onlributcd .lri' '"'' im.llcly 
SI09.000. S.&l.OOO and 519.000. rcspecth·ely. in the form of Comp3ny common !-U~ck to the Pb n. In 1997, 
Comp~n~· contributions were b:ued on ~ ~oro match to cmployet contribution$. up to the rim ~ i' r.:rcent 
conn ibuted. 

~OTE K: I='CO~I£ T.\XES 

The Con,p:.ny uses the 3SSct and liabilit~· 3ppro:Jch for financial accounting : ·d reponing fur in.:un~e 
IJXCS. Cert3in e.~~:,:-enses .:ue reported for financ:i:d 3CCOuntinJ j:Urposes in different r~ri.-cs th .• :l f.•r :~.:\.'ll:c !.IX 

purposes. These tempor:lry differences :arise primarily from depreciJii,, n. t'.!d d.: l•t ~e-~e r1.: ,:. m, e •• : .. 'c; 
,·alu;uion :and ' 'arious rcscf\·es. 

The pro,·ir.ion for income taxes for the yean ended December 31. 1997 and 1996 " .t> .:.:-mru ted in 
Jccord:~nce with SF.~S No. 109. ··.~ccounting for Income Taxes" :1nd cun~i)IS of th~ iolll>\\ ir.!!r 

Current in,ome 1.:1xes 
Fcder.1l .. ...... .. . . . . .. ..... ... . .. . ..... . .... . . .. ....... . 
State .. .... .. . ..... . .. .. . . .. . .................. . .... . .... . . 

Deferred income ta:<es 
Federal ............ . . ... . . . •.... . ..... . ... . .. .. .. . . ........ 
State ...••.. . .. .... ....... .. .. ... .. . ........... . ........... 

Total income t:axcs . . ....... . ........ .. ....... . ... ... .. . 

\'nr End~d Drun1brr ~I. 
1997 1G06 

S:'.36~.~00 51.009.003 
613.000 IS9.1SS 

:>.975.500 1.198.191 

1 .~00500 ( J0!'..&25) 
160.000 1-'7.6~) 

1.560.;{)() !-'~3.t22) 

S7.S36.000 s 7.1 :'.069 

,·\~ or December 31. 1997. the Company h:as capit:tl Jon C.lrf)fOI"I :'trds of .lppro,im.Hcl~ Sl .::! •mlli,, n 
c., pirins in 1998. 

As ;a rcault of the e\crcisea of non-qu:~lifi~d f.IO.:k ''pi ions and "arr -'"'' b~ 1 he C omj.•.m) · s direc 1on Md 
(lllploycu durinJ 1991. lhe Comp;~ny has ruliled .. rcder;al income tall bcncfll of olppro:.imalely S6. 7 11llllion. 
This tu benefit h1s been accounted for :u ~ dccre:\sc in turre.n\ income ta~es pol):able and :1n incr~a~c in 
capital in exceu of par v:.lue. 
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~on~:s TO CONSOLI DA-rED FINA~CIAL STA TE~IlNTS - (Conlhtutd) . 

The r.ro,•i!'ion for income 13:\CS differs from the :~mount compuiC~d by :~ppl)·inJ the statutory feder:tl 
income t :t'( rate tO income before income t:neS. The WUJctS :tnd, t:tlt effec11 of the din"erenct5 Jre JS foiiO\\S: 

\'tat E••d Drcrmbrr JJ, 

'"' •"' 
federal t:J:\ illl 51tAtulory rate .•. . ... .. .... ......... . 
Eft"ecl of: 

57,110,000 3S.&l, S2.SS8,028 J.a.<n, 

State I;Slt, net of federal benefit ......... ........ . 82S,OOO J .O 373,0JI 5.0 
515,000 1.8 190,000 ., . .. ) ~ondeductil'le purch:ue ~djustn,ents ...... ....... . 

Reduction in , ·:tluation allo,.·:~ncc. utiliz:uion of net 
oper:tlina tou carl)forv.·ards and reduction of 
rcscn·cs .•. .. .• .....•.........•.......... . .. 

Income t:11x e.,pense ........................ . . . . 
(1,07.&,000) ill> 
S7.Sl6,000 36.5~ 

(2.376,000) (31.6) 

S 74S,069 9.~ 
IIZz::a -= 

Sii~ific:tnt compo:~enu of the Company's deferred income tu .uscts and liabilities arc J' rollov.s: 

December )1, 
1991 1996 

Deferred ''" assets 
AccTUed li:tbilitics ... .. .... . ........... . . . ... •.. ....... . ..... s 97S.S9.& s i9l,S09 
=" ct orcratins lou carryro,.. ards . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . U19.6~S 
c~pital Joss car~1'0f\\ards . ... ...... . ...... . . . .... ... ..... .. . . •93.071 J!'),JlS 
Other ... . ...... .. . ..... .. .. . . . ...... ...... . ...... . ....... . -'SS,OO . 31-1,6.:6 

1.926.666 3,108.SJ1 
oc:rc:r:ed tJx li:tbilitics 

Dcpreciation/amoninticm . .......... .... . .. . ..... . . .. ....... . (J96,147) {~06,JSI) 

Other .... . . .. . ...... ................ ..... . ....... ......... . ()82.:67) 
\'3h;:uion :~llo\' ancc .. .. . .................. .......... . . . .. . . . . . . {J93,071) {JSO.JlS) 
~~t deferred tn assets ........................ ....... . . . . . .... . s 7SS,OSI 521221.632 

The ,·31Uation :tllowance relates to Clpitallosses whose usc is limited to capital gains the Compzny would 
record. These losses will e.,pirc durins 1998. :snd currently there arc no foreseeable nents '' hich \\ ou ld allow 
for the utiliuticn of the losses. 

:\OTE l : S,ECIAL CHARGES 

In the second quarter of 1995, the Comp:sny recorded a one·ti me speci:ll charae o ( 5980,000 for the 
followins hems: 

Wrile·down of test equipment and related toolina ...... ..... .. . .... .... ..... ... . 
Consolid:~tion or repair operations ... ..... . ..•.. . ........... . .................. 
Retirement benefits and reloc:ation costs . . . . . . . . ........... . ..... .. .. . .. ..... . 
Oth~r ............... . . •. .. .. . . • ... .. ... ............. ... . .... ...... . .. . . .. 

S67S,OOO 
9S.OOO 

150,000 
60,000 

S9SO.OOO 

. .l,s J result o( the significant decline in .al\aloa circuit board repi4ir rc,·cnuu npcrienc:ed by the Company 
in recent )UU, the shift in mateJic focus to new diJital repair scn·ic:u and programs offered by the Company 
in 199.5, the :~cquisition or AIT and olhcr market considcr:~lions, the Company elected to consolidate cenain 
opcr:nions and sipifican\1)' v.·ritc·down tho net book value of ccnain assell related to repair o.,crations. These 
:\S~rts prim:ui ly Jcprescnt tnt cquipmcnl, toollnJ, dies and diagnostic: programs for the rep3ir of analog 
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tc:Jccommunic:uions C:'t"ipmCnl. r\11 of these :\S~C:IJ \\CfC c;epit;ali.rrd in 19ti8 IO 19~0 m '''IUIC:,Ih•n " 11h 
Jcqui$itions IJl.lllc hy the '''llll,:tny. 

~OTE .\1: REUTED PARr\' TR.-\~S..\('TIO~S 

In October 1997, John D. Phillips. :a direc&or or the ((lmpan)·. cnh:rc:d into ;I ~cries l,lf .ll'!f!:C:IllC:I\IS 
,,hereby. 3mona oaher thins~. he bcc3me the new Ch;airm;,n ;and Chid E'l.c:cuti•c: 011\cc:r ~r Chc:rr~ 
c ommunic3lionl lncorpor:ncd (d/ b/01 Rc:su r'ens Communic;ations Group) ( .. Rc:iur,;c:ns·· 1. .1 f.1~: 11111.: ~· l·.1 ~.: .J 
pro,·ider of intcrn;ation:~l nci\\Ork :~cccss commonly referred tu .1s .1 c:miers' o:aftlc:r. Rc:~ur~c:n~ ' '·1s ;h~·rtl~ 
there:tfter pl:lced into b:ml:ruph:y under Ch:aplcr II of the United St:ucs Banl.:rupt.;~ C ~'de:. WNidCc>m. ln.: 
("World( om"). a n1ajor cunomer nnd ,·endor of Rc~ursenfi. h:" $ubscquentl~· 3erced to I''"" ide R.:,ur~c:n~ 111, 
10 Sll million in financinJ in \he form of a debtor in pouession facili1y and o1h.:r .:rc.Jil'. 

Durina the founh qu:artcr of 1997. the Company shipped switchin!l equipment to Rc:s!.lrs('n~. Th(' ~os1 of 
1his equipment w:11 approxim:11cly Sl.S million. On Febrv:ary U . 1998. lhe Comp:~n~· C\CCulc:d .1 lcl!c:r of 
intent to 3cqu;rr Rcauracns. The equipment 1hipptd to Rc1urans Is included i11 the CCIIIlJ'~n.\ ·sin\ ~nt.m ·'' 
December 31. 1997 (see "Solt C"). · 

The Re$urscns :~cquisiti"n is subject to. :~mona other thinJs. the s:llis(J,Iory 'omrk1i~n b~ the Ccm~·.m.'· 
of its due diliscncc in\·e51il~tion of Resur,cn,, I he prep3r: 1ion ~nd c~ecu1 ion o( J dcrinia\ e mersc:r ;tsr.:c:m( lll . 
1he receipt of the requhitc: .:Np<.'rate :.1nd regulatory 3r~r0\'3ls 3nd the c~nfimuti,'n d Rc: ; •Jr~er. s" l'l.tn .. .'i 
RcorJanb::uion. 

:"OTE ~: SLBSEQl'E~T E\"E.STS 

.\ Tl Acquishion 

On Dccem~er ~.a. 1997. ;he Comr:~n~ entered inl\l .I ;'I .1irecme1n :u .:~Guire .\.:h ~:~.:.:d T ,., ::C •'l''· 1 ~~ -= 
r·.\ Tl"). il \\'ilminaton. ~tln3chuscus b~scd dc~i,ner and ln3nuf:tcturer ()f di~ i t:ll mkrv" .1' ~ .li'IJ on ilhmc· 
tuw:a\·e radio ·~·stems for short and lonJ h:~ul \"Oicc. d:au Jnd / .:>t •·i~co lPI'IicJtiun~ . 0:1 J.\~u.::: :9. 1 ~'t$ . l11e 
lrJnnction \\ as compl~tcd in iu fin:~ I fc-nn ·,,hereby A Tl \\JS merged "ilh and ;n:u CIS .. 1 .• h~'lh -~'·.q·.ed 
sub5idial')' or the Company (the "'AT I ~lcrJcr· ). In connec1ion 1\ith the A Tl .\terser. the ~:c·d.h .. ,~dc:rs ~'£ .-\ Tl 
rteeh·ed appro.,im:ueJy 5300.000 in usb and 418,05.1 restricted sh:ar.:s of the Comt:-Jn~··s .:ommon :'tock. 
These sh:~rcs h11d an initial f:air ,·:due or approxim:ncly S8.0 million. 

In :~ddition to the 418.0~4 thares noted abo,·e. the stockholders of.-\ Tl "ere im;cd :09.0~0 rc:striC1ed 
shares or the Companfs common ~lOCk. These sh~ru \\ere immedi:ne/r pl3cc:d into C:$.:TilW .md .,, ill 1-c 
reluscd to tJ\e stockholders of .-\ Tl continacnt upon the re3liut ion of Jltedefincd 1~, c:h ~'r prc-t:t'\ 11c:t in.: om.: 
from ATI's o~rationl durina calend:u ~ears 199i and 1 ~99. 

In December 1997. the Comp:my lo:1:1ed ATI :~ppro.\im:uely S~. ~ mtllion. The nole rc:ccn .tl-le fr.:>nl .-\ Tl 
is included in Other asse11 on the C omp:an~··s balance sheet at December ll. 1997. 

~ACT Acquisition 

In the fCiunb quancr of 1997. 1he Con1p3ny NSan ;a three ph;Hc .t.:quisilion l'f :".-\CT. =' .\CT. l· :\ ~c:J in 
Pro,·o Utah. is :1 lc:adina sinfle-sourcc pro,·ider ~r :ad,·:~nced lclc:conununic;,tions '" nchi n~ l' i,Jiforms "ith 
intc:~;ratcd td~:ph.:>n>· !-Oft\\ ;~rc :•1•rli~.tlio..'M .tnd n.:t"<'rl.. tck:n.ln.,~c:m(nt c.,r:tb e iH ~ .:· 

Durina No,·cmber and D.:cc:mN:r 1997. 1he Ct'm~·a~r pur~:h.t~(d 3~ ~.000 ,h,, ~,, ,.( ' \CT ~·.:-mnw•1 
stock in I he o~n m:nkcl for :.pproxhn:ttel)' S~.O million (sec .. Note A "' I. 

On Dcccmbn ll . 1997, the Col11pi\ny ~ntcrcd into ;a $lOCk purchase ,t,rcemel'lt "'1h GST .tnd GST liSA 
10 xquire 5,11). 712 •hurca or N,\CT C:OnlnlOn l\ock 0\\ ned by GST US,\. rcprc~cnling ·'fPTO\Inl,IIC:I~· (ljl"'., of 
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the oumandina :-h;arcs or NACT (the ":-'""uititi...,n"), On Febru:uy .!7, 1~8. the "'qui~i1i...,n "·u comrl~1ed 
\\ilh- QST USA rccceh·int $59.7 milti...,n in c.Hh and 1 .... ~9.907 ft)lrictcd ~hare~ of the Cornr:anr'~ common 
St\)('k. Thc$t ~oharcs had an initial r:air \'3luc of apprl.l~imatcl)' S.H.O minion. 

on fcbntal')' 2-'. 1991 the Com~ny entered into a mcraer :~grcu,cnt "ith N.-\CT pur•u:11n1 lo "hich the 
Comp:tn)' :1Jreed 1o :tcquire :all or the sh:ares of NACT common 11ock not alrct~dy O\\ncd b)' the Co1npany or 
GST t,;S.-\. Pursu:..nt to the term• of the mercer t~arecmcnt. e:tch sh:ne of NACT common 'lock "ill be 
converted into sh:uu or ComJ'IIn)' common stock ha,ina :a \':'lluc or S 17.$0 per sh:ue b:~~scd on the 3\tr:tgc of 
the d:~~il)' cf~sinJ price or Comp:.n)' common st«k on the Nasd:tq N:ttion:.l ~brket for :1 prce-dcfined rcriod 
prior to the do~ins (the "Ciosin1 Price .. ). prO\·ided that if the Closina Price is more th.:rn S25.~2. then CJch 
~h:~~re of N.-\CT common 'Jock will be con,·cncd into 0.68S7 5harcs of Compt~n)· common ~todt. If the Closing 
Pric~ is leu th~tn s:O.SS. then the Compan)' may t1ect to tcrmin;ate the IJiceemcnl. The mer,er is uo~bjcra to • 
• 1mon1 other thinJS. the :~~ppr0\'31 of the NACT stockholders :snd the ssti5f:action I)( ~eriJin o1hcr cusr(\m:ll"y 
~onditions. 

On .-\ u~uM .:~ . 1996. Aerotel. Ltd. Jnd .-\erotel U.S .. -\. In.:. ( c\lllce~i,·cl~ . ... -\c roter·) .::"m me need Jn 
JO:Iicn ·'8;Jinst ;\;ACT Jnd 3 CU6\0nJer or NACT in the L:nitcd Stales District Coun. Southern Dimict \)f :-.:ew 
\' crk. .dlciina thJt telephone sy11cms m:.nufs~turcd :and sold by ~ACT incorr.Jr:uing prep:aid debit c3rd 
fc:nures infrinse UJ:"'n Acrotel'a p.~tcnt which "':II iuucd in No,·cmbcr 1987 (the ··.-\crotcl PJ.:cnf· ) .. -\cr"tcl 
~:>:~gin i:ljun.:1in! relief. dam;aa.:s in •In unspc.:ificd .smount. d:em:ttc.s of up :o three tin~cs dJm.l@U (c:.a:'ld for 
'.\illful infrinscmcnt C'f the Aerotel P:nent 3ftd ~n order req\lirina :-.'ACT to publish 1 "riucn lpd.JJ)' to 
.-\crutel. :-.=ACT filed an ans"er ~nd Countei.:Ilim in "hich it denied infrinacn"nt c( the -\cr.:-1cl P1tcnt :tnd 
~ou@hl ju~semcnt that the .-\er~tcl p~tcnt II in'·~lid ~nd uncnforcublc and that .-\crotcl hJ~ misused iiS p11cnt 
in \iolltkn ~o'f ;UUitruit 1:.'''· ~.-\CT h.11 denied th~t it hu 'ommiued dcfamati~n. un(Jir ·.:-mpctH1on ;~nd 
tNtious in<crf~ren.:-c "ith rrospecti\'~ butineu reiJtions. In .-\uaust 1997, .-\trc-~cl ln~cndcd 1:S cct~:;·b int to 
in.::h:~e ~'' dcf~nd~nts OST. OST liS.-\, :and t\\0 former e~ccuthc o~i.:crs of :--.:.-\CT. n·.c ,,n:cn~cd ;:!c:;dints 
~cck in c~.:css of SlS.7 million in damt~aes :and ~Ileac that OST lnd GST L'S.-\ hJ\C i:'lfrinscd t1'e .-\crot~l 
p;stcnl. ;si~~d :and a~encd infrinaemtnt b~· others. includin1 ~ACT. :~~nd p:~~~ticip.:ncd in. Jnd .1i.:!cd lnd .l'ecllcd 
.:llesed tl)rtious conduct by :'7ACT. GST. GST L'SA and the t''ll former cxccuti'e offi.:crs "r :'\.~CT ha'e 
~c"·cd .anli\\trs denyina all m:attri:al :al1eJations :and intend to defend ,·iaorousl)·. 

l.Jndcr the terms of the Company's stock purchase aarccmcnt "ith GST. the Comp3ny .1nd GST h:ave 
.1Jrced to share e,·cnly the costs of any judJement 111in11 NACT as a resuh or the .-\erotelliti@ltion. includina 
:"'.-\CT's lca:al fees. The Comr;any ~elic,·es th:n NACT h:as ':a lid ddcn!cs to the .-\cro:c:l d~1ms .. -\ n 
unfa,·or:t~le decision in this action 'ould hl\'t a matcrill ach·cn~ effect on the Con1p3ny's fmJnctJI position. 

Rcsu r~:cns Pcndins .-'cqulsillon 

On Fcbru:.r)· 12. 1998. rbc Comp:sn~· executed a lcucr of intent to acquire Resurgcns (sec ":"\:ot~ :'\1''). 

Pro form:. Results of O~r:ulons 

On :1 pro form:a. unaudited basis, :u ir the acquisitions of A Tl and NACT had occurrcd :as of J.1nuary I. 
1996. 101:al s;alu. operatina income. nc1 income Oou) :.nd diluted nc• incon\c (loss) rcr comml'n ~hJrc for the 
)Urs ended December Jl. 1997 and 1996 would h.nc been appro,im~tcly SIJ6.~~0.000 and SS0. ~60.000: 
SIJ.60S.O(I() ancJ SD.OOO: 56.919.000 Jnd S\6.:9.000); and SO.J7 ,rnd S(O.O~). rnpcctt\CI~ 

Thc~c un:audil~d pro rorma reJuhl h3\'C been prep:arcd ror comp:ar:Jth·e purposcs only lnd :arc not 
necessarily indicati\·e or the results of opcr;ationl "hich would actually ha,·e occurrcd hJd the acqui~itions 
been in cll'cct on the date indicaccd. 
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PART 1. FINANCIAL IHFORMA110N 

,:,m·1. Financial Statementl e • 
World Ace•••· Inc. and Subsidiaries 

Consolidated Balance She•t• 

March 31 Otcember31 
1111 1117 

(Unludl1ed) 

ASSETS 
Current Assels s 63,278,252 Cash and equivalents s 118,085,045 

Marketable securities 3,500,000 
Accounts receivable 39,883,071 20,263,971 
Notes receivable 8,908,270 2,050,000 
Inventories 28,340,209 22,428,918 
Other current •••••• 71153.447 81873.723 

T otll Cu"1nt All eta 148,883,249 171,879,857 
Property and ~ulptl"'ent 13,940,900 5,704,585 
Investment in affiliate 5.002,000 
Goodwill 71 ,151,856 31,660.201 
Other assets 12,185,155 11,238.296 

Total Asaeta s 248.121.160 s 225.282.741 

LIABILITIES AND STOCKHOLDERS' EQUITY 
Currenr Liabilities 

Short-term debt s 1,883,877 s 81,739 
Acccun•s payable 17,592,293 9,339,588 
Accrued payroll and t:ene~1s 2,338.117 2.589,461 
Purchase price p1yable 3.700,000 
Other accrued liabilhies 61395.260 2.219.237 

Total Currant Liabilltlea 28,20f,547 17,930,025 
long·term debt 115,527.707 1 , 5,283,984 
Noncurrent liabilitlea 1,888,026 333,802 
Minority interests 11,593.650 

Total Llabilit~e• 157.016.930 133,527,811 

Stockholcers' Equity 
Common stock 217,059 1~3,062 
Capital in exee11 of par value 130.289,184 84,182,478 
Retained eamlnga (deficit) i~1 ... 021013) 713991390 

Tot81 Stoekholdere• Equ~ •• 104,230 81,754,930 

Total Liabilities and Stockholdera• Equity s 2481121 I 1 60 s 2~51282·7--1 

The accompanying nola• are an integral part of lhe~e conlolldaled financial $latements. 
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.Wor1d Accen,lnc. and Subal .. aa 

Coneolldated Statements of Operetlone 

(Unaudiled) 

Sales of products s 28,228,il56 

Service revenues 7,502,089 

Total Sales 35,731,045 

Cost of products sold 18,772,449 

Cost of aervlces 7,427,884 

Total coat of Salas 24,200,133 

Gross Profit 11,530,912 

Engineering and development 788,184 

Selling, general and administrative 3,255,854 

Amortization of goodwill 863,997 

In-precess research and development 50,000,000 

Special charges 3,240,000 

Operating Income (~oss) (46,617, t23) 

Interest and ether income 1,269."~84 

Interest expense (1,514,913) 

Income (Loss) Before Income Taxes and Minority Interests (46,862,752) 

Income taxes 1,255,000 

Income (~oss) Before Minority Interests (48,117,752) 

Minority interests in earnings of eubsldlary 683,651 

Net Income (~oso) s (48.801.403) 

Netlncoma (~oss) Per Common Shllre 
BasJc s 12.52! 
Diluted s 2.52 

Weighted Average Shares Outstanding 
Basic 19,342,627 
Diluted 19 342,627 

s 15,470,050 
4,781,374 

20,251,424 

9,989,827 

6,198,316 

316,410 .. 
1,917,563 

284,131 

3,680,212 

367,186 
(28,930) 

4,018,468 

1.406,000 

2,612,468 

s 2.612,4§8 

s .16 
s .15 

The accompanying note• are an integral part of these consolidated financial statements. 
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~orfd Acce••· Inc. and 8ubsldl1•• 

Consolidated Statement of Changes In Stoc olders• Equity 

(Unaudited) 

C•pitalln Retained 
Common Excea• of Earning• 

Stock P•rV•Iue (Deficit) 

82lance at January 1, 1998 s 193,062 s 84,162,478 s 7,399.390 s 

Net loss 
(48,a01.403) 

Issuance of 1,429,907 shares for NACT 
acquisition 14,299 28,887,953 

Issuance of stock options for NACT acqulslton 8,359,737 

Issuance of 633,982 shares for ATJ 
acc:uisition 6,340 8,508,200 

Issuance of 334.252 shares for stock 
options and warrants 3,343 1,691,516 

Tax benefit from exercises cf stock 
options and warrants 2,662,400 

Issuance or 1 .s~ 1 shares fer matching 
contribution tc 401 K plan 15 36.900 

Balance at March 31, 1998 s i11.0~9 s 132,289,184 s =-= ,41 ,402,013} s 

The accompanying notes are an integral part or these consolidated financial statements. 
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Total 

91,754,930 

(48,801.403) 

26,882.252 

8,359,737 

6,514,540. 

1,694,859 

2.662,400 

36,915 

89,104!230 



, Ace••· Inc. and Suhlcllarl ... 

Consol dated Statements of Cash Flows 

(Unaudited) 

Three Months Ended Mareh 31 
1111 1117 

Cash Flows From OperatinQ Activities: 
Net income (loss) s (48,801 ,403) s 2,612,468 
Adjustments to reconcile net income (loss) to net cash from 
(used by) operating activities: 

Depreciation and am011ization 1,S.5,009 503,439 
Income tax benefit from stoek warrants and options 2,682,400 

Special charges 55,992,766 
Minority interea\s in earningt of subsidiary 683,651 
Provision for Inventory reaarvea 77,500 60,000 
Stock contributed to employee benefit plan 38,915 13,201 
Changes in operating assets and liabilitiel, net of effects 

from businesses acquired: 
Accounts rece ivable (9.993,(.153) (3.554,300) 
Notes receivable (1 ,092,946) 
Inventories (3, 101,070) (3,521 .014) 
Accounts payable 3,&08,024 2.087.347 
Other assets and liabilities 423&374 462,255 

Net Cash From (Used By) Operating Activities 2,039,167 (1 ,336,604) 

Cash Flo~.,·s From Investing Activities: 
Acc;~.,;isiticns of businesses (57,406,573) (4,099.652) 
Loan repayrr.ents by affiliate 582,500 
Expenditures for prcperty and ec;uipment (1.919,355) (725,793) 

Net Cash Used 3y lnvestlr.g Activities J59,325.928) (4,243,145) 

Crtsh Flows Ftom Financing Aclivltitu: 
Short-term debt borrowings 1,771,651 4,024,000 
Proceeds from exercise of stoc:k warrants and options 1,694,659 160,548 
Long-term debt repayment• (~88,542) 

Issuance of long-term cebt for capital lease 291,500 

Net Cash From Financing Activities 2,499,968 4,478,048 

Decrease in Cash end Equivalent• (54,788,793) (1 , 103,701) 
Cash end Equivalents at Beginning of Period 118.085.045 22.480.082 

Cash and Equivalents at End of Period s 83.278.252 s 21,376.381 

Supplemental Sehedule of Noncash Firwneing and 
Investing Aetivities: 

tssuenee of common stock for business•• aequired s 33.398,792 s 2.088,, 18 
Issuance of stoek options for businea ... .c:quired 8,359,737 
Conversion of note receivable to inveatment in ATI 4,414,534 

The accompanying no1e1 are en Integral part of these consolidated financial statements. 
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• World .~cnn, lat. 1nd Subsidiaries 

~oln To Con,oUdaced Flaanclal St:attmtnU 

~larcb l1,1991 

~OTE I. BASIS OF PRESL'iTA TIO~ 

The accompanyinJ unaudited consolidated rmancial Statemenll ~one tude lhe accounts of the Company .and 111 
subsidiary computes. all of' which uc whol1)"·0'"11fd exctpl for 67.3~~ ownership m :'-lACT Telecommuniutions. 
Inc. ("NACT''). :\tinoriry inttrrsll repreKnl L,~ rnmorily SIO(kholden propomonate share of ~ACT's rqu1ty. 
These f&naacial s1a1emt1111 bne been prepued L1 accordance wnh the uutrucnons to Form IO·Q and do not include 
aU ~be iDf'ormarion and (OOinOiet required by Je:mally acc:cpted accountin1 principles (or corr.plete fma~cial 
sa.temaau. llllhe opiDioa of'mauacmcnt.all adjusantnl.l (consilriDa of normal rec:WTiDa accruals) coasidercd 
necrssuy f'or a fair JlftiCts&ldoll ofdl• resulu of' the iD1trim periods C:o\·ered hne been i.nc:ludcd. For tunher 
information. refer to 1hel\lditecl couoUcllttd ~.r.anclal 1a.lcmcn1J &Dd footnotes included in :he Comp&ny's .-'nnual 
Report on Form lO.K f'or 1he year ended December Jl, 1997. 

The prcpanaon of' fmaDCial llatcmcal.l iD conlonniay with aencrally accerted ~tcounnna priDc:iples requun 
mana&tml~l 10 make CltimiiCIIDd UsumpdoDI :hit lff'tct lilt tcpclntcl unounu of .USflS ll!d J,~bihties and dmloswc 
of'contiftaczn utcu ancllfabilideaa11he elite of'l!:e f'IDmcialsUittmtau and !be rcoponed ur.o~.:...":IS of ulcs UJd nptnses 
durinl1hl reponiDI period. Acftlll rcsulu tou!d differ from those csrimatn. 

lht rcsta!u of operations f~r die 1hre~ mo~':hl ended ~tuch 31 , 199S z:e ::ot r.ccen~Jy i:~cni\·e of lhc reswu 
upccted f'or the ~n )·eu. Ccrum ~claui.ficaco:u have been nude to the pnor pcnod 5 :~,:JI :.:u".Jrr:uno:J to 
conform \\ilh lhe prtltnlaCODI UMd ID 1998. 

~OTE l. ACQtlSITIO~S 

A Tl Acqulsltloa 

On December 24, 1997, lhe Comp:a.:;:,. entered 111~0 ln agreement :o :lCI';uU"c .l..!Hr.ccd TechCom, lr.c:. 
(".~TI"). a Wilmin~ton. ~tunchu.scru ~ed ~e&iJDrr ~d mar.ufac~er of di!lia.l micro"ave .!r.d mJ!Ii.rt:eterwa\'e 
radio s~r.ums for shon and Joaa baul \·o:ce, dau and/or v&deo applications. On JaniW)' 29, 1998, the tr&DSacrion was 
complclcd iD ill fi.Dil fonn whereby An was maacd ";th and inco Cellulu lnirasaucnue Supply, Inc. ("CJS"), a 
wholly-ov.ncd subsidiary of lbt Compaay (the "A T1 ~tercer"}. ln coMecricD "'-·ith the A TI :'olergrr. \be stockholders of 
.\ n recci\·cd ~;:Froximatcly 5!00,000 in cuh a.:.d U&,932 rcs:ric:ed sh.ues of :.~e Cc~?J.ny·s ccrr~vD s:ock. These 
51w'cJ had an i.D.idal fair \'alue of'approximately 56.S million. 

In addition tO 'lhc 424,9)2 Stwel DOted abo\·e, the SIO(khoJd~rs of,\ 11 ·.-.-ere issued 209,0~0 fCSincted sha.ttJ 
of lhe C~J'I c~D stock. These s~n ~'ftc immedlately placed into e5c:row ~d will be released to lhe 
stockhotden of' An coatmJeDI upoD lhc realiutiOD of pre~ermed IC\'els of prC•Wt LDCOme from .\11' s operations 
durin& calaular )'all IHI ud 1999. 

U~a iasuance,lbe 209,050 ete~owed •barn •·ere valued by &he Company at par '·alue only, or 52,091. At it 
be~omct probable wt me coaditiou f'or rtlcuc from escrow will be met. the fait muket value of the slwes 15 
mcuurcd at &hat time -.;u be recorded u addiliou1l &ood•iU and stockholders' equity. re5pctrinly. 

The acqwsiDoa of' An bu bcca accoUDlcd for &&aiDa the purchase method of accoW~tinJ. Ac~ordin1ly, tht 
rnuiiJ of' A n·s OpcriCOGI have been included in the ICCDmpiQ)iDI COn50iidated r~MDcia) t~tcmcol.l from febrnry I, 
1991. The pwch&A price wu allocated 10 oct nKII acquired and to approxinvttly SS.-1 nullioa of pwcbased in· 
process rescatch and dC\·elopmcnt (RII:D). Purc~IHCI in·ptOCt:SI R&:D, "rucb consists of lhe 'alue of An producu in 
the de\·clopn:eDt llaiC lhat arc no& coDSidcrcd to have rc1ched tedmoloaical feu&biliry, was expe111ed in lhe fl.nt 
quaner of 1998 ia ac:Cordlnc& •ilh applicable acc01.111lin1 rules. The excess or pure base price o' rr lhc fait 'alue of net 
usel.lacquired and puzcbucd in-process RII:D, cw:rn~tly urimated at approximately 53.0 million. has been recorded a5 
&oodw;ll ADd is bei.D& amortized o\'tr a 15 )'tu pcnod. 
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• ~ACT Acquisition 

In the founb qu~nrr of 1997, the Con:p.ny bt&an a three ph.uc ~cquas.nc-n of :-:ACT . .1 Pro\'o Cuh ~~s~d 
SinJic•SOUICC pfO\'idcr Of td\'IIICCd trlrc~~atlont a•nchilll pJalforms IA.'tth ini~KJIICd telephony software 
applicadoft1 and ncrw•t'rk ttlf~'rmrna capabahnn . . 

Dunn& ~o\·embtr and Dcccmtier J997, me' Company pw-chutd lSS,OOO shM~s of ~ACT common stock 111 
lhe open market (Of approximately SS.O million. 

On Dtccmbcr l1. 1997, lhe Company entered into a stock purduse agreement wish GST 
TetccOIN'nW\ictrions.lnc. ("GST') and GST US • .t., lne. ("GST t.:s.~··) ro ac~u1.1e 5. I I J.i 11 stmu or ~.~CT common 
stock owned by GST US.4, reprcsmrina, appro:\ima.tel~ 63~~ of she ouiSundllll sh.llcs of ~ACT (the "~ACT 
Acq~aisirion"). On Fcbl'\l~ 27, 1991, the ~ACT ·"cqua~anon was completed wnh G') T L SA mel' ~n; SS9. 7 rrullion in 
cash ud 1,429,907 rt~ll'!ctcd shucs. ~I' tl:c Con:pany ' · com."no~ ~lock . The1e shuu hzd 111 uutial fall , 1!ue or 
approximately 526.9 milbon. ln addrnon. 1bc Company assued 7 .. 0.!.U non-quahfied opnoru :o pwchue Ccmpmv 
common stock at Sl1.15 per stw.: and l06,!S6 ~J\oqualified C?Ptionsto rurchue Cc-mp~:-· co:r.mon :uock ~• s 16 25 
per share in exchanJC for subt~~ly aU lhe op~nl held by ~~~ e!f\piO)UI. "'hlch becz.me IIM'ledi:ately '~sted in 
c:onnccriOD wid\ 'lhe NACT Aequ•s•Dea. These opllons had an wn.at fa11 "·aluc or apf'rOXUNtely SS . .& million. 

On Febnwy 14, 1991 lht Company ent,ned into I mcrser IJreement ~a.i\h ~.~CT ;:wsu.uu 10 \\h:ch lhe 
Company aped to tcquite 111 or lhc shues or ~ACT common ~~~k r.ot abud)' o·,,r:d by t."le ComF'&n~· or GST 
LiSA. Pwauantto the tcmtl of\l'.c nwraer apeemcnt, uch share of ~ACT common stock "'111 'e-: .:on,·ened ir.to shuc~ 
o( Company common stock hnin.1• \'l~e ~f Sl7.~0 F'tr share t-ued on \he _.1vera~e o( t!:e ~;nly closi.na F'nct oi 
Comf.anY common s~k on tl:e ~asdaq. ;o.;a9onal ~fuket for 1 pre-dcf1ned penod pnor 10 ll:e clos1nJ (the "Closi:lc 
Price'), pro\idtd lhat sf the Cosma Price 11 more shan Sl5.~2. then each shue c! ~.~CT COIT'.rt • .JD 5\ock ·.-.111 b: 
con\'crtcd into 0.6~57 shares of Con~pQl_ common lt~k. l~ the C\ounJ Pnce is len •bn S ~0 S S. th~:t \he Con:pany 
may elect to temw~ate tl:c aiftemml The mtrltr 11 subJect ro, amcna other th.~.r.gs. tt.c z;=po .. al of the :"'ACT 
stockholders llld the satisfaction of certain othft' customary condino~. nus n:erger 1s ~-. r ec:cd •.o 1:-e ccr.sl.!IT'~-nJ:ed i,, 
July 1998. 

On Augur.t l.&, 1996, .~erotcl, Lt4. &nd :\trottlli.S .. ~ . lr.c: . (col!ecn,ely. ··Aerotc:l") cc~-r.e::.;ed l., :ct:O:'I 
•&•inr.t N."CT and~ customer of~ACT in she l'nited Sates Dis"Cr.ct Co~n. Soulhtm 01~t:r.cr cd :-:c:·.v York . .al!eg:."l 
tl':.u telephone systems manufacnued and sold by ~.o\CT incofforuina preF'llid c!eb1l .:.1:d fe1~es ;,nfrin~c: u?O:t 
Aerotel's patenr which was im:ed in ~o .. ·ember 19S7 (•he ··.~ero:el ?1te~t") . .o\cro:d H . . jhl ;..:~J~;r.cn' e re!:ei, 
damaacs in an unspecilid amount, damaacs of up to tt.rte ti.-r.u da~a1u fcu~d for ·., 1ll!'.:l ; .. ;1:1-.nsement of ::.e 
.~erotel Patent 1nd an order rtquirin& SACT ro publish a .. ,nnen lpOICJY to .~erc~cl. :-.:.~CT tiled an ans-., er :nd 
Countertlaim in whlch it denied inirir.Jement of ':he .~erotel Patent ar.d soushr Jl.:c!iC'rT:enr :::!t t.~e .\erotel r1:tnt :5 

1:.,•alid and unenforceable andlha1 Atrorel has rni111sed its patent in 'iolation of tnntrust !a·., s. :".o\CT has c!tnied 
t~:at it h:as committed defamation, unfair comperition and tortuous inrer."erence wah prospecti' e 'tuu::eu re larions. 
In .~usustl997, ,o\erotcl amcadcd iu compl1intto include as defecd1nu GST, GST l"S.~. and ~"·'0 former excc1.1n'e 
oificera of ~ACT. The amended pleadin51 acek in uccu of S 18.7 rn~llion i.n <!arnasu and al!cse that GST and 
GST l :SA b&vc infrin&ed the .~cro1el pater.l, ai"cd and al:cned \nfrin&ement by otl-.ers, IJlcludina NACT. aod 
participated in, and aided an4 abtntd elltaed toft\Hius condutt by NACT. GST, GST lJSA and tbe rv.-o former 
executive officers of ~-"CT hne ICI"'td answers denyinl ttl matcri:alallc1arioas and intend to defend vi&oroi.ISI)'. 

t:ndcr tl'.e ttmu of the ComF&OY' I stock pu:chue aareement "' ' '-lJ GST, lhe ComF'&l')' and GST b&,·e ~peed 10 

share evenly w cosu of a~y jud,cmaal IJiiDI' ~ACT 11 • rcs\llt or the Aerotd litiJarion., includma N."CT'sleaal 
fees. The Compuy btlfc\·e• WI NACT ha• valid dtrcnsu to !.he At rote! claims, ho"·e,·er. an c...,r .... o~blc decilion 
in this acdOD could M\'C a materialadvene effect on l)le Company's fanancia.l position. Any Iones incurred b)' the 
Cc.mpuy as a r~sull of lhe ·"eiotellicisation "ill be acco\:1\ted (or as additional ~ACT purcha~ r; ;:nee. 

The acquisiaon o(tbe 67 . .3% rujoril)' in1CTCI1 in NACT tw bten I(COW11ed for uslllg the pwcbue m~:thod or 
~ccountiD&. Accordin&ly, lbt resuha of NACTI 0}-C~rions hi\'C bten included i.n she ~c~on:p~)'iDJ consolid.ar~d 
flllU'Icial s&a\tmenu from ~uch l. 1991. 1'hc pwchut price oftbe majoril)' inttrest in :S.~CT wuallocat~d to the r:tt 
nsew acquired and to :apFro~inUtely 566.5 nullion orlu:cha.sed in·proceu R&:D. Durv:g 1.b: f"11sc qlUr.~:r ol 199S. 
67 . .3o/ .. or W .6 nullion. o( putchucd in·proceu R ·D. "'hieh consi•u of the 'llue of :-.'.~CT F'toducu 111 l.!':e 
d~t\'elopment 1111e lhl\ ue no1 considered to ha\'e ruched tcchnolo&ical (caalbllil)', "&S nJ:'eD.Sed Ill accordAr.ce ...,;tb 
lhe a_pplicable 1ccown:ins niles. The excess of -pun: hue price O\"tr 67.3~~ of the fair 'ake of n~t useu acquized and 
purchucd ill·proceu R&:D. C\U'rtntly estimated at approximately US.3 rn~llion. has been record~d u &Ood\\'111 a.nd is 
beinsamomzed O\'cr 1 10 )·ear period. 
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• 
Pro Form• Results of Oper1llon1 

On a prof~ uuud.i~ buiJ. as it~ acquis~rioQI of An and NACT had occuncd as of January 1. IP97, 
touls.ales. opera1in' ancOCM, neiiiiComl and diluted net ancome per common share for !he lhree moulbl ended Much 
31, 1991 and 199 ~·oukl ha\·e been approxima~ly S3S,S93,000 ~nd S32.220,000; Sl,l29,000 and S3,699.000; 
S_.2,000 an4 51.244,000; Ud SO.ll aad SO.O. rcsptcbnly. 

These uniuditcd pro forml rnul!' have ben prcpuecl for comparari\'C pwposu only and arc not necnsanly 
indicative of !he results of operaliO!'I .,.hieh v.•ould acru~l\y U\'e occun~d had lhe acqu~itions been in effect on "-e 
dlte indicated. In addition, lhc poraon ~r ~e PU:JdWt pnce aUocaiCd to tn·process R&D expens.td in accordance "-ilh 
3wticable accounrinJ Nlel of S!O.O nulhon "-'111 not recur, and thrrefore. lhe pro forma rnuhs ha\·c bcco prepared 
exchldinJWs clwJe. 

~OTEJ. ll'IVENTORIES 

ln\'cntoriel consist ohhe fol1owina: 

Switchi.all)'stems, flamcaand related circuit boards 
Trauspon aDd ac:ctu products 
Electroaic compontnll 
Pay telepho.oe puu 
Work in proarcn 
O!hcr fmished aoods 

~OTE 4: GOODWU.L 

~larch 31 
1998 

s 15,940,1 u 
598, .. 18 

6,948,217 
J,S42,7S4 
2,97\,6!9 

339017 
s 28 340 209 

December 31 
1997 

S 13,4-'S,7i0 
779,67 .. 

~.8i9,21l 

1,332,835 
1, 744,368 

245 Q<$ 

s 22 .U6 913 

Goodwill from acqui1irion1, rcpreseoticJihc uceu of pUle hue price paid over !he "•luc of r.etauets 
zcctu!rcd. is .. rono~·s~ 

~larchll !:'~umber 31 
J998 1997 

NACT s 31,302,140 s 
CIS 12,485,239 12,485,239 
AIT 10,657,917 11,557,917 
Galaxy 5,0&9)65 5,089,265 
All 2.953,5ll 
Othn 50l~Q6Z SOHW 

74,522,135 34,166.413 
Accumulated amoniurioD Ulla.l7il U S06ZIZ) s J~1 1SIIS6 s lii5AQ ZDl 

Goodwill is beiDa amorriud 0t1 a stniJbt·hDe bui1 o-.·er a I 5 to 20 yeu period. The CorapaDy reviews lhc 
net c&JT)'ina value of &oodv.iU oa a rc&War basil. md il deemed neceuuy, cb&racs uc recorded •&•ins• cWTcnt 
opcraliOQI for any impainncnl in 1hc value of ~eta asseu .. No sipificant impainne~1 cb.a.f&es ha"c bee a recorded to 
d3te. Goodv.-iJI is remo,·ed from die books whcu fUlly amoruzed. 
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• 
~OTE S: DEBT 

The Company hal a SlO.O.miJlion rnol••intline of credit "'llh alusc Ewopun bJ.~.k .. -'.s of~tuch Jl. 199S. 
rhe Company had borrov.in&J oUI.I miltion oulllandin& under \his fatt1ity. These bono'\ mg \\ere repaid to rhe bank 
in April1998. 

The bank apccmcnc. 'Abic:h expires in ~tuch ~001. conuinssundud lendirl& cc·. :n&~~u mcludmg (~n&r.ml 
ratios, restrictions ondividcndsaacllimi\lrions on addirional debt and me disposition ofCompa:.y lUCU. lntcrut 1s 
paid at me rate of prime plua land l!·Wt or Liborplusl l.'ld 1 ·l~~. at the opnon of \he Comr.m>· 

NOT£ 6: SP£CW. CIIARGES 

Special dwaes iD me (1111 quancr of 1991 included S6.6 I'I'Ullioo for cosu rrlalC'd to l..ie consolid:n:on oi 
several o~rarions and me Company exit from lhc contract manufacNrina businen. The Corr.pany's AIT and ci.rtull 
board repair operations ba\'e been consolidated into a new facility in Orlando. florida; \he Corr.p~y·s 
manufaci\Uina operaricms ha,·e moved from Orlando to a new facility in . .t.lphuena, Georgi.a; L"".d the Company's 
Seonsdatc. Arizona operations are bcin& inteptcd into A TI's facility in Wilmin&toc, ~bsuct:usnu. The special 
chuau included 53,360,000 10 cosr of sales for obsolete and redundant in\'c::nories and S3 .:!~0.000 for se,·er&nce 
benefiu.luse ttrmiutions, idle equipment aDd other pt.ue-do"'Tl upcnsu rel~ted \o the cc:uol:du:on propam. 

~OTE 7. . 
Effccrivc iD 1997. ~o'lc Company ado-pted Statement oi Financial Acco~rinl Stu.duc!s :-<o. 12S ""Eurunas per 

Shuc". The comp'LlUirion of basic nm.iJIJI ptr share is based on lhe weiahttd averase r: "":-::l: er oi ccm:non shues 
ouuWJdin& durin& \he peri~. The compucaa~n of dilu~ed _uz!'..in&s per shue i~ t:ued on ~e ·,, e:g~ted .l\U:l&e nwnbtr 
of conunon shun ouuyndinJ plllf, " ·hen ~~~~If effect 11 dilua,·~· poteonal co:n:non stock ccr:mn;:g of shues subject 
to stock options, &t.aek wan-uu and con\·cmble notes. Potennal corr.rncn s:ock shues of 921.166 ''ere included in 
computin& dilu-ced euniPJI per lharc f~r the r~~~. quancr of _1997. A total of 1.2~.000 ll'ld. 1.246,000 sh:ues of 
common stock bcld in escrow from cei'WD ICQ\IIItbons &nd a hcensc all"eemcn' were excluded !Tom !be eunin&s per 
shut cateularions for the lhrH monlha c11dcd ~fuch 31, I 998 and 1997, respecri,·ely, t:eczuse U:e .:ondjrions for rt!ease 
of share I &om escrow had no1 beeD satisfied. 

Common stock inucd and ouU\IndinJI1 ~Iasch 31, 1998 and 1997 was 21. i05,S87 and li.66].,007 shares, 
respectively. 
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• 
~OTE 8. PE~I~G ACQl:lSinOS . 

On FebNIIY 12, 1"1, the Company exec11ted a lenu or intent lo .acquile Cherry Commun.icatioru 
lncorponttd, d,'b/11tePUicnl ConvmuUCitionl Group ("RCG"), mel Chrrry Comm!Wcarions U.K. Limited ("Cherry 
U.K. and toacther with RCG, ''JteswaCDS''). On May 12, 1991. the Company sisncd defLnirive apeemeou to acquire 
Rcs~gens. The asreemcnt 10 acquire RCG is subject to the appro,·al oi the Bankruptcy c~un. The transactions. 
which will be lCcounted for under the purchase method of accounrinJ, arc currently expected to close in AuS\ISI 

1998. 

Pwsua.1n to \he terms of 1he apeemcoll, the creditors of RCG aad lhe ~hare holders of CheiT'Y U.K. wdl 
receh·c approximately 3.7 I'Nllion rcs1rictcd shares ofCompany common stock 111 the aggre&atc, wi\h an "::".mated 
fair value of approxima~ly 590 miUion. ID addi~ th1 RCG creditors and Cherry U.K. shareholders han lhe ri&ht 
to receive addirioftll con~idcration of up tD 7.5 rrulllon restricted shares of Company commoo stock O\·er the next 
two and one·half years. conrillaeot upon the achicvcrnenc of ccnain EBlTDA lc\'eta by Ruwaens du.rini lhis 
timeframe. The ttanaacrioD is subjecc to, a.mona other thiDa•. Resw&ena exceeding prc-def111cd levels of monthly 
re,·enues and gross nwJiD, the receipt of \he requisite corporate aad replatory appro\·als. \he coufumarion of 
RCG 's PI~ of Rcoraaniz.lrio:s and lhe approvJI of' Compaay stockholders. 

RCG, curreally opcratiDJ amder lbe prouclion or Cbapter 11 or the t.:Dited Sutcs Banbupu:y Code, ~r~d 
Cherry U.K. an fJCUirics·based providcn of iDtemarional nct\\·ork access. corr.moDly referred to in tbe i.Ddustry u 
c&niers' cur.er. 1ft October 1997, JohD D. ("Jack") Phillips, 1 director of 1he Company, entered iDeo a uries of 
agreements whereby, amODI other thin&l, he bec:amc the new Chainna.a and Chief Execurhe Officer or Reswge:ls. 
RCG filed for bankruptcy protection shortly thereafter. WorldCom. Inc. f'WorldCom''), a major customer and 
,·enc!or of Resw,ens, has 1ubscqunnly pro\·ided lbsuraens approximately S26 nullion of direct fll3ancial suppon 
throusb a debtor in pos1e11ioa facili1)' and additional fmancial suppon. primanly through trade credits. l'pon 
cornplerion of 1he ResurJens acquisition, WorldCom is expected too~, ap~roximately 1.5% .. ·• Com~!!ly on 1 fully 
c!iluted basis. 
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• 
ITE~t 7 • ~tA.'IAGE~IE~rS DlSCt:SSlO~ .-\.'D "-'AJ.. YSIS OF FI~ASCIAL CO:\DITIO-" A.'D 

RESULTS OF OPERA TIO~S 

0\'tr"iew 

The Coms:-.any de\·~lops, man~facrures .1nd :n1rl.:ets ·.qzchne Uld '.l.'llclcu $\\ll,~lll!!. u.ua~on .and accus 
products (or U\e atobal tclccornmwuc:arionl mukc\S. The products offered by lhe Com;:-:!1\y l."''Ciude lho~e 
mz.nu(a~turcd by l}:e Comp~)' u well as dtose mL.,IlflcNred by oU\cr tclecommW\Junons eq~.o.prr.ent m:L"'.\!f.1CIWen 
To suppon st~d complrmcnl 111 produc111lt~, U:e Com~ny also pro"l<!U us cuuomcu "nh :11 ~rC'ld r !:-:'c ->f ~cs••'Tl· 
engir.ecrinJ, manufacNMJ, tcsnns, lN'Iallanon, res:-a~t and other \1lue•,IC!~cd !CI'"icu. 

Dwi.ni 1995 and 1~96, dtc Company corr.p!md $1n:csic 1:-:.j f\1\UICill rt~tru~:ur.n~ ;rcsr:uns 1o ~tre!'lst.."ler. 
i:.s mar.aa~mcnt team. r~anon U\e Comp~r u :a PfO\'ldtt of tcltcorr.murucatons producu, i.'Tiprove us fiZlan~:~l 
condition. reduce itJ opcriMJ COIW and posancn lhe Company ror furure po~o~o'\h. These progrlml wcte und~nakcn 
follo"''i.""l the ~ipificant Jones incurred by the CoJnF~Y.in U\e cad>' 1990s, PM·~.tl)' due to a c!is~:onnnucd sman pay 
telephone bunnell, and tO like actvll1111~ of \!It S:J'NriCant sro.._,'\h opponunn:el W\Uun t):e Company's e:\UtlllJ 
cuitO~er base and related nwkcll. ln No,·cm~er 199~: the Corr.p111y bcJan to rebu1ld r:s rr.~Jgcmcr.t team ._.,d 
.;hanae its s;:ra~aic .ft?CUI. ~e. Company $U~::,tt.cr.cd ns. rmn.saen:ent team by appomiVI$. a r.:w G.ief Exccunve 
Officer a.cd by rccn.UIUII and NnnJI new P,.e\tdent a~d Chttf Opera.nns Officer, ExcCUtl\'e \ !C c Pres:dc:n or Busmtu 
De'·~lt'pmcnt and eltpcrit~cd.product dC'·eloprr:cnt and manufa~runn1 Ftofesst~nals. These ir.6\'l~~~ls. toac\her "11h 
clher key IT'~IJers rec:nnltd znto the Company, hl\'C brou1ht s:!JUfiCl:ll espencn'e ~., ma.r.ufacrur.r.c Uld ma:J.:ct\..,1 
telecomrr.~a'DOM cc;,uiplnCniiO dlt Company. 

Tr.e Con:pany acquiled fi\·c ~inesses t~.nJ 1995 :o 199~ .:n 1n cffon :o b:o1c!cn :t.s l:.::c o( swndun~. 
;:rz..oup~rt and access producu, ~ancc lU pr~~ct ~~'·e!opme::t c1pab1l:ncs 1.,d _s~c::~t!:en :a :ech..:.: !l 'b~5c. Eifc.:~' e 
:-.lay IS~:S. t!:e Corr.p.any ac.quu:cd AlT. lnc; ( :~IT), a full set'\·:cc p:o\:c!cr o1 ~on.~er:J. !e!cco:n s··'l~trur.g sys:cr...s. 
~~d-o11 nur.es ~d related CltCUII bouds; cfiec~\'e Octo'btr 199$, :l':e ComF'&nY 1equued \\-es~ec: Cc:-:-_-r,~~catio:'.l, Ir.,;. 
("\Vestee:''), a pro\ider of ·~-ife~ss produ.c:a .t:-.,d sci'\ icc~. ;:r\.~~~Y :o t.):e nb!c tele\ u;ot~ ·--:.~us:rr: cffectwe 
)z.."'lUU'Y 1996, I.~C Corr.pany IC(\UUCd. Sunnse S:cnt, rnc:. ( Su:-.nse ), I dcvclos:-rr z,.,d ~'Jfl~~cr of :.:;:ei!:gc;-.1 
:ru.sF~" a:.d 1cc~u Frodu~u; cffec:n\·e l~UU)' 199'7. the Cc~p~,y J.:~ut:cd Cc~!u!u J.:w"Tu::-.;;~e S·~;:-Fl:·. 1.-:c 
("CIS"\ 1 Jt%'0''tder o( rr:~bde r.ecw~rk cqu•.pment wd related :cstJn. :.·uullat:o:'l z..,d tcc:-..J. ~.!\ 51.;:;::Fon sel"\·1cn :o 
cel!ulu. ~CS. and Oth~r wu~lc" se~·•c:c proo,;idc.n; 1~d cf!ecn\'e .-'\:f'lstl997, ti.e Com~:u~y Jcc;1.1::Zcd Gal&.'Y Pcrso::al 
Comm~c:ar:on Scl'\·tc:es (' Oa!a:\y ). a Ri enJ!IIttn:ll tann 1.1\lt proo,;:ce •ystcm ~tSifl\. :mpler..cn'..!n~tl. opti.-nizario:\ 
~-:d c~.er o,;a!ue-a«!ded rad~o enJineerina and cor.s~iti..,4 scl'\·:.:u ~o U:e '-' i:tlcu ser,.ice :r.:uJ.:eu. rr.e rrulws ser. cd 
l:y CIS u.d OaiiJC)' c:omF!emenl dtc Company'' :rac!inonal :c!ephone ser,.ice s:-ro.,·lder Uld Fr:' :~.:e :'lCf\\OJk orer11or 
r..ukct.s. 

[n the fll1t qua.ner of 1998, U\c Company ICC\Uircd ·" n, .. rr.mufacrwer of dign~l rconHO•t:OU1.1 ll\l(TOWl\ ~ 
ndio ,.,·s~en'.s (or shorr and 1ona haul applicar.ons and a majority stake i.OJ 'S.~CT. :1 j:'~o\ :dcr of zd' trlced 
tclecorrmu.....,;cations s\l.itchina, plalforma ..... :th in~e~ted applications ,on.....·~c. In. ~fay 1 ~9S. !he CompUJy signed 
dcfmiti,·c IJTtemen&l to aequue ~"'!'ICM:, a fac:llirift·bl~~~ J:TO\'I~Cr of tntemanonal ncl'"ork ~cccu, cC'mrr.only 
referred to "' U\e 111du1~ •.s camers c:amef: These ac9u"meMha"e ponooncd the CompUJy 10 offer \t.s cu"omers 
1 complete te!ecommUft.lcanona nciYo'OJk selunon, ~...,clud1111 propnellr)' ec;u•pmenl. plll.ni11J11 az:d e~gmecnng sel'\·ice~ 
and access to intemaoonalloDI distucc. 

The Comp~ny tcaliud si~cmt ~10\'Cmen\1 in ill sales and opcrarins rcsu!u since 199~ as a rcsull of \he 
acquisitions and iDtcnsal ~111 iNdali\·cs. TheCorr1p1nysto11l sales increued by 82.3% in 1997. 69.2~~ in 1996 and 
97.2% i.n 1995. Toulsales for lhc rvst quattn of l99S incrc .. cd by 61.m~ o,·cr the founh quancr of 1997 . . ~s \he 
Compa.~y ir.crcued ill product sates hom tl.l~~ oftoul salts 1n 1994 to 19 Oo/, of toul u.ln in ~~ fust quat'er ~r 
1998, iu JI'OII profit nw&iD befon: special chuaes increased from 12.9o/e in 1994 to 21 .1% in 199~. 29.-'~~ 111 1996, 
3..l.6% i.n 19971nd U.7'K in the rant quncr of 1991. AI a pcrceniiJC o(tollllllcs, the Company's opcnltUal income 
(!ot.s) before special charscs incteascd from(I.S~~)in 199..l to S .O~~ in l~S. l..l.W, in 1996.21 0%_ ~ 1997 and 27 .9~, 
i.n lhe fant qull'cr of 1998. The Co~y wdl connn10c 10 seek funhtr .mrro,·emenu 111 rton prot:t mUJln o'~' nme 
as prOO\ICI offcrin11 inc:Jude more Internally dc\e)('S'(d, acquucd lr.J hcrnscd prod-.t.:a .:c-:-,'--'..IUlli rrorr.c\ll)· 
rcdmoloay. 

Althoul.h lhc Company has aspeuh·rJy J!WSued acquisitions 111 rcccr.t ) can. o' cr 60 percent or !he 
Company's toll1 sal~ po.._,~ siM~ 1994 hu c~ .~om trncma1 1fOv.1h 11\.inab,·n. 11\e Comp&ny hu had 
constdc~bte succcq "' pOWV1J bus~ncssc1 pos\ acqu1unon. mou notably AlT and CIS. as .a result of iu ab1lity to 
provide woriUna capilli, an ute111ive base o(telecommw\iunons cu1tomcn 111d a broad ran'c of surron Jcr. sees. 
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• 
Since January I, 1995! lhe COr.lpllly hu sipitkua~ly strcnamc~d its blluce sheet duouah improved 

o~ratinJ resulls, a SIIS.O nuU1011 ulc or C~\·cn,bl~ subordinated notes, • Sl6.2 m~llion stconclaty public equity 
offcriftJ, procec~ from aock ~·aDd op; ~ cancascs, AnC:i ali\'t:)'tlf Sl~.O million credit facility. The CornpMy 
hll laSCd !his npnal for acq.n~hDftl ~ to IUppOft the 11~kin_l capaul. requvcmmts assoclltcd wilh 1hc Company's 
1,0 ""11\. The Company'• -.-orkiDJ cap1wl and lt~kJioJdcrs equ1ty ~'·e lnCrcas_e,d from 52 3 m~llion and 51 .2 million, 
rcspecri,·cly, at December 31, I'" to Sl20.7 mllhon and 519.1 nulhon, rriptcf\\cly, at ~fuch 31,·1991. 

ReauiU of OperariOns 

The foliO"" in& Wblt seta fonh CCNin fua.ancia\ dlta, represcnrin& each line ilcm tn the Company's CONOiidatcd 
sulcmcnu of orerariona c"pre~std 11 a perccn\a!lt of' total salu, ucept olhcr dau, "h1ch 1s c:o.prcsscd u a perccDW&c 
of tile applicable rc,·cnue 1)-pe: 

Statement of Operadons Data: 

Sales of'producll 
Scl'\•ice m~ues 

To&a1 sales 

Cost of productS sold 
Cost of sci'\ ices 

ToW colt of' salct 

uross profit 

En,i.Dccrin& and ~e,·cloprnent 
SeUiDJ, acaeral a..,cl admiiUWlri\'C 
.4.monizatioD of' aoocS11'ill 
b-process research ud dc'-.·ctopment 
SpecjaJ cbuJcs 

Opcratina iDco:ne (loss} 

Interest and other income 
Interest expense 

lDComc (loss) before ifte4mc IL'US 
111d minority irlteruu 

IncometaxCJ 
Income (loss) before minority intcrcsll 

~linority iDteresu iP eamiziJS of subsidiary 

Net irlcome (Joss) 

01her Dati: 

Gross Marp (Before Special Cbllaes): 
Producu 
Sctviccs 

II 

Qllldll: EDdld :\III:S:b lJ • 
.LUI 1m 

i9.0'~ 
.ll.D 
100.0 

46.9 
..2U 
.w 
32.3 

2.2 
9.1 
2.4 

140.0 
_2J. 

(nO.S) 

3.5 
...JJl) 

(131.2) 
_u 

(134.7) 

__l.i 

~·t. 

4S.l% 
21.1 

/6.4~~ 

ll.6 
100.0 

~9.2 
lQ.J 
w 
!06 

1.6 
9.-a 
I. .a 

lr.2 
1.6 

-
198 
...6.2 
12.9 

-
12 9% 

35.6% 
14.6 



• 
Three ~lonabs Ended ~larch 31, 1998 Complrtd to Thrtt ~tonthl Ended :'\larch 31. 1997 

Sillfl. ToLilsalts incrcurd s IS.S lnlllion. or 76.-l•e. 10 53S.7 nuiiiOn Ill t.he (liS I qu;mrr or 199S from S20 3 
rn)llion in the rant qu&ntr of 1997. Product ul~s :.,CU.lUd 19 79 0~{. of IC~l s~lu m lht fuu qumrr of 199S ftom 
76.4~~ in lhe nnt quuttr bf 1997. 

Producl silts ~rcascd SU.I million. or U.S~'· to S2S.l rNIIion 111 lht f11S1 qu~cr of 199S ftom SIS .S 
million in the r.nt quancr of 1997. The increase related to uln ltnttattd by :-.!ACT , .. d .-\ TI. ·.\h.ich were .lcquved 
effcc1ive ~farcb 1. JMI and Frbnwy 1. 1991, rcspecn\·ely, and .an ~ncreasc of mob1le ncr.,otk equ•~mcnt sold by CIS 

Scn·icc rt\'tniiCI illcrrucd S2.7 '!'~Ilion, or 56.9~~. to 5_7 . .5 ':"'Ilion 1n the fun qc1nrr of 199S from S-l s 
million in 1he r.nt quancr of 1997. ~ U\Cttlst related 10 ens~rttlllJ Sei'!Ces prrforrned by Glll.\)', ~\ h:ch \\ :IS 

1cq11uccS eft'ccn\'t July 1, t 997, and add.ihonal pay ~elcphone rc l'uzbiShmenl tc venues. 

GrDII Pro.flt. uro.a profit ir.cftased 55.3 million. or S.6.0~t. to S J 1.5 nullioa 111 :he f~m cumer of 199S ftom 
56.2 miWon iD lhl firslqull1er Of 1997. CifOI~ profit~Jin inc:rca~td 10 32.3% in the r&rst quu:er of 1998 itom .!0.6% 
in lhe fint quanrr oflt97. urou ~r~ mlrJUI rxc:ludanalhc srec:~al chll&e ofappro'\ur ... mly S3 .~ null ion (sec ~ote 6 
to ••fiDucial SLI..aneMI, ,. ... 41.1% ID the tim (IUII1n of 1991 The l..."''''proved perfcmunce resulted ftom econorrun 
of SCIIC asscciated ,.i'Cb d:_t i6.4~' ~rtiSC in 10111 ulu and \he C~UI&e in ults nu.'l. to procuc lS, .,, l'uch scr:mtlly CUT)' 
I ruptf po.ss proflt mat'JI.D !han Sti''ICC re,·enues. 

Gross profit marain on producu sold inc:rrued to 40.6~• in d:e run quuur of 1998 6 -.~m 35.6% 111 t.he ft.m 
qu.aner of 1997. utOII P!Ofil mupUlCcludinalhe spe~ill chllSC. was 4 5.3~· in the fll'Sl quwer of 1998. Tl:t irn;:ro,·ed 
marJial JClattd to ~ NACT and A~ •~let of Fropncwy cqu:pm~Dt and s~·,te~ a.:1d -.he :r.cruse m s:alu of CIS 
mobile oei"A·ork cqwpment. 11~ of which I!Mf•lly cany ;na:aw Ill e:ueu of ~o IJ'~ ne Corr.pa.:1~·~ ~ -... ,tchir.J 
products upcnenctd dccl~CI :II lfOII tnai'JIR d\U'I....,I the (:rst quitter of 199S pn:TUnly rril:rd :o rt'.M!~ :ortSSUJe 0:1 
!ties of Nor.hem Telecom add-on hsr.cs md related cimat bo~:ds. • 

Gross ;rotit rro.uain on ~·ic:c ~e,·enucs :"II 1 .0~• :.n l...~e flnt qw.r.e! of_I~9S ~ ct'rr:p:ued to 1~ 6% 111lhe 
fu.c quar.cr o( 1997. urou pro~1~ n\UI\D txcl~d:r.J the s;ec1al dtu;c \\:S .. S I·; ;n :.r.e f;.;n .;t:.l!ler of 199S. T::r 
imFr«>'-·err.ent wu due 10 lhc add11lOD of con&u!nn& re\'rnues fTc~ Gala.xy . ._, bch '" n 1cq l; · ~J r :·:·e.;ri\ e b :y l . 1997. 
:!nd imtfO\'Cd muJinl OD tlY te~ephonc rcftubJsJ-~ent rever.uu. 

EttJil':~uinr ond £>6,·~!of''"'"'· EnJU:errinJ ar.d dcvc!o;tment cxp:rues ~.,creased s~-=: .. ;oo. or J.;y . J~:. :0 
SiSS,OOO in \he l'.sst ~~:.~cr of l!9S from Sll6,000 in the f:.rst quanu of 1997 r.~e :.~~rue :., t:\.t:'tn.ses \\U 

ar.nbut.able :o lhc acqu1str.cr.u of~ACT.IIId ."-n 1nd the conn,,o,;ed CXj:ln.llO:'l of t.ic Ccr.:p;~y·s ~"' e!opr::rnt JTOUp. 
EDsinrcriDJ ar.d dc,·elo;:mern cxpcnscl u:crn~td to 2.2% of tcu1 u!n :..n t!:e fLtst ~umrr ci 1119~ f:om 1 6% of to~ I 
sales in lhe first quancr of 1997. 

S•llinr. Gtntral a-r.d. A.dmi~iJtrari~-. E~ptrrsu SellinJ, &encr&l t.'\d •.~untJ\_e e:~.~rnsrs i:lcre.ased S 1 3 
million. or 69.S%, to 53.3 milltoa 1ft 1he r~nt quancr of 1998 from 51.9 nullion m the t:m C>I.:U:er of 1997. ne 
increue related primarily to ex~· IIIOCiatcd ""'ilh \be opcranon.s of SACT, An u:d Gall.'\.)', 'A hich \\•ete .ttquucd 
subsequeDC to d::e t1n1 quarur o( 1997. AI a perccnuae of toul sales, sellills. gcr.enl Uld a6run.istr;,rive uperuu 
decreued 10 9.1% in \be rarst q\:INr of 1998 ~m 9.s•A. in lhc f:m quancr of 1997 . 

.Amoni:ariolt. of G«~tf-,.111. Amoniurion of.soo~h~oill incrrascd S!SO,OOO to S86:1,000 1., lh'~ fust quuter of 
1998 nom 5214,000 &D the (Jill quarter of 1997, pnmanly u l ruult of aood~lll r~cordtd 111 cormecaon with \he 
~ACT, An ud uala.•y acquisidou ud additional Joodv.ill recorded r•latcd to camout pc:rfolllWices for the CIS, 
AIT and Oalaxy acquisilioal. 

Op~ralirrf /ncorr:• Bt/o,. Sptclal ClrDrJtJ. Ope~tinJ mcome before SFtdal charges irtcruscd 56.3 million, 
or l7 t..:w ... o sao.o million in the fantquancr of 1998 from 53.7 nullion Ill the flnl qu&ner of 1997 Oycrati.,& income 
margin incrcucd 10 27.9~~ in the liUIQI!Iai1CfOf 1998 from 18 2~~ 11l t.he (&m quaner of 1997. 
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P.Z'Z 

• PllNC1PAL STOCIUIOLDERS 

roUo•lll' t:~~Jc .m ronh i."\l'onna1fOII CODCcmilla tbl bcBcftcill o•ncnhip or World A~~cn Cornrr.on 
pt of Jvly 10. ~ 9PI. b7 (&) c•ch pcno111 U~Wft to World Accuato be \he bcn~d1l owner of f& .. c pcrc:cnt 

slf'&" or·~' World ~rccn Co~· Stock. (u) nch olthe director• :and carCY1ivc deer• ol World ACI:cn 
~ ~-· be directOrl u.d CUCUII\"0 o!lcen or Wortd Acnn ••• 110\lp. Thu able It based Ol'l i.nfonn~tion 
~ (1»1 bl World ,-cccn di.rcctorr, c.r.cc~o~ti,·c o!lccn Md pri."'Cipalaroctiloldcu. ' 

jd&d 'I 
~ •• .,..u.,.. 

EaadM•Ie o,, ... , T•~o~l i•- r.,.....,, 
N••• 5111. ... o ..... ul •• "'''"""U» -.~~~~,-.u, o.-.. o .... 

~r;?-(J)-····················· 
f~l . suacr " Anoriatu, L tel. ( 4) ... 
~ b'l & Quist Group(~) .. ·· .. ··· 
11..:1~ Odomt$(6)(1) · · · · · · · · · s-well . . 1!. a,.wltt .......... · .... · · · s::; 1.. w .. tt*(7) ............... 
:~ J. Cll&nr.Uf(l) ............. 

~lark ,., Q'cr1cl*(l) . · · · · · · · · · · · · · · · · 
~ p. P!liUI,•t · · · ' ................ 

. .. . . .. . .. . Scol' ~. r.t.41aan* . . . . 
lfarcl• Gmam$ · .. · · · .. · · · · · .. · · · · · · 
~ di:cciO:S L":d UC~\IU\C of!.cc~ U • 

poVll (I pcrso:-.J) . · •. · · · · · · · · · · · · · 

• LIP 1ban on• p~:n:cn.l 
t [)ircc1or 

U:!7.94S 
1.14),640 
1.44P.t07 

Z6'7,ol10 
lii,OOO 
lt.t:n 

172.210 

''·'n 
2.1~l 

IS6,J.J7 

~.)l7.94S IO . .S'.; 
J.t~l.6£0 '·" J.J29.907 6,, 

619,000 9~6.~10 -1.2 
lli,OOO I.S 

~61.125 21~.746 u 
62,000 2l.S,210 1.1 

llt,l,_O 19US! • 
117,J~ llU~ 
47.~00 .:9.6£3 • 

• 

1.290,215 2.1~6.H2 9.) 

• £Jccuti,·e O.Scer . . . 
(I} Bclldlcw O"'':'lcnlu';' ha• ~c~ dctcnnn:cd 1:1 accordance .. -nh R~o~!c lld-l 1:~c!~r tl':c f,~:c-!la::!~ Act 

("Rule UcS·)"), Cnhus otbc .... isc noted. World Accc11 ~lic•n tbat all pcno:u nsm~d i,:, ~tc table !a•·c 
tole ,-vti::JIU .i..'\''ntrr.cnf ?DWCr with :c1pctt lo &!I shL"'&I of World A~ccu C.:rru: 1:1 Sloclc ~::t!cillly 
o-cd b)' t'bem. 

(1) [acJiidCI SbUCI --·.!lich IT:IJ ~ JCqu.ircd !11 tlle CXCI'dSc of stock Oi'liona &nd •li'UAIJ lf&n:cd by World 
/lCRII aDd cacreiublc c:t. cr bc[orc Scptcrubcr 10. 1991. 

()) Sued llp~ iu Schcdl&lo UC !led o:s :.f11 10, 1991. Fi~clity ~f&::&&&c;-r.cnl &. Rcso:.a..,;b CompL~'I 
( .. f"ldeliwy''), 82 Dcwon1birc Sttccc, .loltoa. MwadluseN 02109. 1 wholly...o .. ·ncd subs;4Juy or F~fR. 
Colp. and a iA~'Ci1t:CDI advbcr ~,Fslcrcd udcr Sc~don lOJ ollhc f:'l•utmcnt AcMsrrs Au olt9:o. ia 
the bcaclci&l o•'llcr of tbc sbarCI ol World .Uccu Conuno111 S~ock listed abo•c u a rnwt cf ac:i:-.a u 
m•cUI:'ICOt advilcr 10 varioul inwttmnt com,uaict rc,Fstcrcd u.ndcr Sccrio::~ I of l!lc htvftn".CCIU 
Company Act of 19&0. The UDCNIII1 lil1•d abo¥• iDciYdcl 64J,l4S •ha.cs or World Accns Cor.nnoaa 
51GCk iullable Upoll ~llYtnioft of tbe •. s .. ca .. rtiblc S~aborctiAa\cd Notca of World Access beld by 
Adcllty or it• .51ia1C.s. 

(CJ Jucd ~o~pon iu Scbcdu.lc UO 61~ oa FcliNuy P. 19U, Pilariat Bu1cr A Auoci~tcs, Ltc:L· (''Piqrim 
Iuter'') il .aD iRVCiotmcr.t 14hbor rcptctcd under Hction 20J oltbc lnvnuunu Advison Act or 19.¢0. 
hs pdlldpal plac• of bu.riAc11 IJIU Dupgrtail lload, Wa)'D•. PtiUIIJh•ania 19oa1. Oflbc total JblllU of 
World Acca11 Cemon Stock baclclUIJ owa.cl b7 ic. PiJpim I uta llu a of• po•cr to vole or 10 dil"t 
ma YOt• ol oaly 1.601~ .~a .... vi WorN Acce•• COIDIDGII S\ock. 

U) luad Oil ill Schcclu .. I JO a.l•cl o• Marc~ P. I ttl, Huabrecbt A Q..Wt Ciro~o~p ("HAQ Group") may bo 
dAIMd 10 owu thl sbarct ol World Acccts Common Stoclr: owaod b7 Hambrccbt A Qw't Califom.ia 
("HAQ CalilbnLia"), • .. boUy-owa•d tubtidiaq' ol HAQ Group. HAQ Croup's IUid HAQ Cabtonaia'• 
priDcipll placa or b\n~cu is One lu1b Smct. Su Francisco, Calll'omla 941GI. 

(6) lndllldn 11.000 •b~• bcld in the aurcaala by hoo mU.or chiJdrco of Mr. Odora. 
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Afte~ cc•~oa-ble 4nqu~~1 ~nd to the be~t ol ~1 ~nQwlcuyc 
IM:li.cr, l ccctHy Uwt the infor&.Jtion s.::t io,·th u1 lll.i.:o 
SChedule 13G ia connect'on w~th ~MR COrp.·~ bcnct1r.1~1 
o~n•rship Qf lhe ca.non atock of ~o.Jd Acc~~s. ln~vc1~r~tcu ~t 
Ap~il JO, 1~~8 i$ t~, ca.pl~tc •nd correct. 

I'W}' lO, 19!)8 

/~/tc1c o. Roitec 
Si9nat""~ 

Eric a. Raitu 
~ly &\lthoci.t.ed under fowar: of 
Attocney 
li.lted OltCUibcc lU, L'97. bJ 
Pd on bt!N1t. 
ol ftUI COZp. •nd ibl d1re~t 
Pd lndi.nc:t 
.sub.ldl•cie~ 

SCitiOULE UG • '1'0 K IIICJ.&I0£0 IN STA1'01Dn'S 
1"11.10 IUUUMtT TO .,1.& 1 ld·l (1:11 or lld•2 I b) 

Puc~~Uant to tiM lutncUGG:~ iA lt.- 7 ot kMdule 1JC, FidaUtr 
~C 6 ..... ~cb co.p.ny t•r1delity•J, 12 DovonJhlrc Stre•t, Uo~ton. 
-..~chua•tt• 0210t, a ~lly-owned a~idi•rr of FMR Corp. •nd ~ Ln~O$l~t 
.adWiar .r-t.UtaPid \IIMIK Section ZOl of tho lnvc::stMnt Ad•i:aera Act of a•o. 
£~the bcnotici•L OMnet of 2,121,94~ sh1te1 or lO.Sll ot th~ ~stock 
o.t~t~nt ot No.rld Accoa~, lncorpo~•ted t•~he Ca.p~ny•J •~ a r:cault of 
•ctlRq ~ inweat.ent ~viae~ to v~~ious lnvUQt~nt c~nie~ roql~tered undcc 
Section 8 of tM lowaat.cnt C~ny Act ol 194~. The n~cr ot slwre:o ot 
~n ~tack ot Macld Acce~a. (PCO~r~ted oNned by the inve~tmcnt co~nic~ 
~t Ap~il JO, 1'91 included 6•1,34~ ~ce~ o£ c~n atock ·~~ultinq frqm the 
uased conYersion of 2l, 1)0,000 :.oh4re:.; ol U1~ Wocltl Acce~:; CNV t. 5\ !0/0l/02 
lf~A {27.004219 ~h~re~ at c~n :;tock fo~ each Jh~rc ot the World Acces~ CNV 
4. S\ 10/01/02 14tA) . 

bt.lp:/Jwww~.eovlkdUYc:ilcdgarl~lSOCi610000llSO€i6-9B-00lSJO.I7.t 
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'l'hc o.,tn:t.:;htp ol one invest~~ef't co.p • .ny, ~·.i.d~:J.it:.}' Sclct:.t 
Tclec~un.lc.at.ion:o. olaiOuntcd to l,lU,JOO :~h.-.cc.:; or !.a.€6l\ ot tho.:: .:<XWnoh :.toc:k 
out~oL.and.i.nq. r.idc:l..ity Sel<~tct. T~lccoMUnic.:at£.OII!i h.).:> ll;'; jlCLnCqMl IJu;;.alw:.:. 
otC~co ~t 82 Dcvon$blcc St~~et, So~ton, ~~~~~chu~clt~ 0210~. 

Edw;ud C. Jot"lnson ld, FMI< Co&-p., lhL""OU(Jh lt::; conlcol ct t'i.d121jt \'• .;nc.J Lhc 
f~nc.l.s C.lch lw~ :JOlC pow~r; lO dupos~ O( the 2, )ll, 'J-6~ :;h .. !"o!:O o-.ncd ur Lh1~ 
t'und:.. 

lf~:i.thec tl'U\ Cocp. nor ~~.u·d c. Johll::;on Jd, t:h.,icu.an ot FMK t:ucp., h .. ~ 
\.he ~ol.: ra-.:r to Vl)lct oc chcec:t the 'fOtincJ ~!tilt! :;lz.,cc:; uwn..::d dln.:.:tly b1 
the f"i.dcli.ty f"und!i, which power rc:sid.:$ wi.th Llu~ t'l.&tld.:o' Uo.ard:t u( Tna:oto.:.::o. 
fi.deHt.y c.acUC$ out. the volin~ of the :.~h.uc::; under "'"' ilt.~ll <Juic.Jcl inc:J 
~st.abli:;h~d by Ln.: ~~nda· HO•r~ o( Tc~tc.:~. 

~Ca O{ the £dw~£d C. John~On )d f~ily ~nd l'~~t~ (O( thCl' bcnc(~t 
~rc th• prcdo.in.nt own•r• or Cl~a~ 8 ~~Cc$ o[ c~ ~lock o( ~ Cocp., 
~apr~e~t~nq ~~i .. L•lr 49\ at tbe voting pawec of fMR Cocp. Mr. John~on 
1d ~ 12.01 ~ Abit•Ll Jobn~on OWDS 2t.~1 of the ~qqtcq4te o~t~tundinq 
votincJ :itoc& at f1lll CQrp. M.-. JohnMn 3d .i:~ Ch4l.i.uwn or ntfl. CoJ:(J· o1nl.l Ab~CJ~i t 
P . .Jobn:oon h .a Dicoctor or fMM Corp.. Thv John~vn faaily qro\lp ~nd <JJJ. othc r 
Cl•.sa D .slwcehalcku holwe ante~ted i.nto • :ah.ar-t:hold-.:n' voC:.Lilq •9cc~nl ~\dec 
which -·l Cla~a 0 ~rea wiLL be YOtod in •ccordancu with the ~jority vote ur 
Cl•~a B .sh•c~s. Acco~ft9l). through thuic ownership oC votinq CGMDOn ~tnck 
oliJd tile: ~o¥CCI.It ion Of thO »b..EchoidoC":l1 VOt i..nq 019CCI!C111Cnl, IIIC:~C$ Ot the 
Jaflnson IONii.llf .. , bs cloeMd. under tbc lut'c:lit...:nt CUfNAY 1\<.:t ol. 194D, lo 
toa- • contcollinq q~ ~ith c•~pcc~ to FMR Corp. 

SCUI:DULI:: lJC - 1'0 Da: INCUIUEO 1M STA'QIIEHfS 
FU.£0 fURSaAII! '1'0 lUI.£ Ud-1 (b) oc Lld·2 tb~ 
AUU: l Jd-l( n U I ltiCiiiEfMIJfr 

The u~c•iqaod pecsans. oft ~lf 10. !998. ~9rce •nd consent lo the joint 
(iiint on their beb.11 of this Schedule l)G in conn~ctlun with their 
bcuaeUci.ll ownauhi.p ot the QQIIIDDI\ 4tDC., oC Horld t\cc~u. lncorpar~tcu <~t 
ftpcil JO. 1991 • 

.,. Corp. 
Dy /3/£ric 0. Raitoc 

£de D. Rol..tcr 
Duly •uthorhed !Uidec Poft.c of 
Attorney 
4-lted Dlllcubcc lU, 1~97, b~ 
.ind on bab.alf •• 
ot ~ CGrp. and it4 dicect · 
and indirect ~ub$Ldi•clcs 

&dw•cd C. Jobnaon ld 
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• EXHIBIT 8 • 
List or 10'11 or Grater Direct and Indirect 

Stockholders or W AXS INC. 

Name & Address Citizenship Principal Busjness 

Direct Stockholder: 

Fidelity Management & Research Company 
82 Devonshire Street 
Boscon, MA 02109 . 

u.s. Investment advisor 

Fidelity Management&. Research Company is a wholly·owned subsidiary of r~IR Corp. 

Indirect Stoclcholdcr: 

FMR Corp. 
82. Devonshire Sucet 
Boston, MA 02109 

u.s. Investment advisor 

None of the shareholders of FMR Corp. own a 10% or greater interest in WAXS INC. 



• • EXHIBIT C • 
loterlockloc Directorates or W AXS INC. 

Director 

Stephen J. Clearman 

Stephen E. Raville 

Hensley E. West 

Steven A. Odom 

John D. Phillips 

01ber Djrcctorates 

Expen Software. Inc. 
Member\Vorks lncorporatetl 
SeaMED Corporation 
Desk Talk Systems, Inc. 
Storeroom Solutions, Inc. 

Eltrax Systems, Inc. 
Chaner Communications International, Inc. 
USDA, Inc. 
First Southeastern Corporation 
Cleveland Electric, Inc. 
MK Industries, Inc. 
S & J Investments, Inc. 

None 

None 

Cherry Communications lncorpo. ated 
d/b/a Resurgens Communications Group 

Cherry Communications, U.K., Ltd . 

. · 




