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** FLORIDA PUBLIC SERVICE COMMISSION ** 

DIVISION OF REGULATORY OVERSIGHT 

CERTIFICATION SECTION 


APPLICATION FORM 

for 


AUTHORITY TO PROVIDE 

ALTERNATIVE LOCAL EXCHANGE SERVICE 


WITHIN THE STATE OF FLORIDA 


Instructions 

This form is used as an application for an original certificate and for approval of 
the assignment or transfer of an existing certificate. In the case of an assignment 
or transfer, the information provided shall be for the assignee or transferee (See 
Page 12). 

Print or type all responses to each item requested in the application and 
appendices. If an item is not applicable, please explain why. 

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

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

Florida Public Service Commission 
Division of Records and Reporting 
2540 Shumard Oak Blvd. 
Tallahassee, Florida 32399-0850 
(850) 413-6770 

If you have questions about completing the form, contact: 

Florida Public Service Commission 
Division of Regulatory Oversight 
Certification Section 
2540 Shumard Oak Blvd. 
Tallahassee, Florida 32399-0850 
(850) 413-6480 

FORM PSC/CMU 8 (11/95) 
Required by Commission Rule Nos. 25-24.805, oo cut-'.on 1-1 1 ', H~~Q - 0 TE 
25-24.810, and 25-24.815 
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AP P LI CAT1 ON 

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

( ) Original certificate (new company). 

( X ) Approval of transfer of existing Certificate: Example, a non-certificated 
company purchases an existing company and desires to retain the original 
certificate of authority. 

This application seeks approval of a transfer of the certificate of SCC 
Communications Corp. (“SCC”), Certificate No. 7736 granted on 
January 20,2001 in Docket No. 001751-TX, from SCC to SCC’s direct 
wholly-owned subsidiary, lntrado Communications Inc. Please see 
Exhibit A attached hereto for a further description of the authority 
requested in this application. 

( ) Approval of assignment of existing certificate: Example, a certificated 
compariy purchases an existing company and desires to retain the 
certificate of authority of that company. 

( ) Approval of transfer of control: Example, a company purchases 51% of 
a certificated company. The Commission must approve the new 
controlling entity. 

2. Name of company: 
intrado Communications Inc. This application seeks approval to transfer 
the  certificate of authority of Applicant’s parent company (SCC 
Communications Corp.) to lntrado Communications I nc. 

3. Name under which the applicant will do business (fictitious name, etc.): 
Same as above - lntrado Communications Inc. . 

4. Official mailing address (including street name & number, post office box, city, 
state, zip code): 
6285 Lookout Road 

Boulder, CO 80301 

FORM PSClCMU 8 (I 1/95) 
Required by Commission Rule Nos. 25-24.805, 
25-24.810, and 25-24.815 



5. Florida address (including street name & number, post office box, city, state, 
zip code): 

CT Corporation System 
1200 South Pine island 
Plantation, FL 33324 

6. Structure of organization: 
( ) Individual ( X ) Corporation 
( ) Foreign Corporation ( ) Foreign Partnership 
( ) General Partnership ( ) Limited Partnership 
( )Other 

7. If individual, provide: 

Name: 

Title: 

Address: 

Ci tylStatelZi p: 

TeIephone No.: Fax No.: 

Internet E-Mail Address: 

Internet Website Address: 

8. If incorporated in Florida, provide proof of authority to operate in Florida: 

(a) The Florida Secretary of State corporate registration number: 

FORM PSCICMU 8 (1 1/95) 
Required by Commission Rule Nos. 25-24.805, 
25-24.81 0, and 25-24.815 
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9. If foreign corporation, provide proof of authority to operate in Florida: 

(a) The Florida Secretary of State corporate registration number: 

Applicant lntrado Communications Inc. is in the process of obtaining a 
corporate registration number from the Florida Secretary of State. lntrado 
Communications Inc.3 corporate registration number will be provided to the 
Commission as soon as it is available. 

10. If using fictitious name-d/b/a, provide proof of compliance with fictitious 
name statute (Chapter 865.09, FS) to operate in Florida: 

(a) The Florida Secretary of State fictitious name registration number: 
NlA 

11. If a limited liability partnership, provide proof of registration to operate 
in Florida: 

(a) The Florida Secretary of State registration number: 

12.If a partnership, provide name, title and address of all partners and a 
copy of the partnership agreement. 

Name: 
Title: 

Ciiy/State/Zi p: 
Telephone No.: Fax No.: 
Internet E-Mail Address: 
Internet Website Address: 

13. If a foreiqn limited partnership, provide proof of compliance with the 
foreign limited partnership statute (Chapter 620.1 69, FS), if applicable. 

(a) The Florida registration number: 

14. Provide F.E.I. Number {if applicable): 

84-1 597262 

FORM PSClCMU 8 (11195) 
Required by Commission Rule Nos. 25-24.805, 
25-24.810, and 25-24.815 
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15. Indicate if any of the officers, directors, or any of the ten largest stockholders 
have previously been: 

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

NO 

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

The officers and directors of the Applicant also are officers and directors of 
Applicant’s pa’rent company, SCC Communications Corp. SCC Communications 
Corp. is authorized to provide alternative local exchange service in Florida. See 
Certificate No. 7736, granted on January 30, 2001. By this application, authority is 
requested to transfer the certificate previously granted to SCC Communications 
Corp. from SCC to the Applicant, SCC’s direct, wholly uwned subsidiary. 

16. Who will serve as liaison to the Commission with regard to the following? 

(a) The application: 

Name: David A. Huberman 
Title: Regulatory Counsel 
Address: 6285 Lookout Road 
City /Stat elZi p : Boulder, CO 
Telephone No.: (303) 581 -5789 Fax No.: (303) 584 -0900 
Internet E-Mail Address: dhuberman@intrado.com 
tnternet Website Address: http://www.intrado.com 

FORM PSClCMU 8 (1 1/95) 
Required by Commission Rule Nos. 25-24.805, 
25-24.81 0, and 25-24.81 5 

5 



(b) Official point of contact for the ongoing operations of the company: 

Name: Gary A. Klug 
Title: 
Address: 6285 Lookout Road 
CitylStatelZip: Boulder, CO 80301 

Director - State Requlatory Affairs 

Telephone No.: (303) 581-6034 Fax No.: (303) 581 -0908 
Internet E-Mail Address: gklug@intsado.com 

Internet We bsi te Address : http://www.intsado.com 

(c) Complaints/lnquiries from customers: 

Name: Please see (b) above 
Title: 
Address: 
C itylS tatelZi p : 
Telephone No.: Fax No.: 
Internet E-Mail Address: 
Internet Website Address: 

17. List the states in which the applicant: 

(a) has operated as an alternative local exchange company. 

Applicant lntrado Communications Inc. does not provide commercial 
telecommunications services in any state at this time. 

(b) has applications pending to be certificated as an alternative local exchange 
company. 

Applicant does not have any application pending at this time. 

Applicant's parent company SCC Communications Corp. (the current certificate 
holder and Transferor herein) currently has applications for certification as an 
alternative local exchange carrier pending in the following states: Arizona, 
California, Georgia, Kansas, Louisiana, Maryland, Missouri, New Jersey, North 
Dakota, Pennsylvania, Tennessee, Utah, Virginia, and Wyoming. Applicant is in the 
process of amending such applications to substitute lntrado Communications Inc., 
the Applicant herein, as the Applicant in the pending applications listed above. 

(c) is certificated to operate as an alternative local exchange company. 

Applicant currently is not certificated to operate as an alternative local 
exchange company in any state. Applicant's parent company SCC 

FORM PSClCMU 8 (1 1/95) 
Required by Commission Rule Nos. 25-24.805, 
25-24.810, and 25-24.815 
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Communications Corp. (the current certificate holder in Florida and the Transferor 
herein) is currently authorized to provide telecommunications services in Alabama, 
Texas, Colorado, Connecticut, Idaho, Illinois, Indiana, Kentucky, Massachusetts, 
Michigan, Minnesota, Montana, New Mexico, New York, North Carolina, Oregon, 
South Carolina, Washington, and the District of Columbia. Applicant is in the process 
of seeking regulatory approval to transfer each of these certificates from SCC to the 
Applicant. 

(d) has been denied authority to operate as an alternative local exchange company 
and the circumstances involved. 

NONE. Neither the Applicant lntrado Communications Inc. nor Applicant's parent 
company SCC Communications Corp. has been denied such authority in any 
iurisdiction. 

(e) has had regulatory penalties imposed for violations of telecommunications 
statutes and the circumstances involved. 

NONE. Neither the Applicant lntrado Communications Inc. nor Applicant's parent 
, copnpany SCC Communications Corp. have had any regulatory penalties imposed 
in any jurisdiction. 

(f) has been involved in civil court proceedings with an interexchange carrier, local 
exchange company or other telecommunications entity, and thecircumstances 
involved. 

Estate of Harris v. Southwest Central Dispatch, et al. - Along with Ameritech and 
Southwest Central Dispatch, SCC is named as a co-defendant in a wrongful death 
lawsuit filed in Cook County, Illinois. The lawsuit alleges that the death was caused 
when t h e  9-!-1 dispatcher failed to follow procedures properly, Ameritech and SCC 
(as Ameritech's agent) failed to maintain the ALI database properly, and emergency 
personnel responded to the wrong location. SCC has investigated the underlying 
circumstances extensively, and SCC has determined that it is not culpable in this 
matter. The lawsuit currently is in discovery, and the trial currently is scheduled to 
begi'n on February 25, 2002. 

I .  ' 

Cummins v. SCC, et al. - Along with Qwest and others, SCC is named as a co- 
defendant in a wrongful death lawsuit filed in Lewis County, Washington. The 
lawsuit currently is in discovery. 

FORM PSCICMU 8 (11/95) 
Required by Commission Rule Nos. 2524,805, 
25-24.810, and 25-24.815 
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18. Submit the foIlowing: 

A. Managerial Capability: give resumes of employeesloficers of the company 
that would indicate sufficient managerial experiences of each. 

. 
a 

Please sa0 Exhibit B hereto. This application seeks authority to transfer the 
certificate of Applicant’s parent company, SCC Communications Corp., from 
SCC to the Applicant (Intrado Communications Inc.), a direct wholly owned 
subsidiary of SCC. Upon approval of the transfer, Applicant lntrado 
Communications Inc. will continue to rely on the same proven management team 
to provide service. lntrado Communications Inc. will be run on a day-to-day basis 
by the current core management of its parent company, SCC. lntrado 
Communications Inc. also will rely upon the expertise of individuals that joined 
SCC after the Commission approved SCC’s application for certification. The 
qualifications of these key personnel are included in Exhibit B hereto. 

A description of SCC’s key managerial personnel and their qualifications was 
provided to the Commission in SCC’s application for certification authority, and 
the qualifications of such management personnel were approved by the 
Commission in its grant of certification to SCC. Because the Applicant will 
continue td rely on the qualifications of those same management personnel upon 
approval of this application to transfer SCC’s certificate, the Commission’s 
previous finding that SCC possesses the managerial qualifications to provide the 
services covered by its certificate continues to be applicable to lntrado 
Communications Inc. 

Exhibit B contains a description of the applicable management personnel. 

B. Technical Capability: give resumes of employeeslofficers of the company 
that would indicate sufficient technical experiences or indicate what 
company has been contracted to conduct technical maintenance. 

Please see Exhibit B hereto. This application seeks authority to transfer the 
certificate of Applicant‘s parent company, SCC Communications Corp., from 
SCC to the Applicant (Intrado Communications Inc.), a direct wholly owned 
subsidiary of SCC. Upon approval of the transfer, Applicant lntrado 
Communications Inc. will continue to rely on SCC’s current team of highly 
qualified employees to provide service. lntrado Communications Inc. will be run 
on a day-to-day basis by the current core management of its parent company, 
SCC. lntrado Communications Inc. also will rely upon the expertise of individuals 
that joined ‘SCC after the Commission approved SCC’s application for 
ckrtification. The qualifications of these key personnel are included in Exhibit B 
hereto. . 

FORM PSClCMU 8 (I 1/95) 
Required by Commission Rule Nos. 25-24.805, 
25-24.810, and 25242315 
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A description of SCC’s technical qualifications was provided to the Commission 
in SCC’s application for certification authority, and the technical qualifications of 
SCC were approved by the Commission in its grant of certification to SCC. 
Because the Applicant will continue to rely on the qualifications of those same 
technical employees upon approval of this application to transfer SCC’s 
certificate, the Commission’s previous finding that SCC possesses the technical 
qualifications to provide the services covered by the certificate continues to be 
applicable to lntrado Communications Inc. 

C. Financial capability. 

The application should contain the applicant’s audited financial statements for the 
most recent 3 years. If the applicant does not have audited financial statements, it 
shall so be stated. 

Please see Exhibit C hereto. S‘CC, the parent company and current certificate 
holder, will be wholly responsible for the funding of the certificated entity upon 
transfer of the certificate to lntrado Communications Inc. In granting certification 
authority to SCC, the Commission found that SCC has access to the financing and 
cap-ita1 necessary to provide the services covered by the grant of certification. In the 
brief six-month period since the grant of certification authority to SCC, SCC’s 
financial qualifications to provide service have not changed. The financing and 
capital necessary to provide service continues to be available, as demonstrated in 
SCC’s Annual Report and SEC Form 1 O-K, which includes SCC’s financial 
statements, and which are attached hereto as Exhibit C. 

Applicant lntrado Communications Inc. is a newly formed corporation that is a direct, 
wholly owned subsidiary of SCC. As a newly formed corporation, lntrado 
Communicatibns Inc. does not have its own financial statements. However, as 
lntrado Communications Inc. will rely on its parent company for financial support, the 
Commission likewise may continue to rely on its previous finding of financial ability in 
support of this application to transfer SCC’s certificate to lntrado Communications 
Inc. , 

The unaudited financial statements should be signed by the applicant‘s chief 
executive officer and chief financial officer affirming that the financial statements are 
true.aid correct and should include: 

I. the balance sheet; 

2. income statement; and 

3. statement of retained earnings. 
. ,  

FORM PSClCMU 8 (1 1/95) 
Required by Commission Rule Nos. 25-24.805, 
25-24.810, and 25-24.815 
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NOTE: This documentation may include, but is not lihifed to, financial statements, a 
projected profit and /oss sfafement, credif references, credit bureau reports, and 
descriptions of business relafbnships with financial institutions. 

Further, the following (which includes supporting documentation) should be provided: 

1. written explanation that the applicant has sufficient financial capability to 
provide the requested service in the geographic area proposed to be served. 

2. written explanation that the applicant has sufficient financial capability to 
maintain the requested service. 

3. written explanation that the applicant has sufficient financial capability to 
meet its lease or ownership obligations. 

Please see Exhibit C hereto. 

FORM PSCICMU 8 (11/95) 
Required by Commission Rule Nos. 25-24.805, 
25-24.81 0, and 25-24.8A5 
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THIS PAGE MUST BE COMPLETED AND SIGNED 

** APPLICANT ACKNOWLEDGMENT STATEMENT ** 

1. REGULATORY ASSESSMENT FEE: I understand that all telephone companies 
must pay a regulatory assessment fee in the amount of .15 of one percent of gross 
operating revenue derived from intrastate business. Regardless of the gross operating 
revenue of a company, a minimum annual assessment fee of $50 is required. 

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

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

4. APPLICATION FEE: I understand that a non-refundable application fee of $250.00 
must be submitted with the application. 

UTILITY OFFICIAL: 

Craiq W. Donaldson 
Print Name 

Vice President and General Counsel 
lntrado tnc. 

Title Date 
I fMa SCC Communications Cora.) S - Z - d f  

1303) 581 -5600 1303) 581 -0900 
Telephone No. Fax No. 

Address: 6285 Lookout Road 
Boulder, CO 80301 

FORM PSC/CMU 8 (1 1/95) 
Required by Commission Rule Nos. 25-24.805, 
25-24.810, and 25-24.81 5 
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THIS PAGE MUST BE COMPLETED AND SIGNED 

AFFIDAVIT 

By my signature below, I ,  the undersigned officer, attest to the accuracy of the 
information contained in this application and attached documents and that the 
applicant has the technical expertise, managerial ability, and financial capability to 
provide alternative local exchange company service in the State of Florida. I have read 
the foregoing and declare that, to the best of my knowledge and belief, the information 
is true and correct. I attest that 1 have the authority to sign on behalf of my company and 
agree to comply, now and in the future, with all applicable Commission rules and orders. 

Further, I am aware that, pursuant to Chapter 837.06, Florida Statutes, "Whoever 
knowingly makes a false statement in writing with the intent to mislead a public 
servant in the performance of his official duty shall be guilty of a misdemeanor of 
the second degree, punishable as provided in s. 775.082 and s. 775.083." 

UTILITY OFFICIAL: 

Craiq W. Donaldson 
Print Name 

Vice President and General Counsel 
lntrado Inc. 

Title Date 
/f/k/a SCC Communications Corp.) rs-2-0 / 

1303) 581 -5600 1303) 58 1 -0900 
Telephone No. Fax No. 

Address: 6285 Lookout Road 
Boulder, CO 80301 

FORM PSC/CMU 8 (1 1/95) 
Required by Commission Rule Nos. 25-24.805, 
25-24.81 0, and 25-24.81 5 
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INTRASTATE NETWORK (if available) 

Chapter 25-24.825 (5), Florida Administrative Code, requires the company to 
make available to staff the alternative local exchange service areas only upon 
request. 

'I. POP: Addresses where located, and indicate if owned or leased. 

2. SWITCHES: Address where located, by type of switch, and indicate if 
owned or leased. 

3. TRANSMISSION FACILITIES: PBP-to-POP facilities by type of facilities 
(microwave, fiber, copper, satellite, etc.) and indicate if owned or leased. 

POP-to-POP OWNERSHIP 

FORM PSCICMU 8 (I 1/95) 
Required by Commission Rule Nos. 25-24.805, 
25-24.810, and 25-24.815 
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CERTIFICATE SALE, TRANSFER, OR ASSIGNMENT STATEMENT 

I, (Name} Craig W. Donaldson, 

(Title) Vice S l n t r a d o w a  President and General Counsel SCC 
Communications Corp.) 

and current holder of Florida Public Service Commission Certificate 
Number # 7736, have reviewed this application and join in the petitioner’s request for a: 

of (Name of Company) 
- 

( ) sale 

( X  ) transfer 

( ) assignment 

of the above-menimed certificate. 

UTILITY OFFICIAL: 

Craia W. Donaldson 
Print Name 

Vice President and General Counsel 
lntrado Inc. 
1fMa SCC Communications Corm) 
Title Date 

2 - C - 0 /  

1303) 581 -5600 1303) 581 -0900 
Telephone No. Fax No. 

Address: 6285 Lookout Road 
Boulder, CO 80301 

FORM PSC/CMU 8 (1 1/95) 
Required by Commission Rule Nos. 25-24.805, 
25-24.81 0, and 25-24.81 5 
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EXHIBIT A 

Explanation of Application and 
Authority Being Requested 



EXHIBIT A 

EXPLANATION OF APPLICATION AND AUTHORITY BEING REQUESTED 

SCC Communications Corp. (“SCC”) is the current holder of Florida Public 

Service Commission Certificate # 7736. In order to promote operational and other 

internal corporate efficiencies, SCC made the decision to undergo a name change and 

internal corporate restructuring whereby: (1) SCC’s name is changed to Intrado Inc.; 

and (2) a wholly owned subsidiary of SCC is created, called Intrado Communications 

Inc. By this application, SCC seeks authority to transfer its Certificate to the newly 

created wholly owned subsidiary, Intrado Communications Inc. Following approval of 

this transfer, Intrado Communications will provide the regulated intrastate services 

covered under SCC’s certification. 

A diagram of the new corporate structure is attached as part of this Exhibit A. 

As detailed in this application, this name change, corporate restructuring, and pro- 

forma transfer of SCC’s certificate to its wholly owned subsidiary Intrado 

Communications will neither result in any changes in the terms and conditions of SCC’s 

current services, nor result in any changes in the management and technical expertise, 

operation and control, and financial qualifications to provide service that were previously 

approved by this Commission. Therefore, the transaction will be seamless to the 

provisiun of service in Florida. 

Because SCC previously demonstrated that it possesses the technical, managerial 

and financial resources to provide alternative local exchange service in Florida, and 

because no changes in the managerial, technical or financial qualifications will result 



from the transfer for which approval is requested herein, it is respecthlly submitted that 

expedited approval and grant of this application is appropriate and in the public interest. 



,' . 

EXHIBIT B 

Key Managerial Personnel 



KEY MEMBER NAMEITITLE: 

DEPARTMENT: 

KEY MEMBER EMPLOYMENT HISTORY 
SUMMARY OF EMPLOYMENT HISTORY: 

George Heinrichs 
President & Chief Executive Officer 

Executive 

Mr. Heinrichs has worked the public safety field for over I O  years. This included active involvement in 
state and national advisory boards for law enforcement information systems. He left the public safety 
field to found Intrado. Prior to founding the company, Mi-. Heinrichs has served in a variety of public 
safety and criminal justice positions. 

Mr. Heinrichs formal education was in the field of computer science. His professional affiliations 
include National Emergency Number Association (NENA), National Sheriff's Association, Association 
for Public Safety Communications Professionals (APCO), Cellular Telephone Industry Association, and 
the Association for Computing Machinery. In addition to his CEO duties at Intrado, he also serves on 
the Advisory Board for the University of Colorado Center for Entrepreneurship and is a member of a 
local school board. 



DEPARTMENT: 
~ ~~ ~ ~~ ~~ ~ 

CURRENT RESPONSIBlLITIES/DUTIES AT INTRADO: 
Mr. Meer is responsible for all network related product and services design, installation, and operations 
at Intrado. Additionally, he is responsible for identifying and implementing key strategic technology and 
technology service relationships with other organizations. This includes system level design and 
architecture of Intrado products involving computer telephony integration and design of data 
communications networks supporting the fntrado National Data Services Center. 

Vice President & Chief Technology Officer 

Executive 

Mr. Meer has been responsible for the design, implementation, and operation of emergency voice, data, 
and radio communications networks that today support in excess of 100 million people’s public safety. 

KEY MEM8ER EMPLOYMENT HISTORY 
SUMMARY OF EMPLOYMENT HISTORY: 
One of the original founders and principals of lntrado for 17 years. 
telecommunications and RF experience, 

Mr. Meer has over 20 years of 
of those years in public safety. 

Mr. Meer was principal architect of numerous integrated CAD/91 l/Selective Routing systems throughout 
North America, RF designer and implementer of STORRM, Boulder County’s Flash Flood Early Warning 
System. 

As the past chairman of the Engineering and Research Committee of the Colorado chapter of the 
Associated Public Safety Communications Officers, Mr. Meer developed a program of technical 
assistance for Colorado agencies. This program has been adopted at the national level and is now 
available to virtually all government communications users in the country. He also developed the 
curriculum and organized the first technical communications seminar held for Colorado Public Safety 
Communications professionals. This seminar is now sponsored yearly by Colorado State University. 
Mr. Meer is atso a contributing author to the national reference publication “Public Safety 
Communications Standard Operating Procedure Manual.” 

Mr. Meer is also a former police officer and paramedic, having over 10 years experience working and 
teaching in the areas of advanced life support, law enforcement operations, and systems and public 
safety communications. 

Mr. Meer is certified by the State of Colorado Police Standards and Training Board to teach 
communications, communications system design, EMS Management, and Medical Practices. His 
honors include a Presidential Award of Excellence for the application of computer technology to 
environmental Drotection. 

2 



Key PeRonne,l 
KEY MEMBER NAMEITITLE: I Michael Dingman, Jr. 

DEPARTMENT: 
Chief F inada l  Officer 
Executive 

I 

CURRENT RESPONSlBlLlTlESlDUfIES AT INTRADO: 
Responsible for financial planning and corporate finance at Intrado. 

SUMMARY OF EMPLOYMENT HISTORY: 
KEY MEMBER EMPLOYMENT HISTORY 

Dingman Associates 

Lazard Freres & Co. 

Michael Dingman brings more than 1 7 years of diversified financial management experience to Intrado. 

Prior to joining Intrado, Mr. Dingman served as CFO and treasurer of RMI.NET, Inc., an lntemet 
business solutions provider. At RMl.NET, Inc., Mr. Dingman was responsible for corporate finance and 
management of investment banking relationships, budgeting, cash flow forecasting, acquisition 
valuation, and overall financial management. 

President/ Founder 

Associate/Mergers & 
Acquisltlons 

Mr. Dingman also has extensive experience in financial consulting as president and founder of an 
investment consulting firm. Early in his career he worked in mergers and acquisitions with Lazard 
Freres and Co. 

Degrees: BS, MBA 

COMPANY NAME 1 POSITION HELD 

Consultants, tnc. 

Companies 

RELATED EXPERIENCE 
Responsible for all financial aspects and capital 
requirements of a public e-commerce solutions firm, 
with $50MM in annual sales and 450 employees, 
providing products and services in both the software 
and connectivity segments of the Internet space. 

Responsible for overall aspects of business 
operation and management of a registered 
investment advisory firm and a fully disclosed non- 
clearing securities broker-dealer. 

Responsible for overall aspects of business 
operation and management of a registered 
investment advisory firm (Owen-Joseph Asset 
Management) and a fully disclosed non-clearing 
securities broker-dealer (Owen-Joseph Securities). 

Responsible for overall aspects of business 
origination and management of consulting and 
financial advisory engagements. 

Responsible for preparation of selling documents, 
valuatlon analysis and financial modeling associated 
with the purchase or sale of U.S. and multinational 
businesses. 
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KEY MEMBER NAMEKITLE: 

I 
DEPARTMENT: I Executive 

Larry Jennings 
Sr. Vice President Business Operations 

CURRENT RESPONSIBILITIES/DUTIES AT INTRADO: 
Mr. Jennings is responsible for the day-to-day operations of the entire company and acts as liaison to the 
business unit vice presidenugeneral managers. Serves as executive representative in customer 

POSITION HELD 
Vice PresidenffGeneral 
Manager, ILEC 
Business Unit 

Vice President, Sales 

Vice President Sales 

Vice President 
Operations 
General Manager 

relations as required. 

SUMMARY Of EMPLOYMENT HISTORY: 
KEY MEMBER EMPLOYMENT HISTORY 

RELATED EXPERIENCE 
Managed and directed the departments that are 
contained in the ILEC Business Unit (Sales, Product 
Management, Program Manageme'nt, Data 
Operations) 
Served as executive representative in customer 
relations. 
Responsible for building a national organization to 
market integrated software applications 
Led company's field operations through seven 
acquisitions and an PO. 

Prior to joining lntrado in June 1999, Larry Jennings served as Vice President of Sales for Teletrac, lnc., 
a mobile datallocation services company. At Teltrac, Mr. Jennings was responsible for building a 
national arganizatlon to market integrated software applications. He also gained extensive operations 
experience with Premiere Page, a regional paging and voicemail services company where he was Vice 
President of Operations, leading the company's field operations through seven acquisitions and an IPO. 

Degrees BA 
COMPANY NAME 
lntrado 

Teletrac, Inc. 

Premiere Page 

Centel Cellular 
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KEY MEMBER NAMEITITLE: 

DEPARTMENT: 

KEY MEMBER EMPLOYMENT HISTORY 
SUMMARY OF EMPLOYMENT HISTORY: 

Ron Mathis / Director Network Operations 

Advanced Technology 

Extensive background in Central Office switching system operations, maintenance, staff support, 
technology deployment and public safety telecommunication network systems design and 
implementation. 

COMPANY NAME 

Southwestern Bell 
Telephone Company 

Southwestern Bell 
Telephone Company 

Southwestern Bell 
Telephone Company 

Southwestern Bel1 
Telephone Company 

POSITION HELD 
Technical Sales 
Manager- €91 1 
Texas 
(4 years) 

Area Manager - 
Technical Support 
(I 0 years) 

Area Manager - 
Network Maintenance 
(8 years) 

Manager - Network 
Maintenance 
(7 years) 

RELATED EXPERI€NCE 
Supervised and directed personnel responsibie for 
91 1 ALI database platform maintenance, 91 I project 
management implementation of 91 1 Integrated Work 
Station Customer Premise Equipment, and 91 1 
switching based feature sales and service. 

. 

Project managed personnel responsible for 
implementation of lSDN and SS7 technologies in 
multiple central offices in the Southeast Texas area. 
Assisted GHQ in 800 number portability 
implementation for SWB region. Also performed 
technical sales support for Major Accounts in 
Houston and Dallas, Texas areas. 

Supervised and directed personnel responsibie for 
operations, administration and maintenance of 
various analogldigital switching systems, facilities 
transport equlpment and central office power 
systems. 

Performed staff support for all switching entities in 
Texas. Technical support, conformance reviews, 
system performance evaluations, system 
performance trending, etc. 
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KEY MEMBER MAMEITITLE: Timothy J. Jenkins 
Vice PresidentlGeneral Manager ILEC Business Unit 

Prior to joining lntrado in July 2000, Mr. Jenkins had a 15-year career with Ameritech. Ai Ameritech 
Mr. Jenkins served as Director of Ameritech’s 9-1 -1 Operations, a large organization with 
responsibility for systems planning, development, implementation and ongoing customer service for 
860 PSAPs in the five-state Ameritech region. He also managed the planning and implementation of 
Ameritech’s relationship with Intrado. 

DEPARTMENT: 

Degrees: BSEE, MBA 

Executive 

COMPANY NAME 
Ameritech 

Ohio Bell Telephone 
Company 

POSITION HELD 1 RELATED EXPERIENCE 
Director 9-1 -1 1 Managed operations for 5-state Ameritech region. 
Operations 

Manager, Customer 
Accessed Systems 
Administratibn 
Manager, Network 
Systems , 

Administration 

Engineer, Distribution 
Services Rehabilitation 
Engineering 

Manaied cieation, planning and implementation af 
Ameritech’s work relationship with lntrado 9-1 -1 
database service center. Worked extensively with 
Ameritech and SBC public safety services products 
on development of new products and services. 
Duties included personnel management of 70 
employees and capital and expense budgets 
exceeding $13 million annually. 
Managed a team of Minicomputer Svstem 

- 

Administrators responsible for the oberation and 
support of multiple systems impacting 
telecommunications network operations and service. 
Managed a team responsible for identifying and 
engineering new cable facilities to replace or 
upgrade deteriorating existing telephone cable 
facilities. 
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DEPARTMENT: 

Degrees: BS & BA 

COMPANY NAME 

Vice President/General Manager-CLEC Business Unit 
CLEC 

Motient, formatty 
known as American 
Mobile Satellite 
Corporation and 
ARDIS. 

Qwest 

LexidNexis, formally 
known as Mead Data 
Central 

POSITION HELD 

Western Region 
Director 
(3 years) 

Director-Commercial 
(3 years) 

Western Region 
Director 
(7 years) 

RELATED EXPERIENCE 

Motient provides satellite voice and wireless data 
applications to a variety of commercial and 
government entities. Mr. Scott's organization 
implemented a variety of emergency satellite voice 
and/or wireless data communications to entities 
including the Port of Seattle (SeaTac), San 
Bernardino National Forest, FEMA, and the LA 
County Sheriff's Department. 

Managed the Qwest 4 commercial sales channels 
(Direct, Indirect, Agent, and Affinity) in addition to 
the order provisioning, commercial marketing 
functions and business operations at Qwest. 

Managed a multi-state/multi-channel organization for 
Mead Data Central, providers of the Lexis/NexisB 
databases for legal applications. Commercial 
entities, state and local governmental agencies, law 
firms and State Bar Associations both made use of, 
and/or resold the database, 'in a variety of tegal, 
investigative and law enforcement applications. 
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KEY MEMBER NAMElTITLE: Teri L. DePuy 
Vice President & General Manager, Direct Business Unit 

I 

CURRENT ~ESP6NSIBILITIESIDUTIES AT INTRADO: 

DEPARTMENT: 

As Vice President & General Manager, Direct Business Unit, Ms. DePuy is responsible for managing and 
directing the departments in the Direct Business Unit (Sales, Product Management, Program 
Management, Data Operations). 

KEY MEMBER EMPLOYMENT HISTORY 
SUMMARY OF EMPLQYMENT HISTORY: 
Twenty years of public safety and telecommunications experience in a variety of operational, managerial 
and director level positions within the public and private sector. 

Executive 

COMPANY NAME 
lntrado 

lntrado 

lntrado 

lntrado 

POSITION HELD 
Vice President & 
General Manager, 
CLEC Business Unit 
Director Data 
Operations 

Director System 
Engineering 8 
Integration (CAD 
Group) 

Customer Service 
Manager 

Trainer 

RELATED EXPERIENCE 
Managed and directed CLEC Business Unit. 

Responsible for the day to day business operations 
and budget for several functional groups charged 
with provisioning of 3-1-1 data management 
services for large telecommunications service 
providers. 

Manage 70+ million records for three major Local 
Exchange Carriers. 

Development and management of a multimillion 
dollar operating budget, and organizational staff of 
90+ employees and supervisors. 
Directly responsible for the management of all 
systems integration resource organizations 
(Engineering, Systems Integration, Quality 
Assurance, Training and Support). 

Accountable for the development and adherence for 
achieving revenue and cash collection goals for the 
business unit. 

Development and management of multimillion dollar 
operating budget and project revenue. 

Directed and managed a wide range of complex 
integration projects requiring interaction and 
coordination with multiple-vendors, contract 
management and administration duties, pricing and 
proposal development and the creation and 
management of implementation schedules and 
project cost controls. 
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Boulder Regional 
Communications 
Center 

Communications 
Supervisor 

Trainer 

Dispatcher 

Responsible for the day to day operations for a 
multi-agency public safety communications center 
serving a population of 250,000 people in -l,OOO 
square miles. 

Developed a comprehensive dispatcher’s training 
program, modeled after a nationally renowned field 
training officer’s program established in San Jose, 
California. This program included the definition and 
development of course materials, a dispatcher’s 
training manual, evaluation standards, instructor 
training, and the implementation of the ongoing 
processes for review and assessment of course 
content, evaluation tools and program 
administration. 

Served as committee chair for a task force 
responsible for the revision and publication of 
national Standard Operating Procedures for a 
national dispatchers organization. 
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KEY MEMBER NAMEITITLE: 

DEPARTMENT: 

safety and 91 7 forums. 
KEY MEMBER EMPLOYMENT HISTORY 

Gary A. Klug 
Director - State Regulatory Affairs 
Legal and Government Affairs 

SUMMARY OF EMPLOYMENT HISTORY: 
Mr. Klug has an extensive background in the telecommunications and regulatory fields, holding a variety 
of positions with several telecommunications providers and the Colorado PUG. 

Degrees: BS & MS 
I 

US West 

ATST 

Mountain Bell 

POSITION HELD 
Senior Professional 
Engineer Ill 
(1 2 years) 

Staff Manager 
(3 years) 

Staff Manager 
(3 years) 

Staff 
ManagerlManagerl 
PlannerlEquipment 
Engineer 
(1 1 years) 

RELATED EXPERIENCE 
Testified in numerous dockets before the PUC; 
developed the Colorado Rules Prescribing The 
Provision of Emergency 9-1 -1 Services For 
Emergency Telecommunications Service Providers 
and Basis Local Exchange Carriers; established the  
Colorado 9-t-1 Task Force; responsible for 
membership selections for the 9-1-1 Task Force. 
Facilitated Colorado 9-1 -1 Task Force meetings. 
Developed Colorado Rules on Interconnection. 
Advisor to the Colorado Commissioners including 
dockets on interconnection and collocation. 
Responsible for the development of interstate 
switched access rates and tariffs and repricing of 
access services for US West. 
Responsible for development of intrastate private 
line rates and tariffs and the rate witness far AT&T 
for the Mountain States Region. 
Held various positions responsible for basic local 
exchange service rates and tariffs, rural area service 
rates and tariffs, measured service rate 
development, measured service computer model 
development, as a Planning Engineer developed the 
plans for the first 4ESS switch in Mountain Bell. 
Held the position as an Equipment Engineer for the 
engineering, instaHation and testing of Step, X-BAR, 
and ESS switching equipment, test center 
equipment, power systems, and carrier systems. 
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KEY MEMBER NAMER’ITLE: 

DEPARTMENT: 

Provides subject matter and technical support for Intrado’s Legal and Government Affairs department 
and business units. These duties include providing subject matter and technical support in state and 
federal regulatory proceedings, as well as testifying in such proceedings on Intrado’s behalf. 

Cynthia A. Clugy 
Director External Affairs-SME 

Executive 

KEY MEMBER EMPLOYMENT HISTORY 
SUMMARY OF EMPLOYMENT HISTORY: 
Ms. Clugy has an extensive background in the telecommunications industry and 91 1 in particular. Prior 
to joining lntrado, Ms. Clugy was employed by Southwestern Bell Telephone Company for 18 years in 
various sales, service, and technical support positions. Ms. Clugy has been certified as an Emergency 
Number Professional by the National Emergency Number Association. 

Telephone Company 

COMPANY NAME I POSITION HELD 1 RELATED EXPERIENCE 
lntrado I Account Manager I Account Manager for database management 

Manager maintenance of approximately twenty-91 -t systems 
serving in excess of four million subscribers in 
South East Texas. Served as the primary contact 
for 91 1 administrative entities for all matters 
regarding their 97 1 systems. 

- I contract between lntrado and the State of Texas. 
I Responsible for overseeing the deployment and Southwestern Bell I 9-1-1 Account 
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Kev Personnel 
KEY MEMBER NAMEITITLE: 

DEPARTMENT: 
Robert Oliver/ Senior Vice President, Technical Operations 
Executive 

Mr. Oliver manages lntrado's Engineering Division and network operations. 

COMPANY NAME POSlTlON HELD 
Lucent Public Safety Systems President and CEO 

Lucent P.ublic Safety Systems 

Bell Labs Manager . 

General Manager 

KEY MEMBER EMPLOYMENT HISTORY 
SUMMARY OF EMPLOYMENT HISTORY: 

RELATED EXPERIENCE 
Managed product line expansion 
and distribution channel update 
and growth. 
Managed Network Systems 
5ESS adjunct switch products. 
Development of software and 

Before joining Intrado, Mr. Oliver had 32 years of general management and R&D experience in the 
telecommunications industry at Lucent, NCR, AT&T, and Bell Labs. He managed Lucent Public Safety 
Systems (LPSS) as President and CEO from May 1995 until its recent acquisition by Intrado. Under his 
leadership, LPSS expanded its product lines, added distribution channels, and tripled its business revenue. 

Since -I 985, Mr. Oliver has managed early-stage and mature businesses, introduced numerous new 
products, and been tasked with phasing-out aging product lines. 

Prior to 1985, Mr. Oliver held several software and semiconductor positions with Bell Labs. 
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Key Persmnel 
KEY MEMBER NAMEITITLE: I Paulette McDermott 

DEPARTMENT; 
Vice President, Product Development 
Product Development 

I 

CURRENT RESPONSIBILITIESlDUTlES AT INTRADO: 
Ms. McDermott is responsible for the software design and development (including systems 
engineering, design, coding, testing, quality processes and support of national standards bodies) of a 
full suite of p u b k  safety software applications including PSAP call handling, mapping, database 
management systems, network routing and A l l  database applications, and mobile location software. 

RELATED EXPERIENCE 
Managed and directed software development and 

Systems 

AT&T Lacal Services 

ATdT Network 
Systems 

AT&T Network 
Systems 

POSITION HELD 
Vice President, 
Product Development 

District Manager 

Technical Manager 

Distinguished Member 
of Technical Staff 

Member of Technical 
Staff 

design for Lucent Technologies public safety 
products. 
Responsible for the product management of resold 
services needed to enter the local services market 
in the Central States (Illinois, Michigan, Wisconsin, 
Indiana and Ohio) with AT&T products. Directed 
product strategy, planning, cost targets, and product 
operations activities and financial analysis of the 
Fixed Wireless platform for the Central Region. 
Directed forward looking architecture strategy and 
planning, established a life cycle management and 
resource planning process for the embedded base 
of Network Systems 4ESS Toll Switches. Teamed 
with the customer to identify areas of concern on 
switch and network capacity, aligning priorities, and 
developing action plans to resolve issues. Directed 
the team designing architectural alternatives for 
4ESS Switch customers. 

Created and implemented product, pricing, and 
marketing strategies to market Network Systems 
products to Competitive Access Providers, 
lnterexchange Carriers and Wireless customers. 
Developed software applications and delivered 
ISDN applied technology to customers a n d  to the 
industry on ISDN applications. Managed a team in 
the development, testing, and documentation of 11 
industry specific applications still being used by 
customers today. The team also developed 
applications and demonstrations, which were 
presented at Industry Events throughout the US. 
and Europe 
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Key Personnel 
KEY MEMBER NAMEfrITLE: I Larry Ciesla 

DEPARTMENT: 
V i c i  President Advanced Technologies 
€xecu tive 

I 

CURRENT RESPONSlBlLlTlESlDUTIES AT INTRADO: 
Mr. Ciesk is responsible foriforward looking work, systems architecture, systems engineering, and pre- 
sales technical support for lntrado products and services. 

COMPANY POSITION HELD 

Lucent Public Safety Systems Chief Architect 

KEY MEMBER EMPLOYMENT HISTORY 
SUMMARY OF EMPLOYMENT HISTORY: 

RELATED EXPERIENCE 
Managed systems engineering, 
architecture, and quality. 

Mr. Ciesla brings more than 30 years of software design and development experience to intrado, 
including 10 years focused on E9-1-1 database and switching products. 

Prior to joining Intrado, Mr. Ciesla was Chief Architect for Lucent Public Safety Systems. In this role, 
he was responsible for systems engineering, architecture, and quatity. In 1994, Mr. Ciesla was - 

appointed “Distinguished Member of the Technical Staff at AT&T Bell Laboratories. This appointment 
resulted from recognition by his peers, customers, and NENA, as an industry’expert in most facets of 
E91 1 including database management, automatic location identification, wireless E91 1, and local 
number portability. Mr. Ciesla is credited with the invention of the Non-Call Associated (NCAS) method 
of delivering critical wireless E9-14 call data to a Public Safety Answering Point. 

Degrees : 
Electrical Engineering 
Engineering Science. 
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Key Personnel 
I KEY MEMBER NAMEITITLE: 1 Craig W. Donaldson 1 

DEPARTMENT: 

Vicepresident and General Counsel 

Executive 

1 c URR€NT RES PONS1 Bl LIT! ESlDUTlES AT INTRADO : 
Craig W. Donaldson has provided legal counsel and representation to lntrado since August 1997. 
During that time, he has also overseen the development and implementation of external policies related I 
to federal and state regulatory, legisiative, and industry affairs and orchestrated the legal aspects I 
related to the expansion of the company's products and services from those centered around 
information systems to those that now include deployment of its telecommunications business. 

SUMMARY OF EMPLOYMENT HISTORY: 
Prior to joining lntrado, Mr. Donaldson spent nine years in private legal practice specializing in the 
telecommunications and media industries; was employed for six years at AT&T, initially a5 a 
Communications Systems Consultant, and subsequently working in the legal department. As an 
'Executive on Loan" from ATBT, he served for one year on Colorado Governor Roy Romer's 
Commission on Govemment Productivity. Mr. Donaidson currently sewes on an ongoing basis on the 
Advisory Board for the University of Colorado's Silicon Flatirons Telecommunications Program. 

KEY MEMBER EMPLOYMENT HISTORY 

. .  
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Company Profile 
As a leading provider of innovative solutions 
for data management and network transac- 
tion services, SCC Communications Corp. 
enables industry and government to enhance 
the safety of people who call 9-1-1 for 
emergency assistance. We maintain and 
provide the critical data that accompanies a 
9-1-1 call, ensuring that the call is routed 
to the appropriate public safety agency and 
enabling the dispatcher to send help. 

While 9-3-1 is almost taken for granted as 
a service by most of the American public 
today, managing the data that makes it work 
is very complex. As of March 31, 2001, 
we manage the records for 100 million 
telephone subscribers, served by 42 incum- 
bent local exchange carriers (ILECs), com- 
petitive local exchange carriers (CLEW and 
integrated communications providers ( ICPs). 
Our 22 wireless customers represent 49.5 
million subscribers. 

O u r  role in the public safety industry is 
expanding as SCC develops the Emergency 
Communicatioris Network (ECN) to provide 
a supplemental secure and reliable transport 
overlay.mechanism for 9-L-1 calls, adding 
new capabilities and increasing reliability for 
communications providers. Our customers 
will soon,'be able to rely on SCC's Coordinate 
Routing, Database ICRDB) 2s the most com- 
prehenslve, uphdate ,  accurate database 
in existence for correlating the latitude and 
longitude of every residence, business and 
other geographic landmark to the public 
safety agency that covers the location. 

Our range of customer solutions is growing 
as we incorporate innovative telephony and 
data management solutions to develop 
turnkey applications, notification systems 
and Web-based communications software 
for a variety of markets and customers. We 
are teaming up with other industry leaders 
to comply with standards for 9-1-1 access 
from non-tradliional communication devices . 
and location-based information services 
that are exploding in popularity, allowing 
us to work with a wide variety of protocols 
and infrastructures. 

Wireless 
The Wireless unit  provides solutions to a 
market sector now implementing systems to  
meet Phase I and Phase II E9-1-1 wireless 
service mandates set by the Federal 
Communications Commission (FCC). Those 
mandates require wireless carriers to provide 
accurate, specific caller-location informa- 
tion. In 2000, the Wireless unit accelerated 
Phase I deployment, launched Phase II s e w  
ices and initiated development of innovative 
products to support and enhance wireless 
9-1-1 services. This includes a valuable IP 
network enhancement to enable Public 
Safety Answering Points (PSAPs) that have 
on-premise Automatic Location Information 
(ALII systems to  comply with Phase I1 
requirements economically and quickly. 
These outstanding efforts resulted in year 
2000 revenue growth to $4.2 million, an 
increase of 147 percent from 3999, We pro- 
vjde sewices to 22 leading wireless carriers 
and, as of March 31, 2001, manage the 
records for 5.9 million of their subscribers, 
with 32.2miljion more subscribers'awaiting 
E9-1-1 deployment-a tremendous revenue 
potential for SCC. 

Incumbent L a m 1  Exchange Carrier OLECJ 
The ILEC unit is a solid contributor to SCC's 
success, providing 9-1-1 data maintenance 
an# network Lramaction services to ItECs, 
including some of the Regional Bell 
Operating Companies. In 2000, the ILEC 
unit reaiized an 8 percent increese in 
teuenues over the previous year to $28.7 
million. Strengthening SCC's competitive 
stance in the market and driving additicnal 
revenue, the value-added products the ILEC 
unit rolled out were well received by cus- 
tomers. SCC continues to be on the leading 
edge of Number Porting and Number 
Pooling processes, removing obstacles to the 
complex requirements associated with local 
number portability order changes and assist- 
ing tLECs in virtually eliminating a tremen- 
dous data-change backlog. Last year, we 
reached a major milestone-providing data 
for 85.8 mitfion telephone subscribers while 
maintaining the highest level of quality and 
keeping service order errors at an all-time 
low. In addition. we continued to enhance 
our 9-1-1NeP service to strengthen our 
connection to our customers. 

Competitive f oca/ Exchange Carrier (CLEC) 
The CLEC unit gives its customers a critical 
edge in a fiercely competitive business, 
offering 9-1-1 services that are fast to 
deploy and economical to maintain. tn 
2000, CLEC continued to be one of our 
fastest growing business units, with revenue 
increasing 92 percent to $7.3 million arid 
garnered 5.4 million subscribers. As a 
result of signing new contracts and renewing 
exisiing ones, a5 of March 31, 2001, 
the CLEC unit manages over 6.4 million 
records with more than 39 CLEC customers 
including McLeodUSA, Worldcorn, lime 
Warner and others. In 2000, the CLEC unit 
launched several new product initiatives, 
including e-bonding, enhanced local number 
portability (LNP) error correction and spe- 
cialized consulting services to help CLECs 
meet the complex requ!rements of enhanced 
9-1-1 (E9-1-11. 

Direct 
The Direct business unit, charged with 
providing database management and 
notification services to government agencies, 
has been working extensively with the state 
of Texas to manage the Texas E9-1-1 data- 
base. In 2000;SCC assumed management 
af the data for 6.9 million rewnue-generat- 
ing, wireline Texas telephone subscribers, 
which contributed to a 781 percent jump 
in revenue to $2.9 million. Another 
development, which is enabling local 
governments to' provide improved public 
safety management, is the successful 
rolioltt of the enhanced Emergency Warning 
and Evacuation System" EWEsM). This. 
service allows county and city agencies to 
rapidly identify, notifi and instruct geograph- 
ically targeted citizens about impending 
dangers through a high-capacity, cutbound- 
calling telephone system. In  2000, the 
EWE subscriber base for this service 
increased to 700,000. We anticipate grow- 
ing opportunities for Direct to work with 
many local and state governments to 
improve data quality, 9-1-1 service levels 
2nd notification systems that ultimately 
affect the lives of their residents. 



Looking Forward 
Today SCC manages more emergency response data records than any other company in the world, with 
exceptionally accuraie data and extremely high system availability. So where do we go from here? We are 
already putting uur estensive experience in 3-1-1 services to work to anticipate and capitalize on new and 
exciting trends in the public safety and communications industries. Our technology is the standard that 
defines "mission critical" for the industries we setve. 

Now we are leveraging our expertise and expanding our role beyond communications and p u S k  safety 
to meet the increasing marketplace demand for location-based information services. We will carry our 
unequaled ability to provide accurate, real-lime access to critical information-regardless of location, 
device or protocol-and move forward, pioneering the technology of informed response and embracing 
!he opportunities of the future. 
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UNITED STATES SECUWUTES AND EXCHANGE COMMlSSlON 
Washingon, D.C. 20549 

FORM 10-K 

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT 
OF 1934 FOR THE FISCAL YEAR ENDED DECEMBER3 I ,  2000 

OR 

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE 
ACT OF 1934 FOR THE TRANSITION PERiOD FROM TO 

COMMlSSlON FILE NUMBER: 000-29678 

SCC COMMUNICATIONS COW. 
(Exact Name of Registrant as Specified in Its Charter) 

DELAWARE 84-0796285 
(State or Other .Jurisdiction of 

Incorporation or Organization) Identification Number) 
(I.R.S. Employer 

6285 LOOKOUT ROAD 

(Address of Principal Executive Offices) 
BOULDER, COLORADO 80301 

(Zip Code) 

Registrant's Telephone Number, Including Area Code: (2003) 581-5600 

Securities registered pursuant to Section 12 (b) of the  Act: None 

Securities registered pursuant to Section 12 (9) of the Act: Common sock, par value $.(IO1 per share 
(Title of Class) 

Indicate by check mark whether the Registrant ( 1 )  has filed all reports required to be filed by Secrim 13 or I 3 d )  
of the Securities Exchange Act of 1934 during the preceding 12 months (or €or such shorter period that the 
Registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 
days. Yes [XI No [ ] 

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained 
herein, and will not be contained, to the: best of Registrant's knowledge, in definitive proxy or infarmation 
statements incorporated by reference in Part 1x1 of this Form 10-K or any amendment to this Form 10-K. [ 1 

The aggregate market value of the voting stock held by non-affiliates of the Registrant, based upon the closing 
sale price of the common stock on February 28,2001 as reported on the Nasdaq Narional Market, was 
approximately $75575,000. 

As of February 28,200 1 ,  the Regisrrant had outstanding 11,507,016 shares of common stock. 



DOCUMENTS INCORPORATED BY REFERENCE 

Partions of the registrant’s preliminav proxy statement, which will be issued to stockholders in conjunction 
with the 200 1 Annual  Meeting of Stockholders, are incorporated by reference in Part 111 of this Annual Repon on 
Form 10-K. 

CAUTIONARY NOTE ABOUT FORWARD-LOOKING STATEMENTS 

This Annual Repon on Form 10-K and the information incorporated by reference contains “forward-looking 
statements” within the meaning of Section 27A of the  Securities Act of 192; and Section 21E ofthe Securities 
Exchange Act of 1934. In particular, WE direct your attention to Item 1 ,  Business, Item 3. Legal Proceedings, Item 
7. Management’s Discussion and Analysis of Financial Condition and ResuIts of Operation, item 7A. Quantitative 
and Qualitative Disclosures About Market Risk, and Item 8. Financial Statements and Supplementary Data. We 
intend the forward-looking statements throughout the Annual Report on Form 10-K and the information 
incorporated by reference to be covered by the safe harbor provisioas €or forward-looking statements. AI1 
projections and statements regarding our expected financial position and operating results, our business strategy, our 
financing plans and the outcome of any contingencies are forward-looking statements. These statements can 
sometimes be identified by our use of forward-looking words such as “may,” “believe,” “plan,” “will,” “anticipate,” 
“estimate,” ”expect.” “intend”, and other phrases of similar meaning. Known and unknown risks, uncertainties and 
other factors could cause the actual results to differ materially from those contemplated by the statements. The 
forward-looking information is based on numerous assumptions and developments that are not within our control. 
Although we believe that our expectations that are expressed in these forward-looking statements are reasonable, we 
cannot promise that our expectations will turn out to be correct, Our actual results could be materially different 
from our expectations due to a variety of factors, including the following: 
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our planned investments in research, development and marketing to expand our service offerings; 
the length of our sales cycle; 
price competition from entities with substantially greater resources than us; 
the size, timing and duration of significant customer contracts; 
the number of subscriber records under our management; 
the unpredictable rate of adoption of wireless services by public safety answering points; 
the introduction and market acceptance of our and our competifors’ new products and services; 
developments in telecommunications legjsla~ion and regulations, inchding new interpretations of existing 
laws; 
the amount and timing of expenditures to expand our infiasmcmre and to meer our customers’ demands; 
the success or failure of our AlIiance Program; 
technicai difficulties and network downtime, including that caused by unauthorized access to our systems; 
and 
OUT abiliry to integrate new customers and assets acquired in acquisitions. 

This lis1 is intended to identify some of the principal factors that could cause actual results to differ marerially from 
those described in the forward-looking statements included elsewhere in this report. These factors are nor intended 
to represent a compiete list of all risks and uncertainties inherent in our business, and should be read in conjunction 
with the more detailed cautionary statements included in this Annual Report on Form 10-K under the caption “Item 
1. Business - Risk Factors”, our other Securities and Exchange Commission fihgs, and our press releases. 
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ITEM 1. BUSINESS 

Ov e r v i ew 

SCC Communications Corp. is the leading provider of 9-14 operations support system (“OSS”) services to 
telecommunications carriers. Our customers include incumbent local exchange carriers (“ILECs”), comperitive 
local exchange carriers (“CLECs”), wireless carriers, and state and local governments in North America. We have 
redefined the market for 9- 1-1 OS’S by creating the first and largest 9-1-1 service bureau, with over 101 million 
subscriber data records under management throughout North America. 

We manage the data that enables a 9- 1-1  call to be routed to the appropriate public safety answering point 
(“PSAP”) with accurate and rimcly information abour the caller’s identification, call-back number and location. 
Each day, we receive subscriber and coverage updates from our telecommunications carrier custamers, as well as 
public safety jurisdiction boundary changes from PSAPs. Records idenrified as potentially having problems are 
separated automatically and reviewed and analyzed by our data integrity team. The clean data is then inserted into 
the 9-1-1 system, so that the call may be routed to the appropriate PSAP with the correct location and caIl-back 
number. This compIex and detailed process allows our customers to comply with regulatory mandates and to 
provide additional value-added services. 

Our solurion is comprehensive and cost-effective, as well as highly reliable and secure. Our customers may 
outsource virtually all of their 9- 1 -I  data management operations, including system activation, routine data 
administration, event transaction processing and performance management. Our customers include, among others, 
Ameritech, AT&T Wireless Services, BellSouth, Worldcom, Sprint PCS, the General Services Commission of the 
State of Texas and Qwest. In addition, we license our 9-1-1 OSS software to carriers that wish to manage their 9-1-1 
data systems in-house. 

We incorporated in July 1979 in the State of Colorado under the name Systems Concepts of Colorado, Inc. and 
reincorporated in September 1993 in the State of Delaware under the name SCC Communications Corp. 

Industry Background 

Historicaliy, telecommunjcations carriers in the United Fixes operated in a highly regulated environment, with 
both local and long-distance service providers operating as monopolies. The desire for long-disrance competition in 
the 1970s led the government to force the breakup of AT&T in 1984. AT&T split into a competitive long-distance 
company and seven independent Regional 3elI Operating Companies (“RBOCs”), which offered local service and 
local access to long-distance service providers. The Teiecommunicacions Act of 1996 increased competition and 
encouraged CLECs, long-distance carriers, wireless carriers and other communications providers to enter local 
exchange markets. The Telecommunications Act of 1996 also required each RBOC to modify its systems to allow 
for fair and equal access by competitive carriers. Competition caused telecommunications carriers to differentiate 
their service offerings, improve service quality, decrease time to market, introduce new services and increase cost 
efficiencies. In addition to updating their systems to remain competitive, some carriers began to outsource selected 
functions, such as 9-1-1 OSS services. 

Previously, carriers used closed and proprietary systems to operate their networks. These systems were often 
mainfi-ame-based and were not compatible with new software and technologies, such as new advanced switching 
capabilities and other technologies that would allow the carrier to offer value-added services. Today, carriers need 
more advanced systems to improve the reliability of their networks, offer more advanced services and comply with 
the regulatory requirements of the Telecommunications Act of 1996. New technologies have emerged that improve 
the carriers’ abiIjty t o  provide telecommunications services, manage operations, take and bill customer orders and 
pian and engineer their systems. 9-1-1 is another essential OSS service that requires dose  coordination of data and 
network elements, because changes in customer service information usually require changes in the data needed for 
9- 1 - 1 service. 

9-1-1 service includes the routing of emergency calls to the appropriate PSAP responsible for dispatching police, 
fire and other emergency services. Most jurisdictions in the United States now provide enhanced 9-1-1 service 
(“E9-1.1”) which provides the wireline caller’s telephone number and’location to the tail taker at the PSAP. When 
a caller dials 9-1-1, the call is routed through the network and queries the 9-1-1 data servers. The 9-1-1 data servers 
attach the callefs location and telephone number to the call and identify the PSAP to which the call should be 
routed. The information in the data servers must be current and accurate for 9-1-1 calls to receive prompt response. 

’ 



Each time a telephone subscriber modifies its data, such as an added telephone line or change of address, rhe data 
must be changed in rhe 9-1 - 1  database. Changes in PSAP boundaries, such 3s the addition of a street or a change in 
the name o f a  meet,  also must be chslnzed in the 9-1.1 database. If these changes to the 9-1-1 database are nat made 
accurately and in  a timely manner, the response to a 9-1-1 call could be affected: The complicated and critical 

, process of 9-1-1 service delivery requires coordination of data From multiple sources, review and processing of the 
data. resolution of dara errors and conflicts, and insenion of  the data inTo network and mission-critical data servers, 

Today, local exchange carriers must provide 9-1 -1 service. According to the National Emergency Number 
Association, nearly 93% of the current wireline telephone subscribers in the United States are covered by some type 
of 9-1 - 1 service and approximarely 95% of that coverage is E9-I -1 service. 

The growth of the wireless telecommunicarions industry introduces significant new challenges to 9- 1-1 service 
delivery. Since a wireless caller's location is constantly changing, the location of the caller is not as easily identified 
as the fixed locations of wireline calls, The Cellular Telephone information Association estimates that 
approximately 1 19,000 9-1-1 calls are made each day from wireless phones. We estimate that approximately 25% of 
wireless callers cannot identify the location from which they are calling. Most wireless networks must be modified 
to route calls accurately to the appropriate PSAP and to provide location information. 

Recognizing the public safety need for improved wireless E9- 1 - 1  services, the Federal Communications 
Commission, or FCC, in docket number 94-102 issued a Report and Order on June 12, 1996 that mandates wireless 
E9-1-1 to be accomplished in two phases. Phase I requires wireless carriers to provide the PSAP receiving the call 
with the 9-1-1 caller's telephone number and the Iocation of the cell secror from where the call was made. Phase I 
allows the call to be routed to the PSAP that is near the caller and would be assigned to handle that area. Since April 
1998, wireless carriers have been required to comply with the Phase I mandate within six months after a PSAP 
request. Except in states which have passed specific cost recovery legislation, carrier cost recovery is n o  longer a 
prerequisite t o  their obligation to provide Phase I services. Implementation of Phase I services has been slowed for 
the indusrry as a whole by a number of issues, including carrier cost recoveTy, liability protection and technology 
issues. This delay has affected our ability to deploy our services on our customers' behalf. 

Phase II  requires wireless carriers to locate wireless 9-1- 1 callers within more precise location parameters 
specified in the FCC guidelines. Under the FCC rules, wireless carriers were required to declare by October 2000 
whether they will use technology in the wireless telephone handset or a network-based solurion to locate wireless 
9-1-1 callers. The FCC rules include a t i m e h e  for implementation that requircs Phase II service to be substantially 
available to requesting PSAPs by October I ,  2001. In addition to the requirements of Repoh and Order 94-102, 
wireless carriers are motivated to implement wireless 9-1-1 services because of their desire to improve emergency 
services and the increasing pressure from public safety agencies. The technology required for Phase II service can 
also be used by wireless carriers to provide other value-added location services to their customers, including 
location-based traffic reporting, emergency roadside assistance or other services that require the location of the 
caller. 

New technologies have expanded the demand for public safety services. Phase I1 of Report and Order 947102 
require that 9-1-1 service be provided to wireless phone users. The expansion of the internet into homes and 
wireless internet devices introduces new vehicles to  reach the public and the potential for increased public safety 
activity. Telematics devices, which are communication devices in automobiles that can be used for location-based 
services such as traffic reporting and emergency roadside assistance, are also entering the market at a rapid pace. 
The Strategis Group, a Washingon D.C. research firm, estimates that annual relematics revenue may be more than 
$2.8 billion per year by 2005. In addition, telephony products and services based on internet protocols are becoming 
common elements of telecommunications infrastructure. Each of these technologies inroduces public safety 
challenges that are not addressed in a significant manner today. 

Today carriers and other service providers, including sfate and local government entities, may deliver 9-1-1 data 
managemenr solutions by using their own proprietary solutions, licensing the s o h a r e  and managing the  delivery of 
public safety producrs and services themselves, or outsourcing their 9-1-1 OSB needs. 

.Our Solution 
I 

We redefined the U.S. market for 9-1-1 OSS by creating the first and largesr 9-1-1 service bureau, with over 101 
million subscriber data records under management throughout North America. We offer a cost-effective 
outsourcing solution that covers virtually all aspecrs of 9- 1-1 data management, including system activation, routine 



data administration. even! transaction processing and performance management. Our services are also extremely 
secure and reliable and can interface with each carrier’s proprietary or open systems. In addition, we Iicense our 
9-1-1 OS5 software to carriers that wish 10 control the delivery of 9-1-1 services in-house. We believe that our 
solution offers the folIowing principal features and benefits: 

Focus on Dufa Iwegrity. The accuracy of subscriber records that. identjfjl and provide caller location 
information is an essenrial element of 9-1-1 service. Our systems conduct more than 60 logical tests to prepare 
data for use in 9-i-1 operations. Our data inlegrity team researches and resolves transactions identified by the 
system as requiring further analysis. Our data integrity team also creates and maintains boundary information. 
Live 9-2-1 calls access our database to route the call to the proper PSAP and to provide timely and accurate 
subscriber location information to the 9-1-1 cat1 raker. 

Survivabifip and Rel‘inbiliry. We process a large volume of mission-critical transactions using highly teiiable 
and scalable operating platforms. We have more than 20 servers that are built with multiple layers of 
redundancy and are located in diverse locations to ensure continued service. The 9-1-1 network that connects 
our systcms to our customers is monitored continuously. Since we launched our 9-1-1 data management services 
in 1994, our systems for 9- 1 - 1 service delivery have provided uninterrupted service to our customers. We also 
have a comprehensive disaster recovery program for our central data administration operations. 

Leading-Edge Technofogv. We believe we are the technological leader in the 9-1-1 data management 
services industry based on our advances in  the areas of systems architecture, sparial data management and 
advanced network integration. Our products and services are updated regulariy to comply with regularory and 
industry requirements, as well as to implement innovative solutions. Our innovations include advanced 
intelligent caII routing support, local number partability data transaction support, technologies that improve 
9- 1-1 availability, a transaction-based map maintenance system, a spatial coordinate-based E9-1-1 management 
system and large-scale internet applications for E9-1-1. In June 1996, we were the first to demonstrate data 
management support for wireless syslems that complied with both Phase I and Phase I1 of Repon and Order 94- 
102. We also have developed systems for the use of spatial coordinate data for use in managing and routing non- 
address specific 9-1-1 calls. 

Flexible Business Model. PSAPs generalIy pay carriers a fixed rate based on the number of subscribers 
located in a panicular PSAP’s jurisdiction. Our oursourcing solution allows cusromers to avoid costly capital 
expenditures and fix their expenses for 0-1-1 services on a per subscriber basis. Additionally, we may customize 
rheir service packages both to meet the needs of rheir subscribers and to comply with regulatory mandates. 
Alternatively, carriers may elect to license 9-1-1 OSS software directly from us and manage the 9-1-1 data 
tbemseives. 

Neutral Solurion Providing Equal Access. We are able to act as a neutral third party to carriers who must 
access their competitors’ systems to provide 9-1-1 service. Where state or local governments choose to control 
9-1-1 data management, we can provide equal access to  all carriers in the region. As local exchange competition 
increases, a neutral solution that provides equaI access becomes increasingly important. 

Our Strategy 

Our objective is to be the leading national provider of 9-1-1 QSS and other complementary and synergistic 
services. We focus on developing innovative and automated solutions that provide customers with a Comprehensive 
system for managing large amounrs of dynamic subscriber information. Key elements of our strategy a r e  to: 

Maintain and Exrend Our Leadership Position in the Wireline 9-1-1 Data Management Market. We 
currently manage more than 101 million wireline subscriber data records out of an estimated 170 miIIion iota1 
wireline telephone subscriber records in the United States, We intend to maintain. and extend our market 
leadership in the wireline 9-1-1 OSS sys~ems market by adding new service and license customers, increasing 
the number of subscriber data records under management, enhancing our existing 9-1-1 services and supporting 
the evolving telecommunications infkismcture. 

Capiruike on Emerging Wireless Carriw Opportunities. We have contracts to provide Phase I wireless 9-1-1 
services to 2 I wireless carriers which have approximately 2 5  million subscribers. As of December 3 I ,  2000, we 
have 3.7 million live subscribers on our wireless 9-1-1 services. We believe there is a significant opportunity 10 
increase our wireless 9-1-1 services by implementing a larger portion ofthe subscribers we have under m m a c t  



and signino, contracts with more wireless carriers. We also intend to provide Phase I T  wireless services. The 
significant growth in wireless telephone users, the FCC mandate and the increased demand for enhanced 
wi,reless service offerings present oppomnjties for growth in our wireless 9- 1-1 services. 

r Maintain and Extend Leadership Pasiiinn in TelConnecr (*"') Services. We have 2s contracts to provide 
9-1-1 clearinghouse services to CLECs. Under our TelConnect(s") services, we process updates to our CLEC 
customers' 9- 1 - 1 databases, prepare the data to conform to the ILEC's network requirements and inseir the data 
into the appropriate ILEC's 9-1 -1 system, Our TelConnecttSM)services allow CLECs to grow their subscriber 
bases while minimizing their investment in OSS technology infrastrucrure and personnel. CLECs receive the 
benefit o f  our 9-1-1 service delivery expertise and relationships with PSAPs and others necessaryto provide 
9-'1-I services. We plan to build upon our position as a neutral, carrier-independent service provider by working 

. cooperatively with newly emerging dial lone providers, including CLECs, fixed-position wireless carriers and 
cable television carriers, to increase our sales of 9-1-1 TelConnect(SM) services. In addition to our base 
TelConnnect(SM1 solution, we provide other value-added products and services, such as local number portability 
solutions. Local number portability refers to the transfer of a telephone number from one carrier to another when 
a telephone subscriber chooses to change its local exchange carrier, We initiated our Alliance Program in 1999 
to p a m e r  with OSS providers that provide complementary products, such as billing and customer care solutions, 
to CLECs. We may jointly market our products and services with our alliance partners. 

I 

Provide Addiiionaf Services. ILECs, CLECs and wireless carriers, as weit as state and local governmental 
entities, all seek to apply emerging technologies in response to competitive pressures and regulatory mandates. 
For example, we have developed off-switch routing capabilities for carriers that have deployed the advanced 
intelligent network and created local number portability transaction sets in response to the local number 
portability mandates of the Telecommunications Act.ot 1996. We have also invested significantly in our 9-1-1 
SafetyNertsM)offerings which are designed as next generation products and services to address the industry's 
growing needs to accommodate new technologies. By using the experience and economies of scale we have 
obtained in managing the 9-1-1 OSS infiasmcture for multiple carriers, we are well-positioned to continue to 
develop and offer flexible, scalable solutions that allow carriers to cost-effectively support new technologicat 
developments and regulatory mandates. 

Develop Applicationsfor New Commercial Products. By leveraging our core competency of managing 
dynamic subscriber location information, we believe that we are well-positioned to expand into addjtional 
markets outside of traditional 9-1-1 OSS services. The rapid introduction of the Internet and wireless devices 
into the market prments public safety challenges that are.not addressed in a significant manner today. In 
addition. the use of internet protocol-based telephony is rapidly expanding and increasing the complexiry of 
public safety services. We believe we can leverage our wireline and wireless calI routing, large volume 
transaction processing and mission critical nenvorks to provide solutions for these emerging technologies. 
Continuing change in the telecommunications market introduces substantial opportunities for growth. In 
response, we plan 10 deliver new products and services to the dynamic markets that we serve. 

Expand International Operations. We believe that a significant opportunity to generate additional long-rem 
revenue may be created by parrnering or finding other ways to interconnect telecommunications carriers with 
systems integration firms to design, implement, maintain and operate effective, reliable emergency 
communications systems in countries ocher than the United States and Canada. We intend to expand 
inrernationalIy m address the, needs of this market for telecommunicaiions emergency services. 

There can be no assurances that we wiIl achieve our objective or any of the key elements of our strategy. See 
"Risk Facton." 

Our Servkes and Products 

Our 9-1-1 OSS solution enables a 9-1-1 call to be routed to the.appropriare PSAP along with accurate and timely 
in-formation about the cailer's identification, call-back number and location. We  receive daily service order updates 
6 0 m  our telecommunications carrier customers, which are changes to subscriber data such as address changes, 
teleph'one number chanpes and other changes to subscriber data that can affect 9-1- I call processing. We also 
receive updates to boundary and routing data needed to route 9- 1-1 calls to the appropriate PSAP. We screen this 
data for accuracy and analyze and resotve data discrepancies. Certain discrepancies are referred back to the  
customer for resolution. Screened data is inserted into the 9-1-1 databases. When a 9-1-1 call occurs, it is routed to 
the 9-1-1 voice switch, which queries our databases. Our databases route the call to the appropriate PSAP and 



simultaneously send the caller‘s locatian and call back number with the call. The data that is delivered allows 
PSAPs ta dispatch personnel and equipment tu the emergency. 

Base Services 

Our base services include the following: 

Systems Preparation and Adminiwarion. To begin providing 9- I -  I data management services to our customers, 
we must collect, organize, review and analyze the data necessary to prepare our systems. Data preparation includes 
collecting information on PSAP jurisdictional boundaries, performing a full inventory of addresses located in an 
area and loading the subscriber information into our systems. To improve data quality and, consequently, 9-1-1 
service, our systems run the data through over 60 automated integrity checks. We employ over 100 data integrity 
analysts who resolve any data discrepancies and update the databases based on information received from CusIomers 
and related sources, 

Routine Data Administration. We receive and automatically process service order updates from 
telecommunications carriers on a regular basis to maintain current data in the 9-1-1 databases.. Service order updates 
include address changes, telephone number changes and other changes that may affect 9-1-1 call processing. We 
usually receive between 700,000 and 250,000 service orders per day. We also frequently receive boundary updates 
from PSAPs reflecting changes in jurisdiction boundaries for PSAP responses. Boundary updates may indude the 
addition of streets, changes in street names, or other changes that may affect the proper routing of a 9-1-1 call. When 
we receive a service order update or jurisdiction change, the information received is checked far complete and 
appropriate data, and then distributed throughout our network of geogaphically dispersed servers. 

Event Transmion Processing. When a caller diaIs 9-1-1 in an area s e s e d  by us, the call is routed through one 
of our data servers with a request for information. The server rapidly responds and delivers the caller’s location and 
call-back number to the 9-1-1 dispatcher at the PSAP. Our data servers also control the switch to route the call to 
the appropriate PSAP. 

Perjbrmance Managemenr. We monitor and report the performance of our service operations by measuring 
response time, systems availabiliry, data accuracy and error resolution intervals, among other performance 
measurements. Using these measurements as a basis, we design and implement programs to improve our services 
continuously. 

Mupping Services. Traditional mapping services do not provide updates to  geographic information ofiten enough 
to ensure the accuracy of data in an emergency sinration. Thus we maintain a team of geographic infomation 
system experts, who work with carriers and public safety officials to document, review and analyze caIl routing 
boundaries and specific address information. The mapping services department uses advanced tools to improve 
existing mapping information with new and more detailed geographical information for optimal management of 
9-1-1 call records. The mapping services department also assists in system preparation and quality control programs 
to ensure that geogaphical information is current. 

TelConnecp’ Services (prwiously Clearinghouse Services). Our TelConnect services provide a single 
point of contact to process and format 9-1-1 data for CLECs and independent telephone companies. CLECs and 
independent relephone companies may be located h multiple communities that have diverse requirements for 
delivery of 9-1-1 information. We have the processes and systems in place to deliver the data in all communities 
throughout the United States. CLECs and independent telephone companies electronically transmit subscriber 
information to SCC. We then reformat the data to comply with the destination community’s local standards, test for 
detectable errors and deliver the data to the 9-1-1 data systems that serve that community. The receiving data 
systems may be operated by us or by a carrier that does not use our services or products. Our TelConnect‘SM) 
services also include measurement of certain performance criteria, which allow us and our customers to continually 
improve service. To provide added value to customers, we launched LNP 3,000, a program designed to assist 
customers with complications in 9-1-1 processing caused by local number portability (“LNP”). Local number 
portability resulted from competition in IocaI exchange service and refers to the need to transfer, or port, a telephone 
number from one telephone carrier to another where the telephone subscriber chooses to change carriers. We also 
launched our Alliance Program in 1999, in which we are partnering with OSS providers that provide complementary 
service offerings ro CLECs and independent telephone companies, such as billing and customer care sofhvare. 

Enhanced Services of SCC PubIic SafelyNet Operations Center - 



We offer enhancements to our 9-1-1 OSS services that provide additional features and functions through our 
Public SaferyNer Operations Center. These services are targeted to specific markets and are sold either directly by 
us or throush our customers. 

9-l-lNef63, 9-I- ]Net@ is an online tool that aIIows instant communication and makes important information 
available to  our cusromers and PSAPs. Through 9-1-1Net8, users can view live address routing rules, send address 
updates, review inbound call load, error statistics and Automatic Location Information (“ALI”) discrepancy reports, 
and receive new product updates. 

Private Swirch ALl. Private telephone switches (“PBXs”) create a challenge for E9-1-1 operations. When a call 
is placed from within a PBX, the location of the PBX itself is generally displayed to a 9-1-1 dispatcher at a PSAP 
rather than the location of the specific PBX extension. In the case of large facilities such as campuses, hotels and 
hospitals, emergency response personnel may not have adequate information to determine the location of the caIIer 
quickly, Private Switch ALI allows PBX or CENTREX system managers to create and transmit appropriate data 
records that identify a caller’s extension location within a facility for 9-1 - 1  response. 

9 - l - l C o n n e ~ l ~ ~ ) .  We provide wireless carriers with 9-1-1 services similar to those provided to wireline 
customers and ihat fully comply with the FCC’s Phase I mandate. Once a wireless carrier receives an activation 
request from a PSAP, our program managers develop a plan with the wireless carrier to activate service. This plan 
includes development of ILEC network interconnections for both data and voice specific to the local wireless 
network configuration and interface requirements. The program managers develop graphic coverage area maps that 
are superimposed on current maps of public safety agency boundaries. Routing recummendations can then be made 
and coordinated with the appropriate PSAP. The result is that 9-1-1 calls are routed to the appropriate PSAP with 
the callback number and cell location of the caller. We have also developed a solution to address the FCC’s Phase I1 
mandate. 

Emergency Warning and Evacuation SystemiSM). In 1999, we began selSing our Emergency Warning and 
Evacuation System‘SM) (‘LEWE(SMjrr) to initiate outbound calls to selected areas in the event of potential disasters 
such as floods, hazardous materials incidents, industrial accidents and localjzed weather events. EWE‘SM’ uses 
spatially classified location information and up-ro-date telephone subscriber data to deliver. voice, fax and TDD 
warnings to geogaphicalIy targeted populations. 

License Products 

We offer 9- 1- I software to I L K S  that elect to manage their own 9- i -  1 data records rather than outsourcing such 
operations to SCC. We also provide cusrom software development services to customers with specific or local 
requirements though our engineering depamnenf. The engineering department develops, customizes and enhances 
the software using a structured approach to perform requirements analysis, sofnvare development and quality 
assurance. 

Commercial Services 

We believe we can leverage our 9-1-1 expertise to provide other data management products and services. The 
new technologies entering the market, such as wireless ldcation services, the Internet, wireless internet devices, 
telematics in automobiles and internet protocol-based telephony, present public safety challenges that are not 
comprehensively addressed today. We believe our expertise in managing large volumes.of data, managing 
geographic call boundaries and operating mission-critical networks puts SCC in a unique position to address this 
evolving market. SCC’s 9- 1-1 SafetyNet(SM’ product provides wireless carriers and other non-traditionaI 
telecommunications service providers with the abiIity to properly route and deliver 9-1-1 calls throughout the United 
States -- a service that is available today only on a regional or local level. Key components of 9-1-1 SafetyNet‘SM’ 
include a national voice and data network overlay to rapidly and accurately deliver emergency calls throughout 
North America and a narionwide 9-1-1 coordinate routing data s e v e r  that provides high-speed spatial routin 
determination to enable the delivery of emergency calls to the correct jurisdiction. SCC’s 9-1-1 SafetyNet 
complements but does not replace the existing 9-1-1 inf?asnucture. 

! S b  

Service and Product Pricing 



Our revenue is derived from up-front non-recurring engineering ('"NE'') services and monthly data 
management services. Prior to 1998 we also generated revenue from software license agreements. We typically 
enter into two- to ten-year agreements. 

The NRE service consists primarily of the clean up ofthe customers' 9-1-1 data records, engineering services to 
enable the customers' legacy system to interface with SCC's platform, building the network that will route calls, 
public safety boundary mapping, customer [raining and testing. The charges for rhese services are nonrefundable if 
the contract is cancelled after the services are performed. After the initial N U ,  customers ofien buy components of 
these services, such as additional software engineering to modify the system functionality or network services to 
make their network more effective and enhance their solution ("Enhancement Services"). The fees received for 
NRE services and Enhancement Services are deferred and recognized as revenue ratably over the remaining 
contractual term of the arrangement. 

Under outsourcing solution contracts we receive a monthly service fee for providing ongoing data management 
services which are required to keep the records current for all subscribers, maintain and monitor the network and 
support and mainrain the software and systems required to provide the services. The fees received for these monthly 
services are recognized as revenue in the period in which the services are rendered. 

Service infrasrnicture and Architeclure 

Our operations include central data adminisGtion and distributed syslems for real-time 9-1-1 transaction 
support. Based on large scale, fault-tolerant Compaq Tandem computers, OUT major processing systems are 
configured to provide high reliabiliry. They are also designed to provide significant capacity for continued growth 
using the Tandem NSK scalable message-based architecture. 

Our central data administration systems, located in Boulder, Colorado, are a key element of our 9-1-1 OSS, and 
are used to perform routine data maintenance and t o  support new customer transition and initial system loads. We 
also maintain a central monitoring facility in 3oulder that operates 24 hours a day, seven days a.weel(. 

Data nerworks interconnecting our facility and systems ir. Boulder, SCC operated remote sysrems and SCC 
client systems are based on traditional T-1 and kame relay links provided by separate, redundant carriers. To 
improve reljabitity and survivabiliry, the primary links are designed to have three or more backup paths to access our 
distributed networks, including VSAT satellite links. A "hot-site" emergency business recovery facility has been 
established in Sterling Forest, New York and can be activated to continue routine operations in the event of a 
disaster at the Boulder sire. Electronic processing necessary to handle actual 9-1-1 calls is geographically dismbuted 
and remains a local service for each region, so our central data administration systems are not in the actuat 9-1-1 call 
path. 

Distributed throughout the United States, our real-time 9-1- 1 servers are located in shared, hardened computer 
facilities. The systems are deployed in pairs or quads. System pairs are intentionally distributed to different 
geographic localions to provide an additional level of reliability. These systems provide data displays for thousands 
of public safety agencies throughout the service areas of our customers. Direct interface to telephone control 
switches i5 also suppoi~ed on these platforms,.providing the infomation necessary ta route calls to the 
jurisdictionally appropriate PSAP. We aIso use a number of Microsoft NT servers and various Unix.servers for 
internal administrative processing and extranet support. 

Custom ers 

We provide our services to a range of customers, including ILECs, CLECs, wireless carriers and state and local 
c government agencies. We also Ijcense our software t o  ILECs and provide 9-1-i data management services indirectly 
to over 750 independent telephone companies. We intend to include an expanded set of customers that wouId be the 
recipients of the telecommunications-related products and services associated with growth opportunities discussed 
above. During-the year ended December 3 I ,  2000, we recognized approximately 66% of total revenue from 
continuing operations from Ameritech, BellSouth Inc. and Qwest, each of which accounted for greater than 10% of  
our revenue. During the year ended December 3 1, 1999, we recognized approximately 81% of total revenue fram 
Ameritech, BellSouth Inc. and Qwest, each of which accounted for greater than 10% of our revenue. During the 
year ended December 3 1, 1998, we recognized approximately 73% of total revenue from continuing operations from 
Ameritech. BellSourh Inc. and Qwest, each of which accounted for greater than IO% of our revenue. No other 
customers accounted for more than 10% of our totaI revenue during those years. 
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Historically, we have typically entered into contracts with carriers and h e i r  affiliates to provide SEWiieS io 
some or all of rhe carrier's operating enIities, and we have a contract thar governs the licensing of our proprietary 
software. We currently have four revenue generating segments, Set forth belaw is I I  partial list of carriers utiIidng 
our services 05 products, which we believe are representative of our overall customer base at this time, 

ILEC: Our customers include Amerirech, BellSouth Inc. and Qwest. 

CLEC; Our customers include Worldcom, TriVergent Communications Inc. and Nextlink Communications Inc. 

Wireless: Our customers include CommNet Cellular Inc., AT&T Wireless Semices, Sprint PCS, Qwest 
Wireless, Nextel and Nextel P a r "  

Direct: We have a contract with the General Services Commission of the State of Texas, which was assigned, 
to the Texas Commission for State Emergency Communications. 

See Note 8 of our financial statements for further information regarding our reportable segments. 

Sales and Marketing 

Our marketing efforts target key carriers, gowmmenr bodies, and PSAPs in each Qeographical market through 
advertising in telecommunications industry p u b h t i o n s ,  participation in  trade shows, presentations at technica1 
conferences and other initiatives. Additionally, SCC employees serve as the chairpersons and members of key 
standards comminecs related to emergency communications services. Our sales strategy relies primarily on direct 
channels of distribution for our services, although we initiated an Alliance Program in 1999 to jointly market our 
TelCo"dSM) services with OSS companies who sell complementary products. We have dedicated account teams 
to work with each existing and potential customer. Our account reams develop relationships with 9-1-1 service 
providers through a consultative, problem-solving sales process and work closely with Customers and potentia1 
customers to determine how their needs can be fiAfiIIed by our services. As of February 28,2001, we employed 60 
people in our sales and marketing organizarion. Sates cycles range from one month to over two years. 

Research and Development 

We direct ou r  research and developmenr efforts toward providing highly scalable, fault tolerant applications IO 
the public safety, telecommunications and wireless industries. Development: efforts in process are focused on 
integrating internet technology, spatial data mapping systems, advanced switching and transport elements capable of 
interfacing with existing networks, and enabling the more efficient E9- 1-1 OSS processes that improve data quality. 
Research and development expenses totaled approximately $4,174,000, $1,740,000 and $1,376,000 for 
December 3 I ,  2000, 1999, and 1998, respectively. The 2000 costs include a portion of the costs incurred on our 9-1- 
1 SafetyNetiSM) initiative. As of February 28,2001, we employed 46 peopIe in our research and development 
organization. 

Competition 

l i e  market for 9-1-1 OSS solutions is intensely competitive and we expect competition to increase in the future. 
We believe [hat the principal competitive factors affecting the market for 9-1-1 OSS solutions include effectiveness 
of existing infrastructure, reliability, manageabiIity, technical features, wireless support, performance, ease of use, 
price, scope of product offerings, and cusromer service and support. Although we believe that our solution competes 
favorably with respect to such factors, we may not be able to maintain our competitive position against current and 
potential competitors, especially those with significantly greater financiai, marketing, service support, technical and 
other competitive resources. 

Our principal competitors fall generally within one of three caregories: 

e internal development departments of major carriers or consulting firms that suppon such departments; 
companies that offer applications featuring portions 3f our comprehensive set: of E9-1-1 solutions; and 
larger companies that are either in the process of entering our marker or have the potential to deveiop 
products and services that compete with our service offerings. 



Potential customers sometimes rely on their own internal development teams to formulate 9-1-1, OSS systems or 
retain consultants to undertake such a project. We believe that our 9-1-1 OSS solution competes favorably with 
internally developed sysrems, which may be expensive ro develop and maintain, may not provide a comprehensive, 
reliable approach to 9-1-1 OSS services, and may not provide the flexibility to adapt readily to regulatory, 
technological and market changes. 

In addition, a number of companies currently market or have under deveiopment software products and services 
to provide 9-1-1 administration. We compete with a few relatively smaller companies, including 
Telecommunications Systems, Inc., for the provision of 9-1-1 OSS services to wireless carriers. We also compete 
with a few relatively smaller companies for CLEC 9-1-1 services, such as HBF Group, inc. Although we expect 
more significant competition to emerge in the future, we believe that, to date, none of these companies offer 
products OF services that are as robust in features or as comprehensive in scope as our products and services. While it 
is likely that 7he product developmenr efforts afthese companies may eventually enable them to offer a line of 
products or services to compete with our current service offerings, we intend to continue to dedicate significant 
resources for product and service development to expand our capabilities and slay ahead of these competitors. 
Nonetheless, we expect additional competition from these established competitors and from other emerging 
companies. Mergers or consolidations among these competitors or acquisitions of these companies by larger 
competitors would make them more formidable competitors to us. Our current and potential competitors may 
develop products and services that may be more effective than our current or futurt 9-1-1 data management 
solutions and our technologies and offerings may be rendered obsolete by these developments. 

Finally, there are a number of competitors that currently market and sell various products and services to 
telecommunications carriers, such as billing software and advanced telecommunications cquipment, that have been 
successfully marketed to our customers and potential customers. In addition, vendors of telecommunications 
software and hardware in the future may enhance their products to-include hnctionality that is currently provided by 
our solutions. The widespread inclusion of the funcriondity of our service offerings as standard features of other 
telecommunications software or hardware could render our services obsolere and unmarketable, pareicularly if the 
quality of such fi~nctionality were comparable to that of our services. Furthermore, even if the 9-1-1 finctionality 
provided as standard features by telecommunicatjons software or networking hardware is more limited than that of 
our services, a significant number of customers may elect to accept more limited functionality in lieu of purchasing 
additional products or services. For exampie, Lucent Technologies offers carriers software systems with 
functionality simiiar to our services. Many of these larger companies have longer operating histories, greater name 
recognition, access to larger customer bases and significantly greater financial, rechnical and marketing resources 
than we doA As B result, they may be able to adapt more quickly 10 new or emerging technologies and changes in 
customer requirements, or to devote grearer resources to the promotion and sale of their products and services, than 
we may. We believe that the entry of these larger companies inro our market may require them to undertake 
operations that are currently not within their core areas of expertise? and thus expose them to significant 
uncertainties in the product development process or in providing a range of products and services to 
comprehensively address the 9- 1-1 requirements which our services address. However, if these companies were to 
introduce products or services that effectively compete with our service offerings, they could be in a position to 
substantialIy lower the price oftheir 9-1-1 products and services or to bundle such products and services with their 
other producT and service offerings. 

For the foregoing reasons, we may not be able to compete successfully against our current and future 
competitors. Increased competition may result in price reductions. reduced goss  margins and loss of market share, 
any of which would materially and adversely affect our business, financial condition and results of operations. 

Proprietary Rights 

We currently have one patent application pending at the U.S. Patent and Trademark Office, which is in the 
confidenriai approval process but has not );et been issued. We are the owner of the following registered trademarks 
and service marks: 9-l-INetB,9-1-1 Extended Architecture@, 9-1-1 National Reference Centera, 9-1-Im8, 9-1- 
INRCB and SCCTM (srylized). We are the owner, and are seeking federa1 regisration, of the following marks: 9-1- 
1 Connecr 9 I 1 .net (SM), LNPlOOO ‘SM), 

TelConnect!SM), C’allMachine [SM), 9- 1 - 1 SaferyNer~SM), Personal SaferyNdSM), Real World9- 1 - l(SM’, SCCfM, 
IntradoTM, and informed responseTM. 

9 1 1 .com ISM), EWE Emergency Warning and Evacuation 

Em p i oy ees 



As of  February 28, 2001, we employed 53 1 fd l - t ime employees in eleven states. Of these employees, 46 were 
involved in research and development, 60 in sales and marketing, 244 in t ech icaI  support and operations and 8 I in 
adminisrrat ion and finance. No employees are covered by any collective bargaining agreements. We believe that our 
relations hips with our employees are good. 

Faciiit ies 

Our principal administrative, sales and marketing, research and development and support facilities consist of 
approximarely 80,000 square feet of office space in Boulder, Colorado. We occupy these premises under a lease that 
expires December 3 I ,  2002. As of February 78,2001, the annual base rent for this facility was approximately 
$914,000: however, the Iease agreement provides for periodic defined increases in rent throughout the lease term. In 
December 1999, we leased an additional 2, I00 square feet of office space in Austin, Texas to supplement and serve 
as a back up to our Boulder, Colorado facility. We occupy these premises under a lease that expires November 30, 
2003, As of February 28,2001, the annual base rent for this facility was approximately $38,000; however, the lease 
agreement provides for periodic defined increases in rent through the lease term. In October 2000, we leased an 
additional j 5 ,OOO square feet of office space in Longmont, Colorado. We occupy these premises under a lease 
expiring March 31,2002. As of February 28,2001, tbe annual base rent for this facility was approximately 
$39 1,000. 

RISK FACTORS 

In evnlzialing our business, you shou/d carefully consider the risks and imcertainties discussed in this section, in 
addirion to the orher information presented in [his Annual Report on Form I O - K .  The risks and unccrrainties 
described below may nor be the only r j sb  thaf we face. y a n y  of these risks or uncertainties achd 'y  occurs, our 
business, operating reszills orflnancial conditiun codd be materially adverseb uflmed and the market price of o w  
common stock may decline. 

Our operating results may fluctuate, causing our stock price to decline. 

Our quarteriy revenue and operating results are difficult to predict and may flucruate significantly from quarter 
to quarter. We experienced a profit in 1998, but had a net loss of approximately $1.3 million in 1999 and a net loss 
ofS9.5 million for the year ended December 3 !, 2000. Therefore, you should not rely on period-to-period 
comparisons of revenue or operating results as an indication of our future performance. If our quarterly revenue or 
operating results fall below the expectations of rhe investors or securities analysts, the price of our common stock 
could fall substantially. 

Our operating results may continue IO fluctuate as a result of many factors, including: 

our planned investments in research, development and marketing to expand our service offerings; 
the length of our sales cycle; 
price competition from entities with substantiaIly greater resources than us; 
the size, timing and duration of significant customer contracts; 
the number of subscriber records under our management; 
the unpredictable rate of adoption of wireless services by PSAPs; 
the introduction and market acceptance of our and our competitors' new products and cervices; 
developments in telecommunications legislation and regulations, including new interpretations of existing 
law; 
the amount and- timing of expenditures to expand our infiastrucrure and to meet our customers' demands; 
the success or failure of our Alliance Program; 
techica1 difficulties and network downtime, including that caused by unauthorized access to our systems; 
our ability 10 integrate new customers and assets acquired in acquisitions. 

We depend on large contracts from a limited number  of significant customers and t he  loss of any af those 
contracts would adversely affect our operating results. 

. 

We historically have depended on, and expect to continue to depend on, Iarge contracts from a limited number of 
significant customers. We provide our services to a range of customers, including ILECs, CLECs, wireless carriers 
and state and local government agencies. We also license our software and provide 9-1-1 data clearinghouse services 



directly and indirectly to over 750 independent telephone companies. During the year ended December 31,2000, 
we recopized approximately 66% of total revenue from continuing operations from Ameritech, BellSouth Inca and 
Qwest, each of which accounted for grearer than 10% ofour revenue. During the year ended December 3 1, 1999, we 
recognized approximately 81% of total revenue from Ameritech, BellSouth Inc. and Qwest, each ofwhich 
accounted for greater than 10% of our revenue. During the year ended December 2 1 ,  1998, we recognized 
approsimately 75% of total revenue from Ameritech, BellSouth Inc. and Qwest. No other customers accounted for 
more than 10% of our total revenue during those periods. We believe that these customers may continue to represent 
a substantial porrion of our total revenue in the future. Certain contracts with these customers allow them to cancel 
their contracis with us in the event of changes in regulatory, legal, labor or business conditions. Our contracts with 
these customers expire in 2005. The loss of any of these customers would have a material adverse effect on our 
business, financial condition and results of operations. 

If we succeed in acquiring Lucent Public Safety Systems, we may experience financial or operational 
problems and  your  ownership interest may be significantly diluted. 

In October 3000, we entered into an agreement to acquire specified assets and assume specified liabilities 
associated with the business of Lucent Public Safery Systems, an internal venture of Lucent Technologies Inc. 
Delays in closing the transaction have necessitated the renegotiations of several deal terms. Although we have not 
reached agreement on these revised terms, we are negotiating in good faith to attain that goal. However, there is a 
possibility that the transaction may not be completed. 

If we succeed in acquiring Lucent Public Safety Systems, the acquisition may not produce the revenues, earnings 
or business synergies that we anticipate. If we decide to issue shares of our common stock to complete the 
acquisition, your stock ownership may be diluted. Furthermore, we may encounter significant difficulties and incur 
substantial expenses in integrating the operations and personnel of the acquired business into our operations while 
preserving rhe goodwill of the acquired business, In particular, we may lose the services of key employees ofthe 
acquired business and the separation of the business from Lucent Technologies may impair relationships between 
the acquired business and its employees and customers. Because our management has limited experience in 
acquisitions and in integrating acquired companies or technologies into our operations, we may not be able to 
manage the proposed acquisition successfully. Moreover, we may spend a significant amount of time and effort in 
completing the acquisition and integrating the acquired business, which may divert our time and attentian from 
existing operations. 

Lucent Public Safety Systems has not previously been accounted for as a separate reporting entity within Lucent 
Technologjes, and we are not attempting 10 acquire a11 of the assets currently used in operating the Lucent Public 
Safety Systems business. As a result, we may encounter unexpected financial or operational difficulties if we 
succeed in acquiring Lucent Public Safety Systems. If we issue common stock or securities convertible into 
common stock to complete the acquisition, the ownership interest of existing stockholders may be diluted 
significantly. Any of these outcomes couId prevent us from realizing the anticipated benefits of the acquisition and 
cause the market value of our common stock to decline. 

Our business is subject to government regulation and other legal uncertainties, which could adversely affect 
our operations. 

The market for our services and products has been influenced by various laws and regulations, including: 
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the adoption of regulations under the Telecommunications Act of 1996; 
the duties imposed on ILECs by the Telecommunications Act to open the local telephone markets to 
competition; 
the LECs’ (“Local Exchange Carrier”) responsibiliv to provide subscriber records to emergency service 
providers under the Wireless Communications and Public Safety Act of 1999; 
various state and local requirements; including but not limited to jurisdictions in which we are a regulated 
utility and may be a party to various reguIatory actions, and 
the requirements imposed on. carriers by the FCC in Docket 94-102. 

Therefore, any changes to such legal requirements, the adoption of new regulations by federal or state regulatory 
authorities under these laws and regulations or any legal challenges to them could have a material adverse effect 
upon the market for our services and products. Although these laws and regulations were designed or modified in 
Some respects ID expand competition in the telecommunications industry, the realization of the objectives of these 



laws and rezutarions is subject to many uncertainties, including renewed CongressionaI interest and judicial and 
administrative proceedings designed to define rights and obligations, actions or inactions by ILECs and other 
carriers that affect the pace at which changes contemplated by these laws and regulations occur, resolution of 
questions concerning which parties may finance such changes, and other regularory, economic and political factors. 

We are aware of litigation challenging various aspects of the Telecommunications Act and local telephone 
competition and other rules adopted by the FCC to implement the Telecommunications Act, as well as certain 
administrative rule makings either underway or anticipated with respect to other laws and regulations. The final 
impact of the spplication of these laws and ruIes is not yet known. Litigation, regulatory and legislative activity may 
serve to detay full implementation of these laws and regulations, which could adversety affect demand for our 
services and products. Any invalidation, repeal, modification or delay in the requirements imposed by the FCC or 
any of the state utility commissions could have a material adverse effect on our business, financial condition and 
results of operations. Moreover, customers may require, or we otherwise may deem it necessary or adviszble, that 
we modify our services and products to address actual or anticipated changes in the regulatory environment. Any 
other delays in implementation of these laws and regulations, or other regulatory changes or similar developments, 
could materially adversely affect our business, financial condition and results of operations. 

As part of our new initiatives to market and sell our 9-1-1 SafetyNet'SM) products and services, we are in the 
process of obtaining certificates of operating authority in most if not all stares across the Unired States to operate as 
a telecommunications provider and to become a bona fide beneficiary of the Telecommunications Act of 1996, 
including the right to interconnect with certain incumbent 9-1-1 network providers. It is our belief that these efforts 
and their relation to the provision of telecommunjcations services are comempiated by the Act. and we anticipate 
that we may be successful in those areas where third parties may challenge this kind of expansion of the Act's 
provisions. We have requested interconnection under sections 25 1 and 252 of the Telecommunications Act from 
five ILECs. In addition, we have requested arbitration assistance from state Commissions in Illinois, Texas and 
California, in relation to one of those ILECs, and we are pursuing the other requests through negotiation. Our new 
initiatives depend largely on the success of these legal and regulatory initiatives, Thus, the same kinds of delays or 
problems outiined above regarding matters pending in the State of Texas may occur in other sa tes  and could have 
substantial and material impacts on the success of our business. 

9-1-1- services generally are funded by a.locaiIy imposed monthly subscriber fee. A portion ofthis fee is paid 
t o  the local carrier providing the 9-1-1 services. We generally receive a monthly fee per subscriber from our 
customers For management of 9-1-1 data records, allowing the carrier to maIch our fixed revenue stream for 9-1-1 
services with a fixed cost for record management. Changes by local governments in the funding mechanism for 9-1 
1 services or the parties responsible for the provision of such services could have a material adverse effect on our 
business, financial condition and results of operations. 

O u r  market is characterized by rapid technological change, and we could lose our competitive position and 
fail to grow our  business if we do  not develop and offer new products and services. 

The market for our services is characterized by rapid technological change, frequent new product or service 
introductions. evolving industry standards and changing customer needs. If we are unable to develop and introduce 
new services and products to these new markets in a timely manner, or if a new release of a product or service to 
such new markets does nut achieve market acceptance, our business, financial condirion and results of operations 
could be materially adversely affected. 

Substantially a11 of our revenue is derived f rom o u r  4-1-1 data management solution and  our  operating 
results may depend upon our ability to  continue to sell this solution. 

We currently derive substantially all of our revenue from the provisioning of our 9-1 - 1 data management 
solution to ILECs, CLECs, wireless carriers and state and local govemment agencies. Accordingly, we are 
susceptible to adverse trends affecting this market segment, including government regulation, technological 
obsolescence and the entry of new competition. We expect that this market may continue to account for substantially 
all of our revenue i n  the near future. As a result, our  future success depends on our ability to continue to sei1 our 
9-1-1 solution, maintain and increase our marker share by providing other value-added services to the market, and 
successfully adapt our technology and services to other related markets. Markets for our existing services and 
products may not continue to expand and we may not be successfd in our efforts to penetrate new markets. 

Our  operating results could be adversely affected if we underestimate costs on our  fixed price contracts. 



During the year ended December 31,2000, approximately S9% of our revenue was generated on a fixed price 
per subscriber basis. We generally enter into conrrms with IWO- to ten-year terms and we generally receive a fixed 
monthly fee based upon the number of subscribers and upon the services selected by the customer. Therefore, our 
failure to esrimare accurately the resources required for a fixed price per subscriber contract could have a material 
adverse effect on our business, financial condition and results of operations. 

We could incur substantial costs from product IiabiIity claims relating to our  sortware. 

Because our services and products are utilized by our customers to provide critical 9-1-1 services, the 
provisioning of services and licensing of software is at risk of product liability and related ctaims. Our a= UreementS 
with our customers typically require us to indemnify our customers for our own acts of negligence. Product liability 
insurance is expensive and may dot be available in the future. We cannot be sure that we will be able to maintain or 
obtain insurance coverage at acceptable costs or in a sufficient amount, that our insurer may not disclaim coverage 
as to a future claim or that a product liability claim would not otherwise adversely affect our business, operating 
results or financial condition. 

O u r  operating results could be adversely affected by any interruption of o u r  services or system failure. 

Our operations depend on our ability to maintain our computer and telecommunications equipment and systems 
in  effective working order, and to protect our systems against damage from fire, natural disaster, power loss, 
telecommunications failure, sabotage, unauthorized access to our system or similar events. Although all of our 
mission-critical systems and equipment are designed wirh built-in redundancy and security, any unanticipated 
interruption or delay in our operations could have a material adverse effect an our business, financial condition and 
results of operarions. Furthennore, any addition or expansion of our facilities to increase capacity could increase our 
exposure to damage fiom fire, natural disaster, power loss, telecommunicarjons faiIure or similar events. Our 
property and business interruption insurance may not be adequate to compensate us for any losses that may occur in 
fhe event of a syslem failure. Furthermore, insurance may not be available to us at all or, if available, may not be 
commercially reasonable. 

Our  failure t o  manage our  growth effectively could adversely affect o u r  ability to increase our revenue and 
could increase o u r  operating expenses. 

We have expanded our operations rapidly over the past several years, placing significant demands on our 
administrative, operational and financial personnel and systems. Additional expansion by us may furiher strain our 
management, opera~tional, financial reporting, and other systems and resources. Our systems, resources, procedures, 
controls and exisring space may not be adequate to support such expansion o f  our operations. Our future operating 
results depend substantially on the ability of our officers and key employees to manage changing business 
conditions and to implement and improve our management, operational, financial control and other reporting 
systems. In addition, our future operating results depend on our ability to attract, train and retain qualified 
consulting, technical, sales, financial, marketing and management personnel. If our marketing strategy is successhi, 
we may experience difficulties responding to customer demand for services and technical support and in pace with 
the development of products and services. To manage our growth, if any, we must: 

0 

. 
improve and enhance manasement information and reporting systems; 
standardize implementation methodologies of our operations; 
further develop and upgrade our infrastructure; 
conrinue io maintain customer satisfaction; and 
hire, train and manage qualified personnel. 

If we are unable to respond to and manage changing business conditions, the quality of our products and services, 
our ability to retain key personnel, our business, financial condition and resuits of operation could be materially 
adversely affected. 

The market Tor 9-1-1 datainanagement solutions is highly competitive, and we could lose our market position 
if we fail t o  compete effectively. 

The market for 9-1-1 data management solutions is intensely competitive and we expect competition to increase 
in the future. We believe that the principal competirive factors affecting the market for 9-1-1 data management 
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services include flexibility, reliability, manageabiiiry, technical features, wireless support, performance, ea5e of use, 
price, scope of product offerings, and customer service and support. We may not be able to maintain our competitive 
position against current and potential competitors, especially those with significantly greater financial, marketing, 
suppofi service, technical and other competitive resources. 

Claims by other companies'that our products infringe their proprietary rights could adversely affect o u r  
financial condition. 

As the number of entrants to our markets increases and the functimaIity of our services and products increases 
and overlaps with the products and services of other companies, we may become subject to claims of infringement 
or misappropriation of the intellectual property rights of others. In cenain customer agreements, we agree to 
indemnify our customers for any expenses or liabilities resulting from claimed infringements of patents, trademarks 
or copyrishts of third parries. In  some instances, the amount of the indemnities may be greater than the revenue we 
received from the customer. Any claims or litigation, with or without merit, could be time consuming, result in 
costly litigation or require us to enter into royalty or licensing arrangements. Any royalty or licensing arrangements, 
if required, may not be available on terms acceptable to us, if at all, and could have a material adverse effect on our 
business, financiai condition and results of operations. 

The market price of o u r  common stock may experience price fluctuations for  reasons over which we have no 
control. 

The stock market has  from time to time experienced, and is likely to continue io experience, extreme price and 
volume flucruations. Recently, prices of securities of high technology companies have been especially volatile and 
have often flucruattd for reasons that are unrelated to the operating perfamance of the affected companies. The 
market price of shares of our common stock has flucruated greatly since our initiaI public offering and couid 
continue to fluctuate due to a variety of factors, some of which are not within our control. In the past, companies 
that have experienced volatility in the market price of their stock have been the objects of securities class action 
litigation. If we were the object of securities class action litigation, it could result in substantial costs arid a 
diversion of our management's attention and resources. 

O u r  corporate documents  and  Delaware law make a takeover of our  company more difficult, which may Iimit 
the market price of the  common stock. 

Our charter and by-laws and Section 203 of the Delaware General Corporation Law contain provisions that 
might enable our management to resist a takeover of our company. Among other things, the board of directors has 
the ability IO issue "blank check" preferred stock without fbrther srockholder approval. These provisions may 
discourage, delay or prevent a change in control or  a change in our management. These provisions also could 
discourage proxy contests and make it more difficult for you to elect directors and take other corporate actions. The 
existence ofthese provis.ions could limit the price that investors are willing to pay for shares of common stock and 
prevent you from realizing the premium return that stockholders may receive in conjunction with a corporate 
takeover. 

Our  officers and directors have significant voting power and may substantiatly influence the outcome of any 
stockholder vole. 

As of February 28, 2001, members of our board of directors and our executive officers, together with members 
of their families and entities that may be deemed affiliates of or related to such persons or entities, beneficially own 
approximately 19.4% of the outstanding shares of our common stock. Accordingly, these stockholders are able to 
influence election of our board of direcrors and the outcome of corporate actions requiring stockholder approval, 
such as mergers and acquisitions. This level of ownership by such persons and entities may have a significant effect 
in delaying, deferring or preventing a change in control and may adversely affect the voting and other rights of other 
holders of common stock. 

A general economic downturn could ndversdy affect our  sales and  product development. 

In the last five years, the general health of rhe economy has been relatively strong. Growing companies have 
spent unprecedented amounts of capital to keep pace with rapid technological advances. In late 2000, the  economy 
started to slow down. To the extent the general economic health of the United States declines from recent 
historically high levels, or to the extent individuals or companies fear a decline is imminent, these individuals and 



companies may reduce expenditures such as those for our services. Any decline or concern about an imminent 
decline could delay decisions among certain customers to roll out our services or could delay decisions by 
prospective customers to make initial evaluations o f  our services. Any deIays would have a material and adverse 
effecr on our business. 

ITEM 2. PROPERTIES 

Refer to the disclosure under the caption "Item I .  Business - Facilities." 

ITEM 3. LEGAL PROCEEDINGS 

We ar t  nut a parry to any litigation that we believe could have a material adverse effect on our business or us. 

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 

No matters were submitted for a vote of security holders during the fuurth quarter of the fiscal year covered by 
this report. 
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PART I1 

ITEM 5. M A R K E T  FOR THE REGISTRANT'S COMMON EQUITY AND RELATED 
STOCKHOLDER MATTERS 

Our common stock is traded o i  the Nasdaq National Market under the symbol "SCCX." We commenced our 
initial public offering of the common stock on June 24, 1998 at a price of $12 per share. Prior to such date, there 
was no public market for the common srock. The following table sets forth the high and low closing market prices 
for each full quatterly period within the last two fiscal years and fiom January 1,2001 through February 28,200 I .  

Stock Price 

2001. High L O W  

January 1, 2001- February 28, $ 9.75 $ 4.00 
200 I 

' 2000 
Fourth Quarter $ 8.19 
Third Quarter $ 8.63 
Second Quarter $ 9.25 
First Quarter $ 15.31 

S 4.06 
$ 5.25 
$ 5.06 
$ 5.44 

1999 
Fourth Quarter $ 7.09 X 5.00 
Third Quarter 
Second Quarrer 
First Quarter 

$ 7.13 $ 4.00 
.$ 5.00 s 3.00 
$ 6.38 s 3.00 

As of February 28,2001, there were approximately 168 direct holders of record, not including shares held in 
street name, 

We have not paid any cash dividends on ow capital srock since our inception, and do not expect to pay cash 
dividends on our common stock in the foreseeable future. Cartain covenants contained in our Iine of credit 
agreement restrict zhe payment of dividends without the lender's prior consent. Payment of future dividends, if any, 
may be declared at the discretion of our board of directors, subject to the resrrictions discussed above, after taking 
into account various factors, including our financia1 condition, operating results, cash needs and expansion plans. 

On June 74, 1998, we consummated our initial public offering of our common stock. The estimated net 
offering proceeds Io us after deducting the foregoing discounts, commissions, fees and expenses were $25,988,400, 
of which $3,510,400 relates to the exercise of the  underwriters' over-allotment option on July 22, 1998. Through 
December 3 1,2000, the proceeds of the offering have been applied as follows: 

Aggregate offering price $28,980,000 

Direct: and indirect payment to others for: 
Underwriting discounts and commissions 
Other offering expenses 
Construction of building and facilities 
Capital lease payment to receive discount 
Repayment of indebtedness 
9 - 1 - 1 S aferyN et(SM) In iriative 

Working capital 

' 

2,028,600 
963,000 
300,000 

2,878,500 
4,6 10,000 
4,800,000 

13,; 99,900 

None of such payments were direct or indirect payments to our directors, oficers, general partners or their 
associates or IO persons owning 10% or more of any class of our equity securities or to our affiliates. 



ITEM 6. SELECTED FINANCIAL DATA 

The following selected financial data is qualified by reference to and shoutd be read in conjunction with our 
financial statements and nates thereto and “Management’s Discussion and Analysis of Financial Condition and 
Results of Operations” included in Item 7. The statement of operations data for the years ended December 31,2000, 
1999 and 1998 and the balance sheet data at December 3 1,2000 and 1999 are derived fiom, and are qualified by 
reference to! the audited financial statements and notes included in Item 8. The statement of operations data for the 
years ended December 3 I ,  1997 and 1996 and the balance sheet data at December 3 I ,  1998, 1997 and 1996 are 
derived from audited financial statements not included in this Annual Report on Form 10-K. Pro forma information 
reflects results from operations as if SAB I O 1  had been adopted prior to January 1996. 

December 31, 
2000 I999 1998 1997 1996 (amounts in  thousnnds, except per share data) - 

Statement of Opersiions Dota: 
Total reyenue ........................................................................ $ 43,124 $ 32,584 $ 34,449 $ 27,072 5 14,802 
Net income (loss) from continuing operations before 

extraordinary item and cumulative effect of change in 

Net eamings (toss) per share from continuing operarions 
accounting principle ........................................................... (64  18) (1,062) 3,880 4,783 93 7 

before extraordinary item and cumulative effect of change 
in accounting principle: 

Basic ................................................................................... ~ ~ U U U  
Diluted ................................................................................ ~ ~ U U U  

(rmounts in thuusands) 

Balance Sheet Data: 
Cash mind cash equivalents ......................... 
Short and long-[em investments in 

marketable securities .............................. 
Working capital (deficit) ........................... 
Toral asses ............................................... 
Long-term capital lease obligation ............ 
Toral siockholders’ equity (deficit} .......... 

PRO FORMA EFFECT OF CHANGE IN ACCOUNTING 

(nmounts In thousands, except per share data) 

PRO F O W  NET MCOME (LOSS) FROM CONTTNUlWG 

PRINCIPLE: 

December 31. 
m o o  1936 I999 1998 1797 

S 5,036 $ 8,354 S 10,266 S 2,503 S 32 

6,939 13,158 9,815 - - 
12,743 18,014 17,678 (2,670) (7.345) 
44,669 41,780 45,095 21,106 18,482 

1.511 2,038 2,79 1 6,891 3,318 
24.967 32,935 33,591 (1 1,867) (13,068) 

Decemher 31, 
1999 1398 - 1997 - 1996 
le 

OPERATIONS BEFORE EXTRAOkDINARY ITEM AND CHANGE N 
ACCOUNTMG PRMClPLE 2 = = A u a - u s  4.012 - .................................................................... 

PRO FORMA NET INCOME (LOSS) APPLICABLE TO COMMON 
STOCK ..................................................................................................... 5 19 5001 $11.363 u 5 f814J 

PRO FORMA NET EARNMGS (LOSS) PER SHARE FROM 
CONTINUING OPERATIONS BEFORE EXTRAORDINARY ITEM 
AND CHANGE M ACCOUNTMG PRINCIPLE (Note 2): 
Basic .......................................................................................................... $ (0.57) s u u &i=ALLg 
Diluted !om i=-AuQ u u 1 

Basic .......................................................................................................... ~ L 4 U a U U ~  
Diluted ....................................................................................................... ~ ~ U U ~  

....................................................................................................... 
PRO FORMA NET EARNTNGS (LOSS) PER SHARE (Note 2): 

SHARES USED IN COMPUTWNG PRO FORMA NET EARNTNGS 

Basic .................................................................. : ....................................... I 1.257.7 18 1 Q989 
(LOSS) PER SHARE (Note 21: 

....................................................................................................... Diluted 1 I 757.718 

See Note 2 of notes to financial statements for an explanation of the determination of the shares used in computing 
net income (IDSS) per share, 
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, Revenue 

ITEM 7. 
RESULTS OF OPERATlONS 

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 

Percent 

Overview 

ILEC Business Unit $28,757 $26,723 $28,874 
CLEC Business Unit 7,280 3,793 1,492 
Wireless Business Unit 4,172 1,739 3,867 
Direct Business Unit 7,9 15 329 306 

We are the Ieading provider of 9-1-1’ data management services to ILECs, CLECs and wireless carriers in the 
United States. We manage the  data that enables a 9-1-1 call to be routed IO the appropriate public safety agency 
with accurate and timely information about the caller’s identification and location. We  were incorporated in July 
1979 in the State of Colorado under the name Systems Concepts of Colorado, Inc. and were reincorporated in 
September 1995 in the State of Delaware under the name SCC Communications Corp. Prior to 1995, subsiantially 
all of our revenue was derived from the sale of software licenses and related implementation services to ILECs and 
public safety agencies, During 1994, we began investing in infrastructure to provide our 9-1-1 OSS solution to 
telephone operating companies seeking to outsource such operations. We signed our first 9-1-1 data management 
services contract in August 1994 and continue 10 add to the number of records under management. We besan 10 
recognize revenue from wireless carriers in the third quarter of 1997, and continue to increase the number of live 
wireless subscribers managed. In addition, we signed a contract with the General Services Commission of the State 
of Texas in November 1998, representing the first rime that a state agency has endeavored to centralize 9-1-1 OSS 
and data management services with a neutral third party. 

6 m  82% 84% 
17% 12% 4% 
20% 5% 11% 
6% 1 Yo 1 Yo 

Each of our four Business Units provides an outsourcing solution for its respective customer bases. Revenue 
generally includes a non-recurring initial fee (“N3.E”) for the design and implementation of the solution, conversion 
of the cus~omer’s data to our systems, hiring and training of personnel, and other COSTS required to prepare for the 
processing of customer data. Non-recurring fees and the associated costs are recognized ratably over the life of the 
contract. Our contracts also separately aIlow for a monthly service fee based on the number of subscriber records 
under management, which is recognized in the period in which the services are rendered. Related costs are 
expensed as they are incurred. We may also offer our customers enhanced products or services for which revenue is 
recognized aver the life of the contract. Our revenue breaks down as a percent of rota1 revenue as follows: 

During 2000, we changed our revenue recognition policies to comply with SAB 101. Specifically, SA3 101 
requires that we defer the up-front NRE fee, certain enhancement fees and relaTed incremental costs and recognize 
them over the lives of our contracts. The adoption of SAB 101 required us to reflect a cumulative effect of change 
in accounting principle as if SAB 101 had been implemented on January 1,2000 and to restate all of our reported 
2000 quarterly results. 

During the years ended December 3 1,2000 and 1999, wt: recognized approximately 66% and 8l%, respectively, 
of total revenue from Ameritech, BellSouth Inc. and Qwest, each of which accounted for greater than 10% of our 
total revenue in such periods. 

Historicaily, substantially all of our revenue has been generated .from sales to  customers in the United States. 
However, we have generated revenue in Canada and intend to enter additional international markets, which may 
require significant management attention and financial resources. International sales are subject to a variety of risks, 

As of December 3 I ,  2000, we had net operating loss carryforwards of approximately $16.9 million available to 
offset future net income for U.S. federal income tax purposes. Since we expect to incur losses in the near term 
related to development costs for new commercial products, future taxable income may not be sufficient: to realize 
additional defmed tax assets that may be created by the projected net operating losses. 

Our quarterly and annual operating results have varied significantly in the past. The variation in operating 
results may likely continue and may intensi@+ We believe that period to period comparisons of results of operations 
are not necessarily meaninghl and should not be relied upon as indications of future performance. Our operating 
results may continue to fluctuate as a result of many factors, including the length o f the  sales cycles for new or 
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existing customers, the size, timing or duration of significant customer contracts, fluctuations in number of 
subscriber records under manasement, timing or duration of service offerings, rate of adoption of wireless services 
by PSAPs. efforts cspended to accelerate the introduction of certain new products, our ability to hire, train and rerain 
qualified personnel, increased competition, changes in operating expenses, changes in our srrategy, the financial 
performance of our customers, changes in ,telecommunications 1egisIation and regulations that may affect the 
competitive environment for our services, and general economic factors. 

Our expense levels are based in significant part on our espectations regarding future revenue. Our revenue is 
difficult to forecast because the market for our services is evolving rapidly and the length of our sales cycle and the 
size and timing of significant customer contracts vary substantially. Accordingly, we may be unable to adjust 
spending in a timely manner to compensate for any unexpected changes in operations. As of December 3 1,2000, 
we had incurred expenses of approximately $4.0 million in marketing, legal and research and development: to 
expand our producr offerings with our 9-1-1 SaferyNer'SM' initiative. We may spend up to an additional $5 million 
on this initiative in 2001. In addition, we hired additional employees in 2000, and expect to continue hiring 
additional employees during 2001. We also began leasing office space in Texas in December 1999, from which we 
are performing some of our operations. In October 2000, we also leased additional office space in Colorado to 
accommodate'our increased personnel. 

Results of Operations 

Year Ended December 31,2000 Compared to Year Ended December 31,1999 

Total Compaty 

Total revenue increased 32%, from $32.6 mitIion in I999 to $43.1 million in 2000. Total direct costs increased 
27%, from $22.7 million in 1999 to $28.9 million in 2000, representing 70% and 67% of total revenue, respectively. 
Our lack of profitability during 2000 was primarily due to operatino losses in our direct and wireless business units 
as well as due to our significant investment in our 9-1-1 SafetyNetiSM' initiative. The net impact of the SAB 101 
adjustments an ZOO0 revenue and direct costs was a net decrease of approximately $233,000. We expect that 
operating profitability may be attainable by the fourth quarter of 2001. 

ILEC Business Unir 

ILEC revenue increased 7%, from $24.7 milljon in 1999 to $28.8 million in 2000 due to an increase in  the number 
of records under management and from t he  sale af enhancements to our existing customer base. The number of 
ILEC subscribers under management grew to 85.8 million, an increase of 5% from December 31, 1999. LEC direct 
costs increased 12.9%, from $14.7 million in 1999 to $16.6 million in 2000, representing 55% and 58% of ILEC 
revenue for such periods, respectively. Costs increased due to the hiring of additional systems operations staff and 
increased systems maintenance costs to accommodate growth. The net impact of the SAB 101 adjustments on 2000 
ILEC revenue and direct COSTS was not material. ILEC sales and marketing expenses increased 6% ffom $1.7 
million in 1999 to $1.8 million in 2000, representing 6% of ILEC revenue for both periods, due to an increase in 
marketing projects in 2000. ILEC research and development costs increased 7%, from $355,000 in 1999 to $379,000 
in 2000, representing 1 YO of ILEC revenue for both periods, due to increased focus by our software engineering staff 
on projects for rhe ILEC Business Unit. 

We expect LEC revenue in 2001 to grow at a rate consistent with the our historical 2000 'ILEC results. We 
expect ILEC operating expenses to increase a1 a slower rate in 200 1 than ILEC revenues as we plan to gain 
incremental operating efficiencies and increase productivity. 

CL EC Bzisiness - Unit 

CLEC revenue increased 92%, from $3.8 million in 1999 to $7.3 miilion in 2000 due to an increase in the number 
of records under management for new and existing customers and additional revenue recognized an new customers 
signed in 3000, As of December 3 1,2000, we had 38 CLEC contracts representing 5.4 million subscribers. CLEC 
direct costs increased 30%, from $2.0 million in 1999 10 $2.6 million in 2000, representing 53% and 36% of CLEC 
revenue for such periods, respectively. The dollar increase in CLEC costs was due to the hiring of additional CLEC 
operations staff to assisr with the continued growth in records under management. The percentage decrease in COSS 
was due mainly to volume efficiencies gained by the growth in records managed. The net impacr o f the  SA3 101 
adjustments on CLEC 2000 revenue and direct costs was a net decrease of approximately $453,000. CLEC sales 



and marketing expenses increased 140%, from $355,000 in 1999 to S851,OOO in 2000, representing 9% and 12% of 
CLEC revenue for such periods, respectively. The increase in CLEC s’ales and marketing expenses was due to the 
hiring of additional sales and marketing personnel to accommodate the grawrh in the CLEC Business Unit and 
increased direct marketing campaign costs. CLEC research and development costs increased 49%, from $ I67,OOO in 
1999 to $248,000 in 2000, representing 4% and 3% of CLEC revenue for such periods respectively, due to the 
development of Local Number Portability (“LNP”) software applications. 

We expect CLEC revenue to continue to increase by approximately 50% in 2001 although we do not believe our 
past margins are sustainable due to volume pricing discounts. We expect CLEC costs may increase in 2001 at a 
faster rate than revenues but the margins should stabilize by the end of the year. 

Wireless Businem Wnit 

Wireless revenue increased 147%, from $1.7 million in 1999 to $4.2 million in 2000, due to an increase in the 
number of records under management and services provided relating to system capacity expansion to accommodate 
wireless carriers. Wireless direct costs increased IO%, from $4.1 million in 1999 to $4.5 million in 2000, due to the 
hiring of additional systems operations staff and increased systems maintenance and telephone line costs to 
accommodate growth. Wireless direct costs as a percentage of Wireless revenue decreased because the increase in 
subscribers managed covered more of our Wireless infrastructure costs. The net impact of the SAB 101 adjustments 
on Wireless 2000 revenue and direct costs was a net increase of approximately $170,000. Wireless sales and 
marketing expenses increased 114%, 60m $560,000 in 1999 to $1.2 million in 2000, representing 32% and 29% of 
Wireless revenue for such periods, respectively. n e  increase in Wireless safes and marketing expenses was due to 
the hiring of additional sales personnel in 2000 and increased direct marketing campaign costs. Wireless research 
and development costs increased 38% from 5409,000 in 1999 to $563,000 in 2000, representing 24% and 13% of 
Wireless revenue for such periods, respecrively, due  to the cost of improvements to our -general wireless database 
application in 2000. 

We expect Wireless revenue to increase by over 100% in 2001 as we continue to work through our backlog of 
deployment of Phase I and 11. Direct costs may be significantly greater in 200 1 than the increase in revenue in the 
first half of the year; however, we espect that the business unit may generate positive operating income in the final 
quarter of 2001. At December 3 1,2000, approximateIy 12% of our subscribers under contract were live. We expect 
that we wiIl have approximately 50% of our subscribers under contract live by December 3 1, 2001. 

Direct Business Unit 

Direct revenue increased from $329,000 in I999 to $2.9 million in 7000. Direct revenue increased due to the 
transition of records in the Stare of Texas beginning in 2000 and deiivery of rhe Emergency Warning and  
EvacuationcSM) (EWE‘SM)) product offering. The Direct Business Unit continued to successfully execute its strategic 
plan, increasing the subscriber base in Texas to 6.9 miIlion in 2000. The EWE(SM) subscriber base was 700,000 as of 
year-end and 1.4 miliion as of February 28,2001. Direct costs increased from $1,9 million in 1.999 to $5.1 million 
in 2000. Costs increased due to the opening of our Texas office, hiring of additional personnel and development of 
system infrastructure necessary to implement the State of Texas contract and to manage records that have been 
transitioned. The net impact o f t h e  SAB 101 adjustments on 2000 Direct revenue and direct costs was not material. 
Direct sales and marketing expenses increased f?om $483,000 in 1999 t o  $2.4 million in 2000, representing 147% 
and 48% of Direct revenue for such periods, respectively. The increase in sales and marketing costs was due to the 
hiring of addirional sales personnel to supporr the State of Texas contract and our EWEtSM’ product. Direcr research 
and development costs increased from $809,000 in 1999 to %834,000 in 2000 due to improvements in EWE‘SM) 
application development in 2000 after the product was launched. 

We expect Direcr revenue growth to slow down and we do not expect direct cosrs to increase in 2001. 
Management is attempting to reduce direct costs and we expect that the business unit  may provide positive gross 
margins and break-even aperaring income in the final quarter of 200 1, 

Corporale Businen Unir 

Corporate general and administrative expensks increased 69%, from $4.9 million in 2999 to $8.3 million in 2000, 
representing 15% and 19% of total revenue far such periods, respectively. Corporate general and administrative 
expenses increased due to the addition of corporate legal personnel and outside legal fees to address legislative and. 
regulatory issues, the hiring of additional human resources and finance staff to accommodate headcount growth in 
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2000, including growth related to 9-1-1 SafetyNet(S‘*‘), and corporate consulting costs. Corporate sales and marketing 
expenses increased 64%, from $2.2 million in 1999 to $3.6 million in 7000, representing 7% and 8% in total revenue 
for such periods, respectively. Corporate sales and marketing expenses increased due to national tradeshow costs, 
direct marketing related to 9-1-1 SafetyNet‘SM), and public relations charges. The increase was partially offset by the 
reallocation of certain resources from marketinpreiated activities to legislative and regulatory affairs activities and 
the reduction in headcount for general corporate product marketing. Corporate research and development of $2.2 
million in 7,000 represented labor and associated travel and consulting costs related to the network architecrure of the 
9-1-1 SafetyNet(S’i’l) product offering. ’ 

We expect our corporate general and administrative expenses and corporate sales and marketing costs in 7,001 
may remain at or close to our current levels. We also expect that our 9-1-1 SafetyNdSM) research and development 
costs may be consistent with or below our 2000 expenses. Our corporate expenses may increase but may be a 
smaller percentage ofrevenue in 2001. 

Net other income increased 17%, from $607,000 in 1999 to $712,000 in 2000. Other income increased due to 
interest income earned from investments and the reduction in interest expense related to the repayment of certain 
capiral leases.’ 

The benefit for income taxes decreased from $468,000 in 1999 to zero in 2000. We expect to incur losses in the 
near term in order to finance new commercial products. Future taxable income may not be sufficient to realize 
additional deferred tax assets that may be created by the projected net operating lasses. Consequently, our statement 
of operations does not reflect tax benefits for operating losses incurred during 2000. 

The loss from operations of discontinued division, net of tax, for the year ended December 3 1, 1999 of S226,OOO 
represents the costs reiated to the final closeout of unassigned contracts reIated to our Premise Products Division, 
which was sold in 1997, and the transition of customers TO t k  company that acquired this division. 

The cumulative effect from change in accounting principle of approximately $3.1 million in 2000 represents the 
change associated with adopting SAB 101 effective January 1,2000. This change reflects the amount of income 
that had been recognized under the Company’s previously existing revenue recognition methods that would have 
been deferred as of December 3 1, 1999 had the Company been under the guidelines of SAB 10 1. The income 
deferred as a result of adopting SAB 101 will be recognized on varying dates through 2005. During 2000, we 
recognized approximately $628,000 of rhis amount. 

Year Ended December 31, 1999 Compared to Year Ended December 31,1998 

Total Company 

Total revenue decreased 5% from $34.4 million in 1998 to $32.6 miIlion in 1999. Total direct costs increased 
12% from $20.2 milIion in 1998 to $22.7 million in 1999, representing 59% and 70% of total revenue, respectivefy. 

ILEC Business Unit 

ILEC revenue decreased 7%, from $28.8 million in 1998 to $26.7 million in 1999 due to a decrease in sales of 
enhancements to our existing customer base. ILEC direct costs decreased 9% from $16.2 million in 1998 to $14.7 
million in 1999, representing 56?4 and 55% of ILEC revenue for such periods, respectively, due to a reduction in 
contIact labor. ILEC sales and marketing expenses remained constant at $1.7 in 1998 and 1999, representing 6% of 
ILEC revenue for both periods. ILEC research and development costs decreased 51%, from $727.000 in 1998 to 
$355,000 in 1999, representing 3% and 1% of ILEC revenue for such periods, respectively, due to increased focus 
by our software engiheering staff on projects for other business units. 

CLEC Business Unis 

CLEC revenue increased 153%, fiom $1.5 million in 1998 to $3.8 million in 1999 due to an increase h the 
number of records under management for new and existing customers and additional non-recurring revenue 
recognized on new customers signed in 1999. CLEC direct costs increased 54% from $1.3 million in 1998 to 52.0 
million in 1999, representing 87% and 53% of CLEC revenue for such periods, respectively, due to the hiring of 
additional CLEC operations staff to assist with the continued growth in records under management. CLEC sates and 
marketing expenses decreased 26% from $479,000 in 1998 to $355,000 in 1999, representing 32% and 9% of CLEC 



revenue for such periods, respectively. The decrease in CLEC sales and marketing expenses was due partiaily to the 
termination of a sales person in 1999, a decrease in travel costs and a decrease in direct marketing campaign costs. 
CLEC research and development costs increased 37%, from S122,OOO in 1998 to %167,000 in 1999, representing 8% 
and 4% of  CLEC revenue for such periods, respectively, due to the development of LNP software applications. 

Wireiess Business Wnir 

Total revenue decreased 56% from $3.9 million in 1998 to $1.7 million in 1999, due to the receipt of monthly 
minimum fees that expired at the end of 1998. Wireless direct costs increased 71%, from $2.4 million in 1998 to 
$4.1 million in 1999. Costs increased due to the hiring of additional systems operations staff and increased.systems 
maintenance and telephone line costs to accommodate growth. Wireless sales and marketing expenses increased 
41%, from E 9 S , O O O  in 1998 to $560,000 in 1999, representing 10% and 32% of Wireless revenue for such periods, 
respectively, due to the hiring of additional sales personnel in 1999. Wireless research and development costs 
increased 7%, from 218 1,000 in 1998 to 5409,000 in 1999, representing 10% and 24% of Wireless revenue for such 
periods, respectively, due to the development of improvements to our general wireless database application in 1999. 

Direcr Business Unit 

Direct revenue increased from $>06,000 in 1998 to $329,000 in 1999 due to completion of the State ofTexas 
implementation. Direct costs increased from $266,000 in 1998 to $1.9 million in 1999. Costs increased due to the 
opening of our Texas office, hiring of additional personnel and development of system infrastructure necessary IO 
implement the State of Texas contract. Direcr sales and marketing expenses increased from $249,000 in 1998 to 
$483,000 in 1999, representing 81% and 147% of direct revenue for such periods, respectively. The increase in sales 
and marketing costs was due to the hiring of additional sales personnel to s u p p o ~  the State of Texas contract and our 
EWE'5M' product. Direct research and development Costs increased from $145,OOQ in 1998 to $809,000 in 1999. 
Direct research and development costs increased due to the increased development efforts for the EWE(") 
application in 1999 before the product was iaunched. 

Corporate Business Unit 

Corporate general and administrative expenses decreased 2%, fiom 35.0 million in 1998 to $4.9 miIlion in 1999, 
representing 15% of toral revenue for both periods. Corporate general and administrative expenses decreased due to 
temporarily operaring without a Chief Operating Officer and Chief Financia1 Officer during a change in officers in 
1999, offser partially by increased legal fees associated.with legislative and regulatory issues. Corporate sales and 
marketing expenses increzsed 69% from $1.3 million in 1998 to $2.2 miIlion in 1999 representing 4% and 7% in 
total revenue for such periods, respectively due to national tradeshow costs and public relations charges. The 
increased was partially offset by the reallocation of certain resources from marketing-related activities to legislative 
and regulatory affairs activities and the reduction in headcount for general corporate product marketing. 

Net other income increased h om an expense of $294,000 in 1998 to income of $607,000 in 1999. Other income 
increased due to interest income earned from investments and the reduction in interest expense related to  the 
repayment of  cenain capital leases, 

The benefit for income taxes increased from $274,000 in 1998 to $468,000 in 1999. Benefits were recorded in 
these years as we believed the increase in deferred tax assets would be realizable in the future. 

The loss fiom operations of djscontinued division, net of tax of $226,000 represents the costs related to the final 
closeout of unassigned contracts related to our Premise Products Division, which was sold in 1437, and the 
transition of customer to the company that acquired this division. 

Liquidity and Capital Resources 

Since our inception we have funded our operations with cash provided by operations, supplemented by equiy and 
debt financing and leases on capital equipment. As of December 21,2000, we had $12.0 million in cash and cash 
equivalents and investments in marketable securities. WE expect our operating cash flows IO be negative during the 
first half of 300 1 but we expect them to turn positive in the second half of 2001 due to increased subscriber c o n s  
as a result of our wire1,ess deployment efforts. 



We borrowed approximately $1.1 million under our capital lease Iine secured by capital equipment in 2000, and 
repaid $1.5 million and $1.9 million of capital lease obligations during 2000 and 1999, respectively. Additionally, 
‘we used $6.1 million and $2.0 million in 3000 and 1999, respectively, for the purchase of capital assets and software 
development. This significant increase was due to capital expenditures related to our ?- 1-1 SafetyNer‘SM’ initiative as 
well as due to capital needs created by our significant increase in headcount during 2000. We anticipate that aur 
level of spending for capital expendirures may be sI?shtIy less in 2001. We currently have no material commitmenrs 
for capital expenditures; however, we may purchase additional systems in an effort to attain incrementa1 operating 
efficiencies, especially in our ILEC and CLEC business units and to incur additional costs and expenses in 
connection with ‘our proposed acquisition of Lucent Public Safety Systems. 

We have a line of credit with a bank equal tu $2.0 million, which is available to meet operating needs. The  interest 
rate on amounts borrowed under the line of  credit is equal to the bank’s prime rate or the one, two or three month 
Libor rate plus 2 . 3 %  per annum. The line of credit matures. April 15,2001 and is collateralized by cenain assets. 
As of December 3 1,2000, no borrowings were outstanding under the line of credit. We are currently negotiarins the 
renewal of this line of credit. 

We also have a $2.0 million capital lease line with a bank, which is availabIe to meet capital acquisition needs that 
arise from normal business operations. The interest rate is equal to the bank’s cost of funds at the time of each lease. 
Separate lease schedules are signed from time to time. Each lease schedule is collateralized by the assets that are 
being leased. Each lease has its own termination date, typically 36 months. As of December 31,2000, the entire 
$2.0 million avajlable under the capital lease line had been utilized. 

During the year ended December 3 1,2000, we incurred research, development and marketing expenses of 
approximately $4.0 million on our 9-1-1 SafetyNer‘SM) initiative. We may spend up to an additional $5 million in 
200 1. Our primary focus will be in our Wireless business unit. We plan to accelerate our wireless de Ioymena and 

over the next several years as long as we find the customer demand meaningful enough to make the investment 
worthwhile. 

development of our Coordinate Routing Database (“CRDB”). We may continue the 9- 1-1 SafetyNet‘ P initiative 

Although we believe that our current cash and investments, cash generated from operations and lease financing 
will be sufficient to fund our anticipated working capitai needs, research and development initiative and ca ita1 
expenditures for our core operations, we may seek to  raise additional capital to h n d  our 9-1-1 SafetyNetCs ) product 
initiative. We may seek a new capital lease line or other sources of debt or equity financing to fund th is  initiative. In 
the event our plans or assumptions for our core operations change or prove t u  be inaccurate, or if we consummate 
any unplanned acquisitions of businesses or assets, we may be required to seek additianal sources of capitai, which 
may include public and private equity and debt financings, sales of nonstrategic assets and other financing 
anangem ents. 

8 

. .  
In October 2000, we entered into an agreement to acquire specified assets and assume specified liabilities 

associated with the business of Lucent Public Safety Systems! an internal venture of Lucent Technologies Inc. 
Delays in closing the transaction have necessitated the renegotiation of severa1 deal terms. Although we have not 
reached agreemenr on these revised terms, we are negotiating in good faith to attain that goal. However, there is a 
possibility that the transaction may not be completed. If we reach an agreement to acquire Lucent Public Safety 
Sysrems, it may not produce the revenues, earnings or business synergies that we anticipate, especialty in the near 
term. Regardless, we musf pay cash for the legal, accounting and other transactions costs associated with the 
negotiation of the acquisition. As of December 3 1,  2000, we had deferred approximately $1 million of rransaction 
related costs on our balance sheet. If the transaction doses, these costs will form a part of the purchase price. If we 
do not complete the acquisition, these costs will be expensed. We expect to incur additional transaction costs in 
2001 in an attempt to complete the acquisition. 

Recently Issued Accounting Pronouncements 

Siatemenl of Financial Accozinting Standards No. 133 and No. 137 

In June 1998, the Financial Accounting Standards Board, or FASB, issued Statement of Financial Accounting 
Standards No. 133, “Accounting for Derivative Instmhents and Hedging Activities.” SFAS 133 estabiishes 
accounting and reporting standards for derivative financial instruments and hedging activities related to Those 
instruments as we11 as other hedging activities. It requires an entity to recognize all derivatives as either assets or 
liabilities in the sratemenr of financial position and measures those instruments at fair value. In June 1999, the 
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FASB issued Statement of Financial Accounting Standards No. 137, “Accounting for Derivative Instruments and 
Hedging Activities - Deferral of the Effective Date of FASB Statement No. l:3 - An amendment of FASB 
Statement No. I33.” SFAS No. 137 delays the effective date of SFAS No. 133 to fmancial quarters and financial 
years beginning after June 15,2000. We do not typically enter into arrangements that would fall under the scope of 
Statement No. I33 and thus, management beIieves that Statement No. 123 will not significantly affect our financial 
condition and results of operations. 

SIatement of Financial Accounting Siandards No. 1.10 

In September 2000, the FASB issued SFAS No. 140, “Accounting for Transfers and Servicing of Financial Asset 
and Extinguishments of Liabilities.“ SFAS No. 140 provides accounting and reponing standards for transfers and 
servicing of financial assets and extinguishments of liabilities. It is effective for transfers and servicing of financial 
assets and extinguishments of liabilities occurring after March 3 I ,  2001 and is effective for recognition and 
reclassification of coIlatera1 and for disclosures relating to securitization transactjons and collateral for fiscal years 
ending after December 15, 2000. We do not believe that this statement will materially impact our results of  
operations. . 



ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 

Market risk represents the risk of loss that may impact our financial position, results a€ operations or cash flaws 
due to adverse changes in financial and commodity market prices and rates, We are exposed to market risk in the 
areas of changes in United States interest rates. These exposures are directly related to our normal operating and 
funding acrivities. Historically and as of December 3 1,2000, we have not used derivative instruments or engaged in 
hedging activities. 

Interest Rate Risk 

The interest payable on our line of credit is variable and is determined based on the lender's prime rate or the 
one, two, or three month Libar rate plus 2.25% per annum, and, therefore, is affected by changes in market interest 
rates. At December 31, 2000, no amounts were outstanding under our line of credit, however, we may borrow up to 
80% of qualified accounts receivable, not to exceed $2,000,000. R a m  on our capital lease line are also dependent 
on interest rates in effect at the time the lease line is drawn upon. In addition, we invest excess funds in high-grade 
treasury bonds ,and commercial paper on which we monitor interest rates frequenrly and as the investments marure. 
Based on amounts invested in treasury bonds and commercial paper at December 3 1, 2000, if the markets were to 
experience a decline in rates of 1%, we would have a resulting decline in future earnings, fair values and cash flows 
of approximately $70,000. 
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 

To SCC Communications Corp.: 

We have audited the accompanying balance sheets of SCC Communications Corp. (a Delaware corporation) as 
of December 3 1, 2000 and 1.999, and the related statements of operations, stockholders’ equity (deficit) and cash 
flows for each of the three years in the period ended December 3 1,2000. These financial statements are the 
responsibility of  the Company’s management. Our responsibility is to express an opinion on these financial 
statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States. Thase 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financiai 
statements are free of material misstatement. An audit: includes examining, on a test basis, evidence supporthg the 
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used 
and significant, estimates made by management, as well as evaluating the overall financial statement presentation. 
We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to  above present fairly, in all materia1 respects, the financial 
position of SCC Communications Corp. as of December 3 1,2000 and 1999, and the results of its operations and its 
cash flows for each of the three years in the period ended December 3 1,2000, in conformity with accounting 
principles generally accepted in the United States. 

A5 discussed in the Summary of Significant Accounting Policies footnote to the financial statements, in 2000 the 
Company changed its method of accounting for revenue recognition. 

I$/ ARTHUR ANDERSEN LLP 

Denver, Colorado, 
January 26,200 1 I 
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SCC COMMUNTCATlONS C O P .  

BALANCE SHEETS 
(dollars in thousands) 

ASSETS 

CURRENT ASSETS: 
Cash mnd cash equivalents ....................................................................................................................... 
Shomem investments in marketable securities .............................. : ...................................................... 
Accounss receivnbk, ncK of allowance for doubtful nccuuntS of approximately $ I  84 and 1658, 

respcctivdy .......................................................................................................................................... 
Unbi I led revenue ..................................................................................................................................... 
Prepaids and other ................................................................................................................................... 
Deferred acquisition COS E... ..................................................................................................................... 
Deferred income taxes ............................................................................................................................. 

Total current assets .......................................................................................................................... 
Computer hardware and equipment ......................................................................................................... 
Furniture and fixtures .............................................................................................................................. 
Leasehold improvements ......................................................................................................................... 
Less - Accumulated depreciation .......................................................................................................... 

Total propc'fy and equip", net ................................................................................................... 
OTHER ASSETS ...................................................................................................................................... 
LONG-TERM INVESTMENTS in markciable secwities ......................................................................... 
DEFERRED MCOME TAXES ................................................................................................................ 
DEFERRED COSTS ................................................................................................................................. 
SOFTWARE DEVELOPMENT COSTS, net of aCKUmUlalcd amortization of $864 and $575, 

PROPERTY AND EQUIPMENT, ai cost: 

respectively ............................................................................................................................................. 

LIABILITIES AND STOCKHOLDERS' EQUITY 

CURRENT LlABILlTIES: 
Accounts payable ..................................................................................................................................... 
Payroll-related accruals ........................................................................................................................... 
Other accrued liabilities ........................................................................................................................... 
Proprrry and other times .......................................................................................................................... 
Current portion ofcapital lease ablisations mote 6 )  ............................................................................... 
Dcf'cned revenue ..................................................................................................................................... 

Total current IiabiIirier ..................................................................................................................... 
CAPITAL LEASE OBLIGATIONS, NET OF CURRENT PORTION M o t e  6) ...................................... 
DEFERRED REVENUE.. ......................................................................................................................... 

Total liabilities. ................................................................................................................................ 
COMMITMENTS AND CONTINGENCIES (Notes 9 and 13) 
STOCKHOLDERS' EQUITY mote 5): 

Prefcrred stock, 5.001 par value; 15,000,000 shares aurborizcd; none issued or outstanding ................. 
Common sidck, $.001 par value; 30,000,000 shares authorized; 11,488.040 and 11,104,ll I shares 

issued and ouistmding, respectively ..................................................................................................... 
Additional paid-in capital ......................................................................... ~ .............................................. 
Common stock W a " f S  .......................................................................................................................... 
Stock subscriptions receivable ................................................................................................................. 
Accumulated deficit ................................................................................................................................. 

Total stockholders' equity ................................................................................................................ 

December 31, 
2000 1993 

S 5,036 
6,939 

7,166 
574 
892 

1,054 
.859 

22.530 

30,259 
1,987 
I .049 

33,295 
(20.820) 
12,475 

107 

3,206 
5,363 

988 

- 

$LLkUa 

$ 1,226 
1,144 
2,688 
1,026 
2,107 
I .596 
9.181 
:,511 
8.674 

19,972 

- 
1 1  

44.814 
373 
(33) 

..24.69_i! 
L % 2 ¶ . & 2  

120.468) 

$ 8,354 
12,165 

2,155 
a46 
548 

653 
24.821 

254 1 I 
933 
915 

27,259 
(1 5.753) 

I 

11,506 
86 

993 
3,423 

9s i 

I 

141.780 

S 752 
786 
1,641 

7 92 
1 3 7  I 

-$3 
2,038 

8,845 
- 

- 
11 

43,925 
133) 

110.96_81 

m 

I 

The accompanying notes to financial statements are an integral part of these balance sheets. 
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SCC COMMUNICATIONS COW. 

STATEMENTS OF OPERATIONS 
(dollars in thousands, except per share data) 

TOTAL REVENUE ................................................................................................ 

Sales and markcring .............................................................................................. 
General and administrative .................................................................................... 
Research and development .................................................................................... 

Total cosw and expenses ................................................................................ 
INCOME (LOSS) FROM OPERATIONS .............................................................. 
OTHER INCOME (EXPENSE): 

lntcrest and other income ...................................................................................... 
Interest and other expense ..................................................................................... 

INCOME (LOSS) FROM CONTINUING OPERATIONS BEFORE NCOME 
TAXES. EXTRAORDINARY ITEM AND CUMULATIVE EFFECT OF ' 

COSTS AND EXPENSES: 
Direct costs ........................................................................................................... 

CHANGE M ACCOUNTING PRINCIPLE ........................................................ 
BENEFlT FOR INCOME TAXES (Note 7) ........................................................... 
EXTRAORDINARY ITEM AND CUMULATIVE EFFECT OF CHANGE M 
A C C O U N T "  PRlNCIPLE ................................................................................ 

NET INCOME (LOSS) FROM CONTINUING OPERATIONS BEFORE 

DISCONTMUED OPERATIONS (Nore 4): 
Loss from operations of discontinued division, net of  t u  benefit of $100 ............ 

NET MCOME (LOSS) BEFORE EXTRAORDINARY iTEM AND 
CUMULATIVE EFFECT OF CHANGE M ACCOWTMG PRINCIPLE ........ 

EXTRAORDINMY LOSS FROM EARLY EXTMGUISHMENT OF DEBT, net 
of tau benefit of 5533 ...... 

NET INCOME (LOSS) BE 
ACCOUNTING PRINCIPLE ................................................................................ 

CUMULATIVE EFFECT OF CHANGE IN ACCOlMTMG PRINCIPLE, net of 
tax of  $0 ................................................................................................................ 

NET MCOME (LOSS) ........................................................................................... 
Dividends accrued on Series D. E and F mandarorily, redeemable convenible 

preferred stock.. ........... ................................................................................ 
Common stock warrant p ice adjustment ......................................................... 

NET INCOME (LOSS) APPLICABLE TO COMMON STOCKHOLDERS ......... 
BASIC INCOME {LOSS) PER SHARE: 

........................................................................ 
UMULATIVE EFFECT OF CHANGE I" 

Eamings [loss) per share from continuing operations before extraordinary item 
and cumulative effect of change in accounting principle .................................. 

Loss per share from discontinued operations ....................................................... 
Loss per share from extraordinary item ................................................................ 
Loss per share t'rom change in accounting principle ............................................ 

Basic earnings (loss) per shnre 
DILUTED INCOME (LOSS) PER S 

Earnings (loss) per share from con 

........................................................ 
perations before exrraordinary item 

and cumulative effect of change in accounting principle .................................. 
Lass per shate from discontinued operario 
Loss per shsre from excaardinay item ..... 
Loss per share from change in accounting e ............................................ 

Diluted emings (loss) per share ................................................................... 
Basic ..................................................................................................................... 
Diluted .................................................................................................................. 

PRO FORMA EFFECT OF CHANGE IN ACCOUNTMG PRMCIPLE (Note 2): 
PRO FORMA NET EARNINGS (LOSS) FROM CONTMUMG OPERATIONS 
BEFORE EXTRAORDMARY ITEM AND CUMULATIVE EFFECT OF 
CHANGE M ACCOUNTING PRINCIPLE ......................................................... 

PRO FORMA NET EARNINGS (LOSS) APPLICMLE TO COMMON 
STOCKHOLDERS .............................................. 

PRO FORMA NET EARNMGS (LOSS) PER SHARE FROM CONTMUMG 
OPERATIONS BEFORE EXTRAORDINARY ITEM AND CUMULATIVE 
EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE: 
Basic ..................................................................................................................... 

Basic ..................................................................................................................... 
Diluted .................................................................................................................. 

............................................... 

.............................................. 

SHARES USED IN COMPUTMG NET INCOME (LOSS) PER SHARE: 

..................................................................................................... 
PRO FORMA NET EARNDIGS (LOSS) PER SHARE: 

Year Ended December31, 
'000 1999 1998 

S 43,124 S 32,584 S 34,449 

8,869 5,3 I4 4,119 

4.174 1,740 1,376 
50.254 34.721 38.654 

' (7,130) (2.137) 3,195 

1,147 1,095 h54 

28,868 22,736 20,200 

8,343 4.93 1 4,959 

(4351 (488) (948) 

S (0.5'7) S (0.10) 5 0.53 - (0.02) - 
- - 10.141 

The accompanying notes to financial statements are an integral part ofthese statements. 



SCC COMMUNlCATIONS C O W .  

STATEMENTS OF STOCKHOLDERS’ EQUITY (DEFICIT) 
FOR THE YEARS ENDED DECEMBER 31,2000,1999 AND 1998 

(dollars in thousands, except shsre data) 

Additional Common Stock 
Total 

S to c kh o I d era ’ . ._ 

Common Stock Paid-in Stock Subscriptions Trcnsurv Stock Accumulated Equity 
{Deficit)  Shares Amount Capital Warrants Receivable Shares Amount Deficit 

BALANCES. at December 31, 1997 -281 .$ 2 .S 452 S - s (99) (36,250) P (3) $ (12,219) .% ( I  1,567) 
Dividends accrued on Series D. E 

and F Convenible Preferred Stack 
Issuance of common stock through 

Initial Public Offering, net cf 
issuance costs ofS964 ................. 

Conversion of preferred stock into 
common stock ............................. 

Issuance of common stock upon 
exercise of warrants .................... 

Issuance of common stock under 
Employee Stock Purchase Plan .... 

Issuance of common stock upon 

Common stock warrant put 
price adjustment .......................... 

Stock subscription paymentr; 
reccived ....................................... 

Tax benefit related to disqualifying 

Retirement of treasury stock .......... 
Net income .................................... 

BALANCES, at December 3 1, 1998 
Issuance of common stock under 

Employee Stock Purchase Plan .... 
Issuance of common stock upon 

exercise of options ...................... 
Stock subscription payments 

received ....................................... 
Net loss .......................................... 

BALANCES, ai December 3 1, 1999 
k,SuanCE of  common stock under 

Issuance of common stock upon 
exercise of options ........................ 

Issuance of common stock for 
Board compensation ..................... 

Issuance of common stock 
warrants ....................................... 

Accelerated options ....................... 
Net loss .......................................... 

BALANCES. at December 3 I ,  2000 

exercise of options ...................... 

dispositions of common stock ..... 

Employee Stock Purchase Plm ..... 

I I I 1 (355) (355) 

2,415.000 

6,188,575 

195,148 

61,105 
68,494 

2 

6 

- 

25,985 

14,938 

25,987 

14.944 

1,549 

243 
39 

1.549 

243 
39 

L 

40 

(77) 

40 

117 

3.97 I 
33,591 

145 

46 1 

26 

- 117 
(3) - 

43,320 

145 

460 

- - 
36,250 , 3 

- 
(36,250) 

10,586,353 

38,679 

179,079 

- - 
10 

I 

I 26 - 
(33) 

- 
f 1 .aRs\ 

( 1  0,968’) 
( 1  2881 
32,935 

. -  
43.925 

- 
11 

54,386 

323.626 

5,917 - 

216 

625 

37 - 

21 6 L 

625 

37 
373 

I 1  
19.500) 

w 

- 
373 

.. 

The accompanying notes to financial statements are an integral part of  these statements. 



SCC COMMUNICATIONS COW. 

NOTES TO FINANCIAL STATEMENTS 

DECE.MBER 31,2000 

(1) ORGANIZATION, BUSINESS AND LIQUIDiTY 

SCC Communications Corp. (the “Company”) is a Delaware corporation. The Company is the leading provider 
of 9-1 -1 operations support system services to incumbent local exchange carriers (YLECs”), competitive local 
exchange carriers (TLECs”), wireless carriers and state and local iovemments in the United States. The Company 
manages the data which enables 9-1-1 calls fo be routed to the appropriate public safety agency with accurate and 
timely information about the caller’s identification and location. In addition, the Company licerixs its 9-1-1 
software to carriers that wish to manage the delivery of 9-1-1 dara management services in-house. 

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Cash a n d  Cash Equivalents 

For purposes of reporting cash flows, cash and cash equivalents include highly liquid investments with original 
maturities of90  days or less. 

Investments in Marketable Securities 

The Company’s investments in corporate debt securities are classified as held-to-maturity and stated at cost, 
adjusted for amonization of premiums and accrerion of discounts. The investments had the following values at 
December 3 I ,  2000 and 1999, respectively: 

Amortizedl Gross Unrealized Gross Unrealized 
eccreted Cost , k c r u e d  Interest Holding Gains Holding tossel Fair Value 

within one year $12,165,000 S - s - s (l0,UOO) S 12,155.000 

- (7 000) 991.000 

Corporate Debt Securities, maturing 

Corporate Debt Securihs, maturing afler 
one year through five years 993.000 - 

Balances at December 3 1, 1999 513 I<{oflQ %- L- .LALu&u s13.146.ooo 
Corporate Debt Securities, maturing 

Corporate Debt Securities, maturing after 
within one year $6,939,000 r - $ 5,000 $ - $ 6,9&4.000 

one year through five years 
Balances 3t December 31,2000 

Property and Equipment 

Depreciation of propery and equipment is compured using the straight-line method over estimated useful lives 
of three to five years for computer hardware and equipment, seven years for furniture and fixtures and the lesser of 
the asset life or rhe life of the lease for leasehold improvements. The costs of repairs and maintenance are expensed 
while enhancements to existing assets are capitalized. Depreciation expense totaIed approximately $5,118,000, 
$4,888,000 and $4,174,000 for the years ended December 3 1,2000, 1999 and 1998, respectively. 

Deferred Acquisit ion Costs 

Deferred acquisition costs represent direct third party costs incurred with the attempted acquisition of Lucent 
Public Safety Systems. If the Company is successful, these costs will: be included as a cost of the acquisition. If the 
ransaction is nor completed, these costs will be expensed in the period that the Company abandons the mansaction. 

Software Development Costs 
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The Company expenses the costs of developing computer software until  technological feasibility is established 
and capitalizes all costs incurred from that time until the software is available for general customer release. 
Technological feasibility for the Company’s computer software products is based upon the earlier of the 
achievement of (a) a detailed program design free of  high-risk development issues or (b) completion of a working 
model. Costs of major enhancements to existing products with a wide marker are capitalized while routine 
maintenance of existing producrs is charged to expense as incurred. The establishment of technological feasibility 
and the ongoing assessment of the recoverability of capitalized computer soitware development costs requires 
considerable judgment by management with respect to certain external factors, including, but not limited to, 
technological feasibility, anticipated future gross revenue, estimated economic Life and changes in software and 
hardware technology. 

Capitalized software costs are amortized on a product-by-product basis. The annual amortization is the greater of 
the amount compured using (a) the ratio that current gross revenue for a product compares to the total of current and 
anticipated future gross revenue for that product, or (b) the straight-line mexhod over the remaining estimated 
economic life of the product which is typically five years. Amortization expense d a r e d  to capitalized software 
costs toraled ap,proximately %290,000, $229,000 and 5145,OflO for the years ended December 3 1,2000, 1999 and 
1998, respectively. 

Revenue a n d  Cost Recognition 

The Company generates revenue from four of its segments, or “business units”: ILEC, CLEC, Wireless and 
Direct. The revenue h m  these business units is derived from two sources: up-front non-recurring engineering 
(“NRF’) services and monthly data management services. Prior to 1998 the Company also generated revenue from 
software license agreements. 

The N E  sewice consists primarily of the clean up of the customer’s 9-1-1 data records, engineering services to 
enable the customer‘s legacy system to interface with SCC’s platform, building the network that will roufe the calls, 
public safety boundary mapping, customer training and testing. The charges for these services are nonrefundable if 
the contract is cancelled after the services are performed. After the initial N E ,  customers often buy components of 
these services, such as additional software engineering to modify the sysiem hnctionality or network services to 
make their network more effective and enhance their solurion (“Enhancement Services”). The fees received for 
N E  services and Enhancement Services are deferred and recognized a5 revenue ratably over the remaining 
contractual Term of the arrangement. 

Under outsourcing solurion contracts, the Company receives a monthly service fee for providing ongoing data 
management services that are required to keep rhe records current for all subscribers, maintain and monitor the 
network and support and maintain the software and sysrems required to provide the services. The fees received €or 
these monthly services are recognized as revenue in the period in which the services are rendered. 

The fees received from software license agreements have been deferred and are recognized as revenue ratably 
over the contractual term of the arrangements. 

The Company defers incremental costs incurred in providing the N E  and Enhancement Services for which the 
revenues are deferted. The deferred costs are recognized ratably over the remaining conrractual term of the 
arrangement. Ail other costs associated with senerating revenue are recognized in the period incurred. 

In December 1999, the Securities and Exchange Commission staff released Staff Accounting Bulletin No. 101, 
“Revenue Recognition” (“SAB 101”). SAB 10 I provides interpretive guidance on the recognition, presentation and 
disclosure of revenue in financial statements. The Company concluded that the current revenue recognition policies 
had to change to be in accordance with SAB 101. Specifically, the guidance provided by SAB 101 requires the 
Company to defer the up-front NRE fee, certain enhancement fees and reiated incremental costs and recognize them 
over the life of each contract. Prior to the adoption of SAB 101, the Company recognized revenue from the N E  
Services and Enhancement Services on the percentage of completion merhod over the period in which the  services 
were performed. The Company adopted SAB 101 during the quarrer ending December 31,2000. The adoption Of 
SAB 101 required the Company to reflect a cumulatjve effect of change in a c h n t i n g  principles of $3.1 million as 
if SAB 101 had been implemented on January 1, 2000 and to restate all of the previously reported 2000 quarterly 
results. 



The cumulative effect of change in accounting principle reflects the amount of income that had been recognized 
under the Company's previously existing revenue recognition methods that would have been deferred as of 
December 3 1, 1999 had the Company been under the guidelines of SAB 10 1. The pro forma effect of change in 
accounting principle is presented in the Statement of Operations to present the income from operations as if the SAB 
IO 1 had been appIied during all periods presenred. 

The fo IIowino, table illustrates what periods the Company orisinally recognized the revenue and incremental 
costs which have, as a result of SAB 101, been deferred and included in the cumulative effect ofchange in 
accounting principle. 

(amounts in thousands) 1994 1995 I996 991 1998 1999 Total 
Revenue ......................................... S 170 5 1,091 16 2,269 S 1,892 5 1.618 S 507 $ 7,547 
Direct Costs ................................... I70 721 I .os0 1,121 943 43 0 4,465 
Cumulative Effect.,,.. L - L % d 2 2 - u u s  77 u ..................... 

The restatement of the previously reported 2000 quarterly results reflects the net difference of fees received and 
incremental costs incurred that were deferred from previous periods and recognized in the current quarter and the 
fees received and incremental costs incurred in the current quarter that are deferred into f'uture periods. The table 
below illustrates the restatement of previously filed unaudited quarterly information. 

For the Three Months Ended. 
March 3 I ,  2000 June 30.2000 September 30,2000 

& SA8 101 
(amounts in thousands) Reported ,4diustment Restated 
Revenue ......................... S 9,325 $ (292) $ 9,033 
Direct Costs ................... 6,427 ( 142) 6,285 
Net income before 

cumulative effect of 
change in accounting 
principle ...................... (415) .(ljO) (565) 

principle ...................... - (3,082) (3,og2) 

Cumulative effect of 
change in accounting 

Net income ..................... S (4 15) $ (3,232) $ (3,647) 
lncome (loss) per 

share (basic and 
diluted) ........................ 5 (0.04) S (0.29) $ (0.53) 

Reported Adiustment Restared 
$10,556 S (307) $ 10,249 

7,275 W 9 )  6,986 

- - - 
%(1,742) $ (18) S (I,T60) 

S (0.16) $ (0.00) S (0.16) 

es SAB l0k 
Reported Adiustmenr Rcstatcd 

S 11.775 $ (248)  $11,527 
7,657 (271 1 7,386 

- - - 
$ (1,321) $ 23 $ (1,298) 

$ (0.12) ,% (0.00) s (0.12) 

As of December 3 1,2000, the Company has deferred revenue of $10,270,000 and deferred costs of $5,263,000. 
A portion of these amounts relates to contracts for which the start of the contract period has not yet been established. 
As a result, the exact periods for which these amounts will be recognized is not yet known. The amount of deferred 
revenue, net of deferred costs, relating to these contracts is approximately $1,845,000. These amounts will be fully 
recognized by December 31,2005. The remaining deferred revenue, net of deferred costs will be recognized as 
follows: 

2001 ........................ $ 913,000 
2002 ........................ 738,000 
1003 ........................ ' 657,000 
2004 ........................ 500,000 
2005 ........................ 254.000 

Total .............. w 
Research and Development 

Research and development efforts consist of salaries, supplies and other reIated costs. These costs a r e  expensed 
as incurred and totaled approximately $4,174,000, $1,740,000 and $1,376,000 for the years ended December 3 1, 
2000, 1999 and 1998, respectively. These costs are included in the accompanying statements of operations. 

Advertising Costs 

The Company expenses advertising costs as incurred. The Company had advertising expenses of S68,OW 
$27,000 and %57,000 for .the years ending 2000, 1999 and 1998, respectively. 



Income Taxes 

The Company follows Statement of Financial Accounting Standards No. 109 (“SFAS I OS”), which requires 
recognition of deferred income tax assets and liabiliries for the expected future h c o m e  tax consequences, based on 
enacted tax laws, of temporary differences between the financial reporting and tax basis of assets and liabilities. 
SFAS 109 also requires recognition of deferred tax assets for the expected future tax effects of loss canyforwards 
and tax credit canyforwards. Deferred tax assets are then reduced, if deemed necessary, by a valuation allowance for 
the amount of any tax benefits which, on a more likely than not basis, are not expected to be realized. 

Concentration of Credit Risk 

Financial instruments which potentially subject the Company to concentrations of credit risk are primarily cash 
and cash equivalents, accounts receivable and investments in high-grade treasury bands and commercial paper. The 
Company maintains its cash balances in the form of bank demand deposits, money market accounts, treasury bonds 
and commercial paper with original maturities of less than ninety days. The Company’s deposits and investments 
are with financial instjtutions that management believes are creditworthy and investments that are high-grade. The 
Company’s accounts receivable are from customers that are generally telecommunications service providers; 
accordingly, the Company’s accounts receivable are concentrated in the telecommunications industry. The 
Company’s principal customers m o t e  12) accounted for 50% and 71% of the Company’s accounts receivabie as of 
December 3 1, 2000 and 1999, respectively. The Company has no significant financial instruments with off-balance 
sheet risk of accounting loss, such as foreign exchange contracts, option contracts or other foreign currency hedging 
arrangements. 

Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States requires management to make estimates and assumptions. These estimates affect the reported amounts 
of assers and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements, and the 
reported amounts of revenue and expenses during the reporting period. Actual results could differ from those 
estimates. 

Fair Value of Financial Instruments 

Financial insrrumeots include cash and cash equivalents, corporate debt securities, accounts receivable and debt 
obligations. The carrying amounts for cash and cash equivalents and 8CCaUnKS receivable approximate fair market 
value because of the short maturity of these instruments. The fair value of notes are estimated based on current rates 
available for debt with similar maturities and securities, and at December 31,2000 and 1999, approximates the 
carrying value. 

Stock Based Corn pensation Plans 

The Company applies APB Opinion No. 25, “Accounting for Stock Issued to Employees,’’ (“APB Opinion No. 
25”) in accounting for its stock option and other srock-based compensation plans for employees and directors, The 
Company has adopted the disclosure provisions of Starement of Financiat Accounting Standards No. 123 (“SFAS 
123”), “Accouncing for Stock-Based Compensation,” for such options and srock-based plans for employees and 
directors. 

The Company accounts for equity instruments issued to non-employees in accordance with Statement of 
Financial Accounring Standards No. 123 and Emerging Issues Task Force No, 96-1 8, ‘‘Accounting for equity 
instruments that,are issued to other than employees for acquiring, or in conjuncrion with selling goods a n d  services.” 
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Impai rment  of Long-Lived Assets 

The Company reviews its long-lived assets for impairment whenever events or changes in circumstances indicate 
thar the carrying amount of an asset may not be recoverable from future undiscounted cash flows. Impairment losses 
are recorded for the excess, if any, of the carrying value over the fair value of  the lon’g-lived assets. 

Comprehensive Income 

Comprehensive income (loss) includes all changes in equity (net assets) during a period from nonowner sources. 
Since inception, comprehensive income (loss) has been the same as net income (loss). 

Earnings Per Share 

The Company presents basic and diluted earnings or  loss per share in accordance with Statement of Financial 
Accounring Standards No. 128 “Earnings Per Share” (“SFAS IZS”), which estabIishes standards for computing and 
presenting basic and diluted earnings per share. Under this statement, basic earnings (ioss) per share is determined 
by dividing ner income (loss) available to common srockholders by the weighted average number of common shares 
outstanding during each period. Diluted income (loss) per share includes the effects of potentially issuable common 
stock, but only if dilutive (Le., a loss per share is never reduced). The treasury stock method, using the average price 
of the Company’s common stock for the period, is applied to determine diIution from options and warrants. The as 
if-converted method is used for convertible securities. Potentially dilutive common stock options that were excluded 
fiom the calculation of diluted income per share because their effect is antidilurive totaled 858,984, 1,085,747 and 
51,000 in 2000, 1999 and 1998, respectively. 

A reconciliation of the numerators and denominators used in computing per share net earnings (Ioss) from 
continuing operations is as follows: 

Year Ended December 3 I .  
zoo0 1999 1998 

Numerator: 
Net eaminp  (loss) from continuing operations before ext:aordinary 

item and change in accounting principle .............................................. .$ (6,418,000) 5 (1,062,000) S 3,880,000 
Dividends an convenible prefened stock.,.. ........................................... - - (3 55,000) 
Common stock warrant put price adjustment ......................................... - L (7 7.000) 

Numerator for basic earnings (loss) per sharc from continuing 
.............................................. 3.44 8 $OQ operations before extraordinary item - s -  

Denominamr for basic emings (loss) per share: - . , .  ...................................... Weighed-average common shares ourstanding , 1 1  757.71 8 10.959.091 
Convertible preferred stock - - 
Options issued to employees - - 

Denominator for dilured earnings (loss) per share: 
..................................................................... 3,05 1,900 

....................................... 6,433,564 Weighted-average common shares outstanding 11,257,71 8 10,989,091 
................................................................... 752,863 
................................................................ - 96.229 Putable common stock warrant - 

Denominator for diluted earnings (loss) per share ........................... I 1  757 71 8 10.989.091A4G&?dU 

(3) RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS 

Statement of Financial Accounting Standards No, 133 and No. 137 

In June 1998, the Financial Accounting Standards Board, or FASB, issued Statement of Financial Accounting 
Standards No. 133, “Accounting for Derivative Instruments and Hedging Activities.” SFAS 133 establishes 
accounting and reponing standards for derivative financial instruments and hedging activities related to those 
instruments as well as other hedging activities. It requires an entity to recognize all derivatives as either assets or 
liabilities in the statement of financial position and measures those instruments at fair value. In June 1999, the 
FASB issued Statemenr of Financial Accounting Standards No. 137, “Accounting for Derivative Insnuments and 
Hedging Activities - Deferral of the Effective Date of FASB Statement No. 133 - An amendment of FASB 
Statement No. 133.’’ SFAS No, 137 delays the effective date of SFAS No. 133 to financial qumers and financial 
years beginning after June 15,2000. The Company does nor typically enter into arrangements that would fa11 under 
the scope of Sratement No. 133 and thus, management believes that Statement No. I33 will not significantly affect 
the Company’s financial condition and results of operations. 

Statement of Financial Accounting Standards No. 140 
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In September 2000, the FASB issued SFAS No. 140, "Accounting for Transfers and Servicing of Financial Asset 
and Exringuishments of Liabilities." SFAS No. 140 provides accounting and reporting standards for transfers and 
servicing of financial assets and extinguishments of liabilities. It is effective for transfers and servicing of financial 
assets and extinguishments of liabilities occurring after March 3 1,2001 and is effecdvt for recognition and 
reclassification~of collateral and for disclosures relating to securitization transactions and collateral for fiscal years 
ending after December 15, 2000. The Company does not believe that this statement will materially impact its results 
of operations. 

(4) DISCONTINUED OPERATION§ 

On J u n e  30, 1997, the Company sold the net assets of its Premise Products Division. The sale resulted in a net 
loss of  $2,032,000. Net losses from operations of this division totaled $226,000 in I999 resulting from final closeout 
of unassigned contracts and the transition of cusfomers to the company that acquired this division. 

(5) STOCKHOLDERS' EQUITY (DEFICIT) 

Common Stock and Preferred Stock 

The Company is authorized to issue up to 30,000,000 shares of common stock and 15,000,000 shares of 
undesignated preferred stock. In 1998 the Company retired 36,250 shares of rreasury stock with a carrying value of 
$3,000. 

In June 1998, the Company completed its initial public offering. In this offering the Company issued 2,415,000 
shares of its common stock and received proceeds of approxbnately $25,897,000, net of issuance costs of 
approximately $464,000. 

Mandatorily Redeemable, Convertible Preferred Stock 

In connection with the Company's initial public offering in June 1998, the Company's mandatoriIy redeemable 
convertible preferred stock was converted on a one-for-one basis to common stock. Activity for 1998, 1999 and 
2000 is as follows: 

Sheres Issued and Outstandine 
Series A Series B Series C Series D Series E Series F Total 

BALANCES, at December 5 1, 
1997 ............................................... 1.515.152 1.01 0. 101 442.328 912.123 1.083.381 I 1.225.490 6.188.575 
Conversion of preferred stock to 

common stock .......................... (1,515.1521 (1,010.1011 (442.328) t9U. 123) 11.083.381) (1 .225.490) 16.1 88.5751 

1998, 1999 and 2000 - - - - - - - BALANCES, at December 31, 
.................. 

The activity related to the liquidation or redemption value of Series A through Series F Convertible Preferred 
Stock for rhe periods ended December 31, 1998, 1999 and 2000 is as follows: 

-' LiQuidation or Redemption Value 
Series A Series B Series C Series D Scries E Series F Total 

BALANCES, ai December 31, 
1997 ........................................... S 1,500,000 % 1,000,000 % 730,000 5 2,371,000 S 3,255,000 $ 5,733,000 $ 14,589,000 
Dividends accrued on 

Series D, E and F 
Convertible Preferred 
Stock ....................................... - - - 62,000 . 101.000 . 192.000 355,000 
Conversion of Series A-F 

Convertible Prefbrrcd Stock lo  
CommonStock ........................ 11.500.000~ (1.000.000) 1730.000) (2.433.000) (3.356.000) (5.925.0001 ( 1  4.944.000) 

BALANCES. at December 3 1, 
1998, 1999 and 2000 ................ $ - 5 - $ - J - %- $ ,y F 

Until the mandatorily redeemable, convertible preferred stock was converted: dividinds of 8% per year ware 
, accrued that would be due upon liquidation or redemption. 

Stock Subscriptions Receivable 
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In September 1997, in connection with the sale of the Company’s Premise Products Division, several former 
employees of the Campany signed full recourse promissory notes to the Company to exercise their vested stock 
options. The notes accrue interest at 6.07% per annum although no accrual had been recorded as of December 2 1, 
2000. The Company extended the due date on the notes to March 20, 1999 and is pursuing collection of the note 
that remains unpaid. 

Warrants  

During the second quarter of 2000, the Company issued a warrant to purchase 100,000 shares of the C o ~ p a i ~ y ’ s  
common stock t o  an investor relations consultjng firm for services to be provided over one year. Management 
estimated the fair value ofthe warrant to be $273,000 using the Black-Scholes option pricing model. The fair vaIue 
of the warrant was recorded as a prepaid expense and is being amortized as general and administrative expense over 
the one-yeai service period on a straight-line basis. The warrant has an exercise price of $6.031 per share and 
expires in April 2002. 

The Company issued another warrant during the second quarter of 2000 IO purchase 36,590 shares of the 
Company’s common stock to a marketing firm. Management estimated the fair value of the warrant to be $ I O 0 , O O O  
using the Black-Scholes option model. The fair value of the warrant was expensed as marketing costs as services 
were provided during The three months ended Seprember 30, 2000. The warrant has a n  exercise price of $6.0; 1 per 
share and expires in April 2002. 

The Company computed the fair value of these warrants using the Black-Scholes option pricing model and the 
following weighted average assumptions: 

2000 
................................... Risk-fret interest rate 6.00% 

............................... Expected dividend yield 0.00% 

Expected volatility.. ...................................... 78.00% 
........................... Expected lives outstanding 2 years 

Director Compensation 

The Company reimburses its directors for all reasonable and necessary travel and other incidental expenses 
incurred in connection with their artendance at meetings of rhe board and commiriees of the board. In addition, all 
board members are eligibIe for compensation equal to $1,000 for each board meetino, attended in person and $500 
for each telephonic board meeting. Such compensation is payable in cash or stock ar rhe director’s discretion. 
Board members may be paid additional amounts for consulting services that extend beyond their normal board 
duties, although no such payments were made to date. During 2000, the Company issued 5,917 shares of common 
stock for board compensation totaling approximately $37,000. 

Accelerated Options 

During 2000, the Company entered into a severance agreement with an employee. As part of this agreement, the 
Company accelerated the vesting of some of the employee’s stock options and charged $1 1,000 to additional paid-in 
capital for this transaction. The employee did not exercise the options and the oprions expired in December 2000. 

Stock Option Plan 

The Company adopted the 1998 Stock Incentive Plan (L‘1998 Plan”) effective June 23, 1998, which is a 
successor to the Company’s 1990 Option Plan. As of December 31,2000, a total of 4,010,330 shares have been 
authorized for issuance under the 1998 Plan, including shares authorized under  the 1990 Option Plan. The shares 
reserved for issuance will increase automatically on the first trading day of each calendar year, beginning with the 
1999 calendar year, by 3% of the number of shares of common stock ourstanding on the last trading day of the 
immediarely preceding calendar year. The share reserve was increased by 333,123 and 325,590 shares under this 
provision in 2000 and 1999 respectively. The 1998 Plan allows .for issuances of options to’officers, non-employee 
Board members and consultants. 

Employee Stock Purchase Plan 
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On March 18, 1998, the Company adopted a n  employee stock purchase pian (I'ESPP") under which eligible 
employees may contribute up to 10% of their salaries through payroll deductions io purchase shares ofthe 
Company's common s o c k .  The firsr offering period of the ESPP began March I ,  1998 and ended on December 31, 
1998. Thereafter, offering periods will be successive six month periods. A i  the end of each offering period, amaunts 
contributed by employees will be used to purchase shares of the Company's common stock at a price equal to 85% 
of the lower of the closing price of the common stock on the first day or last day of the offering period. The 
Company's board of directors has authorized the issuance of up to 200,000 shares under the ESPP and may 
terminate the ESPP at any time. At March 1 of each year, the shares available under the ESPP will be restored to 
200,000, although the Company's board of directors may elect to restore a lesser number of shares. The Company 
issued 54,386, 38,679 and 61,105 shares under the ESPP in 2000, 1999 and 1998, respectively. 

Statement of Financial Accounting Standards No. 123 ("SFAS 123") 

SFAS 123, "Accounting for Stock-Based Compensation," defines a fair value based method of accounting for 
employee stock options or similar equity instruments. However, SFAS 123 allows the continued measurement of 
compensation cost for such plans using the intrinsic value based method prescribed by APB Opinion No. 25, 
provided that pro forma disclosures are made of net income or loss assuming the fair value based method of SFAS 
123 had been applied. The Company has elected to account for its stock-based compensation plans under APB 25; 
accordingly, for purposes of the pro forma disclosures presented below, the Company has computed the fair values 
of all options granted under the 1998 Plan during 3000, 1999 and 1998, using the Black-Scholes option pricing 
model and the following weighted average assumptions: 

2000 1999 1998 
Risk-free interest rate .................................... 6.07% 5.40% 4.71% ................................ Expected dividcnd yield 0.00% 0.00% 0.00% ........................... Expecred lives ourstanding 4.2 years 4.8 years 4.4 years 
Expected volatility 107.900% 78.61 4% 66.004% ........................................ 

To estimate lives of options for this valuation, it was assumed options will be exercised upon becoming fdiy 
vested and all options will eventually become fuliy vested. Cumulative compensation costs recognized in pro forma 
net income or ioss with respect to options that are forfeited prior to vesting is adjusted as a reduction of pro forma 
compensation expense in the period of forfeiture. The expected volatility refers to the volatility of the Company's 
common stock over the expected life of a given option. In 1998 and 1999, the Company's common stock was not 
yet traded for an extended period of time, thus t he  expected market volatility was based on the stock prices of 
companies whose operations are similar to the Company's. In 2000, the Company used the actual volatility of  its 
common stock over a one year period to estimate the volatility of options issued. Actual volatility of the Company's 
common stock may vary. Fair value computations are highly sensitive to the volatility factor assumed; the greater 
the volatility, the higher the computed fair value of options granted. 

The total fair value of options granted under the 1998 Option Plan was computed to be approximately 
$6,769,000,.%2,630,000 and $1,406,000 for the years ended December 31,2000, 1999 and 1998. respectively. These 
amounts are amortized ratably over the vesting periods of the options or recognized at date of grant if no vesting 
period is required. Pro forma stock-based Compensation, net of the effect of forfeimres, was $1,271,000, $496,000 
and $4 17,000 for 2000, 1999 and 1998, respectively. 

The following rable sumniarizes information about the options outstanding at December 3 1,2000: 

Range of 
Exercise Prices 

SO.30 - 3.00 ....................... 
$3.63 - 4.50 ....................... 
54.94 -4.94 ....................... 
$5.00 -6.06 ....................... 
56.13 -6.13 ....................... 
16.28 - 6.63 ....................... 
$6.75 - 6.75 ....................... 
$7.50- 10.15 ..................... 

Omions Outstandin., 
Weighted 

Average 
Number Remaining 

Outstanding Contractual 
at 12n 1/00 Life 

296,081 3.83 ytars 
118,256 8.13 years 
B4,6 I 2  8.58 ,years 
I 86,795 9.18 ycan 
298,500 9.05 years 

785,145 9.78 years 
172,749 8.07 ycars 

83,000 9.55 years 

"- 

Weighted 
Average 
Exercise 

Price 
s i.73 
3.85 
4.94 
3.79 
6.13 
6.42 
6.75 
7.90 

Ootions Exercisable 

Weighted 
Number Average 

Exercisable Exercise 
1 ar T 2 0  1/00 Price 

296.08 1 S 1.73 
54,946 . 3.78 
79,043 4.94 
12,961 5.39 
46,440 6.13 

I60 6.50 

68,029 7.66 
- - 



.................... 7,431 7.08 years 12,DO 5,53 1 12.00 ................... 8.165 7.32 vcw U 5.151 $12.75 - 12.75 



, -' 

A summary of stock options under the 1998 Plan as of December 3 I ,  2000, 1999 and 1998 and changes during 
the years then ended arc presented below: 

Outstanding at beginning 
of year .............................. 
Granted ............................. 
h e r c  ked. ......................... 
Canceled ........................... 
year.. ................................. 

value of options 
granltd ........... " ................. 

Outstanding at end o f  

Weighted average fair 

2000 
Wei@ued 
Average 
Exercise 

Shares *Prict 

1;655,864 S 4.15 
1,338,306 6.64 

(479.8 Ip1 5.65 
(323,626) 1.92 

dlU3 5 x 7  

I999 I 9ga 
Weighted Weighted 
Average Average 
Exercise Etercise 

Sham Price Shares Rice 

1,339,880 S 3.62 1,106,610 X 3.03 

(179,079) 2S6 (68,494) 0.54 
0 5.43 f77.44V 8.64 

740,364 5.15 37921 I 5.8 I 

If the Company had accounted for its stock-based compensation plan in accordance with SFAS 123, the 
Company's net income (loss) from conrinuing operations would have been reported as follows: 

2000 1999 --E!&- 
Net income (loss) from continuing operations before 

cxuaordinary item and change in accounting 
principle: 
As reponed ...................................................*.............- S (6,41 8,000) S(1.062,OOO) S 3,880.000 
Pro forma ..................................................................... S (7,689,000) $(1,373,000) S 3,619,000 

Basic net income (loss) per shrrre from continuing 
operations before.cxtraordinaq ittm and change in 
accounting principlc 
As reponed .................................................................. S (0.57) Si (0.10) S 0.53 

Diluted net income (loss) per share from continuing 
operations before m o r d i n a r y  item and change in 
accounting principle: 

Proforma ..................................................................... S (0.68) S (0.12) S 035 

Pro forma ................................... " ................................ S (0.68) S (0.12) S 0.50 

Asrepomd ...................................... .- .......................... S (0.57) S (0.10) S 038 

(6) CAPITALIZED LEASE OBLIGATIONS 

At December 3 1,2000 and 1999, capital lease obligations consisted of the following: 

December 3 1. 
2ooo 1999 . 

Capitalized lcasc obligations for equipment due ad various dates through November I ,  2003, 
minimum monthly payments in varying amounts, currently appmximacly $235.000 including 
imputed interest rangins from 7.75% io 9.50% pa mum, collateralized by rhc related assets 
w ih  a net book value ofS3,646,000 and $3,838,000, rcspe~tively ............................................ S 3,618,000 $ 4,009,000 

The Company prepaid its $4,000,000 note payable to Banc One Capital Pamers 11, LLC on June 30, 1998 and 
incurred a prepayment premium equal to 4% of the amount, totaling $160,000, In addition, the Company wrote-off 
the remaining debt discount related to the note payable of %1,282,000. The prepayment penalty and write-off of the 
debt discount totaling $1,442,000 were recorded as an extraordinary item, net of the related income tax benefit of 
S533,OOO. 

Maturities of capital lease obligations as of December 31,2000, are as follows: 

2001 ........................................................................... S 2,338,000 
2002 ........................................................................... IJ42.000 
2003 .329.ooo 

Total minimum I c a K  paymenu ............................. 3,939,000 
LCSS - Amount related to inleresi ............................. (32 I .OOQ 
Principal portion of future obiigaions ........................ 3,618,CQO 
LWS -Current portion .............................................. (~.LO~,ODOI 

LJAuu 

........................................................................... 
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(7) INCOME TAXES 

The Company has operated in three countries, the United Stares, Canada and Australia. For income tax rerum 
reporting purposes, the Company has approximately $16,923,000 of net operating loss carryfonvards and 
approximately $80 1,000 of  tax credit carryfarwards available to offset h m r e  federal taxable income or federal lax 
liabilities in the United States. The research and development credit and net operating loss canyforwards expire at 
various dates through 2020. 

Deferred income tax assets and liabiiitjes at December 3 1,2000 and 1999, were a5 follows: 

Current - 
Accrued liabilities and oher ................................... 
Deferred revenue .................................................... 
Less - Valuation allowance ................................... 

Noncurrent - 
Depreciation differences ........................................ 
Net operating loss carryfonvards ........................... 
Tax credit carryforwards ........................................ 
Deferred revenue ................................................... 
Less - Valuation allowance ................................. 

Deccm ber 3 I I 
ZOO0 I999 

S 844,000 5 640,000 
26,000 70,000 

870.000 653.000 

(943,000) (1,057,000) 
6.26 1,000 4,150,000 

801,000 723,000 
1,135.000 - 

- I57 .OOO) 

(4:048.000) ( 3  93 .OOO) 
3.206.000 3.423.000 

$ 4,076 OQQ $ d.076.m 

During the year ended December 3 1,2000, the Company did not record an income tax benefit for any currently 
generated net operating loss carryforwards or ner increases in deferred tax assets as the Company believes the 
criteria for recognition was not met. This was affected by increasing the valuation dlowance to completely offset 
the increase in the Company's net deferred tax assets. As of December 31,1999 and 1998, the Company believed it 
was more likeIy than not that its net deferred tax assets at those dates would be realized. During the year ended 
December 3 1, 1998, the Company reversed $1,689,000 of the deferred tax asset valuation allowance as the 
Company believed the criteria for recognition of i ts net deferred tax assets had been met. However, the Company 
continued to record a valuation allowance of $393,000 as of December 31, 1999 related to certain foreign tax credits 
the Company did not feel were realizable. 

The components of the benefit for income taxes artributable to income from operations as of December 3 1, 2000, 
1999 and 1998, were as follows: 

December 3 I .  
2000 i 999 I998 

Current provision ........................................ S - - 
Deferred benefit, federal and state .............. - (468.000) f912.0001 

...................................... 2.0M) Income tax benefit 

$ - s 

$- - 5 '9' 

The components of The provision (benefit) for income: taxes attributable to income from discontinued operations 
as of December 2 1,2000, 1999 and 1998, were as follows:' 

December 31. 
2000 1999.. 1998 

Deferred benefit - 
Federal ...................... $A %1100.0001$ 

A reconciliation of income tax benefit computed by applying the federal income tax rate of 34% to income from 
continuing operations before income taxes as ofDecember 31,2000, 1999 and 1998, is as follows: 

December 3 I .  
2000 I999 I998 

Comouted normal t;ur (benefit) orovision ............. Ig (3.230.000i S f631.000', S 700,000 . .  
Tax iffect of permanent djffe&es and other ...... (s3;oooj ' 124,000' 9;ooo 
State tax, ne1 of federal tm impact ........................ (2S5,OOO) (61,000) .68.OQD 
Change in valuslion allowance attributable to 

continuing opcrntions ......................................... 3.598.00 1.689.000 
Income tax benefit ................................................ 
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The benefit for income taxes is atnibutabk to continuing operations and discontinued o,perations in 2000, I999 
and 1998 is as follows. 

Deccmber 3 I .  
2000 I 999 I998 

Provision (benefit) attributable to continuing operadons ..................... 5 - IF (468,000) IF 777,000 

Net benefit anributable 10 continuing operations ................................. - (468.000) 19 I2 .OOO) 
Benefit mibutable to discontinued operations - ( 100,000) 
Change in valuation allowance attributable to discontinued operations - - - 
Net provision attributable to discontinued operations .......................... - ~100.000~ - 

Totai income tax benefit $- 2dL!2umo$191.ooo) 

Change in vsluarion allowance attributable 10 continuing operations .. - - I1.689.OOO) 

.................................... - 

............................................................ 

(8) REPORTABLE SEGMENTS 

The Company has five reportable segments, or “business units”: ILEC, CLEC, Wireless, Direct, and Corporate. 
The Company measures its reportable business units based on revenue and costs directly related to each business 
unit. Substantially all of the Company’s customers are in the United States. The Company’s business units are 
segmented based on the type of customer each business unit serves. The ILEC, CLEC and Wireless Business Units 
address ILEC, CLEC and wireless carriers, respectjvely. The Direct Business Unit addresses sales, either directiy or 
indirectly, to state and local govemmenr entities. The Corporate Business Unit captures costs that are not directly, 
related to a specific business unit. These segments are managed separately because the nature of and rtsaurces used 
for each segment is unique. 

Revenue and costs are segregated in the Statement of Operations for the reportable segments. The Company 
does not segegate assets between the segments as it is impractical to do so. 



'or the year ended f 
dollars in thousands) DIRECT 

2,915 

5,116 
1,406 

I 

834 
7,356 

t4,441) 

- 
(4,441) 

Rrvenue 

CORPORATE 

S - 
- 

3,629 

8,343 

2.1 50 
14,122 

(14,122) 

712 

(1 3,4 10) 

Direct costs 
Sales and marketing 
General and 

Research and 
administrative 

development 
Total 

Operating income (h5) 

Other income, nct 
Income (loss) before 

income tilxcs 

Income taxes 

Net income (loss) from 
operations before 
cumulative effect of 
change in accounting 
principle 

Cumulative effect of 
change in accounting 
principle 

Net income (loss) 

(dollars in thousands) 

Revenue 

Dircct costs 
Sales and markcling 
General and 

Research and 
administrative 

development 
Total 

Operating income (lass) 

Other income, net 
Income (105s) before 

income t s c s  

Income tmes 

Net incomc (loss) from 
continuing operations 

Loss from operations of 
discontinued division, 
net of ta.. 

Net income (loss) 

cember 3 1,21 
I LEC 

6 28,751 

16,607 
1,830 

- 
3 19 

18,816 

9,94 1 

- 
9,941 

- 

9,941 

11.663) 

F 8.2'1s 

IO: 
CLEC 

6 7,280 

2.620 
85 1 

- 
248 

3,719 

3,56 I 

- 
3.561 

- 

3.561 

( 4 1 3  

$ 3.148 

cember 3 1, 1999: 
ILEC CLEC 1 WIRELESS 

E 26,123 $ 3,793 s 1,739 

14,145 2,03I 4,069 
1.696 355 560 

- - - 

CORPORATE 

6 - 
- 

2,220 

4.93 1 

- 
7,151 

(7,151) . 

607 

(6,544) 

468 

(6.0761 

1226) 

s 16 71l7) 

TOTAL 

43,124 

28,868 
8,869 

8.343 

4.174 
50,254 

(7,1301 

7 12 

(6,418) 

- 

(6.4181 

r m z l  

(9.50Q 

TOTAL 

§ 32,584 

22,736 
5,3 14 

4.93 1 

1.740 
34,721 

(2,137) 

607 

(1,53U) 

468 

I I .OS21 

(2261 

$ (1 

A4 



'or the year ended il 
(dollars in thousands) 

Revenue 

Direct costs 
Sales and marketing 
General and 

Research and 
administrative 

development 
Total 

Operating income (loss) 

Other expenses, ncr 
Income (loss) before 

income t a x s  

Income tax benefit 

Net income (loss) from 
continuing operations 
before extraordinary 
item 

Extraordinary loss from 
early extinguishment 
of debt 

Net income (loss) 

cember 3 1,  1998: 
ILEC CLEC 1 WIRELESS 

5 28.784 s 1,492 5 3,867 

16,240 I .299 2.395 
1,659 479 398 

727 I2 381 
18.626 I 1,90: 1 3,174 

693 

CORPORATE 

b c 

1,334 

4,959 

6,293 

(6,293) 

I 

(294) 

(6,587) 

379 

(6.2081 

A 

4==4da 

TOTAL 

i 34,449 

20,200 
4,119 

4,959 

1.376 
30,654 

3,795 

(2 94 \ 

3,501 

379 

3.880 

(9091 

!L=ALu 

Information for 1989 and 1998 has been reclassified to reflect the realignment ofvarious business units. Licenses 
and implementation services are now included in the L E C  Business Unit. ILEC, CLEC, Wireless and Direct were 
formerly included in Data Management Services. 

(9) COMMITMENTS 

The Company leases its office and research facilities and certain equipment under operating lease agreements 
which expire through November 2004. Rent expense for the years ended December 3 I ,  2000, 1999 and 1998 was 
approximately $1,553,000, $1,370,000 and $1,030,000, respectively. Future minimum lease obligations under these 
agreements are as follows: 

2001 ........................ $ 2,231.000 
2002 ........................ 1,809,000 
20633 ........................ 160,000 
2004 ........................ 104,000 

Total .............. %4.304.000 

(10) EMPLOYEE BENEFIT PLAN 

The Company has a 401(k) plan under which eligible employees may defer up to 15% of their compensation. 
The Company may make matching contributions and discretionary contributions if approved by the board of 
directors. For 1998, no employer matching or discretionary contributions were made to the 401(k) plan. However, 
in February 1999, the Company's board of directors approved a marching contribution for employees, which was 
effective April 1, 1999. The Company matches 50% of employee contributions up to 6% of the employee's salary, 
not to exceed $1,000. Matching contributions will vest 35%, 70% and 100% for one, two and three years of service, 
respectively. 

(1.1) RELATED PARTY TRANSACTION 

The Company provides data management and certain consulting services to and leases equipment from entities 
in which a stockholder of the Company had an ownership interest. A member of the Company's Board of Directors 

A I  



was also a represemative of the former stockholder until December 2, 1999. The Company received net proceeds of 
approximately $7,797,000,%6,979,000 and $6,735,000 in 2000, 1999 and 1998 respectively, pursuant to these 
agreements, Amounts due to the former stockholder under the capital lease apements net of amounts due to the 
Company for services rendered as of December 3 I ,  2000, 1999 and 1998 were (.$66,000), $3,262,000 and I 

$3,962.000, respectively. The leases have interest rates ranging from 7.75% to 9.50%, require monthly payments 
and have expiration dates varying through October 2002. 

(12) MAJOR CUSTOMERS 

Revenue from certain cusiomers exceeded IO% of total revenue for the respective year as‘ follows: 23%, 22% 
and 21% in 2000; 27%, 27% and 26% in 1999 and 27%, 25% and 21% in 1998. Contracts with certain of these 
customers have a ten-year duration through 2005, and provide for fixed monthly fees based upon the number of 
subscriber records managed and upon the services selected by the customer. All of these customers are in the 
Company’s ILEC segment. 

(13) LEGAL MATTERS 

The Company is subject to various claims and business disputes in the ordinary cuurse of business, 

(14) QUARTERLY INFORMATION 

The following summarizes selected unaudited quarterly financial information for each of the two years in the 
period ended December 3 I ,  2000, 

(amounrs in thousands) 
Revenue ........................... 
Direct Costs ..................... 
Net income from 

continuing operations 
before extraordinary 
item and cumulative 
effect of change in 
accounting principle ..... 

Net income ...................... 
Net income from 

continuing operations 
before cxrraordinary 
iiem and cumulative 
effect of change in 
accounting principle pa 
share ............................. 
(basic and dituied) ........ 

Income (lass) per share 

March 31. 
2000 1999 

S 9.033 S 7.616 

Three I 
June 30, 

2000 1999 
S 10.249 5 8.189 

6285 5,309 

.S (0.05) $ (0.02) 

-LfQ!m 

S (0.16) $ (0.03) 

b % . A Q m m  

mths ended. 
Seprember 30, 

2000 

f (0.12) 5 (0.01) 

- m  

December 31, 
2000 1999 

$12.315 $ 3,482 
8,211 5.887 

.% (0.25) $ (0.03) 

$ ( 0 . 2 5 1 s - x L ! @ l  

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND 
FINANCXAL DISCLOSURE 

None. 



PART111 

lTEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT 

Information required by this item, wiil be contained in the definitive Proxy Statement with respect to the 
Company’s 2001 Annual Meeting of Stockholders (the “2001 Proxy Statement”) and is hereby incorporated by 
reference thereto, 

ITEM 11. EXECUTIVE COMPENSATION 

Information. required by this item wiil be contained in the 2001 Proxy Statement and is hereby incorporated by 
reference thereto. 

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFlCIAL OWNERS AND MANAGEMENT 

Information required by this item will be contained in the 2000 Proxy Statement and is hereby incorporated by 
reference thereto. 

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS 

Information required by this item will be contained in the 2000 Proxy Statement and is hereby incorporated by 
reference thereto. 



PART IV 

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES & REPORTS ON FORM 8-K 

Fina n cia 1 Stat em en ts 

The financial statements filed as part of rhis report are listed on the index to financial statements on page 
3 0. 

Financial Statement Schedules  

AI1 Financial sratement schedules have been omitted because they are not required, are not applicable or the 
information is included in the Financia1 Statements or Notes thereto. 

Exhibits 

Number 

3.1. 
3.2' 
4.1" 
4.2* 

10.1* 
10.2* 
10.3 * 
10.4' 
]OS* 

10.6*t 

10.7't 
10.8*5 

i a m  
10.10't 
10.11* 
l0.12* 
10.13* 

10.14* 
10.15* 
10.16* 
10.17' 
10.18* 

10.19' 
I0.20* 

10.21'7 

10.221 
10.23# 

10.24 o 

10.25 o 
10.26 o 

23.1 

Descriarion 

- Amended and Restated Crnificaie o f  Incorporation of the Company 
- Restated Bylaws of the Company to be effective upon the closing of the offering. - Form ofCertificate for Common Stock. - Reference is made to E.xhibiu 3.1 and 3.2. - Fourth Amended and Restated Registration Rights Agrcement, dated March 5, 1996. - 1990 Stock Option Plan. - I998 Stock Incentive Plan. - 1998 Employee Stock Purchase Plan, as amended. 
- Form of Directors' and Officers' Indemnification Agreement. 
-9-1-1 Services Agreement bemeen Ameritecb Infonation Systems, lnc. and SCC Communications Corp., signed August 31. 

- Ageemen1 for Services benveen SCC Communications Corp. and U S West Communications, Inc. dated December 28, 1995. 
-Services Agreement No. PR-9026-2 between SCC Communications COT. and 3eilSouth Telecommunications, Inc. dated 

- Wireless E9-I- 1 Agreement between SCC Communications Cop. and Ameritecp Mobile Communications, Inc. dated April 

-Asset Purchase Agreement between SCC Communications Corp. and Printrak International, Inc., dated July 18. 1997, - Amendmeni One to Asset Purcharc Agreement between SCC Communicarions Cop. snd Printrak InremationaI, Inc. - Bank One Loan Agr,t?ement dated April 15, 1997, effecthe ag of July 1, 1994. 
- Banc One Capital Partners and SCC Communications Cop. Senior Subordinated Note and Warrant Purchase Agreement, dated 

- Banc One Senior Subordinated Note due November 30,2003. 
- Banc One Warrant Certificate. - 3anc One and SCC Communications Corp. Option Agreement. dated November 20, 1997. 
- Banc One and SCC Communications Corp. Registration Rights AgreemenL dated November 20, 1997. 
- Co-Sale Agreement, dated November 20, 1997. between SCC Communications Carp., George Heinrichs, John Sims, Nancy 

Hamilton, The Hill Pannership 111, Ameritech Development Corporation. Boston Capital Ventures Limited Pannership and 
Banc One Capital Panners. 

- Preemptive Rights Agreement between Banc One Capital Panners and SCC Communications Corp. - Master Lease Agreement Between Arneritech Credit Corporation and SCC Communications Corp., dated March 11, 1996. - Consulling Agreement Between SCC Communications Corp. rind Amerirtch MobiIe Communications, Inc. dated October 27. 
1997. - Bank One Loan Chahge in Terms Agreemeni effective as of April 15, 1998. - Emplayment Agrement between Nancy Hamiitan and SCC Communications Carp. 
-Genesis Select Corporation and SCC Communicarions Corp. Common Stock Purchase Warrant Agreement, daied April 19, 
ZOO0 0 
-Leopard Communications and SCC Communications C o p .  Common Stock Purchase Warrant Agreement, dated April 19,2000 
-Employment Agreement benveen Carol Nelson and SCC Communications Corp. o 
-Consent o f k h u r  Andersen LLP. Independent Public Accountants. 

1994. 

October 13, 1995. 

I998 

November 20, 1997. 

* 
f 
3 
o 

Incorporated by reference to identically numbered exhibits included in the Registrant's Registration Statement on Form S-1 (File No. 333497671, as 
Confidential ireatmen! has been requested for a ponion of these Exhibits. 
Incorporated by reference to identically numbered exhibits included in [he Registrant's Form IO-K for the fiscal year ended December 31, 1998. 
Incorporated by re ferme to identically numbered exhibits included ill he Registrant's Form 10-Q far the Quaner ended June 30,2000. 
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(b) Reports on Form 8-K 

On October 17, 2000, we issued a press reI!ase announcing an agreemenr EO acquire specified assets, and 
assume specified liabilities, associated with the business of Lucent Public Safety Systems, an internal venture of 
Lucent TechoIogies Inc. A copy of the press release was included in a Current Report on Form 8 4 ,  whjch we filed 
with the SEC on October 17,2000. 

, 



SIGNATURES 

Pursuant ro the requirements of Section I3 or 1 S(d) of  the Securities Exchange Act of 1934, the re,' oistrant 
has duly caused this report to be signed on its behalf by the undersigned, therunto duly authorized, as of March 29, 
200 1. 

' 

SCC COMMUNICATIONS CORP. 

By: Is/ Michael D. Dingman, Jr. 
Michael D. Dingman, Jr. 
Chief Financial Officer 

Pursuantto the requirements of the Securities Exchange Act of 1934, this report has been signed beiow as 
of March 29,2001 by the following persons on behalf of the registrant and in the capacities indicated. 

Signature 

/s/ George K. Heinrichs 
George K. Heinrichs 

President, Chief Executive Officer 
and Director (Principal 
Executive Officer) 

/SI Michael D. Dingman, Jr. 
Michael D. Dingman. Jr. 

Chief Financial Officer 
(Principal Financial and " 
Accounting Officer) 

/ s i  Stephen 0. James Director 
Stephen 0. James 

/ s i  David Kronfeld Director 
David Kronfeld 

/s/ Philip Livingsron Director 
Philip Livingston 

/SI Mary Beth Vitafe Director 
Mary Beth W a l e  

Is/ Winston J. Wade Director 
Winston J. Wade 

/s/ Darrell A. Williams Director 
Darrell A, Williams 
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